MATERIAL SUPPORTING THE AGENDA
VOLUME XXXIXb

This volume contains the Material Supporting the Agenda furnished

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

February 13, 1992
March 17, 1992
April 8-9, 1992

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

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

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

Yellow paper - emergency items distributed at the
meeting.

Material distributed at the meeting as additional documentation
is not included in the bound volume, because sometimes there is
an unusual amount and other times some people get copies and
some do not get copies. If the Executive Secretary was fur-~-

nished a copy, then that material goes into the appropriate sub-
ject file.
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BOARD OF REGENTS
OF
THE UNIVERSITY OF TEXAS SYSTEM

CALENDAR
Place: Room 401, Robert R. Muntz Library
The University of Texas at Tyler

3900 University Boulevard
Tyvler, Texas

Host Institution: The University of Texas at Tyler

Thursday,-February 13, 1992

10:00 a.m. Convene in Open Session with
recess to Executive Session
as per the agenda

See Pages B of R 1 - 201
Items A - P

Telephone Numbers

President Hamm's Office (903) 566-=7100

Robert R. Muntz Library
(for calls during the meeting) (903) 566-7345

Ramada Hotel
5701 South Broadway (903) 561-5800
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DIRECTIONS
TO
ROBERT R. MUNTZ LIBRARY
THE UNIVERSITY OF TEXAS AT TYLER

From Interstate Highway 20:

1.

Drive to Tyler via Interstate 20, exit onto Highway 69 or
271;

Follow highway into the northern edge of Tyler, and
turn left onto Loop 323 (see inset map of Tyler):

Follow Loop 323 around to the south east section. Turn
right onto Spur 248, drive east to Patriot Drive (about
1/2 mile). It intersects Spur 248 toward the bottom of
a long hill.

Turn left onto Patriot Drive, turn right onto Campus
Drive at the brick sign which identifies UT Tyler.
At the second right, turn into the parking lot for the
Muntz Library.

Via Highways 110 West, 64 West, 31 West, 155, 69 South,
or 110 South:

1.

2.

Upon reaching Loop 323, turn right, follow the Loop to
Spur 248, turn right.

Follow dirqctions in nos. 3 and 4 above.

Via Highways 31 East or 64 East:

1.

Turn left onto Loop 323, then follow directions in
nos. 3 and 4 above.

FOR CLARIFICATION OF DIRECTIONS, CALL (903) 566-7340.
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POINTS OF INTEREST

BROOKSHIRES' WORLD OF
WILDLIFE MUSEUM, 1600
WSW Loop 323 & 01d
Jacksonville Hwy.

CALDWELL Z00
2203 Martin Luther King

CARNEGIE HISTORY CENTER
Corner of EIm & College

GOODMAN MUSEUM
624 N. Broadway

HUDNALL PLANETARIUM
1200 S. Mahon

McCLENDON HOME
806 W. Houston

ROSE GARDEN
1900 W. Front

TYLER MUSEUM OF ART
1300 S. Mahon

WHISTLESTOP RANCH RAILROAD

MUSEUM, CR 150, Flint
1991 EVENTS

TYLER TRADES DAY

EISENHOWER INTERNATIONAL
GOLF CLASSIC

NOONDAY ONION FESTIVAL

EAST TEXAS FAIR

TEXAS ROSE FESTIVAL

1992 EVENTS

AZALEA & SPRING FLOWER
TRAIL

RESORTS & CAMPGROUNDS

E. TEXAS FAIR GROUNDS
411 W. Front

DEEP END MARINA
FM 1892,Lake Palestine

534-2169

593-0121
593-7989
531-1286
510-2249
592-3533
531-1213
595-1001
894-6561

ea 3rd wknd
May 6

June 8

Sept 23-28
Oct 16-20

Mar21-Apr5

597-2501
876-3822

GARDEN VALLEY RESORT-OTAKA,

INC. Hwy. 1995
HOLLY LAKE RANCH

Hawkins, Texas
LAKE OF THE WOODS

882-6107
769-2138

Hwy. 155, Lake Palestine 825-7755
LAKE TYLER MARINA & RV PARK

FM 346, Lake Tyler

McDONALD FARMS & CAMP-
GROUNDS,Lake Tyler/E

PINE COVE CONFERENCE CTR.
Lake Placid Rd.

PINEY WOODS RESORT
Hwy. 16

SHILOH PINES
2525 Shiloh Rd.

SKY RANCH
Group Bookings Only
FM 448/S, Van, Texas

THE VILLAGES RESORT
FM 2661,Lake Palestine

TYLER 554 CAMPGROUNDS
Interstate 20

TYLER STATE PARK
Hwy. 14

839-4800
859-3484 -
561-0231
858-2405
561-3621

(Texas #) 800-962-2267

569-3482
561-1153
882-6481
597-5338
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882-6145 {50 rms)

. ECONOLODGE

3209 Gentry Parkway
593-0103 (51 rms)

Hwy. 69N at Loop 323
£95-2451 (197 rms) 18.

12. QUALITY INN

Hwy. 69N at Loop 323
593-8361 (130 rms)

4. HOLIDAY INN S/E CROSSING * 19.
3310 Troup Hwy. (Hwy 110) 13. TYLER INN & CONFERENCE CENTER*
593-3600 (162 rms) 2843 WNW Loop 323

597-1301 (150 rms)

5, LA QUINTA MOTOR INNK * 20.
1601 wSW Loop 323 14, STRATFORD HOUSE
§61-2223 (130 rms) 2600 WNW Loop 323

597-2756 {40 rms)

6. LAKE PALESTINE MOTOR INN *

(private boat ramp & dock) 15, ECONOLODGE 21.

876-4711 (33 rms) 877-9227 (60 rms) §92-2221 (5 rms)
7. DIXIE MOTEL 16. TWELVE OAKS MOTOR HOTEL 23. BLUEBIRD HILL
1812 £, Gentry 3100 WNW Loop 323 County Rd. 128
593-2556 (28 rms) 595-1081 (40 rms) Neighbors Road
Tyler, Texas 75710
8. PARK INN TYLER * 581-04258 {3 rms.)
Hwy. 69N & Loop 323
593-7391 (125 rms) 24. COUNTY CREEK
Fm. #344, Bullard, 75757
9. RAMADA HOTEL * P. 0. Box 105
5701 5. Broadway 8948302
561-5800 (186 rms)
TRANSPORTAT ION
ADVANTAGE RENT-A-CAR EXECUTIVE LIMOUSINE SERVICE
3110 SSW Loop 323 561-8202 Tyler Pounds Field 593-3347
HERTZ CAR RENTAL SMITH CD. SR. CITIZENS MINIBUS
Pounds Field 593-2324 1915 Garden ¥alley Rd. 593-7650
RENT-A-RIDE TAXI CAB CO. OF TYLER
1805 W, Erwin 592-377% 425 N, Bois D'Arch §92-3232
THRIFTY CAR RENTAL (Shuttle to all airports)
Tyter Pounds Field 593-6404
¥ URGE YOU T0 D0 SUSINESS WITH Ot OMMBER MEMDERS AMD TELL'EM THEIR CWAMMER SENT YO 11
ST 1 CATERERS
AIRLINE RESTAURANT, 54 West (Airport), 597-3182 JOSEPMSS OF TYLER, Rt. 15, Box 244, 581-7136
BARNIN'S RESTAURANT, 113 £. Erwin 593-4030 TERI'S TASTIES, 17625 01d Henderson, 592-0637
BWAK-EVED PEA, 322 ESE Loop 313, 581-02a2 TYLER WONAN'S BLDE., 911 S. Brosdway, 5953822
CACE'S SEAFOOD, 7011 5. Brosdway, 581-0748
CAPTAIN D'S, 1021 E. Fifth, $97-9588 MEXICAN
CATFISH COWE, 8003 5. Srosdwsy, 581-2709
CATFISH KING, 2001 WSW Loop 323, 561-7330 CASA (LE' OF TYLER, 5105 S. Srosoway,  534-1951
1216 5. Beckhem 592-8845 LA PASADA, 2500 E. Fifth 597-2523
OIILI'S, S31 WSW Loop 323, 581-7812 MERCADG MEXICO CAFE, 2214 WSW Loop 323 534-1734
COFFEE LAMDING, (Leks Paisstine) Hwy. 155/5, 876-4923 PAPMCITA'S, 3716 Southpark, 581 .7433
COUNTRY TAVERN, Hwy 3L W of Kilgore, 9849954 SOMBRERG' S, 5225 S. Brosdway 593-3663
DAIRY QUEEN, Seversl Locations, 361.2972 TACO BELL, 1224 £. 5th St, 592-6391
DENNY'S, 1603 WSW Loop 323 $81-5500 2611 Gentry Plwy, 5971766
GIUSEPPE SEAFOOD/CONT*ML, 212 Grande Blvd.  534-0265 121 WSW Loop 323, 361-7408
GOLDEN CORRAL, 420 WSW Loop 323 5340281 ORIENTAL
COOD FIXINS, Gen Wheoler, Texas 852-3569
SRAKDY'S, 701 WM Loop 323, 5619618 CHINATOWN BRIFFET/SZECHUAN, 3320 Troup Hwy $97-3377
1226 S. Beckhes, 593-8362 GOLDEM CRINA REST,,2123 WSW Loop 323 5345898
HERMAN'S MIMDMILL, 305 S. Broadwey $93-1608 LIANG'S CHINESE REST, 1828 €SE Loop 323, 393-7883
HICKORY FARE BAR-8-QUE, 2333 £SE Loop 323,  561-8881 SAKURA JAPAMESE REST, 5515 S. Browdway  534-1155
HOFFBRAU STEAKS/Sth ST.DYSTER, 2105 £/5th St, 593-6211 SZECHUAN CHINESE R£ST, 6421 S.Brostway 581.4310
INTL. HOSE OF PANCAKES, 115 WSW Loop 323,  561-1133 WONG'S STEAKNSE/CHINESK, 2101 ESE Loop 323 561-2659
JASON'S DELI, A740 S. Srosoway, 561-5380
JERADLAM'S BAR B QUE, ¥. Front & Loop 323 $92-8078 [2¢77Y
LOGCING RESTAURANT, 137 S. Glenwaod, 595-5022
MCOONALD'S, 1300 S. Beckham, 59789121 BRUMG'S PIZZA, 4400 S. ¥ine 595-1676
3109 W. Gantry Piwy. 561-0018 DOMING'S PIZZA, 631 N, Bromdway 592-4432
a0l4 S. Browdway $61-7204 MEN'S PIZZA, 2605 E. Fifth, $92-0897
2034 €5€ Loop 323 597-0898 40% W, Front, 595-2615
MY PERSONAL CHEF, 108 ¥. Erwin 592-2433 4500 5/Brosdway, 5615920
OXFORD STREEY REST. & PUB, 3300 Troup Hwy,  593-2655 LITTLE CAESAR'S PIZIA, 1735 Troup Hwy, 592-7784
PAULINE' S COUNTRY BUFFET, 3040 W. Gentry Pkwy 592.1955 MAZZIO'S, 2222 €SE Loop 323, 593-1818
POPEYE'S FRIED CHICKEN, 5707 . Brosdwsy,  581-5745 MR, GATTI'S, 2202 E. 5th St, 5975537
701 W. Gentry Plwy. 581.2559 PLIZA WOTS OF 119 -
gmm' 1500 WS Laog 323, 617760 TYLER, 2119 ESE Loop 323  581-7785
OTISKY'S, 711 S. Beckhem, 592-8390
SHONEY*'S, 3701 Troup Hwy, 534-1480 TEARON & COTEL v
SOMIC ORIVE INN, 5611 S. Broadway 561-9867 AMMIE'S TEAROOM, 106 ¥. Grove, £36-8303
SWEET SUE'S, 3350 SSW Loop 323, 581 -5454 COUNTRY COFFEE NWOWSE, 1801 5. Sroadway 5938420
WCSTERN SIZZLIN, 3521 S. Brosdway, 561-7345 THE HOMEY TREE, 21! Shelley Dri 5615329
WHATABURGER #32, 1735 Beckhem 593-6081 POTPORRI ¢ iy
HOUSE, 2301 S, Broscwsy, 592.4172
CATETERIAS TYLER SQUARE ANTIOUE TEA ROOM 117 S.Browy $93-caas
LUSY'S, 1815 Roseland, 597-2901 O63, 0ONTS, ANLS, ETC.
00 Rige Rowd, .
WIATI'S, 1221 S, Backhes, :i_ﬁ: i MIM, 403 Troup ey, 61-9can
Broacway Sq. Mall 561 NUT N FANCY SMERY, 1541 014 Trowp iy, 3956061
’ ~4453 YILLAGE BAKERY, 111 E. Eighth, $92-1011
DIMER & DHEATRE
SACKSTAGE CAFE & SRICKSTREET PLAYMOUSE
Midtown Art Center, 1014 ¥, Houston $92-1859

