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MEETI NG NO. 885

THURSDAY, MAY 11, 1995.--The nenbers of the Board of Regents
of The University of Texas System convened in regul ar session
at 10:10 a.m on Thursday, May 11, 1995, in the Executive Vice
President's Conference Roomon the Sixth Floor of the Adm nis-
tration Building at The University of Texas Medical Branch at
Gal veston, Gl veston, Texas, with the following in attendance:

ATTENDANCE. - -

Pr esent Absent
Chai rman Rapoport, presiding

Vi ce- Chai rman Hi cks

Vi ce- Chai rman Sm | ey

Regent Deily

Regent Evans

Regent Hol nes

Regent Leber mann

Regent Loeffler

Regent Tenpl e

Executive Secretary Dlly

Chancel | or Cunni ngham

Executive Vice Chancell or Duncan
Executive Vice Chancellor Miullins
Executive Vice Chancell or Burck

Chai rman Rapoport announced a quorum present and call ed the
neeting to order.

RECESS TO BRI EFI NG AND EXECUTI VE SESSI ONS. - - Chai r man Rapopor t
announced that the Board would recess to convene a briefing
session and Executive Session pursuant to Texas Gover nnent
Code, Chapter 551, Sections 551.071, 551.072, and 551.074 to
consider those matters |isted on the Executive Session agenda.

RECONVENE. - - At 1:15 p.m, the Board reconvened in open session
in the Caduceus Room of the Adm nistration Buil ding.

VWELCOVE BY THOVAS N. JAMES, M D., PRESIDENT OF THE UNI VERSI TY
OF TEXAS MEDI CAL BRANCH AT GALVESTON. - - Chai r man Rapoport
stated that the Board was pleased to be neeting at The Uni ver-
sity of Texas Medical Branch at Gal veston and was especially
delighted to participate |ast evening (May 10) in the event
honoring The Sealy & Smith Foundation for its |longtinme and
remar kabl y generous support of the clinical prograns and
hospitals of the U T. Medical Branch - Gl veston. He then
called on Thomas N. Janmes, MD., President of U T. Medical
Branch - Gal veston, for any wel com ng remarks on behal f of
the host institution.

On behalf of the faculty, staff, and students of U T. Medical
Branch - Gal veston, President Janmes wel coned t he nenbers of
the Board and other guests to the canpus.



U T. BOARD OF REGENTS: APPROVAL OF M NUTES OF REGULAR MEET-
| NG HELD ON FEBRUARY 9, 1995, AND SPECI AL MEETI NG HELD ON
MARCH 10, 1995.--Upon notion of Regent Tenple, seconded by
Regent Loeffler, the Mnutes of the regular neeting of the
Board of Regents of The University of Texas System held on
February 9, 1995, in Austin, Texas, were approved as distrib-
uted by the Executive Secretary. The official copy of these
Mnutes is recorded in the Permanent M nutes, Volunme XLII,
Pages 1066 - 1866.

Upon notion of Regent Evans, seconded by Regent Tenple, the
M nutes of the special neeting of the Board of Regents of The
University of Texas System held on March 10, 1995, in Austin,
Texas, were approved as distributed by the Executive Secre-
tary. The official copy of these Mnutes is recorded in the
Per manent M nutes, Volunme XLII, Pages 1867 - 1869.

SPECI AL | TEMS

1. U T. Board of Regents - Regents' Rules and Requl ations,
Part One: Approval of Amendnents to Chapter VII, Sec-
tion 2, Subsection 2.3 (Conposition and Operation of the
Conponent I nstitution Devel opnent Board) and Section 3,
Subsection 3.12 (The Advisory Councils of a Conponent
Institution) and Del egation to the Chancellor for Final
Approval of Menbership of Conponent Devel opnent Boards
and Advisory Councils.--1n accordance with the reconmen-
dations of The University of Texas System Process Revi ew
Committee, the Board, at its neeting in Decenber 1994,
adopt ed procedural changes in the approval process for
nmenbers of conponent devel opnment boards and advi sory
councils and del egated the final approval of the nenber-
ship of the U T. System devel opnent boards and advi sory
councils to the Chancellor follow ng consultation with
t he appropriate Executive Vice Chancell or.

In order to reflect these actions, the Board anmended the
Regents' Rul es and Reqgul ati ons, Part One, Chapter VII,
Section 2, Subsection 2.3 and Section 3, Subsection 3.12,
regardi ng the conposition and operation of conponent
devel opment boards and advisory councils to read as set
forth bel ow

2.3 Conposition and Qperation of the Conponent Institu-
tion Devel opnent Board.--The conponent institution
devel opnent board shall consist of nenbers recom
mended and appoi nted by the chief adm nistrative
of ficer of each conponent institution with final
review and approval of the nmenbership del egated by
the Board of Regents to the Chancellor follow ng
consultation wth the appropriate Executive Vice
Chancellor. Chief admnistrative officers shal
adopt gui delines for the appoi nt nent and/or reap-
poi nt ment of the nmenbers of the conponent institu-
tion devel opnent board. The guidelines shall make
clear each individual's termof office and the
expectations and responsibilities of nmenbership.
Consi deration shall be directed to appropriate bal -
ance in board nenbership, including concerns relat-
ing to gender, ethnicity, range of experience,
geogr aphi cal distribution, and the special needs of
the institution and the board. Conponent institu-
tions shall forward an accurate roster of devel op-
ment board nenbership to the Chancellor via the Vice



2.

Chancel | or for Devel opnent and External Rel ations no
| ater than July 15 of each year. Al terns shal
officially begin on Septenber 1. Oficial rosters
of board nenbership shall be maintained in the

O fice of the Board of Regents and in the Ofices
of the Chancellor, the Executive Vice Chancellors
for Academ c Affairs and Health Affairs, and the
Vi ce Chancel |l or for Devel opnent and External Rel a-
tions. The chief admnistrative officer and the
Chancellor (or his or her del egate) shall be

ex officio nenbers with voting privileges. The
conponent institution devel opnment board will el ect
a Chai rman and such other officers as are appro-
priate fromanong its nenbership.

.12 An advisory council shall consist of nenbers recom
nmended by the dean or director of the school, col-
| ege, or other approved unit and appointed by the
chief adm nistrative officer of the conponent insti-
tution wth final approval of the menbership dele-
gated by the Board of Regents to the Chancell or
follow ng consultation with the appropriate Execu-
tive Vice Chancellor. Chief admnistrative officers
shall, in consultation with the dean or director of
the school, college, or other approved unit, adopt
gui del i nes for the appoi ntnent and/ or reappoi nt nent
of the nenbers of the conponent's advisory coun-
cil(s). The guidelines shall make clear each indi-
vidual 's termof office and the expectations and
responsi bilities of nmenbership. Consideration shal
be directed to appropriate bal ance in advisory coun-
cil menbership, including concerns relating to gen-
der, ethnicity, years of involvenent or experience
with the coll ege, school, or unit, geographical
distribution, and the special needs of the school,
coll ege, or unit. Conponent institutions shal
forward accurate rosters of advisory council nenber-
ship(s) to the Chancellor via the Vice Chancellor
for Devel opnent and External Relations no |ater than
July 15 of each year. All terns shall officially
begin on Septenber 1. Oficial rosters of advisory
council nmenbership shall be nmaintained in the Ofice
of the Board of Regents and in the Ofices of the
Chancel | or, the Executive Vice Chancellors for Aca-
demc Affairs and Health Affairs, and the Vice Chan-
cellor for Devel opnent and External Relations. The
chief adm nistrative officer of the conponent insti-
tution shall be an ex officio nenber of the conpo-
nent institution's advisory councils.

U T. System Adoption of Change in Regents' Policy Con-
cerning Settlement of Clains and Litigation.--To avoid
del ays in obtaining settlenent approval which could
potentially jeopardize early settlement of neritorious
cases, the Board unani nously agreed to increase the
nonetary limts for the settlenent authority regarding
clainms and litigation that was del egated to The Univer-
sity of Texas System Adm nistration through the U T.
Board of Regents' action in October 1978, and anended in
Oct ober 1985, as set forth on Page 4 .




Vi ce Chancel |l or and
Gener al Counsel

Up to and incl uding $150, 000

Over $150,000 and up to and
i ncl udi ng $300, 000 - Concurrence of the
Chancel | or

Over $300, 000 and up to and

i ncl udi ng $500, 000 - Concurrence of
Chairman of U. T.
Board of Regents

Over $500, 000 - Concurrence of U T.
Board of Regents, the
Executive Comm ttee,
or the appropriate
Standing Comm ttee of
t he Board

The increases in settlenment authority will allow nmerito-
rious clainms and |lawsuits to be settled rapidly wthout
the necessity of waiting for up to three nonths for a
U T. Board of Regents' neeting.

RECESS FOR COWMWM TTEE MEETI NGS AND COW TTEE REPORTS TO THE
BOARD. --At 1:20 p.m, the Board recessed for the neetings
of the Standing Commttees, and Chai rman Rapoport announced
that at the conclusion of each commttee neeting the Board
woul d reconvene to approve the report and recomrendati ons
of that commttee.

The neetings of the Standing Committees were conducted in
open session and the reports and recommendati ons t her eof
are set forth on the foll owm ng pages.



REPORTS AND RECOMMVENDATI ONS OF STANDI NG COW TTEES

REPORT OF EXECUTI VE COW TTEE (Page 5 ).--1n conpliance

with Section 7.14 of Chapter | of Part One of the Regents

Rul es and Regul ati ons, Chairman Rapoport reported to the Board
that there were no actions by the Executive Commttee since
the last neeting for ratification and approval by the U T.
Board of Regents except for Executive Commttee Letters 95-9

t hrough 95-13 as noted bel ow

U T. System Approval of Executive Conmttee Letters 95-9
Through 95-13 Via the Chancellor's Docket Process.--Chairnan
Rapoport rem nded the Board that, at its neeting in Decem

ber 1994, the Board authorized the approval/ratification of
Executive Commttee Letters via The University of Texas System
Adm ni stration Docket effective with the May 1995 neeti ng of
the Board. Consequently, Executive Commttee Letters 95-9

t hrough 95-13, which had been distributed since the Febru-

ary 1995 neeting of the Board and which had received the prior
approval of the Executive Commttee, appear in the U T.
System Adm ni stration Docket on Pages ECL 1 - 9 and wl | be
considered for approval or ratification on the agenda of the
Busi ness Affairs and Audit Commttee as set out on Page 6 .




REPORT AND RECOMVENDATI ONS OF THE BUSI NESS AFFAI RS AND AUDI T
COW TTEE (Pages 6 - 155).--Committee Chairman Sm |l ey
reported that the Business Affairs and Audit Commttee had
met in open session to consider those matters on its agenda
and to fornul ate recomendations for the U T. Board of
Regents. Unl ess otherw se indicated, the actions set forth
in the Mnute Orders which foll ow were reconmended by the
Busi ness Affairs and Audit Conm ttee and approved in open
session and without objection by the U T. Board of Regents:

1. U T. System Approval of Chancellor's Docket No. 81
(Cat al og Change). --Upon reconmendati on of the Business
Affairs and Audit Commttee, the Board approved Chan-
cellor's Docket No. 81 in the formdistributed by the
Executive Secretary. It is attached foll ow ng Page 235
in the official copies of the Mnutes and is made a part
of the record of this neeting.

It was expressly authorized that any contracts or other
docunents or instrunents approved therein had been or
shal | be executed by the appropriate officials of the
respective institution involved.

It was ordered that any itemincluded in the Docket that
normal ly is published in the institutional catal og be
reflected in the next appropriate catal og published by
the respective institution.

To avoi d any appearance of a possible conflict of
interest, the follow ng abstentions fromvoting on
i ndi vidual itens in the Docket were noted:

Regent Deily with regard to Item 2 in Executive
Comm ttee Letter 95-11 concerning property
acquisition by The University of Texas at
Austin

Regent Tenple with regard to Item4 in Execu-
tive Commttee Letter 95-13 concerning a con-
struction contract award for the Liberal Arts
Compl ex at The University of Texas at Tyl er

Regent Deily with regard to Item 41 on
Page G & B - 15 concerning an endowed schol -
arship gift to U T. Austin.

It was noted that Item 37 on Page G & B - 13 rel ated
to the proposed establishment of the Swedi sh Studies
Excel | ence Endownent in the College of Liberal Arts at
U T. Austin was w thdrawn.

Commttee Chairman Sm | ey noted that this Docket is the
first to include several categories of itenms which, on
recomendati on of The University of Texas System Process
Revi ew Comm ttee, chaired by Regent Lebermann, and
Regent al approval at the Decenber 1994 neeting, were
bei ng processed for formal approval via the Docket rather
than the Material Supporting the Agenda.

For this neeting, this procedural change has reduced the
agenda by approximately 100 itens w thout dimnishing the
quality or scope of the information available to the
Board. In addition, a large anount of staff tinme and
effort previously required to prepare these itens for the
agenda process can be directed to other nore priority
efforts.



2.

U T. Board of Regents - Regents' Rules and Requl ations,
Part One: Approval to Anend Chapter 11, Section 3,
Subsection 3.21 (Purview and Prinary Duties of the
Chancellor); Section 4, Subsection 4.2 (Duties

and Responsibilities of the Executive Vice Chancell or
for Academ c Affairs); Section 5, Subsection 5.2 (Duties
and Responsibilities of the Executive Vice Chancell or
for Health Affairs); and Section 6, Subsections 6.2(16)
and 6.2(17) (Duties and Responsibilities of the Execu-
tive Vice Chancellor for Business Affairs) to Add the
Responsibilities for Internal Controls.--1n July 1994,
the Commttee Revising Internal Controls prepared The
University of Texas System Action Plan to Enhance
Internal Controls through Awareness, Accountability and
Audit Committees. As part of the Action Plan, a review
of the Regents' Rules and Regul ati ons was perfornmed to
ensure that the role of the U T. Board of Regents and
the U T. System adm nistrative | eadership recognizes and
enphasi zes the responsibility to establish and nmaintain
an effective internal control system

In order to reflect the admnistrative | eadership's
responsibility in inplenmenting and nonitoring internal
controls, the Board anmended Chapter Il of Part One of the
Regents' Rul es and Reqgul ati ons as fol | ows:

a. Section 3, Subsection 3.21 (Purview and Primary
Duties of the Chancellor) was anended to read as set
forth bel ow

Sec. 3. Chancell or.

3.21 Advising and counseling with the
Board with respect to the policies,
pur poses, and goals of the System
acting as executive agent of the
Board in inplenmenting its policies
and a systemof internal controls;
representing the Systemin all other
respects as deened appropriate to
carry out such policies, purposes and
goals, and interpreting and
articulating the Systenmi s academ c
adm ni strative and devel opnent al
policies, prograns, needs and
concerns to the general public and to
ot her constituencies at the com
munity, state, regional and national
| evel s.

b. Section 4, Subsection 4.2 (Duties and Responsibil -
ities of the Executive Vice Chancellor for Academc
Affairs) was anended to read as set forth bel ow

Sec. 4. Executive Vice Chancellor for Academ c
Affairs.

4.2 Duties and Responsibilities.
The Executive Vice Chancellor for
Academ c Affairs shall have as a
prime responsibility the maintenance
of high academ c quality in the gen-
eral academ c conponents of the Sys-
tem Through the chief




adm nistrative officers of the
conponent institutions, he or she
shal | have responsibility for the
budgets, academ c pl anning and
prograns, facilities planning and
construction, and personnel (both
academ ¢ and nonacadem c) of those
conponents. In consultation with the
Chancel | or, the Executive Vice
Chancel | or for Academ c Affairs shal
prepare recomendati ons and
supporting information on such
matters for consideration by the
appropriate standing commttees of
the Board and the Board of Regents.
The Executive Vice Chancellor for
Academ c Affairs is responsible

and accountabl e for ensuring that
appropriate internal controls are

i npl emented and nonitored in the
general academ c conponents of the
System The Board through its poli-
cies, procedures, and Rul es

and Regul ations nmaintains its gover-
nance responsibilities and

acknow edges the inportance of nain-
taining accreditation for the general
conponents and academ c prograns, as
appropriate. Because of the
conplexity and diversity of the
System the Executive Vice Chancell or
for Academ c Affairs is del egated the
responsibility for ensuring the
governance requirenments for
accreditation not specifically cov-
ered el sewhere in these policies,
procedures, and Rul es and Regul ati ons

are net. The Executive Vice
Chancel l or for Academc Affairs wll
report the accreditation status to
the Board on a periodic basis.

Section 5, Subsection 5.2 (Duties and Responsibil -
ities of the Executive Vice Chancellor for Health
Affairs) was anended to read as set forth bel ow

Sec. 5. Executive Vice Chancellor for Health
Affairs.

5.2 Duties and Responsibilities.
The Executive Vice Chancellor for
Health Affairs shall have as a prine
responsi bility the maintenance of
hi gh academ c quality in the health-
rel ated teaching institutions and
high quality health services in the
heal t h-care delivery institutions of
the System The Board through its
policies, procedures, and Rul es and
Regul ations naintains its governance
responsi bilities, and acknow edges
t he i nmportance of nmintaining accred-
itation for hospital, clinic and
ot her patient-care facilities.
Because of the conplexity and
diversity of the System the Execu-
tive Vice Chancellor for Health




Affairs is del egated the responsi-
bility for ensuring the governance
requi renents for accreditation not
specifically covered el sewhere in

t hese policies, procedures, and Rul es
and Requl ations are net.

The Executive Vice Chancellor for
Health Affairs will report the
accreditation status to the Board on
a periodic basis. Through the chief
adm nistrative officers of the conpo-
nent institutions, he or she shal
have responsibility for the budgets,
academ c pl anni ng and prograns,
facilities planning and construction,
and personnel (both academ c and non-
academ c) of those conponents. In
consultation with the Chancellor, the
Executive Vice Chancellor for Health
Affairs shall prepare reconmmendati ons
and supporting information on such
matters for consideration by the
appropriate standing commttees of
the Board and the Board of Regents.
The Executive Vice Chancellor for
Health Affairs is responsible and
accountabl e for ensuring that appro-
priate internal controls are

i npl emented and nonitored in the

heal th-rel ated teaching institutions
and the health-care delivery
institutions.

Section 6, Subsections 6.2(16) and 6.2(17) (Duties
and Responsibilities of the Executive Vice Chan-
cellor for Business Affairs) was anended to read as
set forth bel ow

Sec. 6. Executive Vice Chancell or for Busi ness
Affairs.

6.2 Duties and Responsibilities.

6. 2(16) | npl enenti ng and nonitoring
appropriate internal
controls in all inter-

nal adm nistrative opera-
tions listed in 6.2(10).

6.2(17) Perform ng such ot her
duties as nmay be assigned
by the Chancel l or.



3.

U. T. Board of Regents: Adoption of Resolution Approving
and Aut horizing the Issuance of Board of Regents of The
Uni versity of Texas System Revenue Fi nancing System
Bonds, in an Anpount Not to Exceed $232, 000, 000, and
Approval of the Oficial Statenent; Authorization for
Sale of the Series 1995A Bonds to Morgan Stanley &

Co. Incorporated, New York, New York; Appointnent of
Bankers Trust Conpany, New York, New York, as Escrow
Agent; McCall, Parkhurst & Horton, Dallas, Texas, and
Lannen & Aiver, Dallas, Texas, as Co-Bond Counsel; Texas

Treasury, Austin, Texas, as Paying Agent; and KPMG Peat
Marwi ck, Houston, Texas, as Escrow Verification Agent;
and Aut horization for Oficers of U T. Systemto Com
plete All Transactions. --Follow ng opening remarks by
Executive Vice Chancel lor for Business Affairs Burck and
upon delivery of the Certificate of an Authorized
Representative as set out on Page 11 , the Board:

a. Adopted the Resol ution and approved the
Oficial Statenment substantially in the
formset out on Pages 12 - 153 to autho-
ri ze the i ssuance of Board of Regents of
The University of Texas System Revenue
Fi nanci ng System Bonds (RFS), in an
aggregate principal anmount not to exceed
$232, 000,000 with a final maturity not to
exceed August 15, 2020, to be used to
retire existing Revenue Financing System
Comrerci al Paper Notes, Series A to
refund all outstanding Board of Regents
of Pan Anerican University Tuition Reve-
nue Refundi ng Bonds, Series 1986, and
to provi de new noney for construction

b. Aut hori zed the sale of the Revenue Fi nan-
cing System Bonds, Series 1995A, to Mrgan
Stanl ey & Co. Incorporated, New York,

New Yor k

C. Appoi nt ed Bankers Trust Conpany, New York
New Yor k, as Escrow Agent

d. Appoi nted McCall, Parkhurst & Horton,
Dal | as, Texas, and Lannen & di ver,
Dal | as, Texas, as Co-Bond Counsel

e. Appoi nted the Texas Treasury, Austin,
Texas, as Paying Agent

f. Appoi nted KPMG Peat Marw ck, Houston
Texas, as Escrow Verification Agent

g. Aut hori zed appropriate officers and
enpl oyees of the U. T. Systemas set forth
in the related docunents to take any and
all actions necessary to carry out the
intentions of the U T. Board of Regents
to conplete the transacti ons as provided
in the Resol ution.

10



Wth the approval of this Resolution, the Board wll
aut hori ze $232,000,000 of RFS bonds to be issued in
several series at times to be deternined by Board
representatives. In addition to funding projects

in the Capital |nmprovenent Plan, the $232,000,000

i ncl udes approximtely ¢5,000,000 oOf proceeds 'to be
used to refund all outstandi ng Board of Regents of Pan
Anerican University Tuition Revenue Refunding Bonds,
Series 1986, for saving purposes.

PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

I, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Representative
under the Amended and Restated Master Resol ution Establishi ng
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991, and amended on
Cctober 8, 1993 (the "Master Resolution@, do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5-(a) (ii) of the Master Resolution in
connection with the authorization by the Board to issue
"Parity Debt" pursuant to the Master Resolution to finance the
cost of construction of eligible projects and to refund all
outstanding Board of Regents of Pan Anerican University
Tuition Revenue Refunding Bonds, Series 1986, and do certify
that to the best of ny know edge the Board of Regents is in
conpliance with all covenants contained in the Master
Resolution, First Supplemental Resolution Establishing an
Interim Financing Program and the Second Supplenental
Resolution, and- is not in default of any of the terns,
provisions and conditions in said Mster Resolution, First
Supp!je(rjrental Resol ution and Second Supplenmental Resolution as
amended.

EXECUTED this al y 0 , 1995

.0 ﬂW

Ass17ant Vice Chancel [or for Finance
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THIRD SUPPLEMENTAL RESOLUTION TO THE MASTER
RESOLUTION AUTHORIZING THE BSUANCE, SALE, AND DELIVERY
OF BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
REVENUE FINANCING SYSTEM BONDS, AND APPROVING AND
AUTHORIZING INSTRUMENTS AND PROCEDURES RELATING
THERETO

WHEREAS, on February 14, 1991, the Board adopted the First Amended and Restated
Maser Resolution Edablishing The Universty of Texas Sysem Revenue Financing System and
amended such resolution on October 8, 1993 (referred to herein as the “Master Resolution”); and

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

WHEREAS, the Magster Resolution establishes the Revenue Financing System comprised of
the indtitutions now or hereafter condtituting components of The Universty of Texas System which
are designated “Members’ of the Financing System by action of the Board and pledges the Pledged
Revenues attributable to each Member of the Financing System to the payment of Parity Debt to be
outstanding under the Master Resolution; and

WHEREAS, the Board, has previoudy adopted the First and Second Supplementa
Resolutions to the Master Resolution authorizing Parity Debt thereunder; and

WHEREAS, the Board has determined to establish a program of authorizing dl of its long
teem financing under the Revenue Financing Sysem on an anud bass with this resolution
authorizing bonds to be issued through August 1996; and

WHEREAS, pursuant to such program, the Board has determined to authorize the issuance
of Parity Debt in the form of long term fixed rate bonds to provide permanent financing for the
facilities and improvements financed with the proceeds of some of its outstanding Revenue Financing
Sysem Commercia Paper Notes, Series A (the “Refunded Notes’) by refunding such Refunded
Notes, and

WHEREAS, ds0 in furtherance of such financing program and in recognition that only
certain improvements can be financed on an interim basis through the Commercid Paper Program,
the Board has determined to authorize the issuance of Parity Debt in the form of long term fixed rate
bonds to finance the cost of those improvements approved by the Board which are not to be financed
on an interim bass, induding those to be financed with the initid series of Parity Debt under this
Supplement and defined in Exhibit A as the Initid Series Improvements, and

WHEREAS, the Board has also determined to refund the Board of Regents of Pan American
Universty Tuition Revenue Refunding Bonds, Series 1986 (the “Refunded Pan American Bonds'),
and thereby make the moneys in the reserve fund securing such bonds available to pay the costs of
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improvements at the University of Texas« Pan American (the Refunded Notes and the Refunded Pan
American Bonds are hereinafter collectively referred to as the “Refunded Obligations’); and

WHEREAS, the Board hereby determines and deems it necessary to authorize the issuance
of Parity Debt pursuant to this Third Supplement to the Master Resolution for such purposes ; and

WHEREAS, the bonds (the "Bonds") authorized to be issued by this Third Supplement are
to be issued and ddivered 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 7 17k insofar
as it may be required in connection with the refunding of the Refunded Obligations 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
Third Supplement, the terms used in this Third Supplement (except in the Form of Bonds) and not
otherwise defined shdl have the meanings given in the Master Resolution or in Exhibit “A” to this
Third Supplement attached hereto and made a part hereof

Section 2. AMOUNT, PURPOSE, AND DESIGNATION OF THE BONDS, The Board's
“BOARD OF REGENTS OF THEUNIVERSITY OF TEXAS SYSTEM REVENUE FINANCING
SYSTEM BONDS, SERIES", arehereby authorized to be issued and delivered in one or more
series and in the maximum aggregate principa amount of $232,000,000, FOR THE PURPOSE OF
(i) REFUNDING $135,000,000 IN AGGREGATE PRINCIPAL AMOUNT OF THE BOARD OF
REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM REVENUE FINANCING SYSTEM
COMMERCIAL PAPER NOTES, SERIES A, (ii) REFUNDING THE OUTSTANDING BOARD
OF REGENTS OF PAN AMERICAN UNIVERSITY TUITION REVENUE REFUNDING
BONDS, SERIES 1986; AND (iii) ACQUIRING, PURCHASING, CONSTRUCTING,
IMPROVING, ENLARGING, AND EQUIPPING THE PROPERTY AND FACILITIES OF THE
MEMBERS OF THE REVENUE FINANCING SYSTEM; AND PAYING THE COSTS
RELATED THERETO. Each szries of the Bonds shah be designated by the year in which it is
awarded pursuant to Section 3 below and each series within a year shal have a letter designation
following the year, with the first series in each year designated Series 199--A. No Series of Bonds
shall be issued hereunder after August 3 1, 1996.

The Bonds, herein authorized, unless otherwise indicated, are hereinafter referred to as the
“Bonds’, which may be in the form of ether Current Interest Bonds or Capita Appreciation Bonds
as provided in Section 6.

Section 3. DATE, DENOMINATIONS, NUMBERS, MATURITIES AND TERMS OF
BONDS. (a) Terms of Bonds. For each Series of Bonds, there shah initidly be issued, sold, and
delivered hereunder fully registered bonds, without interest coupons, in the form of Current Interest
Bonds or Capita Appreciation Bonds, numbered consecutively for each Series of Bonds from R-|
upward, in the case of Current Interest Bonds and CR-1 upward, in the case of Capitd Appreciation
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Bonds, payable to the respective initid registered owners thereof, or to the registered assignee or
assignees of said bonds or any portion or portions thereof (in each case, the “Registered Owner™),
in the denomination of $5,000 or any integra multiple thereof with respect to Current Interest Bonds
and in the denomination of $5,000 in Maturity Amount or any integrd multiple thereof with respect
to Capitd Appreciaion Bonds (an “Authorized Denomination”), maturing not later than August 15,
2020, szidly or otherwise on the dates, in the years and in the principal amounts, repectively, and
dated, all as st forth in the Bond Purchase Contract relating to each Series of Bonds.

(b) Board Representative' s Certificate. As authorized by Vernon's Ann. Tex. Civ. . Article
717q, as amended, the Board Representetive is hereby authorized, appointed, and designated to act
on behdf of the Board in sdling and delivering each Series of Bonds and carrying out the other
procedures specified in this Third Supplement, including determining and fixing the dete of each
Series of Bonds, any additiond designation or title by which the Bonds of a Series shall be known,
the price a which the Bonds of each Serieswill be sold, the years in which the Bonds of each Series
will mature, the principa amount to mature in each of such years, the aggregate principad amount of
Current Interest Bonds and Capita Appreciation Bonds of each Series and the aggregate principa
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 a which the Bonds of each Series shall be
subject to redemption prior to maturity at the option of the Board, as well as any mandeatory sinking
fund redemption provisons, whether each Series of Bonds after the initia Series of Bonds shdl be
s0ld a a negotiated or competitive sale, and dl other matters relating to the issuance, sde, and
delivery of the Bonds of each Series, and the refunding of the Refunded Obligeations, all of which shall
be specified in a certificate of the Board Representative ddlivered to the Executive Secretary of the
Board (the “Board Representative’ s Certificate’); provided that (i) the price to be paid for a Series
of Bonds shdl not be less than 95% of the aggregate origina principa amount thereof plus accrued
interest thereon from its date to its delivery, (ii) none of the Bonds shdl bear interest at arate greater
than 10% per annum or in excess of the Maximum Rate, and (iii) Bonds shdl be issued to refund the
Refunded Pan American Bonds only if the moneys in the reserve fund securing such bonds shal
become available to pay the costs of improvements at the University of Texas = Pan American
approved by the Board. The Refunded Pan American Bonds shal be refunded with the firgt Series
of Bonds with respect to which such condition can be met. The amount of savings, if any, to be
redized from refunding the Refunded Pan American Bonds shdl be shown in the Boad
Representetive's Certificate relating to such Series of Bonds. It is further provided, however, that,
notwithstanding the foregoing provisons, a Series of Bonds shdl not be ddivered unless prior to
delivery, the Series of Bonds has been rated by a nationaly recognized rating agency for municipd
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. Each Board Representative’ s Certificate is
hereby incorporated in and made a part of this Third Supplement and shdl be filed in the minutes of
the Board as a part of this Third Supplement. In the event that the Board receives a premium as a
part of the purchase price of any Series of Bonds, such premium shall be used to pay the first debt
service payment coming due on such Series of Bonds.

(c) Sde of The Initid Series of Bonds It is hereby found and determined to be in the best
interests of the Financing System for the initid Series of Bonds to be issued under this Third
Supplement to be sold through a negotiated sale pursuant to the procedures set forth herein, Morgan
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Stanley & Co. Incorporated is hereby designated the senior managing underwriter for the initial Series
of Bonds. The Board Representative shall sdect such additiona investment banking firms as he or
she deems appropriate to assure that the Bonds are sold on the most advantageous terms to the

Financing Sysem. The Board Representative, acting for and on behaf of the Board, is authorized

to enter into and carry out a Bond Purchase Contract with the Underwriter for the initid Series of
the Bonds at such price, with and subject to such terms as determined by the Board Representative

pursuant to Section 3(b) above. The Bond Purchase Contract shdl be substantidly in the form and

substance submitted to the Board at the meseting at which this Third Supplement is adopted with such

changes as are acceptable to the Board Representative, including those covered by subsection (€)

below.

The initid Series of Bonds shdl be issued for the purpose of(i) refunding $ 34,833,000 in
aggregate principd amount of the Refunded Notes issued to finance the improvements or facilities
authorized by Section 55.1714 liged in Pat | of the Initid Series Improvements definition, (ii)
refunding the Refunded Pan American Bonds if the conditions set forth in Section 3(b) above can be
met, (iii) acquiring, purchasing, condructing, improving, enlarging, and equipping the improvements
or fadilities listed on Part |1 of the definition of Initid Series Improvements, and (iv) paying the cods
related thereto.

(d) Sde of Subsequent Series of Bonds--Executive Committee Resolution. . To achieve the
lowest borrowing costs for the Members of the Financing System, each Series of Bonds to be sold
after the initia Series of Bonds shall be sold to the public on ether a negotiated or competitive basis
as determined by resolution of the Executive Committee (the “Executive Committee Resolution”).
In determining whether to sl a Series of Bonds by negotiated or competitive sde, the Executive
Committee shdl take into account the financial condition of the State, the System, and the Financing
System, any materid disclosure issues which might exist a the time, the market conditions expected
at the time of the sale, the achievement of the HUB god's of the Board, and any other matters which,
in the judgment of the Executive Committee, might affect the net borrowing costs on the Series of
Bonds to be sold. Each Board Representative s Certificate is hereby incorporated in and made a part
of this Third Supplement and shdl be filed in the minutes of the Board as a pat of this Third
Supplement.

If the Executive Committee determines that a Series of Bonds should be sold at a competitive
sde, the Executive Committee Resolution shdl authorize and direct the Board Representative to
prepare a notice of sde and officia statement in such manner as the Board Representative deems
aopropriate, to make the notice of sde and officia statement avallable to those ingtitutions and firms
wishing to submit a bid for the Series of Bonds, to receive such bids, and to award the sde of the
Series of Bonds to the bidder submitting the best bid in accordance with the provisons of the notice
of sde (the “Purchaser™).

If the Executive Committee determines that a Series of Bonds should be sold by a negotiated
sde, the Executive Committee Resolution shdl designate the senior managing underwriter for such
Series of Bonds and the Board Representative shdl sdect such additiond investment banking firms
as he or she deems appropriate to assure that the Bonds are sold on the most advantageous terms to
the Financing System. The Board Representative, acting for and on behdf of the Board, is authorized
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to enter into and carry out a Bond Purchase Contract for each Series of the Bonds to be sold by
negotiated sde, with the Underwriter at such price, with and subject to such terms as determined by
the Board Representative pursuant to Section 3(b) above. Each Bond Purchase Contract shdl be
subgtantidly in the form and substance submitted to the Board a the meeting a which this Third
Supplement is adopted with such changes as are acceptable to the Board Representative, including
those covered by subsection (€) below.

The Executive Committee is authorized and directed to determine which facilities and
improvements will be financed or refinanced with the proceeds of each Series of Bonds tier the initia
Series of Bonds taking into account (i) projections for the economy, (ii) which improvements and
fadilities financed with the proceeds of the Refunded Notes have been completed or are scheduled
for completion prior to the sde of the next following Series of Bonds, (jii) the economic projections
for each such facility and improvement and the Member on whose campus the facility or improvement
is located, and (iv) which facilities and improvements are being made pursuant to Section 55.1714
of the Education Code and the projected budget impact on the Financing System of such financing.
The designation of which improvements or facilities are to be financed or refinanced with the
proceeds of a Series of Bonds shdl be st forth in the Executive Committee Resolution.  Before the
Executive Committee may determine that any improvement or facility is to be financed or refinanced
with the proceeds of a Series of Bonds, (i) the improvement or facility must have been gpproved for
congruction and financing by the Board, (ii) the Board must have made the findings required by
Section 5 of the Master Resolution with respect to the Parity Debt to be issued for such improvement
or facility, and (ii) the Board must have received an gpprova of the improvement or facility from the
Texas Higher Education Coordinating Board if such gpprovd is legdly required.

To the extent that it is economicaly reasonable, improvements or facilities to be financed
or refinanced pursuant to Section 55.1714 of the Education Code shdl be financed in separate Series
of Bonds and the Executive Committee Resolution relating to each such Series of Bonds shdl show
the principd amount of Parity Debt, including the Bonds, issued for each Member pursuant to
Section 5 5.17 14 of the Education Code and the additiona Parity Debt which may be issued pursuant
to such section.

(e) Official Statement and Continuing Disclosure.  The Board Representative is further
authorized to oversee the preparation of an officid statement relating to each Series of Bonds to be

used by the Purchaser or Underwriter, as the case may be, in marketing the Series of Bonds, to
gpprove such officid statement on behaf of the Board, and to make such findings with respect to the
officid dtatement for the benefit of the Purchaser or Underwrnter, as the case may be, as in the
judgment of the Board Representative and Bond Counsdl are legd, necessary, and appropriate.

In recognition of the revisons to Securities and Exchange Commisson Rule 15¢2-12 (the
“Rule’) expected to become effective after July 1, 1995, and the undertakings imposed by such Rule
on market participants, the Board hereby authorizes and directs the Executive Committee to include
in the Executive Committee Resolution, in the Bond Purchase Contract, if any, and in the officid
datement relating to each Series of Bonds to be sold after the Rule becomes effective, such
undertakings on the part of the Board with respect to continuing disclosure (i) as in the opinion of
Bond Counsdl are legal under the laws of the State of Texas and are legdly required by the Rule as
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a condition to the purchase of the Series of Bonds by the Purchaser or Underwriter, as the case may
be, and which, in the judgment of the Board Representative, are necessary and appropriate for the
Series of Bonds to be sold on the most favorable terms.

() MheeBa@dds of each Series (i) may and shall be redeemed prior to the
respective scheduled maturity dates, (ii) may be assgned and transferred, (iii) may be exchanged for
other Bonds of such Series, (iv) shdl have the characterigtics, and (v) shall be signed and sedled, and
the principa of and interest on the Bonds shdl be payable, al as provided, and in the manner required
or indicated, in the FORM OF BONDS st forth in Exhibit B to this Third Supplement and as
determined by the Board Representative as provided herein, with such changes and additions as are
required to be conggtent with the terms and provisons shown in the Board Representative's
Certificate reating 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 a360-day year composed of twelve 30-day months from the dates
specified in the FORM OF BONDS and in the Board Representative' s Certificate to their respective
dates of maturity at the rates set forth in the Board Representative' s Certificate.

The Capital Appreciation Bonds of each Series of Bonds shdl bear interest from the 1ssuance
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 semiannudly on
the dates st forth in the Board Representative' s Certificate (the “Compounding Dates’) commencing
on the date set forth in the Board Representative s Certificate, and payable, together with the principa
amount thereof: in the manner provided in the FORM OF BONDS at the rates set forth in the Board
Representative's  Certificate.  Attached to the Board Representative's Certificate if Capitd
Appreciation Bonds are to be issued shal be an Exhibit (the “Compounded Amount Table’) which
will set forth the rounded origina principa amounts at the Issuance Date for the Capita 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 Board Representative's
Certificate, and continuing until the find maturity of such Cgpitd 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 caculated bears to the total number of days (based on 30-day months) from
such lagt preceding Compounding Date to the next succeeding Compounding Date.

Section 5. REGISTRATION, TRANSFER AND EXCHANGE; AUTHENTICATION;
BOOK-ENTRY ONLY SYSTEM. (a) Paving Agent. The Treasurer of the State of Texas, is hereby
gopointed the Paying Agent (the “Paying Agent”) for the Bonds. The Board Representative is
authorized to enter into and carry out a Paying Agent Agreement with the Paying Agent with respect
to the Bonds.
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(b) Regigration Books The Board shall keep books or records for the registration of the
transfer, exchange, and replacement of each Series of Bonds (the “Regidtration Books’), and the
Board hereby designates itsdf asthe initid registrar and transfer agent (the “Registrar”) to keep such
books or records and make such registrations of transfers, exchanges, and replacements under such
reasonable regulations as the Board may prescribe; and the Registrar shdl make such regidrations,
transfers, exchanges, and replacements as herein provided. The Regisgtrar shdl obtain and record in
the Regigration Books the address of the registered owner of each Bond to which payments with
respect to the Bonds shdl be mailed, as herein provided; but it shdl be the duty of each registered
owner to notify the Registrar in writing of the address to which payments shal be mailed, and such
interest payments shdl not be mailed unless such notice has been given. The Board, if not the
Regidrar, shdl have the right to ingpect the Regidtration Books during regular business hours of the
Regidrar, but otherwise the Registrar shall keep the Regidtration Books confidentiad and, unless
otherwise required by law, shdl not permit their ingpection by any other entity.

(c) Qwnership of Bonds. The entity in whose name any Bond shall be regisered in the
Regigtration Books a any time shal be deemed and treated as the absolute owner thereof for dl
purposes of this Third Supplement, whether or not such Bond shdl be overdue, and, to the extent
permitted by law, the Board and the Paying Agent and the Registrar shdl not be affected by any
notice to the contrary; and payment of, or on account of, the principa of, premium, if any, and
interest on any such Bond shall be made only to such registered owner.  All such payments shal be
vaid and effectud to satisfy and discharge the liability upon such Bond to the extent of the sum or
UMsS so paid.

(d) Payment of Bon& and Interest. The Board hereby further gppoints the Paying Agent to
act as the paying agent for paying the principa of and interest on the Bonds, dl as provided in this
Third Supplement. The Paying Agent shal keep proper records of al payments made by the Board
and the Paying Agent with respect to the Bonds.

(e) Authentication. The Bonds of each Series initialy issued and ddlivered pursuant to this
Third Supplement shall be authenticated by the Paying Agent by execution of the Paying Agent's
Authentication Certificate unless they have been gpproved by the Attorney Generd of the State of
Texas and registered by the Comptroller of Public Accounts of the State of Texas, and on each
subgtitute Bond issued in exchange for any Bond or Bonds issued under this Third Supplement the
Paying Agent shal execute the PAYING AGENTS AUTHENTICATION CERTIFICATE. The
Authentication Certificate shdl be in the form st forth in the FORM OF BONDS.

(f) Transfer. Exchange. or Replacement. Each Bond issued and delivered pursuant to this
Third Supplement, to the extent of the unpaid or unredeemed principd amount or Maturity Amount
thereof, may, upon surrender of such Bond at the principa corporate trust office of the Regidrar,
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 guarantee of
signatures satisfactory to the 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
gppropriate form prescribed in the FORM OF BONDS st forth in this Third Supplement, in the
denomination of any Authorized Denominations (subject to the requirement hereinafter stated that
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each substitute Bond shall be of the same Series and have a single stated maturity date), asrequested
in writing by such registered owner or such assignee or assignees, in an aggregate principal amount
equd 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
subdtitute 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 & the request of the
registered owner, and in aggregate principa amount or Maturity Amount equd 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 a the same rate and payable in the
same manner as the Bond for which it is being exchanged. Each subdtitute Bond of each Series shall
bear aletter and/or number to distinguish it from each other Bond of such Series.  The Paying Agent
and the Regigtrar 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 Third Supplement shall congtitute one of the Bonds for al purposes of this Third
Supplement, and may again be exchanged or replaced. On each subgtitute Bond issued in exchange
for or replacement of any Bond or Bonds issued under this Third Supplement there shdl be printed
an Authentication Certificate, in the form st forth in Exhibit B to this Third Supplement. An
authorized representative of the Paying Agent shall, before the ddivery of any such Bond, date and
manudly sgn the Authentication Certificate, and, except as provided in (€) above, no such Bond shdl
be deemed to be issued or outstanding unless such Certificate is so executed. The Registrar promptly
shall cancel dl Bonds surrendered for transfer, exchange, or replacement. No additiond orders or
resolutions need be passed or adopted by the Board or any other body or person so as to accomplish
the foregoing transfer; exchange, or replacement of any Bond or portion thereof, and the Registrar
shdl provide for the printing, execution, and delivery of the subgtitute Bonds in the manner prescribed
herein and said Bonds shal 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
and the Regigrar, and, upon the execution of the above Paying Agent’'s Authentication Certificete,
the exchanged or replaced Bond shall be valid, incontestable, and enforcesble in the same manner and
with the same effect as the Bonds which were originaly issued pursuant to this Third Supplement.
The Board shdl pay the Paying Agent and the Regigtrar’s standard or customary fees and charges,
if any, for transferring, and exchanging any Bond or any portion thereof, but the one requesting any
such trandfer and exchange shal 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 and
Regigrar shdl 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 caled 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 ddlivered 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.
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(9) Subditute Paying Agent and Registrar. The Board covenants with the registered owners
of the Bonds that at all times while the Bonds are outstanding the Board will provide a competent
and legdly qudified bank, trust company, financid indtitution, or other agency to act as and perform
the services of Paying Agent and Registrar for the Bonds under this Third Supplement, and that, if
the Book-Entry Only System described in subsection (h) below is discontinued, the Paying Agent and
Regigrar will be one entity. The Board reserves the right to, and may, a its option, change the
Paying Agent and the Registrar upon not less than 120 days written notice to the Paying Agent and
the Regidtrar, to be effective not later than 60 days prior to the next principa or interest payment date
after such notice. In the event that the entity at any time acting as Paying Agent or Regidrar (or its
successor by merger, acquisition, or other method) should resign or otherwise cease to act as such,
the Board covenants that promptly it will gopoint a competent and legdly qudified bank, trust
company, financid inditution, or other agency to act as Paying Agent or Regidrar under this Third
Supplement.  Upon any change in the Paying Agent or Regidrar, the previous Paying Agent or
Regigrar promptly shdl transfer and deliver the Regidtration Books (or a copy thereof), dong with
dl other pertinent books and records relating to the Bonds, to the new Paying Agent or Registrar
designated and appointed by the Board. Upon any change in the Paying Agent or Regidtrar, the
Board promptly will cause a written notice thereof to be sent by the new Paying Agent or Registrar
to each registered owner of the Bonds, by United States mail, first-class postage prepaid, which
notice dso shal give the address of the new Paying Agent or Regigtrar. By accepting the postion
and performing as such, each Paying Agent and Regigtrar shall be deemed to have agreed to the
provisgons of this Third Supplement, and a certified copy of this Third Supplement shdl be ddlivered
to each Paying Agent and Regidrar.

(h) Book-Entry Onlv System. The Bonds of each Series issued in exchange for the Bonds
initidly issued shdl be issued in the form of a separate Sngle 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, dl of the
Outstanding Bonds shdl 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,
the Paying Agent and the Regigtrar shdl have no responsbility 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, the Paying Agent and the Regidtrar shdl have
no respongibility 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 natice 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 Regigtration
Books of any amount with respect to principd of, premium, if any, or interest on the Bonds.
Notwithgtanding any other provison of this Third Supplement to the contrary but to the extent
permitted by law, the Board, the Paying Agent and the Registrar shdl 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 principa, 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 al other purposes

(’ky: 2535.041\3supres.S- 3rd Draft - 4/17/95) 9

e 22 -




whatsoever. The Paying Agent and the Registrar shall pay dl principa of, premium, if any, and
interest on the Bonds only to or upon the order of the respective owners, asshown in the Regidration
Books as provided in this Third Supplement, or their respective attorneys duly authorized in writing,
and al such paymentsshall be vaid and effective to fully satisfy and discharge the Board' s obligations
with respect to payment of principa 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 Regigtration Books, shall
receive a Bond certificate evidencing the obligation of the Board to make payments of principd,
premium, if any, and interest pursuant to this Third Supplement. Upon delivery by DTC to the Paying
Agent and the Registrar of written notice to the effect that DTC has determined to subgtitute a new
nominee in place of Cede & Co., and subject to the provisonsin this Third 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 Third Supplement shdl refer to such new nominee of DTC.

(1) Successor Securities Deoositorv: Trandfers Outside Book-Entry_Onlv_System. In the
event that the Board, the Paying Agent or the Registrar determines that DTC is incapable of
discharging its respongbilities described herein and in the representation letter of the Board to DTC
or DTC determines to discontinue providing its services with respect to a Series of Bonds, the Board
shall (i) appoint a successor securities depository, qudified 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 of such
Series to such successor securities depository or (i) notify DTC and DTC Participants of the
availability through DTC of Bonds and transfer one or more separate Bonds of such Seriesto DTC
Participants having Bonds of such Series credited to their DTC accounts. In such event, the Bonds
of such Series shall no longer be restricted to being registered in the Regigtration 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
such Bonds shah designate, in accordance with the provisions of this Third Supplement.

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

(k) Natice of Redemption. (i) In addition to the Notice of Redemption set forth in the
FORM OF BONDS, the Regidtrar shdl give notice of redemption of Bonds by mail, first-class
postage prepaid at least thirty (30) days prior to a redemption date to the Paying Agent and to each
registered securities depository and to any nationd information service that disseminates redemption
notices. In addition, in the event of a redemption caused by an advance refunding of the Bonds, the
Regisrar shdl 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 actua
redemption date. Any notice sent to the registered securities depositories or such nationd
information services shdl be sent so that they are received at least two (2) days prior to the generd
mailing or publication date of such notice. The Registrar shah aso send a notice of prepayment or
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redemption to the registered owner of any Bond who has not sent the Bonds in for redemption sixty
(60) days after the redemption date.

(i) Each Notice of Redemption, whether required in the FORM OF BONDS or in this
Section, shdl 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 cetificate, the publication and mailing dete for the
notice, the date of redemption, the redemption price, the names of the Paying Agent and the Registrar
and the address at which the Bonds may be redeemed, including a contact person and telephone
number.

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

Section 6. FORM OF BONDS. The form of the Bonds, including the form of Paying Agent's
Authentication Certificate, the form of Assgnment and the form of Regidtration Certificate of the
Comptroller of Public Accounts of the State of Texas, if needed with respect to the Bonds of each
Series initidly issued and deivered pursuant to this Third Supplement, shdl be, respectively,
subgtantialy as set forth in Exhibit B, with such gppropriate variaions, omissons, or insertions as are
permitted or required by this Third 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 Sysem Revenue Financing System for the purpose of providing a financing structure for
revenue supported indebtedness of components of The University of Texas System which are from
time to time induded as Members of the Financing Syssem. The Master Resolution is intended to
establish amagter plan under which revenue supported debt of the Financing System can be incurred.
This Third Supplement provides for the authorization, issuance, sde, ddivery, form, characterigtics,
provisons of payment and redemption, and security of the Bonds as Parity Debt. The Master
Resolution is incorporated herein by reference and as such made a part hereof for al 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 S(@) of the Master Resolution, the Board
hereby determines that upon the issuance of the Bonds it will have sufficient funds to meet the
financid obligations of The Universty of Texas System, induding sufficient Pledged Revenues to
saisy the Annual Debt Service Requirements of the Financing System and to meet dl financid
obligations of the Board relating to the Financing System and that the Members on whose behdf the
Bonds are to be issued possess the financia capacity to satisfy their Direct Obligations after taking
the Bonds into account.

