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MEETI NG NO. 889

FRI DAY, JANUARY 5, 1996.--The nenbers of the Board of Regents
of The University of Texas System convened via tel ephone con-
ference call at 10:05 a.m on Friday, January 5, 1996, on the
ninth floor of Ashbel Smth Hall at 201 Wst Seventh Street
in Austin, Texas, with the follow ng 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
Executi ve Vi ce Chancell or Burck
Executive Vice Chancellor Millins

In accordance with a notice being duly posted with the Secre-
tary of State and there being a quorum present, Chairnman
Rapoport called the neeting to order. He announced that the
sol e purpose of this special nmeeting was to consider the three
itens which had been previously distributed to the Board.

1. 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 Pernmanent University Fund
Ref undi ng Bonds, Series 1996, in an Anmount Not to Exceed
$280, 000, 000, and Approval of the Oficial Statenent;

Aut hori zation for Sale of the Bonds to J.P. Mbdrgan Secu-
rities, Inc., New York, New York, and Morgan Stanley &
Co., Incorporated, New York, New York; Appointnent of
Vinson & Elkins, L.L.P., Austin, Texas, as Bond Counsel;
Texas Commerce Bank, N. A, Austin, Texas, as Escrow
Agent; Texas Treasury Safekeeping Trust Conpany, Austin,
Texas, as Paying Agent; and KPMG Peat Marwick, L.L.P.
Houst on, Texas, as Escrow Verification Agent; and

Aut hori zation for Oficers of U T. Systemto Conplete
Al l Transactions. --Foll ow ng openi ng remarks by Execu-
tive Vice Chancell or for Business Affairs Burck and upon
notion of Regent Evans, seconded by Regent Lebernmann,

t he Board:

a. Adopt ed the Resolution and approved the
Oficial Statenment (in the formon file in
the Ofice of the Board of Regents) to
aut hori ze the issuance of Board of Regents

*Vi ce- Chai rman Hi cks was excused because of a previous conmt-
ment .
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of The University of Texas System Permanent
Uni versity Fund Refundi ng Bonds, Series 1996,
in an aggregate principal anmount not to
exceed $280, 000,000, with a final maturity
not to exceed 2013 to be used to pay issu-
ance cost and refund up to $246, 185, 000 of
The University of Texas System Permanent
Uni versity Fund Bonds, Series 1988, 1991,
and Refundi ng Bonds 1992B, with a net
present value savings to the U T. System
of at least 4.5% of the refunded bonds

b. Aut hori zed the sale of the Pernmanent Uni -
versity Fund Refundi ng Bonds, Series 1996,
to J.P. Morgan Securities, Inc., New York
New York, and Morgan Stanley & Co., Incor-
porated, New York, New York

C. Appointed Vinson & Elkins, L.L.P., Austin,
Texas, as Bond Counsel

d. Appoi nted Texas Conmerce Bank, N A,
Austin, Texas, as Escrow Agent

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

f. Appoi nted KPMG Peat Marwi ck, L.L.P.
Houst on, 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.

The Permanent University Fund ("PUF") Bonds, Series 1988,
were issued in April 1988 in the aggregate anount of
$100, 000,000 with a final maturity of 2001. The

out st andi ng bonds, $50, 000, 000, carry coupon rates of
6.00% - 7.00% The bonds are callable July 1, 1998, at
par. The PUF Bonds, Series 1991, were issued April 1991
in the aggregate anount of $254,230,000 with a final
maturity of 2011. The outstandi ng bonds, $224, 930, 000,
carry coupon rates of 5.90%- 9.50% The bonds are
callable July 1, 2001, at a price of 102% July 1, 2002,
at 101% and July 1, 2003, at par. The PUF Refundi ng
Bonds, Series 1992B, were issued in April 1992 in the
aggregate anount of $80,000,000 with a final maturity

of 2013. The outstandi ng bonds, $75,370,000, carry
coupon rates of 5.10% - 6.25% The bonds are call able
July 1, 2002, at par. Wth interest rates at current

| evel s, refundi ng bonds could be issued for selected
maturities to create annual debt service savings of up
to $800, 000 and to produce a net present val ue savings
in excess of 4.5% of the refunded bonds. A m ni num
percentage of 4.5%is considered appropriate based on

i ndustry standards. Under present U S. Treasury Tax
Rul es, bonds may be refunded once prior to their cal
date, normally ten years fromissuance.



2.