Hwy. 155 South

1-20 & Hwy.155/N

8ED & BREAKFAST

ANNIE'S BED & BREAKFAST
106 W. Groves

Big Sandy, Texas 75703
(903)636-4303 (13 rms)

ENGLISH HEARTH

540 E. Paso

Jacksonville, Texas 75766
(903)586-1827 (3 rms)

MARY'S ATTIC
417 S. College, 75702
592-5181 (5 rms)

MUNZESHE IMER MANGR
202 N. Newsom
Mineola, Texas 75773
(903)569-6634 (4 rms)

ROSEVINE INN
415 5. Vine Ave. 75702
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AGENDA FOR MEETING
OF
BOARD OF REGENTS
OF
THE UNIVERSITY OF TEXAS SYSTEM

Date: Thursday, February 13, 1992
Time: 10:00 a.m. Convene in Open Session with
recess to ExXecutive Session
as per the agenda
Place: Room 401 (Open Session) and Room 422 (Exec-
utive Session), Robert R. Muntz Library
U. T. Tyler
A. CALL TO ORDER
B. WELCOME BY PRESIDENT HAMM
C. APPROVAL OF MINUTES OF REGULAR MEETING
HELD DECEMBER 5, 1991
D. SPECIAL ITEMS

1. U. T. Board of Regents: Recommendation to Autho-
rize the Restructure of the Permanent University
Fund Refunding Bonds, Series 1985, Escrow Account;
Appoint Vinson & Elkins, Austin, Texas, as Bond
Counsel, and Ernst & Young, Tucson, Arizoha, as
Escrow Verification Agent; and Authorize Officers
of U. T. System to Complete All Transactions.--

RECOMMENDATION

The Chancellor concurs in the recommendation of the Act-
ing Executive Vice Chancellor for Asset Management that
the U. T. Board of Regents:

a. Authorize the restructure of the Perma-
nent University Fund Refunding Bonds,
Series 1985, Escrow Account as provided
under the Escrow Agreement by the sale
and purchase of U. S. Treasury securi-
ties to provide for a more efficient
refunding of the Permanent University
Fund Refunding Bonds, Series 1985

b. Appoint Vinson & Elkins, Austin, Texas,
as Bond Counsel

C. Appoint Ernst & Young, Tucson, Arizona,
as escrow verification agent

d. Authorize certain officers and employees
of the U. T. System to take any and all
steps necessary to carry out the inten-
tions of the U. T. Board of Regents to
complete the transactions as provided in
the Resolution.

BofR-1



BACKGROUND INFORMATION

In order to reduce the amount of the Series 1992A Bonds, the
restructure of the escrow account created in 1985 with the
issuance of the 1985 bond issue is recommended. This escrow
account is considered in determining the restricted yield in
the new escrow account created from the refunding of the
Series 1985 bonds.

2. U. T. Board of Regents: Recommendation to Adopt Resolu-
tion Approving and Authorizing the Issuance of Permanent
University Fund Refunding Bonds, Series 1992A, in an
Amount Not to Exceed $205,000,000; Authorize the Sale of
the Bonds to J. P. Morgan Securities, Inc., New York,
New York; Appoint Vinson & Elkins, Austin, Texas, and
Lannen & Moye, Dallas, Texas, as Co-Bond Counsel,
Ameritrust Texas, N. A., Austin, Texas, as Escrow and
Paying Agent, and Ernst & Young, Tucson, Arizona, as
Escrow Verification Agent; and Authorize Officers of
U. T. System to Complete All Transactions.--

RECOMMENDAT ION

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

a. Adopt the Resolution substantially in the
form set out on Pages B of R 4 - 100 to
authorize the issuance of Permanent Univer-
sity Fund Refunding Bonds, Series 1992A, in
an amount not to exceed $205,000,000 and a
final maturity of July 1, 2013, to be used
to refund $168,370,000 of Permanent Univer-
sity Fund Refunding Bonds, Series 1985,
with a net present value savings to the
U. T. System of at least $5,000,000

b. Authorize the sale of the Permanent Univer-
sity Fund Refunding Bonds, Series 1992A, to
J. P. Morgan Securities, New York, New York

c. Appoint Vinson & Elkins, Austin, Texas, and
Lannen & Moye, Dallas, Texas, as Co-Bond
Counsel

d. Appoint Ameritrust Texas, N. A., Austin,
Texas, as Escrow and Paying Agent

e. Appoint Ernst & Young, Tucson, Arizona, as
Escrow Verification Agent

f. Authorize certain officers and employees of
the U. T. System to take any and all steps
necessary to carry out the intentions of the
U. T. Board of Regents to complete the trans-
actions as provided in the Resolution.

B ofR-2



BACKGROUND INFORMATION

Interest rates on tax-exempt securities are currently at a
twenty year low. The Permanent University Fund Refunding
Bonds, Series 1985, are the highest rate debt of the U. T.
System with rates as high as 9%. Present value savings to
the U. T. System of at least $5,000,000 can be achieved by
the sale of the Series 1992A Bonds. The Series 1985

bonds may be called on July 1, 1995. The callable bonds
total $168,370,000. An escrow account will be established
upon closing of the bond sale and will be funded with the
proceeds of the sale. U. S. Government securities will be
purchased to provide all necessary debt service on the
bonds. A legal defeasance of the bonds will result.