Section 8. SECURITY AND PAYMENTS. The Bonds are specia obligations of the Board
payable from and secured solely by the Pledged Revenues pursuant to the Master Resolution and this

Third Supplement. The Pledged Revenues are hereby pledged, subject to the liens securing the Prior
Encumbered Obligations, to the payment of the principd of, premium, if any, and interest on the
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Bonds as the same shall become due and payable. The Board agreesto pay the principa 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 principa 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 Board Representative' s Certificate, the Board
shdl make available to the Paying Agent, money sufficient to pay such interest on and such principa
of the Bonds as will accrue or mature, or be subject to mandatory redemption prior to maturity, on
such principd, redemption, or interest payment date. The Paying Agent shal cancd dl paid Bonds
and shdl furnish the Board with an gppropriate certificate of cancellation.

Section 10. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED BONDS.
(8 Replacement Bonds. In the event any outstanding Bond is damaged, mutilated, logt, stolen, or
destroyed, the Paying Agent and the 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, muitilated, 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 Regisirar. In every case of loss, theft, or
destruction of a Bond, the applicant for a replacement bond shal furnish to the Board and to the
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 gpplicant shdl furnish to the Board and to the 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 muitilation of a
Bond, the applicant shal surrender to the Regidirar for cancdlation the Bond so damaged or
mutilated.

(c) Payment in Lieu of Replacement. Notwithstanding the foregoing provisons of this
Section, in the event any such Bond shal have matured, and no default has occurred which is then
continuing in the payment of the principa of, redemption premium, if any, or interest on the Bond,
the Board 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) Ii X Is Prior to the issuance of any replacement bond,
the Regidrar shdl charge the owner of such Bond with al legd, printing, and other expenses in
connection therewith. Every replacement bond issued pursuant to the provisons of this Section by
virtue of the fact that any Bond is logt, stolen, or destroyed shall congtitute a contractua obligation
of the Board whether or not the lost, stolen, or destroyed Bond shall be found at any time, or be
enforcegble by anyone, and shdl be entitled to dl the benefits of this Third Supplement equaly and
proportionately with any and al other Bonds duly issued under this Third Supplement.

(e) Authority for Issuing Replacement Bonds. In accordance with Section 6 of Vernon's
Ann. Tex. Civ. St. Art. 717k-6, this Section shdl congtitute authority for the issuance of any such
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replacement bond without the necessity of further action by the Board or any other body or person,
and the duty of the replacement of such Bonds is hereby authorized and imposed upon the Paying
Agent and the Regidrar, and the Paying Agent shdl authenticate and ddliver such Bonds in the form
and manner and with the effect, as provided in Section 5(f) of this Third Supplement for Bonds issued
in exchange and replacement for other Bonds.

Section 11. AMENDMENT OF SUPPLEMENT. (a8) Amendments Without Consent. This
Third Supplement and the rights and obligations of the Board and of the owners of the Bonds may
be modified or amended a 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.

() To add to the covenants and agreements of the Board contained in this Third
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 Third Supplement;

(i) To cure any ambiguity or inconsstency, or to cure or correct any defective
provisons contained in this Third Supplement, upon receipt by the Board of an gpproving
opinion of Bond Counsd, tha the same is needed for such purpose, and will more clearly
express the intent of this Third Supplement;

(iiil) To supplement the security for the Bonds, replace or provide additiond credit
facilities, or change the form of the Bonds or make such other changes in the provisons
hereof as the Board may deem necessary or desirable and which shdl nat, in the judgment of
the Board, materidly adversdly 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 nat, in the judgment of the Board, materidly adversdy
affect the interests of the owners of the Outstanding Bonds.

(b) Amendments With Consent. Subject to the other provisons of this Third Supplement,
the owners of Outstanding Bon& aggregating 5 1 percent in Outstanding Principd Amount shal have
the right from time to time to gpprove any amendment, other than amendments described in
Subsection (a) of this Section, to this Third Supplement which may be deemed necessary or desirable
by the Board, provided, however, that nothing herein contained shal permit or be construed to
permit, without the gpprovd of the owners of al of the Outstanding Bonds, the amendment of the
terms and conditions in this Third Supplement or in the Bonds o 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;
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4 Modify the terms of payment of principa 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 al Bonds then Outstanding; or

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

(c) Notice. Ifat any time the Board shdl desire to amend this Third Supplement other than
pursuant to (a) above, the Board shdl cause notice of the proposed amendment to be published in
afinancid newspaper or journd of generd circulation in The City of New York, New York once
during each calendar week for at least two successive calendar weeks. Such notice shdl briefly st
forth the nature of the proposed amendment and shal date that a copy thereof is on file a the
principal office of the Regidtrar for ingpection by dl 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 a any time not less than thirty days, and within one yesr,
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 ingrument or ingruments executed by dl of the owners or the
owners of at least 51 percent in Outstanding Principd Amount of Bonds, as appropriate, which
ingrument or instruments shal refer to the proposed amendment described in said notice and which
specificaly consent to and approve such amendment in subgtantialy the form of the copy thereof on
file as aforesaid, the Board may adopt the amendatory resolution in substantidly the same form.

(e) Effect of Amendments. Upon the adoption by the Board of any resolution to amend this
Third Supplement pursuant to the provisons of this Section, this Third Supplement shall be deemed
to be amended in accordance with the amendatory resolution, and the respective rights, duties, and
obligations of the Board and al the owners of then Outstanding Bonds and dl future Bonds shdl
thereafter be determined, exercised, and enforced under the Resolution and this Third Supplement,
as amended.

(f) Consent Irrevocable. Any consent given by any owner of Bonds pursuant to the
provisons of this Section shdl be irrevocable for a period of sx months from the date of the firgt
publication or other service of the notice provided for in this Section, and shdl be conclusive and
binding upon al future owners of the same Bonds during such period. Such consent may be revoked
a any time after sx 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 shdl not be effective if the owners of § 1 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
al Bonds regigtered as to ownership shdl be determined from the registration books kept by the
Regigrar therefor. The Registrar may conclusvely assume that such ownership continues until
written notice to the contrary is served upon the Regidtrar.
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Section 12. COVENANTS REGARDING TAX-EXEMPTION. The Board covenants to
refrain from any action which would adversdly 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 “grossincome’ of the holder for purposes of federd income taxation. |n furtherance
thereof, the Board 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 0 used, that amounts, whether or not received by the Board, with respect to such private
busness use, do not, under the terms of this Third 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 tha 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 busness uss” which is “rdated” 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) isdirectly or indirectly used to finance loans to persons, other than state or local
governmenta 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;

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

(H 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
investment property (as defined in section 148(b)(2) of the Code) which produces a materidly
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 arefunding 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;
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(g) to otherwise restrict the use of the proceeds of the Bonds or amaunts 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); and

(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 thet 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.

For purposes of the foregoing (&) and (b), the Board understands that the term “proceeds’ includes
“digpogition proceeds’ as defined in the Treasury regulaions and, in the case of refunding bonds,
transferred proceeds (if any) and proceeds of the refunded bonds expended prior to the date of
issuance of the Bonds) It is the understanding of the Board that the covenants contained herein are
intended to assure compliance with the Code and any regulations or rulings promulgated by the U.S.
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 Board
will not be required to comply with any covenant contained herein to the extent that such failure to
comply, in the opinion of nationaly-recognized bond counsd, will not adversdy affect the exemption
from federa 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 additiona requirements which are
gpplicable to the Bonds, the Board agrees to comply with the additiona requirements to the extent
necessary, in the opinion of nationdly-recognized bond counsd, to preserve the exemption from
federa income taxation of interest on the Bonds under section 103 of the Code.  In furtherance of
such intention, the Board hereby authorizes and directs the Board Representative to execute any
documents, certificates or reports required by the Code and to make such eections, on behdf of the
Board, which may be permitted by the Code as are consstent with the purpose for the issuance of
the Bonds.

In order to facilitate compliance with the above covenant (h), a “Rebate Fund’ is hereby
established by the Board for the sole benefit of the United States of America, and such Fund shdl 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. THIRD SUPPLEMENT TO CONSTITUTE A CONTRACT; EQUAL
SECURITY. In congderation of the acceptance of the Bonds, the issuance of which is authorized
hereunder, by those who shdl hold the same from time to time, this Third Supplement shal be
deemed to be and shal congtitute a contract between the Board and the Holders from time to time
of the Bonds and the pledge made in this Third Supplement by the Board and the covenants and
agreements set forth in this Third Supplement to be performed by the Board shall be for the equal and
proportionate benefit, security, and protection of al Holders, without preference, priority, or
diginction as to security or otherwise of any of the Bonds authorized hereunder over any of the
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others by reason of time of issuance, sale, or maturity thereof or otherwise for any cause whatsoever,
except as expresdy provided in or permitted by this Third Supplement.

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

Section 15. PAYMENT AND PERFORMANCE ON BUSINESS DAYS. Except as
provided to the contrary in the Form of Bonds, whenever under the terms of this Third Supplement
or the Bonds, the performance date of any provison hereof or thereof, including the payment of
principd of or interest on the Bonds, shdl 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 THIRD
SUPPLEMENT. With the exception of the rights or benefits herein expresdy conferred, nothing
expressed or contained herein or implied from the provisons of this Third Supplement or the Bonds
is intended or should be construed to confer upon or give to any person other than the Board, the
Holders, the Paying Agent, and the Regidtrar, any legd or equitable right, remedy, or clam under or
by’ reason of or in respect to this Third Supplement or any covenant, condition, stipulation, promise,
agreement, or provison herein contained. This Third Supplement and dl of the covenants,
conditions, stipulations, promises, agreements, and provisions hereof are intended to be and shal be
for and inure to the sole and exclusive benefit of the Board, the Holders, the Paying Agent, and the
Regidrar 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 each Series of Bonds issued hereunder and all necessary records and proceedings pertaining to
such Series of Bonds pending their ddivery and gpprova by the Attorney Generd of the State of
Texas and regidration by the Comptroller of Public Accounts and to cause an appropriate legend
reflecting such approva and registration to appear on the Bonds of such Series and the subgtitute
Bonds of such Series. The gpproving legd opinion of the Board's Bond Counse and the assigned
CUSIP numbers may, at the option of the Board Representative, be printed on the Bonds and on any
Bonds issued and delivered in exchange or replacement of any Bond, but neither shdl have any legd
effect, and shdl be solely for the convenience and information of the registered owners of the Bonds.
The preamble to the Third Supplement is hereby adopted and made a part of this Third Supplement
for dl purposes. If insurance is obtained on any of the Bonds, the Bonds shdl bear, as appropriate
and gpplicable, a legend concerning insurance as provided by the Insurer.
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Section 18. REFUNDING OF REFUNDED OBLIGATIONS;, ESCROW AGREEMENTS.
That concurrently with the respective deliveries of each Series of Bonds issued to refund Refunded
Obligations where the Series of Bonds isto be delivered prior to the maturity date or redemption date
of the Refunded Obligations being refunded with the proceeds of that Series of Bonds, the Board
Representative shal cause to be deposited an amount from the proceeds from the sde of the
respective Series of Bonds with Bankers Trust Company as Escrow Agent, sufficient to provide for
the refunding of the respective Refunded Obligations in accordance with Section 7A of Vernon's Ann.
Tex. Civ. S. Article 717k, as amended. That concurrently with the ddivery of each Series of Bonds
issued to refund Refunded Obligations which are to mature or be redeemed on the date of delivery
of that Series of Bonds, the Board Representative shal cause to be deposited an amount from the
proceeds from the sale of that Series of Bonds with the Paying Agent sufficient to provide for the
payment or redemption of such Refunded Obligations on such date. The Board Representative is
hereby authorized, for and on behalf of the Board, to execute appropriate Escrow Agreements to
accomplish such purposes, in subgtantidly the form and substance submitted to the Board at the
meseting a which this Third Supplement is adopted.

Section 19. REDEMPTION OF REFUNDED BONDS. The Board hereby determines that
the Refunded Pan American Bonds shdl be cdled for redemption on the dates and at the redemption
prices determined by the Board Representative in accordance with the provisons of the resolution
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, the Board Representative, and dl other
officers, employees, and agents of the Board, and each of them, shall be and they are hereby expressy
authorized, empowered, and directed from time to time and at any time to do and perform al such
acts and things and to execute, acknowledge, and ddiver in the name and under the corporate sed
and on behdf of the Board dl such insruments, whether or not herein mentioned, as may be
necessary or desirable in order to carry out the terms and provisions of this Third Supplement, the
Bonds, the Escrow Agreements, the redemption prior to maturity of the Refimded Obligations, the
sde and ddivery of such Series of Bonds and fixing al detals in connection therewith any Bond
Purchase Contract entered into in connection with any Series of Bonds, and to approve any Officia
Statement, or supplements thereto, in connection with any Series of Bonds. The draft Prdiminary
Official Statement relating to the initid Series of Bonds submitted to the Board a the meeting at
which this Third Supplement is adopted is hereby approved and the Board Representative is
authorized to gpprove any changes to sad document and to authorize its digtribution by the
Underwriter to prospective purchasers of that Series of Bonds. In case any officer whose sgnature
shall appear on the Bonds shdl cease to be such officer before the ddivery of the Bonds, such
sgnature shdl neverthdess be vaid and sufficient for dl purposes the same as if such officer had
remaned in office until such ddivery.

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 Regigtration.
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Section 22. REPEAL OF CONFLICTING RESOLUTIONS. All resolutions and )] parts
of any resolutions which are in conflict or inconsstent with this Third Supplement are hereby repeded
and shdl be of no further force or effect to the extent of such conflict or incongastency.

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 officidly and persondly, in advance, of
the time, place, and purpose of the Meeting a which this Third Supplement was adopted; that this
Third Supplement would be introduced and considered for adoption at said meseting; that said meeting
was open to the public, and public notice of the time, place, and purpose of said meeting was given,
all asrequired by Chapter 55 1, Texas Government Code.

ADOPTED AND APPROVED this

Chairman, Board of Regents of
The University of Texas Sysem

ATTEST:

Executive Secretary, Board of Regents of
The Universty of Texas Sysem
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EXHIBIT A
DEFINITIONS

Asusd in this Third Supplement the following terms and expressions shdl have the meanings
st forth below, unless the text hereof specificdly indicates otherwise:

The term “Acts’ shal 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’ shdl mean Authorized Denominations as defined in
Section 2 of this Third Supplement.

The terms “Board” and “Issuer” shal mean the Board of Regents of The Univergity of Texas
System or any successor thereto.

The term “Board Representative” shdl mean one or more of the following officers or
employees of The University of Texas System, to wit: the Chancellor, the Executive Vice Chancellor
for Business Affairs, the Assstant Vice Chancellor for Finance, and the Director of Finance, or such
other officer or employee of The University of Texas System authorized by the Board to act as a
Board Representative.

The term “Board Representative’s Certificate” shall mean the certificate executed by the Board
Representative in connection with each Series of Bonds which establishes the terms of the Series of
Bonds pursuant to Section 3 of this Third Supplement.

The term “Bonds’ shdl mean collectively each Series of Bonds issued pursuant to this Third
Supplement, and al subgtitute bonds exchanged therefor, and dl other subgtitute and replacement
bonds issued pursuant to this Third Supplement; and the term “Bond” means any of the Bonds.

The term “Bond Purchase Contract” shal mean the agreement to purchase one or more of the
Series of Bonds authorized by this Third Supplement.

The term “Business Day” shdl mean any day which is not a Saturday, Sunday, legd holiday,
or aday on which banking inditutionsin The City of New York, New York or in the city where the
principa corporate trust office of the Paying Agent is located are authorized by law or executive
order to close.

The term “Capital Appreciation Bonds’ shal mean the Bonds of each Series of the Bonds on
which no interest is pad prior to maturity, maturing varioudy in eech of the years and in the
aggregate principa amount as sat forth in the Bond Purchase Contract.

The term “Code’ means the Interna Revenue Code of 1986, as amended.
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The term “Compounded Amount” shall mean, with respect to a Capita Appreciation Bond,
as of any particular date of cdculaion, the origind principal amount thereof, plus dl interest accrued
and compounded to the particular date of calculation, as determined in accordance with Section 4 of
this Third Supplement and the Compounded Amount Table relating to such Bonds.

The term “Compounded Amount Table” shall mean, with regpect 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.

The term “Compounding Dates’ shal mean Compounding Dates as defined in Section 4 of
this Third Supplement.

The term “Current Interest Bonds’ shal mean the Bonds of each Series of the Bonds paying
current interest and maturing in each of the years and in the aggregate principa amounts set forth in
the Bond Purchase Contract.

The term “DTC” shal mean The Depository Trust Company, New York, New Y ork, 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 behdf DTC was created to hold
securities to facilitate the clearance and settlement of securities transactions among DTC Participants.

The term “Initid Series Improvements’ shdl mean the following improvements or facilities
which are to be financed in whole or in part with the proceeds of the initial Series of Bonds:

Projects authorized Notesto be New

bv_HG2058 Refunded Money Totd
Brownsville-Science & Engineering Bldg 2,675,000 5,000,000 7,675,000
El Paso-Old Main Renovation 1,989,000 1,989,000
El Paso-Faculty Office Bldg 600,000 600,000
Pan American-Enginesring Bldg 4,100,000 7,800,000 11,900,000
San Antonio-Academic Bldg 6,200,000 8,400,000 14,699,000
San Antonio-Engineering Biotechnology Bldg 3,100,000 1,878,000 4,978,000
San Antonio-Downtown Facility 3,970,000 1,125,000 5,095,000
HSC-San Antonio School of Nursing Addition 2,812,000 3,188,000 6,000,000
El Paso-Physical Science Bldg Renovation 2,645,000 2,645,000
HSC-San Antonio Allied/Public Hedlth

Research Bldg 1,3 10,000 2,915,000 4,225,000
Audtin-Telescope 1,116,000 1,116,000
El Paso-New Classroom & Liberd Arts Bldg 1,370,000 4,861,000 6,23 1,000
Pan American-Thermd Energy Plant 2.946.000 2.946.000

34,833,000 35,167,000 70,000,000
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Theterm “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” shah mean the Amended and Restated Master Resolution
Egtablishing The Univerdty of Texas Sysem Revenue Financing System adopted by the Board on
February 14, 19 1, as amended on October 8, 1993.

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

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

The term “Paying Agent” shdl mean the paying agent gppointed pursuant to Section 5 of this
Third Supplement, or any successor to such agent.

The term “Purchasers’ shal mean the winning bidders for any Series of Bonds sold on a
comptitive bads pursuant to Section 3 of this Third Supplement.

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

The term “Refunded Obligations’ shall mean, collectively, the Board of Regents of The
Univeraty Sysem Revenue Financing Commercid Paper Notes, Series A to be refunded with the
proceeds of the Bonds pursuant to Section 2 of this Third Supplement and the Board of Regents of
the Pan American Univergty Tuition Revenue Refunding Bonds, Series 1986.

The term “Regigra” shal mean the regisrar gppointed pursuant to Section 5 of this Third
Supplement, or any successor to such registrar.

The term “Regigtration Books’ shah mean the books or records reating to the registration,
payment, and transfer or exchange of the Bonds maintained by the Registrar pursuant to Section S
of this Third Supplement.

The term “Third Supplement” shal mean this Third Supplement Resolution to the Magter
Resolution authorizing the Bonds.

The term “ Stated Maturity”, shall mean, when used with respect to the Bonds, the scheduled
meaturity or mandatory sinking fund redemption of the Bonds.

The term “Underwriter” shall mean the underwriters desgnated pursuant to Section 3 of this
Third Supplement for each Series of Bonds sold pursuant to a negotiated sae.
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EXHIBIT B

FORM OF BONDS

UNITED STATES OF AMERICA
STATE OF TEXAS
BOARD OF REGENTS OF THE UNIVERSTY OF TEXAS SYSTEM
REVENUE FNANCING SYSTEM BONDS
SERIES 199 ._

[FORM OF FIRST TWO PARAGRAPHS OF CURRENT INTEREST BONDS)

NO. R- PRINCIPAL
AMOUNT
$
INTEREST RATE MATURITY DATE BOND DATE CUSP_NO.

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 paliticd subdivison of the
State of Texas, hereby promises to pay to the Registered Owner specified above or the registered
assgnee hereof (aither baing hereinafter cdled the “regigered ownea™) the principa amount soedified
above and to pay interest thereon, caculated on the bad's of a 360-day year composad of twelve 30-
day months, from the Bond Date specified above, to the Maturity Date specified above, or the date
of redemption prior to maurity, a the interest rate per annum specified above with interest baing
payable on , 199, and semi-annually oneach _  ad ___
theresfter, exogpt that if the date of authentication of this Bond is later than the first Record Date
(hereinafter defined), such principa amount shdl bear interest from the interest payment dete next
preceding the date of authentication, unless such date of authentication is after any Reocord Date but
on or before the next fallowing interest payment dete, in which case such prindpd amount shal bear
interest from such next falowing interest payment dete
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THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lavful money
of the United States of America, without exchange or collection charges, soldly from funds of the
Issuer required by the resolution authorizing the issuance of the Bonds to be on depost with the
Paying Agent for such purpose as hereinafter provided. The principa of this Bond shdl be paid to
the registered owner hereof upon presentation and surrender of this Bond a maturity or upon the
date fixed for its redemption prior to maturity, & the principa office of
, Which is the “Paying Agent” for
this Bond. The payment of interest on this Bond shdl be made by the Paying Agent to the registered
owner hereof on each interest payment date by check, dated as of such interest payment date, and
such check shal be sent by the Paying Agent by United States mail, first-class postage prepaid, on
each such interest payment date, to the registered owner hereof, a the address of the registered
owner, as it gppeared on the last day of the month next preceding each such date (the “Record Date’)
on the Regisiration Books kept by the Registrar, as hereinafter described; provided, that upon the
written request of any owner of not less than $1,000,000 in principa amount of Bonds provided to
the Paying Agent not later than the Record Date immediately preceding an interest payment date,
interest due on such interest payment date shal 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, 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 shdl be pad to the registered owner upon presentation and surrender of this Bond for
redemption and payment at the principa office of the Paying Agent. 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, the amounts required to provide for the
payment, in immediately available funds, of al principa of and interest on the Bonds, when due.
Notwithstanding the foregoing, during any period in which ownership of the Bonds is determined by
abook entry at a securities depository for the Bonds, payments made to the securities depository, or
its nominee, shal 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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UNITED STATES OF AMERICA
STATE OF TEXAS
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
REVENUE FINANCING SYSTEM BONDS
SERIES 199...

[FORM OF FIRST TWO PARAGRAPHS OF CAPITAL APPRECIATION BONDS]

NO. CR- MATURITY
AMOUNT
$

INTEREST RATE MATURITY DATE ISSUANCE DATE CUSIP_NO.

REGISTERED OWNER:

PRINCIPAL AMOUNT: DOLLARS

ON THE MATURITY DATE gpecified above, the BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM (the “Issuer”), being an agency and politica subdivision of the
State of Texas, hereby promises to pay to the Registered Owner specified above or the registered
assignee hereof (either being hereinafter caled the “registered owner”) the Maturity Amount specified
above representing the origind principal amount specified above and accrued and compounded
interest thereon Interest shdl accrue on the origind principa amount hereof from the Issuance Date
a the interest rate per annum specified above (subject to rounding to the Compounded Amounts as
provided in the Bond Resolution), compounded semi-annualy 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 origind principa amount per $5,000
Maturity Amount compounded semiannualy at the yiedd 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 for such purpose as hereinafter
provided. The Maturity Amount or Compounded Amount of this Bond shah 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 a the principad office of
, which is the “Paying Agent” 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, the amount required to provide for the
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paymernt, in immediately avaleble 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 principd amount

of $ pursuant to a Third Supplemental Resolution to the Master Resolution adopted
, 1995, and pursuant to the Master Resolution referred therein (collectively, the “Bond
Resolution”) for the purpose of(i) refunding the (i) acquiring,

purchasing, congtructing, improving, enlarging, and equipping the U. T. Sysem Improvements for
certain Members of the Revenue Financing System, and (iii) paying the codts related thereto, [and
comprised of(i) Bonds in the aggregate principd amount of $ that pay interest only
a maturity (the “Capitd Appreciation Bonds’) and (i) Bonds in the aggregate principa amount of
$ that pay interest semiannualy until maturity (the “Current Interest Bonds’).]

ON . _, Or on any date theregfter, the Bonds of this Series
scheduled to mature on _ - ineach of the years ____ through____andon .,
may be redeemed prior to their scheduled maturities, at the option of  the | Issuer, with funds derlved
fiom any available and lawful source, as awhoale, 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 integra multiple of $5,000), at a redemption price equa to
and accrued interest to the date fixed for
redemption; provided that during any period in which ownership of the Bonds is determined by a
book entry a a securities depository for the Bonds, if fewer than dl 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 sdected 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 portions 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 integrd multiple of $5,000), at a redemption price equd to the par or principa
amount thereof and accrued interest to the date of redemption, on the dates, and in the principa
amounts, respectively, as set forth in the following schedule:

Bonds Maturing

principa
Redemotion Date Amount
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The principa amount of the Bonds reguired to be redeemed on each such redemption date pursuant
to the foregoing operation of the mandatory sinking fund shall be reduced, a the option of the Issuer,
by the principad amount of any Bonds, which, at least 45 days prior to the mandatory sinking fund
redemption date, (1) shal have been acquired by the Issuer and ddlivered to the Paying Agent for
cancdlation, or (2) shal have been acquired and cancelled by the Paying Agent at the direction of the
Issuer, in ether case of (1) or (2) at aprice 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
theretofore credited againgt a mandatory sinking fund redemption. During any period in which
ownership of the Bonds is determined by a book entry a a securities depository for the Bonds, if
fewer than dl 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 sdlected 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 shdl be published once in a financial
publication, journd, or report of generd circulation among securities dedlers in The City of New
York, New York (including, but not limited to, The Bond Buyer and The Wall Street Journa), or in
the State of Texas (including, but not limited to, The Texas Bond Reporter). Such notice dso shdl
be sent by the Registrar by United States mail, first-class postage prepaid, not less than 30 days prior
to the date fixed for any such redemption, to the registered owner of each Bond to be redeemed a
its address as it appeared on the 45th day prior to such redemption date; provided, however, that the
fallure to send, mail, or receive such notice, or any defect therein or in the sending or mailing thereof,
shdl not affect the vdidity 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 shdl be the only
notice actualy required in connection with or as a prerequidte to the redemption of any Bonds or
portions thereof By the date fixed for any such redemption due provison shdl be made with the
Paying Agent 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 provison
for such payment is made, dl as provided above, the Bonds or portions thereof which are to be so
redeemed thereby automatically shall be trested as redeemed prior to their scheduled maturities, and
they shall not bear interest after the date fixed for redemption, and they shdll not be regarded as being
outstanding except for the right of the registered owner to receive the redemption price from the
Paying Agent out of the funds provided for such payment. If a portion of any Bond shall be
redeemed, a subgtitute Bond or Bonds having the same maturity date, bearing interest a the same
rate, payable in the same manner, in any authorized denomination a the written request of the
registered owner, and in aggregate principal amount equa to the unredeemed portion thereof, will
be issued to the registered owner upon the surrender thereof for cancellation, at the expense of the
Issuer, al as provided in the Bond Resolution.

IF THE DATE for the payment of the principd of or interest on this Bond shdl be a
Saturday, Sunday, a legd holiday, or a day on which banking indtitutions in The City of New York,
New York, or in the city where the principa office of the Paying Agent is located are authorized by
law or executive order to close, then the date for such payment shall be the next succeeding day
which is not such a Saturday, Sunday, legd holiday, or day on which banking inditutions are

(/ky: 2535.041\3supres.5 « 3rd Draft - 4/17/95) B-6

b




authorized to close; and payment on such date shdl have the same force and effect asif made on the
origina date payment was due.

THIS BOND OR ANY PORTION OR PORTIONS HEREOF IN ANY
AUTHORIZED DENOMINATION may be assigned and shall be transferred only in the Registration
Books of the Issuer kept by the Paying Agent and the Registrar acting in the capacity of regigtrar for
the Bonds, upon the terms and conditions st forth in the Bond Resolution. Among other
requirements for such assgnment and transfer, this Bond must be presented and surrendered to the
Regidrar, together with proper ingruments of assgnment, in form and with guarantee of sgnatures
satisfactory to the Regidrar, evidencing assgnment of this Bond or any portion or portions hereof
in any authorized denomination to the assgnee 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
Assgnment printed or endorsed on this Bond shall be executed by the registered owner or its duly
authorized attorney or representative, to evidence the assgnment hereof. A new Bond or Bonds
payable to such assgnee 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 assgnment and transfer
of only aportion of this Bond, may be ddivered by the Regidtrar in exchange for this Bond, al in the
form and manner as provided in the next paragraph hereof for the exchange of other Bonds. The
Issuer shdl pay the Paying Agent’s and the Regigtrar’s fees and charges, if any, for making such
trander or exchange as provided below, but the one requesting such trandfer or exchange shdl pay
any taxes or other governmental charges required to be paid with respect thereto. The Paying Agent
and the 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 busness on any Record Date and ending with the opening of business on the next
following principd or interest payment date, or, (ii) with respect to any Bond or any portion thereof
caled 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, the Paying Agent and the Registrar as
the absolute owner hereof for al purposes, including payment and discharge of liability upon this
Bond to the extent of such payment, and, to the extent permitted by law, the |ssuer, the Paying Agent
and the Registrar shdl not be affected by any notice to the contrary.

ALL BONDS OF THIS SERIES are issudble 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 Capita 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 principd amount of fully registered bonds,
without interest coupons, payable to the gppropriate registered owner, assignee, or assigness, as the
case may be, having the same maturity date, in the same form, and bearing interest a 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 Registrar for cancellation, dl in
accordance with the form and procedures set forth in the Bond Resolution.

WHENEVER the beneficia ownership of this Bond is determined by a book entry at
a securities depository for the Bonds, the foregoing requirements of holding, delivering, or
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trandering this Bond shdl 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 or Registrar for the Bonds is changed by the
I ssuer, resigns, or otherwise ceases to act as such, the Issuer has covenanted in the Bond Resolution
that it promptly will gopoint a competent and legdly qudified substitute therefor, and promptly will
cause written notice thereof to be mailed to the registered owners of the Bonds.

IT ISHEREBY certified, recited, and covenanted that this Bond has been duly and
vaidly authorized, issued, and ddlivered; that al acts, conditions, and things required or proper to be
performed, exist, and be done precedent to or in the authorization, issuance, and ddlivery 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 congtitute Parity Debt under the Master Resolution; and that the interest on
and principa of this Bond, together with the other Bonds of this Series and the other outstanding
Parity Debt are equaly and ratably secured by and payable from alien on and pledge of the Pledged
Revenues, subject only to the provisons of the Prior Encumbered Obligations.

THE ISSUER hasreserved the right, subject to the restrictions referred to in the Bond
Resolution, (i) to issue additiona Parity Debt which aso 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 shdl 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 dl of the terms and provisons of the Bond Resolution, agrees to be bound by such
terms and provisons, acknowledges that the Bond Resolution is duly recorded and available for
ingoection in the officid minutes and records of the Issuer, and agrees that the terms and provisons

of this Bond and the Bond Resolution constitute a contract between each registered owner hereof and
the Issuer.

IN WITNESS WHEREOF, the Issuer has caused this Bond to be signed with the
manud or facamile sgnature of the Chairman of the Issuer and countersigned with the manud or
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facamile Sgnature of the Executive Secretary of the Issuer, and has caused the official seal of the
Issuer to be duly impressed, or placed in facsmile, on this Bond.

Executive Secretary, Board of Regents Chairman, Board of Regents

of The Univergty of Texas System of The Universty of Texas System
(BOARD SEAL)
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FORM OF PAYING AGENTS AUTHENTICATION CERTIFICATE

PAYING AGENTS 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 potion of abond or bonds of an issue which originaly was
approved by the Attorney Generd of the State of Texas and registered by the Comptroller of Public

Accounts of the State of Texas.

(NAME)

Paying Agert

Dated
Authorized Representative
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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

/

(Assgnee's Socid Security or
Taxpayer ldentification Number)

(print or typewrite Assignee's name

and address, including zip code)

and hereby irrevocably congtitutes and gppoints

attorney to transfer the registration of this Bond on the Registrar’ s Registration Books with full power

of subdtitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: This dgnature must be
guaranteed by a member of the New
York Stock Exchange or a commercia
bank or trust company
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Registered Owner

NOTICE: This dgnature must
correspond with the name of the
Registered Owner gppearing on the
face of this Bond.



[FORM OF REGISTRATION CERTIFICATE OF
COMPTROLLER OF PUBLIC ACCOUNTSTO BE USED IF
THE BONDS ARE TO BE SO REGISTERED]

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.
| hereby certify that this Bond has been examined, certified as to vdidity, and approved
by the Attorney Generd 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 sgnature and sedl this

Comptroller of Public Accounts
of the State of Texas
(COMPTROLLER'S  SEAL)

Provisons 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 Capita Appreciation Bonds.
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NEW ISSUE-BOOK-ENTRY ONLY RATINGS:. (See “RATINGS")

Delivery of the Bonds is subject to the opinion of McCall, Parkhurst & Horton L.L.P., Bond Counsel, that under statutes,
regulations, published rulings and court decisions existmg on the date thereof, interest on the Bonds is excludable from gross
income for federal income tax purposes and the Bondswill not be ;rlvae adivity bonds the interes on which would be included
as an dternative minimum tax preference item under section 5{a)(5) of the Internal Revenue Code of 1986. See “TAX

EXEMFTION” for a discussion of certain collateral federal tax consequences, including the aternative minimum tax on
corporations.

$75,000,000°
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
Revenue Financin %"a stem Bonds (SEAL)
Series 1995A
Dated: 1995 Due: August 15, as shown below

The Bonds (the "Bonds") are special obligations of the Board of Regents (the "Board") of The University of Texas System
the "University System"), pagable from and secured by a lien on "Pledged Revenues” (as defined herein) of the University
ystem's Revenue Financing lzlstem on a parity with the Board’s outstanding "Parity Debt" (as defined herein). The Bonds are

issued pursuant to a Master Resolution of the Board which established the Revenue Financing System 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 T-HE 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 “DESCRIPTION OF THE BONDS-Security for the Bonds.”

Proceeds from the sale of the Bonds, together with other available moneys of the Board, will be used for the purpose 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 FINANC|NG”

Interest on the Bonds will accrue from . 1995, and is payable on August 15 and Februarz 15 of each year,
commencing Februarv, 15, 1996, calculated on'the basis of a 360-day year qomgeosed_of twelve 30-day mont ths The Bonds are
issuable only as fullyreg istered bonds, _without coupons, _and, when issued, will initid1y re §|5e|i_eg inthe Hame.of Cedﬁ & Co.,
as registered owner and nominee for The Depository Trust Company, New Y ork, New or% ), which initially will act as
securities depository for all of the Bonds pursuant to a book-entry onl _s.}lstem 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 will not
receive physical delivery of bond certificates except as described herein. For so long as Cede & Co., asnominee of DTC, isthe
exclusive registered owner of the Bonds, principal of andredemftion premium |f‘angécand Interest on the Bonds will be gavable
by e Fay il Agent, initially the Treasurer of the State of | exas, to DTC on €ach applicable payment date. DTC will be
responsible E)r istributing the amounts so paid to the beneficial owners of the Bonds. See ‘DESCRIPTION OF THE
BONDS-Book-Entry Only ~ System.”

The Bonds are subject to redemption prior to maturity as described herein. See “DESCRIPTION OF THE
BONDS-Redemption.”

MATURITY SCHEDULE

$ * Serial Bonds )
Maturit Price or
(August 15) Amount Rate Yield
*
$ Term Bond
*
S __% Bonds, due August 15, __, Price __%

(plus accrued interest)

The Bonds are offered when, as and if issued, subject to ap_FrovaI og Ie:dgalirKI by the Attorney General of the State of Texas
and the opinion of McCall, Parkhurst & Horton L.L.P., Dallas, Texes, Bong Counsel. Certain legal matters wik'oe gassed upon

for the Underwriters by Vinson & Elkins L.L.P., Austin, Texas, and for the Universit’ Stiem{\?’ Lagnen & Olivver. .C.. Dallas.
Texas. The Bonds are expected to be available for delivery on or about August __, 1995, IN New YOrK, New York.

Dated: , 1995

*Preiminary, subject to change
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No deadler, broker, salesman or other person has been authorized by the Board or the
Underwriters to give any information or to make any representations other than those 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 sale of the Bonds may be changed from time to time by the Underwriters after the Bonds
are released for sale, and the Bonds may be offered and sold at prices other than the initia offering
prices, including sales to dedlers who may sell the Bonds into investment accounts. This Officia
Statement is not to be used in connection with an offer to 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 not qualified to do so or to any person to whom it is unlawful to make such
offer or solicitation.

Any information and expressions of opinion herein contained are subject to change without
notice, and neither the delivery of this Officia Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the Board or other
matters described herein since the date hereof..

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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$75,000,000°

BOARD OF REGENTS OF
THE UNIVERSITY OF TEXAS SYSTEM

Revenue Financing System Bonds
Series 1995A

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 Bonds, Series 1995A (the “Bonds’), in the aggregate principal
amount set forth above.

The University of Texas System (the “University System”) currently consists of The University of
Texas at Austin and the fourteen other state-supported ingtitutions included in the University System by
operation of State law. For the 1994 Fall Semester, the University System had total enrollment of 146,670
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 B, SUMMARY OF THE MASTER RESOLUTION.” All of the
ingtitutions 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 B, 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 Finance of The University of Texas System, 201 West 7th Strest,
Austin, Texas 78701. Unless otherwise defined herein, capitalized terms used in this Official Statement
have the meanings assigned to such terms in “APPENDIX A, GLOSSARY OF TERMS.

PLAN OF FINANCING

Authority_for Issuance 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 issued as Parity Debt pursuant to the Master Resolution and
a Third Supplemental Resolution to the Master Resolution (also referred to herein as the “ Supplemental
Resolution”) adopted by the Board on May 11, 1995, authorizing the issuance of severa series of bonds
in the aggregate maximum principal amount of $232,000,000. The Bonds constitute the first installment
to be issued under the Supplemental Resolution. 1n 1991, the Board issued its Revenue Financing System
Refunding Bonds, Series 19914, 1991B and 1991C, which are currently outstanding in the aggregate

‘Preliminary, subject to change.




principal amount of $241,775,000, as Parity Debt pursuant to a Second Supplemental Resolution to the
Master Resolution. In addition, 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 tFme to time.

under the Master Resolution; provided, that the aggregate principal amount of such notes at any time
outstanding is limited by the Board's authorization to $250,000,000. A portion of the currently
outstanding Parity Debt issued under the commercia paper program will be refunded by the Bonds. See

“FINANCIAL MANAGEMENT OF THE UNIVERSITY SYSTEM OF TEXAS-Debt Management and
Anticipated Financing-Financing Programs-Revenue Financing System,”

Purpose for Issuance of Bonds

The Bonds are being issued for the purpose of(i) currently refunding certain Parity Debt obligations
issued by the Board pursuant to the Board's Revenue Financing System Commercial Paper Notes, Series
A, in the aggregate principal amount of $34,833,000 (the “Refunded Notes’), (ii) financing the cost of
improvements at certain Members of the Revenue Financing System, and (iii) refunding all of the
outstanding Board of Regents of Pan American University Tuition Revenue Refunding Bonds, Series
1986 (the “Refunded Bonds’ and together with the Refunded Notes, the “Refunded Obligations’).

Refunded Oblieations

The Refunded Obligations and interest due thereon are to be paid on the scheduled interest payment
and maturity dates, or upon earlier redemption thereof in the case of the Refunded Bonds, from funds
to be deposited with Bankers Trust Company, as escrow agent (the “Escrow Agent”), pursuant to an
escrow agreement (the “Escrow Agreement”) between the Board and the Escrow Agent.

The Supplemental Resolution provides that, concurrently with delivery of the Bonds, proceeds from
the sale of the Bonds, together with other available funds, if any, will be deposited with the Escrow Agent
into a separate escrow fund (the “Escrow Fund”) to pay the principal of and interest on the Refunded
Obligations. The amounts deposited into the Escrow Fund will be in the form of cash and noncallable,
nonprepayable, direct obligations of the United States of America (the “Federal Securities’) and will be
sufficient to provide for payment of the principal of and redemption premium, if any, and interest on the
Refunded Obligations when due. Under the Escrow Agreement, the Escrow Fund is irrevocably pledged
to the payment of principal of and interest on the Refunded Obligations. The Escrow Fund will not be
available to pay principal of and interest on the Bonds.

Issuance of the Bonds will be subject to delivery by KPMG Peat Mar-wick, 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 interest on the Refunded Obligations and (b) the actuarial yields relied on by Bond Counsd to
support its opinion that the Bonds are not arbitrage bonds under section 148 of the Interna 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 Obligations in accordance with applicable laws and the terms
of the authorizing documents pursuant to which the Refunded Obligations were issued. It is the opinion
of Bond Counsel that, as a result of such defeasance, the Refunded Obligations 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 alien on any
portion of the Pledged Revenues.




SOURCES AND APPLICATIONS OF FUNDS
The proceeds from the sale of the Bonds will be applied as follows:
Sources of Funds
Par Amount of Bonds $
Net Original Issue Premium
System Contribution

Total Sources of Funds $

Applications of Funds
Escrow Fund $
Project Costs $
Underwriters Discount and
Other Costs of Issuance $
Total Uses of Funds s

DESCRIPTION OF THE BONDS

General

The Bonds will be dated , 1995, 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 a 360-day year composed
of twelve 30-day months. Interest on the Bonds is payable August 15 and February 15 of each year,
commencing February 15, 1996. Principal of and redemption premium, if any, and interest on the Bonds
are payable by the Paying Agent for the Bonds, initialy the Treasurer of the State of Texas, at the times
and places and in the manner specified on the cover page of this Officia Statement.

The Bonds are initidly issuable in book-entry only form. Initialy, 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. See “DESCRIPTION OF THE BONDS-Book-Entry Only System.” The
initial Registrar for the Bonds will be the Board.

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 principa office of the Paying Agent is located are authorized by law
or executive order to close, then the date for such payment shall be the next succeeding day which is not
a Saturday, Sunday, lega holiday or day on which banking ingtitutions 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 origina date payment was due.

If any Bond is not presented for payment when the principa 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, has been deposited under the Supplemental Resolution, al 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 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 Supplementa
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.




Redemption

Optional Redemption. The Bonds scheduled to mature on and after August 15, are subject
to redemption prior to maturity at the option of the Board on August 15, __ 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, plus a premium of __%, reducing by __ % on August 15 of each
year until reaching par on August 15, ___; provided, that during any period in which DTC is serving as
securities depository for the Bonds, if fewer than al of the Bonds of the same maturity and bearing the
same interest rate are to be redeemed, the particular Bonds to be redeemed shall be selected by lot by
DTC and in turn by the DTC Participants (hereinafter defined). See “DESCRIPTION OF THE
BONDS-Book-Entry Only System.”

Mandatory Sinking Fund Redemption. T"he Bonds maturing on August 15, ___ and are subject
to mandatory sinking fund redemption prior to maturity in the following amounts, on the following dates
at a price of par plus accrued interest to the redemption date:

Bonds Maturing August 15,

Redemption Date Principal
August 1.5 Amount

The sinking fund requirements for any Bonds are subject to reduction, at the option of the Board, with
respect to (a) Bonds of such maturity previously called for redemption, and (b) Bonds of such maturity

previously acquired by or at the direction of the Board for cancellation, as provided in the Supplemental
Resolution.

Notice of Redemption. Not less than 30 days prior to a redemption date, a notice of redemption
will be published once in a financia publication, journal or report of general circulation among securities
deders 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 Registrar by United States mail, first-class, postage
prepaid, to each registered owner of a Bond to be redeemed in whole or in part a the address of each
such owner appearing on the registration books of the 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 actualy
required as a prerequisite for redemption. In addition, in the event of a redemption caused by an advance
refunding of the Bonds, the Registrar shall send a second notice of redemption to registered owners of
Bonds subject to redemption at least 30 days but not more than 90 days prior to the actua redemption
date. Any notice sent to registered securities depositories or nationa information services shall be sent
so that they are received at least two days prior to the general mailing or publication date of such notice.
The Registrar shall also send a notice of prepayment or redemption to the registered owner of any Bond
who has not sent 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 caled, the publication and
mailing dates for the notices, the dates of redemption, the redemption prices, the name of the Paying

Agent and the address at which the Bonds may be redeemed including a contact person and telephone
number.
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The Paving Agent and the Registrar

In the Supplemental Resolution, the Board reserves the right to replace the Paying Agent and
the Registrar. The Board covenants to maintain and provide a Paying Agent and a Registrar at al times
while the Bonds are outstanding, and any successor Paying Agent or Registrar shall be a competent and
legaly qualified bank, trust company, financial institution or other agency. In the event that the entity
at any time acting as Paying Agent or Registrar should resign or otherwise cease to act as such, the Board
covenants promptly to appoint a competent and legally qualified bank, trust company, financia institution
or other agency to act as Paying Agent or Registrar, as applicable. Upon any change in the Paying Agent
or the 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, first-class, postage prepaid, which notice
shall aso give the address of the new Paying Agent or the new Registrar, as applicable.

Book-Entrv _Only Svstem

Book-Entn Qnly Svstem. The Depository Trust Company ("DTC"), New York, New York, will
act as securities depository for the Bonds. The Bonds will be issued as fully-registered securities
registered in the name of Cede & Co. (DTC's partnership nominee). One fully-registered bond will be

issued for each maturity of the Bonds in the aggregate principal amount of such maturity, and will be
deposited with DTC.

DTC is a limited-purpose trust company organized under the New Y ork Banking Law, a “banking
organization” within the meaning of the New York Banking Law, 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. DTC holds securities that its participants (“Participants’) deposit with DTC. DTC aso
facilitates the settlement among Participants of securities transactions, such as transfers and pledges, in
deposited securities through electronic computerized book-entry changes in Participants accounts,
thereby eliminating the need for physical movement of securities certificates. Direct Participants include
securities brokers and deaders, banks, trust companies, clearing corporations, and certain other
organizations. DTC is owned by a number of its Direct Participants and by the New York Stock
Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities Dealers,
Inc. Access to the DTC system is also available to others such as securities brokers and dealers, banks,
and trust companies that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants’). The Rules applicable to DTC and its Participants
are on file with the Securities and Exchange Commission.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which
will receive a credit for the Bonds on DTC's records. The ownership interest of each actual purchaser
of each Bond (“Beneficid Owner”) is in turn to be recorded on the Direct and Indirect Participants
records. Beneficial Owners will not receive written confirmation from DTC of their purchase, but
Beneficial Owners are expected to receive written confirmations providing details of the transaction, as
well as periodic statements of their holdings, from the Direct or Indirect Participant through which the
Beneficial Owner entered into the transaction. Transfers of ownership interest in the Bonds are to be
accomplished by entries made on the books of Participants acting on behalf of Beneficia Owners.
Beneficial Owners will not receive certificates representing their ownership interests in the Bonds, except
in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are registered
in the name of DTC’s partnership nominee, Cede & Co. The deposit of Bonds with DTC and their
registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has no knowledge
of the actual Beneficid Owners of the Bonds, DTC's records reflect only the identity of the Direct
Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial Owners.

The Participants will remain responsible for keeping account of their holdings on behaf of ther
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.
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Redemption notices shall be sent to Cede & Co. If less than al the Bonds within a maturity are
being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct
Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Bonds. Under its usua
procedures, DTC mails an Omnibus Proxy to the Board as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus
Proxy).

Principal and interest payments on the Bonds will be made to DTC. DTC's practice is to credit
Direct Participants accounts on payable date in accordance with their respective holdings shown on
DTC's records unless DTC has reason to believe that it will not receive payment on payable date.
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered
in “street name,” and will be the responsibility of such Participant and not of DTC, the Paying Agent, the
Registrar or the Board, subject to any statutory or regulatory requirements as may be in effect from time
to time. Payment of principal and interest to DTC is the responsibility of the Board, disbursement of
such payments to Direct Participants shal be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at
any time by giving reasonable notice to the Board. Under such circumstances, in the event that a
successor securities depository is not obtained, Bonds are required to be printed and delivered.

The Board may decide to discontinue use of the system of book-entry transfers through DTC (or
a successor securities depository). In that event, Bond certificates will be printed and delivered.

The information concerning DTC and the book-entry system has been obtained from DTC and
is not guaranteed as to accuracy or completeness by, and is not to be construed as a representation by
the Board.

In reading this Officia Statement it should be understood that while the Bonds are in the bhook-
entry only system, references in other sections of this Official Statement to registered owners should be
read to include the person for which the Participant acquires an interest in the Bonds, but (i) all rights
of ownership must be exercised through DTC and the book-entry system, and (ii) except as described
above, notices that are to be given to registered owners under the Master Resolution and Supplemental
Resolution will be given only to DTC.

Effect of Termination of Book-Entn Qaly System. 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 may
be exchanged for an equal aggregate principal amount of Bonds in authorized denominations and of the
same maturity upon surrender thereof at the principal office of the Registrar with a duly executed
assignment in form satisfactory to the Registrar. The transfer of any Bond may be registered on the books
maintained by the Registrar for such purpose only upon the surrender of such Bond to the Registrar with
a duly executed assignment in form satisfactory to the Registrar. For every exchange or transfer of
registration of Bonds, the Registrar (and the Board, if at the time of such exchange or transfer the Board
is not then acting as the 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 Registrar for the transfer or exchange. The Registrar will
not be required to transfer or exchange any Bond after its selection for redemption. The Board and the
Registrar may treat the person in whose name a Bond is registered as the absolute owner thereof for al
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.

Security for the Bonds

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, subject only to the
provisions of the Prior Encumbered Obligations. 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 anv.
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 B, SUMMARY OF THE MASTER RESOLUTION.”