U. T. Board of Regents: Adoption of Fourth Suppl enental
Resol ution Approving and Aut horizing the |Issuance of
Board of Regents of The University of Texas System
Revenue Fi nanci ng System Bonds, Series 1996 A & B, in an
Aggr egate Anpbunt Not to Exceed $350, 000, 000, and
Approval of the Oficial Statenent; Authorization for
Sale of the Bonds to Lehman Brothers, New York, New
York; Appointnent of McCall, Parkhurst & Horton, L.L.P.
Dal |l as, Texas, as Bond Counsel; Wckliff & Hall, P.C |
Austin, Texas, as Special Counsel to the Board;

Ful bright & Jaworski, L.L.P., Austin, Texas, as Disclo-
sure Counsel; Texas Commerce Bank, N. A, Austin, Texas,
as Escrow Agent; Texas Commerce Bank, N A, Austin,
Texas, as Paying Agent; and KPMG Peat Marwick, L.L.P.
Houst on, Texas, as Escrow Verification Agent; Authoriza-
tion for Oficers of U T. Systemto Conplete Al Trans-
actions; and Approval of Use of Revenue Financing System
Parity Debt, Receipt of Certificate, and Fi nding of Fact
with Regard to Financial Capacity.--The Board, upon
notion of Regent Lebernmann, seconded by Regent Evans:

a. Adopt ed the Fourth Supplenental Resolution
and approved the Oficial Statenent (in
the formon file in the Ofice of the
Board of Regents) to authorize the issu-
ance of Board of Regents of The University
of Texas System Revenue Fi nancing System
Bonds, Series 1996 A & B, in an aggre-
gate princi pal anobunt not to exceed
$350, 000, 000, with a final maturity not
to exceed 2017 to be used to refund
Revenue Fi nanci ng System Conmerci al Paper,
Series A, to provide new noney to fund
construction and acquisition cost of proj-
ects in the Capital Inprovenment Plan, to
advance refund a maxi num of $62, 065, 000 of
the Board of Regents of The University of
Texas System Revenue Fi nanci ng System
Bonds, Series 1991 A & B, and to pay issu-
ance cost. The refunding portion of the
bond i ssue may be sold if the net present
val ue savings to the U T. System of at
| east 3.5% of the refunded bonds are real -
i zed.

b. Aut hori zed the sale of the Revenue Fi nanc-
ing System Bonds, Series 1996 A & B, to
Lehman Brothers, New York, New York, and
ot her underwriters to be naned by an
Aut hori zed Representative

C. Appoi nted McCall, Parkhurst & Horton, L.L.P.
Dal | as, Texas, as Bond Counsel; Wckliff &
Hall, P.C., Austin, Texas, as Speci al
Counsel to the Board; and Ful bright &
Jaworski, L.L.P., Austin, Texas, as Disclo-
sure Counse

d. Appoi nted Texas Conmerce Bank, N A, Austin,
Texas, as Escrow Agent

e. Appoi nted Texas Conmerce Bank, N A, Austin,
Texas, as Payi ng Agent
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f. Appoi nted KPMG Peat Marwi ck, L.L.P.
Houst on, 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 transactions as provided
in the Resol ution.

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 Aut horized Representative as set out on Page 6 , 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

b. Sufficient funds will be available to
meet 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 rements of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System

C. The "nmenbers" as such termis used in the
Mast er Resol ution, possess the financial
capacity to satisfy their Direct (bliga-
tion as defined in the Master Resolution
relating to the issuance by the U T.
Board of Regents of tax-exenpt Parity Debt

d. This resolution satisfies the official
intent requirenents set forth in Sec-
tion 1.150-2 of the U S. Treasury Regu-
| ati ons.

At the May 1995 neeting, the U T. Board of Regents
adopted the Third Suppl enental Resol ution authorizing the
i ssuance of the Series 1995A Revenue Fi nancing System
Bonds and additional bonds to be issued later in the
fiscal year. The authorization to issue the additional
bonds under the Third Suppl enmental Resolution is repeal ed
by the Fourth Suppl enental Resolution. The Fourth Sup-

pl enmental Resolution allows the U T. Systemto conbine
several financings and to provide tax-exenpt financing
for building acquisitions that contain limted private
use.