Bof R -3



DRAFT
January 21, 1992

RESOLUTION

authorizing the issuance, sale and delivery of

Board of Regents
of

The University of Texas Systenm
Permanent University Fund Refunding Bonds

Series 1992A

and approving and authorizing instruments and procedures

relating thereto

B ofR- 4
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RESOLUTION AUTHORIZING THE ISSUANCE, SALE AND
DELIVERY OF BOARD OF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND
REFUNDING BONDS, SERIES 1992A, AND APPROVING
AND AUTHORIZING INSTRUMENTS AND PROCEDURES

REIATING THERETO

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

WHEREAS, the Board heretofore has authorized, issued, and
delivered, pursuant to such constitutional provision, its Series
1985 Bonds, which are now outstanding in the aggregate principal
amount of $206,235,000, and which, along with certain other
outstanding obligations of the Board, are secured by a pledge of
the Board's two-thirds interest in the Available University Fund;
and

WHEREAS, the Board has determined to authorize issuance of its
obligations in the maximum aggregate principal amount of
$ for the purpose of refunding the Refunded Bonds
(hereinafter defined), consisting of a portion of the outstanding
Series 1985 Bonds, pursuant to article VII, section 18 of the Texas
Constitution, section 65.46, Texas Education Code, and articles
717k and 717q, Texas Revised Civil Statutes Annotated, all as
amended, and other applicable laws;

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM THAT:
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ARTICLE I
DEFINITIONS, INTERPRETATION AND FINDINGS

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

"Additional Parity Bonds and Notes" means the additional
parity bonds and the additional parity notes permitted to be issued
pursuant to Section 3.04 hereof or pursuant to Section 12 of the
Series 1985 Resolution, Section 3.04 of the Series 1988 Resolution,
Section 3.04 of the Series 1991 Resolution or Section 3.04 of the
Series 1992B Resolution.

"Authorized Denomination" means $5,000 principal amount or any
integral multiple thereof.

"Authorized Representative" means the Executive Vice Chancel-
lor for Asset Management of the System, or in the event of a
vacancy in such position, the person duly authorized to act in such
capacity pending the appointment of a successor to such position.

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

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

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

"Bond Purchase Contract" means the agreement with the Under-
writers providing for the sale of the Bonds authorized by
Section 7.04 hereof. ’

"Bond Year" means the period beginning on July 2 of any
calendar year and continuing through July 1 of the following
calendar year.

"Code" means the Internal Revenue Code of 1986, as amended.
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"Counsel's Opinion" means a written legal opinion of national-
ly recognized bond counsel acceptable to the Board.

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

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

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

"Escrow Agreement" means the agreement with Ameritrust Texas
National Association, as escrow agent, providing for the discharge
and defeasance of the Refunded Bonds, authorized by Section 7.06
hereof, as such agreement may be amended from time to time in
accordance with the terms thereof.

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

"Initial Bonds" means the Bonds authorized, issued, sold and
initially delivered hereunder and upon which the registration
certificate, manually executed by or on behalf of the Comptroller
of Public Accounts of the State .of Texas, has been placed.

"Interest and Sinking Fund" means the Board of Regents of The
University of Texas System Permanent University Fund Bonds Interest
and Sinking Fund described in Section 3.02 hereof.

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

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

"Paying Agent/Registrar" means the entity acting as both
Paying Agent and Registrar hereunder.
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"Paying Agent Agreement" means the agreement with the Paying
Agent/Registrar authorized by Section 2.14 hereof, and as such
agreement may be amended from time to time in accordance with the
terms thereof.

"Permanent University Fund" means the Permanent University
Fund as created, established, implemented and administered pursuant
to sections 10, 11, 1lla, 15 and 18 of article VII of the Texas
Constitution, as amended, and by other applicable present and
future constitutional and statutory provisions.

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

"PUF Bonds" means the Bonds, the Series 1985 Bonds, the Series
1988 Bonds, the Series 1991 Bonds, the Series 1992B Bonds and all
Additional Parity Bonds and Notes.

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

"Refunded Bonds" means the Series 1985 Bonds maturing on
July 1, in the years 1996 through 2005, both inclusive, and
outstanding in the aggregate principal amount of $168,370,000,
which are refunded by the Bonds.

"Registrar" means the registrar and transfer agent for the
Bonds appointed by the Board in Section 2.14 hereof, or any
successor to such registrar and transfer agent appointed by the
Board hereunder.

"Registration Books" means the books or records of the
registration and transfer of the Bonds required to be kept by or
on behalf of the Board pursuant to Section 2.09 hereof.

"Report" means the verification report prepared by Ernst &
Young, Tucson, Arizona, Certified Public Accountants, relating to
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the refunding of the Refunded Bonds, a copy of which may be
attached to the Escrow Agreement, and any subsequent verification
report required by the Escrow Agreement.

"Resolution" means this resolution authorizing the Bonds.

"Series 1985 Bonds" means the Board's Permanent University
Fund Refunding Bonds, Series 1985, issued under the Series 1985
Resolution 1in the original aggregate principal amount of
$345,970,000.

"Series 1985 Resolution” means the resolution adopted by the
Board on October 24, 1985, authorizing the issuance of the Series
1985 Bonds, as such resolution may be amended from time to time.

"Series 1988 Bonds" means the Board's Permanent University
Fund Refunding Bonds, Series 1988, issued under the Series 1988
Resolution in the original aggregate principal amount of
$100,000,000.

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

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

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

"Series 1992B Bonds" means the Board's Permanent University
Fund Bonds, Series 1992B, authorized to be issued under the
Series 1992B Resolution in the maximum original aggregate principal
amount of $ ; provided, that, all references herein to
the Series 1992B Bonds shall be of no force and effect if the
Series 1992B Bonds are not actually issued and delivered subsequent
to the issuance and delivery of the Bonds.

"Series 1992B Resolution" means the resolution adopted by the
Board on the date hereof authorizing the issuance of the
Series 1992B Bonds, as such resolution may be amended from time to
time; provided, that, all references herein to the Series 1992B
Resolution shall be of no force and effect if the Series 1992B
Bonds are not actually issued and delivered subsequent to the
issuance and delivery of the Bonds.

Bof R - 11



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

The University of Texas at Arlington;

The University of Texas at Austin;

The University of Texas at Brownsville;

The University of Texas at Dallas;

The University of Texas at El1 Paso:;

The University of Texas - Pan American;

The University of Texas of the Permian Basin:;

The University of Texas at San Antonio;

The University of Texas at Tyler;

The University of Texas Southwestern Medical Center at
ballas:;

The University of Texas Medical Branch at Galveston;

The University of Texas Health Science Center at Houston;

The University of Texas Health Science Center at San
Antonio;

The University of Texas M.D. Anderson Cancer Center; and

The University of Texas Health Center at Tyler,

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

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

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

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

ARTICLE II
AUTHORIZATION AND TERMS OF THE BONDS

Section 2.01. AUTHORIZATION AND AUTHORIZED AMOUNT. Pursuant
to authority conferred by and in accordance with the provisions of
the Constitution and laws of the State of Texas, particularly
article VII, section 18 of the Texas Constitution, section 65.456,
Texas Education Code, and articles 717k and 717q, Texas Revised
Civil statutes Annotated, all as amended, Bonds are hereby autho-
rized to be issued, in the maximum aggregate principal amount of
TWO HUNDRED MILLION DOLLARS ($2_0,000,000) for the purpose
of obtaining funds to refund the Refunded Bonds, all in accordance
with and subject to the terms, conditions and limitations contained
herein. The Bonds are Additional Parity Bonds permitted to be
issued under Section 12 of the Series 1985 Resolution, Section 3.04
of the Series 1988 Resolution, Section 3.04 of the Series 1991
Resolution and Section 3.04 of the Series 1992B Resolution on a
parity and in all respects of equal dignity with the Series 1985
Bonds, the Series 1988 Bonds, the Series 1991 Bonds and the Series
1992B Bonds.

Section 2.02. DESIGNATION, FORM, NUMBERS, DATE AND DENOMINA-
TION OF THE BONDS. Each Bond shall be designated: "BOARD OF
REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND
REFUNDING BOND, SERIES 1992A". The Bonds shall be issuable only
in fully registered form without coupons. The Bonds shall be let-
tered and numbered separately from 1 upward prefixed by the letter
R. Each Bond shall be in an Authorized Denomination and shall be
dated as of the first calendar day of the month in which such Bond
is sold pursuant to Section 7.04 of this Resolution.

Section 2.03. INTEREST PAYMENT DATES, INTEREST RATES AND
MATURITY OF THE BONDS. Interest on the Bonds shall be payable on
the first January 1 or July 1 that is at least sixty (60) days
following the date of the Bonds and continuing on each January 1
and July 1 thereafter until maturity or prior redemption. The
Bonds shall bear interest at the fixed rate or rates of interest
per annum, calculated on the basis of a 360-day year composed of
twelve 30-day months, as set forth in the Bond Purchase Contract;
provided that (i) the interest rate or rates for the Bonds must be
in a multiple of 1/8 of 1% or 1/20 of 1%, with all of the Bonds of
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the same maturity bearing the same interest rate, (ii) the maximum
interest rate per annum borne by any Bond must not exceed 15%,
(iii) the highest interest rate on any Bond must not exceed the
lowest interest rate on the Bonds by more than 4.0%, and (iv) the
interest rate on Bonds of any maturity must not be less than the
interest rate on Bonds of any earlier maturity. The Bonds shall
mature and become payable (either by scheduled maturity or pursuant
to mandatory sinking fund redemption provisions), subject to prior
redemption, on July 1 of the years set forth in the Bond Purchase
Contract; provided, that, the final maturity of the Bonds shall be
on or before July 1, 2013.

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

Section 2.04. REDEMPTION PRIOR TO MATURITY. (a) The Bonds
are subject to optional redemption prior to stated maturity on the
redemption dates and at the redemption price set forth in the FORM
OF BOND appearing in this Resolution. The Bonds shall be subject
to mandatory sinking fund redemption prior to stated maturity at
a redemption price of par, without premium, plus accrued interest
to the redemption date, in the amounts and on the dates as set
forth in the Bond Purchase Contract.