Supplemental Resolution

The issuance, sale and delivery of the Bonds are authorized by the Supplemental Resolution. The
Supplemental Resolution aso contains the written determination by the Board, as required by the Master
Resolution as a condition to the issuance of Parity Debt, that it will have sufficient funds to meet the
financial obligations of the University System, including sufficient Pledged Revenues to satisfy the annua
debt service requirements of the Revenue Financing System and to meet al financia obligations of the
Board relating to the Revenue Financing System and that the Members on whose behaf 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 te the Master Resolution without the consent of
the owners of outstanding Parity Debt. See “APPENDIX B, 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 rate of
interest borne by the Bonds; reduce the amount of principal payable on the Bonds;, modify the payment
of principal of or interest on the outstanding Bonds, or impose any conditions with respect to such
payment; affect the rights of the owners of less than al Bonds then outstanding; or change the minimum
percentage of outstanding principal amount of Bonds necessary for consent to an amendment.

DESCRIPTION OF THE REVENUE FINANCING SYSTEM

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 B,
SUMMARY OF THE MASTER RESOLUTION-Changes in Membership of the Revenue Financing
System.”

Under the Master Resolution, the Board has, with certain exceptions, combined al 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 the payment of
Parity Debt from time to time issued under the Master Resolution. Pledged Revenues do not include
(@ the interest of the University System in the Available University Fund (see “FINANCIAL
MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM-Fund Baances-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 C, 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,




1994, were $3,312.7 million, The University System has calculated that at least $1,024.2 million of the
unrestricted current funds revenues for the fiscal year ended August 31, 1994, 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 aso 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 genera 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 al 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 al Parity Debt
outstanding following issuance of the Bonds.

Combined Debt Service Requirements‘"

[TO COME]

M Does not include debt service on (A) the Board of Regentsof The University of Texas System GeneralTuition Revenue
Ref unding Bonds, Series 1986; the Board of Regents of The University of Texas System General Tuition Revenue
Refunding Bonds, New Series 1992; The University of Texas at Austin Building Revenue Refunding Bonds, Series 1986:
or the Refunded Bonds, or (B) the Parity Debt obligations currently outstanding in the form of Revenue Financing
System Commercial Paper Notes, Series A. See “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXXS
SYSTEM-Debt  Management and  Anticipated  Financing-Financing  Programs-Revenue  Financing ~ System.”




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 Seay
Hospital in Galveston (now a part of the University System’'s Medica 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, Ddlas, Arlington, San Antonio, the Permian Basin (Odessa),
Tyler and the Rio Grande Valley (Brownsville and Edinburg). Health Ingtitutions for medical education
and research have expanded beyond the original Galveston medica campus to include the Universitv,
System’s M.D. Anderson Cancer Center (Houston), the Southwestern Medical Center at Dalas, the
Health Science Centers at Houston and San Antonio, and the Hedth Center at Tyler. The fifteen
component ingtitutions of the University System have emerged among the nation’s premier educationa
enterprises.

The University System faculty includes six Nobel Prize Laureates, two Pulitzer Prize winners, 33
members of the National Academy of Sciences, 34 members of the National Academy of Engineering,
20 members of the American Academy of Arts and Sciences, 21 members of the American Law Institu%
and 25 members of the American Academy of Nursing. During fiscal year 1994, the faculty, staff and
students of the University System conducted research programs valued at approximately $731 million.
Many of the University System programs in science, engineering, libera 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, ingtitutions 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 ingtitution of higher education. The Coordinating Board periodically reviews all degree and
certificate programs offered by the State's ingtitutions of higher education and annualy 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 alocation
of appropriated funds among the State’s ingtitutions 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
congtituting the Board serve without pay and are appointed to staggered six-year terms. The Board
members, their cities of residence, and term expirations are listed on page (i) of this Official Statement.

Administration

The University System is managed through administrative officers in the System Administration
Office, including the Chancellor, the Executive Vice Chancellors for Academic Affairs, Hedth Affairs
and Business Affairs, and other officers concerned with asset management, 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 the Executive Vice Chancdlor for Health Affairs
and meet with their representative Executive Vice Chancellor on a bi-monthly basis in Austin. The
Executive Vice Chancellor for Business Affairs and the chief business officers at each component also
meet bi-monthly to consider topics of mutual concern.

At each component institution a president, or a director in the case of the Headth Center at Tyler,
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, aong with the officers of the
University System responsible for investment and finance, are listed below. All of such officers reside in
Austin, the headquarters for the University System.

Dr. William H. Cunningham Chancellor

Dr. James P. Duncan Executive Vice Chancellor for Academic Affairs
Charles B. Mullins, M.D. Executive Vice Chancellor for Headth Affairs
R.D. Burck Executive Vice Chancdlor for Business Affairs
Thomas G. Ricks Vice Chancellor for Asset Management

John A. Roan Assistant Vice Chancellor for Finance

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

Dr. William H. Cunningham became the Chancellor of the University System on
September 1, 1992. Prior to assuming the Chancellorship, he served as President of The
University of Texas at Austin for seven years and as Dean of the College and Graduate School
of Business Administration for the three preceding years. Dr. Cunningham joined The University
of Texas at Austin faculty in January 1971 from Michigan State University, where he earned his
B.A., M.B.A., and Ph.D. degrees. He is a nationally known marketing scholar, former editor of
the Journal of Marketing and an experienced author having written several books.

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 aso 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.

Charles B. Mullins, M.D. was named Executive Vice Chancellor for Health Affairs of the
University System on September 1, 1981. Dr. Mullins received 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 a The
University of Texas Southwestern Medical Center at Dallas, Director of Medica 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.

R.D. Burck was appointed Vice Chancellor for Business Affairs for the University System
in 1988 and was promoted in 1992 to Executive Vice Chancellor for Business Affairs. He
received his Bachelor of Business Administration degree from The University of Texas in 1955,
and attended South Texas Law School, after which he began a 29-year career with Getty Oil. In
1974, he assumed the duties of diversified operations manager for Getty QOil, and in this role was
responsible for managing the company’s worldwide holdings in rea estate, agriculture, television,
forest products, and construction.

Thomas G. Ricks was appointed the Vice Chancellor for Asset Management for the
University System in 1992. Prior to becoming Vice Chancellor, he served as Executive Director-
Finance and Private Investments of the University System. He is responsible for investment
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management of all University System endowment and operating funds aggregating to $7.2 hillion.
Before working at the University System, Mr. Ricks was Manager-Finance and Bank Relations
of The Superior Oil Company and an International Banking Officer with the Continental Illinois
Bank. He is a Certified Public Accountant and received his M.B.A. degree from the University
of Chicago in 1977.

John A. Roan joined the University System in 1989 as the Manager of Finance. He was
promoted in April 1994 to Assistant Vice Chancellor for Finance. As the Assistant Vice
Chancdllor for Finance, he oversees the responsibilities of the Office of Finance, the Office of
Endowment Real Estate on campus real estate matters, and the Office of Facilities, Planning and
Construction. Prior to working at the University System, he established a 20-year career in the
banking industry. Mr. Roan earned both his B.B.A. and M.B.A. degrees from The University of
Texas a Austin.

Component  Institutions

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

General Academic Institutions.

The Universitv or Texas at Arlington is a major comprehensive teaching, research and
public service ingtitution located in the heart of the Dallas-Fort Worth Metroplex. As the
University System’s second largest academic component, this institution offers 5.5 baccalaureate,
60 master’s and 20 doctoral degrees within nine academic units including Architecture, Business,
Engineering, Liberal Arts, Nursing, Science, Socia Work, Teacher Education and Urban and
Public Affairs. A high priority on graduate education has stimulated the growth of the Graduate
School to nearly 20 percent of the total student population. The largest graduate enrollment is
in the engineering disciplines. One of the fastest-growing programs is the doctorate in
humanities, which continues to receive national accolades.

The University of Texas at Audtin, which opened in 1883, is the oldest and largest
component of the University System and third largest university in the nation. It is a major
comprehensive research university with a broad mission of undergraduate education, graduate
education and research and public service. Serving nearly 48,000 students, the institution offers
270 degree programs in virtually every field, except most health-related professions and
agriculture. Numerous academic programs are ranked among the top 20 nationally. Because of
its relatively low tuition and high academic standing, The University of Texas at Austin is
consistently ranked among the best values in higher education in the nation.

It's academic resources include a library system that is ranked fifth among the nation’s
university libraries and which has more than 6.8 million volumes. The library not only serves the
campus community but also is a maor source of information for scholars, professionals,
businesses, government agencies, and the general public across the state.

The University of Texas at Brownsville, formerly a part of the University of Texas - Pan
American, became a separate ingtitution of the University System as of September 1, 1991.
Located one block from the Texas-Mexico border, The University of Texas at Brownsville's
efforts are directed toward enhancing educational opportunities for a bilingual, bicultural
population.  The institution, through a partnership with Texas Southmost College, offers
certificates, associate, baccalaureate and graduate programs within six academic units including
Liberal Arts, Science and Mathematics, Business and Industry, Education, Health Sciences and
the Division of Continuing Education. The partnership with Texas Southmost College operates
with a consolidated administrative structure. The combined faculty and shared teaching mission
provide continuity in curriculum, efficient use of physical, fiscal and human resources, and high-
quality instructional programs.

The Universitv of Texas at Dallas, developed from a private graduate research center
established in 1961, joined the University System in 1969. It offered only upper-level and
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graduate studies until the addition of freshman and sophomore classes in 1990. The ingtitution
is located approximately 18 miles north of downtown Dallas, adjacent to Synergy Park, a 400 acre
high-technology industrial park developed by the institution. There are also two off-campus
components of the ingtitution--the Callier Center for Communication Disorders (a leading speech
and hearing clinic), and the University of Texas at Dallas Geological Information Library.

The Schools of the institution, which include Arts and Humanities, General Studies,
Engineering and Computer Science, Human Development, Management, Natural Sciences and
Mathematics, and Socia Sciences, provide public service as well as study and research
opportunities.  When measured by research funding per faculty member, it consistently ranks
among the top three academic research-oriented universities in the State.

The University of Texas at El Paso was established by the State Legisiature 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.

The ingtitution is nationally recognized as a center for high-technology research and as
a leader in border studies and bilingual education. The University of Texas at El Paso now ranks
sixth among general academic universities in Texas in total annua research expenditures, with
a four-fold increase in externa funding during the past five years. As a regional university, The
University of Texas at El Paso serves a largely commuting student population of over 17,000, 85%
of whom are from El Paso County. Additionally, over 1,300 Mexican nationals, approximately
13% of al Mexican citizens enrolled in higher education in the United States, attend the
institution.

Degrees are offered at the baccalaureate, master’s and doctoral levels through six colleges
including Business Administration, Education, Engineering, Libera Arts, Nursing and Alﬁed
Hedlth and Science. Doctorates are offered in Geological Sciences and Electrical Engineering.
Planning for additional doctoral programs is currently underway.

The University of Texas . Pan American, located in Edinburg, was founded in 1927 and
joined the University System in 1989. Nearly al of the institution's students come from the
immediate region, the four southern-most counties of Texas known as the Rio Grande Valley.
The institution has the highest number of Hispanic students of any four-year college or university

in the nation. About 87% of its 13,750 students are Hispanic, reflecting the demography of the
region.

The University of Texas « Pan American offers one associate's degree, 41 baccalaureate
degrees and 30 master’s degrees through six academic colleges including Business Administration,
Education, Health Sciences and Human Services, Libera and Performing Arts, Science and
Engineering and Socia and Behaviora Sciences. The ingtitution aso offers a doctorate in
Business Administration with a concentration in international business. Additionaly, severa

other degree programs are in various stages of planning and approva for implementation during
the next several years.

The University of Texas of the Permian Basin in Odessa, was established in 1969 by the
Texas Legidature as an upper-level institution, its mission was expanded in 1991 to include
freshman and sophomore courses. It is the only four-year university serving the surrounding 17-
county region. The institution with 23 undergraduate and 8 graduate programs, currently serves
more than 2,300 students. Its academic structure consists of Arts and Sciences, Business
Administration, Engineering and Education. Specia programs include international study,
premedical and prelegal studies and teacher certification.

The University of Texas of the Permian Basin provides a strong foundation for the
region’s future with special programs that assist surrounding communities and local industry.
One such program is the Petroleum industry Alliance (PIA) located at the Center for Energy and
Economic Diversification. PIA serves the region’s most vital industry--oil and gas. It connects
the il and gas industry with State and Federal agencies, laboratories and the institution.
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The University of Texas at San Antonio was authorized by the Texas Legislature in 1969,
and first offered classes in 1973. The institution’s primary strength at the undergraduate level
lies in the breadth and depth of its academic programs. Its four colleges--Business, Fine Arts and
Humanities, Sciences and Engineering, and Social and Behavioral Sciences--offer 75
undergraduate and graduate degree programs, including 48 baccalaureate degrees. Graduate
degree programs include 8 masters concentrations in the College of Business. A doctora
program with a focus on neurobiology has been implemented, and additional doctoral programs
in engineering, computer science and educational leadership are planned.

The Ingtitute of Texan Cultures at San Antonio is part of The University of Texas at San
Antonio. Since its completion in 1968, the Institute has grown from a world's fair exhibit into
a statewide resource and information center and is the learning 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 Universitv of Texas at Tvler, established in 1971 as Tyler State College, became
Texas Eastern University in 1976. By action of the State Legidature, it became a part of the
University System in 1979. The University of Texas at Tyler is the only public degree-granting
university located in the East Texas Planning Region, an area of 700,000 population which
includes the Tyler-Longview metropolitan area.

As an upper-level university, The University of Texas at Tyler address the needs of
students from community and junior colleges and transfer students from other institutions. The
ingtitution has established joint baccalaureate programs with several community and junior
colleges in the region, as well as a partnership agreement with Tyler Junior College.
Baccalaureate and master's degrees are offered through four major academic colleges including
Business Administration, Education and Psychology, Liberal Arts, and Sciences and Mathematics.

Health  Inditutions

The Universitv of Texas Southwestern Medical Center at Dallas is by many measures
among the top academic medica centers in the United States, counting among its faculty four
active Nobel Laureates. Established as Southwestern Medical College in 1943, it became a part
of the University System in 1949. In 1972, its scope was expanded to that of a health science
center and the current name was adopted in 1987. Today, the Medical Center consists of
Southwestern Medical School, Southwestern Graduate School of Biomedical Sciences and
Southwestern Allied Health Sciences School. The three schools enroll a total of 1,700 students
and train more than 1,400 postdoctoral resident physicians and research fellows and provide
continuing education for approximately 15,000 practicing health professionals.

The Medical Center’s Faculty has nearly 1,300 full-time members. In addition to the four
active Nobel Laureates, the faculty includes 11 members of the National Academy of Sciences
and 3 members of Britain's Royal Society. The faculty and residents provide patient care at the
Zde Lipshy University Hospital, Parkland Memoria Hospital, The Children's Medical Center
of Ddlas and a host of other military veteran and civilian hospitals. Faculty physicians provide
more than $157 million in unreimbursed professional services annualy.

More than $130 million a year in research is conducted in arthritis, cancer, cholesterol.
chronic pain, developmenta biology, heart disease and stroke, molecular genetics, neurosurgery,
a variety of central nervous system, neuromuscular and psychiatric disorders; and on many other
clinical and basic science fronts.

The Universitv of Texas Medical Branch a Gaveston is the oldest academic health
science center in Texas and the second oldest component of the University System. Founded in
1891, the Medical Branch has awarded more than 19,000 degrees to health science professionals.
Iteig C:\Istimatedhthat one-fourth of the physicians practicing in the State today trained at the
Medi Branch.
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More than 2,700 students, including housestaff, are enrolled in the degree programs and
graduate medical training offered through the School of Medicine, the School of Nursing, the
School of Allied Health Sciences, the Graduate School of Biomedical Sciences, the Institute for
the Medicad Humanities, and the Marine Biomedica Ingtitute.

Composed of four schools, two institutes, and seven hospitals, the Medical Branch is the
only statewide referral center. The Medical Branch treats over 33,000 inpatients and more than
502,000 outpatients annually, including over 65,000 emergency room patients. The John Sealy
Hospital, a 12-story, 528-bed tower, is the central patient care facility. Other Medical Branch
hospitals include the Jennie Sealy Hospital, R. Waverley Smith Pavilion, Mary Moody Northern
Pavilion, Children’s Hospital and the Texas Department of Criminal Justice Hospital. The
Shriners Burns Institute provides treatment free of charge to pediatric burn patients from around
the world.

The University of Texas Health Science Center at Houston, which was established in
1972, has become the largest educational component of the Texas Medical Center, and it is
among the country’s top 10 free-standing medical/hedth research ingtitutions in research
expenditures. Over 3,000 students are enrolled in six schools consisting of Medicine, Dentistry,
Nursing, Public Hedth, Biomedica Sciences and Allied Health Sciences,

The Hedth Science Center’s focus on prevention recognizes that most diseases result
from three factors. genetics, environmental and lifestyle. Prevention is the key in a number of
Federally funded projects including finding genes responsible for diabetes and the prevention of
AIDS among adolescents. A full range of medica speciaties continues to be available through
the Medical School’s physicians, who provide care for more than 594,000 outpatients annually.
The indtitution also operates the Harris County Psychiatric Center, the only public psychiatric
hospital in the Houston area, where patient admissions total more than 4,000 annualy. The
Dental Branch provides care to more than 128,000 outpatients, and Nursing Services, which
provides primary care for students, employees and private patients, treats nearly 12,000
outpatients annually.

The Universitv of Texas Health Science Center at San Antonio was established in 1968,
and has gained an international reputation as a leading university research center. Located on
a 100-acre campus in the heart of the South Texas Medical Center, the Health Science Center
has more than a $800 million impact each year on the Texas economy and provides more than
$70 million each year to the community in indigent care. Degree programs are offered in six
schools including Medical, Dental, Nursing, Allied Heath Sciences, Graduate School of
Biomedical Sciences, Public Health and Doctor of Pharmacy Degree Program. The Denta
School consistently ranks as one of the nation’s top dental programs and in the number of
research projects funded by the National Institutes of Health. For the past 8 years, the Denta
School has led the country in the number of student fellowships granted by the American
Association of Dental Research.

Research and patient care in areas such as diabetes, orthopedics, pediatric surgery, organ
transplantation, and a host of rehabilitative medicines attract patients from across the nation and
from throughout the world. The faculty and residents provide patient care at the University
Hospital, the Audie L. Murphy Memoria Veterans Hospital, the University Health Center, and
a host of other military and civilian hospitals and institutions.

The Universitv_of Texas M.D. Anderson Cancer Center at Houston ranks as one of the
world's most respected and productive centers devoted exclusively to cancer patient care,
research, education and prevention. Since the institution was established by the Texas Legidature
in 1941, M.D. Anderson has made maor contributions that have enhanced cancer care
throughout the world. M.D. Anderson was one of the first three such centers and remains the
only comprehensive cancer center within a university system. The main complex of M.D.
Anderson is located in Houston's Texas Medica Center and is composed of a 518-bed hospital.
a lo-story outpatient clinical building and numerous research laboratories. More than 315,000
people have turned to M.D. Anderson for cancer care since the first patient was registered in
1944. Additionaly, M.D. Anderson offers one of the largest bone marrow transplantation
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programs in the world and an extensive program of clinica trials that seek to improve therapies
for al types of cancer.

Besides research conducted in the Houston complex, studies focusing on the
environmental causes of cancer are underway in the Department of Carcinogenesis at M.D.
Anderson’s Science Park-Research Division in Bastrop County. The Science Park also includes
the Department of Veterinary Sciences, which is devoted to producing research animals for many
institutions in Texas.

The University of Texas Headth Center at Tyler is an academic health care institution
with a mission of patient care, medical education and biomedical research. The institution joined
the University System in 1977, after 30 years as a State tuberculosis and pulmonary hospital.
Patients come to the Health Center for primary care and for further diagnosis and treatment by
specialists, particularly in the areas of heart and lung diseases. Outpatient services include family
practice, breast diagnostics, sleep evaluation, occupational medicine, oncology, interna medicine,
urgent care, adult asthma, and many other clinical science fronts. The institution records more
than 92,000 outpatient visits annually, with approximately 60% coming from outside the Tyler and
Smith County region.

The Health Center ranks eighth in Texas and first in East Texas in the amount of
biomedical research being conducted, and leads the area in attracting biotechnology industries
to East Texas. The research mission of the Health Center involves both basic and clinical studies.
Ongoing research includes adult respiratory distress syndrome, pulmonary edema, lung cell injury
and the mechanisms of cell regulation.

Enrollment

The following are the historical headcount enrollment figures at the teaching institutions of the

University System during the past five Fall Semesters:

Fall Enroliment(*)

1990 1991 1992 1993 1994

The University of Texas at Arlington 24,783 25,135 24,727 23,749 23,202
The University of Texas at Austin® 49,617 49,961 49,253 48,555 47,957
The University of Texas at Brownsville® 1,432 1,457 1,672 1911 2,205
The University of Texas at Dallas 8,685 8,980 8,993 8,640 8,487
The University of Texas at El Paso 16,524 16,795 17,213 16,999 17,188
The University of Texas-Pan American 12,248 12,466 13,299 13,702 13,750
The University of Texas of the Permian Basin 2,041 2,107 2,282 2,219 2,315
The University of Texas at San Antonio 15,489 15,759 16,767 17,097 17,579
The University of Texas at Tyler 3,725 3,789 3,979 3,936 3,987
The University of Texas Southwestern Medical 1,529 1,59 1,634 1,680 1,700
Center at Ddlas
The University of Texas Medical Branch at 1,799 1,960 2,112 2,251 2,327
Galveston
The University of Texas Health Science Center 3,016 3,125 3,204 3,279 3,183
at Houston
The University of Texas Health Science Center 2,456 2,546 2,573 2,662 2,790
at San Antonio

Total 143,34 145,675 147.708 146.680 146,670

3]
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The University of Texas M.D. Anderson Cancer Center and The University of Texas Hedth Center at Tyler do not have
enrolled  students.

In order to prevent overcrowding of facilities and an unacceptable student-to-faculty ratio, The University of Texas at

Austin initiated an enrollment management program in the Fall 1987 aimed a achieving a target enrollment of 48,000
by the Fall 1994.

The University of Texas a Brownsville shares an educational partnership with Texas Southmost College. Enrollment
data consists of upper-level undergraduate students (above the sophomore level) and graduate students at the University
of Texas a Brownsville only and does not Include students enrolled at Texas Southmost College.
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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.

Degrees Awarded

1989-90 1990-91 '1991-92 1992-93 1993-94
General _Academic _|ngtitutions
Associate 73 87 88 101 79
Baccalaureate 16,034 17,009 16,709 17,319 17,265
Master’s 4,446 4,698 5,093 5,546 5,872
Doctora 805 824 803 843 881
Special Professional 350 558 S 548 524
Total 21,908 23,176 23,204 24357 24,621
Hedth Indtitutions
Certificate 123 255 239 187 180
Baccalaureate 787 897 948 1,050 1,132
Master’'s 310 299 363 413 437
Doctora
Ph.D 156 133 141 150 169
M.D. 749 748 741 747 759
D.DS. 178 171 168 151 187
Total 2303 283 2600 2698 2864

Facultv apmd Employees

The numbers of full-time equivalent faculty and employees employed by the component
ingtitutions of the University System as of November 1994, the most recent period for which such
information is available, are set forth in the following table:

Full-Time Eauivalent Facultv _and Emplovees.

November 1994 Percent of Tota
Generd Academic Institutions
Faculty 4,767 8.34%
All Other Employees 27814 48.66
Subtotal 32.581 57.00
Hedth Institutions
Faculty 6,400 11.20
All Other Employees 17,778 31.10
Subtotal 24,118 42.30
University Svstem Administration 413
Total 57.172 100.0%
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The quality of the faculty in the University System is evidenced by a wide range of honors, awards
and grants. Currentiy, the faculty of the component ingtitutions within the University System includes:
six Nobel Prize Laureates; two Pulitzer Prize Winners; 33 Members of the National Academy of Sciences;
34 Members of the National Academy of Engineering; 20 Members of the American Academy of Arts
and Sciences; 21 Members of the American Law Institute; and 25 members of the American Academy
of Nursing.

Each year, faculty members throughout the University System conduct research funded by competitive
grants from agencies such as the Nationa Science Foundation, the Nationa Institutes of Health, the
American Cancer Society, the Nationa Endowment for the Humanities, the National Endowment for the
Arts and the Coordinating Board. Research expenditures from these and other grants have increased
40.3% during the fiscal years 1990 through 1994 from $521 million to $731 million.

University System faculty members have received such prestigious awards as the Field Medd 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 Business Affairs and the Vice Chancellor for Asset Management. The Office of Asset
Management is responsible for investment management of the University System’s endowment real estate
and endowment funds. The Office of Business Affairs includes the Office of Finance, which reports to
John A. Roan, Assistant Vice Chancellor for Finance. The Office of Business Affairs has debt
administration responsibility, as well as offices which coordinate the operationa activities of the
University System, including budget matters. The Assistant Vice Chancellor and Controller of the
University System, reporting to the Executive Vice Chancellor for Business Affairs, prepares for the
Board an annual budget for the University System, monthly financial reports and the annua unaudited
primary financial statements of the University System financial report for the Board.

Financial _Statements

Annually, not later than December 31st of each year, the unaudited primary financial statements
of the University System 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 primary financial statements include the System Administration
and al component ingtitutions of the University System. Amounts due between component institutions
in the same fund category, amounts held for component ingtitutions by the System Administration and
other duplications in reporting are eliminated in combining the individua financial statements.

The University System is an agency of the State of Texas and its financial records reflect
compliance with applicable State statutes and regulations. The significant accounting policies followed
by the University System in maintaining accounts and in the preparation of the combined primary
financial statements are in accordance with Texas Comptroller of Public Accounts Annual Financia
Reporting Requirements. These requirements follow, as near as practicable, the AICPA Industry Audit
Guide Audits of Colleges and Universities, 1973, as amended by AICPA Statement of Position (SOP) 74-
8, Financia Accounting and Reporting by Colleges and Universities.
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Attached to this Officiad Statement as “APPENDIX C, FINANCIAL STATEMENTS OF THE
UNIVERSITY OF TEXAS SYSTEM,” is the most recent unaudited Combined Primary Financial
Statements of The University of Texas System (with the relevant portion of the Notes to the Combined
Primary Financial Statements), for the University System’s fiscal year ended August 31, 1994, excerpted
from the 1994 Annual Report of The University of Texas System. The University System’s unaudited
Priinary Financia Statements set forth as APPENDIX C consist of the Combined Balance Sheet as of
August 31, 1994, the Combined Statement of Changes in Fund Balances for the Year Ended August 31,
199'4, and the Combined Statement of Current Funds Revenues and Expenditures for the Year Ended
August 31, 1994,

Following is a summary of the revenues, expenditures and fund balances derived from the

unaudited primary financial statements of the University System for each of the most recent five fiscal
years.

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 primary financial statements for each of the
fiscal years indicated. This statement, prepared under the principles of fund accounting, presents the
financia activities of current funds related to the applicable reporting period and does not purport to
prefsent the results of operations or the net income or loss for the period. See “FINANCIAL
MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM-Financid Statements.”

Unrestricted Current Funds Revenues. Unrestricted funds are funds over which the Board retains
full control in achieving institutional purposes. Not all unrestricted funds constitute Pledged Revenues.
See “DESCRIPTION OF THE REVENUE FINANCING SYSTEM.” The unrestricted current funds
revenues described below are derived from the unaudited primary financial statements of the University
System for each of the fiscal years in the five year period ended August 31, 1994. See “FINANCIAL
MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM-Financid 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
in Fiscal Years

1990 1991 1992 1993 1994
Sources 0of Revenues
Tumon and Fees ... 7.36% 7.45% 7.51% 8.39% 8.77%
State Approprlatlons .............. 47.15 44.43 41.68 38.92 39.56
GlftS Grants and Contracts ......... 4.88 3.76 3.85 4.63 5.46
Avhilable University Fund Income 3.35 3.34 3.08 2.95 2.60
Endowment INCOME ... .............. 0.00 0.01 0.09 0.07 0.56
Sa gs and Services ........... .. ... 22.61 27.13 28.48 29.70 26.81
Professional Fees ................. 10.84 10.15 11.00 11.55 13.08
Other Interest Income ............. 2.49 2.18 191 1.35 1.24
Other SOUCES ......ooovvveei.., 132 1.55 240 244 19L

100.00%  100.00% 100.-0%  100.00%  100.00%
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Tuition_and Fees. Each component ingtitution granting degrees charges tuition
and fees as set by the State Legidature and the Board under Chapters 54 and 55 of the
Texas Education Code. Pursuant to legisation passed in 1985 and amended in 1991, the
undergraduate tuition charged to State residents increased over a six-year period from
$18 per semester credit hour in the 1989-90 academic year to the current level of $28.
State law provides for future increases in undergraduate tuition applicable to State
residents to the following levels: $30 per semester credit hour for the 1995-96 academic
year and $32 for the 1996-97 academic year. Undergraduate tuition for non-State
residents has remained at $120 per semester credit hour since the 1985-86 academic year.
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 al 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)
1990 1991 1992 1993 1994
$175.6 $187.5 $212.3 $256.5 $290.4

State Appropriations. The University System receives support annually from the
State through annua genera revenue fund appropriations made by the State Legidature.
For the most recent year ended August 31, 1994, 39.56% of unrestricted current funds
revenues were from State general revenue fund appropriations.

Levels of continued State support to the University System are dependent on
results of biennial legidative sessions. Currently the State Legidature is in session and
will adopt a budget for the State for the biennium beginning September 1, 1995. On
January 10, 1995, the State Comptroller of Public Accounts estimated that during the
next biennium, the State will receive a total of $46.9 hillion in genera revenue funds
available for appropriation by the State Legidature. This amount is up by $7.8 hillion, or
19.95%. over the current biennium. 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 genera 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 Legidature to make appropriations to the University System
taking into consideration the availability of financia 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 each of the five
most recent fiscal years:

State  Appropriations
(in Millions)

1990 199 992 1993 1994

$1,125.5 $1,118.7 $1,178.9 $1,189.2 $1,310.5

-19-




Gifts,_Grunts and Contracts. 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 each 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 Millions)
1990 1991 1992 1993 1994
$116.5 $94.6 $108.8 $141.3 $180.9

Available University Fund Income. The Available University Fund is established
by the State Constitution and consists of al dividends, interest and other income of the
Permanent University Fund (net of Permanent University Fund administrative expenses)
including the net income attributable to the surface of Permanent University Fund lands.
Two-thirds of the total amounts comprising the Available University Fund (after
administrative expenses) are congtitutionally appropriated to the University System first,
for the payment of annual debt service on Permanent University Fund bonds and notes
issued by the Board, and second, for the support and maintenance of The University of
Texas at Austin and System Administration. The following table sets forth the amounts
so appropriated for The University of Texas at Austin and System Administration during
each of the five most recent fiscal years:

Available University Fund Income
(in Millions)

Endowment Income. 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-evauation of its practices relating to accounting for this
source of revenue. The following table sets forth the amount of unrestricted endowment
income received during each of the five most recent fiscal years:

Endowment  Income

(in Millions)
1990 1991 1992 1993 1994
$0.1 0.2 $2.6 $2.0 $18.4
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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)
1990 1991 1992 1993 1994
$539.8 $683.2 $805.6 $907.4 $888.2

Professional Fees. At each 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 each of
the five most recent fiscal years:

Professional  Fees

(in Millions)
1990 1991 1992 1993 1994
$258.8 $255.5 $311.3 $353.0 $433.2

Other Interest Income. 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. (See “FINANCIAL MANAGEMENT OF THE
UNIVERSITY OF TEXAS SYSTEM-Investment Policy and Procedures-Management
of Funds Other Than Endowment, Annuity and Life Income, and Certain Agency
Funds’). The following table sets forth such interest income received during each of the
five most recent fiscal years:

Other Interest Income

(in Millions)
1999 1991 1992 1993 1994
$59.6 54.9 $53.9 $41.2 $411

Other Sources. All miscellaneous 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:

Other Sources

(in Millions)
1990 1991 1992 1993 1994
$31.4 39.0 $68.0 $74.7 $63.7
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Total Unrestricted Current Funds Revenues. 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)
1990 1991 1992 1993 1994
$2,387.2 $2,517.7 $2,828.5 $3,055.2 $3,312.7

Total Pledged Unrestricted Current Funds Revenues. The following table sets forth
the amount of unrestricted current funds revenues received during each of the five most
recent fiscal years that constituted Pledged Revenues:

Total Pledged Unrestricted Current Funds Revenues'

(in Millions)
1990® 1991 1992 1993 1994®
N/A $602.8 $698.5 $784.8 $1,035.4

() Does not include 4.5 million in Pledged Practice Plan Funds which also constitute Pledged
Revenues.

@ The Revenue Financing System was not fully implemented until 1991.

3 Includes the Pledged General Tuition, which became a component of Pledged Revenues
on October 8, 1993.

Remainder of This Page Intentionally Left Blank
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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 aso
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 primary financial statements of
the University System for each of the fiscal years in the five-year period ended August 31, 1994. 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

1990 1991 1992 1993 1994
Expenditures
Education and Genera Instruction ... 35.45% 35.16% 34.64% 33.46% 34.33%
Research .....oovvviiiiinainn.. 4,92 5.78 5.40 5.00 4.58
Public Service ................... 1.08 1.09 1.20 133 1.63
Academic Support ................ 488 457 4.48 4.35 411
Student Services ................. 1.29 127 1.26 133 1.39
Institutional Support .............. 8.74 8.07 7.46 8.43 8.90
Operations ‘and Maintenance of Plant . 10.51 10.35 9.39 9.86 8.61
Scholarships and Fellowships ........ 1.83 170 175 177 1.84
Hospitals .............cooinnn.. 21.99 23.16 26.01 26.39 27.05
Auxiliary Enterprises .............. 7.39 7.14 6.76 6.45 6.04
Mandatory Transfers’) ............. 1.72 1.71 1.65 1.63 1.52
100.00%  100.00% 100.00% ~00.00% 100.00%

H Includes debt service payments on Parity Debt and Prior Encumbered Obligations. See “Mandatory Transfers” below

Instruction. This category includes expenditures for all activities that are part of
the University System’s instructional programs. Expenditures for credit and non-credit
courses, for academic, vocational and technical instruction, for remedial and tutoria
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:

Instruction
(in Millions)
1990 1991 1992 1993 1994
$803.5 $864.2 $924.3 $1,004.0 $1,085.7
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Research. This category includes all expenditures for activities specificallv
organized to produce research. Expenditures may be either internaly or externally
sponsored. The following table presents a history of these expenditures for each of the
five most recent fiscal years:

Resear ch
(in Millions)
1990 1991 1992 1993 1994
$1109 $1420 $144.2 $150.1 $144.8

Public Service. This category includes funds expended for activities that are
established primarily to provide non-instructional 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 Millions)
1990 1901 1992 1993 19A
$24.3 $26.9 $32.0 $40.1 $51.5

Academic Support. This category includes funds expended primarily to provide
support services for instruction, research and public service. Expenditures included in this
category are those supporting the operation of libraries, museums and galleries, 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)
1990 1991 1992 1993 1994
$1101 $1123 $1195 $130.5 $130.0

Student Services. This category includes funds expended for the offices of
admissions and registrar and tor those activities whose primary purpose is to contribute
to the student’s emotional and physical well-being and intellectua, cultura and socia
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 Millions)
1990 1991 1992 1993 uic e’
$29.2 $31.3 33.7 $39.9 $44.0
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Institutional Support. 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:

Institutional ~ Support

(in Millions)
1990 1991 1992 1993 1994
$197.0 $1983 $199.1 $2530 $281.4

Operations and Maintenance of Plant. 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

(in Millions)
1990 1991 1992 1993 1994
$236.9 $254.3 $250.7 $295.9 $272.3

Scholarships and Fellowships. This category includes expenditures for scholarships
and fellowships, including tuition remissions and exemptions in the forms of grants to
students resulting either 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:

Scholarships  and  Fellowships

(in Millions)
1990 1991 1992 1993 1994
12 $41.9 $46.7 $530 $58.2

Hospitals. 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, fisca
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:

Hospitals
(in Millions)
1990 1991 1992 1993 1994
$495.7 $5694 2 $7919 $3555
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Auxiliary Enterprises. This category includes al 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:

Auxiliary  Enterprises

(in Millions)
1990 1991 1992 1993 1994
$166.5 $175.6 $180.3 $193.5 $191.2

Mandatory Transfers. This category includes transfers from the unrestricted
current funds group to other fund groups arising primarily out of binding legal
agreements for the payment of debt service on Parity Debt and Prior Encumbered
Obligations, as well as 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)
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Total Unrestricted Current Funds Expenditures_and Mandatory_Transfers. 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

(in Millions)
1990 1991 1992 1993 1994
$2,254.1 $2,458.2 $2,668.7 $3.001.0 $3,162.7
Restricted Current Funds Revenues and Exwnditures. Restricted current funds revenues refer

to resources that have been externaly 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 tota
restricted current funds revenues and expenditures for each of the five most recent fiscal years:

Total Restricted Current Funds
Revenues and Expenditures
(in Millions)

1990 1991 1992 1993 1994

$508.2 $555.8 $604.4 $689.0 $717.6
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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 primary financial statements for each of the fiscal years
indicated. See “FINANCIAL MANAGEMENT OFTHE UNIVERSITY OF TEXAS SYSTEM-Financid
Statements.” The Combined Statement of Changes in Fund Balances for the fiscal year ended August 31,
1994, included in “APPENDIX C, FINANCIAL STATEMENTS OF THE UNIVERSITY OF TEXAS
SYSTEM,” is essentially a statement of changes in financial position between reporting dates and is
presented for al 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 C, FINANCIAL STATEMENTS OF THE UNIVERSITY OF
TEXAS SYSTEM” for details for the year ended August 31, 1994. The total fund balance of al
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:

Unrestricted Current Funds Balances

(in Millions)
1990 1991 1992 1993 1994
$736.2 $719.9 $783.2 $770.6 $867.7

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)
1990 1991 1992 1993 1994
$591.7 $346.4 $355.7 $388.5 $426.8
-27-
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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)
1990 1991 1992 1993 1994
$336 .6 $95.7 $ 1009 $108.7

Endowment and Similar Funds (State-Per manent University Fund). While listed as an asset
on the Combined Balance Sheets included in the University System’'s unaudited primary financia
statements, the Permanent University Fund is a public endowment the corpus of which must be forever
kept intact. Only certain revenues derived from the investment of the corpus of the Permanent University
Fund comprise the Available University Fund and are appropriated for use by the University System.
See “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM-Fund
Baances-Available University Fund.” For more information regarding the Permanent University Fund,
see “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM-Permanent
University Fund” and "-Investment Policy and Procedure—Investment of Permanent University Fund.”

Endowment and Similar Funds (Other than State). The Other then Sae caegoy of endowmat
funds consist primarily of the Long Term Fund (formerly known as the Common Trust Fund) and other
private endowments. The Long Term Fund is a pooled fund for the investment of private endowments
donated to benefit various programs and purposes at the fifteen 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. See “FINANCIAL MANAGEMENT OF THE

UNIVERSITY OF TEXAS SYSTEM-Investment Policy and Procedures-Investment Programs-The
Long Term Fund.”

Other private endowments consist primarily of (a) approximately 154 separately invested accounts
where the endowment asset donated is unique, such as a rea estate interest, or where the donor has
placed investment restrictions on the asset so as to preclude its inclusion in the Long Term Fund, and
(b) the Specia 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 each of the five most recent fiscal years was as follows:

Endowment and Similar Funds
(Other than State)

(in Millions)
1990 1991 1992 1993 1994
$779.6 $348.6 $1,024.8 $1,163.2 $1,295.3

Of the $1,295.3 somwn for 1994, $3195 million is desdfied es “Funds Fundioning as Endowmant,”
which means that such funds have been designated as endowments by the Board and are subject to being
redesignated by the Board and made available for other lawful purposesl

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

-2%




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)
1990 1991 1992 1993 1994
$7.9 $10.6 $131 $12.6 $13.6

Available Universitv Fund. The Available University Fund is established by the State
Congtitution and consists of al dividends, interest and other income of the Permanent University Fund
(net of Permanent University Fund administrative expenses) including the net income attributable to the
surface of Permanent University Fund lands. Two-thirds of the total amounts comprising the Available
University Fund (after administrative expenses) are congtitutionally appropriated to the University System
first, for the payment of annual debt service on Permanent University Fund bonds and notes issued by
the Board, and second, for the support and maintenance of The University of Texas at Austin and System
Administration.

The Available University Fund balances appropriated to the University System as of the end of
each of the five most recent fiscal years was as follows:

Available University Fund

(in Millions)
1990 1991 1992 1993 1994
$60.1 $83.4 $95.2 $88.5 $02.1

A portion of the fund balance for each year shown above represented accrued income attributable
to The Texas A&M University System. Of the $92.1 million balance of the Available University Fund
on August 31, 1994, approximately $15.6 million represented accrued income attributable to 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 liahilities (primarily unexpended Permanent University Fund bond proceeds).
This category 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

(in Millions)
1990 1991 1992 1993 1994
$119.0 $209.6 $232.2 $256.3 $256.5
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Renewals and Replacements Funds. These funds provide for the renewa and
replacement of plant fund assets and their associated liabilities as distinguished from
additions and improvements to plant. The renewals and replacements fund balance as of
the end of each of the five most recent fiscal years was as follows:

Renewals and Replacements Funds

(in Millions)
1990 1991 1992 1993 1994
$10.4 $5.1 $6.1 $3.2 5.6

Retirement 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
(in Millions)
1990 1991 1992 1993 1994
$47.7 $41.8 $43.4 $40.7 $5.2

Investment 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 each of the five most recent fiscal years was as

follows:
Investment in Plant Funds
(in Millions)
1990 1991 1992 1993 1994
$3,135.4 $3,274.5 $3,480.8 $3,758.5 $3,951.8

At August 31, 1994, gross plant assets totalled $4.955.7 million. Of this total,
51.9% was in the form of buildings, 28.7% in equipment, 6.0% in library books, 4.4%
in construction in progress and 9.0% in land and other. Deferred maintenance
requirements at the University System are currently estimated to be $38.6 million or
approximately 0.82% of the replacement cost of plant assets.

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)
1990 1991 1992 1993 1994
$1235 $173.0 $24.6 $27.8 $44.6
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As of August 31, 1994, the Medical Liability Self-Insurance Fund’s assets totalled $121.7 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.

Permanent University Fund

The Permanent University Fund is a public endowment contributing to the support of the
University System (other than The University of Texas-Pan American and The University of Texas at
Brownsville) and The Texas A&M University System. The State Congtitution 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, 1994, 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 minera leases, lease bonuses and al 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 Permanent University
Fund administration expenses) represent the Available University Fund.  See “FINANCIAL
MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM-Fund Balances-Available University
Fund.” For information regarding the investment policy relating to the Permanent University Fund, see
“FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM-Investment Policy and
Procedures-Investment of the Permanent University Fund.” The funds held in the Permanent University
Fund are not available to pay debt service on the Bonds.

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

Endowment and Similar Funds
State (Permanent University Fund)

(in Millions)
1990 1991 1992 1993 1994
$3,445.1 $3,536.5 $3,666.9 $4,053.4 $4,222.5

Investment Pelicy and Procedures

Management of Investments. The Board is responsble for investment of Universty System funds
held outside the State Treasury and has provided for centralized investment management through the
Office of Asset Management of the University System. The Vice Chancellor for Asset Management
serves as the chief investment officer of the University System and supervises the Office of Asset
Management. Investments are managed both internally, by securities analysts, portfolio managers and

accountants employed by the Office of Asset Management, and externaly, by unaffiliated investment
managers.

The Board has a standing Asset Management Committee (the “Asset Management Committeg”)
that oversees various investment functions relating to endowments and similar funds. The Asset
Management Committee is comprised of the Chairman of the Board and such members of the Board as
are appointed thereto by the Chairman. The Board additionally appoints an Investment Advisory
Committee (the “Investment Advisory Committee”) of six citizen members whose particular qualifications
and experience qualify them, in the opinion of the Board, to advise the Chancellor and Vice Chancellor
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for Asset Management with respect to investment policy, planning and performance evaluations. The
Board also utilizes a nationally recognized performance measurement service to evaluate and anayze the
investment results of the endowment funds with other public and private funds having similar objectives.

A bill currently pending before the State legislature would authorize the Board to organize a non-
profit corporation controlled by the Board and to contract with such corporation for the investment of
University System funds. Any such corporation must be dedicated solely to managing the investment of
funds under the control and management of the Board, and the investment policies of such corporation
must be approved by the Board. If the bill is enacted, the Board may determine to organize such a
corporation and to transfer some or all of the staff of the Office of Asset Management to the corporation
and to contract with the corporation for management of some or al of the funds under its control and
management. Such action would not, however, relieve the Board from its responsibility for management
of such funds.

Authorized Investments. University System funds are invested in accordance with State law and
the written investment policies of the Board.. State law provides that the Board may invest University
System funds subject only to the requirement that investments be made with the judgment and care,
under circumstances then prevailing, that persons of prudence, discretion and intelligence exercise in the
management of their own affairs, not in regard to speculation, but in regard to the permanent disposition
of their funds, considering the probable income as well as the probable safety of their capital. The Board
has adopted separate written policies relating to the investment of separate categories of University
System funds, each of which contains the following restrictions, among others: (i) generally, securities
may not be purchased on margin or leverage; (i) generally, transactions in short sales are not permitted;
(iii) commercial paper may not be purchased unless it is rated in the two highest quality classes by
Moody’s Investors Service (“Moody’s’) or Standard & Poor’s Ratings Group (“S&P”); (iv) repurchase
agreements and reverse purchase agreements must be with a domestic dealer selected by the Federa
Reserve as a primary dedler in U.S. Treasury securities; or a bank that is associated with a holding
company meeting the commercial paper rating criteria specified above or that has a certificate of deposit
rating of 1 or better by Duff & Phelps;, and (v) transactions in derivative instruments (other than those
received as part of an investment unit) may occur only as part of an approved hedging, asset alocation,
or other program; provided, that for purposes of this limitation, derivatives are defined as instruments
whose value is derived, in whole or part, from the value of any one or more underlying assets, or index
of assets (such as stocks, bonds, commodities, interest rates, and currencies) and evidenced by forward,
futures, swap, cap, floor, option, and other applicable contracts.

Investmept Programs. To fecilitate the investment of University System funds, the Board has
(i) created two separate pooled investment funds, designated as the Long Term Fund (the "LT¥") and
the Short/Intermediate Term Fund (the "S/ITF"), and (ii) approved a money market mutua fund,
designated as the Short Term Fund (the "STF"). Set forth below is additional information regarding the
LTF, the S/ITF and the STF.

The Long Term Fund. The LTF is a long term pooled investment fund for the collective
investment of al endowment and other long term funds of component institutions of the
University System (other than endowment funds held in the Permanent University Fund and
funds subject to use restrictions that are inconsistent with investment in the LTF). The
participation of the component ingtitutions of the University System in the LTF is evidenced by
the ownership of units in the LTF. The investment objectives of the LTF are to (i) preserve the
purchasing power of LTF principa and distributions stream by maximizing inflation adjusted total
return and (ii) outperform relevant capital markets. Pursuant to a written policy of the Board,
oversight of the LTF resides with the Asset Management Committee. In addition, the Board's
policy imposes the following specific restrictions, among others, on the investment of funds
comprising the LTF: (1) with respect to the LTF’s fixed income portfolio, no more than 1% of
the book value of the LTF may be invested in bonds or preferred stocks rated below Baa3 or
BBB- by Moody’s or S& P, respectively, unrated bonds, and unrated preferred stocks that, in each
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case, have not been reviewed by the Asset Management Committee; and (2) with respect to the
LTF’s equities portfolio, no more than 5% of the voting securities of a corporation may be owned
unless specifically authorized by the Vice Chancellor for Asset Management. The Board's policy
aso requires that the LTF’s fixed income portfolio have an average investment quality equivalent
to a rating of Al or A+ by Moody’s or S&P, respectively.

Asset dlocation within the LTF is the responsbility of the Asset Management
Committee, and asset alocation targets are subject to change from time to time based on the
economic and investment outlook. The asset classes within the LTF, the long term targeted
alocation percentage for each asset class and the actual asset alocation percentages as of
February 28, 1995 are set forth below.

Percentage
Long Term Allocation
Asset Class Target (as of 2/28/95)

Cash and Cash Equivaents 0.0% 0.0%
Fixed Income 20.0% 42.0%
Equities 50.0% 51.0%
Alternative Assets(*) 20.09% 7.0%
Total Assets 100.0% 100.0%

M The term “Alternative Assets” encompasses the following: (i) aternative marketable investments, which
include hedge funds, arhitrage aod special stuation funds, high yield bonds, distressed obligations and
emerging markets whose underlying securities are traded oo public exchanges, (i) alternative illiquid
investments, which include private equity and buyout fumds, aod privatdy held venture capital interests
and (iii) inflation hedging assets, which include, among other things, oil and gas interests, real estate and
commodities.

As of February 28, 1995, approximately 55% of the investment of LTF funds was
managed internally and approximately 45% was managed externaly by unaffiliated investment
managers. The book value of the total portfolio of investments held in the LTF as of February
28, 1995 was $1,213.6 million and the market value was $1,241.7 million, indicating an unrealized
gain on that date of $28.1 million.

Distributions from the LTF are paid quarterly to the component institutions of the
University System on a per unit basis in accordance with a written policy of the Board and the
Uniform Management of Ingtitutional Funds Act, Chapter 163, Texas Property Code, as
amended.