Proceeds fromthe Revenue Fi nanci ng System Bonds,

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




A portion of the proceeds, $106, 855,000, of the Revenue
Fi nanci ng System Bonds, Series 1996B, will be used to
refund Revenue Fi nanci ng System Conmerci al Paper, Series
A Notes. The Notes are used to provide interimfinancing
during the construction of auxiliary projects. This

met hod of financing allows the conponent institutions to
pay short-termrates and does not require any
anortization of the debt during the construction phase.
Once the project construction is conpleted, the
commerci al paper debt is converted to fixed rate debt and
anortization begins. |In addition, proceeds in the anount
of $88, 000,000 will be used to acquire the Doctors Center
for The University of Texas Health Science Center at
Houston for a maxi mum of $48, 000, 000 (see Item 3),
$32,500,000 will be used to fund construction of the
Bertner Conplex at The University of Texas M D. Anderson
Cancer Center, and to acquire buildings and | and at The
University of Texas Sout hwestern Medical Center at Dall as
for a maxi mum of $7, 500, 000.

The remai ni ng proceeds woul d be used to pay issuance
cost, provide for an original issue discount, and to
advance refund the Revenue Fi nanci ng System Bonds,

Series 1991 A & B, maturing in the years 2002 - 2013 in

t he aggregate amount of $62, 065, 000. These bonds were
issued in March 1991 in the aggregate anounts of

$187, 535,000 for the Series 1991A Bonds and $91, 045, 000
for the Series 1991B Bonds. The outstandi ng bonds carry
coupon rates of 6.00% - 6.75% The bonds are call able
August 15, 2001, at a price of 102% of par. Wth
interest rates at current |levels, refunding bonds could
be issued for such maturities to create annual debt
service savings of up to $260,000 per year. In addition,
current rates woul d produce a net present val ue savi ngs
in excess of 4.5% of the refunded bonds, which normally
is the m nimum goal, however a ratio of 3.5% was
requested as a m ni num based on the need to provide
flexibility in the financing plan. 1In the aggregate, the
bond sale will enhance the ability of the U T. Systemto
finance all the projects, including the Doctors Center

whi ch has sone private use. Under present U S. Treasury
Tax Rul es, bonds nay only be advance refunded once prior
to their call date, normally ten years.



PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATI VE

1, the undersigned_ Assistant Vice Chancellor for Finance of
The University of Texas System a U T. system Representative
under the Amended and Restated Master Resolution Establishing
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991 and amended on
October 8, 1993 (ft he Waster Resolution"), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5 (a) (ii) of the Master Resolution in
connection with "the authorization by the Board to issue
"parity Debt" pursuant to the Master Resolution to finance the
cost Of construction of eligible projects, and do certify that
to the best of ny know edge the Board of Regents is in
conpliance with all covenants contained in the Mster
Resolution, First Supplenental Resolution Establishing an
Interim Financing Program the Second Supplenental Resol ution,
and the Third Supplenental Resolution and is not in default of
any of the terns, provisions and conditions in said Master
Resol ution, First Sugﬁ!enental Resol ution, Second Supplenental
Resolution, and the Third Supplenental Resolution as amended.

7
is \5/- _ day of

EXECUTED

7 1996

[

Asgistant Vice Chancellor




3.

U T. Health Science Center - Houston: Authorization to
Purchase Approxinately 2.043 Acres of Land and | nprove-
nents Located at 7000 Fannin Street (Doctors Center),
Houston, Harris County, Texas; Authorization to Submt

t he Purchase to the Coordi nating Board; Authorization to
Sell the Operations Center Building and Associ ated Land
of Approxinately 16.78 Acres; Authorization for Executive
Vi ce Chancellor for Business Affairs to Execute Docu-
nents; and Approval for Use of Revenue Fi nancing System
Parity Debt, Receipt of Certificate, and Fi nding of Fact
wth Regard to Financial Capacity.--Executive Vice
Chancel | or for Business Affairs Burck reported that in
August 1995 and Novenber 1995 the Board was i nfornmed
that negotiations were in progress to purchase the
Doctors Center |ocated in the Texas Medical Center at
the corner of Fannin Street and Galen Street in Houston,
Texas, for the benefit of The University of Texas Health
Sci ence Center at Houston. The property contains
approxi mately 2.043 acres of land, a 26-story office
buil ding with approxi mately 342,000 gross square feet of
space, and a five-story parking garage of approximately
385, 000 square feet with space for 1,000 cars. The U T.
Heal th Sci ence Center - Houston is currently |easing
approxi mately 183, 700 rentable square feet in the build-
ing at an annual |ease cost of $4,800,000 per year. Wth
t he eventual sale of the Operations Center Building and
associ ated acreage, the U T. Health Science Center -
Houst on desires to consolidate as nuch as possible the
academ c and adm nistrative functions into the Doctors
Center, an objective which may require three to five
years to conplete. Proceeds fromthe sale of the
Qperations Center Building will be applied toward a
reduction in the debt financing of the Doctors Center.