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

(ii) In addition to the notice of redemption set forth in the
FORM OF BOND, the Paying Agent/Registrar shall give notice of
redemption of Bonds by mail, first-class postage prepaid at least
thirty (30) days prior to a redemption date to each registered
securities depository and to any national information service that
disseminates redemption notices. 1In addition, in the event of a
redemption caused by an advance refunding of the Bonds, the Paying
Agent/Registrar shall send a second notice of redemption to the
persons specified in the immediately preceding sentence at least
thirty (30) days but not more than ninety (90) days prior to the
actual redemption date. Any notice sent to the registered securi-
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ties depositories or such national information services shall be
sent so that they are received at least two (2) days prior to the
general mailing or publication date of such notice. The Paying
Agent/Registrar shall also send a notice of prepayment or redemp-
tion to the registered owner of any Bond who has not sent the Bonds
in for redemption sixty (60) days after the redemption date.

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

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

Section 2.05. MEDIUM AND PLACE OF PAYMENT. The principal and
redemption price of the Bonds shall be payable, without exchange
or collection charges, in lawful money of the United States of
America, to the respective registered owners thereof upon presenta-
tion and surrender thereof at maturity or upon the date fixed for
redemption prior to maturity at the principal office for payment
of the Paying Agent. Interest on the Bonds shall be payable by the
Paying Agent on each interest payment date, by check dated as of
such interest payment date, sent by United States mail, first-class
postage prepaid, to the respective owners thereof, at the address
of each such registered owner as it appears on the Record Date
preceding each such interest payment date. 1In addition, interest
may be paid by such other method acceptable to the Paying Agent
requested by, at the risk and expense of, the respective registered
owners of the Bonds. Any accrued interest due upon the redemption
of any Bond prior to maturity as provided in this Resolution shall
be payable to the registered owner thereof at the principal office
for payment of the Paying Agent upon presentation and surrender
thereof for redemption and payment at such principal office for
payment. Notwithstanding the foregoing, any payment to Cede & Co.,
as nominee of DTC, or its registered assigns, shall be made in
accordance with existing arrangements among the Board and DTC.

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

NO. PRINCIPAL AMOUNT
UNITED STATES OF AMERICA $
STATE OF TEXAS
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
' PERMANENT UNIVERSITY FUND REFUNDING BOND
SERIES 1992A

INTEREST RATE MATURITY DATE DATED DATE CUSIP NO.

$ , 1992

ON THE MATURITY DATE specified above, the BOARD OF REGENTS OF
THE UNIVERSITY OF TEXAS SYSTEM (the "Board"), being the governing
body of The University of Texas System, an agency of the State of

Texas, hereby promises to pay to or the
registered assignee hereof (either being hereinafter called the
"registered owner") the principal amount of and

to pay interest thereon, calculated on the basis of a 360-day year
composed of twelve 30-day months, from the dated date specified
above to the maturity date specified above, or the date of redemp-
tion prior to maturity, at the interest rate per annum specified
above; with interest being payable on the first January 1 or July 1
that is at least sixty days following the dated date specified
above, and semiannually on each January 1 and July 1 thereafter,
except that if the date of authentication of this Bond is later
than July 1, 1992, such principal amount shall bear interest from
the interest payment date next preceding the date of authentica-
tion, unless such date of authentication is after any Record Date
(hereinafter defined) but on or before the next following interest
payment date, in which case such principal amount shall bear
interest from such next following interest payment date.

THE- PRINCIPAL OF AND INTEREST ON this Bond are payable in
lawful money of the United States of America, without exchange or
collection charges. The principal of this Bond shall be paid to
the registered owner hereof upon presentation and surrender of this
Bond at maturity or upon the date fixed for its redemption prior
to maturity, at the principal office for payment of Ameritrust
Texas National Association in Dallas, Texas, which initially is the
"Paying Agent/Registrar" for this Bond. The payment of interest
on this Bond shall be made by the Paying Agent/Registrar to the
registered owner hereof on each interest payment date by check,
dated as of such interest payment date, drawn by the Paying
Agent/Registrar on, and payable solely from, funds of the Board
required by the resolution authorizing the issuance of the Bonds
(the "Bond Resolution") to be on deposit with the Paying
Agent/Registrar for such purpose as hereinafter provided; and such

-10-
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check shall be sent by the Paying Agent/Registrar by United States
mail, first-class postage prepaid, on each such interest payment
date, to the registered owner hereof, at the address of the
registered owner, as it appeared on the 15th day of the month next
preceding each such date (the "Record Date") on the Registration
Books kept by the Paying Agent/Registrar, as hereinafter described.
In addition, interest may be paid by such other method acceptable
to the Paying Agent/Registrar, requested by, and at the risk and
expense of, the registered owner hereof. Any accrued interest due
upon the redemption of this Bond prior to maturity as provided
herein shall be paid to the registered owner at the principal
office for payment of the Paying Agent/Registrar upon presentation
and surrender of this Bond for redemption and payment at the
principal office for payment of the Paying Agent/Registrar. The
Board covenants with the registered owner of this Bond that on or
before each principal payment date, interest payment date, and
accrued interest payment date for this Bond it will make available
to the Paying Agent/Registrar, from the "Interest and Sinking Fund"
maintained under the Bond Resolution, the amounts required to
provide for the payment, in immediately available funds, of all
principal of and interest on the Bonds, when due. Notwithstanding
the foregoing, during any period in which ownership of the Bonds
is determined by a book entry at a securities depository for the
Bonds, payments made to the securities depository, or its nominee,
shall be made in accordance with arrangements between the Board
and the securities depository.

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

THIS BOND is one of an issue of Bonds authorized to be issued
in the maximum aggregate principal amount of $2_0,000,000, FOR THE
PURPOSE OF PROVIDING FUNDS TO REFUND THE BOARD'S PERMANENT
UNIVERSITY FUND REFUNDING BONDS, SERIES 1985, MATURING ON AND AFTER
JULY 1, 1996, IN THE OUTSTANDING AGGREGATE PRINCIPAL AMOUNT OF
$168,370,000.

ON JULY 1, 2002, or on any interest payment date thereafter,
the Bonds of this Series may be redeemed prior to their scheduled
maturities, at the option of the Board, with funds derived from
any available and lawful source, as a whole or in part in any
integral multiple of $5,000 principal amount, and if in part, the
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particular Bonds or portions thereof to be redeemed shall be
selected and designated by the Board (provided that a portion of
a Bond may be redeemed only in an integral multiple of $5,000
principal amount), at a redemption price of par, without premium,
plus 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 at a securities depository for the
Bonds, if fewer than all of the Bonds of the same maturity and
bearing the same interest rate are to be redeemed, the particular
Bonds of such maturity and bearing such interest rate shall be
selected in accordance with the arrangements between the Board and
the securities depository.

*[The Bonds of this Series maturing on July 1, are
subject to mandatory sinking fund redemption prior to their
scheduled maturity/maturities in the following amounts, on the
following dates at a price of par, without premium, plus accrued
interest to the date fixed for redemption:

Redemption Date Principal
(July 1) Amount

$

The principal amount of the Bonds required to be redeemed on each
such redemption date pursuant to the foregoing operation of the
mandatory sinking fund shall be reduced, at the option of the
Board, by the principal amount of any Bonds, which, at least 45
days prior to the mandatory sinking fund redemption date, (1) shall
have been acquired by the Board and delivered to the Paying
Agent/Registrar for cancellation, or (2) shall have been acquired
and cancelled by the Paying Agent/Registrar at the direction of
the Board, in either case of (1) or (2) at a price not exceeding
the par or principal amount of such Bonds, or (3) shall have been
redeemed pursuant to the optional redemption provisions set forth
above and not theretofore credited against a mandatory sinking fund
redemption. During any period in which ownership of the Bonds is
determined by a book entry at a securities depository for the
Bonds, 1f fewer than all of the Bonds of the same maturity and
bearing the same interest rate are to be redeemed, the particular
Bonds of such maturity and bearing such interest rate shall be
selected in accordance with the arrangements between the Board and
the securities depository.]

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

THIS BOND OR ANY PORTION HEREOF IN ANY INTEGRAL MULTIPLE OF
$5,000 principal amount may be assigned and shall be transferred
only in the Registration Books of the Board kept by the Paying
Agent/Registrar acting in the capacity of registrar for the Bonds,
upon the terms and conditions set forth in the Bond Resolution.
Among other requirements for such assignment and transfer, this
Bond must be presented and surrendered to the Paying Agent/Regis-
trar, together with proper instruments of assignment, in form and
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with guarantee of signatures satisfactory to the Paying
Agent/Registrar, evidencing assignment of this Bond or any portion
hereof in any integral multiple of $5,000 principal amount to the
assignee or assignees in whose name or names this Bond or any such
portion hereof is to be transferred and registered. The form of
Assignment printed or endorsed on this Bond shall be executed by
the registered owner or its duly authorized attorney or representa-
tive, to evidence the assignment hereof. A new Bond or Bonds
payable to such assignee or assignees (which then will be the new
registered owner or owners of such new Bond or Bonds), or to the
previous registered owner in the case of the assignment and
transfer of only a portion of this Bond, may be delivered by the
Paying Agent/Registrar in conversion of and exchange for this Bond,
all in the form and manner as provided in the next paragraph hereof
for the conversion and exchange of other Bonds. The Board shall
pay the Paying Agent/Registrar's fees and charges, if any, for
making such transfer, but the one requesting such transfer shall
pay any taxes or other governmental charges required to be paid
with respect thereto. The registered owner of this Bond shall be
deemed and treated by the Board and the Paying Agent/Registrar as
the absolute owner hereof for all purposes, including payment and
discharge of 1liability upon this Bond to the extent of such
payment, and the Board and the Paying Agent/Registrar shall not be
affected by any notice to the contrary.