The Short/Intermediate Term Fund. The S/ITF is a short/intermediate term pooled
investment fund established by the Board for the collective investment of funds (other than
endowment and other long term funds) of the component institutions of the University System.
The funds in the S/ITF provide liquidity support for the Commercial Paper Notes (as hereinafter
defined). See “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS
SYSTEM-Debt Management and Anticipated Financing-Financing Programs. Investment in
the S/ITF is discretionary and component institutions of the University System control the
alocation of funds among three investment options: the S/ITF, the STF and collateralized bank
and savings and loan certificates of deposit. The participation of the component institutions of
the University System in the S/TF is evidenced by the ownership of units in the S/ITF. Units




in the S/ITF are acquired at the net asset value per unit of the S/ITF on the date of acquisition
and may be liquidated on a weekly basis at the net asset value per unit of the S/ITF on the date

of liquidation. The investment objectives of the S/ITF are to (i) generate a high rate of income
and (ii) produce capital appreciation when consistent with the reasonable preservation of
principa and the maintenance of adequate liquidity. Pursuant to a written policy of the Board
the following specific restrictions apply to the investment of funds comprising the $/ITF: (1) dl

investments in bonds or other evidence of indebtedness shall be issued by or guaranteed by the
U.S. government or U.S. government agencies or instrumentalities, except for commercia paper,
repurchase agreements and reverse repurchase agreements that otherwise constitute authorized
investments; and (2) no preferred or common stocks or other ownership interests or securities
convertible into ownership interests may be purchased.

The Board's policy does not specify asset allocation targets for the investment of funds
in the S/ITF. Set forth in the table below, however, is a quarterly breakdown of the composition
of the S/ITF since February 28, 1994.

Qtr Commercial  Govt. & Mortgage
Ending Cash Paver Agencies  Backed
02/28/94 5.7% 22.4% 63.3% 8.6%
05/31/94 3.3% 20.3% 68.8% 7.6%
08/31/94 4.5% 14.4% 12.3% 8.8%
11/30/94 8.2% 9.0% 63.6% 19.2%
2/28/95 25.0% 4.0% 53.0% 18.0%

As of February 28, 1995, 100% of the investment of S/ITF funds was managed internaly.
The book value of the total portfolio of investments held in the S/ITF as of February 28, 1995
was $1,035.6 million and the market value was $1,014.9 million, indicating an unredized loss on
that date of $20.7 million. The Board does not anticipate the need to sell any investments in the
SATF prior to their maturity to meet the liquidity needs of the component institutions of the
University System or the Commercial Paper Notes.

The Short Term Fund. The STF is the designation given by the University System
administration to the money market mutual fund known as the Financia Square Prime
Obligations Fund, which the Board has approved as an investment for University System funds.
The Financia Square Prime Obligations Fund is a series of the Goldman Sachs Money Market
Trust, a business trust organized under the laws of the Commonwealth of Massachusetts on
December 6, 1978. As of February 28, 1995, the Financia Square Prime Obligations Fund
contained assets with a market value of $4,072 million. The component institutions of the
University System and University System administration utilize the STF as an investment option
when overnight liquidity is the primary investment objective. As of February 28, 1995, the
amount of University System funds invested in the STF was $543 million.

M anagement of the Permanent University Fund. The Board has responsibility for investment of
the Permanent University Fund. Pursuant to a written policy of the Board, specific investment decisions
with respect to the Permanent University Fund are handled by the Office of Asset Management, as well
as unaffiliated investment managers. In addition, the Board’'s policy imposes the following specific
restrictions on the investment of funds comprising the Permanent University Fund: (i) corporate bonds
and preferred stocks must be rated a minimum of Baa3 or BBB- by Moody’s or S&P, respectively, when
purchased unless approved by the Vice Chancellor for Asset Management; (ii) no more than 1% of the
book value of the Permanent University Fund may be invested in bonds or preferred stocks rated below
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Baa3 or BBB- by Moody’s and S&P, respectively, unrated bonds, and unrated preferred stocks that have
been purchased but not reviewed by the Asset Management Committee may not exceed 1% of the book
value of the Permanent University Fund; (iii) the weighted average maturity of the fixed income portfolio
shall not exceed 17.5 years; and (iv) no more than 5% of the voting securities of a corporation may be

owned unless specifically authorized by the Vice Chancellor for Asset Management.

Asset adlocation within the Permanent University Fund is the responsibility of the Asset
Management Committee, and asset allocation targets are subject to change from time to time based on
the economic and security market outlook as well as income requirements. The asset classes within the
Permanent University Fund, the long term targeted allocation percentages for each asset class and the
actual allocation percentages as of February 28, 1995, are set forth below.

Percentage
Long Term Allocation
Asset Class Target (as of 2/28/95)
Unalocated funds 0% 0%
Fixed income 45% 52%
securities

Equity securities 45% 43%
Alternative Assets 10% 5%
Total Assets 100% 100%

As of February 28, 1995, approximately 66.3% of the investment of Permanent University Fund
funds was managed internally and approximately 33.7% was managed externaly by unaffiliated investment
managers. The book vaue of the total portfolio of investments held in the Permanent University Fund
as of February 28, 1995 was $4,276.7 million and the market value was $4,461.0 million, indicating an
unrealized gain on that date of $184.3.

Amendment of Investment Policies and Procedures. The Board has the right to amend its policies
and procedures relating to the management of investments, at its discretion and at any time, subject to
applicable State law.

Management of Funds Held in the State Treasury. 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 and certain cash balances of the Permanent University Fund, are administered by the
State Treasurer. The State Treasurer invests money in the State Treasury in authorized investments
consistent with applicable law and the Texas State Treasury Investment Policy, dated August 1993. The
State Treasurer pools funds within the State Treasury for investment purposes and allocates investment
earnings on pooled funds proportionately among the various State agencies whose funds are so pooled.
Currently, most pooled funds are invested in the following instruments: repurchase agreements; reverse
repurchase agreements, obligations of the United States and its agencies and instrumentalities;
commercia paper having the highest credit rating; and fully-collateralized deposits in authorized State
depositories. Approximately 5% of the State Treasury pool is invested in derivative investments. All
State Treasury investments are marked to market dailly using an external financial service. The Board
utilizes the State Treasury primarily as a depository and anticipates that all funds deposited in the State
Treasury will be available upon request and will earn interest equal to an alocated share of investment
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eamings Oon pooled funds in the State Treasury. As of February 28, 1995, the amount of University
System funds held by the State Treasury was $343.9 million.

The State Treasurer, acting primarily through a special purpose trust company, aso holds
approximately 20 separate accounts outside of the State Treasury. The largest such account is a local
government investment pool, known as TexPool, which was established in 1989 as an investment
aternative for loca governments in the State. The Board is not (and has never been) a participant in
TexPool and none of the funds of the University System are invested by the State Treasury in TexPool.

Capital Improvements Planning and Authorization

Planning and authorization of University System capital improvements is governed by a six-year
capital improvements program approved by the Board and administered by System Administration. The
program approves in principle the expenditure of funds from all sources for capita projects at all
component ingtitutions for construction, repair and rehabilitation, land acquisition, equipment and library
materials. The program 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 program, first priority is given to projects correcting maor 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 each component ingtitution's strategic plan and is further based upon a demonstration of
overal ingtitutional need for additional space as well as the need for the specific project proposed.

The capital improvements program is revised biennially by the Board. It was last revised in June
1993 to apply through fiscal year 1999, although interim specia adjustments to the plan have been made
in response to unanticipated needs and opportunities.

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 program require further approval during project
.development. Board approva is required for preliminary design plans and total project costs.
Responsibility for the completion of plans is delegated by the Board to the Chancellor. In addition,
approval from the Coordinating Board is also required (except for projects for The University of Texas
a 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 contracts for approved projects are awarded by the Board
to the lowest responsible bidder. 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.

Debt Management and Anticipated Financing

Responsibility for the management of University System debt obligations is centralized in the
Office of Finance within the Office of Business Affairs. Debt is issued pursuant to University System
debt capacity analyses and annual funding requirements in accordance with the capital improvements
program. Issuance of debt requires approval of the Board and (except for Permanent University Fund
bonds) approval by the Texas Bond Review Board. As a genera 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 improvements program. During the balance of calendar year 1995, the University
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System anticipates no borrowing under the Permanent University Fund bond program for capita
expenditures. The Supplemental Resolution authorizes the issuance of Parity Debt in the maximum
aggregate principal amount of $232,000,000. The Bonds are the first installment of Parity Debt under
the Supplemental Resolution. It is anticipated that the balance of the Parity Debt authorized by the
Supplemental Resolution will be issued in several series before August 31, 1996. No other long term
Parity Debt is anticipated to be issued in fiscal years 1995 or 1996. Additional issuances of Parity Debt
will continue to be made under the Revenue Financing System commercia paper program for equipment
and construction needs. See “Financing Programs— 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 Legidlature, and
except in cases of fire or natural disaster, component institutions of the University System (except The
University of Texas-Pan American and The University of Texas at Brownsville) may not receive 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 a number of distinct forms with which to finance
capital improvements.

Revenue Financing Svstem.  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 behaf of University System component institutions and to pledge al or any part of its
revenues, income, fees or other resources to the payment of the bonds. Historicaly, 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 April, 1990, the Board restructured
its debt program by establishing the Revenue Financing System pursuant to the Master
Resolution. See “APPENDIX C, SUMMARY OF THE MASTER RESOLUTION.” The
Revenue Financing System was fully implemented in 1991. 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 al 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 A,
GLOSSARY OF TERMS”

All of the ingtitutions 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 Business Affairs and each Member of the Revenue Financing
System. The guiding principle underlying the administration of the Revenue Financing System
is that alocations of Parity Debt proceeds for capital improvements at a Member shal 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 financia
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
Business Affairs prior to being approved by the Board for inclusion in the capital improvements

37-

-g7 -




program. Such recommendations are given upon the completion of a financia 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 Annua 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 alow 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. 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. See “DESCRIPTION OF THE REVENUE FINANCING
SYSTEM.”

In 1991, pursuant to the Second Supplemental Resolution to the Master Resolution, the
Board issued its Revenue Financing System Refunding Bonds, Series 1991A, 1991B and 1991C
in the aggregate principal amount of $282,725,000, now outstanding in the aggregate principal
amount of $241,775,000, to refund most of its then outstanding debt as a part of implementing
the Revenue Financing System. Under the Amended and Restated First Supplemental Resolution
to the Master Resolution (the “First Supplement”), the Board has authorized its Revenue
Financing System Commercial Paper Notes, Series A (the “Commercial Paper Notes’), to provide
interim financing for capital improvements and to finance equipment purchases for Members of
the Revenue Financing System. The Commercial Paper Notes constitute Parity Debt under the
Master Resolution. The First Supplement authorizes the Board to issue Commercial Paper Notes
in a maximum aggregate principal amount outstanding at any one time of $250,000,000. The
Commercial Paper Notes must mature on or before April 1, 2020 and have a term of 270 days
or less. There is no external bank liquidity support for the University System’s obligation to pay
the Commercial Paper Notes upon their maturities. The liquidity support is provided by funds
of the component ingtitutions of the University System pooled to create a short/intermediate term
investment fund (previously defined as the "S/ITF"). See “FINANCIAL MANAGEMENT OF
THE UNIVERSITY OF TEXAS SYSTEM-Investment Policy and Procedures-Investment
Programs-The Short/Intermediate Term Fund.”

In an agreement between the Office of Asset Management and the Office of Business
Affairs, the maximum amount of Commercial Paper Notes which may mature on any business day
is limited to $25 million. In addition, in the event that the net asset value of the S/ITF shall
decline to an amount less than $875 million and be expected by the Office of Asset Management
to remain below that amount for a period of 30 days, a liquidity agreement will be acquired from
a third party for an amount that will limit the S/ITF’s purchase commitment to $150 million. The
First Supplement authorizes the University System’s obligations under any such liquidity
agreement with a third party to constitute Parity Debt.

On October 8, 1993, the Board adopted a resolution amending the Master Resolution
which expanded the definition of Pledged Revenues to include the Pledged General Tuition. As
a result, the Board of Regents of The University of Texas System General Tuition Revenue
Refunding Bonds, Series 1986; the Board of Regents of The University of Texas System General
Tuition Revenue Refunding Bonds, New Series 1992; and the Refunded Bonds became Prior
Encumbered Obligations, and the tuition charges pledged to the payment of such genera tuition
bonds constitute Prior Encumbered Tuition. In addition, the Board has outstanding $24,585,000
in principal amount of The University of Texas a 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 specia 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
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Revenues; such bonds, however, would have a lien on the collections that is prior to the {ien of
the Master Resolution. In that event, such bonds would become Prior Encumbered Obligations.
Of the Prior Encumbered Obligations, the University System is only providing for the refunding
of the Refunded Bonds by the issuance of the Bonds.

Permanent University Fund Bonds. Article VII, Section 18 of the State Constitution
authorizes the Board to issue bonds and notes, payable from al 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,
(i) constructing and equipping buildings or other permanent improvements, (iii) making major
repairs and rehabilitations and other permanent improvements, (iv) acquiring capital equipment,
library books and library materias, 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 Texas-Pan American and The University of Texas at
Brownsville). Proceeds may not be used to finance permanent improvements of auxiliary
enterprises.

As of May 1, 1995, the Board’'s congtitutionally authorized Permanent University Fund

bond capacity was $and bonds and notes issued and outstanding under this limit
were §.

Higher Education Assistance Fund (H.E.A.F.) Bonds. The University of Texas-Pan
American and The University of Texas a Brownsville are indligible 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 and The University of Texas at Brownsville are qualified to receive an annual
alocation from amounts constitutionally appropriated to institutions of higher education that are
not entitted 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
a The University of Texas-Pan American and The University of Texas at Brownsville, 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 May 1, 1995, the University System had no bonds or notes issued or outstanding
under this program.

Remainder of This Page Intentionally Left Blank

-39-

St ggv -




Qutstanding |ndebtedness. As of May 1, 1995. the Board had the following outstanding

indebtedness under ail of its financing programs:

Revenue Financing System Bonds:")

Refunding Bonds, Series 1991A $152,660,000
Refunding Bonds, Series 1991B 85,975,000
Refunding Bonds, Series 1991C 3,140,000

Subtotal $241,775,000
Revenue Financing System Commercial Paper Notes?
Series A $
Subtotal $
Tuition Bonds:"
Generad Tuition Revenue Refunding
Bonds, Series 1986 $17,525,000
Generad Tuition Revenue Refunding
Bonds, New Series 1992 34,625,000
Board of Regents of Pan American
University Tuition Revenue Refunding
Bonds, Series 1986 5.060.000
Subtotal $ 57,210,000
Building Revenue Bonds:*’
The University of Texas at Austin
Building Revenue Refunding
Bonds, Series 1986 $.24,585.000
Subtotal $ 24,585,000
Permanent University Fund Bonds:
Refunding Bonds, Series 1985 $10,520,000
Refunding Bonds, Series 1988 58,000,000
Refunding Bonds, Series 1991 232,830,000
Refunding Bonds, Series 1992A 196,015,000
Refunding Bonds, Series 1992B 77,745,000
Variable Rate Notes, Series A 40,000,000
Subtotal $615,110,000
Total $

th

See “FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS SYSTEM-Debt Management and
Anticipated Financing-Financing Programs-Revenue Financing System.”

The Board is authorized to issue the Commercid Paper Notes in a maximum aggregate principad amount outstanding
at any one time of $250,000,000. See“FINANCIAL MANAGEMENT' OF THE UNIVERSITY OF TEXAS
SYSTEM-Debt Management and Antidipated Financing-Financing Programs-Revenue Financing System.” Certain
of the Board's outstanding Commercid Paper Notes ae being refunded by the Bonds.

Proceeds from the issuance of the Bonds will be used to defease these bonds in their entirety.

[t}

)]

-40-

—,_:(9J04 JI."-J‘.: L




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 genera liability
insurance for torts committed by employees of the State who are acting within the scope of their
employment. One exception to this policy authorizes the Board to acquire commercia automobile
insurance for the use and benefit of its employees who operate state-owned motorized vehicles and
specid equipment. The Board has established a Medica Liability Self-Insurance Fund to provide
mal practice 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, self-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 7.31% 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 Legidature. According to an
independent actuarial evaluation as of February 28, 1995, 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 earnings, would be sufficient to
amortize the unfunded difference over a period of 18 years. Further information regarding actuarial
assumptions and conclusions, together with audited financial statements, is included in the retirement
system’s annua financial report.

The State has also established an optiona retirement program for institutions of higher education.
This program, now known as the Optional Retirement Program (the “Optional Retirement Program”),
is a defined contribution plan authorized under section 403(b) of the Code. Participation in the Optional
Retirement Program is in lieu of participation in the Teacher Retirement System. The combined
contributory percentage currently provided by the State and the University System is 8.5% of annua
compensation and the contributory percentage currently provided by each participant is 6.65% of annual
compensation. The Optional Retirement Program provides for the purchase of annuity contracts and
mutual funds. Because the Optional Retirement Program is a defined contribution plan, the State and
the University System have no additional or unfunded liability for this program.

The retirement expenses to the State for the University System was $283,412,770 for the fiscal
year ended August 31, 1994, This amount represents the portion of expended appropriations made by the
State Legidature 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
proceeding (whether or not purportedly on behalf of the Board) pending or threatened, in any court,
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governmenta agency, public board or body or before any arbitrator or before any governmental body
which, if decided adversely to such parties, 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 approva of legaity by the Attorney General of the State and of certain legal matters by McCall,
Parkhurst & Horton L.L.P., Austin and Dallas, Texas, Bond Counsdl to the Board, whose opinion will
be printed on the Bonds. Attached hereto as APPENDIX D is the form of opinion that Bond Counsel
will render in connection with the issuance of the Bonds. Bond Counsel was not requested to participate,
and did not take part, in the preparation of this Official Statement except as hereinafter noted, and 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,”
“SOURCES AND APPLICATIONS OF FUNDS,” “DESCRIPTION OF THE BONDS,” “DESCRIPTION
OF THE REVENUE FINANCING SYSTEM,” “LEGAL MATTERS” “TAX MATTERS" “LEGAL
INVESTMENTS IN TEXAS,” and APPENDICES A and B (except for financial and statistical data under
such captions), 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
sade and delivery of the Bonds. Certain legal matters will be passed upon for the Underwriters by Vinson
& Elkins L.L.P., Austin and Houston, Texas, and for the University System by Lannen & Oliver, P.C.,

Ddlas, Texas.

TAX MATTERS
Opinion

On the date of the initial delivery of the Bonds, McCall, Parkhurst & Horton L.L.P., Austin and
Dallas, Texas, Bond Counsel, will render their opinion that, in accordance with statutes, regulations,
published rulings and court decisions existing on the date thereof, (1) interest on the Bonds for federal
income tax purposes will be excludable from the “gross income” of the holders thereof 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 Code. Except as stated above, Bond Counsel
will express no opinion as to any other federal, state or local tax consequences of the purchase, ownership
or disposition of the Bonds. See “APPENDIX D, FORM OF BOND COUNSEL OPINION.”

In rendering their opinion, Bond Counsel will rely upon (@) the Issuer’'s no-arbitrage certificate
and the verification report prepared by KPMG Peat Marwick, and (b) covenants of the Issuer with respect
to arbitrage, the application of the proceeds to be received from the issuance and sale of the Bonds and
certain other matters. Failure of the Issuer to comply with these representations or covenants could
cause the interest on the Bonds to become includable in gross income retroactively to the date of issuance
of the Bonds.

The law upon which Bond Counsel have based their opinion is subject to change by Congress and
to subsequent judicial and administrative interpretation by the courts and the Department of the
Treasury. There can be no assurance that such law or the interpretation thereof will not be changed in
a manner which would adversely affect the tax treatment of the purchase, ownership or disposition of the
Bonds.
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Federal Income Tax Accounting Treatment of the Original Issue Discount

The underwriters have represented that the initial public offering price to be paid for certain of
the Bonds, as stated on the cover of the Officia Statement (the “Origina 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 Origina Issue
Discount Bond constitutes origina issue discount with respect to such Origina Issue Discount Bond in
the hands of any owner who has purchased any Origina Issue Discount Bond in the initial public offering
of the Bonds. Under existing law, such initial owner is entitled to exclude from gross income (as defined
in section 61 of the Code) an amount of income with respect to such Original Issue Discount Bond equal
to that portion of the amount of such original issue discount alocable to the period that such Origind
Issue Discount Bond continues to be owned by such owner. For a discussion of certain collateral federal
tax conseguences, see “Collateral Federal Income Tax Consequences’ below.

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
Origina 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
each 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 each accrual
period is equal to (a) the sum of the issue price and the amount of origina issue discount accrued in
periods multiplied by the yield to stated maturity (determined on the basis of compounding at the close
of each accrua 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 Origina Issue Discount 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 the treatment of interest accrued upon redemption,
sdle -or other disposition of such Original Issue Discount Bonds and with respect to the federal, state,

local and foreign tax consegquences of the purchase, ownership, redemption, sale or other disposition of
such Original Issue Discount Bonds.

Collateral Federal Income Tax Consequences

The following discussion is a summary of certain collateral federal income tax conseguences
resulting from the purchase, ownership or disposition of the Bonds. This discussion is based on existing
statutes, regulations, published rulings and court decisions, all of which are subject to change or
modification, retroactively.

The following discussion is applicable to investors, other than those who are subject to special
provisions of the Code, such as financia institutions, property and casuaty insurance companies, life
insurance companies, individual recipients of Social Security or Railroad Retirement benefits, certain S
corporations with Subchapter C earnings and profits and taxpayers who may be deemed to have incurred
or continued indebtedness to purchase tax-exempt obligations.
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INVESTORS, INCLUDING THOSE WHO ARE SUBJECT TO SPECIAL PROVISIONS OF
THE CODE, SHOULD CONSULT THEIR OWN TAX ADVISORS AS TO THE TAX TREATMENT
WHICH MAY BE ANTICIPATED TO RESULT FROM THE PURCHASE, OWNERSHIP AND
DISPOSITION OF TAX-EXEMPT OBLIGATIONS BEFORE DETERMINING WHETHER TO
PURCHASE THE BONDS.

Interest on the Bond will be included as an adjustment for “adjusted earnings and profits’ to
calculate the aternative minimum tax imposed on corporations by section 55 of the Code. Section 55
of the Code imposes a tax equal to 20 percent for corporations, or 26 percent for noncorporate taxpayers
(28 percent of taxable income exceeding $175,000), of the taxpayer's “aternative minimum taxable
income,” if the amount of such alternative minimum tax is greater than the taxpayer's regular income tax
for the taxable year.

Interest on the Bonds is includable in the “aternative minimum taxable income”’ of a corporation
(other than a regulated investment company or a real estate investment trust) for purposes of determining
the -environmental tax imposed by section 59A of the Code. Section 59A of the Code imposes on a
corporation an environmental tax, in addition to any other income tax imposed by the Code, equa to 0.12
percent of the excess of the modified aternative minimum taxable income of such corporation for the
taxable year over $2,000,000.

Interest on the Bonds may be subject to the “branch profits tax” imposed by section 884 of the
Code on the effectively-connected earnings and profits of a foreign corporations doing business in the
United States.

Under section 6012 of the Code, holders of tax-exempt obligations, such as the Bonds, may be
required to disclose interest received or accrued during each taxable year on their returns of federal
income taxation.

Section 1276 of the Code provides for ordinary income tax treatment of gain recognized upon the
disposition of a tax-exempt obligation, such as the Bonds, if such obligation was acquired at a “market
discount” and if the fixed maturity of such obligation is equal to, or exceeds, one year from the date of
issue. Such treatment applies to “market discount bonds’ to the extent such gain does not exceed the
accrued market discount of such bonds; athough for this purpose, a de minimis amount of market
discount is ignored. A “market discount bond” is one which is acquired by the holder at a purchase price
which is less than the stated redemption price at maturity or, in the case of a bond issue at an origina
issue discount, the “revised issue price” (i.e., the issue price plus accrued origina issue discount). The
“accrued market discount” is the amount which bears the same ratio to the market discount as the number
of days during which the holder holds the obligation bears to the number of days between the acquisition
date and the fina maturity date.

State, Local and Foreign Taxes

Investors should consult their own tax advisors concerning the tax implications of the purchase,
ownership or disposition of the Bonds under applicable state or local laws. Foreign investors should also
consult their own tax advisors regarding the tax consequences unigue to investors who are not United
States persons.

LEGAL INVESTMENTS IN TEXAS

Pursuant to Article 717k, Vernon's Annotated Texas Civil Statutes, as amended, the Bonds are
legadl 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
digtricts, and other political subdivisions or agencies or instrumentalities of the State. The Bonds are
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eligible to secure deposits of public funds of the State, its agencies and political subdivisions, and arc
legal security for those deposits to the extent of their market value. The Texas Public Funds Investment
Act, Chapter 2256, Texas Government Code, 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 ingtitutions
in those states.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

Issuance of the Bonds will be subject to delivery by KPMG Peat Marwick, 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 principa
of and redemption premium, if any, and interest on the Refunded Obligations and (b) the actuaria 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 Counsd in rendering its opinion described herein.

RATINGS

Fitch Investors Service, Moody’'s and S&P, a division of McGraw Hill, Inc. 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. Any such downward revision or
withdrawal of either rating may have an adverse effect on the market price of the Bonds.

UNDERWRITING

The Underwriters have agreed, subject to certain customary conditions to delivery, to purchase
the Bonds from the Board at an underwriting discount of $ . 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, unaudited primary 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. Al of
the summaries of the statutes and documents contained in this Officia Statement are made subject to
al 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.

Assistant Vice Chancellor for Finance
The University of Texas System

The University of Texas System
201 West 7th Street
Austin, Texas 78701
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GLOSSARY OF TERMS

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

Annua Direct Obligation means the amount budgeted each fiscal year by the Board with
respect to each Member of the Revenue Financing 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 alow the Member to retire its obligation for any intra-system
advances made to it to satisfy part or al of a previous Annua Direct Obligation payment.

Board Representative means one or more of the following officers or employees of the
University System, to-wit: the Chancellor, any Executive Vice Chancellor, the Vice Chancellor
and General Counsel, the Assistant Vice Chancellor for Finance, the Assistant Vice Chancellor
and Controller, the Director of Finance, or such other officer or employee of the University
System authorized by the Board to act as a University Representative.

Credit Agreement 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.

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

Health Indtitutions means The University of Texas Southwestern Medical Center at
Dallas, The University of Texas Medical Branch at Galveston, The University of Texas Health
Science Center at Houston, The University of Texas Health Science Center at San Antonio, The
University of Texas M.D. Anderson Cancer Center, The University of Texas Hedlth 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 Amended and Restated Master Resolution of the Board
adopted on February 14, 1991 establishing the Revenue Financing System, as amended by the
Board on October 18, 1993.

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

Paritv_ Debt 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.

Paving Agent shall mean the entity designated in accordance with the Supplemental
Resolution as the Paying Agent for the Bonds, initially the Treasurer of the State of Texas.
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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 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 a Member of the Revenue Financing System, respectively, for the
general use and availability of such ingtitutions or branches thereof, respectively, in the manner
and amounts, at the times, and to the extent provided in the Master Resolution. Under current
law, the student use fee may not exceed $12 per semester 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 $12 per semester
credit hour, except for regularly enrolled students at The University of Texas at Arlington which
are charged a use fee of $10 per semester hour.

Pledged General Tuition means al of the aggregate amount of student tuition charges
now or hereafter required or authorized by law to be imposed on students enrolled at each and
every institution, branch, and school, now or hereafter operated by or under the jurisdiction of
the Board, but specifically excluding and excepting (1) the amount of tuition scholarships now
provided for by law, and (2) the Pledged Tuition Fees; and it is provided by law and hereby
represented and covenanted that the aggregate amount of student tuition charges which are now
required or authorized by law to be imposed, and which are pledged to the payment of the Parity
Debt shall never be reduced or abrogated while such obligations are outstanding; it being further
covenanted that the aggregate amount of student tuition charges now required or authorized by
law to be imposed on students enrolled at each and every institution, branch, and school operated
by or under the jurisdiction of the Board are set forth in the Texas Education Code, as amended,
to which Code reference is hereby made for al purposes.

Pledged Practice Plan Funds means that portion of the Practice Plan Funds of a Health
Ingtitution 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. The Board pledged
$4300,000 from the Practice Plan Funds from The University of Texas Southwestern Medica
Center at Dallas commencing in the fiscal year in which Parity Debt was first issued for the
project and ending when such Health Ingtitution’s Direct Obligation relating to the project for
which such pledge was made has been fully paid and satisfied. Except as provided above, Pledged
Revenues do not currently include any other Practice Plan Funds.

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, (iv) the Pledged General Tuition, and (v) any or al 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 to the Master Resolution: (@) the interest of
the University System in the Available University Fund under Article VII, Section 18 of the State
Condtitution, including the income therefrom and any fund balances relating thereto (see
“FINANCIAL MANAGEMENT OF THE UNIVERSITY OF TEXAS
SYSTEM-Fund Baances-Available University Fund)“); (b) amounts received on behaf of any
Member under Article VII, Section 17 of the State Constitution, including the income therefrom
and any fund balances related thereto (see “FINANCIAL MANAGEMENT OF THE
UNIVERSITY OFTEXAS SYSTEM-Debt Management and Anticipated Financings-Financing
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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 Legidature (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 ingtitution 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.

Practice Plan means any agreement entered into by and between a Hedth 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 aso includes such agreements existing between
an ingtitution which becomes a Member after the date of the adoption of the Resolution and such
ingtitution’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
ingtitution which becomes a Member of the Financing System after the date of adoption of the
Master 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 General Tuition means the Pledged General Tuition securing Prior
Encumbered Obligations and the tuition charges in the maximum amount permitted in the
definition of Pledged General Tuition charged and collected at an institution which becomes a
Member of the Financing System after the date of adoption of the Master 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 Board of Regents of The University of Texas
System General Tuition Revenue Refunding Bonds, Series 1986, the Board of Regents of The
University of Texas System Genera Tuition Revenue Refunding Bonds, New Series 1992, the Pan
American University Tuition Revenue Refunding Bonds, Series 1986, 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 alien on and pledge of the Prior Encumbered General Fee, the
Prior Encumbered Revenues, the Prior Encumbered Tuition Fee, the Prior Encumbered General
Tuition, and/or the Prior Encumbered Practice Plan Funds charged and collected at such
ingtitution 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 Master Resolution on behalf of Parity
Debt.
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Prior Encumbered Practice Plan Funds means the Pledged Practice Plan Funds which are
pledged to the payment of bonds or other obligations of an ingtitution which becomes a Member
of the Revenue Financing System after the date of adoption of the 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 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.

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 Revenue Financing System after the date of adoption of the Master

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 means the Board.
Resolution means, collectively, the Master Resolution and the Supplemental Resolution.

State means the State of Texas.

Supplemental Resolution means the Third Supplemental Resolution to the Master
Resolution adopted by the Board on May 11, 1995, providing for the issuance of the Bonds.
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SUMMARY OF THE MASTER RESOLUTION

Establishment of the Revenue Financing Svstem

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
establishes 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.

Security and Pledge: Membership in the Revenue Financing Svstem

Subject to the provisions of resolutions authorizing 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 ingtitutions 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 a 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 issue 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
Genera 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 al
financial obligations of the Board relating to the Revenue Financing System including al deposits or
payments due on or with respect to outstanding Parity Debt for such fiscal year.

Annual _and Direct Obligation of Members

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 each Member of the Revenue Financing System, it will provide for the satisfaction

by each Member of its Annua Obligation. Each Member’s Direct Obligation and Annua Obligation shall
be evidenced by a financing agreement between the Board and each Member.
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Pledged General Fee

The Board has covenanted and agreed at al times to maintain and collect the Pledged General
Fee in such amounts, without limitation (other than as provided in the next to 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 principa 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 Pledged Revenues sufficient to make
when due 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
tota Pledged Revenues, together with other legaly available funds, are sufficient to meet al of the
Board's financia 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 legaly available
funds are not anticipated to be sufficient to meet all of its financia obligations relating to the Revenue
Financing System, including al deposits and payments coming due on outstanding Parity Debt, or that
any Member will be unable to pay its Annua 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 next to 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 al financia obligations of the Board relating to the Revenue Financing System,
including al payments and deposits with respect to outstanding Parity Debt. Any adjustment in the rate
of the Pledged Genera 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 enroliment 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
(if) Pledged Revenues being sufficient, together with other legally available funds, to meet al 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 Generad 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 exempted (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 (8) make available to the Paying
Agent 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 al covenants and
undertakings under the Master Resolution and each supplemental resolution; (c) cause al Parity Debt
to be caled for redemption and redeemed prior to maturity, to the extent required under the provisions
of the Master Resolution or any supplemental resolution; (d) maintain al rea 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
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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 al 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 principa 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 al 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.

Additional Paritv Debt: Non-Recourse Debt and Subordinated Debt

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 al financial obligations of the
Board relating to the Revenue Financing System.

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 issued or incurred possess the financia 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 genera covenant or with its rate covenant (see “Rate Covenant” in this APPENDIX B), its
covenants relating to issuance of Parity Debt (see “Additional Parity Debt” in this APPENDIX B), its
covenants governing disposition of Member assets (see “Disposition of Member Assets’ in this
APPENDIX B) or its covenants relating to admission and release of Members (see “Changes in
Membership of the Revenue Financing System” in this APPENDIX B) if the holders of at least 51% of
al Parity Debt outstanding shall waive such compliance.

Disposition of Member Assets

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

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

Changes in Membership of the Revenue Financing Svstem

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 a Member ingtitution 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 specificaly 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 financia obligations of the University System, including
sufficient Pledged Revenues to satisfy the annual debt service requirements of the
Revenue Financing System and to meet al financia 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 al conditions precedent provided in
the Master Resolution or any supplement thereto relating to such release have been
complied with; and

(iii) (@) 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 receive 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 Annua 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.

Special Obligations. Absolute Obligation to Pav Paritv Deht

The Master Resolution provides that al Parity Debt and the interest thereon shall congtitute
specia 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 and time of payment of such amounts shall not be decreased,
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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 specificaly, 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 officia of the State.

Defeasaoce 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 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) shal 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 money
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 al 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 respéct 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

Amendments Without Consent. The Master 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:

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

(i) 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 and will
more clearly express the intent of the Master 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 al 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 shal not, in the judgment of
the Board, materially adversely affect the interests of the owners of outstanding Parity
Debt; or

) 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. Subject 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 shail
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:

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

(i) materially adversely affect the rights of the owners of less than al 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 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 with the consent
of the owners of Parity Debt, the Board is required to cause notice of the proposed amendment to be

published in a financial newspaper or journa 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 is required to
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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 al 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 Suoolemental Resolutions. Each supplemental resolution may contain provisions
governing the ability of the Board to amend such supplementa 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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$
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS
SYSTEM REVENUE FINANCING SYSTEM BONDS
SERIES 1995A

PURCHASE AGREEMENT

, 1995

The Board of Regents of

The University of Texas System

c/o Assistant Vice Chancellor for Finance
201 West 7th Street

Austin, Texas 78701

Ladies and Gentlemen:

The undersigned (hereinafter sometimes called the “Representative”), acting on
behalf of itself and on behalf of the other underwriters named in the list attached hereto
as Schedule 1 (the Representative and such other underwriters being herein collectively
called the “Underwriters’), offer to enter into the following agreement with the Board of
Regents of The University of Texas System (hereinafter called the “Board’), which, upon
the Board's written acceptance of this offer, as evidenced by the execution of this Purchase
Agreement by the Assistant Vice Chancdlor for Finance of The University of Texas System,
as the duly authorized agent of the Board (the ‘Board’s Representative’), will be binding
upon the Board' and upon the Underwriters. Capitalized terms used herein and not
otherwise defined shdl have the respective meanings given to them in the Officid Statement
(as hereinafter defined).

L. Purchase and Sale of the Bonds. (&) Subject to the terms and conditions and
in reliance upon the representations, warranties and agreements set forth herein, the
Underwriters hereby agree to purchase from the Board, and the Board hereby agrees to sl
and deliver to the Underwriters, all, but not less than all, of the Board of Regents of The
Universty of Texas Sysem Revenue Financing System Bonds, Series 1995A (the “Bonds’).

(b)  The Bonds shall be authorized by, and shall be issued and secured under the
provisions of, an amended and restated master resolution, adopted by the Board on
February 14, 1991 (the “Master Resolution”), establishing The Universty of Texas System
Revenue Financing System, and a third supplemental resolution, adopted by the Board on
May 11, 1995 (the “Supplementa Resolution” and together with the Master Resolution, the
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“Resolution”), providing for the issuance of the Bonds. The Bonds shall be dated, shall be

in the form, shall bein the aggregate principal amount, 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 in Exhibit A.

(c)  The purchase price for the Bonds shal be $ (representing  the
par amount of the Bonds of $ plus a net origind issue premium on the Bonds
of § and less an underwriting discount of $ ), plus interest accrued

on the Bonds from the date of the Bonds to the Closing Date (as hereinafter defined).

(d) It shall be a condition to the Board's obligations to sell and deliver the Bonds
to'the Underwriters and to the Underwriters’ obligations to purchase, to accept delivery of
and to pay for the Bonds that the entire principal amount of the Bonds shall be issued, sold
and delivered by the Board and purchased, accepted and paid for by the Underwriters at
the Closing (as hereinafter defined). The Underwriters agree to make a bona fide public
offering of al of the Bonds a prices not in excess of the initid offering prices or yields set
forth on the cover of the Official Statement, plusinterest accrued thereon from the date of
the Bonds.

(e)  In the event that the Underwriters fail (other than for a reason permitted
hereunder) to accept deivery of and to pay for the Bonds a the Closing as herein provided,
the Underwriters shall pay to the Board an amount equal to one percent of the aggregate
principal amount of the Bonds 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 8 and 10 hereof, neither party hereto shall have any further rights against the
other hereunder.

2. The Offica Satement; End of the Underwriting Period. (8 The Preliminary
Officid Statement of the Board, dated 1995, including the cover page
and Appendices thereto, relating to the Bonds (the “Preliminary Official Statement”), as
amended to conform to the terms of this Purchase Agreement and with such changes and
amendments to the date hereof as have been mutually agreed to by the Board and the
Representative, as indicated on Exhibit B atached hereto, is herénafter caled the “Officid
Statement.”

(b)  Priorto or concurrently with the acceptance hereof by the Board, the Board
has delivered to the Representative:

(i) One cetified copy of the Resolution.

(i) Two copies of the Officid Statement manualy signed on behdf of the
Board by the Board Agent.
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(c)  The Board hereby represents and warrants that the Preliminary Officia
Statement previously delivered to the Representative was deemed final by the Board as of
its date, except for the omission of such information which is dependent upon the final
pricing of the Bonds for completion, all as permitted to be excluded by Rule15¢2-12 under
the Securities Exchange Act of 1934 (“Rule15¢2-12").

(d  The Board, acting through the Board's Representative, has duly authorized
ad goyroved ad executed the Offidd Saemat, which is find s0dy for puposss of Rue
15¢2-12.

()  Unless otherwise notified in writing by the Representative by the Closing
Date, the Board can assume that the “end of the underwriting period’ for purposes of
Rule 15¢2-12 shall be the Closing Date. In the event such noticeis so given in writing by
the Representative, the Representative agrees to notify the Board in writing following the
occurrence of the “end of the underwriting period’ as defined in Rule 15¢2-12. The “end
o the undawriting paiod & usd in this Puchese Agreamat ddl meen the Clodng Dae
or such later date as to which notice is given by the Representative in accordance with the
preceding sentence.

3. Use of Documents, Certain Covenants and Agreements of the Board. (@ The
Board hereby authorizes the use by the Underwriters of the Resolution, the Escrow
Agreement and the Official Statement, including any supplements or amendments thereto,
ad the infoomation therein contained in comnedtion with the pubic dffeing ad e o the
Bonds. The Board ratifies and confirms the use by the Underwriters prior to the date
hereof of the Preliminary Official Statement in connection with the public offering of the
Bonds.

(b)  The Board covenants and agrees:

(1) To caue ressondble quantities of the Offidd Saemet, as requested
by the Underwriters, to be delivered to the Underwriters, without charge, within
seven business days of the date hereof.

(i)  To apply the proceeds from the sale of the Bonds as provided in and
subject to al of the terms and provisions of the Resolution authorizing their
Issuance, and not to take or omit to take any action which action or omission will
avady dfedt the exduson from gross income for federd income tax purposss of
the interest on the Bonds under the Internal Revenue Code of 1986, as amended
(the “Code’).

(iii) If, after thedae of this Pudee Ageamat ad untl twenty-five (25)

days after the end of the underwriting period, any event shall occur as a result of
which it is necessary to amend or supplement the Official Statement in order to
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make the statements therein, in the light of the circumstances when the Official
Statement is delivered to a purchaser, not misleading, or if it is necessary to amend
or supplement the Official Statement to comply with law, to notify the
Representative (and for the purposes of this clause (iii) to provide the Underwriters
with such information as they may from time to time request), and to cooperate with
the Underwriters in the preparation of either amendments or supplements to the
Official Statement so that the statements in the Official Statement as so amended
and supplemented will not, in light of the circumstances when the Officid Statement
is delivered to a purchaser, be misleading or so that the Official Statement will
comply with law.

(iv)  To furnish such information and execute such instruments and take
such action in cooperation with the Representative as the Representative may
reasonably request (A) to (y) qudify the Bonds for offer and sde under the Blue Sky
or other securities laws and regulations of such states and other jurisdictionsin the
United States as the Representative may designate and (z) determine the digibility
of the Bonds for investment under the laws of such states and other jurisdictions and
(B) to continue such qualifications in effect so long as required for the distribution
of the Bonds; provided, however, that the Board will not be required to qualify as
aforeign corporation or otherwise to do business or to file any general or special
consents to service of process under the laws of any state.

(v)  To advise the Representative immediately of receipt by the Board of
any notification with respect to the suspension of the qualification of the Bonds for
sde in any jurisdiction or the initiation or threst of any proceeding for that purpose.

(v  To not issue any additional bonds, notes or other obligations for
borrowed money payable in whole or in part from Pledged Revenues (other than
Commercial Paper Notes) between the date hereof and the Closing Date without
the prior written consent of the Underwriters, and neither the Board nor The
Universty of Texas Sysem (the “System”) will incur any materid ligbilities, direct or
contingent, (except as otherwise contemplaied by the Officid Statement) between the

date hereof and the Closing Date without the prior written consent of the
Underwriters.

4, Representations and Warranties of the Board. The Board hereby represents
and warrants to each of the Underwriters, as of the date hereof and as of the Closing Date,
that:

(@  The Sysem is and will be as of the Closng Dae a duly organized and exigting
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.
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(b)  The Boad has, and a the time of the Closng will have, full legd right, power
and authority (i) to enter into this Purchase Agreement and the Escrow Agreement, and
(ii) to adopt the Resolution, to pledge the Pledged Revenues in the manner provided in the
Resolution, and to issue, sell and deliver the Bonds as Parity Debt to the Underwriters as
provided herein and in the Resolution and the Official Statement; and the Board has, and
at the time of the 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, the Escrow Agreement and this Purchase Agreement.

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

(d)  TheResolution creates avalid 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.

(¢ Neither the Board nor the System is in breach of or in default under any
applicable law or administrative regulation, 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.

¢3) The Board is not in breach of or in default under the Resolution or any of
its prior redluions (the “Prior Resdlutions’) thet authorized the isuence of the ddligaions
being refunded by the Bonds (the “ Refunded Obligations™), and the execution and delivery
o ths Pudee Ageamat ad the Bonds by the Board ad the adoption of the Resdlution
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 over any matter which would constitute a condition precedent to the

pafomance by the Boad of its ddigdions to sl and ddiver the Bonds heeundar will be
obtained prior to the Closing.

(h)  Atthetime of the Board s acceptance hereof and (unless an event occurs of
the nature described in Paragraph 3(b)(iii)) at all times subsequent thereto during the
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period up to and including twenty-five (25) days subsequent to the end of the underwriting
period the Official Statement does not and will 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 not misleading.

(1) If the Official Statement is supplemented or amended pursuant to Paragraph
3(b)(iii), at the time of each supplement or amendment thereto and (unless subsequently
again supplemented or amended pursuant to such paragraph) at all times subsequent
thereto during the period up to and including twenty-five (25) days subsequent to the end
of the underwriting period the Official Statement as so supplemented or amended will 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 not misleading.

()  The proceeds of the sale of the Bonds shall be applied as described in the
Officia Statement under the caption “SOURCES AND APPLICATIONS OF FUNDS.”

(k)  The financia 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.

()  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
assetsin any court, governmental agency, public board or body or before any arbitrator or
any government board or body, (i) 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 officersto their
respective offices, or (ii) seeking to resrain or enjoin the issuance or deivery of the Bonds,
or the collection or application of the Pledged Revenues to pay the principd of and interest
on the Bonds, or (jii) in any way contesting or affecting the tax-exempt status of the interest
on the Bonds or the Refunded Bonds, or (iv) in any way contesting or affecting the validity
or enforceability of the Bonds, the Resolution, this Purchase Agreement, the Refunded
Bonds or the Prior Resolutions, or (v) contesting in any manner the completeness, accuracy,
or fairness of the Preliminary Official Statement or the Official Statement, or (vi) which
involves the posshility of any ruling, order, judgment or uninsured liability which may result
in any materia adverse change in the business, properties or assets or the condition,
financid or otherwise, of the System, or (vii) which might in any materid respect adversey
affect the transactions contemplated herein.
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(n)  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
Underwriters as to the truth of the statements therein made.

(o) The Board's Representative is 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 the
Board’' s Representative shall be deemed to be actions by the Board.

The Assistant Vice Chancellor for Finance of the System has been duly
authorized to act on behalf of the Board, as the Board' s Representative, for the purpose of
taking the actions provided for herein.

5. Closing. (@) At 10:00 am., Texas time, on , 1995, or at
such other time and date as shall have been mutually agreed upon by the Board and the
Representative (the “Closing Date”), the Board will, subject to the terms and conditions
hereof, deliver the Bonds to the Representative duly executed and authenticaied in the form
and manner contemplated below, together with the other documents hereinafter mentioned,
and the Representative will, subject to the terms and conditions hereof, accept such delivery
and pay the purchase price of the Bonds as set forth in Paragraph 1 hereof (such events
being referred to herein as the “Closing”).

(b) Delivery of the Bonds shall be made at the offices of McCall, Parkhurst &
Horton L.L.P., 600 Congress Avenue, 31st Floor, Audtin, Texas, or such other place as shdl
have been mutually agreed upon by the Board and the Representative. The Bonds shall be
delivered in fully registered form bearing CUSIP numbers without coupons with one Bond
for each maturity of Bonds, registered in the name of Morgan Stanley & Co. Incorporated
and shall be made available to the Representative at least one business day before the

Closng for purposes of inspection.

6. Closing Conditions. The Representative has entered into this Purchase
Agreement on behaf of itself and the other Underwriters in reliance upon the
representations, warranties and agreements of the Board contained herein, and in reliance
upon the representations, warranties and agreements to be contained in the documents and
instruments to be delivered at the Closing and upon the performance by the Board of its
obligations hereunder, both as of the date hereof and as of the Closing Date. Accordingly,
the Underwriters obligations under this Purchase Agreement to purchase, to accept delivery
of and to pay for the Bonds shall be conditioned upon the performance by the Board of its
obligations to be performed hereunder and under such documents and instruments at or
prior to the Closing, and shall also be subject to the following additional conditions:
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(@)  The representations and warranties of the Board contaned herein shdll
be true, complete and correct on the date hereof and on and as of the Closing Date,
as if made on the Closing Date.

(b)  Atthetime of the Closing, the Resolution (except with respect to the
amended and restated first supplemental resolution and the second supplemental
resolution to the Master Resolution) shall be in full force and effect and shall not
have been amended, modified or supplemented, and the Official Statement shall not
have been supplemented or amended, except in any such case as may have been
agreed to by the Representative.

(c)  Atthetime of the Closing, al official action of the Board relating to
this Purchase Agreement, the Bonds, the Resolution and the Escrow Agreement
shal be in full force and effect and shall not have been amended, modified or
supplemented; and the Representative shall have received, in appropriate form,
evidence thereof.

(d) At thetime of the Closing, there shall not have occurred any change
in the condition, financial or otherwise, or in the earnings or operations of the
Board, from that set forth in the Official Statement that, in the judgment of the
Representative, is material and adverse and that makes it, in the judgment of the
Representative, impracticable to market the Bonds on the terms and in the manner
contemplated in the Official Statement.

()  The Board shal not have failed to pay principal or interest when due
on any of its outstanding obligations for borrowed money or otherwise be in default
on any such obligation, and there does not exist any event which, with thegiving of
notice, would constitute a default.

(f)  Ator prior to the Closing, the Representative shall have received each
of the following documents.

()  TheOfficial Statement executed on behalf of the Board by the
Board’s Representative.

(i)  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.

(i) A copy of al proceedings of the Board relating to the
authorization of this Purchase Agreement and to the authorization and
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issuance of the Bonds, certified as true, accurate and complete by the
Executive Secretary of the Board.

(iv)  Anungualified opinion or certificate, dated on or prior to the
Closing Date, of the Attorney General of the State of Texas, approving the
Bonds.

(v) A letter, dated as of or prior to the Closing Date, from the
Texas Bond Review Board approving the issuance of the Bonds.

(vi) A certificate, dated the Closing Date, of the Vice Chancellor
and Genera Counsel of the System to the effect that there is not any action,
suit, investigation, inquiry or proceeding (whether or not purportedly on
behaf 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 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 vaidity or enforcesbility
of the Bonds, the Resolution, this Purchase Agreement, the Escrow
Agreement, the Refunded Bonds or the Prior Resolutions, or (E) contesting
in any manner the completeness, accuracy, or fairness of the Preliminary
Official Statement 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, financia or otherwise, of the System, or (G) which might in any
material respect adversely affect the transactions contemplated herein.