Foll ow ng a detail ed discussion and upon notion of Regent
Tenpl e, seconded by Regent Lebernann, the Board:

a. Aut horized the U. T. Health Science Center -
Houston to purchase all of Reserve "A"
of Doctors Center, Section One (1), approxi-
mately 2.043 acres of |and and i nprovenents
| ocated at 7000 Fannin Street in Houston,
Harris County, Texas, for $48, 000, 000 plus
related cl osing costs

b. Aut hori zed the U T. Health Science Center -
Houston to submt the transaction to the
Texas Hi gher Education Coordi nating Board
for approval

C. Aut horized the U. T. Health Science Center -
Houston to sell the Operations Center
Bui | di ng and associ ated | and of approxi -
mately 16.78 acres at fair market val ue as
supported by an i ndependent MAlI appraisa

d. Aut hori zed the Executive Vice Chancel lor for
Busi ness Affairs, or his designee, to exe-
cute all docunents pertaining to the trans-
actions follow ng approval by the Ofice of
CGeneral Counsel .



In conpliance with Section 5 of the Anended and Rest at ed
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 Aut hori zed Representative as set out on Page 9 |,

the Board resolved that:

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

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

C. U T. Health Science Center - Houston,
which is a "Menber" as such termis used
in the Master Resol ution, possesses the
financial capacity to satisfy its Direct
ol igation as defined in the Master Reso-
lution relating to the issuance by the
U T. Board of Regents of tax-exenpt
Parity Debt in the anpbunt of $48, 000, 000

d. This resolution satisfies the official
intent requirenents set forth in Sec-
tion 1.150-2 of the U S. Treasury Regu-
| ati ons.

This acquisition is included in the FY 1996-2001 Capital
| mprovenent Pl an and the FY 1996 Capital Budget with
funding in the anmount of up to $50, 000, 000 from Revenue
Fi nanci ng System Bond Proceeds. However, due to the

| ower negotiated contract price, financing with bond
proceeds will total $48, 000, 000.

The debt is to be repaid fromcurrent fund revenues
presently used for paynent of annual | ease paynents
totaling $4,800,000 by the U T. Health Science Center -
Houston and | ease receipts fromother tenants in the
buil ding. The forecast assunes a $26 per square foot
rate for the U T. Health Science Center - Houston to be
all ocated to the various departnents occupying space in
the building with annual inflation adjustnents of 3%

t hrough 2000. Additionally, other |ease space incone is
forecasted at existing |ease terns with future annual
inflation adjustnents upon renewal of 3% through 2000.
Operating expenses for the facility are based on his-
torical levels and adjusted annually for inflationary
gromh. The acquisition will be financed with long-term
bonds wth an expected 6% interest rate, resulting in
forecasted annual debt service requirenents of

$4, 184, 859.

Net receipts after operating expenses are forecasted to
range from$5 - $6 mllion annually, resulting in debt
service coverage ratios between 1.20 tinmes to 1.45 tines



coverage. The analysis reflects a slight decline in

| ease receipts and debt service coverage during FY 2000,
due to expiring lease ternms of other tenants whose space
will be vacated, but overall the forecast reflects
sufficient debt service covera%e levels. Plans will be
devel oped to occupy any available space with staff
Fresently in the Qperations Center Building or other
eased facilities in the Texas Medical Center.

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 Amended 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 Master Resolution to finance the
cost of construction of eligible projects, 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

Resol ution, First Supplenmental Resolution Establishing an
Interim Financing Program the Second Supplenental Resolution,
and the Third Supplenental Resolution and is not in default of
any of the terns, provisions and conditions in said Mster
Resol ution, First Supplenental Resolution, Second Supplenental
Resolution, and the Third Supplenental Resolution as anended.

—

EXECUTED thig & 7 o f , 1996

7,

Assistant Vice Chancellor for Finance




ADJOURNMENT. - - Chai r man Rapoport announced that the purpose
for which this neeting was schedul ed had been conpl eted and
the neeting was duly adjourned at 10:25 a. m

/sl Arthur H Dlly
Executive Secretary

January 10, 1996