ALL BONDS OF THIS SERIES are issuable solely as fully
registered bonds, without interest coupons, in the denomination of
$5,000 principal amount 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 converted into and exchanged for
a like aggregate principal amount of fully registered bonds,
without interest coupons, payable to the appropriate registered
owner, assignee, or assignees, as the case may be, having the same
maturity date, and bearing interest at the same rate, in any
denomination or denominations in any integral multiple of $5,000
principal amount as requested in writing by the appropriate
registered owner or assignee, as the case may be, upon surrender
of this Bond to the Paying Agent/Registrar for cancellation, all
in accordance with the form and procedures set forth in the Bond
Resolution. The Board shall pay the Paying Agent/Registrar's
standard or customary fees and charges for converting and exchang-
ing any Bond or any portion thereof, but the one requesting such
conversion and exchange shall pay any taxes or governmental charges
required to be paid with respect thereto as a condition precedent
to the exercise of such privilege of conversion and exchange.

THE PAYING AGENT/REGISTRAR shall not be required to make any
transfer of registration of this Bond or any portion hereof, or any
conversion and exchange hereof (i) during the period commencing
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with the close of business on any Record Date and ending with the
opening of business on the next following principal or interest
payment date or (ii) with respect to any Bond or portion thereof
called for redemption prior to maturity, within 45 days prior to
its redemption date.

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

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

IT IS HEREBY certified, recited, and covenanted that this Bond
has been duly and validly authorized, issued, and delivered; that
all acts, conditions, and things required or proper to be
performed, exist, and be done precedent to or in the authorization,
issuance, and delivery of this Bond have been performed, existed,
and been done in accordance with law; and that the interest on and
principal of this Bond, and the other Bonds of this Series, are
equally and ratably secured by and payable from a first lien on and
pledge of the two-thirds interest of The University of Texas System
in the fund (the "Available University Fund") consisting of the
dividends, interest and other income (less administrative expenses)
from the Permanent University Fund that is created and administered
under the Texas Constitution, as described more fully in the Bond
Resolution, all in accordance with article VII, section 18 of the
Texas Constitution and other applicable laws.

THE BOARD heretofore has issued its $345,970,000 Permanent
University Fund Refunding Bonds, Series 1985 ($168,370,000 in
aggregate principal amount of which are being refunded by the
Bonds), its $100,000,000 Permanent University Fund Refunding Bonds,
Series 1988, and its $254,230,000 Permanent University Fund
Refunding Bonds, Series 1991. All of the aforesaid bonds also are
secured by a first lien on and pledge of the interest of The
University of Texas System in the Available University Fund, and
are on a parity with and of equal dignity in all respects with the
Bonds. The Board has reserved the right, subject to the
restrictions referred to in the Bond Resolution, (i) to issue
Additional Parity Bonds and Notes that also may be secured by and
made payable from a first lien on and pledge of the aforesaid
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interest of The University of Texas System in the Available
University Fund, in the same manner and to the same extent as this
Bond and other obligations of the Board on a parity therewith, and
(ii) to make certain amendments to the Bond Resolution with the
approval of the owners of 51% in principal amount of all
outstanding bonds and notes that are secured by and payable from
a first lien on and pledge of the aforesaid interest of The Univer-
sity of Texas System in the Available University Fund.

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

BY BECOMING the registered owner of this Bond, the registered
owner thereby acknowledges all of the terms and provisions of the
Bond Resolution, agrees to be bound by such terms and provisions,
acknowledges that the Bond Resolution is duly recorded and avail-
able for inspection in the official minutes and records of the
Board, and agrees that the terms and provisions of this Bond and
the Bond Resolution constitute a contract between each registered
owner hereof and the Board.

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

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

Texas System System
(BOARD SEAL)

(b) The registration certificate of the Comptroller of Public
Accounts of the State of Texas shall be affixed or attached to each
of the Initial Bonds and shall be in substantially the following
form:
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OFFICE OF THE COMPTROLLER
OF PUBLIC ACCOUNTS

REGISTER NO.

THE STATE OF TEXAS

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

WITNESS MY HAND AND SEAL OF OFFICE at Austin, Texas this

Comptroller of Public Accounts
of the State of Texas

(¢) A Paying Agent/Registrar's Authentication Certificate
shall be printed on each Bond, in substantially the following form:

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

It is hereby certified that this Bond has been issued under
the provisions of the Bond Resolution described in this Bond:; and
that the initial Bonds of the series of Bonds of which this Bond
is a part were approved by the Attorney General of the State of
Texas.

, TEXAS
Paying Agent/Registrar

Dated

Authorized Signature

(d) Assignment provisions shall be printed on the back of
each Bond, in substantially the following form:
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ASSIGNMENT

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

/ : /

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

and hereby irrevocably constitutes and appoints

attorney to transfer the registration of this Bond on the Paying
Agent/Registrar's Registration Books with full power of substitu-
tion in the premises.

Date:

Signature Guaranteed:

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

(e) The approving legal opinion of the Board's Bond Counsel
and the assigned CUSIP numbers may, at the option of the Authorized
Representative, be printed on the Bonds but neither shall have any
legal effect, and shall be solely for the convenience and informa-
tion of the registered owners of the Bond.

Section 2.07. EXECUTION OF BONDS. The Bonds shall be
executed on behalf of the Board by the Chairman and the Executive
Secretary of the Board, by their manual or facsimile signatures,
and the official seal of the Board shall be impressed or placed in
facsimile thereon. Such facsimile signatures on the Bonds shall
have the same effect as if each of the Bonds had been signed
manually and in person by said officers of the Board, and such
facsimile seal on the Bonds shall have the same effect as if the
official seal of the Board had been manually impressed upon each
of the Bonds. In the event that any officer of the Board whose
manual or facsimile signature shall appear on the Bonds shall cease
to be such officer before the authentication of such Bonds or
before the delivery of such Bonds, such manual or facsimile
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signature shall nevertheless be valid and sufficient for all
purposes as if such officer had remained in such office.

Section 2.08. AUTHENTICATION OF BONDS. Except for the
Initial Bonds, which shall not be authenticated by the Registrar,
all other Bonds shall bear a certificate of authentication,
substantially in the form provided in Section 2.06 of this
Resolution. No Bonds, except for the Initial Bonds, shall be
deemed to be issued or outstanding, or be valid or obligatory for
any purpose, or be entitled to any security or benefit of this
Resolution unless and until such Bond has been duly authenticated
by the Registrar by the execution of the certificate of
authentication appearing on such Bond. The certificate of
authentication appearing on any Bond shall be deemed to have been
duly executed by the Registrar if dated and manually signed by an
authorized signatory of the Registrar. It shall not be required
that the same signatory of the Registrar sign the certificate of
authentication on all the Bonds.

The Registrar shall authenticate any Bonds issued in exchange,
substitution or replacement of other Bonds by executing the
certificate of authentication appearing thereon, upon satisfaction
of the conditions set forth in Section 2.09 hereof.

Section 2.09. REGISTRATION, TRANSFER, EXCHANGE AND REPLACE-
MENT OF BONDS. (a) The Board shall keep or cause to be kept at the
principal office for payment of the Registrar books or records of
the registration and transfer of the Bonds, and the Board hereby
appoints the Registrar as agent to keep such books or records and
make such transfers and registrations under such reasonable
regulations as the Board and Registrar may prescribe. The
Registrar shall make such transfers and registrations as provided
herein.

The Registrar shall obtain and record in the Registration
Books the address of the registered owner of each Bond to which
payments with respect to the Bonds shall be mailed, as herein
provided. It shall be the duty, however, of each registered owner
to notify the Registrar in writing of the address to which payments
shall be mailed, and such interest payments shall not be mailed
unless such notice has been given. The Board shall have the right
to inspect the Registration Books during regular business hours of
the Registrar, but otherwise the Registrar shall keep the
Registration Books confidential and, unless otherwise required by
law, shall not permit their inspection by any other entity.

(b) Each Bond issued and delivered pursuant to this Resolu-
tion, to the extent of the unpaid or unredeemed principal balance

thereof, may, upon surrender of such Bond at the principal
corporate trust office of the Registrar, together with a written
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request therefor duly executed by the registered owner or its
assignee, or its duly authorized attorney or representative, with
guarantee of signatures satisfactory to the Registrar, at the
option of the registered owner or such assignee, as appropriate,
be converted into and exchanged for fully registered Bonds, without
interest coupons, in an aggregate principal amount equal to the
unpaid or unredeemed principal balance of any Bond so surrendered,
and payable to the appropriate registered owner or assignee, as the
case may be. '

Registration of each Bond may be transferred in the Registra-
tion Books only upon presentation and surrender of such Bond to the
Registrar for transfer of registration and cancellation, together
with proper written instruments of assignment, in form and with
guarantee of signatures satisfactory to the Registrar, evidencing
(i) the assignment of the Bond, or any portion thereof in any
Authorized Denomination, to the assignee thereof, and (ii) the
right of such assignee to have the Bond or any such portion thereof
registered in the name of such assignee. A form of assignment
shall be printed or endorsed on each Bond, which shall be executed
by the registered owner or 1its duly authorized attorney or
representative to evidence an assignment thereof. Upon the
assignment and surrender of any Bond or portion thereof for
transfer of registration, an authorized representative of the
Registrar shall make such transfer in the Registration Books, and
shall deliver a new, fully registered substitute Bond having the
characteristics herein described, payable to such assignee (which
then will be the registered owner of such new Bond), or to the
previous registered owner in case only a portion of a Bond is being
assigned and transferred, all in conversion of and exchange for
said assigned Bond or any portion thereof.