(vi) A certificate, dated the Closing Date, signed by the Board's
Representative, to the effect that (A) to the best of his knowledge: (1) the
representations and warranties of the Board contained herein are true and
correct in all material respects on and as of the Closing Date as if made on
the Closing Date; (2) 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 light of the
circumstances under which they were made, not misleading; (3) 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
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Statement for the purpose for which it isto 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 (4) 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; and (B) on the basis of (1)

a reading of the Official Statement and of the financial statements of the
System, (2) consultations with Board members, officers and other officids of
the Board and the System responsible for financial and accounting matters,
and (3) 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 Closing Date,
there was (x) any materia change in long-term debt of the System as
compared with the amount shown in such financia statements, except for
changes that the Official Statement discloses or changes that have occurred
or may occur which are described in such certificate or (y) 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 Officid Statement discloses or that
have occurred or may occur which are described in such certificate.

(viii) Anunqualified bond opinion relating to the Bonds delivered to
the Underwriters, dated the Closing Date, of McCall, Parkhurst & Horton
L.L.P., Austin and Dallas, Texas, Bond Counsdl, in substantially the form
attached to the Official Statement as Appendix D.

(ix) A supplemental opinion relating to the Bonds addressed to the
Underwriters and dated the Closing Date, of Bond Counsel, in substantially
the form attached hereto as Exhibit C.

(x)  Anopinion, dated the Closing Date, of Vinson & Elkins L.L.P.,
Austin and Houston, Texas, counsel to the Underwriters, in form and
substance satisfactory to the Underwriters.

(xi) A letter from Fitch Investors Service, a letter from Moody’s
Investors Service and a letter from Standard & Poor’ s Ratings Group to the
effect that the Bonds have been rated ", A "and '
respectively.

(xii)y 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 the Closing
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will be used in a manner that would cause such Bonds to be arbitrage bonds
within the meaning of section 148 of the Code.

(xiii) A report of KPMG Peat Marwick, independent certified 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 Bonds and the
interest thereon held in the Escrow Fund established by the Escrow
Agreement on the Closing Date to pay when due al of the principal of and
interest on the Refunded Obligations, and (B) certain mathematical
computations used by Bond Counsd to support its opinion tha the Bonds are
not arbitrage bonds within the meaning of section 148 of the Code.

(xiv) A fully executed copy of the Escrow Agreement which (together
with any other appropriate documentation) evidences that all Federa
Securities and cash required to be deposited with the Escrow Agent on the
Closing Date have been purchased by or delivered to the Escrow Agent, all
as described in the Officid Statement, together with a certificate, dated as of
the Closng Date, executed by an appropriate officid of the Escrow Agent, to
the effect that such escrow agreement has been duly authorized, executed,
and entered into by the Escrow Agent.

(xv)  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 Closing
Date, 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 sdtisfaction by the Board a or prior to the Closing Date
of al agreements then to be peformed and al conditions then to be sdisfied
by the Board.

All of the opinions, letters, certificates, instruments and other documents mentioned
above or elsewhere in this Purchase Agreement shall be deemed to be in compliance with
the provisions hereof if, but only if, they are in form and substance 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 the Bonds contained in this
Purchase Agreement, or if the obligations of the Underwriters to purchase, to accept
delivery of and to pay for the Bonds shall be terminated for any reason permitted by this
Pudee Ageamat, ths Pudee Ageamat ddl taminde and ndtha the Undawwriters
nor the Board shall be under any further obligation hereunder, except that the respective
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obligations of the Board and the. Underwriters set forth in Paragraphs 8 and 10 hereof shl
continuein full force and effect.

1. Termination. The Representative shall have the right to terminate in its
absolute discretion the Underwriters obligations under this Purchase Agreement to
purchase, to accept delivery of and to pay for the Bonds by notifying the Board of its
election to do so if, after the execution hereof and prior to the Closing:

(@ (i) Legidation (including any amendment thereto) shall have been
introduced in or adopted by either House of the Congress of the United States or
recommended to the Congress or otherwise endorsed for passage by the President
of the United States, the Treasury Department of the United States, the Interna
Revee Savice o the Chammen o ranking minaity mambar of the Committee on
Finance of the United States Senate or the Committee on Ways and Means of the
United States House of Representatives, or legislation is under consideration by
dgther such committee or is introduced & an option for conddaaion by dther such
committee by the daf of such committes or by the daf of the Jont Committee on
Taxation of the Congress of the United States, or a bill to amend the Internal
Revenue Code (which, if enacted, would be effective as of a date prior to the
Cloang) ddl be filed in dther houss or (i) a dedson gl have ben rendered by
a court established under Article I11 of the Constitution of the United States or by
the United States Tax Court, or (iii) an order, filing, ruling or regulation shall have
been issued or proposed by or on behalf of the Treasury Department of the United
States or the Internal Revenue Service or any other agency of the United States, or
(iv) arelease or official statement shall have been issued by the President of the
United States or by the Treasury Department of the United States or by the Internal
Revenue Service, the effect of which, in any such case described in clause (i), (ii),
(i), or (iv), woud be to impos dredly o indredly, fedad income taxation upon
interest received on obligations of the general character of the Bonds or upon
income of the general character to be derived by the Board, other than as imposed
on the Bonds and income therefrom under the federal tax lawsin effect on the date
hereof, in such a manner as in the judgment of the Representative would make it
impracticable to market the Bonds on the terms and in the manner contemplated in
the Official Statement.

(b)  Any action shal have been taken by the Securities and Exchange
Commisson or by a cout which woud reguire regdration of ay seouity under the
Souities Ad of 1933, as anended, or qudification of ay indenture under the Trust
Indenture Act of 1939, as amended, in connection with the public offering of the
Bonds, or any action shall have been taken by any court or by any governmental
authority suspending the use of the Official Statement or any amendment or
supplement thereto, or any proceeding for that purpose shall have been initiated or
threatened in any such court or by any such authority.
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(c) (i) The Constitution of the State of Texas shall be amended or an
amendment shall be proposed, or (ii) legislation shall be enacted, or (iii) adecision
shall have been rendered as to matters of Texas law, or (iv) any order, ruling or
regulation shall have been issued or proposed by or on behalf of the State of Texas
by an official, agency or department thereof, affecting the tax status of the Board,
its property or income, its notes or bonds (including the Bonds) or the interest
thereon, which in the judgment of the Representative would make it impracticable
to market the Bonds on the terms and in the manner contemplated in the Official
Statement.

(d) Any fact or event shall exist or have existed that, in the
Representative’'s  judgment, requires or has required an amendment of or Supplement
to the Official Statement.

(e (i) (A) Trading generaly shall have been suspended or materialy
limited on or by, asthe case may be, either of the New Y ork Stock Exchange or the
American Stock Exchange, (B) a general moratorium on commercial banking
activities in New York shdl have been declared by ether Federd or New York Sae
authorities, or (C) there shdl have occurred any outbresk or escadation of hodtilities
or any change in financial markets or any calamity or crisis that, in the reasonable
judgment of the Representative, is material and adverse and (ii) in the case of any
of the events specified in clauses (A) through (C), such event singly or together with
any other such event makesit, in the judgment of the Representative, impracticable
to market the Bonds on the terms and in the manner contemplated in the Official
Statement.

()  There shall have occurred any downgrading, or any notice shall have
been given of (i) any intended or potentid downgrading or (ii) any review or posshle
change that does not indicate the direction of a possible change, in the rating
accorded any of the Board's Parity Debt obligations (including the ratings to be
accorded the Bonds) by any “nationdly recognized datistica rating orgenization,” as
such term is defined for purposes of Rule 436(g)(2) under the Securities Act of 1933,
as amended.

(g8) Legidation shall have been enacted by the federal government or the
State of Texas, a decision of any federal or State of Texas court shall have been
made, or a ruling or regulation (proposed, temporary or final) of the Bonds and
Exchange Commisson or other governmenta agency shdl have been made or issued
that, in the opinion of Underwriters Counsel, has the effect of requiring the
contemplated distribution of the Bonds or any agreement offered in connection
therewith to be registered under the Securities Act of 1933, as amended, or the
Resolution to be qualified as an indenture under the Trust Indenture Act of 1939,
as amended.

£:\go095Rmor420\13001\bpa.7

-13-




(2)  The purchase of and payment for the Bonds by the Underwriters, or
the resale of the Bonds by the Underwriters, on the terms and conditions herein
provided shall be prohibited by any applicable law, governmental authority, board,
agency or commission.

8. 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: (i) 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 Preiminary Officid Statement and the Officid Statement, together with
the number of copies the Underwriters deem reasonable; (ii) the fees and disbursements
of Bond Counsel and any other consultants, advisors or counsel retained by the System or
the Board; (iii) the fees, if any, for ratings of any of the Bonds; and (iv) ail advertising
expenses in connection with the public offering of the Bonds[ ~ ]. The foregoing fees and
expenses shall be paid promptly upon receipt of an invoice therefor.

(b)  TheUnderwriters shall pay (i) the fees and disbursements of counsel for the
Underwriters, and (i) al 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 8(a) above.

9. Notices. Any notice or other communication to be given to the Board under
this Purchase Agreement may be given by delivering the same in writing at 201 West 7th
Street, Austin, Texas 78701, Attention: Assistant Vice Chancellor for Finance, and any
notice or other communication to be given to the Underwriters under this Purchase
Agreement may be given by delivering the same in writing to the Representative, Morgan
Stanley & Co. Incorporated, 1251 Avenue of the Americas, New York, New Y ork 10020,
Attention: Managing Director, Public Finance Department.

10.  Partiesin Interest. This Purchase Agreement as heretofore specified shall
constitute the entire agreement between us and is made solely for the benefit of the Board
and the Underwriters (including successors or assigns of any Underwriter) and no other
person shall acquire or have any right hereunder or by virtue hereof. This Purchase
Agreement may not be assigned by the Board. All of the Board's representations,
waranties and agreements contained in this Purchase Agreement shdl remain operative and
in full force and effect, regardless of (a) any investigations made by or on behalf of any of
the Underwriters; (b) delivery of and payment for the Bonds pursuant to this Purchase
Agreement; and (c) any termination of this Purchase Agreement.

1L Effectiveness. This Purchase Agreement shall become effective upon the

acceptance hereof by the Board and shall be valid and enforceable at the time of such
acceptance.
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12. CHOICE OF LAW. THIS PURCHASE AGREEMENT SHALL BE
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAW OF THE
STATEOF TEXAS.

13 Representative  Capacity. The Representative represents that it has been duly
authorized by the Underwriters to execute this Purchase Agreement and to act hereunder
by and on behalf of the other Underwriters. Any authority, right, discretion or other power
conferred upon the Underwriters or the Representative under any provison of this Purchase
Agreement may be exercised by the Representative, and the Board shall be entitled to rely
upon any request, notice or statement if the same shall have been given or made by the
Representative.

14.  Severability. If any provision of this Purchase Agreement shall be held or
deemed to be or shall, in fact, be invalid, inoperative or unenforceable as applied in any
particular case in any jurisdiction or jurisdictions, or in al jurisdictions because it conflicts
with any provisions of any constitution, statute, rule of public policy, or any other reason,
such circumstances shall not have the effect of rendering the provision in question invalid,
inoperative or unenforceable in any other case or circumstance, or of rendering any other
provision or provisions of this Purchase Agreement invalid, inoperative or unenforceable
to any extent whatever.

15.  Business Day. For purposes of this Purchase Agreement, “business day”
means any day on which the New York Stock Exchange is open for trading.

16. Paragraph Headings Paragraph headings have been inserted in this Purchase
Agreement as a matter of convenience of reference only, and it is agreed that such
paragraph headings are not a part of this Purchase Agreement and will not be used in the
interpretation of any provisions of this Purchase Agreement.

17. Counterparts.  This Purchase Agreement may be executed in severd
counterparts each of which shall be regarded as an original (with the same effect asif the
signatures thereto and hereto were upon the same document) and all of which shall
constitute one and the same document.
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Very truly yours,

MORGAN STANLEY & CO.
INCORPORATED

BY

As Representative

Accepted and agreed to this
day of , 1995,

THE BOARD OF REGENTS OF THE
UNIVERSTY OF TEXAS SYSTEM

By:
Assistant Vice Chancellor for Finance
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Schedule 1
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Exhibit A

TERMS OF BONDS




Exhibit B

[Attach form of Official Statement completed as provided in
Paragraph 1 hereof]




Exhibit C

FORM OF BOND COUNSEL’'S SUPPLEMENTAL OPINION

, 1995

The Board of Regents of

The University of Texas System
210 West 6th Street

Augtin, Texas 78701

Morgan Stanley & Co. Incorporated
as Representative of the various
Underwriters listed in the

Purchase Agreement relating

to the captioned Bonds

Re: Board of Regents of The University of Texas System Revenue Financing System
Bonds, Series1995A, $

Ladies and Gentlemen:

The undersigned have been retained by the Board of Regents of The University of
Texas System (the “Board’), as bond counsd with referenceto the above issue of bonds (the
“Bonds’), which were authorized by a Resolution adopted by the Board on
1995 (the “Bond Resolution”). Pursuant to the Bond
Resolution, the Board entered into a Purchase Agreement dated, , 1995
(the “Purchase Agreement”) relating to the Bonds with Morgan Stanley & Co. Incorporated
on behdf of itsdf and the other.underwriters lised in the Purchase Agreement (collectively,
the “Underwriters’). Terms used herein and not otherwise defined have the meaning given
in the Purchase Agreement.

It is our opinion tha 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 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,” “SOURCES AND APPLICATIONS OF FUNDS,” “DESCRIPTION OF
THE BONDS,” “DESCRIPTION OF THE REVENUE FINANCING SYSTEM,” “LEGAL
MATTERS” “TAX MATTERS” “LEGAL INVESTMENTS IN TEXAS” Appendix A,
“GLOSSARY OF TERMS” and Appendix B, “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
afair and accurate summary of the information purported to be shown therein.

It isfurther our opinion that the Escrow Agreement dated , 199
(the “Escrow Agreement”) between the Board and
, & .Escrow Agent, executed in connection with the delivery of the Bonds, has been
duly authonzed 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, 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 KPMG Peat Marwick, 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. Further, the
opinions expressed in this 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 smilar laws of genera gpplication in effect
from time to time relating to or affecting the enforcement of creditors’ rights and (ii)
certain equitable remedies, including specific performance, or legal remedies awarded
pursuant to principles of equity, including mandamus, may be unavailable.

Thisletter isfurnished 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,
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ESCROW AGREEMENT

The Board of Regents of the University of Texas System Revenue Financing
System Commercia Paper Notes, Series A and The Board of Regents of Pan
American University Tuition Revenue Refunding Bonds, Series 1986

THIS ESCROW AGREEMENT, dated as of, 1995 (herein, together with any
amendments or supplements hereto, caled the “Agreement”’) is entered into by and between The
Board of Regents of the University of Texas System (herein caled the “Issuer”) and Bankers Trust
Company, as escrow agent (herein, together with any successor in such capacity, caled the “Escrow
Agent”). The addresses of the Issuer and the Escrow Agent are shown on Exhibit “A” attached
hereto and made a part hereof

WITNESSETH:

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

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

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

WHEREAS, Vernon's Ann. Tex. Civ. S. Article 717k, as amended, authorizes the Issuer to
issue refunding bonds and to deposit the proceeds from the sdle thereof, and any other available funds
or resources, directly with any place of payment (paying agent) for any of the Refunded Obligations,
and such deposit, if made before such payment dates and in sufficient amounts, shal congtitute the
making of firm banking and financia arrangements for the discharge and find payment of the
Refunded Obligations;, and

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

WHEREAS, the Escrow Agent is a paying agent (the “Paying Agent”) for the Refunded
Obligations and this Agreement constitutes an escrow agreement of the kind authorized and required
by said Article 7 17k; and

WHEREAS, Article 717k makes it the duty of the Escrow Agent to comply with the terms
of this Agreement and as the paying agent to pay the principal of, premium, if any, and interest on the
Refunded Obligations when due, and in accordance with their terms, but solely from the funds, in the
manner, and to the extent provided in this Agreement; and

WHEREAS, the issuance, sde, and delivery of The Board of Regents of the University of
Texas Sysem Revenue Financing System Bonds, Series_____ (the "Refunding Obligations’) have
been duly authorized to be issued, sold, and delivered for the purpose of obtaining the funds required
to provide for the payment of the principa of, premium, if any, and interest on the Refunded
Obligations when due; and

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

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

WHEREAS, to facilitate the receipt and transfer of proceeds of the Escrowed Securities,
particularly those in book entry form, the Issuer desires to establish the Escrow Fund at the principa
corporate trust office of the Escrow Agent; and

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

NOW, THEREFORE, in congderation of the mutua undertakings, promises and agreements
herein contained, the sufficiency of which hereby are acknowledged, and to secure the full and timely
payment of principal of and the interest on the Refunded Obligations, the Issuer and the Escrow
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Agent mutudly undertake, promise, and agree for themselves and their respective representatives and
successors, as follows:
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ARTICLE |

DEFINITIONS AND INTERPRETATIONS

Section 1.0 1. Definitions. Unless the context clearly indicates otherwise, the following terms
shall have the meanings assigned to them below when they are used in this Agreement:

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

“Escrowed Securities” means the noncallable and nonprepayable United States Treasury
obligations and obligations the due and timely payment of which is unconditionally guaranteed by the
United States of America described in Exhibit “D” attached to this Agreement, or cash or other direct
obligations of the United States of America or obligations the due and timely payment of which is
unconditionally guaranteed by the United States of America substituted therefor pursuant to Article
IV of this Agreement.

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

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

ARTICLE I

DEPOSIT OF FUNDS AND
ESCROWED _SECURITIES

Section 2.01. Depaosits in the Escrow Fund. Concurrently with the sadle and delivery of the
Refunding Obligations the Issuer shall deposit, or cause to be deposited, with the Escrow Agent, for
deposit in the Escrow Fund, the funds and Escrowed Securities described herein and the Escrow
Agent shal, upon the receipt thereof, acknowledge such receipt to the Issuer in writing.
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ARTICLE I

CREATION AND OPERATION OF ESCROW FUND

Setion 3 O 1 Escrow Fund. The Escrow Agent has created on its books a specia trust fund
and irrevocable escrow to be known as The University of Texas System Revenue Financing System
Commercial Paper Notes, Series A and The Pan American University Tuition Revenue Bonds, Series
1986 Escrow Fund (the “Escrow Fund’). The Escrow Agent hereby agrees that upon receipt thereof
it will deposit to the credit of the Escrow Fund the funds and the Escrowed Securities described in
Exhibit "D" attached hereto. Such deposit, al proceeds therefrom, and al cash balances from time
to time on deposit therein (a) shall be the property of the Escrow Fund, (b) shal be applied only in
gtrict conformity with the terms and conditions of this Agreement, and (c) are hereby irrevocably
pledged to the payment of the principa of, premium, if any, and interest on the Refunded Obligations,
which payment shall be made by timely transfers of such amounts at such times as are provided for
in Section 3.02 hereof When the find transfers have been made for the payment of such principal
of, premium, if any, and interest on the Refunded Obligations, any baance then remaining in the
Escrow Fund shal be transferred to the Issuer, and the Escrow Agent shall thereupon be discharged
from any further duties hereunder.

Section 302, Payment of Principd. Premium if any, and Interest. The Escrow Agent is
hereby irrevocably instructed to transfer from the cash balances from time to time on deposit in the
Escrow Fund, the amounts required to pay the principal of the Refunded Obligations at their
respective redemption or maturity dates, premium, if any and interest thereon to such maturity dates
in the amounts and a the times shown in Exhibit “C" attached hereto.

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

any insufficiency of funds in the Escrow Fund or the Issuer's failure to make additiona deposits
thereto.

Section 304, Trust Fund. The Escrow Agent shal hold at al times the Escrow Fund, the
Escrowed Securities and all other assets of the Escrow Fund, wholly segregated from all other funds
and securities on deposit with the Escrow Agent; it shall never alow the Escrowed Securities or any
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other assets of the Escrow Fund to be commingled with any other funds or securities of the Escrow
Agent; and it shall hold and dispose of the assets of the Escrow Fund only as set forth herein. The
Escrowed Securities and other assets of the Escrow Fund shal aways be maintained by the Escrow
Agent as trust funds for the benefit of the owners of the Refunded Obligations;, and a specia account

thereof shall a al times be maintained on the books of the Escrow Agent. The owners of the
Refunded Obligations shall be entitled to the same preferred claim and first lien upon the Escrowed
Securities, the proceeds thereof, and al other assets of the Escrow Fund to which they are entitled

as owners of the Refunded Obligations. The amounts received by the Escrow Agent under this
Agreement shall not be considered as a banking deposit by the Issuer, and the Escrow Agent shall

have no right to title with respect thereto except as a constructive trustee and Escrow Agent under
the terms of this Agreement. The amounts received by the Escrow Agent under this Agreement shall
not be subject to warrants, drafts or checks drawn by the Issuer or, except to the extent expressy

herein provided, by the Paying Agent.

Section 305, Security for Cash Balances. Cash balances from time to time on deposit in the
Escrow Fund shall, to the extent not insured by the Federal Deposit Insurance Corporation or its
successor, be continuously secured by a pledge of direct obligations of, or obligations unconditionally
guaranteed by, the United States of America, having a market value at least equa to such cash
balances.

ARTICLE IV

LIMITATION ON INVESTMENTS

Section 4.01. Except as provided in Sections 4.02,4.03 and 4.04 hereof, the Escrow Agent
shal not have any power or duty to invest or reinvest any money held hereunder, or to make
substitutions of the Escrowed Securities, or to sall, transfer or otherwise dispose of the Escrowed
Securities.

Section 4.02. Reinvestment of Certain Cash Balances in Escrow bv_Escrow Agent. In
addition to the Escrowed Securities listed in Exhibit “D” hereto, the Escrow Agent shall reinvest cash
balances shown in Exhibit "F" attached hereto in zero (0) interest rate United States Treasury
Obligations - State and Loca Government Series to the extent such Obligations are available from
the Department of the Treasury. All such reinvestments shall be made only from the portion of cash
balances derived from the maturing principal of and interest on Escrowed Securities that are United
States Treasury Certificates of Indebtedness, Notes or Bonds - State and Loca Government Series.
All such reinvestments shall be acquired on and shal mature on the dates shown on Exhibit "F"
attached  hereto.

Section 4.03. Substitutions and Reinvestments. At the discretion of the Issuer, the Escrow
Agent shall reinvest cash balances representing receipts from the Escrowed Securities, make
substitutions of the Escrowed Securities or redeem the Escrowed Securities and reinvest the proceeds
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thereof or hold such proceeds as cash, together with other moneys or securities held in the Escrow
Fund provided that the Issuer delivers to the Escrow Agent the following:

(1) anopinion by an independent certified public accountant that after such
substitution or reinvestment the principal amount of the securities in the Escrow Fund (which
shdl be noncalable, nonprepayable direct obligations of the United States of America or
obligations which are unconditionally guaranteed as to full and timely payment by the United
States of America), together with the interest thereon and other available moneys, will be
sufficient to pay, without further investment or reinvestment, as the same become due in
accordance with Exhibit “C”, the principal of, interest on and premium, if any, on the
Refunded Obligations which have not previously been paid, and

(2) an unqualified opinion of nationaly recognized municipal bond counsel to the
effect that (a) such substitution or reinvestment will not cause the Refunded Obligations to
be “arbitrage bonds’ within the meaning of Section 103 of the Code or the regulations
thereunder in effect on the date of such substitution or reinvestment, or otherwise make the
interest on the Refunded Obligations subject to federal income taxation, and (b) such
substitution or reinvestment complies with the Constitution and laws of the State of Texas
and with al relevant documents relating to the issuance of the Refunded Obligations.

The Escrow Agent shal have no responsibility or liability for loss or otherwise with respect
to investments made a the direction of the Issuer.

Section 4.04. Substitution for Escrowed Securities. Concurrently with the initiad deposit by

the Issuer with the Escrow Agent, but not thereafter, the Issuer, at its option, may substitute cash or

non-interest  bearing noncallable, nonprepayable direct obligations of the United States of America
including obligations which are unconditionally guaranteed as to full and timely payment by the
United States of America (i.e., Treasury obligations which mature and are payable in a stated amount
on the maturity date thereof, and for which there are no payments other than the payment made on
the maturity date) (the “Substitute Obligations’) for non-interest bearing Escrowed Securities, if any,

but only if such Substitute Obligations

(a) are in an amount, and/or mature in an amount, which is equa to or greater than the
amount payable on the maturity date of the obligation listed in Exhibit "D" for which
such Substitute Obligation is substituted,

(b) mature on or before the maturity date of the obligation listed in Exhibit “D” for which
such Substitute Obligation is substituted, and

(c) produce the amount necessary to pay the interest on and principa of the Refunded
Obligations, as set forth in Exhibit “E” hereto, as verified by a certified public
accountant or a firm of certified public accountants. ,
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If, concurrently with the initial deposit by the Issuer with the Escrow Agent, any such Substitute
Obligations are so subgtituted for any Escrowed Securities, the Issuer may, at any time thereafter,
substitute for such Substitute Obligations the same Escrowed Securities for which such Substitute
Obligations originally were substituted.

Section 4.05. Ahsrbgsuer hereby covenants and agrees that it shall never request
the Escrow Agent to exercise any power hereunder or permit any part of the money in the Escrow
Fund or proceeds from the sale of Escrowed Securities to be used directly or indirectly to acquire any
securities or obligations if the exercise of such power or the acquisition of such securities or
obligations would cause any Refunding Obligations or Refunded Obligations to be an “arbitrage
bond” within the meaning of Section 148 of the Code or Section 103(c) of the Interna Revenue Code
of 1954,

ARTICLE V

APPLICATION OF CASH BALANCES

Section 501  In General. Except as provided in Sections 3.02, 4.02, 4.03 and 4.04 hereof,
no withdrawals, transfers, or reinvestment shal be made of cash balances in the Escrow Fund.

ARTICLE VI

RECORDS AND REPORTS

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

Section  6.02. Répotts.this Agreement remains in effect, the Escrow Agent annually
shal prepare and send to the Issuer a written report summarizing al transactions relating to the
Escrow Fund during the preceding year, including, without limitation, credits to the Escrow Fund as
a result of interest payments on or maturities of the Escrowed Securities and transfers from the
Escrow Fund for payments on the Refunded Obligations or otherwise, together with a detailed
satement of al Escrowed Securities and the cash balance on deposit in the Escrow Fund as of the
end of such period. =
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ARTICLE VII

CONCERNING THE PAYING AGENTS AND ESCROW AGENT

Section 7.0 1. Representations. The Escrow Agent hereby represents that it has all necessary
power and authority to enter into this Agreement and undertake the obligations and responsibilities
imposed upon it herein, and that it will carry out al of its obligations hereunder.

Section  7.02.  Limitation on Liability. The liability of the Escrow Agent to transfer funds for
the payment of the principal of and interest on the Refunded Obligations shall be limited to the
proceeds of the Escrowed Securities and the cash balances from time to time on deposit in the
Escrow Fund. Notwithstanding any provision contained herein to the contrary, neither the Escrow
Agent nor the Paying Agent shall have any liability whatsoever for the insufficiency of funds from
time to time in the Escrow Fund or any failure of the obligors of the Escrowed Securities to make
timely payment thereon, except for the obligation to notify the Issuer promptly of any such
occurrence.

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

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

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

The Escrow Agent shall not be liable for any action taken or neglected to be taken by it in
good faith in any exercise of reasonable care and believed by it to be within the discretion or power
conferred upon it by this Agreement, nor shall the Escrow Agent be responsible for the consequences
of any error ofjudgment; and the Escrow Agent shall not be answerable except for its own action,
neglect or default, nor for any loss unless the same shall have been through its negligence or want of
good faith.

Unless it is specifically otherwise provided herein, the Escrow Agent has no duty to determine
or inquire into the happening or occurrence of any event or contingency or the performance or failure
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of performance of the Issuer with respect to arrangements or contracts with others, with the Escrow
Agent's sole duty hereunder being to safeguard the Escrow Fund, to dispose of and deliver the same
in accordance with this Agreement. If, however, the Escrow Agent is called upon by the terms of this
Agreement to determine the occurrence of any event or contingency, the Escrow Agent shall be obli-
gated, in making such determination, only to exercise reasonable care and diligence, and in event of
error in making such determination the Escrow Agent shall be liable only for its own misconduct or
its negligence. In determining the occurrence of any such event or contingency the Escrow Agent
may request from the Issuer or any other person such reasonable additional evidence as the Escrow
Agent in its discretion may deem necessary to determine any fact relating to the occurrence of such
event or contingency, and in this connection may make inquiries of, and consult with, among others,
the Issuer a any time.

Section  7.03. Compensation. (a) Concurrently with the sde and delivery of the Refunding
Obligations, the Issuer shall pay to the Escrow Agent, as a fee for performing the services hereunder
and for al expenses incurred or to be incurred by the Escrow Agent in the administration of this
Agreement, the sum of $ the sufficiency of which is hereby acknowledged by the Escrow
Agent. In the event that the Escrow Agent is requested to perform any extraordinary services
hereunder, the Issuer hereby agrees to pay reasonable fees to the Escrow Agent for such extra-
ordinary services and to reimburse the Escrow Agent for al expenses incurred by the Escrow Agent
in performing such extraordinary services, and the Escrow Agent hereby agrees to look only to the
Issuer for the payment of such fees and reimbursement of such expenses. The Escrow Agent hereby
agrees that in no event shall it ever assert any clam or lien against the Escrow Fund for any fees for
its services, whether regular or extraordinary, as Escrow Agent, or in any other capacity, or for
reimbursement for any of its expenses.

(b) The Paying Agent is the place of Payment (paying agent) for the Refunded
Obligations. Concurrently with the sale and delivery of the Refunding Obligations the Issuer shall pay
to the Paying Agent the sum of $ the sufficiency of which is hereby acknowledged by the
Paying Agent, for al future paying agency services for the Refunded Obligations, and the Paying
Agent warrants that such sum is sufficient for such purpose.

(c) Upon receipt of the aforesaid specific sums stated in subsections (a) and (b) of this
Section 7.03 for Escrow Agent and paying agency fees, expenses, and services, the Escrow Agent
shall acknowledge such receipt to the Issuer in writing.

Section 7.04. Successor Escrow Agents. If at any time the Escrow Agent or its legal
successor or successors should become unable, through operation or law or otherwise, to act as
escrow agent hereunder, or if'its property and affairs shall be taken under the control of any state or
federal court or administrative body because of insolvency or bankruptcy or for any other reason, a
vacancy shall forthwith exist in the office of Escrow Agent hereunder. In such event the Issuer, by
appropriate action, promptly shall appoint an Escrow Agent to fill such vacancy. |f no successor
Escrow Agent shal have been appointed by the Issuer within 60 days, a successor may be appointed
by the owners of a mgority in principa amount of the Refunded Obligations then outstanding by an
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instrument or instruments in writing filed with the Issuer, signed by such owners or by their duly
authorized atorneys-in-fact. If in a proper case, no appointment of a successor Escrow Agent shall

be made pursuant to the foregoing provisions of this section within three months after a vacancy shall

have occurred, the owner of any Refunded Obligation may apply to any court of competent
jurisdiction to appoint a successor Escrow Agent. Such court may thereupon, after such notice, if
any, as it may deem proper, prescribe and appoint a successor Escrow Agent.

Any successor Escrow Agent shall be a corporation organized and doing business under the
laws of the United States or the State of Texas, authorized under such laws to exercise corporate
trust powers, having a combined capital and surplus of at least $25,000,000 and subject to the super-
vison or examination by Federa or State authority.

Any successor Escrow Agent shall execute, acknowledge and deliver to the Issuer and the

Escrow Agent an instrument accepting such appointment hereunder, and the Escrow Agent shall
execute and deliver an instrument transferring to such successor Escrow Agent, subject to the terms

of this Agreement, al the rights, powers and trusts of the Escrow Agent hereunder. Upon the request
of any such successor Escrow Agent, the Issuer shall execute any and all instruments in writing for
more fully and certainly vesting in and confirming to such successor Escrow Agent al such rights,

powers and duties. The Escrow Agent shall pay over to its successor Escrow Agent a proportional

part of the Escrow Agent's fee hereunder.

ARTICLE VIII

MISCELLANEOUS

Section 801 Notice. Any notice, authorization, request, or demand required or permitted
to be given hereunder shall be in writing and shall be deemed to have been duly given when mailed
by registered or certified mail, postage prepaid addressed to the Issuer or the Escrow Agent at the
address shown on Exhibit “A” attached hereto. The United States Post Office registered or certified
mail receipt showing delivery of the aforesaid shall be conclusive evidence of the date and fact of
delivery.  Any party hereto may change the address to which notices are to be delivered by giving to
the other parties not less than ten (10) days prior notice thereof. Moody's Investors Service is to
receive prior written notice and draft lega documents of any contemplated amendment at the address
specified in Section 8.04.

Section ‘8.02. Termination of Responsibilities. Upon the taking of all the actions as described
herein by the Escrow Agent, the Escrow Agent shal have no further obligations or responsibilities
hereunder to the Issuer, the owners of the Refunded Obligations or to any other person or persons
in connection with this Agreement.

Section  8.03. Binding Agreement. This Agreement shall be binding upon the Issuer and the
Escrow Agent and their respective successors and legal representatives, and shall inure solely to the
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benefit of the owners of the Refunded Obligations, the Issuer, the Escrow Agent and their respective
successors and legal representatives.

Section  8.04. Severability. In case any one or more of the provisons contained in this
Agreement shall for any reason be held to be invalid, illegal or unenforcesble in any respect, such
invalidity, illegality or unenforceability shall not affect any other provisions of this Agreement, but
this Agreement shall be construed as if such invalid or illegal or unenforceable provison had never
been contained herein. Immediate written notice is to be sent to Moody's Investors Service after any
incidence of severance. Such notice should be sent to Moody's Investors Service, Attention: Public
Finance Rating Desk/Refunded Bonds, 99 Church Street, New York, New York, 10007.

Section 805. Texas Law Governs. This Agreement shall be governed exclusively by the
provisions hereof and by the applicable laws of the State of Texas.

Section 806. Time of the Essence. Time shal be of the essence in the performance of
obligations from time to time imposed upon the Escrow Agent by this Agreement.

Section 8.07. Effective date of Agreement. This Agreement shall be effective upon receipt
by the Escrow Agent of the funds described in Exhibit “D” attached hereto and the Escrowed
Securities, together with the specific sums stated in subsections (a) and (b) of Section 7.03 for
Escrow Agent and paying agency fees, expenses, and Services.

Section 8.08. Amendments. This Agreement shall not be amended except to cure any
ambiguity or formal defect or omission in this Agreement. No amendment shall be effective unless
the same shal be in writing and signed by the parties thereto. No such amendment shall adversely
affect the rights of the holders of the Refunded Obligations.

Section 8.09. Changes in Agreement Generally Prohibited. This Agreement is made for the
benefit of The Board of Regents of the University of Texas System, the Escrow Agent and the
holders or owners from time to time of the Refunded Obligations, and it shall not be repeaed,
revoked, altered or amended without the written consent of al such holders or owners and the written
consent of the Escrow Agent; provided, however, that The Board of Regents of the University of
Texas System and the Escrow Agent may, without the consent of, or notice to, such holders or
owners and as shall not be inconsistent with the terms and provisions of this Agreement amend this
Agreement to cure any ambiguity or formal defect or omission in this Agreement; but provided
further that no amendment to or ateration of this Agreement shal conflict with the requirements for
firm banking and financid arrangements in accordance with Article 717k, Vernon's Texas Civil
Statutes, as amended. The Escrow Agent shall provide Moody's Investors Service with documents
relating to any proposed amendment to this Agreement prior to execution of any such amendment.
All notices to Moody's shall be sent at the address set forth in Section 8.04 of this Agreement.
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EXECUTED as of the date first written above.

BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM

By

Assistant Vice Chancellor for Finance

ATTEST:

Executive Secretary

(SEAL)
BANKERS TRUST COMPANY
BY
(Title)

ATTEST:

Trust  Officer

(SEAL)
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Exhibit
Exhibit
Exhibit
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INDEX TO EXHIBITS

Addresses of the Issuer and the Escrow Agent

Description of the Refunded Obligations

Schedule of Deht Service on Refunded Obligations

Description of Beginning Cash Deposit (if any) and Escrowed Securities
Escrow Fund Cash Flow

Reinvestments in Zero Coupon SLGS




EXHIBIT “A”

ADDRESSES OF THE ISSUER AND
_ ESCROW AGENT

ISSUER

The University of Texas System
2 10 West Sixth Street
Audtin, Texas 78701

Attention: John Roan

ESCROW AGENT

Bankers Trust Company
4 Albany Street
New York, New York 10006

Attention: Corporate Trust Department
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EXHIBIT "B"

DESCRIPTION OF THE
REFUNDED OBLIGATIONS
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EXHIBIT "C"

SCHEDULE OF DEBT SERVICE
ON REFUNDED OBLIGATIONS

TO BE PROVIDED
BY ACCOUNTING FIRM
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EXHIBIT "D"

ESCROW DEPOSIT

. CASH

Il. STATE AND LOCAL GOVERNMENT
ERIES OBLIGATION

Principal Amount Interest  Rate Maturity Date

IMI. OTHER OBLIGATIONS

Principal Interest Maturity
Description _Amount _ Rate Date




EXHIBIT "E"

ESCROW FUND CASH FLOW

To Be Provided
By Accounting Firm

= 252 = 3




EXHIBIT "F"

REINVESTMENTS IN ZERO
_ COUPON SLGS

Principal Amount Purchase Date Maturnity Date
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4.

U T. System Recommended Monthly Premuns for the Self-
Funded Medi cal and Dental Plans and Heal th Mai nt enance
Organi zations to be Effective Septenber 1, 1995
(Wthdrawn).--Commttee Chairman Smley reported that the
itemrelated to proposed nonthly premumrates for

enpl oyees of The University of Texas Systemfor the self-
funded nedi cal and dental plans and heal th mai nt enance
organi zations to be effective Septenber 1, 1995, was

w thdrawn and wll be presented to the Board via the
Executive Conmttee Letter process.

U T. System Appointnment of Vision Service Plan

| nsurance Conpany, Rancho Cordova, California, as Carrier
for Vision Plan and Approval of Monthly | nsurance
Premiuns to be Effective Septenber 1, 1995. --Upon
recommendati on of the Business Affairs and Audit Com
mttee, the Board appointed Vision Service Plan |Insurance
Conpany, Rancho Cordova, California, as carrier for a
fully insured vision plan for enployees and retirees of
The University of Texas System and approved the nonthly
premumrates as set forth bel ow effective Septem

ber 1, 1995:

1995- 1996

Cat egory Prem uns
Enpl oyee Only $ 6.75
Enpl oyee & Spouse 10. 47
Enpl oyee & Children 10.70
Enpl oyee & Fam |y 17. 26

U T. System Recomendation to Establish Two Self-
Funded Freestandi ng Health M ntenance Organi zations
to Service the Dallas and Gal veston, Texas, Areas and
Appoi ntment of Administrative/Fiscal Agents for Each
of the Organizations to be Effective Septenber 1, 1995
(Wthdrawn).--The itemrelated to the proposed estab-
i shment of two sel f-funded freestandi ng health main-
t enance organi zations to service the Dallas and

Gal veston, Texas, areas to be effective Septem

ber 1, 1995, was withdrawn for consideration at a future
dat e.
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7.

U T. System Approval to (a) Establish a Self-Funded
Heal t h Mai nt enance Organi zation to be a Part of the

Poi nt -of -Service Medical Plan to Service the El Paso and
Tyler, Texas, Areas; (b) Appoint The Anthem Health
Conpani es, Dallas, Texas, as the Admi nistrative/Fiscal
Agent for Each of the Organizations to Serve El Paso and
Tyl er, Texas; (c) Establish PCA Health Pl ans of Texas,
Inc., Austin, Texas, and Sanus Health Plan, Inc.,

Houst on, Texas, as Sel f-Funded Freestandi ng Health Min-
t enance Organi zations to Service the Austin, Texas, Area;

and (d) Appoint PCA Health Plans of Texas, Inc., Austin,
Texas, and Sanus Health Plan, Inc., Houston, Texas,

as Adm nistrative/Fiscal Agents to be Effective Sep-
tenber 1, 1995.--The Board, upon recommendati on of

t he Business Affairs and Audit Commttee:

a. Approved the expansi on of the point-of-
service nedical plan by establishing a
sel f-funded heal t h mai nt enance organi za-
tion to service the enployees and retir-
ees of The University of Texas System
| ocated in the EIl Paso and Tyl er, Texas,
ar eas

b. Approved the appoi ntment of The Ant hem
Heal t h Conpani es, Dallas, Texas, as the
adm ni strative/fiscal agent for the day-
t o-day managenent of the self-funded
heal t h mai nt enance organi zations to serve
El Paso and Tyl er, Texas, effective
Septenber 1, 1995

C. Est abl i shed PCA Health Pl ans of Texas,
Inc., Austin, Texas, and Sanus Health
Pl an, Inc., Houston, Texas, as self-funded
freestandi ng heal th mai nt enance organi -
zations to service the enpl oyees and
retirees of the U T. Systemlocated in
the Austin, Texas, area

d. Appoi nted PCA Health Plans of Texas, Inc.,
Austin, Texas, and Sanus Health
Pl an, Inc., Houston, Texas, as two sepa-
rate adm nistrative/fiscal agents for the
day-t o-day managenent of their individua
sel f-funded freestanding health
mai nt enance organi zation to be effective
Sept enber 1, 1995.

It was noted that the nmedical insurance rates for
FY 1995-96 will be recommended at a future date.
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REPORT AND RECOMVENDATI ONS OF THE ACADEM C AFFAI RS COW TTEE
(Pages 156 - 193).--1n the absence of Conm ttee Chairman

Leber mann who was excused because of a previous comm t nent,
Regent Tenple reported that the Academ c Affairs Conmttee

had nmet in open session to consider those matters on its
agenda and to fornul ate recommendations for the U T. Board

of Regents. Unless otherwi se indicated, the actions set forth
in the Mnute Orders which foll ow were reconmended by the
Academ c Affairs Commttee and approved in open session and

W t hout objection by the U T. Board of Regents:

1. U T. Board of Regents - Regents' Rules and Requl ations,
Part One: Anendnents to Chapter 111, Section 1, Subsec-
tion 1.8, Subdivision 1.86 (Appointnents).--Upon recom
mendation of the Academ c Affairs Commttee, the Board
anended the Regents' Rules and Regul ations, Part One,
Chapter 111, Section 1, Subsection 1.8, Subdivision 1.86,
regarding honorific titles by addi ng paragraph (b) as set
forth bel ow

Sec. 1. Appoi nt nent s.

1.86 Honorific Titles.

(a) Regental Professor. Any faculty
menber who i s awarded t he Nobel
Prize or who has in the past been
awar ded the Nobel Prize may, upon
recommendati on of the chief adm n-
istrative officer of the conponent
institution, the appropriate Exec-
utive Vice Chancellor, and the Chan-
cellor, be given the title Regental
Prof essor. Because of the great
honor associated wth the award of
a Nobel Prize, institutional tenure
is awarded to Regental Professors
by virtue of the appointnent to this
rank.

(b) Distinguished Teachi ng Professor.
Menbers of the U T. Austin Acadeny
of Di stingui shed Teachers or a sim -
| ar approved acadeny nay use the
honorific title Distinguished Teach-
ing Professor to recognize faculty
menbers who have made significant
contributions to education.

This amendnent to the Regents' Rules and Regul ati ons adds
an honorific academc title of D stinguished Teaching
Professor for initial use at The University of Texas at
Austin to recognize faculty nmenbers who will be sel ected
to serve in the newy established Acadeny of D stin-

gui shed Teachers.

2. U T. System Approval of Anendnents to the M ni mum
Faculty Teachi ng Requirenent (Faculty Wrkload) Policy
(Retitled Mninmm Faculty Teachi ng Requirenents) for
General Academi c Institutions.--The Board, upon recomen-
dation of the Academ c Affairs Commttee:

a. Retitled The University of Texas System M n-
i mum Facul ty Teachi ng Requirenment (Faculty
Wor kl oad) policy for the general academc
institutions as M ninum Facul ty Teachi ng
Requi renent s
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Amended Section 2 under "Exceptions" of the M ninum
Faculty Teaching Requirenents to read as set forth
bel ow:

Excepti ons

2.

Limted faculty teaching load credit my
be granted with approval of the institu-
tional head for mmjor academ c advi sing
responsibilities, for preparing major doc-
uments in the fulfillnment of programmtic
needs or accreditation requirenents, or
for duties perforned in the best interest
of the institution's instructional pro-
grans as determ ned by the head of the
institution. Teaching |load credit granted
by the head of the institution for such
purposes is limted to 1% of the total
senester credit hours taught at the insti-
tution during the conparable (fall or
spring) senester in the previous year.
(NOTE: This is one 3-hour undergraduate
course teaching load credit per senester
for each 300 total senester credit hours
taught.)

In addition to the foregoing m nor changes, deleted
t he outdated Preanbl e and concl udi ng paragraph
regardi ng Qutside Enpl oynment and Consulting from
future versions of the M ninmum Faculty Teachi ng
Requi r enent s.

The U. T. System M ni num Faculty Teachi ng Requi r enent

(Faculty Workl oad) policy was approved by the U T. Board

of Regents at the August 1978 neeting and subsequently
anended at the February 1979 and July 1980 neeti ngs.

The

anendnents conformthe title of the policy to that cur-
rently in use and allow additional flexibility in excep-

tions for activities of benefit to the institution.

The M ni mum Faculty Teachi ng Requirenents, as anended,
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are set out in their entirety on Pages 158 -
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THE UNI VERSI TY OF TEXAS SYSTEM
M NI MUM FACULTY TEACH NG REQUI REMENTS

M NI MUM FACULTY TEACHI NG LOAD

Each person paid full time fromthe appropriations item"Faculty Sal ari es”
shal |l teach a m ni mum of nine semester credit hours of instruction in
organi zed undergraduate cl asses each |ong-term senester with adjustnents
permtted for the teaching | oad equival encies |isted bel ow

Adj ust nent s

1. One senester credit hour of graduate instruction is equal to one and
one-hal f semester credit hours of undergraduate instruction

2. Instruction of regularly schedul ed | aboratory and clinical courses,
physi cal activity courses, studio art, studio nmusic instruction, and
primary music performance organi zati ons such as ensenbl es and marchi ng
bands shall provide teaching load credit at the rate of one senester
hour of teaching load credit for each one and one-half contact hours
of instruction per week per |ong-term senester

3. Supervi sion of student teachers, clinical supervision, and intern
supervi sion, shall be credited such that 12 total student senester
credit hours taught is equivalent to one senester credit hour of
teaching load credit.

4, Supervi sion of student practicum and individual instruction courses
such as honors progranms and individual research projects shall provide
teaching load credit at the rate of one-tenth senester hour of
teaching load credit for each student senester hour of undergraduate
i nstruction and one-fifth senester hour of teaching |load credit for
each student senester hour of graduate instruction per long-term
senmester. In no case will individual instruction in a single course
generate nore teaching load credits than if the course were taught as
a regul arly schedul ed, organi zed course.

5. Supervi sion of graduate thesis shall provide teaching load credit only
to the chairperson of the thesis or dissertation commttee and at the
rate of one senester hour of teaching |oad credit for each six tota
student semester hours of thesis research credit and at the rate of
one senester hour of teaching load credit for each three total student
senmester hours of dissertation credit.

6. A faculty nenber who coordi nates several sections of a single course
shall be given one senester hour of teaching |oad credit for each six
sections coordinated up to a maxi mum of three senester hours of
teaching load credit.

7. Credit may be proportionally increased for teaching a | arge cl ass,
whi ch requires extensive grading or evaluation of students' work by
the faculty nenber according to the foll owi ng wei ghing factors:

Cl ass 59 or 60- 70- 80- 90- 100- 125- 150- 175- 200- 250 or

Si ze | ess 69 79 89 99 124 149 174 199 249 nor e
Wei ghi ng

Factor 1.0 1.1 1.2 1.3 1.4 1.5 1.6 1.7 1.8 1.9 2.0

8. Credit for teaching nmay be granted for a faculty nenber who is head
of a department or head of a conparable adm nistrative unit up to a
maxi mum of six senester hours of teaching load credit. Wen
justified by departnment/unit head and approved by the institutiona
head, an additional three hours of teaching load credit may be
given to faculty nmenbers who provi de academ ¢ services to the unit
head, but in no case will the total for departnenta
adm ni stration, including the head, exceed nine teaching | oad
credits.
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9. At the discretion of the head of the departnment or conparable unit,
and upon approval of the institutional head, up to three senester
hours of teaching load credit for each of two senesters may be
given to a new y-appointed faculty nenber during the first year of
enpl oyment for the purpose of devel oping instructional nmaterials
for the courses he or she will teach

When nore than one teacher participates in the instruction in a single
course, the teaching load credit is proportioned according to the effort
expended. Also, when a faculty nmenber is paid partially froma source of
funds other than the "Faculty Salaries"” line item the mnimmteaching
wor kl oad shall be proportioned to the percentage of salary paid fromthe
appropriations item"Faculty Salaries.™

Excepti ons

1. A reduced teaching | oad may be granted tenporarily if classes do not
materi ali ze because of insufficient enrollment and when additiona
cl asses cannot be assigned to the faculty nmenber. This exception nay
only be granted for two consecutive |ong-term senesters for any
particul ar faculty nenber.

2. Limted faculty teaching |load credit nmay be granted with approval of
the institutional head for nmajor academ c advising responsibilities,
for preparing najor docunents in the fulfillment of progranmatic needs
or accreditation requirenents, or for duties perforned in the best
interest of the institution's instructional progranms as determ ned by
the head of the institution. Teaching |oad credit granted by the head
of the institution for such purposes is limted to 1% of the tota
senmester credit hours taught at the institution during the conparable
(fall or spring) senester in the previous year. (NOTE: This is one
3-hour undergraduate course teaching |oad credit per senester for each
300 total senester credit hours taught.)