Bonds issued and delivered in conversion of and exchange for
any other Bonds assigned and transferred or converted shall be in
any Authorized Denomination requested in writing by the registered
owner or assignee thereof, shall have all the characteristics and
shall be in the form prescribed in the FORM OF BOND set forth in
this Resolution, shall be in the same outstanding aggregate
principal amount and shall have the same principal maturity date
and bear interest at the same rate as the Bonds for which they are
exchanged. The Board shall pay the Registrar's fees and charges,
if any, for making such transfer or conversion and delivery of a
substitute Bond, but the one requesting such transfer shall pay any
taxes or other governmental charges required to be paid with
respect thereto. The Registrar shall not be required to make any
transfer of registration, conversion and exchange, or replacement
(1) of any Bond or any portion thereof during the period commencing
with the close of business on any Record Date and ending with the
opening of business on the next following principal or interest
payment date or (ii) with respect to any Bond or any portion
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thereof called for redemption prior to maturity, within 45 days
prior to its redemption date.

(c) If a portion of any Bond shall be redeemed prior to its
scheduled maturity as provided herein, a substitute Bond or Bonds
having the same maturity date, bearing interest at the same rate,
in any Authorized Denomination requested by the registered owner,
and in aggregate principal amount equal to the unredeemed portion
thereof, will be issued to the registered owner upon surrender
thereof for cancellation, at the expense of the Board.

(d) In the event any outstanding Bond is damaged, mutilated,
lost, stolen, or destroyed, the Registrar shall cause to be
printed, executed, and delivered a new Bond of the same principal
amount, maturity, and interest rate as the damaged, mutilated,
lost, stolen, or destroyed Bond, in replacement for such Bond in
the manner hereinafter provided.

Application for replacement of damaged, mutilated, lost,
stolen, or destroyed Bonds shall be made to the Registrar. In
every case of loss, theft, or destruction of a Bond, the applicant
for a replacement bond shall 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 applicant shall 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
mutilation of a Bond, the applicant shall surrender to the
Registrar for cancellation the Bond so damaged or mutilated.

Notwithstanding the foregoing provisions of this Section, in
the event any such Bond shall have matured, and no default has
occurred which is then continuing in the payment of the principal
-of 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
subsection.

Prior to the issuance of any replacement bond, the Registrar
shall charge the owner of such Bond with all legal, printing, and
other expenses in connection therewith. Every replacement bond
issued pursuant to the provisions of this Section by virtue of the
fact that any Bond is lost, stolen, or destroyed shall constitute
a contractual obligation of the Board whether or not the lost,
stolen, or destroyed Bond shall be found at any time, or be
enforceable by anyone, and shall be entitled to all the benefits
of this Resolution equally and proportionately with any and all
other Bonds duly issued under this Resolution.
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(e) The Registrar shall convert and exchange or replace Bonds
as provided herein, and each fully registered Bond delivered in
conversion of and exchange for or replacement of any Bond or
portion thereof as permitted or required by any provision of this
Resolution shall constitute one of the Bonds for all purposes of
this Resolution, and may again be converted and exchanged or
replaced. No additional ordinances, orders, or resolutions need
be passed or adopted by the governing body of the Board or any
other body or person so as to accomplish the foregoing conversion
and exchange or replacement of any Bond or portion thereof. For
purposes of Section 6 of article 717k-6, Texas Revised Civil
Statutes Annotated, as amended, this Section of this Resolution
shall constitute authority for the issuance of any substitute,
exchange or replacement Bond hereunder without 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/Registrar, and the Paying Agent/Registrar shall
authenticate and deliver such Bonds in the form and manner and with
the effect provided in this Resolution. Upon the execution of the
Paying Agent/Registrar's Authentication Certificate appearing on
any converted and exchanged or replaced Bond, the converted and
exchanged or replaced Bond shall be valid, incontestable, and
enforceable in the same manner and with the same effect as the
initial Bonds originally issued pursuant to this Resolution,
approved by the Attorney General.

Section 2.10. BOOK-ENTRY ONLY SYSTEM. As provided in
Section 7.04 of this Resolution, the Initial Bonds shall be
delivered against payment to the Underwriters thereof. The

Underwriters shall be required to promptly surrender the initial
Bonds to the Registrar for exchange. Bonds issued in exchange
shall be registered in the name of Cede & Co., as nominee of DTC,
as registered owner of the Bonds, and held in the custody of DTC.
Unless otherwise requested by DTC, a single certificate will be
issued and delivered to DTC for each maturity of the Bonds.
Beneficial owners of Bonds will not receive physical delivery of
Bond certificates except as provided hereinafter. For so long as
DTC shall continue to serve as securities depository for the Bonds
as provided herein, ‘all transfers of beneficial ownership interests
will be made by book-entry only, and no investor or other party
purchasing, selling or otherwise transferring beneficial ownership
of Bonds is to receive, hold or deliver any Bond certificate.

With respect to Bonds registered in the name of Cede & Co.,
as nominee of DTC, the Board and the Paying Agent/Registrar shall
have no responsibility or obligation to any DTC Participant or to
any person on whose behalf a DTC Participant holds an interest in
the Bonds. Without limiting the immediately preceding sentence,
the Board and the Paying Agent/Registrar shall have no responsibil-
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ity 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 registered owner of
the Bonds, as shown on the Registration Books, of any notice with
respect to the Bonds, including any notice of redemption, and
(iii) the payment to any DTC Participant or any other person, other
than a registered owner of the Bonds, as shown in the Registration
Books, of any amount with respect to principal of or premium, if
any, or interest on the Bonds.

Replacement Bonds may be issued directly to beneficial owners
of Bonds other than DTC, or its nominee, but only in the event that
(i) DTC determines not to continue to act as securities depository
for the Bonds (which determination shall become effective no less
than 90 days after written notice to such effect to the Board and
the Paying Agent/Registrar); or (ii) the Board has advised DTC of
its determination (which determination is conclusive as to DTC and
beneficial owners of the Bonds) that DTC is incapable of discharg-
ing its duties as securities depository for the Bonds; or (iii) the
Board has determined (which determination is conclusive as to DTC
and the beneficial owners of the Bonds) that the interests of the
beneficial owners of the Bonds might be adversely affected if such
book-entry only system of transfer is continued. Upon occurrence
of any of the foregoing events, the Board shall use its best
efforts to attempt to locate another qualified securities deposito-
ry. If the Board fails to locate another qualified securities
depository to replace DTC, the Board shall cause to be authenti-
cated and delivered replacement Bonds, in certificate form, to the
beneficial owners of the Bonds. In the event that the Board makes
the determination noted in (ii) or (iii) above (provided that the
Board undertakes no obligation to make any investigation to
determine the occurrence of any events that would permit the Board
to make any such determination),- and has made provisions to notify
the beneficial owners of Bonds of such determination by mailing an
appropriate notice to DTC, it shall cause to be issued replacement
Bonds in certificate form to beneficial owners of the Bonds as
shown on the records of DTC provided to the Board.

Whenever, during the term of the Bonds, the beneficial
ownership thereof 1is determined by a book entry at DTC, the
requirements in this Resolution of holding, delivering or transfer-
ring Bonds shall be deemed modified to require the appropriate
person or entity to meet the requirements of DTC as to registering -
or transferring the book entry to produce the same effect.

If at any time, DTC ceases to hold the Bonds, all references
herein to DTC shall be of no further force or effect.
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Section 2.11. CANCELILATION. All Bonds paid or redeemed in
accordance with this Resolution, and all Bonds in lieu of which
exchange Bonds or replacement Bonds are authenticated and delivered
in accordance with this Resolution shall be cancelled and destroyed
by the Paying Agent/Registrar.

Section 2.12. TEMPORARY BONDS. Pending the preparation of
definitive Bonds, the Board may execute and, upon the Board's
request, the Paying Agent/Registrar shall authenticate and deliver,
one or more temporary Bonds that are printed, 1lithographed,
typewritten, mimeographed or otherwise produced, in any Authorized
Denomination, substantially of the tenor of the definitive Bonds
in lieu of which they are delivered, without coupons, with
provision for registration and with such appropriate insertions,
omissions, substitutions and other variations as the authorized
officers of the Board executing such temporary Bonds may determine,
as evidenced by their signing of such temporary Bonds.

Until exchanged for Bonds in definitive form, such Bonds in
temporary form shall be entitled to the benefit .and security of
this Resolution. The Board, without unreasonable delay, shall
prepare, execute and deliver to the Paying Agent/Registrar, and
thereupon, upon the presentation and surrender of the Bonds in
temporary form to the Paying Agent/Registrar, the Paying
Agent/Registrar shall authenticate and deliver in exchange therefor
Bonds of the same maturity and interest rate, in definitive form,
in Authorized Denominations, and in the same aggregate principal
amount, as the Bonds in temporary form surrendered. Such exchange
shall be made without the making of any charge therefor to any
holder of Bonds.