Sal ary paynments for intercollegiate coaching activities may not cone from
the appropriation item"Faculty Salaries.™

The institutional head shall designate the officer of the institution who
wi Il ronitor workl oads, review workload reports, and submit the reports to
the institutional head for approval and coment as appropriate prior to
subnmitting the reports to the Board of Regents through System

Adm ni stration following the standard reporting format and deadl i nes as
provi ded by the Texas Hi gher Educati on Coordi nati ng Board in accordance
with Section 51.402 of Subchapter H, Chapter 51 of the Texas Educati on Code

and any riders in the current |legislative Appropriations Bill. Every
faculty nenber's conpliance with these m ni mum teaching requirenents shal
be assessed each long-term senester. |If a faculty nmenber is found to be

out of conpliance during any senester, the institution shall take
appropriate steps to prevent such nonconpliance in the future.
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3.

U T. Systemand U T. Arlington: Approval to |Increase
Nunmber of Ashbel Smith Professorships Authorized for the
General Academ c Conponent Institutions and Authori zation

to Use the Nane Jenkins Garrett Professorships for Nonen-

dowed Professorships at U T. Arlington.--The Board,
upon recommendati on of the Academ c Affairs Conmttee,
approved an increase in the nunber of nonendowed Ashbel
Smth Professorships (or Ashbel Smth type professor-

shi ps) authorized for The University of Texas System
general academ c conponents to five (5) professorships.
This action authorizes a base nunber of five such profes-
sorshi ps for each general academ c conponent institution
as is the case for health conponent institutions, except
for The University of Texas at Austin where 15 Ashbel
Smith Professorships are currently authorized and The
University of Texas Health Center at Tyler which does
not have any such professorshi ps.

Current authorization for each conponent is as foll ows:

Nunber of
Nonendowed

| nstitution Pr of essor shi ps
U T. Arlington 5
U T. Austin 15
U T. Brownsville 5
U T. Dallas 5
U T. ElI Paso 5
U T. Pan Anerican 5
U T. Perm an Basin 5
U T. San Antonio 5
U T. Tyler 5
U T. Sout hwestern Mdical

Center - Dallas 5
U T. Medical Branch -

Gal vest on 5
U T. Health Science

Center - Houston 5
U T. Health Science

Center - San Antonio 5
U T. MD. Anderson Cancer

Cent er 5

In accordance with U. T. Board of Regents' policy,

appoi ntnents to these nonendowed professorships shal

be made through the normal budget processes under the
gui del i nes established for Ashbel Sm th Professorships
by the U. T. Board of Regents at the April 1980 neeting.

In addition, the Board authorized the nonendowed prof es-
sorships at The University of Texas at Arlington to be
naned the Jenkins Garrett Professorships in honor of

M. Jenkins Garrett who is a distinguished fornmer nenber
of the U T. Board of Regents and who has been invol ved
in significant support of this institution for over

25 years.
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4.

U T. Arlington: Authorization to Conduct an "Excel -

| ence 21" Fund Rai sing Canpaign for the Coll ege of Busi-
ness Admni stration (Regents' Rules and Reqgul ations, Part
One, Chapter VII, Section 2, Subsection 2.4, Subdivi-
sion 2.44).--Pursuant to the Regents' Rules and Requl a-
tions, Part One, Chapter VII, Section 2, Subsection 2.4,
Subdi vi sion 2.44, the Board approved the establishnment

of a fund raising canpaign for the Coll ege of Business
Adm ni stration at The University of Texas at Arlington
to be referred to as "Excell ence 21."

The specific purpose of the "Excellence 21" canpaign is
to establish a fund raising vehicle at U T. Arlington to
provi de the Coll ege of Business Admnistration with the
appropriate resources, staff, and prograns to neet the
demands of the twenty-first century.

The Col |l ege has established a tine frame of five years to
conplete its ten mllion dollar goal. The funds raised
w Il be used to enhance excellence in instruction as well
as research support, faculty devel opnent, internationa
busi ness education, student support, and executive educa-
tion prograns.

U T. Austin and U. T. Pan Anerican: Authorization to
Advance the Cooperative Doctor of Education (Ed.D.) Pro-
gramin Educational Adm nistration fromStep 1 to Step 2
and to Submt the Change to the Coordi nating Board for
Approval (Catal og Change).--Authorization was granted

for The University of Texas at Austin and The University
of Texas - Pan Anerican to advance the currently estab-

| i shed cooperative Doctor of Education (Ed.D.) programin
Educational Adm nistration fromStep 1 to Step 2 and to
submt the proposal to the Texas Hi gher Education Coordi -
nating Board for review and appropriate action. This
advancenment is the second step in a three-step plan for
establ i shnment of an independent Doctor of Education
degree programin Educational Adm nistration at U T.

Pan Aneri can.

Thi s cooperative degree programbetween U. T. Austin and
U T. Pan Anerican was approved by the U T. Board of
Regents in October 1992 and by the Texas H gher Education
Coordi nating Board in October 1993. Those approval s pro-
vided for the Ed.D. degree to be awarded by U T. Austin
wWth instruction to be provided by both conponents at

U T. Pan Anerican. Responsibility for the curricul um
desi gn and for establishnment of standards renmained with
the U T. Austin faculty.

In Step 2, U T. Austin faculty would continue to play
an active role in the adm ssion of students, the nentor-
ing of faculty, and the gui dance of students through the
process of adm ssion to candidacy. The U T. Pan
Anmerican faculty would teach nore of the doctoral-Ievel
courses and play a nore active role on dissertation

conm ttees.

The principal criterion for noving fromStep 1 to Step 2
is the capability of the faculty to assune doctoral
programresponsibility. Since the cooperative program
was inplenmented in 1993, U T. Pan Anerican has increased
the nunber of faculty in the doctoral programfromthree
to seven and is currently in the process of filling two
addi ti onal positions.
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Upon approval by the Coordinating Board, the next appro-
priate catal ogs published at U. T. Austin and U. T. Pan
Anmerican will be anended to reflect this action.

U T. Dallas: Establishnent of a Bachel or of Science
Degree in Neuroscience and Authorization to Submt the
Degree Programto the Coordi nati ng Board for Approval
(Catal og Change).--The Board established a Bachel or of
Sci ence degree in Neuroscience at The University of Texas
at Dallas and authorized subm ssion of the proposal to

t he Texas Hi gher Education Coordinating Board for review
and appropriate action. The degree programis consi stent
with U T. Dallas' approved Table of Prograns and insti -
tutional plans for offering quality degree progranms to
neet student needs.

The Bachel or of Science degree in Neuroscience will be
adm ni stered by the School of Human Devel opnent with the
participation of the Biology faculty in the School of

Nat ural Sciences and Mathematics at U T. Dallas. Core
courses will address the cellular biology and physi ol ogy
of neurons, neurotransmtter activity, and brain pro-
cesses. The programis clearly related to existing

under graduate prograns in cognitive science and nol ecul ar
bi ol ogy.

The programw || build upon the high quality graduate
programcurrently in place, use many existing undergradu-
ate courses, and draw upon existing faculty expertise in
the master's and doctoral prograns. There are nine well
qualified current faculty to support the program

Li brary resources are adequate and m ni nal new equi pnent
wi Il be needed for the new program The anti ci pated
addi tional equipnent is estinmated to cost approxi-
mat el y $25, 000 and woul d be provided froma conbination
of institutional resources and student |aboratory fees.

Upon approval by the Coordinating Board, the next appro-
priate catal og published at U T. Dallas will be anended
to reflect this action.

U T. El Paso: Approval of a New Constitution and

Byl aws of the Student Association in Accordance with the
Regents' Rules and Reqgul ations, Part One, Chapter VI,
Section 5, Subsection 5.12.--1n accordance with the
Regents' Rul es and Reqgul ati ons, Part One, Chapter VI,
Section 5, Subsection 5.12, approval was given to a

new Constitution and Byl aws of the Student Association
at The University of Texas at El Paso as set forth on
Pages 164 - 183 to be effective inmediately.

The substantive differences between the new Constitution
and the Constitution previously approved at the Decem
ber 1983 U. T. Board of Regents' neeting are summari zed
as follows:

a. Article V, Elections and Qualifications,
in the 1983 Constitution becones Article |
in the new Constitution and forces the
renunbering of old Articles Il, |11,
and IV to beconme Articles IIIl, 1V, and V,
respectively

162



b. In Article I, The Student Associ ati on,
the Student Governnent specifies its
responsibility for conducting el ections
for Honmecom ng and for Student Associ a-
tion elections and referenda

C. In new Article Il, Elections and Qualifi-
cations, the qualifications are revised
to specify that officers and Senators
must have at |east two senesters renain-
ing in their degree programat the tinme
they assune office and to clarify m ninmum
hours to be eligible to run for office

d. In new Article Ill, The Executive Branch
| anguage regarding interim appointnents
by the President is clarified; the President
islimted to appointing only one Executive
Assi stant; and the Vice President of
External Affairs is given a duty to coor-
di nate outsi de organi zati ons requesting
support of student organizations

e. In new Article IV, The Legislative Branch
determ nation of the nunber of Senators
is to be based on fall senester enroll nent
rat her than spring senester; |egislation
i ntroduced by any nenber of the Student
Associ ati on nust receive a second by a
Senator; and a new standing commttee is
specified (Student Application Review Com
mttee for applications for appointnents
by the Senate)

f. In Article VIlI, General Provisions, the
Executive Assistant is authorized to
receive a stipend.

The Byl aws of the Student Association, which have not
previ ously been approved by the U T. Board of Regents,
i ncl ude gui del i nes and procedures for operation of the
St udent Associ ati on Senat e.
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CONSTI TUTI ON OF THE STUDENT ASSCCI ATI ON
OF
THE UNI VERSI TY OF TEXAS AT EL PASO
1994

PREAMBLE

We, the students of The University of Texas at El Paso, in
keeping with the basic Anerican denocratic principles, in order
to establish this government to represent all students of this
University, to provide the official voice through which student
opi ni on may be expressed, to ensure student participation in the
Uni versity deci sion-nmaki ng process, to help defend the rights of
each student and to join together to work for the advancenent of
the University conmmunity, do hereby establish this Constitution.

ARTI CLE
THE STUDENT ASSOCI ATI ON

Section 1. The student body shall be known as the Student
Associ ation of The University of Texas at El Paso.

Section 2. There shall exist wthin the Student Association a
governi ng body organi zed into three branches: The
Executive, Legislative, and Judicial Branches.

Section 3. Each student enrolled at this institution shall be
a menber of the Student Association and shall have
the right to vote in the Student Association
el ections and referenda.

Section 4. The Student Governnent shall have the
responsi bility of holding Homecom ng and Student
Associ ation el ections and referenda for which
St udent Associ ati on nenbers have a right to vote.

ARTI CLE 1|
ELECTI ONS AND QUALI FI CATI ONS
Section 1. O ficers and Senators of the Student Association
nmust have the follow ng qualifications:

a. A mnimumof two (2) senesters remaining for
degree conpletion at the tinme of running for
of fice;

b. Have conpl eted a m ni num of twenty-

four (24) undergraduate credit hours

or eighteen (18) graduate credit hours
in the twelve (12) nonths precedi ng
their termin office, with no |less than
nine (9) undergraduate hours nor |ess
than six (6) graduate hours conpleted in
each |l ong senester of that period
(students graduating fromUTEP with a
bachel or' s degree and conti nui ng

i medi ately as a graduate student are
exenpted fromthe m ninmum course | oads
descri bed above); and

1. Under gr aduat e Senators nust conplete a
m ni mum of twenty-four (24) credit hours
during their termin office with a
m nimum of nine (9) credit hours during
each | ong senester.
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Section 2.

Section 3.

2. O ficers and Senators who are graduate
students nust conplete a m ni mum of
ei ghteen (18) credit hours during
their termin office with a m ni num
of nine (9) credit hours during
each | ong senester.

C. Have a 2.5 cunul ati ve grade poi nt average by
June 1 and maintain it during his/her termin
of fice.

d. Have at |east twenty-four (24) credit hours

at The University of Texas at El Paso by
June 1 of his/her termof office.

e. No students nay serve as an el ected official
until their grades have been checked and they
have been sworn in by the Dean of Students or
hi s/ her representative.

f. Not be on disciplinary or scholastic

probation of any kind during his/her term of
of fice.

Any O ficer or Senator who fails to neet
stated qualifications by June 1 of his/her
termor any Oficer or Senator who fails to
mai ntain stated qualifications during his/her
termof office, shall forfeit his/her

posi tion.

Oficers and Senators will be elected in the
spring senester prior to their prospective
term The termof office for Oficers and
Senators shall be one year commencing on
June 1 and ending May 31.

a. The offices of Student Associ ation
President, Vice-President of I|nternal
Affairs, and Vi ce-President of
External Affairs shall be filled by
t he candidate in each race
receiving a mpjority of the votes
cast in a general election. Each
student shall vote for no nore than
one (1) candidate for each of these
of fices.

b. Senat or positions shall be filled by the
requi red nunber of candi dates receiving
t he greatest nunber of votes. Each
student shall vote for no nore than
three (3) candi dates for Senator
posi tion.

Each student duly elected or appointed to office
in the Student Association shall, before assum ng
the duties of that office, take the follow ng oath
adm ni stered by the Dean of Students or his/her
representative: "I, (officer repeat full name),
do solemmly affirmthat I will fulfill, defend and
further the purpose and goals of the Student

Associ ation of The University of Texas at El Paso,
as stated in the Constitution."
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Section 1.

Section 2.

Section 3.

ARTI CLE 111
THE EXECUTI VE BRANCH

Al'l executive powers shall be vested in a
President, a Vice-President of Internal Affairs
and a Vice-President of External Affairs.

The Student Associ ation President shall have the
foll ow ng powers and duti es:

a. To act as chief executive officer of the
St udent Associ ati on.

b. To act wth the Senate to enforce the
Constitution, Bylaws, and |egislation of the
St udent Associ ati on.

C. To call special sessions of the Senate and to
call the first session of the Senate after a
general election, if the Senate has not net
by the third week of its tenure.

d. To sit as a nonvoting nmenber of the Senate
and any of its conmttees.

e. To veto legislation of the Senate in
totality, but not initem Resolutions
of the Senate may not be vetoed.

f. To sit as chairperson of the Executive
Cabi net .
g. To make interimappointnents effective for

thirty (30) days, if the Senate has not nade
an appoi ntnent. Regarding comnmttee and
Judi ci al Branch appoi ntnents, the President
may make an interimappointee into a

per manent appoi ntee, subject to approval of
the Senate by at least two-thirds (2/3) vote.
Wth regard to these appoi ntnents, al
position applicants nust receive a

thirty (30) day appointnent prior to a Senate
heari ng.

h. To formad hoc conmttees.

i To appoint only one (1) Executive Assistant
to the President.

The Student Associ ation Vice-President of Internal
Affairs shall have the foll ow ng powers and
duti es:

a. To preside over sessions of the Senate.

b. To replace the Student Associ ation President
if the President is absent or disabled and to
becone the Student Association President if
the office is vacated.

C. To appoint, if necessary, a Parlianentarian

and a Sergeant-at-Arns subject to approval by
a mpjority vote of the Senate.
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Section 4.

Section 5.

Section 6.

d. To oversee the appointnent of students to
Faculty Senate Standing Committees and act as
adm ni strat or thereof.

e. To call special sessions of the Senate.
f. To formad hoc conm ttees.

The Student Associ ation Vice-President of External
Affairs shall have the foll ow ng powers and
duti es:

a. To act as a |iaison between the Student
Associ ation and |ocal, state, and nati onal
student governnents.

b. To act as coordinator to outside
organi zati ons seeking the support of student
or gani zati ons.

C. To preside over sessions of the Senate in the
absence of the Vice-President of |nternal
Affairs.

d. To research and advi se the Student

Associ ation on national, state, and | ocal
| egi sl ati on and events which affect the
St udent Associ ati on.

e. To be responsible for researching the
validity of all travel on Student
Associ ation funds and to nake
recommendations to the Senate about said
travel .

The Executive Cabi net, conposed of the President,
Executive Assistant, Vice-President of Internal
Affairs, the Vice-President of External Affairs
and the chairpersons of all standing commttees,
wi |l have the follow ng duties:

a. To act as an advisory source to the
Presi dent.
b. To recommend to the Senate goals and policies

for the Student Associ ation.

C. To recommend the renoval of Senators fromthe
Ways and Means Conm ttee, the Finance
Comm ttee, and other standing commttees
formed by the Senate.

d. The Cabi net shall neet at |east once a nonth.
The Executive Assistant to the President shal

have powers and duties as directed by the Student
Associ ation President.
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ARTI CLE |V
THE LEG SLATI VE BRANCH

Al'l legislative powers shall be vested in a

St udent Senate conposed of one Senator, for each
one thousand (1,000) students enrolled, selected
at-large in a general election of the Student
Associ ation. The nunber of Senators shall be
determ ned by enrollnment during the previous fal
senester.

A mjority of the roll of the Senate shal
constitute a quorumfor the transaction of
busi ness and shall be called a session of the
Senat e.

The Senate shall neet at |east once a week while
Uni versity classes are in session. Al Senate
sessions and commttee neetings shall be open.

The Senate shall approve by a two-thirds (2/3)
roll call vote all rules and regul ati ons necessary
to its expedi ent and proper operation.

Legislation may be initiated by any nenber of the
St udent Associ ation, but nust be seconded by a
Senat or.

Al'l Senators shall have the power to vote on al
| egi sl ati on brought before a session of the
Senate. No proxy votes are all owed.

All legislation passed by the Senate and si gned by
the Student Associ ation President shall be bound
in the | aw of the Student Association. |If the

St udent Associ ation President does not sign an act
of the Senate within ten (10) days of its passage,
the act shall be enacted, unless vetoed in this
peri od.

A Presidential veto of an act passed by the Senate
may be overridden by a two-thirds (2/3) roll cal
vote of the Senate.

The Senate shall appoint fromanong its nenbership
on or before its fourth session the follow ng
standi ng commi ttees:

a. A Ways and Means Conm ttee to advise the
Senate in procedural matters,

b. A Finance Conmittee to advise the Senate on
financial matters, and

C. A SARC (Student Application Review Conmttee)
to advise the Senate on applications for
appoi ntnent by the Senate. The Senate may at
any tinme appoint fromits nenbership other
standing commttees it deens necessary. The
Senate may renove commttee nenbers on the
grounds of excessive absences or m sconduct
as stated in the Bylaws by a two-thirds (2/3)
roll call vote.
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Section 10.
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11.

12.

13.

14.

15.

The Senate shall appoint from anong the Student
Associ ation an Attorney General to represent the
St udent Association in the Student Association
judicial systemand to prosecute violators of the
Constitution, |egislation of the Student

Associ ation, and any other regulations within the
jurisdiction of the Student Association. The
Senate may renove an Attorney Ceneral by a two-
thirds (2/3) roll call vote. The Attorney General
must neet the sane requirenments as any el ected
menber of the Student Association.

The Senate shall appoint from anong the Student
Associ ation one or nore Public Defenders to
represent students accused of violations of the
Constitution and | egislation of the Student
Association. The Senate may renove a Public
Def ender by a two-thirds (2/3) roll call vote.

The Senate shall appoint from anong the Student
Associ ation one or nore Student Advocates to
provi de gui dance to or to represent students in
need of help in filing grievances or clearing
probl ens in areas such as grade changes, cl ass

w t hdrawal s, transcript discrepancies, grievances
agai nst faculty, or hearings before the Faculty
Senate Standing Committees on Student Publications
and Student Welfare and Gievance.

The Senate shall appoint from anong the Student
Associ ation the student nenbers of all Faculty
Senate Standing Conmttees. The Senate nmay renove
commttee nenbers by a two-thirds (2/3) roll cal
vot e.

The Senate shall appoint an Electoral Commttee to
conpile an election code to set forth al

necessary regul ations for Student Association

el ections. The election code shall be submtted
to the Senate for approval by a two-thirds (2/3)
roll call vote.

The Senate may hold a special election if deened
necessary by a mgjority roll call vote of the
Senat e.

ARTI CLE V
THE JUDI Cl AL BRANCH

Al'l judicial powers shall be vested in a Suprene
Court and such inferior courts as may be
established by the Senate. The Suprene Court
shal |l consist of seven (7) students appointed by
the Senate fromthose students submtting
petitions. Justices shall remain in their
positions unless they are disqualified, inpeached
and convicted, or resign.

The Suprene Court shall have original jurisdiction
over cases involving the Constitution, Bylaws, and
| egi sl ati on of the Student Associ ation,
regulations within the jurisdiction of the Student
Associ ation, and any other case referred to it by
the Senate, as stipulated by the Constitution
and/or the Ofice of Student Affairs.
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If any legislation or regulations of the Student
Association, in part or in their entirety, should
be found contrary to the Constitution, said

| egi sl ati on and regul ati ons shall be decl ared nul
and void by the Suprenme Court.

The Suprenme Court shall have appellate
jurisdiction over all inferior court decisions.

The Suprene Court shall approve by a two-

thirds (2/3) roll call vote all rules and
regul ati ons necessary for proper and expedi ent
operation and the proper and expedi ent operation
of the Judicial Branch.

The Suprenme Court shall, fromanong its
nmenber shi p, appoint a Chief Justice and a Chief
Justice pro tenpore by a two-thirds (2/3) rol
call vote.

ARTI CLE VI
VACANCI ES AND SUCCESSI ONS

Any O ficer or Senator of the Student Association
shall be renoved fromoffice upon conviction in an
i npeachnent trial or upon suspension for inproper
conduct .

The Senate shall have the sol e power of

i npeachnent by a two-thirds (2/3) roll call vote.
Any nmenber of the Student Association may initiate
i npeachnent charges. The Chief Justice of the
Supreme Court shall preside over the Senate in an
i npeachnent trial, except in cases involving
menbers of the Judicial Branch, in which case the
Vi ce-President of Internal Affairs shall preside.

A vacancy occurs when:

a. Any O ficer or Senator of the Student
Association forfeits his/her position due to
inability to nmeet qualifications as stated in
Article Il, Section 1, of this Constitution.

b. An O ficer or Senator accepts another el ected
or appointed position in the Student
Associ ati on.

C. Any O ficer or Senator of the Student
Associ ation resigns his/her position.

Successi on.
a. Oficers:
1. Shoul d a vacancy occur in the position
of the President, the Vice-President of
Internal Affairs shall assume the office

with all rights and responsibilities
t her eof .
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Section 1.

Section 2.

Section 1.

2. Shoul d a vacancy occur in the
position(s) of Vice-President of
Internal Affairs or Vice-President of
External Affairs, the position(s) shal
be filled by an election held from anong
t he nenbership of the Senate by a two-
thirds (2/3) roll call vote. 1In the
event that no senators wi sh to assune
the position(s), a special election
shall be held from anong the nenbership
of the Student Associ ation.

b. Senat ors:

Shoul d a Senator's position becone vacant, it
shall be filled by the person receiving the
next greatest nunber of votes in the nost
recent election. Only the first five
alternates not elected shall be eligible to
fill such a vacancy.

ARTI CLE VI |
GENERAL PROVI SI ONS

Mont hly stipends for Oficers and Senators of the
St udent Association shall be as foll ows:

St udent Associ ati on President $190
Vi ce-President of Internal Affairs $140
Vi ce-Presi dent of External Affairs $140
Executi ve Assi st ant $100
Senat or $ 40

Any Student Association Oficer, Senator or
Executive Assistant who fails to attend any
regul ar Senate session shall forfeit from his/her
stipend ten (10) dollars for each regular Senate
session. The total anount forfeited in any one
nont h shall not exceed the total stipend for that
nont h.

Al official records, orders, journals and
proceedi ngs of the Senate and the Suprene Court
shal | becone an official record of the University
and shall be distributed as foll ows:

a. The O fice of the Student Associ ati on
b. The O fice of Student Affairs

C. The Ofice of the University Librarian.

ARTI CLE VI I |
CONSTI TUTI ONAL AVENDMENTS

An anmendnent to the Constitution may be initiated
by the Senate or by petition of fifty (50) nenbers
of the Student Association to the Senate. |If an
amendnent is initiated by petition bearing three
hundred and fifty (350) signatures of nenbers of

t he Student Associ ation or two-and-one-half
percent (2 1/2% of the Student Associ ation,

whi chever is greater, then the anmendnent shall be
submtted to the student electorate for a vote.
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Section 2.

Section 3.

Section 4.

Section 5.

Section 6.

Approved by

I f an anmendnent proposed to the Senate receives
the support of a nmpjority of the roll of the
Senate in regular session, it shall be submtted
to the student electorate for a vote. Proposed
anmendnents nmust be presented to the University
newspaper in full text preceding its presentation
to the student el ectorate for approval. Ful
texts nust be nmade available to all Student

Associ ation nmenbers prior to the el ection upon
request.

A mgjority of the ballots cast upon an anmendnent
shal |l be necessary for the anendnent to becone
part of this Constitution.

All amendnents to the Constitution shall replace
the article and sections for which they are
written.

All amendnents to the Constitution may be
submtted to the student electorate for a vote
only during the spring senester general elections.
This Constitution, and any anmendnent thereto,
shall not be effective unless and until approved
by the President of The University of Texas at

El Paso, the Executive Vice Chancellor for
Academ c Affairs and the Board of Regents of The
University of Texas System and, shall otherw se
in all respects be subject to the Rules and
Regul ations of said Board of Regents.

Not wi t hst andi ng any such approval, any provision
of this Constitution, or any anmendnent thereto,
which is in conflict wwth said Rules and
Requl ati ons (as determ ned by the Board of
Regents), shall be null and void.

St udent Ref er endum

4/ 21/ 94
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STUDENT A
L

ARTI CLE |. | NTRODUCTI ON

We, the UTEP Student Associ ation Senate, do hereby
establish these Bylaws to effectively operate the Student
Associ ation Senate, in accordance with Article V, Section 3 of
t he UTEP St udent Associ ation Constitution.

ARTI CLE Il . DEFI NI TI ONS

A Two-thirds (2/3) Vote - 2/3 of the Senators who respond
by voting yes or no. The only votes recognized wll be
yes, no, and abstain.

B. Active voting nenbers - those certified by the El ection
Comm ssion, properly registered, neeting al
qualifications for office, and officially sworn into
of fice.

C. Legislation - any proposals nmade which require Senate
action, such as appropriation of funds, resolutions, or
anendnents to the appropriate Student Associ ation
Constitution and/or these Byl aws.

1) Appropriation Bill - any bill presented to Senate
requesting funds.

2) Amendnents (affecting SA governnent) - any
proposal or request which attenpts to change or
nodi fy the | egislation of the Student
Associ ation Senate.

3) Resolution - a witten statenment of Senate position
on any given issue.

D. Majority - greater than 50% of all votes cast affirmative
or negative, yes and no.

E. Stratified Majority - greater than 50% of all votes cast
affirmati ve, negative, or abstain; yes, no, and abstain.

F. Friendly Amendnent - a verbal anendnent to a bill before
the first vote is taken.

G Amendnent - (in relation to a bill) - any material change
affecting or altering the anount of the appropriation or
the wordi ng of any proposed | egislation.

H. Ad Hoc Conmttee - a tenporary conmttee appointed to
performa specific duty.

Standing Comm ttees - those Senate committees called for
in the Student Association Constitution or these Byl aws.

J. Faculty Senate Standing Commttees - those commttees so
designated by the Faculty Senate Byl aws.

K. Quorum - Sinple nmgjority of Senators serving the current
senester.
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Legi sl ative Assistant Coordinators - the chairpersons of
the Legislative Assistant Conmttee.

St udent Associ ation - the student governing structure
conposed of the Legislative, Executive, and Judici al
branches, as described in the Constitution of the

St udent Associ ation of The University of Texas at El Paso
and these Byl aws.

Student Body - the entirety of the UTEP student body
conposed of registered full-tinme, part-tinme, and graduate
st udents.

Mat eri al Change - any significant alteration in intent.

ARTI CLE I'I'l. DUTIES AND RESPONSI BI LI Tl ES

Senators are required to attend all Senate sessions and
to participate in at least two (2) Student Association
projects. Failure to attend a neeting (session) wthout
a valid excuse (see Article IV, Sec. 3) wll result in
the Senator's service award being reduced by twenty-five
percent (25% .

Roll call will be taken at the beginning and end of each
Senate session. For Senators to be counted present and
not have their service awards reduced, they nmust be in
attendance for 90% of the neeting. Mnor infractions for
whi ch an excuse is submtted to the Vice-President of
Internal Affairs within one week nust be presented to the
Senate for recommendati on subject to two-thirds (2/3)

roll call vote. Each Senator may step out for no nore
than five (5) mnutes per session without calling a
recess.

Excused absences will be restricted to the foll ow ng:

of ficial university business, classes, sickness, accident
(all of which nust be verified by docunentation presented
to the Vice-President of Internal Affairs). 1In
exceptional circunstances, the Senate may al so deem an
excuse (that is not outlined above) valid by a two-thirds
(2/3) roll call vote.

The Vice-President of Internal Affairs will contact in
witing all Senate Appointees to confirm whether or not
each individual is planning to serve in the appointed
position. Only a witten statenent of non-intent to

serve will constitute non-intent to serve. Failure to
confirmintent to serve in witing by the |last day of the
second full week of classes will constitute non-intent to
serve.

Duties of the Director of Student Advocates and the

St udent Advocates are as specified in the Student
Advocate office Procedures Manual. Failure to followthe
Senat e- approved Student Advocate Procedures Manual may be
grounds for inpeachnent. The requirenents for the
Director of Student Advocates and all Student Advocates
are a 2.5 cunul ative grade point average and no | ess than
nine (9) undergraduate hours nor |ess than six (6)
graduate hours conpleted in each |ong senester of their
terns.
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Duties, requirenents, and responsibilities of the Traffic
Court menbers (Attorney CGeneral, Assistants to the
Attorney General (Prosecutors), Director of Public

Def enders, Public Defenders, and Traffic Court Justices)
are specified in the Student Association Student Traffic
Court Procedures.

Duties, requirenents, and responsibilities of the Suprene
Court Justices are as specified in the Student Suprene
Court Procedures Mnual

First termstudents in good standing applying for

appoi nted positions wll be appoi nted under a

one (1) senester probationary period. |If at the end of
the probationary period the individual neets al
criteria, the appointnent is automatically continued for
the duration of the academ c year. |f the individual
does not neet the criteria for the position, the

appoi ntnent is automatically term nated.

ARTI CLE | V. GENERAL PROVI SI ONS
St udent Associ ati on Fi nanci al Accounts

1) Senate nmay make recomendations to the President of
t he Student Association for changes in the Student
Associ ati on budget.

2) Al'l expenditures from other accounts shall be
reported nonthly to the Senate by the Student
Associ ation President.

3) The Senate shall approve its individual budgets and
all allocations thereof.

Sessi ons

1) Agendas and associ ated m nutes shall be placed in
all Senators' and Oficers' nail boxes two (2) days
prior to neetings in the summer and two (2) days
prior to neetings in the |long sessions, the only
exceptions being any reasonable tine constraints of
the Senate Secretary.

2) There will be a three (3) mnute speaking limt
every tine a person has the fl oor.

3) The tine and date of Senate sessions shall be set by
the Senate at the second session of each senester by
a two-thirds (2/3) roll call vote. This is subject
to change by a two-thirds (2/3) roll call vote of
t he Senate.

4) Robert's Rules of Order (Revised Edition) shall be
an ADVI SORY source to the Student Association
Senat e, except where otherw se stipulated by the
Constitution.

5) The Senate nmay suspend the Bylaws of the Day by a
stratified majority roll call vote. The notion to
suspend the Bylaws will be exhausted on conpl etion
of the Senate matter at hand.
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6) The term of Senate appointnents to the foll ow ng
positions shall run fromthe date of appoi ntnent
until Septenber 29 of the sane academ c cal endar
year (Septenber 30 - Septenber 29):

Director of Student Advocates

St udent Advocat es

At torney Cener al

Publ i ¢ Def ender

Traffic Court Justices

All Senate Comm ttee Appointnents
Legi sl ative Assistants

@TPaocop

7) The Public Defender, Director of Student Advocates,
St udent Advocates, and the Attorney CGeneral may be
removed fromoffice by a two-thirds (2/3) roll cal
vote of the Senate.

Byl aws Amendnent s

1) These Byl aws may be anended at a regul ar session of
the Senate by a two-thirds (2/3) stratified majority
roll call vote only if the anmendnent has been
submtted in witing at a prior session of the
Senat e.

2) Any Senator may submt proposed anendnents to these
Byl aws.

3) Proposed anendnents are effective upon approval
by the President of The University of Texas at
El Paso, the Executive Vice Chancellor for Academc
Affairs and the Board of Regents of The University
of Texas System

ARTI CLE V. LEG SLATI ON

For legislation to be considered by the Senate it nust be
submtted typewitten to the Student Association
Secretary by five o' clock (5:00) on Monday, two weeks
prior to being considered by the Senate for its first

r eadi ng.

Student Travel Request fornms and the nanmes of al
students traveling nmust be turned in and approved prior
to being considered by the Senate for its first reading.

Typewitten drafts of |egislation nust be placed in

Fi nance and Ways and Means Conm ttee Chairpersons' boxes
two (2) working days prior to the next schedul ed
commttee neeting for each

The Ways and Means and Finance Commttees nust act upon
appropriate legislation during the next schedul ed
committee neeting after its subm ssion to the Student
Associ ation Secretary. The Senate nust act upon such

| egislation within ten (10) working days after it is
reported out of commttee.

Friendly amendnments may be accepted by the author or
organi zati onal representative on proposed | egislation
before the first reading. Any bill anmended after passing
first reading nmust return to the first reading.
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F. For proposed |egislation to becone | aw

1) It nust be passed by a mgjority roll call vote of
the Senate on the first reading;

2) It nmust be passed by a majority roll call vote on
t he second readi ng; and

3) If it fails on either reading, it may be resubmtted
as new | egi sl ation.

G At least five (5 working days nust expire between the
first and second readi ng peri od.

H. In the event that the Senate determ nes by a two-
thirds (2/3) roll call vote that there is a m suse of
appropriated funds to Student Association nmenbers, those
nmenbers responsi ble for such msuse will be liable to the
Dean of Students for all such appropriated funds and nmay
be subject to disciplinary action.

ARTI CLE VI. SENATE MAJORI TY LEADER

The duties of the Senate Majority Leader are to represent the
Senate as a whole on all nmatters within the Executive Cabi net
(ex officio) and executive neetings with the Dean of Students
and to advise and keep the Senate infornmed on all Senate
matters and ot her events that may concern the Senate. The
goals of this position are to develop a sense of the Senate,
comuni cate this to the President of the Student Association,
act as a nediator between the Senators, and to serve as an
onbudsman between the Senate and the Executive Branch. The
Senate Majority Leader shall be elected by a two-thirds (2/3)
roll call vote of the Senate.

ARTI CLE VII. SENATE COWM TTEES
A St andi ng Comm ttees

1) A m nimum of three (3) Senators nust be on the
standing commttee as active voting nenbers.

2) A quorum for the transaction of business will be a
sinple majority of the active voting nenbers on each
committee.

3) Standing Comm ttees shall elect by a two-
thirds (2/3) vote of their active voting nenbers a
Chair, Vice-Chair, and Secretary. Each position
shal |l be chosen from anong the eligible voting

menbers.

4) The duties of the commttee officers shall be as
fol | ows:
a. Chair: To preside over regularly schedul ed

commttee neetings and call special neetings
contingent that commttee nenbers are given 48
hours advanced witten notice. To give a
weekly report to Senate of the business
transacted by each commttee.

b. Vice-Chair: To preside over commttee neetings
in the absence of the Chair.
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5)

6)

7)

8)

C. Secretary: To record and submt to the Vice-
President of Internal Affairs a formal record
of the mnutes of all regular and speci al
commttee neetings and to record and submt a
record of attendance at all regular and speci al
neetings to the Vice-President of Interna
Affairs.

Proxy votes will not be accepted at any commttee
meet i ngs.

The Ways and Means Commttee shall have the
foll ow ng duties:

a. Revi ew al|l proposed |egislation to correct
granmar and spel |l ing.

b. Screen and approve only appropriate |egislation
for presentation to the Senate.

C. Be avail able to hel p student organizations with
bills.

d. Advi se the Senate on procedural matters

relating to | egislation.

The Finance Comm ttee shall have the follow ng
duties:

a. Keep an accurate and up-to-date | edger of
allocations fromthe Senate account and prepare
nonthly reports to the Senate.

b. Ensure that appropriation bills adhere to the
appropriation guidelines.

C. Make reconmendati ons concerning Senate
expendi t ures.

d. Advi se the Senate on all financial matters.

e. The Chair shall preside over Senate in absence

of Vice-President of External Affairs.

The Legislative Assistant Conmttee will have two
coordi nators: one Senator and one elected from
anong conmttee nenbers. The Legislative Assistant
Comm ttee shall have the foll ow ng duties:

a. To interview and reconmend t hose students
applying for Legislative Assistants.

b. I f a vacancy should occur, the Coordinators
wi |l make an assignnent to fill it.

C. The Coordinators nmay create a pool of

unassi gned Legi sl ative Assistants to help with
any project and/or commttee.

d. Approval s and dism ssals are subject to Senate
approval .
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9) The Senate Appointnment Review Conmttee will have
two co-chairpersons: one Senator and the
Vi ce-President of Internal Affairs. The Senate
Appoi nt mrent Review Conmttee will have the follow ng
duti es:

a. Review all applications for any
Senat e- appoi nted positions, excluding
Legi sl ative Assistant applicants, within the
St udent Associ ati on gover nnent.

b. Interview or review past records of al
applicants for these positions at | east
one (1) week prior to presentation to the
Senate for appoi ntnent.

C. Eval uat e appoi ntees' performance and nake
recommendations to the Senate when a
witten, signed conplaint is filed with
the S. A Secretary to the Student
Associ ati on Senate.

Project Commttees

1) Project commttees may be appointed fromthe Student
Associ ation by the Senate as needed. All Senate
project conmttee chairs or co-chairs nust report
the progress and activities of their conmttees to
the Senate once a nonth. All the actions of al
Senate project commttees are subject to Senate
approval by a two-thirds (2/3) majority roll call
vot e.

2) Proxy votes wll not be accepted at any conmttee
meet i ngs.

3) All project commttee chairs or co-chairs wll
set up project planning checklists and docunent
the projects they are working on in notebooks
that will be kept permanently in the office of
the Vice-President of Internal Affairs.

4) After any and all projects are conpleted, an
evaluation formnust be filled out and filed in the
respective project notebooks.

5) Any and all publicity (advertisenents, fliers,
PSA' s, banners, posters, etc.) for any Senate
project nmust go through the Public Rel ations
Coordi nator before they are conpl eted and/ or
rel eased.

ARTI CLE VI'II. THE EXECUTI VE CABI NET

The Executive Cabi net, conposed of the President,

Vi ce-President of Internal Affairs, Vice-President of
External Affairs and the Executive Assistant covered
herein, wll have the duties stipulated in Article |11
Section 5 of the Constitution of the Student Associ ation
of The University of Texas at El Paso.

The Executive Cabinet shall be responsible for selecting
the Senator of the Mnth.
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ARTI CLE I X.  FACULTY SENATE STANDI NG COWM TTEES

Any nmenber of the Student Association is eligible to
serve on all Faculty Senate Standing Commttees as
designated by the Faculty Senate Byl aws.

Al'l student appointnments nmade by the Senate becone
effective on the date that they are approved by the
Senat e and/ or Septenber 30 for fall appointnents.

The term of service on such commttees shall run fromthe
date of appointnent until Septenber 29 of the sane
academ c cal endar year (Septenber 30 - Septenber 29).

Student applicants to Faculty Senate Standing Comm ttees
shal |l be appointed by a majority roll call vote of the
Senat e upon recommendati ons by the Senate Appoi ntnent
Revi ew Conmi tt ee.

One student nenber of each Faculty Senate Standing
Commttee elected fromanong thenselves by a majority
vote will be chair of the "student delegation.” The
duties of the student chair shall be:

1) To communicate with the Faculty Chair of the
particul ar conmttee.

2) To keep a record of student attendance on the
particular commttee, and report this information to
the Vice-President of Internal Affairs. To provide
m nutes of each neeting to the Vice-President of
Internal Affairs, and to provide additional reports
as requested by the Vice-President of Internal
Affairs who wll keep such information on file to be
avai |l abl e upon request.

3) To see to it that all student nenbers are inforned
of all meetings and that they receive all pertinent
material that is dissemnated to student nenbers in
advance of the neeting.

4) To be present at all Student Association Governing
Board neetings and convey information of nmeetings to
conm ttee nenbers.

The Senate nay renpbve by two-thirds (2/3) roll call vote
any student nenber of any Faculty Senate Standing
Committee. In addition the Senate may renove by two-
thirds (2/3) roll call vote the student chair fromthe
"student del egation” for failure to perform his/her
duties as specified in Article I X, Section E of these
Byl aws. The Senate nust go on record as to why the
student was di sm ssed.

A student who m sses two (2) consecutive Faculty Senate
Standi ng Comm ttee neetings wthout advance notice to the
Student Chair, the Senate Appointnment Review Conmittee
and/or Vice-President of Internal Affairs, will be
notified in witing by the Senate Appoi nt ment Revi ew
Commttee to provide an acceptabl e explanation for the
Comm ttee's consideration.

Further action will be taken upon the recomendation of

the commttee. Renoval will require a two-thirds (2/3)
roll call vote of the Senate.
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The requirenents for all students serving on any Faculty
Senate Standing Conmttees are a 2.0 cunul ative grade
poi nt average and no | ess than nine (9) undergraduate
hours nor |less than six (6) graduate hours conpleted in
each | ong senester of their appointnents.

ARTI CLE X. LEGQ SLATI VE ASSI STANTS

Legi sl ative Assistants are UTEP students who are

i nterviewed and recomrended by the Legislative Assistant
Revi ew Comm ttee conprised of at |east three (3) Student
Associ ation Senators and one (1) Presidential appointee.

To serve, a Legislative Assistant nom nee nust satisfy
the criteria set forth in Article I X, Section H of these
Byl aws.

Each Senat or upon request shall be assigned at |east one
(1) Legislative Assistant of his/her choice. Each
Executive Oficer and the Executive Assistant to the
Presi dent upon request wll be assigned two (2)
Legi sl ative Assistants of his/her choice.

Legislative Assistants wll carry out all duties and
responsibilities set forth in the Legislative Assistant
Commi ttee guidelines.

Legi sl ative Assistants may assist with any Student
Associ ati on projects.

The term begi ns each Septenber 30th and ends the
foll ow ng Septenber 29th.

A Legi sl ative Assistant Chairman, Vice-Chairmn, and
Secretary will be elected fromanong the Legislative
Assistants by a majority vote of the Legislative
Assi stants.

Al'l Legislative Assistants nust attend at |east one (1)
Senat e neeting per nonth.

There will be a Legislative Assistant nmeeting once a
nonth with mandatory attendance. The regul ar neetings
are schedul ed by the Legislative Assistant Commttee.

1. Each Legislative Assistant is required to turn in a
nonthly report at these neetings which will go to
the Chairman and t he Coordi nator(s).

2. An excused absence nmust be approved by the
Legi sl ative Assistant Chairman, who will in turn
informthe Legislative Assistant Coordinator(s).

Failure to conply with the above duties will result in
review by the Legislative Assistant Commttee. |If the
problemis not resolved, further action wll be
considered by the Legislative Assistant Review Committee.
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ARTI CLE XI'. | MPEACHVENT

G ounds for inpeachnent shall be:

1)

2)

3)

4)

5)

M sappropriation of Student Association funds or
property.

Failure to performduties as assigned by the
Constitution or these Byl aws.

I ntentional m srepresentation of the Student
Associ ati on.

Any fraudul ent statenent or act which would affect
the standing of any officer and/or Senator w thin
t he Student Associ ation.

a. Five (5) or nore unexcused absences; or

b. Three (3) or nore consecutive unexcused
absences as pertaining to this section
fromthe regularly schedul ed Senate
sessions, not conmttee neetings.

Pr ocedur es

1)

2)

3)

4)

Charges of the indictnment for inpeachnent may be
initiated by any Senator or by any nmenber of the
St udent Associ ati on.

Al l charges of inpeachnent nust be in witing in
typewitten formto the Dean of Students in the
presence of the accuser, accused, and the

Vi ce-President of Internal Affairs. 1In the instance
that the Vice-President of Internal Affairs is
either the accuser or accused the President wll
serve in the aforenmentioned capacity. The Dean of
Students wi Il hear charges and evi dence and deemt he
accusations either neritorious of further

i nvestigation, or not nmeritorious of further
investigation. |In the former case, the inpeachnent
process proceeds as outlined below. 1In the latter
case, the process ceases and the charges are

consi dered invalid.

The Special Select Judiciary Commttee will be
selected, by lottery, at the next Senate session
after the charges have been submtted to the Senate.
The Special Select Judiciary Commttee nust report
its findings by the follow ng Senate neeting.

Each Senator who is not the one being charged nust
have hi s/ her nane placed in the ball ot box.

a. Alottery slip will be provided for each
Senator with their names typed in by the Senate
Secretary.

b. The Senate/ Court Secretary shall draw nanes

fromthe ballot box, one at a tine, until

he/ she has selected five (5) eligible Senators
to serve on the Senate Sel ect Judiciary
Committee. This selection shall take place
during the Senate session.
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5)

6)

The accused shall be provided all information from
the commttee neetings, but he/she need not be
present for the Special Select Judiciary Conmttee
to act.

Charges for trial of inpeachnent will be presented
to the Senate based upon a stratified majority vote
of the Special Select Judiciary Conmttee.

Amended by vote of the
St udent Associ ati on

3/ 7/ 95
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8.

U T. Pan Anerican: Adoption of Policy for Freshman

Adm ssions to be Effective with the Fall Senester 1995

(Catal og Change).--The Academ c Affairs Commttee

reconmmended and the Board approved the Policy for
Freshman Adm ssions at The University of Texas - Pan
Anmerican as set out below to be effective with the Fal

Senest er

1995:

The University of Texas - Pan Anmerican

Policy for Freshman Adm ssions

Regul ar Adm ssi on

A Entering Freshman Adm ssion Criteria
Appl i cants who have graduated from accredited
United States high schools or their equiva-
lents are eligible for regular adm ssion if
they neet one of the following criteria:

1. Compl etion of a high school curricu-
lumcertified as "Advanced" or "with
Honors, " or

2. Conpl etion of a regular high school
programw th a class rank in the upper
hal f of the graduating class, or

3. An ACT Conposite of 20 or above (SAT 930
or above).

B. Hi gh School Unit Requirenents
The foll ow ng recormmended hi gh schoo
curriculumw Il be phased-in as a requirenent
for regular adm ssion (see notes bel ow):

Engli sh 4 credits English I-1V (Coll ege Board

AP English may be
substituted for English V)

Mat hemat i cs 4 credits Algebra |I; Geonetry; and

Al gebra Il and Precal cul us;
or Trigononetry and

El ementary Anal ysis or

Anal ytic Geonetry

Sci ence 3 credits Appropriate courses

i ncl ude:

Physi cal Sci ence
Biology | and 11
Chem stry | and |1
Physics | and 11
Science Il &IV
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Soci al Studi es 4 credits United States History (1)

United States CGovernnent
(1/2)

Wrld History Studies (1)

Worl d Geography (1)

Econom cs (1/2)

Forei gn Language 3 credits (Same | anguage)

Heal t h 1/2 credit
Fine Arts 1 credit
Physi cal 1 1/2 credits
Educat i on
Conmputer Science 1 credit (O denonstrated
proficiency at Level 1)
El ecti ves 2 1/2 credits
TOTAL 24 1/2 CREDI TS
1. By Fall Senester 2000, no deviation in

English, no nore than 1 credit deviation in
any ot her subject area, and no nore than a
total variance of 4 credits.

2. By Fall Senester 2002, no deviation in
English, no nore than 1 credit deviation in
any ot her subject area, and no nore than a
total variance of 2 credits.

3. By Fall Senmester 2004, no deviation in
any subject area.

[1. Alternative Adm ssion

A

Provi si onal Enrol | nent Program

Entering freshman applicants who have graduated from
accredited U. S. high schools or their equival ents but
who do not neet the criteria for regular adm ssion nmay
enrol |l through the Provisional Enrollnment Program
(PEP) .

PEP students nust attend university orientation, nust
be advised by the Counseling/ Advi senment Center, nust
sel ect classes fromthose prescribed by University
Col | ege/ General Education requirenents, nust attend
academ c assessnment sessions with university advisors
each semester, and nust participate in non-credit
progranms identified to devel op study and academ c
skills.
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When a PEP student has a cunul ative total of nine (9)
or nore attenpted hours,! the student may ful fil
criteria for regular adm ssion by neeting two re-

qui renents:

1. A grade point average (GPA) of 2.0 or higher
in courses conpleted fromat |east two of the
foll ow ng areas: English, mathematics,
nat ural sciences, social sciences, foreign
| anguage, or humanities; and

2. Successful conpletion of attenpted hours:?
Enrol | ed: Must Conpl et e:
first 9 hours 6 hours
10 to 12 hours 9 hours
above 12 hours 10 hours

PEP students who do not have a 2.0 GPA (based upon 9 or
nore attenpted hours) will be permtted an additi onal
senester of enrollment if they have at least a 1.5 GPA
and if they neet the "successful conpletion" criteria
outlined above. During this additional PEP senester,
students nmust earn at |east the m ni num GPA required by
probation policies for regular adm ssion students. PEP
students may satisfy the requirenents for regular

adm ssi on when they conplete 21 earned hours wth the
GPA required to avoid academ ¢ probation

PEP students who do not satisfy these conditions for
continued enrol |l ment have two options for readm ssion
to U T. Pan Anerican:

1. Apply for "provisional" readm ssion after
2 cal endar years fromthe date of | ast
attendance, or

2. Transfer nine (9) college-Ilevel hours
from anot her accredited college or university
with 2.0 GPA or higher.
B. Speci al Adm ssi on
I n extenuating circunstances, students who are inel-

igible to continue under provisional policies may
petition the Adm ssion Conmttee for reinstatenent.