Section 2.13. OWNERSHIP OF BONDS. The entity in whose name
any Bond shall be registered in the Registration Books at any time
shall be deemed and treated as the absolute owner thereof for all
purposes of this Resolution, whether or not such Bond shall be
overdue, and the Board, the Paying Agent/Registrar shall not be
affected by any notice to the contrary. Payment of, or on account
of, the principal of, premium, if any, and interest on any such
Bond shall be made only to such registered owner. All such
payments shall be valid and effectual to satisfy and discharge the
liability upon such Bond to the extent of the sums so paid.

Section 2.14. PAYING AGENT AND REGISTRAR; PAYING AGENT
AGREEMENT. The appointment of Ameritrust Texas National
Association, with its principal office for payment in Dallas,
Texas, ‘as Paying Agent for the purpose of making the payments of
principal of and interest on the Bonds, and as Registrar to keep
the Registration Books and make transfers, exchanges and
replacements of Bonds hereunder on behalf of the Board, is
confirmed and ratified hereby. Pursuant to Article 717k-6, Texas
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Revised Civil sStatutes Annotated, as amended, and particularly
Section 6 thereof, the duty of conversion and exchange or
replacement of Bonds as set forth in Section 2.09 hereof hereby is
imposed upon the Registrar. The Paying Agent/Registrar shall
perform such duties as are required of the Paying Agent and
Registrar hereunder and under the Paying Agent Agreement. The
Authorized Representative is hereby authorized to approve, execute
and deliver for and on behalf of the Board the Paying Agent
Agreement to reflect the appointment, responsibilities and compen-
sation of the Paying Agent/Registrar, such approval to be
conclusively evidenced by the Authorized Representative's execution
thereof.

The Board hereby covenants with the registered owners of the
Bonds that it will (i) pay the fees and charges, if any, of the
Paying Agent/Registrar for its services with respect to the payment
of the principal of, premium, if any, and interest on the Bonds,
when due, and (ii) pay the fees and charges, if any, of the Paying
Agent/Registrar for services with respect to the transfer of
registration of Bonds, and with respect to the conversion and
exchange of Bonds, but solely to the extent provided in this
Resolution.

Section 2.15. SUBSTITUTE PAYING AGENT/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 legally qualified bank, trust company, financial
institution, or other agency to act as and perform the services of
Paying Agent and Registrar for the Bonds under this Resolution, and
that the Paying Agent and Registrar will be one entity. The Board
reserves the right to, and may, at its option, change the Paying
Agent/Registrar upon not less than 120 days written notice to the
Paying Agent/Registrar, to be effective not later than 60 days
prior to the next principal or interest payment date after such
notice. In the event that the entity at any time acting as Paying
Agent/Registrar (or its successor by merger, acquisition, or other
method) should resign or otherwise cease to act as such, the Board
covenants that it will promptly appoint a competent and legally
qualified bank, trust company, financial institution, or other
agency to act as Paying Agent/Registrar under this Resolution.
Upon any change in the Paying Agent/Registrar, the previous Paying
Agent/Registrar promptly shall transfer and deliver the Registra-
tion Books (or a copy thereof), along with all other pertinent
books and records relating to the Bonds, to the new Paying
Agent/Registrar designated and appointed by the Board. Upon any
change in the Paying Agent/Registrar, the Board promptly will cause
a written notice thereof to be sent by the new Paying
Agent/Registrar to each registered owner of the Bonds, by United
States mail, first-class postage prepaid, which notice also shall
give the address of the new Paying Agent/Registrar. By accepting
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the position and performing as such, each Paying Agent/Registrar
shall be deemed to have agreed to the provisions of this
Resolution, and a certified copy of this Resolution shall be
delivered to each Paying Agent/Registrar.

Section 2.16. INITIAL BONDS; APPROVAL BY ATTORNEY GENERAL;
REGISTRATION BY COMPTROLLER. There shall be one Initial Bond for
each maturity, numbered consecutively in the order of their
maturity. Each Initial Bond shall be registered in the name, or
at the direction, of J. P. Morgan Securities Inc. The Initial
Bonds shall be submitted to the Attorney General of the State of
Texas for approval and shall be registered by the Comptroller of
Public Accounts of the State of Texas.

ARTICLE III

SECURITY AND SOURCE OF PAYMENT FOR THE BONDS;
ADDITIONAL PARITY BONDS AND NOTES

Section 3.01. SECURITY AND PLEDGE. Pursuant to the
provisions of section 18 of article VII of the Texas Constitution,
as amended, all the Bonds, and any Additional Parity Bonds and
Notes hereafter issued, and the interest thereon, shall be and are
hereby equally and ratably secured, together with the Series 1985
Bonds, the Series 1988 Bonds, the Series 1991 Bonds and the
Series 1992B Bonds, by and payable from a first lien on and pledge
of the Interest of the System in the Available University Fund.

Section 3.02. PAYMENT OF BONDS AND ADDITIONAL PARITY BONDS
AND NOTES. (a) The Comptroller of Public Accounts of the State of
Texas previously has established and shall maintain in the State
Treasury a fund to be known as "Board of Regents of The University
of Texas System Permanent University Fund Bonds Interest and
Sinking Fund." The Board and the officers of the System shall
cause the Comptroller of Public Accounts of the State of Texas, in
addition to taking the actions required by the Series 1985 Resolu-
tion to pay the Series 1985 Bonds, by the Series 1988 Resolution
to pay the Series 1988 Bonds, by the Series 1991 Resolution to pay
the Series 1991 Bonds and by the Series 1992B Resolution to pay the
Series 1992B Bonds, (i) to transfer to the Interest and Sinking
Fund, out of The University of Texas System Available University
Fund (the fund in the State Treasury to which is deposited the
Interest of the System in the Available University Fund), on or
before each date upon which principal of, premium, if any, or
interest on the Bonds and the Additional Parity Bonds and Notes,
when issued, is due and payable, whether by reason of maturity or
optional or mandatory redemption prior to maturity, and (ii) to
withdraw from the Interest and Sinking Fund, and deposit with the
Paying Agent/Registrar on or before each such date, the amounts of
interest or principal, premium and interest which will come due on
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‘the Bonds and Additional Parity Bonds and Notes on each such date,
and in such manner that such amounts, in immediately available
funds, will be on deposit with the Paying Agent/Registrar on or
before each such date.

(b) When Additional Parity Bonds or Notes are issued pursuant
to the provisions of this Resolution or the Series 1985 Resolution
or the Series 1988 Resolution or the Series 1991 Resolution or the
Series 1992B Resolution, substantially the same procedures as
provided above shall be followed in connection with paying the
principal of and interest on such Additional Parity Bonds or Notes
when due; provided, however, that other and different banks or
places of payment (paying agents) and Paying Agents and Registrars
and dates and methods of payment and other procedures not in
conflict with this Resolution may be named and provided for in
connection with each issue of Additional Parity Bonds or Notes.
In the event that any such Additional Parity Bonds or Notes are
made redeemable prior to maturity, the resolution or resolutions
authorizing the issuance of such Additional Parity Bonds or Notes
shall prescribe the appropriate procedures for redeeming same.

Section 3.03. DISPOSITION OF FUNDS. After provision has been
made for the payment of the principal of and interest on the Series
1985 Bonds, the Series 1988 Bonds, the Series 1991 Bonds, the
Series 1992B Bonds, the Bonds and any Additional Parity Bonds and
Notes, when issued, the balance of the Interest of the System in
the Available University Fund each year shall be made available to
the Board in the manner provided by law and by regulations of the
Board to be used by the Board as it lawfully may direct.

Section 3.04. ADDITIONAL PARITY BONDS AND NOTES. The Board
reserves the right and shall have full power at any time and from
time to time, to authorize, issue, and deliver additional bonds and
notes on a parity with the Bonds, the Series 1985 Bonds, the Series
1988 Bonds, the Series 1991 Bonds and the Series 1992B Bonds in as
many separate installments or series as deemed advisable by the
Board, but only for the purposes and to the extent provided in
article VII, section 18 of the Texas Constitution, as amended, or
in any amendment hereafter made to said article VII, section 18 of
the Texas Constitution, or for refunding purposes as provided by
law. Such Additional Parity Bonds and Notes, when issued, and the
interest thereon, shall be equally and ratably secured by and
payable from a first lien on and pledge of the Interest of the
System in the Available University Fund, in the same manner and to
the same extent as are the Series 1985 Bonds, the Series 1988
Bonds, the Series 1991 Bonds, the Series 1992B Bonds and the Bonds
issued pursuant to this Resolution, and the Bonds and the Addition-
al Parity Bonds and Notes, when issued, and the interest thereon,
shall be on a parity and in all respects of equal dignity with each
other and with the Series 1985 Bonds, the Series 1988 Bonds, the
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Series 1991 Bonds and the Series 1992B Bonds. It is further
covenanted that no installment or series of Additional Parity Bonds
or Notes shall be issued and delivered unless the Authorized
Representative, or some other officer of the System designated by
the Board, executes:

(a) a certificate to the effect that for the fiscal year
immediately preceding the date of said certificate the amount
of the Interest of the System in the Available University Fund
was at least 1-1/2 times the average annual Principal and
Interest Requirements of the installment or series of
Additional Parity Bonds or Notes then proposed to be issued
and all then outstanding PUF Bonds that will be outstanding
after the issuance and delivery of said proposed installment
or series; and '

(b) a certificate to the effect that the total principal
amount of (i) all Bonds and Additional Parity Bonds and Notes
and (ii) all other obligations of the Board, including but not
limited to the Series 1985 Bonds, the Series 1988 Bonds, the
Series 1991 Bonds and the Series 1992B Bonds, that are secured
by and payable from a lien on and pledge of the Interest of
the System in the Available University Fund, that will be
outstanding after the issuance and delivery of the installment
or series of Additional Parity Bonds or Notes then proposed
to be issued will not exceed 20% of the cost value of invest-
ments and other assets of the Permanent University Fund
(exclusive of real estate) at the time the proposed series or
installment of Additional Parity Bonds or Notes is issued.