! Texas Acadenic Skills Program (TASP) criteria apply
to all students. See Catal og, pp. 47-48.

2 Only grades A, B, C, D, CR and Pass are accepted as
"successful " conpletion.
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Historically U T. Pan Anerican has followed a freshman

adm ssion policy that provided for acceptance of any student
who had graduated from hi gh school, wthout regard for class
rank or scores on national standardized assessnent tests.
During an era when no conmunity college offered the
opportunity for open adm ssion, U T. Pan Anerican provided
the only opportunity for |ocation-bound students to pursue
hi gher education. Wth the opening of South Texas Conmunity
College in McAllen, the Adm ssions Policy Conmttee at U T.
Pan Anerican has promnul gated changes that will encourage
hi gh school students to take coll ege preparatory courses.

An inportant feature of the policy is adoption of a
recommended hi gh school curriculum which over a period of
years will beconme a required part of the policy for regular
adm ssion. The courses are reconmmended beginning in the
Fall Senmester 1995. By the Fall Senester 2000, students
woul d be required to have no deviation in the English

requi renent, be allowed no nore than one credit deviation in
any ot her subject area, and no nore than a total variance of
four credits. By the Fall Senester 2004, no deviations
woul d be all owed for regular adm ssion.

Anot her significant feature of the new policy is adoption of
the Provisional Enrollnment Program (PEP). Hi gh school
graduates who do not qualify for regular adm ssion or
students with General Education Devel opnent (CGED) cer-
tificates will be eligible to enroll under the PEP in either
the fall or spring senmesters. Such students nust take a

m ni mum nunber of hours in specified subjects, participate
in a variety of academ c support prograns, and achi eve a

m ni mum gr ade average to becone eligible for regular adm s-
si on.

The next appropriate catal og published at U T. Pan Anerican
will be anended to reflect this action.

Regent Tenple called attention to the fact that The
University of Texas at El Paso has al so revised its Freshman
Adm ssions Policy along simlar lines to those approved for
U T. Pan Anerican. Those revisions are included in catal og
changes that are in the institutional docket for this
neeting. The U T. El Paso policy includes a recommended
hi gh school preparatory curriculumand establishes m ni num
adm ssion test scores for graduates in the |ower half of
their class. Executive Vice Chancellor for Academ c Affairs
Duncan has been asked to prepare a nore detail ed description
as a report for the record for the August Board neeting.

U T. Perman Basin: Authorization to Establish a Master of

Science Degree in Ctimnal Justice Admnistration and to
Submt the Degree Programto the Coordinating Board for
Approval (Catal og Change).--Upon recomendati on of the
Academ c Affairs Commttee, the Board authorized the
establishnment of a Master of Science degree in Crim nal
Justice Adm nistration at The University of Texas of the
Perm an Basin and subm ssion of the proposal to the Texas
H gher Education Coordinating Board for review and appr o-
priate action. The programis consistent with U T. Perm an
Basin's Strategic Plan and approved Tabl e of

Pr ogr ans.
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10.

This 36 credit hour graduate programw || be adm ni stered by
the faculty of Crim nology and Sociol ogy in the Departnent
of Behavioral Science at U T. Perm an Basin and is designed
to provide students with a professional understandi ng of
Crimnal Justice Admnistration. The primry objective of
the degree is to provide advanced education in areas
directly relating to applied crimnal justice research. The
programis designed to provide individuals with advanced
training for career positions and al so to provide students
W th necessary research skills and background to facilitate
subsequent entry into a doctoral program at another

uni versity.

The University currently has five full-tinme faculty nmenbers
Wi th appropriate term nal degrees for teaching in this pro-
gram and students will be able to draw upon general

adm ni stration theory through the graduate-Ilevel courses in
busi ness adm ni strati on.

The University estimates that the total cost for five years
will be just over $200,000. Most of this cost is associated
wi th enpl oying one additional faculty nenber beginning in
the third year. The cost for the first two years is esti-
mated to be $26,800. Wth the large anticipated first
enrollnments, the relatively | ow costs are expected to be net
by appropriated funds from formnul as.

Upon Coordi nati ng Board approval, the next appropriate
catal og published at U. T. Perman Basin will be anended to
reflect this action.

U. T. Perm an Basin: Establishnment of the Fal con

Athletic Cub; Approval to Anrend the Regents' Rules and
Regul ations, Part One, Chapter VII, Section 4, Subsec-

tion 4.3, Subdivision 4.33 (Internal Foundations) to | nclude
the Falcon Athletic Cub; and Establishnment of the Fal con
Athletic Cub Advisory Council.--In order to provide The
University of Texas of the Perm an Basin with oversight and
consistent, internal control of fund raising for athletic
prograns, the Board, upon recommendati on of the Academ c
Affairs Commttee:

a. Approved the resolution set out on Page 190 creat-
ing the Falcon Athletic Cub as an
internal foundation to benefit the athletic
programat U T. Perm an Basin in accordance with
the Regents' Rules and Regul ations, Part One,
Chapter VII, Section 4, Subsection 4.3 (Internal
Foundat i ons)

b. Aut hori zed the Executive Secretary to the
U T. Board of Regents to add the foundation
to the list of approved internal foundations set
out in the Regents' Rules and Requl ations, Part
One, Chapter VII, Section 4, Subsection 4.3,
Subdi vi si on 4. 33

C. Establ i shed the Fal con Athletic C ub Advi-
sory Council pursuant to the Regents' Rul es
and Regul ations, Part One, Chapter VII, Section 3.
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In an effort to increase student enroll nent and, thereby,

to enhance its ability to provide quality academ c prograns,
U T. Perm an Basin began the devel opnent of an athletic
programin the Fall Senester 1994 using funds generated by
an increase in the Conpul sory Student

Services Fee. In this introductory phase of the ath-
| etic program Wnen's Vol leyball and Men's Soccer were
initiated and offered at the club level. dub-Ieve

participation does not require that U T. Perm an Basin join
any associ ations, but conpetitive opportunities

are very limted. Therefore, in keeping with its initial
plans, U T. Perm an Basin applied for nmenbership in the
Nat i onal Association of Intercollegiate Athletics (NAIA) as
an i ndependent. Beginning with the Fall Senester 1995,

Wwnen's Vol |l eyball will conpete at the NAIA | evel, Men's
Soccer will remain at the club level, and a new programin
Wnen's Fast Pitch Softball wll be initiated at the club
| evel .
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RESOLUTI ON OF THE BOARD OF REGENTS
OF THE UNI VERSI TY OF TEXAS SYSTEM

WHEREAS, There exists a clear and specific need for neans
to finance the program of the Departnment of Athletics of The
University of Texas of the Perm an Basin, in addition to the
regul ar budgetary provisions; and

WHEREAS, It is the desire of interested persons to set up
the facilities to encourage and assi st in such financing;

I T IS NOWRESCLVED, That the Board of Regents of The
University of Texas System hereby establishes the Fal con
Athletic Cub of the Departnent of Athletics of The University
of Texas of the Perm an Basi n.

AND FURTHER, That the purpose of the said Club shall be
to foster the understanding and devel opnent of the prograns of
the Departnment of Athletics at The University of Texas of the

Perm an Basin, and to encourage the making of gifts to the
Club by deed, grant, will or otherw se for any purpose appro-
priate to the work of the O ub.

AND FI NALLY, That all donations to and assets of the C ub
shal | be accepted and nanaged subject to the foll ow ng condi -
tions:

1. The unrestricted funds of the Cub shall be devoted
to the enrichnment of the prograns of the Departnment of Athlet-
ics of The University of Texas of the Perm an Basin and shal
not be used for the ordinary operating expenses of the Depart-
ment of Athletics.

2. A donation to the Club may be nade for a specific
purpose and may be given in the nane of the donor or other
desi gnation as specified by the donor or may be given as
unrestricted funds. G fts which neet or exceed the m ni num
endownent requirenents of the Board of Regents may be
presented for acceptance by the Board as permanently endowed
funds for support of the Departnent of Athletics of The
University of Texas of the Perm an Basi n.

3. The Board of Regents shall hold, manage, control
sel |, exchange, |ease, convey, nortgage or otherw se encunber,
i nvest or reinvest, and generally shall have the power to
di spose of in any manner and for any consideration and on any
terms the said gifts, funds, or property in their discretion
and shall fromtinme to tine pay out of the incone, or if the
income be insufficient, out of the principal, all expenses of
the trust and all expenditures incurred in furthering the
pur poses of the trust.

4. Nei t her any donation to the Falcon Athletic C ub nor
any fund or property arising therefromin whatever formit may
take shall ever be any part of the Permanent University Fund
nor shall the Legislature have power or be in any way autho-
rized to change the purposes thereof or to divert such dona-
tion, fund or property fromthose designated purposes.

5. As in the case of other University funds, authoriza-
tion for expenditure of all funds fromthe Athletic C ub shal
be vested in the Board of Regents and recommendati ons for such
expendi tures shall be nade by the President of The University
of Texas of the Perm an Basin through the Executive Vice
Chancel | or for Academ c Affairs to the Chancell or and by the
Chancel lor to the Board of Regents of The University of Texas
System
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11.

12.

U T. Perman Basin: Establishnent of the (a) Coll ege

of Arts and Sci ences Advisory Council, (b) School of

Busi ness Advi sory Council, and (c¢) School of Education
Advi sory Council.--The Academ c Affairs Comrittee rec-
ommended and the Board established the foll ow ng advisory
councils at The University of Texas of the Perm an Basin,
pursuant to the Regents' Rules and Requl ati ons, Part One,
Chapter VII, Section 3, regarding the Advisory Councils
of a Conponent Institution:

a. College of Arts and Sciences Advisory Counci
b. School of Business Advisory Counci
c. School of Education Advisory Council.

The specific purpose of each of the three Advisory Coun-
cils at U T. Perman Basin will be to provide gui dance
and counsel as to the relevance of curricula, to assist

in pronoting outreach activities, and to provi de advice
on devel opnent matters.

U T. San Antonio: Authorization to Separate the Divi-
sion of Mathematics, Conputer Science, and Statistics
into the Division of Mathematics and Statistics and the
Di vi sion of Conputer Science and to Submt the Adm nis-
trative Change to the Coordinating Board for Approval
(Catal og Change).--The Board authorized the separation
of the Division of Mathematics, Conputer Science, and
Statistics at The University of Texas at San Antonio into
two divisions as foll ows and approved the subm ssion of
t he proposal to the Texas Hi gher Education Coordi nating
Board for review and appropriate action:

a. Division of Mathematics and Statistics
b. D vision of Conputer Science.

Under the adm nistrative change, the separate divisions
wi || have responsibility for the foll ow ng prograns:

a. The Division of Mathematics and Statistics
wi |l be responsible for the Bachel or and
Mast er of Science in Mathematics degree
progr anms

b. The Division of Conputer Science will be
responsi bl e for the Bachel or and Master
of Science in Conputer Science degree pro-
grans and the recently proposed Doctor of
Phi | osophy in Conputer Science degree pro-
gram

In addition to enhancing the inplenmentation of the doc-
toral degree programin Conputer Science, the creation

of two separate divisions will allow for nore effective
quality control of the undergraduate and master's degree
prograns in each new division and allow faculty and staff
to provide inproved service to students. The change

will not require an increase in personnel, and the cost
of inplenenting the adm nistrative change will be mni-
mal .

Upon approval by the Coordinati ng Board, the next appro-

priate catal og published at U T. San Antonio will be
anmended to reflect this action.
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13.

14.

U T. Austin: Report on Changes in Acadenm ¢ Governance
Structure.--At the conclusion of the Academ c Affairs
Comm ttee neeting, Regent Tenple called on President
Berdahl to present a brief report on changes in the
academ c governance structure at The University of Texas
at Austin.

Presi dent Berdahl sunmarized that the proposed changes in
the academ c governance structure at U T. Austin, which
i ncluded | ots of conprom se and negoti ation, give the
faculty nore of a voice in the deliberations of those
issues that are in the faculty domain, retain the deci-
si on-maki ng authority of the President, and create an
executive commttee that would reflect the faculty struc-
ture. He pointed out that there were concerns expressed
by the students but that they have proposed changes that
woul d give them other access to the President's Ofice.
Dr. Berdahl concluded by noting that the institution had
made positive strides in this effort.

U. T. Board of Regents: Presentation of Certificates

of Appreciation to Dr. Ryan C. Anmcher, President of

The University of Texas at Arlington.--On behalf of the
Board, Regent Tenple read and presented the foll ow ng
Certificate of Appreciation to Dr. Ryan C. Amacher,
Presi dent of The University of Texas at Arlington, and
noted that it is an expression of the Board s apprecia-
tion for Dr. and Ms. Anmacher's | abor on behalf of U T.
Arlington and The University of Texas System

The Board of Regents
of
The University of Texas System
Expresses sincere appreciation for the
| eadershi p and service of
Ryan C. Amacher
as
Presi dent

The University of Texas at Arlington

1992- 1995

(signed by all menbers of the Board)
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On behal f of the presidents of the general academ c institu-
tions within the U T. System Executive Vice Chancellor for

Academ c Affairs Duncan presented the following certificate
of appreciation to Dr. Amacher:

Certificate of Appreciation
The University of Texas System
Presented to
Ryan C. Amacher

In recognition of his outstanding | eadership
and dedi cation to
The University of Texas at Arlington
as
Presi dent
1992- 1995

Presi dent Amacher graciously accepted this accol ade and
expressed appreciation to the Board for the opportunity

to serve the U T. System
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REPORT AND RECOMVENDATI ONS OF THE HEALTH AFFAI RS COW TTEE
(Page 194).--Committee Chairman Loeffler reported that the
Health Affairs Coonmttee had nmet in open session to consider
those matters on its agenda and to fornul ate recommendati ons
for the U T. Board of Regents. Unless otherw se indicated,
the action set forth in the Mnute Order which foll ows was
recommended by the Health Affairs Conmttee and approved in
open session and w thout objection by the U T. Board of
Regent s:

U T. Health Science Center - Houston (U. T. Public Health
School - Houston) and U. T. Southwestern Mdical Center -
Dallas: Authorization to Establish a Satellite Master of
Public Health Degree Programand to Submt the Proposal

to the Coordinating Board for Approval (Catal og Change). --
Fol | owi ng openi ng remarks by Executive Vice Chancellor for
Health Affairs Mullins and R Pal ner Beasley, MD., Dean of
The University of Texas School of Public Health at Houston,
and upon recommendation of the Health Affairs Commttee,
approval was granted for the U. T. Public Health School -
Houston at The University of Texas Health Science Center

at Houston to offer its existing Master of Public Health
degree through a new satellite programin Dallas in coop-
eration with The University of Texas Sout hwestern Medi cal
Center at Dallas and to submt the proposal to the Texas

H gher Education Coordi nati ng Board for approval.

As the only school in Texas authorized to award graduate
degrees in public health, the U T. Public Health School -
Houston has a responsibility to make its prograns avail abl e
on a statewi de basis. Satellite progranms were established
in San Antonio in 1979, El Paso in 1992, and the Dall as
program was part of a plan presented to the Coordinating
Board in 1992 to expand further the availability of public
heal t h education. The Dallas/Fort Worth Metroplex is one
of the largest netropolitan areas in the nation wthout

| ocal access to the Master of Public Health degree program

| mpl enent ation of the Dallas programis dependent on new funds
bei ng sought through the 74th Legislature as a Special Item
for the U T. Health Science Center - Houston. Interactive
tel evision and other electronic technologies will be used to
enrich the curricula at Dallas. Current plans are for the
Dallas satellite to admt its first Master of Public Health
students in Septenber 1996, with enroll nment expected to reach
80 students by Fall 1997.

Upon approval by the Coordinating Board, the next appropri-
ate catal ogs published at the U. T. Health Science Center -
Houston and the U. T. Southwestern Medical Center - Dallas
will be anended to reflect the addition of this satellite
program
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REPORT AND RECOMVENDATI ONS OF THE FACI LI TI ES PLANNI NG AND
CONSTRUCTI ON COWM TTEE (Pages 195 - 207).--Committee Chairnman
Tenpl e reported that the Facilities Planning and Construction
Comm ttee had net in open session to consider those matters
on its agenda and to fornul ate recommendations for the U T.
Board of Regents. Unless otherw se indicated, all actions
set forth in the Mnute Orders which foll ow were recommended
by the Facilities Planning and Construction Commttee and
approved in open session and w thout objection by the U T.
Board of Regents:

1. U T. Arlington: Approval to Wiive the Regents' Rules

and Requl ations, Part One, Chapter VIII, Section 1, Sub-
section 1.1 (Nam ng of Buildings) and Change the Nane
of the Nursing Building to Pickard Hall.--Upon recom

mendation of the Facilities Planning and Construction
Commttee, the Board waived the Regents' Rules and

Regul ations, Part One, Chapter VIII, Section 1, Subsec-
tion 1.1, requiring that persons to be honored with the
nam ng of a building "shall have been deceased at | east
five years," and changed the nanme of the Nursing Building
at The University of Texas at Arlington to Pickard Hal

in recognition of the contributions of Professor Myrna

Pi ckard, founding dean of The University of Texas System
School of Nursing in Fort Worth and its successor the

U T. Arlington School of Nursing. Dean Pickard wl]l
retire on August 31, 1995.

2. U T. Austin - Advocacy and D spute Resol ution Center
(Project No. 102-814): Authorization to |Increase Total
Project Cost; Approval of Prelimnary Plans; Authoriza-
tion to Prepare Final Plans and Specifications; Subn s-
sion of the Project to the Coordinati ng Board; Approval
of Eval uation of Solar Energy Econom c Feasibility;

Aut hori zation to Advertise for Bids and for the Execu-
tive Commttee to Award Contracts; Approval to Waive the
Regents' Rules and Regul ations, Part One, Chapter VIII,
Section 1, Subsection 1.1, and Nanme the Building the
John B. Connally Center for the Admnistration of
Justice; and Additional Appropriation Therefor.--Fol-

|l owi ng a brief overview by President Berdahl, the pre-
limnary plans and specifications for the Advocacy and
D spute Resolution Center at The University of Texas at
Austin were presented to the Facilities Planning and
Construction Commttee by M. Norman Hoover, representing
the Project Architect, 3/D International, Inc., Houston,
Texas.

Based upon this presentation, the Board, upon recommenda-
tion of the Facilities Planning and Construction Comm t-

tee:

a. Aut hori zed an increase in the total proj-
ect cost for the Advocacy and Di spute
Resolution Center at U T. Austin from
$7, 500,000 to $11, 000,000 with the
i ncrease funded from General Fee Bal ances

b. Approved prelimnary plans and specifica-
tions at the revised total project cost

C. Aut hori zed preparation of final plans and

speci fications
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d. Aut hori zed subm ssion of the project to
t he Texas Hi gher Education Coordi nating
Board

e. Approved the eval uation of solar energy
econom c feasibility

f. Aut hori zed the O fice of Facilities Plan-
ning and Construction to advertise for
bi ds upon conpl etion of final review and
the Executive Conmittee to award all con-
tracts associated wwth this project within
the authorized total project cost

g. Wai ved the Regents' Rules and Reqgul ati ons,
Part One, Chapter VIII, Section 1, Sub-
section 1.1, requiring that persons to
be honored with the nam ng of a building
"shall have been deceased at |east five
years," and named the Advocacy and Dispute
Resol ution Center the John B. Connally
Center for the Adm nistration of Justice
i n honor of former CGovernor John B.

Connal Iy, one of the nost inportant and
respected figures in Texas governnent
and hi gher education

h. Appropriated $7, 100, 000 from Per manent
Uni versity Fund Bond Proceeds and
$3, 500, 000 in General Fee Bal ances.
Previ ous appropriations had been
$400, 000 from the Avail abl e Uni ver-
sity Fund.

This project, as an addition to the School of Law
(Townes Hall), will provide approxi mtely 39,000 gross
square feet for teaching, research, and public service
space.

The initial project cost estimate was a specul ative
estimate prepared by the U T. Austin Physical Plant
Architectural and Engi neering Services D vision wth-
out benefit of conplete programrequirenents, site

sel ection, or design criteria. Since that tine, the
Project Architect has determned a suitable site |oca-
tion, conpleted prelimnary plans, and devel oped speci -
fications for a building wwth a quality of construction
conpatible wwth Townes Hall. Based on prelimnary plans,
the University will need to increase the total project
budget to $11, 000,000 in order to conplete the project
as designed.

House Bill 2626 of the 73rd Session of the Texas Legi sl a-
ture requires the governing body of the appropriate state
agency to verify in an open neeting the econom c feasi-
bility of incorporating solar energy devices into new
state buildings. Therefore, the Project Architect pre-
pared an evaluation for this project in accordance with
instructions fromthe State Energy Conservation Ofice of
the General Services Conm ssion. This evaluation deter-
m ned that a sol ar-generated donestic hot water system
for the project is not economcally feasible since steam
for this purpose is available at nore conpetitive costs.

Approval of this item anmends the FY 1994-1999 Capital

| mprovenent Plan and the FY 1995 Capital Budget with
a revised project cost of $11, 000,000 funded by
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$7, 100,000 in Permanent University Fund Bond Proceeds,
to be financed by reductions in the U T. Austin annual
Avai | abl e University Fund allocation as required,

$400, 000 from the Avail abl e University Fund, and

$3, 500, 000 from General Fee Bal ances.

U T. Austin - Renovation of Gegory Gymnasium (Project
No. 102-817): Approval of Prelimnary Pl ans and Specifi -

cations; Authorization to Prepare Final Plans and Speci -
fications; Subm ssion of the Project to the Coordi nating
Board; Advertisenent for Bids; Executive Committee Award
of Contracts; Appropriation Therefor; and Approval of
Use of Revenue Financing System Parity Debt, Receipt of
Certificate, and Finding of Fact with Regard to Fi nan-
cial Capacity.--Follow ng opening remarks by President
Berdahl, M. Ron Shaw, representing the Project Archi-
tect, F&S Partners Incorporated, Dallas, Texas, presented
the prelimnary plans and specifications for the Renova-
tion of Gegory Gymmasi um at The University of Texas at
Austin to the Facilities Planning and Construction Com
mttee.

Based on this presentation and upon recomendati on of
the Facilities Planning and Construction Conmttee, the
Boar d:

a. Approved prelimnary plans and speci -
fications for the Renovation of Gegory
Gymmasiumat U. T. Austin at an estimted
total project cost of $20, 700, 000

b. Aut hori zed preparation of final plans and
speci fications

C. Aut hori zed subm ssion of the project to
t he Texas Hi gher Education Coordi nating
Board

d. Aut hori zed the O fice of Facilities Plan-
ning and Construction to advertise for
bi ds upon conpletion of final review

e. Aut hori zed the Executive Conmmttee to
award all contracts associated with this
project within the authorized total proj-
ect cost

f. Appropriated an additional $1, 625,000 from
General Fee Bal ances and $18, 700, 000 from
Revenue Fi nanci ng System Bond Proceeds
whi ch, when conbi ned with previ ous appro-
priations of $375,000 from General Fee
Bal ances, wi |l provide $20, 700,000 in
total project funding.

In conpliance with Section 5 of the Anended and Rest ated
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System adopted by the U T.
Board of Regents on February 14, 1991, and anended on
Oct ober 8, 1993, and upon delivery of the Certificate

of an Authorized Representative as set out on Page 198,
the Board resol ved that:

a. Parity Debt shall be issued to pay the
project's cost including any project costs
paid prior to the issuance of such Parity
Debt
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b. Sufficient funds will be available to
meet the financial obligations of the
U T. System including sufficient Pledged
Revenues as defined in the Mster Resolu-
tion to satisf%/ the Annual Debt Service
Requirenents of the Financing System and
to neet all financial obligations of the
Board relating to the Financing System

c. U T. Austin, which is a "Member" as such
termis used in the Mster Resolution,
possesses the financial capacity to sat-
isfy its Direct Obligation as defined in
the Master Resolution relating to the
I ssuance by the U T. Board of Regents
of tax-exenpt Parity Debt in the anount
of $18,700,000

d. This resolution satisfies the official
intent requirements set forth in Sec-
%IO[‘I 1.150-2 of the U S. Treasury Regu-
ations.

This project is included in the FY 1994-1999 Capital

| nproverment. Plan and the FY 1995 Capital Budget with
funding in the anount of $18,700,000 from Revenue

Fi nancing System Bond Proceeds and $2,000,000 in Ceneral
][:eed_BaI ances for a total of $20,700,000 in total project
undi ng.

PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

|, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Representative
under the Anended and Restated Master Resolution Establishing
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991, and anended on
Cctober 8, 1993 (the "Master Resolution"), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5(a) (ii) of the Master Resolution in
connection with the authorization by the Board to issue
"Parity Debt" pursuant to the Mster Resolution to finance the
cost of the construction of U T. Austin =« Renovation of
Gegory Gymasium (Project No. 102-817) at U T. Austin, and
do certify that to the best of ny know edge the Board of
Regents is in conpliance with all covenants contained in the
Master Resolution, First Supplemental Resolution Establishing
an Interim Financing Program and the Second Supplemental
Resolution, and is not in default of any of the terns,
provisions and conditions in said Master Resolution, First
Supp!jegental Resolution and Second Supplenental Resolution as
amended.

EXECUTED this , // day1 of 71’/&7&/’ 9 5

Dol . fop

Assi7£n€ Vice chanceflor for Finance
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U T. Austin - Winen's Softball Field - Stage One Pl aying

Field (Project No. 102-840): Approval of Prelimnary
Pl ans; Authorization to Prepare Final Plans and Specifi -
cations; Subm ssion of Project to the Coordinating Board;

Adverti senent for Bids; Executive Commttee Award of Con-

tracts Associated with Stage One; and Additional Appro-
priation Therefor.--Following a brief presentation on
the site plan for the Winen's Softball Field - Stage One
Playing Field at The University of Texas at Austin by
Presi dent Berdahl, the Board, upon recommendation of the
Facilities Planning and Construction Conmttee:

a. Approved the prelimnary plans for the
U T. Austin Wnen's Softball Field -
Stage One Playing Field at an estimated
total project cost of $600, 000

b. Aut hori zed preparation of final plans
and specifications for Stage One

C. Aut hori zed subm ssion of the Stage One
project to the Texas Hi gher Education
Coor di nati ng Board

d. Aut hori zed the O fice of Facilities Plan-
ning and Construction to advertise for
bi ds upon conpletion of final review

e. Aut hori zed the Executive Commttee to
award all contracts associated with the
Stage One project within the authorized
total project cost

f. Appropri ated $600, 000 from Unexpended
Pl ant Funds and Gfts and Grants for
Stage One Playing Field project costs.
Previ ous appropriations had been
$56, 000 from Auxiliary Enterprise
Bal ances for Stage Two fees and adm n-
istrative expenses.

Wil e a specul ative cost estimate of $2,000,000 was used
for the FY 1994-1999 Capital |nprovenent Plan, it was
reported that further review and pl anning woul d be needed
before a firmrecomendati on could be made regardi ng
total project cost. Planning has not progressed to the
point that a reliable cost estimate is avail abl e, but
early indications are that a project budget in the range
of $4 mllion will be needed to conplete the project at

a quality conparable to Disch-Fal k Field.

Since the Softball Field will be natural Bernuda grass,
it is inportant for the construction of the playing sur-
face to start as soon as possible so the grass wll be
established prior to the 1996 softball season. There-
fore, dividing the project into two stages, wth Stage
One being the playing field, and Stage Two bei ng the
grandstand, ticket building, and related facilities,

i nsures that the grandstand and adj acent buil di ng
recei ve proper attention for design, aesthetics, and
cost, including input fromthe Canpus Master Plan Com
mttee, while not delaying the earliest possible con-
struction of the playing field.

Unexpended Pl ant Funds will be appropriated for the

project with the understanding that U T. Austin plans
to raise funds fromprivate sources for a large part,
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if not all, of the cost.

Approval of this item anmends the FY 1994-1999 Capital
| mprovenent Pl an and the FY 1995 Capital Budget with
regard to fundi ng sources.

U T. Brownsville - Science and Engi neering Technol ogy
Buil ding (Project No. 902-815); U. T. San Antonio -

Downt own Building (Project No. 401-818); and U. T.

Health Science Center - San Antonio - Health Sciences
Buil ding Program - Allied Health/ Research Building (Proj-

ect No. 402-827): Additional Appropriation Therefor and
Approval of Use of Revenue Financing System Parity Debt,
Recei pt of Certificate, and Finding of Fact with Regard
to Financial Capacity.--The Facilities Planning and
Construction Commttee recommended and the Board appro-
priated from Tuition Revenue Bond Proceeds an additional:

a. $19, 325,000 to The University of Texas
at Brownsville Science and Engi neering
Technol ogy Building for total project
fundi ng of $23, 875,000. Previous
appropriations for this project had been
$4, 175,000 from Tuiti on Revenue Bond Pro-
ceeds plus an allocation of $375,000 in
gifts and grants from Texas Sout hnost
Coll ege related to the associ ated Ther mal
Energy Pl ant.

b. $16, 030,000 to The University of Texas at
San Ant oni o Downt own Buil ding for total
proj ect funding of $20,000,000. Previous
appropriations for this project had been
$3, 970,000 from Tuiti on Revenue Bond Pro-
ceeds.

C. $17, 690,000 to The University of Texas
Heal th Science Center at San Antonio -
Heal th Sci ences Building Program- Allied
Heal t h/ Research Building for total project
fundi ng of $19, 000, 000. Previ ous appro-
priations for this project had been
$1, 310,000 from Tuiti on Revenue Bond
Pr oceeds.

In conpliance with Section 5 of the Anended and Rest ated
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System adopted by the U T.
Board of Regents on February 14, 1991, and anended on
Oct ober 8, 1993, and upon delivery of the Certificate

of an Authorized Representative as set out on Page 201,
the Board resolved that:

a. Parity Debt shall be issued to pay proj-
ect costs including any project costs paid
prior to the issuance of such Parity Debt

b. Sufficient funds wll be available to
nmeet the financial obligations of the
U T. Systemincluding sufficient Pledged
Revenues as defined in the Master Resol u-
tion to satisfy the Annual Debt Service
Requi renments of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System
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c. U T. conponent institutions, which are
"Members" as such termis used in the
Master Resol ution, possess the financial
capacity to satisfy their Direct bliga-
tions as defined in the Mster Resolution
relating to the issuance by the U T.
Board of Regents of tax-exenpt Parity
Debt in the anount of $62,355,000. The
debt per project is as follows: U T
Brownsville « Science and Engineeri n%
Technol ogy Building $19,325,000; U San
Antonio - Downtown Buildi ng $16 030,000;
U T. Health Science Center = San
Antonio - Health Sciences Building
Program - Allied Health/Research Build-
ing $19,000,000; U T. Health Science
Center - San Antonio - Health Sciences
Buil ding Program - School of Nursing Addi-
tion and Renovation $6,000,000; and The
University of Texas at Austin = MDonald
(bservatory = Epectroscopm Survey Tel e-
scope (SST) ncl osure and Facil -
ities s2, 000 000

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

PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

|, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Represent at|ve
under the Amended and Restated Master Resol ution Estab | i shing
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991, and anended on
Cctober 8, 1993 (the "Master Resolutlon"), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5(a) (ii) of the Master Resolution in
connection with the authorization by the Board to issue
"Parity Debt™ pursuant to the Mster Resolution to finance the
cost of the construction of the Science and Engineering
Technology Building at U T. Brownsville; the Health Sciences
Building Program = Allied Health/Research Building at U. T.
Heal th Science Center = San Antonio; the Downtown Building at
U T. San Antonio, the Health Sciences Building Program =
School of Nursing Addition and Renovation at the U T. Health
Science Center - San Antonio, and the MbDonald Cbservatory =
Spectroscopic Survey Tel escope (SST) =- Enclosure and
Facilities at U T. Austin, and do certify that to the best of
my know edge the Board of Regents is in conpliance with all
covenants contained in the ster Resolution, First

Suppl emental Resol ution Establishing an Interim Financi ng
Program and the Second Supplenental Resolution, and is not in
default of any of the terns, provisions and conditions in said
Master Resolution, First Supp emental Resolution and Second
Suppl enent al Resol ution as anended.

EXECUTED this Zgg Zehy o , 1995
Ll (] /Za@ 4

ASSl/Aﬂt Vi'ce €Ghancell"or f‘or [ nance

- 201 -



6.

U. T. Pan Anerican - Science Building (Project

No. 901-841): Approval of Prelimnary Plans and
Specifications; Authorization to Prepare Final Plans
and Specifications; Subm ssion of the Project to the
Coordi nati ng Board; Approval of Evaluation of Sol ar
Energy Econom c Feasibility; Appropriation Therefor;
Advertisenent for Bids; and Executive Commttee
Award of Contracts.--Followi ng a brief overview by
Presi dent Nevarez, the prelimnary plans and speci -
fications for the Science Building at The University
of Texas - Pan Anerican were presented to the Facil -
ities Planning and Construction Commttee by

M. John Kell, representing the Project Architect,
Kel | Mifioz W godsky, San Antoni o, Texas.

Based upon this presentation, the Board, upon recom
mendation of the Facilities Planning and Construction
Comm ttee:

a. Approved prelimnary plans and specifica-
tions for the Science Building at U T.
Pan Anerican at an estimated total project
cost of $26, 000, 000

b. Aut hori zed preparation of final plans and
speci fications

C. Aut hori zed subm ssion of the project to
t he Texas Hi gher Education Coordi nating
Board

d. Approved the eval uation of solar energy

econom c feasibility

e. Appropriated $26, 000, 000 from H gher Edu-
cation Assistance Fund (HEAF) Bond Pro-
ceeds for total project funding. A HEAF
Bond proposal will be submtted to the
U T. Board of Regents for approval at a
future nmeeting. Previous appropriations
had been $500, 000 from Unexpended Pl ant
Funds which wll be reinbursed from HEAF
Bond Proceeds when i ssued.

f. Aut hori zed the O fice of Facilities Plan-
ning and Construction to advertise for
bi ds upon conpletion of final review and
approval of the HEAF Bond Proposal

g. Aut hori zed the Executive Commttee to
award all contracts associated with this
project within the authorized total proj-
ect cost.

House Bill 2626 of the 73rd Session of the Texas Legi sl a-
ture requires the governing body of the appropriate state
agency to verify in an open neeting the econom c feasi-
bility of incorporating solar energy devices into new
state buildings. Therefore, the Project Architect pre-
pared an evaluation for this project in accordance with
instructions fromthe State Energy Conservation Ofice

of the General Services Comm ssion. This evaluation
determ ned that a sol ar-generated donestic hot water
systemfor the project is not economcally feasible.
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This project is included in the FY 1994-1999 Capit al

| mprovenent Plan and the FY 1995 Capital Budget. Funding
for the project is $26, 000,000 from H gher Education

Assi stance Fund (HEAF) Bond Proceeds. The availability
of HEAF Bond Proceeds is contingent upon passage of
enabling legislation (HB 2462, SB 1285 or simlar |egis-

| ation) covering the ten-year period beginning Septem
ber 1, 1995. 1In the unlikely event that such | egislation
does not pass, bonds would not be sold and the direct
HEAF appropriation would be used to pay for architectural
services wth construction being delayed until sufficient
HEAF appropriations had been accunul at ed.

U T. Perman Basin - Repair and Rehabilitation
Projects - Mesa Deck Repair - Phase One (Project

No. 501-831): Approval of Prelimnary Pl ans and
Specifications; Authorization to Prepare Final Pl ans
and Specifications; Subm ssion of the Project to the
Coordi nati ng Board; and Advertisenent for Bids and
Executive Committee Award of Contracts.--The Board,
upon recommendation of the Facilities Planning and
Construction Committee:

a. Approved prelimnary plans and specifica-
tions for the Repair and Rehabilitation
Projects - Mesa Deck Repair - Phase One
at The University of Texas of the Perm an
Basin at an estimted total project cost
of $1, 270, 000

b. Aut hori zed preparation of final plans and
speci fications

C. Aut hori zed subm ssion of the project to
t he Texas Hi gher Education Coordi nating
Board

d. Aut hori zed the O fice of Facilities Plan-
ning and Construction to advertise for
bi ds upon conpletion of final review and
the Executive Conmittee to award all con-
tracts associated wwth this project within
the authorized total project cost.

The major buildings on the U. T. Perm an Basin canpus
were occupied in early 1974. During this 20-year period,
a nunber of capital renewal and deferred maintenance
probl ens have devel oped. This project is to repair water
| eaks in the Upper Mesa Plaza. Oher Critical Repair and
Rehabilitation Projects with | ess than a $600, 000 t ot al
project cost are being managed by U T. Perm an Basi n.

To address the funding of these critical repairs at U T.
Perm an Basin, the FY 1994 Capital Budget contained an

al l ocation of $469, 000, and the FY 1995 Capital Budget
contains an additional allocation of $1,731,000 for a
total of $2,200,000 from Pernmanent University Fund Bond
Proceeds Reserves for Library, Equipnent, Repair and
Rehabilitation. Funding for this project is $1,270,000
fromthis source. Previous obligations for other criti-
cal repair and rehabilitation projects totaled $930, 000.
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It is anticipated that in FY 1996, additional Pernmanent
Uni versity Fund Bond Proceeds Reserves for Library,

Equi prment, Repair and Rehabilitation will be allocated
for Mesa Deck Repair - Phase Two to conplete the critica
repairs at U T. Perm an Basin.

U T. Perman Basin: Approval of an Anendnent to the
G ound Lease Agreenent with the Cty of Odessa, (Odessa,
Texas, and Authorization for Executive Vice Chancellor
for Academ c Affairs to Execute G ound Lease Agree-
nent.--On behalf of The University of Texas of the
Perm an Basin, the Board approved an anendnent to a

| ong-term ground | ease agreenment with the Gty of
(dessa, (Odessa, Texas, covering 99.27 acres of canpus

| and, as set out on Pages 205 - 206.

Further, the Executive Vice Chancellor for Academ c
Affairs was authorized to execute, on behalf of the

U T. Board of Regents, the ground | ease anendnent
foll ow ng approval by the Executive Vice Chancell or

for Business Affairs and the O fice of General Counsel.

At the February 1994 neeting, the U T. Board of Regents
approved a lease with the Cty of Odessa, (Odessa, Texas,
for 99.27 acres of |land |ocated in the northeast corner
of the U T. Perm an Basin canpus for a city park and
recreational sports facilities. A softball conplex and
public park on the site are currently operated by the
City of Odessa. The 1993 ground lease is for a term of
fifteen (15) years, with automatic renewals for four
additional five-year ternms unless cancel ed by either

party.

The Cty of Odessa has received notice it is the poten-
tial recipient of a $500,000 matching grant fromthe
Texas Parks and Wl dlife Departnent through the Texas
Recreati on and Parks Account to assist in construction

of playing fields and roads as part of the Cty's planned
$1.8 mllion project on the site. However, prior to fur-
ther consideration of the grant application, the Texas
Parks and WIldlife Departnent has requested that the

exi sting | ease be anended to provide for a term of
twenty-five (25) years endi ng on Novenber 9, 2018.

This anended | ease termw |l result in inprovenents of
benefit to the University community and is not in con-
flict wwth the U T. Perm an Basin Land Use Master Pl an.
U T. Perm an Basin has a successful relationship with
the Gty of Odessa and beneficial use of the sports and
support facilities. The ground | ease anendnent wll be
effective only upon receipt of the grant by the Gty.
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AMENDMENT TO LEASE AGREEMENT

STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF ECTOR

WHEREAS, on Novenber 9, 1993, the BOARD OF REGENTS oF THE UNI VERSI TY oF
TEXAS SYSTEM on behal f of THE UNI VERSI TY oF TEXAS OF THE PERM AN BASI N
("Lessor"), entered into a |ease agreement with THE CI TY orF ODESSA, TEXAS,
("Lessee"), for the construction and mai ntenance of facilities on [ and owned
by Lessor, and said Agreement being attached hereto as Exhibit "A"; and

WHEREAS, Lessee is desirous of anmending the existing Ground Lease
Agreement to provide for a term of twenty-five (25) vyears; and

WHEREAS, it is nmutually AGREED by all parties to this Agreement that it
ie for the beet interest of Lessor and Lessee to anmend the existing |ease
agreement;  and

NOW  THEREFORE, for and in consideration of the above premses and the
nmut ual covenants and agreenents hereinafter stipulated, Lessor and Lessee
mutually agree that, conditioned upon receipt by the City of Odessa of a

$500,000 grant on or before for inprovement to the Leased

Premi see, this Article 2 of the attached Gound Lease Agreement is hereby
amended as set out below in congressional style:

2.01. This lease shall be for a termof twentv-five (25) [fifteen
t35%) years, referred to as the lease term comrencing on

November 9, 1993, and expiring on Novenmber 9, 2018 [f2998];
subject, however, to earlier termnation as hereinafter provided.
After the _twentv-five vear [fifteen-year] initial term the |ease
shall be automatically extended for four additional five-year
terms, unless canceled by either party hereto in witing, no Iless
than ninety (90) days prior to the expiration of the existing
term

If the above-described grant is not received by the City of Odessa on or

before , then this Amendment shall be void and of no

effect.

Lessor and Lessee nutually AGREE that all other terms, provisions and
conditions of the attached Agreement shall remain in full force and effect
during all the terms of the Agreement as set out therein.

EFFECTIVE on the day of , 1995,

BOARD COF REGENTS OF

THE UNI VERSI TY OF TEXAS SYSTEM
FOR AND ON BEHALF OF

THE UNI VERSI TY oF TEXAS OF

THE PERM AN BASIN

Arthur H DIly James P. Duncan
Executive Secretary, Board of Regents Executive Vice Chancellor for
The University of Texas System Academic  Affairs
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APPROVED AS TO CONTENT: APPROVED AS TO FORM

CharTes A.  Sorber Max  Vérkenthin
President, The University of University Attorney
Texas of the Perman Basin

ATTEST: CITY or ODESSA

By:

City Secretary 'Jerry MECGuire
City Manager

STATE OF TEXAS
COUNTY OF TRAVIS

This instrument was acknow edged before ne on the day of
, 4995, by James P. Duncan, Executive Vice Chancel | or for
Acadenic Affairs of The University of Texas System on behalf of the Board of
Regents of The University of Texas System

Notary Public 1n and for
The State of Texas

STATE OF TEXAS
COUNTY OF ECTOR

This instrument was acknow edged before nme on the day of

, 1995, Dby Jerry MGuire, City Mnager, on behalf of the

city of Odessa.

Notary Public 1n and for
The State of Texas

- 206 =



9.

U T. Health Science Center - San Antoni o: Acceptance
of a Gft of 3.467 Acres of Land in San Antoni o, Bexar
County, Texas, fromthe San Antoni o Medi cal Foundati on
San Antonio, Texas, to Provide Parking Facilities for the

Al lied Health/ Research Building.--A gift of 3.467 acres
of land in San Antoni o, Bexar County, Texas, was accepted
fromthe San Antoni o Medi cal Foundation, San Antoni o,
Texas, to provide parking facilities for the soon to be
constructed Allied Heal th/Research Building at The Uni -
versity of Texas Health Science Center at San Antonio.

At its February 1988 neeting, the U T. Board of Regents
aut hori zed the acceptance of twenty-five acres of |and
fromthe San Antoni o Medical Foundation for the U T.
Heal th Sci ence Center - San Antoni o which was used as the
site of the Robert F. McDernott Cinical Science Build-
ing. At that tine, the San Antoni o Medi cal Foundation
indicated that it would donate up to twenty-five addi -
tional acres of land for use by the U T. Health Science
Center - San Antonio at a future date. The new Allied
Heal t h/ Research Building will be constructed on the
original twenty-five acre tract of land. The gift of
3.467 acres of land lies immredi ately south of the origi-
nal gift and will be used for additional parking for

t he research conpl ex.

* * * % *

At the conclusion of the Facilities Planning and Construction

Comm ttee neeting, Commttee Chairman Tenple reported that at
today's (May 11) neeting the Board had approved a recommenda-
tion fromthe Executive Conmttee to award four (4) general
construction contracts which included a 12. 3% participation
by Historically Underutilized Businesses, 7.9% by wonen- owned
firms and 4.4% by mnority-owned firns.
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REPORT AND RECOVMENDATI ONS OF THE ASSET MANAGEMENT COW TTEE
(Pages 208 - 211). --Committee Chairman H cks reported that the
Asset Managenment Conmittee had net in open session to consider
those matters on its agenda and to formulate recommendations
for the U. T. Board of Regents. Unless otherw se indicated,
all actions set forth in the Mnute Orders which follow were
recommended by the Asset Managenent Commttee and approved in
open session and without objection by the U T. Board of
Regents.

Chai rman Hicks also reported that under procedures approved
bK the Board at the December 1994 neeting and effective with
this meeting gifts and bequests conformng to Regental gift
policy were submtted on Pages G & B 1 = 25 of The Univer-
sity of Texas System Administration Docket and accepted via
the Business Affairs and Audit Conmmttee agenda. Seventy-
five (75) gifts and bequests, reconmending acceptance

of $6.3 mllion in gifts and $674,000 in matching contri-
butions from the Regents' Endowrent Matching Program were
approved for this neeting.
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PERMANENT UNIVERSITY FUND

Summary Investment Report at February 28, 1995.--Committee Chairman Hicks reviewed the Report on
Permanent University Fund Investments and Income at February 28, 1995, as prepared by the Office
of Asset Management and as set forth below:

PERMANENT UNIVERSITY FUND?:
SUMMARY REPORT
($ millions)

602 -

FY93-94 _FY94-95
Full Year 1st QOtr 2nd Qtr Year-to-date

Beginning Market Value 4,468.7 4,428.0 4,272.3 4,428.0
PUF Lands Receipts? 59.6 15.8 12.7 28.5
Investment Income 242.3 64.7 59.0 123.7
Investment Income Distributed (242.3) (64.7) (59.0) (123.7)
Realized Gains (Losses) 108.6 11.0 23.9 34.9
Change in Unrealized Gains (Losses (208.9) (182.5) 152.1 (30.4)
Ending Market Value 4,428.0 4,272.3 4,461.0 4,461.0
AUF Income

Investment Income 242.33 64.7 59.0 123.7
Surface Income 4.3 0.4 1.2 1.6
Other Income 0.2 0.1 0.0 0.1
Total 246.8 65.2 60.2 125.4

1Excludes PUF Lands mineral and surface interests with estimated values

and $105 million, respectively.

of $391.6 million

2As of February 28, 1995: 763,449 acres under lease, 521,838 producing acres, 2,535 active

leases and 2,076 producing leases.

3Amended to exclude fees previously reflected as offset to income.
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LONG TERM FUND (FORMERLY COWMON TRUST FUND)

Summary | nvest nent Report at February 28,

1995. -- Conmttee Chairman H cks reviewed the Report

Fund Investments and |ncome at February 28,

forth bel ow

Begi nning Market Val ue
Contri butions
| nvest nent | ncone
Expenses
Di stributions
Real i zed Gains (Losse

S
Change in Unreal I zed (ga| ns (Losses)

Endi ng Market Val ue

Net
No.

Asset Value per Unit
of Units (End of Period)

Distribution Rate per Unit

on Long Term

1995, as prepared by the Ofice of Asset Managenent and as set
LONG TERM FUND
SUMVARY REPORT
(¢ mllions)
FY93-94 FY94-95
Ful | Year 1st otr 2nd Otr Year-to-date
1,128.0 1,226.3 1,193.2 1,226.3
111. 8 16.9 11.6 28.5
62. 3 15. 8 16.0 31.8
(2 1 (0.6) (0.6) (1.2
(62.7) (16. 3) (16.5) (32.8)
36. 3 1.9 7.5 9.4
(47.3) (50. 8) 42.2 (8.6)
1,226.3 1,193.2 1,253.4 1,253.4
3.336 3.202 3.332
367,542,933 372,595,190 376,234,654
. 175 0. 04375 0.04375



TRUST AND SPECI AL FUNDS

G fts, Bequests and Estates

1.

U T. Austin: The Mchener 1990 Charitable Trust -
Approval for Distribution of Incone.--The Board, as
Trustee of The M chener 1990 Charitable Trust at
The University of Texas at Austin, approved annual

i ncone distributions for 1994-1995 as foll ows:

a. Uni versity of M am $12, 000
b. Uni versity of |owa $60, 000 and 67% i ncone
remai nder

C. Uni versity of Houston $24, 000 and 33% i ncone
remai nder .

U T. Health Center - Tyler: Acceptance of Renain-
der Interest in the Earl C. Kinzie, D.O and Mavern
Kinzie Charitable Remainder Trust fromDr. and

Ms. Earl C. Kinzie, Lindale, Texas, and Appoint-
nent of the U T. Board of Regents as Trustee of
the Trust.--Upon recommendati on of the Asset Manage-
ment Commttee, the Board accepted a fifty percent
remai nder interest in the Earl C. Kinzie, D.O and
Mavern Kinzie Charitable Remainder Trust, initially
funded with 750 shares of Etex Banco, |nc. comon
stock, valued at $312,608 fromDr. and Ms. Earl C
Kinzie, Lindale, Texas, for the benefit of The Uni -
versity of Texas Health Center at Tyler.

In addition, the U T. Board of Regents accepted
appoi ntnment as Trustee of the Trust.

The trust agreenent provides for the annual distri-
bution of the lesser of the trust inconme for the
taxabl e year or six percent of the net fair narket
val ue of the trust assets, valued as of the first
day of the taxable year, to be paid quarterly to
Dr. and Ms. Earl C Kinzie during their lifetines.

Upon termnation of the Trust, fifty percent of the
corpus of the Trust shall be distributed to the

U T. Board of Regents for the benefit of the U T.
Health Center - Tyler, specifically to establish the
Dr. Earl C. and Mavern Kinzie Resident Endowrent. A
request to establish the endowrent will be nade at a
| ater date. The remaining fifty percent of the cor-
pus will be distributed for the benefit of the Gty
of Lindale, Texas.

211



RECONVENE. - - At 2:45 p.m, the Board reconvened as a committee
of the whole to consider those itens remai ni ng on the agenda.

| TEM FOR THE RECORD

U T. Dallas - Excellence in Education Foundati on Endownent
and Callier Center for Communication D sorders Endowrent:
Anendnent to M nute Order of Augqust 11, 1994, to Reflect
Correct Value of Gft and Nunber of Acres of Land.--At the
August 1994 neeting, the U T. Board of Regents, at the
request of The University of Texas at Dallas, established

t he Excell ence in Educati on Foundati on Endowrent and the
Callier Center for Conmunication D sorders Endowrent from
a previously accepted gift fromthe Excellence in Educa-
tion Foundation, Dallas, Texas.

The August 1994 action is herewith anmended to refl ect

the correct value of the gift as $16, 416, 889. 87 i nst ead
of $12,628,065 and the correct nunber of acres of |and as
approxi mately 228 instead of 243.

EXECUTI VE SESSI ON OF THE BOARD OF REGENTS

Chai rman Rapoport reported that the Board had nmet in Execu-
tive Session in the Executive Vice President's Conference
Room of the Adm nistration Building to discuss matters in
accordance with Texas Governnent Code, Chapter 551, Sec-
tions 551.071, 551.072, and 551.074. In response to Chair-
man Rapoport's inquiry regarding the wi shes of the Board,
the followi ng actions were taken:

1. U T. MD. Anderson Cancer Center: Settlenent of Medical
Liability Litigation - Duane R Brownl ow and Theresa
Br ownl ow. - - Regent Loeffler noved that the Chancellor and
the Ofice of General Counsel be authorized to settle on
behal f of The University of Texas M D. Anderson Cancer
Center the nmedical liability litigation brought by
Duane R Brownl ow and Theresa Brownl ow i n accordance wth
t he proposal presented in Executive Session.

Regent Tenpl e seconded the notion which prevailed w thout
obj ecti on.

2. U T. El Paso: Approval of Finding of Faculty Hearing
Tribunal Regardi ng Tenured Faculty Menber and Terni nation
of Enpl oynent of Dr. Robert G Mlintyre Effective
May 11, 1995.--Based upon the transcript of the testinony
and the exhibits fromthe hearing before the Faculty
Hearing Tribunal on January 30, 1995, Regent Tenpl e noved
that the Board approve the hearing tribunal's finding
that Dr. Robert G Mintyre has consistently and repeat-
edly engaged in inappropriate and irresponsi bl e academ c
practices related to grading and cl ass attendance; that
he regularly and routinely ridiculed individual students
and nmade sexist statenents in class; and that such con-
duct by Dr. MIntyre constitutes good cause for term na-
tion as a tenured faculty nenber at The University of
Texas at El Paso.
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Regent Tenple further noved that the term nation of
Dr. Mcintyre be effective at 5:00 p.m, My 11, 1995.

The notions were seconded by Regent Loeffler and Vice-
Chairman Smiley and carried by unani nous vote.

REPORT OF BOARD FOR LEASE OF UNI VERSI TY LANDS

Regent s Rapoport and Lebernmann, as nenbers of the Board for
Lease of University Lands, submtted the follow ng report
on behalf of that Board:

Repor t

The Board for Lease of University Lands has not
net since its last neeting on Novenber 10, 1994.

On May 23, 1995, 43,723 acres of Pernmanent Uni -
versity Fund lands will be offered for lease in
the 87th G| and Gas Lease Sale, and 471,811 acres
will be offered for lease in the Frontier G| and
Gas Lease Sale 87-A at the Center for Energy and
Economic Diversification in Mdland, Texas.

REPORT OF SPECI AL COW TTEES

U T. Board of Regents - Special Committee on Mnorities

and Wnen: Report by Commttee Chairnman Hol nes. - - Chai r man
Rapoport reported that he had asked Regent Holnes to chair a
Special Conmttee on Mnorities and Wonen which will have a
defined responsibility to advance The University of Texas
Systeminitiatives in these two inportant areas. Chairman
Rapoport then called on Regent Hol nes who presented the fol-
| owm ng report:

Repor t

The Special Conmttee on Mnorities and Wnen held

its first briefing on Monday, April 10, 1995, at The
University of Texas Systemoffices in Austin. Regents
Evans, Smley, and | were present wth Chairnman
Rapoport and Chancel | or Cunni ngham involved in the ini-
tial part of the neeting. Also present were nenbers of
the U T. System Adm nistration, including Ms. Shirley
Bird Perry, Ms. Francie A Frederick, M. Trennis L.
Jones, Dr. Honer J. Pena, and M. Lewis W Wi ght.

The Comm ttee discussed its general role, scope, and
organi zation, and agreed that its special focus should
be on the work of the two Systemni de committees

appoi nted by Chancel |l or Cunni ngham -- the Conmttee on
t he Advancenent of Mnorities and the Coormttee on the
Advancenent of Wnen. The April 1994 charges to the
two commttees were reviewed, and a brief description
of the general approaches taken by the two commttees
was provided. It was agreed that the chairs of the
commttees should be invited to neet with the Speci al
Commttee at its July neeting/briefing. Progress
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reports and a discussion of the work of the conmmt-
tees will formthe major agenda for this session with
reports to the Board fromthese conmttees schedul ed
for later this year.

Further, it was agreed that the U. T. System Adm n-
istration should review existing nmechanisns for col -

| ecting and conpiling data on mnority and wonen
faculty and senior admnistrators at the fifteen U T.
conponents. |If appropriate or necessary, alternative
reporting nmechanisns will be devel oped and i npl enent ed
in order to provide the Committee with the information
needed to fulfill its responsibilities. A report on
this topic will be provided to the Commttee at its
July meeting/briefing.

The appoi ntnent of this Special Conmttee on M nor-
ities and Winen reinforces the Board' s continued com
mtnment to equality and fairness in all its efforts.

OTHER NMATTERS

U T. System Annual Report on the Activities of the
Student Advisory G oup.--At the request of Chairman
Rapoport, Chancell or Cunni ngham i ntroduced M. Robert
Parker, a student at The University of Texas at Tyler,
who is Chair of The University of Texas System Student
Advi sory G oup.

M. Parker then presented the follow ng report concerning
the Goup's activities during the past year:

Report by M. Robert Parker
Chair, Student Advisory G oup

Well, first of all, I would like to thank the Board for
the opportunity to speak for the second tine in as many
neetings on behalf of The University of Texas System
Student Advisory Goup. | would also |like to thank
Regent Sm |l ey who attended our April Advisory G oup neet-
ing. Her presence and input were very valuable to the
entire group, and | look forward to nore attendance from
t he vari ous Regents.

| nust start by saying that it has been an honor to have
served on this Advisory Goup for four years and to have
served as Chair for this current term and in the process
its even been nore rewarding to have received ny bache-
lors and ny masters from The University of Texas at

Tyl er.

The purpose of ny appearance here today is the Student
Advi sory Group's annual report. It is ny pleasure to
informthe Board that in a year of busy |egislative
sessions as well as various student concerns our G oup
did finish the spring wwth very productive neetings with
the very val uabl e assistance of teleconferencing. As a
result, we passed unani nously ei ght recomendati ons,
five of which are currently under review by Chancel |l or
Cunni ngham and are currently also receiving input from

t he various conponent presidents. A final report to the
Regents wll be forthcom ng after the review fromthe
Chancel | or has been received.
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| would Iike to provide a brief description of each

of the five recommendations that are currently being
reviewed, not only for the benefit of the Board but

al so for the guests in attendance. The thene of these
ideas, as is any idea with the student organization,
is increased student input. This is found as the cen-
tral thene in each of the five recomendati ons.

The first proposal concerns student sexual harassnent
gui delines and originated fromthe Student Ri ghts Subcom
mttee which is chaired by Kevin Chen who attends The
University of Texas Medical Branch at Gal veston. The
pur pose behind this proposal is to develop a uniform
system of guidelines for all the canpuses to utilize.

It was a concern that there didn't seemto be a uniform
policy. The Goup or the subconm ttee gathered infornma-
tion, reviewed the various policies fromthe different
conponents, and tried to outline a framework of uniform
gui del ines for sexual harassnent policies. This was a
year-| ong project.

The second issue originated out of the Tuition and Fees
Subcomm ttee which is chaired by Sherry Boyles from The
University of Texas at Austin, and this involves the
creation of a fee oversight subcomm ttee which woul d have
student input. Currently there are nechanisns for stu-
dents to have input in the raising and | owering of stu-
dent service fees. However there is concern over other
types of fees. There are fees outside of the student
service area which are being inplenented w thout fornal
student input. Sherry and the subcommttee cane forth
with a very thorough proposal in which canmpuses could

| ook at receiving student input for various fees.

The third area cane from Academ ¢ Affairs which is
chaired by N cole Darnell from The University of Texas at
Arlington. Their proposal involves course frequency. As
| amsure all are aware, scheduling of courses can be a
ni ghtmare for students. Specifically, when choices are
made for specific courses not know ng whether or not the
one that is not selected will be offered the follow ng
senester. It is possible that a graduate could be

del ayed by a senester by neking the wong choices. The
G oup suggests a policy in which schools in their senes-
ter scheduling could | et students know the tinme schedul -
ing of future related courses. That way students could
make i nfornmed decisions involving their course schedul -
ing. Now obviously we realize that there woul d be sone
extrene cases where that woul d be inpossible.

The fourth issue cones out of the Gaduate Affairs Sub-
committee which is a conmmttee that we formally nmade part
of our Group this year seeing how graduate students have
just as many concerns as undergraduate students do. This
commttee is chaired by Brendan Guilfoyle who is from The
University of Texas at Austin. O course, they tackled
many issues this year and | ooked at various ways of
getting graduate input in several aspects of the univer-
sities. The result is a proposal to get graduate student
i nput on the student service and other fee conmttees.
There is not a formal mechanismto give graduate students
an opportunity to offer their insight on how the student
service or other fees affect them They pay themjust

t he sanme as under graduate students.
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The final area involves decisions and proposals offered
fromthe Executive Commttee which have been unani nously
endorsed by the G oup. The first is a proposal to
appoi nt fromour Advisory G oup student |iaisons to the
Regental commttees. Looking at the agenda you can tel
that you have sonme conm ttees which seemto correspond in
m ssions to ours, such as Academ c Affairs, Health
Affairs, and Mnorities and Wonen. These students woul d
not be voting but sinply there to receive and offer input
and understand the process in which ideas are forned.

Qobvi ously, when ideas cone before the Board at these
formal neetings, the decision making for the nost part is
al ready conpleted. Students in this situation would have
the opportunity to provide insight and in turn conme back
to our Goup and give better direction for these subcom
mttees to tackle certain issues. The second area

i nvol ved taking a page fromone of my courses "Reinvent-
ing Governnment” and | ooking at positions on our Student
Advi sory Group that were not being utilized to their ful
ef fectiveness. Those two are the vice chair and | egisl a-
tive relations officer. The vice chair is not utilized a
great deal while the legislative relations officer is
only useful related to |legislative sessions. W have
suggested that these two positions be conbined. Since we
are conpleting or about to conplete our sixth session as
an Advisory G oup, we are suggesting the need for an

hi storian. Qur group has realized that this year we have
rehashed i ssues that have already been addressed and
resol ved, and there is a need for an ongoing record of
the G oup's activities. Having an historian would not
only allow past issues to be tracked but issues that are
i npl enented now and in the future could be followed to
evaluate their effectiveness. The historian wll also be
in charge of creating a newsletter which we feel wll be
a very inportant instrunent for us to facilitate inform-
tion to all the conponents as well as to the Board of
Regent s.

In conclusion, the five issues that we tal ked about are

i ssues where students are | ooking for increased input.
Agai n, these are issues that involve sinple recomenda-
tions not necessarily anything that takes an act of
Congress so to speak. However, we do feel that these are
inportant for the adm nistrations and vari ous conmponents
to consider. | do believe that in the four years | have
served on this Goup that each G oup | ooks for nore
effective and nore efficient ways of naking the G oup
nore val uable to students and to the U T. System This
year is no different. W have created a newsletter, have
utilized teleconferencing, and I amglad to have been a
part of it.

| thank you again for the opportunity to present this
report and | |ook forward to your feedback as well as
your attendance at our June 2-3 neeting.
Thank you very nmuch.

Vi ce-Chairman Sm | ey noted that she enjoyed the Student Advi -

sory Group neeting in April and commented that the students
are very serious and thoughtful in their deliberations.
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2.

U T. Arlington: Presentations by Menbers of the Coali -
tion of African-Anmerican Community Based Organi zations,
Baptist Mnisters Union of Tarrant County and Vicinity,
and Tarrant Bl ack Met hodi st Alliance. --Chairman Rapoport
reported that, since the Material Supporting the Agenda
was distributed, he had agreed to requests fromthe
foll ow ng groups to address the Board regarding matters
associated wth The University of Texas at Arlington:

a. Coalition of African-Anerican Comru-
nity Based Organizations represented
by M. Lee Alcorn

b. Baptist Mnisters Union of Tarrant
County and Vicinity represented by
Reverend Julius Jackson, Sr. who is
al so President of the Bl ack Pastors'
Associ ation of Texas

C. Tarrant Bl ack Methodist Alliance rep-
resented by its President, Dr. LeRoy
Haynes, Jr.

Each of these groups was allocated ten mnutes for its
presentation, and Chairman Rapoport rem nded each of
these Groups that it would be necessary to honor the ten
mnute limtation so that each group will have an equal
opportunity.

Comments of M. Lee Alcorn

Chancel l or and the Board, | amLee Alcorn. | amthe
first Vice President of the Texas State Conference of the
NAACP Branch and al so the President of the Dall as NAACP
Br anch. | amhere with the Coalition and | would like to
ask the Coalition nenbers to please stand. Thank you.

Before ny ten mnutes start running, M. Chairman, | just
want to offer a couple of recommendations. The first is
that we nmade a very intense effort to get here com ng

t hrough thunderstorns and hail, and | would like to
suggest that when we have groups such as our group that
are going to appear before the Board that there be sone
fixed tinme and not be within sonme two-hour span because
we too have to get back and we can plan our schedul e the
sane way you do. W would request that we have a fixed
tinme that we can be expected to nake our presentation.
Also we like to drink sodas and the NAACP is boycotting
Dr. Pepper so | didn't get a chance to get a soft drink
t here.

| do want to al so thank you, Chairman Rapoport, for
appoi nti ng Regent Zan Holnmes to that mnority commttee,
and | hope that commttee will be sonething nore than a
committee that is going to be collecting statistics.

was sonewhat offended -- | don't know about the other
menbers -- especially with the presentation nade today to
Dr. Amacher, and | was just wondering how could this
Board present himw th a plaque after booting himout and
the fact that you gave himvery little or no support. |
mean to me it's just offensive that the Board woul d do
sonething |i ke that when you had the opportunity to
support soneone who is doing an excellent job and then
you want to somehow recogni ze himas doing a good job.

To me | guess it's just a little bit holl ow

217



| want to just enphasize to the Board your responsibil-
ity. You know your overall responsibility for the U T.
System and | think you have a real serious burden of
responsibility to assure that this school systemis a
school systemthat is without racismand that all chil-
dren and all students in this Systemare going to be able
to participate in the educational process w thout being
di scrim nated agai nst and wi thout the existence of racism
as nmuch as that's possible. The University has comm s-
sioned a study that shows that racismis very alive at
UTA, and | am concerned about the stability of UTA and
about the retention especially of the few African-
Anericans that we have there, especially Dr. Tayl or who
is the provost and the other four or five African-
Anmerican staff that are there. W want to nmake sure that
t hese people stay in place. The Board cannot |let the
faculty/staff at UTA do the kinds of things that they
have done or have been doing. | think that the staff
which is primarily white nmales at UTA have forced the
President to resign and have caused all kind of stress

to the African-Anmerican provost. | think this Board of
Regents cannot let this faculty senate and this
faculty/staff determ ne who is going to be the president
and who the staff people are going to be. It's just
unbel i evabl e that they could have this kind of influence
and where is this going to stop. Are they going to
continue to be able to nake these kinds of decisions? |
don't think it's their decision. So they required a vote
of no confidence which is unheard of on the provost and |
j ust wondered now what's going to happen with that vote,
what the Chancellor's going to do wth that and what does
t hat nean.

So I'm asking the Board of Regents to be sure that fair-
ness prevails, that you stand firm agai nst racism and
demand that Dr. Taylor and the current African-Anmerican
staff at UTA be retained. W want to be certain that the
Board makes sure that the Chancellor and the so-called
Systemw || make decisions that are not discrimnatory in
their manner and in their intent. | know the Board is
very busy and that the Chancellor and his people are
maki ng these decisions. So we want to nake sure that the
deci sions that the Chancell or makes are deci sions that
the Board supports, and I'mnot sure that's the case. So
this coomtnent to deal with racismhas to conme fromthe
top. It has to conme fromyou, the Board of Regents, in
maki ng sure that the Chancell or understands that you're
not going to tolerate the kinds of things that are hap-
pening at UTA. | cannot inpress upon you how strongly we
believe this issue needs to be addressed, very possibly
by Regent Hol mes nmaki ng sure that nothing happens to
Provost Taylor and the other four or five faculty/staff
that are at UTA

Thank you.
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Comments of Ms. Faith Brooks

My nane is Faith Brooks and I ama junior accounting
maj or at The University of Texas at Arlington. Due to
the controversy, | felt obligated to cone personally to
address you, the Board of Regents, with my concerns for
the future I may have at The University of Texas as an
African- Aneri can student.

The four problens | see that need to be addressed by the
Board are:

1. Lack of African-Anmerican faculty at the
University

2. Lack of the retention of the African-
Anmerican faculty and adm ni stration at
the University

3. The retaliation against the African-
Anerican students for exercising their
constitutional rights

4. Lack of support for Dr. Dal mas Tayl or
as provost of the University.

As a student, it is very disheartening to walk into a

cl assroom and not see anyone of ny own personal back-
ground, African-Anerican, and to further know that over
500 faculty and adm nistrators are at the University and
of that 500 only 7 are African-Anericans with only one
person tenured. This is a problemthat needs to be
addressed by the Board of Regents.

| have a solution. | challenge you, the Board of

Regents, to see that Dr. Taylor stays on as provost as
well as the other six African-Anericans stay on and be
tenured as well as heavy recruitnent of additional
African-Anerican faculty and adm nistration. |If there is
a problemw th the noney, | ask that you retire all the
enpl oyees that have been at the University for 20 years
or nore and the affirmative action programreassigned to
soneone who can do a positive job and with these nonies

that you'll save fromthis retirenent you can hire the
quality African-Anericans that would fill those posi-
tions.

VWhen | first entered the University | felt that this was
a place that | could go and learn and enjoy the nmulticul -
turalismof the University. This is not the case and it
is very disheartening to ne as a student to know that as
African-Anerican | may not have any future in the adm n-
istration of the U T. Systemif | don't see any African-
Anerican faculties. From paying ny noney to go to the
University | feel that this is sonething that really does
need to be addressed and | need to see nore African-
Anmericans so that | know that when | have ny children
they can cone up behind nme and fulfill these positions.
The statistics show that in the year 2000 the only
enrollment that is increasing across the nation is the
African-Anerican mnority enrollnment, specifically in
Texas. | would like to see nore mnority adm nistrators
and faculty at the University. As a student in the
classroomw th these issues going on there have been
controversies addressed in the classroom when we're
supposed to be learning. | think the classroom should
stay a setting where we | earn about the activities of
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the particular course that | have signed up for as
opposed to | earning about the issues that are on canpus.

| do not like being rushed in the four week span to | earn
a senesters worth of work and | think that the Board of
Regents shoul d address this issue at the University with
those adm nistrators. Thank you.

Comments of M. Darren Reagan

Thank you. Ya'll have spent a | ot of nobney on ne. But
anyway, Bernard, | would |ike to nmake an official request
that due to the time that this nmeeting has prol onged that
we be allowed to officially cone before the Board and
really discuss what our concerns are at the next neeting
in August. So that's nmy official request. | don't think
that we should be rushed as we have travel ed both to your
office in Waco, we have gone to Austin, and we have
really tried to touch base across the state and this is
comng to Gal veston and hear all the other presentations
and then have us rushed that's not fair as we're tal king
about being fair and in our treatnment and respect and
response a receptiveness to the citizens of this state.

| would i ke to just revisit, Zan if | could, ny first
nmeeting with you com ng on board as a Regent that there
was food out here, there was no security -- | nean liter-
ally no security -- and it's very, very di sappointing and
di sgusting to walk into a public body lIike this, Bernard,
and get off the elevators and cone on canpus and you see
police everywhere. | nean you don't see this kind of
activity around even with the President and these other
guys but we see so nmany police everywhere and it creates
a perception that the Systemis not user friendly. This
body, in particular, the Regents' neeting to have these
big guys with guns on their sides you know that we could
really tone that down. The other thing, Zan, is that
when we | ook at where we were when you canme on board as
the first African-Anmerican Regent and the progress that
we've nmade or not nade in a four year's tine. Here we
have the first African-Anerican president, Dr. Jenifer,
just last year and tal king about creating the Mnority
Commttee, a conmmittee to address mnority concerns. W
have the first African-Anerican provost and associ ate
provost out at U. T. Arlington on the verge of being
forced out and we understand what all of this is about
and that's why | comrend these pastors who set aside
times fromtheir churches, fromtheir menbership organi-
zations and their duties to cone here.

| heard the gentleman from San Antoni o tal ki ng about the
success of the public health division but at a tinme when
bui I dings are being blown up all across this country,
when we see the hate nongering, when we see the attack on
affirmati ve actions across this country, | try to | ook
for, Linnet (Deily), the good behind this. | think it's
good in a sense that these issues have been raised
because it's now rai sed the awareness of people who
hadn't thought anything about it. Qur sense of awareness
for issues that are real close to us has been rai sed and
Wi thin the African-Anerican community not only in the DFW
metropolitan area but across this state with this issue
wi th Dal mas Taylor, the African-Anerican faculty out
there, and the student unrest | can say to you that if
this Board does not take the type of affirmative action
inretaining Dr. Taylor in his position that we're in for
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a long hot sutmmer. We're pleased to have this issue sur-
face in terns of galvani zi ng support but we nust ensure,
Zan, that we hold on to the advances that we've made. An
audit report that's slanted or tainted and that

Dr. Tayl or has not addressed should not be considered in
terms of his dismssal, and | understand that you guys
are thinking about letting himgo sone tine in May and
that's not fair. W're not gonna have that. Lee nen-

ti oned about racismon that canpus and | think it is
really ridiculous for us to stand here and argue t hat

raci smdoesn't exist and we know it does. Bernard, you
know it does. As a Russian Jew you know it does. And
Ms. Tenmple, Ms. Deily, Ms. Smley, you know it does in
ternms of being wonen. It's just a few years ago that
ya'll cane on board. So racismexists out there. W can
| ook at when we see doctors in here and we see statis-
ticians. Thomas Hi cks is one of the richest guys in the
country and you read about himall the tine. You see
where this gentleman | ooks at facts, docunents, statis-
tics, the vital signs before he nakes an investnent and
he | ooks at the problemor a potential noney making deal .
So we've | ooked at the statistics of racismat U T.
Arlington. W see the docunentation by third parties, a
consultant reviewthat's in front of you in that little
folder and the conplaints of discrimnation. There was a
news article that the Fort Wirth Star Tel egram did and
it's well docunented so once we | ook at the stats, the
docunent ati on we've | ooked at the vital signs and the
synptonms, we know that we can pretty nuch get a handl e on
what the problemis or what's causing this patient to be
sick. Racismexists and until we admt that it exists
and begin to deal with it, Zan, your commttee should be
dealing with this fromthe Board' s perspective. So |
stand today to say that ny zeal has been renewed and ny
commtnent. | know of the nonies this System spent on
trying to keep us from peaceful protesting. W're gonna
continue to raise the issues. W're gonna continue to
rai se our concerns and do what's legally right as
Anmerican citizens. That's what we pl edged al |l egi ance

to. So | challenge this Board to say no to raci smon

U T. Arlington's canpus and to increase African-Anerican
participation and other ethnic mnorities on these cam
puses. A good signal would be to support Dal mas Tayl or
who is nore than qualified to be the provost.

Thank you very nmuch.

Comments of M. Allen MG I I

Thank you, Chairman Rapoport. M nanme is Allen MG
and | amwith the Black State Enpl oyees Associ ati on.

It's rather dismaying to be here before you again dis-
cussing issues that involve race. Wat has been particu-
| arly di smayi ng over the course of discussions involving
UTA has been to see the Chancellor, to see the interim
President, to see Deans who have constantly and publicly
attributed statenents said that there is no problemwth
race on the canpus of UTA. That has been particularly
dismaying. It is an insult to this group who nore than

i ncreased the nunber of African-Americans sitting in this
roomthat | can associate wth the System by at | east
five times. Now it is particularly insulting for
African-Anericans in this city and in the state of Texas
to pick up and it's particularly insulting when there is
no regard apparently at an academ c institution for
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evi dence of these problenms. That is insulting. You have
before you over tinme studies that have been conm ssi oned.
You have stories reported in newspapers, nagazi nes, and
other nedia and to hear the | eadership of U T. System
to hear the | eadership of UTA pronounce that everything's
just fine out there, that is disappointing and insulting
and we sinply ask that that stop and that we see sone

| eadership on the issue of race comng fromthis Board.

It is going to be difficult. [It's not going to be easy.

| mean the speakers prior to nme have cone on and they
have tal ked about the evolution of race and the involve-
ment of African-Americans directly and the policy making
teaching and faculties on these canpuses and we are way
behind here in Texas in race relations. This Board is a
very inportant publicly funded institution. You should
be taking the | eadership in these issues not sitting back
where it's confortable. You should be providing the

| eadership we are expecting you to provide. So ny
request to this Board is that we don't insult our
African- Anerican community here in this state and in
these cities and across this country by saying there are
no i ssues involving race on these canpuses and in par-
ticular on the canpus of UTA. W say that there are sone
probl ens there involving race and that we are going to
neet those problens head on. That we're going to sit
down and talk to the | eadership, the students, and con-
stituents and try to get these problens worked out.
That's ny request to this Board. Thank you very much.

Comment s of Reverend LeRoy Haynes

Chai rman Rapoport, Chancell or Cunni ngham di stingui shed
menbers of The University of Texas Board of Regents, ny
name is Dr. LeRoy Haynes, President of the Tarrant

Met hodi st Bl ack Alliance. W are sinply here today
representing the noral power of black churches in Tarrant
County with over 100,000 parishioners, taxpayers, and
voters in the State of Texas.

Qur gathering is called by the ugly head of institutional
raci sm and white suprenacy, voices being resurrected at
The University of Texas at Arlington. This denonic face
of racism has been manifested in the systematic attenpt
to turn back the progress on civil rights gains and
affirmative action at The University of Texas at
Arlington. It is specifically revealed in the conspired
and systematic attenpt to elimnate Provost Dal mas Tayl or
and to target the elimnation of all the top African-
Aneri can executives at The University of Texas at
Arlington. Not only is it specifically revealed in the
targeting of the top African-Anmerican executives but it
has aggressively harassed, intimdated and attacked the
African- Aneri can students who participated in a nonvio-

| ent denonstration in support of Provost Dal mas Tayl or.

Let the historical record be very clear that the black
church and its parishioners in Tarrant County have

lived through the history of overt racismat the U T.
Arlington canpus. Beginning with the first African-
Anmerican enrolling in 1962, to the holding of slave
auctions and the burning of black effigies on canmpus

in 1968, to the confrontati on and protest over Johnny
Reb and the confederate flag in 1971, to the struggles
for affirmative action in the 1980s. It is clearly docu-
ment ed beyond any doubt that the U T. Arlington canpus

222



has an historical pattern of racismand the precedence of
raci smand discrimnation. Today the historical racism
has taken the formof institutional racismand this
pattern of institutional racismthough subtle has been
clearly docunented by the only independent study conmm s-
sioned by President Ryan Amacher and perforned by Sinons
from February 10, 1993 to March 12, 1993, and to a | esser
degree in the in-house study done in 1991. Now it is
ironic that professors who are in academ c study and even
the interimpresident will speak out of enotion and speak
out of opinion and say that there is not raci sm when
enpirical evidence shows otherwise. Dr. Sinobns states in
his report that there is a pattern of systemc discrim -
nation on the canpus of The University of Texas at
Arlington. This discrimnation is both racial and gender
and affect African-Americans and H spanics. These insti-
tutional patterns of racismare clearly docunented in the
| ack of diversity in the admnistration, faculty and
student body. For exanple, of the 559 faculty nenbers,
only 7 are black and 10 H spanic and out of the 7 bl ack,
one is tenured. O the 162 enpl oyees of the executive
and adm ni strative managenent |evel, only 10 are bl ack
and only 4 are Hispanic. Blacks conprise only 7.6 per-
cent of the population of the student body.

If the University of Texas Board of Regents and the U. T.
Arlington adm nistration are serious about diversity on a
canpus that is located in the second | argest popul ation
of African-Anericans in the State of Texas, they would
first of all maintain the current executive nanagers who
are African-Anericans instead of trying to elimnate the
few that presently exist. Practicality tells us that you
deal fromthe foundation that already exists. Hence the
Tarrant Black Mnisterial Alliance in coalition with the
other black mnistry alliances call upon the Board of
Regents and the Chancellor to maintain the mnority
academ c admnistrators currently in place including the
provost, associate provost of adm nistration, and the
dean and associ ate dean of the School of Social Wrk. W
further call upon the Board of Regents and Chancellor to
i ncrease the nunber of academ c and ot her executive mana-
gers in keeping with the goals that reflect the diver-
sity of the nulticultural population of Dall as/Fort

Wrth. Finally, we say that we are commtted, as mnis-
ters of the gospel of Jesus Christ representing over

100, 000 parishioners, that the clock not be turned back
on civil rights and affirmative gains at U T. Arlington.
If it nmeans that we have to | ead our 100, 000 pari shioners
fromthe church house to the U. T. canpus and in wagi ng

a nonviolent strike then we will act in this manner with
courage, faith and nobility to secure justice. Thank you
very much.
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Comments of Reverend Bill Smth

My nane is Reverend Bill Smth. [I'ma nenber and chair-
man of the courtesy conmttee of the Baptist Mnisters
Union in Fort Worth. | amchairman of the Cvic Com
mttee for the Intradenom national Mnistry Alliance

in Fort Worth. [|'mchairman of the Permanent Committee
for Church Devel opnent, Primtive Baptist North Texas

M ni ster.

Since our neeting with the faculty and staff and adm ni s-
trators of UTA and since a long ride here since 8:00 a.m
this norning, | was trying to figure out what | could say
and | hope you can take ny comments as constructive and
forward thinking. You see, when you talk to the students
on UTA's canpus be they black, brown, white or whatever
and you look into their eyes and you listen to their
hopes and dreans you can't help but be noved that we
shoul d do everything we can for this generation, do
everything we can to afford themthe best educati onal
opportunity possible.

But let me try to address the student perspective froma

personal perspective if you will. | ama graduate of
Arlington State College |later called UTA. | attended
Arlington State College from 1965 through 1970. | was

the first president of the Black Student Union on UTA's
canpus, and we fought very hard to renove all of the
vestiges of indifference and raci smon canpus that was
enbodied in the rebel flag. W fought hard to get all of
our organi zations recogni zed on canpus. W did not harm
anybody. W used peaceful neans. W involved every
resource we could on canpus and in our comunity.

The last tine | was at a Board of Regents' neeting, and
you have to excuse ne | amgetting a little old, was
around 1968 or 1969. It was on the top floor of the

i brary of UTA, there was one elevator in use, there were
under cover police and FBI everywhere and there were

pi ckup trucks with guns everywhere. But that did not

di scourage us. W thought that there was sone atnobsphere
or sonme outl ook that our efforts were destructive that we
would try to disrupt the neeting and the canmpus. Not hing
coul d have been further fromthe truth. | hope you wll
understand that Arlington State Coll ege was 15 m nutes
fromny house if | went down Route 303. MW famly could
barely afford the tuition, the books and the fees. No
one told ne about financial aid, no counselor no any-
thing, but ny famly wanted ne to get a coll ege educa-
tion. So to UTA Arlington State College I went. |

| ooked forward to going to college, to the freedom
because ny father was a preacher, ny grandfather on ny
nother's side was a preacher, ny great grandfather on ny
father's side was a preacher and | was happy to be away
from home and happy to be away fromtheir eyes. | was

| ooking forward to having fine tines. | |ooked forward
Wi th great anticipation to the chall enge of course work.

| had sone little worries but | figured if | studied hard
| could nmake it. Through the grace of God and the teach-
ing of ny parents |I did not see nyself as inferior nor
was | intimdated by anybody who was different fromnme
whet her it be color, size, anything. M size was siX
foot five and at that tinme | was 140 pounds soaking wet.

| could barely afford the books and the fees yet | could
not afford the racismand discrimnation | encountered on
t hat canmpus.
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However, we worked hard as | said. There were no faculty
and staff that were African-Anerican. There were no
depart nent heads that were African-Anerican. There were
no adm ni strators that were African-Anmerican. There were
no African-Anmericans who were in authority or decision-
maki ng power anywhere on that canpus. As a student, al

| needed was a positive experience, a good |earning

at nosphere, nodern equi pnent, confortable facilities,
capable and qualified instructors as well as instructors
who were culturally intelligent. Anong the academc

advi sors and the counselors, there was nobody there of ny
color or my understanding or sensitivity. Last thing I
needed, with all due respect, was soneone to tell ne that
sonme of their best friends were black or the universal

question "Wiat do you want to be called?". A student was
fine. In spite of all the odds and difficulties |

| earned the value of a well rounded education. | was
exposed to different ideas, peoples and ways of life. |
began to learn and to grow. | have a thirst for |earn-

ing. M horizons were expanding. M fellow students as
| found out, except for a few of themwi th their own
prejudi ces and discrimnatory ideas, were the sane as ne.
They were trying their best to get an education to better
their lot inlife. As | becane to understand that, |
cane to value ny experience at The University of Texas

at Arlington. Now things have changed.

We have an African- Anerican mayor in Dallas. W have
city council people who are African-Anerican. W have
school board nenbers who are African-Anerican. Redis-
tricting is not an elusive guess but is the law. In

Fort Worth we have three African-Anmerican city counci
peopl e and African-Anericans on the school board. And in
"Baby Arlington" as we used to call it we have African-
Anmeri cans on the school board and the city council.

The popul ation has changed in Arlington and in the netro-
pl ex. African-Anericans, Asians, Hi spanics, all kinds of
folk working and living and noving in that area. This is
amazi ng to ne because the popul ati on has changed, things
have changed, it is tine for UTA to change. It is tine
for UTA to be a | eader not afraid of change but | eading
and on top of change and being the nost effective Univer-
sity in that area. UTA, by all accounts is the nost cost
effective college in the area. It is nore inexpensive to
go to UTA as conpared to TCU, SMJ, Texas Western and the
ot her universities. But, we have to do sonething from
this level to ensure every student who enrolls in UTAis
af forded the best opportunity possible so therefore we
make the foll ow ng recommendati on.

We recommend that the Vice President, Assistant to the
Presi dent be enployed to inprove the quality of student
life and to inprove the relations wth the African-
American communities in the netroplex. W recomend that
expansi on prograns be put into place. Progranms to focus
on the needs of the ethnic students at UTA. Moreover,
that African-Anerican councils and advi sors be inproved
and increased. W recommend that there be concentrated
efforts on the front end in adm ssions and recruitnment at
The University of Texas at Arlington. Mre adm nistra-
tive support for African-Anerican faculty and staff.

More African-Anerican admnistrators. W recomend that
an assessnent be done, department by departnent, for
participation and performance by all the students includ-
ing ethnic students at UTA. W recomrend that the Uni-
versity of Texas at Arlington be worked with for cul tural
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diversity training. W recommend that an outreach plan
be put into place where the University of Texas at
Arlington has educational and cultural prograns and
activities focusing on community relations to inprove

t hat canmpus' i nage and understanding of the comunities
around it. W recomend that the University have a
comunity relations commttee involving adm nistrators,
faculty and community | eaders. W recomrend that a study
be initiated to | ook at other universities that find
thenselves in simlar situations where that population is
changi ng and the university should be a | eader in that
comunity.

Now et me say in closing that had | not attended
Arlington State Coll ege which | ater becane The University
of Texas at Arlington ny |ife would have been totally
different. And | amvery appreciative of the opportunity
that I had at UTA. However, it is tinme for UTA to begin
to change. It is tinme for it to grow and | see no
recourse but to try and get this level to enploy and to
push and do whatever it has to bring U T. Arlington for-
ward to the 21st century. | thank you for your patience
and your tine.

Comments of Reverend Darrell |ngram

Chai rman Rapoport, if | could just have about three m n-
utes | could wap it up and give you what we are suc-
cinctly trying to say today. | amDarrell Ingram Pastor
of Allen Chapel Any Church in downtown Fort Worth.

One of the great managerial changes that is sweeping
across Anerica is that concept of TQMor total quality
managenent. | amcertain nost of you are very famliar
with that. And in TQM as | understand it, the nain goal
is to neet and exceed the expectations of custoners. W
cone to this Board today as col | eagues and custoners. W
are colleagues in that this institution and this institu-
tional systemprovide for world class education through-
out the State of Texas and we want to ensure that that
happens.

W believe that we share in the community responsibility
for governance and gui dance of the University system

The insights fromthe African-Anmerican conunities are
critical and essential to the well rounded devel opnent of
a whol esone University of Texas System W are custoners
inthat it is us who matriculate, it is us who would |ike
to be enployed and remain enployed in The University of
Texas System W believe that we share in the noble
experinment of diversity in unity in Arerica and in The
University of Texas Systemin particular that can achieve
and actualize racial harnony and whol eness in our com
muni ty.

My col | eagues have rai sed several issues, several clear
war ni ngs or dangerous signs. They've lifted up the
war ni ng signs of distress and unnmet expectations of
willing custoners. So | think it's prudent to ask what
do we want. Now let ne list five things that we would
| i ke to see happen.
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We enploy the University of Texas Board of Regents to
enact the follow ng:

1. Call on Chancel |l or Cunninghamto do again
what he has al ready done. That is to cal
for peace at Arlington, that the hostil-
ities shall cease by faculty and by the
student run newspaper.

2. W call on the Systemto maintain African-
Anmericans or in particular mnority aca-
dem c adm nistrators who are currently in
place to include but limted to the pro-
vost, the associate provost, the dean and
associ ate deans of social work.

3. To di scontinue the harassnment of mnority
students by the Vice President of Student
Affairs.

4. To aggressively and assertively and will -

fully engage in and support efforts toward
the recruitnment and retention of mnority
faculty and adm ni strators.

5. Maybe as inportant as all of these, to
i nprove the recruitnent and retention and
graduation rates of mnority students at
UTA.

We ask this question -- If this can't be done in the
twelfth | argest African-American community in Amrerica,
where else can it be done? If it can't be done by such a
great Board as this who else can do it? W trust that
you are nen and wonen equal to the challenge of this
nobl e enterprise and | believe you can do it.

Chai rman Rapoport stated "W are glad to hear your points of
view and the reality is that you are really talking to the
converted. W believe what you believe. Thank you very much,
all of you. W really appreciate your being here."
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U T. Mdical Branch - Galveston: Presentation by the
Galveston  Physicians Services Association Related to
Expansion of Primarvy Care Practice dinics.--Chairnman
Rapoport reported that the Galveston Physicians Services
Association, which is represented by its President,

Daniel H CGold, MD, had requested pernission to appear
before the Board related to the expansion of primary care
practice clinics at The University of Texas Medical
Branch at Gal veston.

Chairman Rapoport then introduced Daniel H Gold, MD,
who nade the following renarks:

Remarks of Daniel H &ld, MD

My name is Danid Gold. | am a physician and President of the Galveston
Physicians Services Association, an organization representing
approximately 70 physicians in private practice here in Galveston and in
neighboring communities. It is not easy for me to come before you to
present information critical of an institution which has been my academic
home for amost twenty years, ‘and for which | have strong fedlings of
attachment and loyalty; however, the reality of what is occurring in our
County and throughout the State has such significant implications and
consequences that we as private practitioners cannot remain silent. | cal

your attention to the following:

1. The University of Texas Medical Branch has opened and
continues to open medical offices throughout our communities.
These clinics are not being located in Federaly designated
medically-underserved areas. Many of them are located in the
more rapidly growing affluent areas of our communities. The
Galveston County maps identifying medically underserved areas
are included in our material before you. The 1994 designated

medically-underserved area of the Mainland is the community of
Hitchcock. No UTMB clinic has been proposed for this area of

lower-income population.

* Handout from the (@Glveston Physicians Services Association

is on file in the Cfice of the Board of Regents.
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2. These clinics are referred to as “Primary Care Clinics,” although
the physicians working in them and the care provided in them
includes surgical and other specialties.

3. Millions and millions of dollars in public funds are being spent
in buying, leasing, building out, staffing and equipping these
offices. These millions of dollars are being taken from practice
plan funds. Comptroller John Sharp, in his Texas Performance
Review of July 1991, referred to these funds as the “largest
source of unrestricted revenues which may be designated for use
by the ingtitutions.. .”. He noted that “The revenues received by
the plans are held in locd bank accounts; they are independent of
the appropriations process” They are, however, State funds for
which each of you has a fiduciary responghility.

4. We see little evidence that these clinics are being built for the
purpose of teaching primary care to medical students or resident
physicians. The Texas Performance Review cited above includes
as Recommended Policy the statement that “Publicly funded
medica schools should participate in solving the state's problems
of physician maldistribution through redesign, not expansion, of
their instructional programs.” A review of one of the UTMB
publication’s statements before you in our materia boldly states
that these clinics are being built by the University with public
funds “...to protect its patient base, income flow and overdl
economic viability”. No mention whatsoever of any primary care

physician teaching godl.

Our gtuation is rapidly reaching crisis proportions. Private physicians,
hospitas, and other health care providers cannot compete with this massive
effort by the State of Texas to gain control of the patient care in our
communities. The people of this State will lose their choice in obtaining
medicd care because the private medical community will not survive. It
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will not be able to continue providing medica care for Texans as it has

done for generations.

These'are times when citizens everywhere are asking government to take a
hard look at its functions and its use of public money. In these

conservaive times, when government is downsizing at every leve, is there
any justification for the expenditure of millions of dollars of public funds so
that the State of Texas can go out into our communities and compete with

its own citizens? Should the State of Texas provide competing medical care
services when these services are now readily avallable from private
physicians who have invested their lives in their medical practices, practices
now being destroyed by competition from State-owned and operated

facilities?

Ladies and gentlemen, these activities cannot stand the light of day.
Increasing public attention has been and will continue to be focused upon
them at al levels of government. We urge you,The Board of Regents of the
Universty of Texas System, to take immediate action to investigate this
matter. |Is the Board of Regents truly responsible for this recent change in
our conservative philosophy of State Government? We have heard
Statements atributing this new, changed philosophy to policies of the Board
of Regents. Please dter the course of the University and its policy before
Texas is inundated with State-provided medica care for profit, or perhaps at
aloss.

| do not believe the Board of Regents of the University of Texas System has
ever in its history conscioudy embarked on a program which would destroy
the private practice of medicine in communities of this State or to
intentionally bring about the closure of local hospitals such as St. Mary's in
Gaveston through a State-funded hedth care delivery system.

Has the philosophy of the University so radicaly changed?

Thank you .
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Following his presentation, pr. Gold jntroduced Reza
Jahadi, MD., Vice President of the Galveston Physicians

Services Association, who made the followi ng coments:

Remar ks of Reza Jahadi, MD.

M name is Dr. Reza Jahadi. | am appearing before you today as a
representative of the many private physicians whose lives are

dedicated to health care delivery of the highest qualify.

| want to welcome you to Galveston and thank you for giving ne

the opportunity to talk to you face to face. | can assure you that
we physicians have no conflicts with our peers and colleagues at
UTMB and are highly supportive of UT system teaching mssion and its

comitnent to serve the underserved area.

M/ previous letters to nenbers of the Board of Regents elicited
replies indicating to ne that ny letters were not read, or perhaps
m sunder st ood. Some of these letters are included in the naterial

which we have distributed to you.

Chai rman Rapoport assured nme on Feb. 15th that ny position wll
receive consideration. Consideration alone is little confort in
a crisis. W all hope that a change in philosophy wll be

consi dered and acted upon.

On Feb. 24th, Ms. Tenple replied that we disageee on the inportance
of training nore primary care physicians. | am truly puzzied. |If
we are to train nore primary care physicians, is it necessary to
elimnate all private physician conpetition using the State

noney while we attenpt this worthy goal? If clinics off-canmpus

were to be established all over our area, why have nedically

under served-areas been avoi ded?

On March 2, Dr. Mullins responded to ny letters addressed to

menbers of the Board of Regents and stated that the Texas Legislature
had "indicated in the past that the University mnmust assune greater

financial responsibility for its future.® Aso in public statements

made by University officials we have heard that the Legislature
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mandated the establishment of these clinics. No evidence of any
stated or witten "mandate" has ever been provided to us. |t does
not exist, and | refuse to believe that a conservative Legislature,
a conservative Board of Regents and its conservative Governor
choose to drive private physicians out of nedical practice by
establishing a philosophy demanding direct conpetition with the
private sector, using State funds, State facilities and sState-

paid advertising ained directly at full-pay patients.

A large part of the practice plan funds are derived from Medicaid
paynents to State-salaried doctors by private patients. Conptroller
John Sharp, in 1991, suggested 20% of that accumulated fund

(now $229,000,000.00 in the UT systen) should be transferred to
General Revenue. W understand a $29,000,000.00 surplus exists in the
UTMB Fund alone. Could these funds be better used to help solve the
State's financial problens, and cooperate with practitioners as well,

in order to better serve the citizens of Texas?

Please read Lt. CGovernor Bullock's letter to ne in which he explains
that MSRDP funds could have been used as a guarantee for the revenue
bonds which would have been issued to purchase Galveston County
Menorial Hospital by UTMB.  Surely your philosophy cannot be conpatible
with that which is evident in the recent series of financial

activities in connection with private practice purchases and the
establishment of clinics in affluent areas in Galveston County and
surrounding Counties. Do you consider the $29,000,000.00 in

MSRDP at UTMB Gal veston "an institutional trust fund", as it has
apparently been described to Lt. Governor Bullock? Are you

satisfied with the oversight, if any, in these transactions?

| urge you to read ny letters carefully and read the replies
received as well. Sone abuses of public funding seem obvious.
The changes required seem even more obvious. The phil osophy
expressed in this correspondence to ne cannot be Texas public

policy as we know it.

Thank you,
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Following Dr. Jahadi’s presentation, Beverly Lews, MD.,
Representative of the Galveston Physicians Services
Associ ation and Menber of the Texas Medical Association
Town- Gown Review Committee, reported that M. A R
"Babe" Schwartz, attorney at law, could not attend the
meeting as originally scheduled due to a commtnent in
Austin, and Dr. Lewis then read and submtted for the
record the following letter from M. Schwartz:

A. R. “BABE" SCHWARTZ
ATTORNEY AT LAW

POST QFFICE BOX 3 ivd
GALVESTON, TEXAS 77532

May 11, 1995 TEL gmHONE

(409) 744-3531
15121 474-6876
Chairman and Members of the Board of Regents

of the University of Texas System

Meeting in Galveston, Texas

Dear Chairman Rapoport:

I am unable to be present today because of my duties in Austin, but
wanted to first thank you for permitting the Gulf Coast Private Physicians
Group to appear and present their problems to the 8oard at your meeting in
Galveston, where the crisis is greatest in the UT System,

I would ask the Board to Sseriously consider the circumstances existing
in our area and the dilemma facing local physicians andSt. Mary"s Hospital.

In all of my twenty-five years in the legislature, and specifically the
eleven years as a member of the Senete Finance Committee and every Conference
Committee that wrote &n Appropriations Bill, 1 never heard a suggestion that
the University of Texas Medical Branch at Galveston should engage in the
private practice of medicine aggressively through off-campus clinics, and
purchases of medical practices to compete aggressively with private practitioners
for profit.

During my fifteen years as a lobbyist, | am unaware of any suggestion by
a legislative body, committee, or state official, that aggressive competitive
policies utilizing state funds should be pursued for Profit under the guise of
teaching primary care physicians.

Dr. Mullins, in his letter to Dr. Jahadi for the Regents, stated only
that the "Legislature has indicated in the past" the need to develop additional

local income.
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Chairman Rapoport and Members of the Board of Regents
of the University of Texas System

May 11, 1995

Page 2

Comptroller John Sharp, in the 1991 Performance Review, includes as
recommended policy that publicly funded medical schools should participate in
solving the state"s problems of physician maldistribution through redesign,
not expansion, of their instructional programs.” [ hope the Board will endorse
that policy and adopt a policy of strict oversight as well.

We have included a copy of SCR124, by Senator zaffirinf, in your materials
and it seems to present a beginning point far that oversight process. The
proposed rider which is included represents my best effort to end the present
policy of state-funded competition for profit which exists in our areaand
has begun in others. Certainly, medically under-served areas should take
priority in clinic establishment expansion, and not the elimination of private
practitioners already serving that area, This policy, for which the Board
is blamed, cannot be based on past or present legislative urging or any policy
of the Board of Regents known to me.

| urge you to take-back"the policy making function and institute a
policy and philosophy consistent with health care delivery practices without
the aggression and ill-will we see in our area.

Adopting John Sharps 1991 recommendations would be a good start.
Adopting the suggested rider as Board policy would attack the problem at
its heart,. A version of Senator Zaffirini*s Resolution might prepare the
state for some of the major problems of health care delivery systems in the

future.

Sincerely,

A .CLZ/E

A. R. Schwartz
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SCHEDULED MEETI NG - - Chai r man Rapoport announced that the next
schedul ed neeting of the U T. Board of Regents would be held
S

on August 10, 1995, at The University of Texas at San Antonio.

ADJOURNMENT. - - There being no further business, the neeting was
adj ourned at 4:10 p.m

/sl Arthur H Dlly
Executive Secretary

May 23, 1995
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