For purposes of calculating the Principal and Interest Requirements
under this section with respect to any obligations of the Board
bearing interest at interest rates that are variable or adjustable,
the "maximum rate then permitted by law," for purposes of the
definition of "Principal and Interest Requirements" set forth in
Section 1.01 hereof, shall be deemed to be the maximum '"net
effective interest rate" permitted under article 717k-2, Texas
Revised Civil Statutes Annotated, as such article may be amended
from time to time, or such other maximum interest rate permitted
to be borne by such obligations by then-applicable law. In
addition, for purposes of this Resolution, including but not
limited to subsection 3.04(b) above, any obligation of the Board
that is payable from amounts appropriated, pursuant to article VII,
section 18 of the Texas Constitution, as amended, including any
amendment hereafter made to said article VII, section 18 of the
Texas Constitution, for the support and maintenance of The
University of Texas at Austin or System administration does not and
shall not constitute an obligation secured by and payable from a
lien on and pledge of the Interest of the System in the Available
University Fund. '

-28~

B of R - 34



ARTICLE IV
REMEDIES

Section 4.01. REMEDIES. Any owner or holder of any of the
Bonds or Additional Parity Bonds or Notes, when issued, in the
event of default in connection with any covenant contained herein,
or default in the payment of said obligations, or of any interest
due thereon, shall have the right to institute mandamus proceedings
against the Board or any other necessary or appropriate party for
the purpose of enforcing payment from the moneys herein pledged or
for enforcing any covenant herein contained.

ARTICLE V
GENERAL COVENANTS OF THE BOARD

Section 5.01. GENERAL COVENANTS OF THE BOARD. The Board
covenants and agrees, in addition to the other covenants of the
Board hereunder, as follows:

(a) That while any PUF Bonds are outstanding and unpaid the
Board will maintain and invest and keep invested the Permanent
University Fund in a prudent manner and as required by law;

(b) That the Board will restrict expenditures for administer-
ing the Permanent University Fund to a minimum consistent with
prudent business judgment:;

(c) That the Board duly and punctually will pay or cause to
be paid the principal of every PUF Bond, when issued, and the
interest thereon, from the sources, on the days, at the places, and
in the manner mentioned and provided in such obligations, according
to the true intent and meaning thereof, and that it will duly cause
to be called for redemption prior to maturity, and will cause to
be redeemed prior to maturity, all PUF Bonds, when issued, that by
their terms are required to be redeemed mandatorily prior to
maturity, when and as so required, and that it faithfully will do
and perform and at all times will observe fully all covenants,
undertakings and provisions contained in this Resolution and in the
aforesaid obligations:

(d) That, except for the PUF Bonds, and the interest thereon,
the Board will not at any time create or allow to accrue or exist
any lien or charge upon the Permanent University Fund or the
Interest of the System in the Available University Fund, unless
such lien or charge is made junior and subordinate in all respects
to the liens, pledges, and covenants in connection with the PUF
Bonds, but the right to issue junior and subordinate lien obliga-
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tions payable from the Interest of the System in the Available
University Fund is specifically reserved by the Board; and that the
lien created by this Resolution will not be impaired in any manner
as a result of any action or non-action on the part of the Board
or officers of the System, and the Board will, subject to the
provisions hereof, continuously preserve the Permanent University
Fund and each and every part thereof; and

(e) That proper books of records and accounts will be kept
in which true, full, and correct entries will be made of all
income, expenses, and transactions of and in relation to the
Permanent University Fund and each and every part thereof in
accordance with accepted accounting practices, and that as soon
after the close of each fiscal year (September 1 to August 31,
inclusive) as reasonably may be done the Board will furnish to all
bondholders and owners who may so request, such audits and reports
by the State Auditor of Texas for the preceding fiscal year,
concerning the Permanent University Fund, the Interest of the
System in the Available University Fund and the PUF Bonds, as the
State Auditor of Texas is required by applicable law to prepare and
distribute, and the unaudited financial statements of the System
and the annual report on investments in the Permanent University
Fund.

ARTICLE VI

PROVISIONS CONCERNING
FEDERAL INCOME TAX EXCLUSION

Section 6.01. GENERAL TAX COVENANT. The Board intends that
the interest on the Bonds shall be excludable from gross income for
purposes of federal income taxation pursuant to sections 103 and
141 through 150 of the Code, and applicable requlations. The Board
covenants and agrees not to take any action, or knowingly omit to
take any action within its control, that if taken or omitted,
respectively, would cause the interest on the Bonds to be includ-
able in gross income, as defined in section 61 of the Code, of the
holders thereof for purposes of federal income taxation. In
particular, the Board covenants and agrees to comply with each
requirement of this Article VI; provided, however, that the Board
shall not be required to comply with any particular requirement of
this Article VI if the Board has received a Counsel's Opinion that
such noncompliance will not adversely affect the exclusion from
gross income for federal income tax purposes of interest on the
Bonds or if the Board has received a Counsel's Opinion to the
effect that compliance with some other requirement set forth in
this Article VI will satisfy the applicable requirements of the
Code, in which case compliance with such other requirement
specified in such Counsel's Opinion shall constitute compliance
with the corresponding requirement specified in this Article VI.
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Section 6.02. USE OF PROCEEDS. The Board covenants and
agrees that its use of the Net Proceeds of the Bonds and the
Refunded Bonds will at all times satisfy the requirements set forth
in this Section. When used in this Article VI, the term Net
Proceeds, when used with respect to the Bonds and the Refunded
Bonds, shall mean the proceeds from the sale of the Bonds and the
Refunded Bonds, as the case may be, including investment earnings
on the proceeds of such issue, less accrued interest with respect
to such issue. :

(a) The Board will use all of the Net Proceeds of the Bonds
to acquire the "Escrowed Securities" referred to in the Escrow
Agreement sufficient to pay the principal of or interest on the
Refunded Bonds and to pay the costs of issuing the Bonds except for
amounts, if any, described in the Report as the rounding amount and
the ending cash balance in the escrow fund established pursuant to
the Escrow Agreement. The Board has limited and will limit the
amount of original or investment proceeds of the Refunded Bonds to
be used (other than use as a member of the general public) in the
trade or business of any person other than a governmental unit to
an amount aggregating no more than ten percent of the Net Proceeds
of the Refunded Bonds ("private-use proceeds"). For purposes of
this Section, the term "person" includes any individual, corpora-
tion, partnership, unincorporated association, or any other entity
capable of carrying on a trade or business; and the term "trade or
business" means, with respect to any natural person, any activity
regularly carried on for profit and, with respect to persons other
than natural persons, any activity other than an activity carried
on by a governmental unit. Any use of proceeds of the Refunded
Bonds or the Bonds in any manner contrary to the guidelines set
forth in Revenue Procedures 82-14, 1982-1 C.B. 459, and 82-15, 1982-1
C.B. 460, including any revisions or amendments thereto, shall
constitute the use of such proceeds in the trade or business of one
who is not a governmental unit.

(b) The Board has not permitted and will not permit more than
five percent of the Net Proceeds of the Refunded Bonds to be used
in the trade or business of any person other than a governmental
unit if such use is unrelated to the governmental purpose of the
Refunded Bonds. Further, the amount of private-use proceeds of
the Refunded Bonds in excess of five percent of the Net Proceeds
of the Refunded Bonds ("excess private-use proceeds") did not and
will not exceed the proceeds of the Refunded Bonds expended for the
governmental purpose of the Refunded Bonds to which such excess
private-use proceeds relate.

(c) The Board has not permitted and will not permit an amount
of proceeds of the Refunded Bonds exceeding the lesser of (i)
$5,000,000 or (ii) five percent of the Net Proceeds of the Refunded
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Bonds to be used, directly or indirectly, to finance loans to
persons other than governmental units.

Section 6.03. NO FEDERAL GUARANTY. The Board covenants and
agrees not to take any action, or knowingly omit to take any action
within its control, that, if taken or omitted, respectively, would
cause the Bonds to be "federally guaranteed" within the meaning of
section 149 (b) of the Code and applicable regulations thereunder,
except as permitted by section 149(b)(3) of the Code and such
regulations. .

Section 6.04. BONDS ARE NOT HEDGE BONDS. The Board
represents that not more than 50 percent of the proceeds of each
issue of bonds refunded by the Refunded Bonds was invested in
nonpurpose investments (as defined in section 148 (f) (6) (A) of the
Code) having a substantially guaranteed yield for four years or
more within the meaning of section 149(g) (3) (A) (ii) of the Code,
and the Board reasonably expected at the time each issue of bonds
refunded by the Refunded Bonds was issued that at least 85 percent
of the spendable proceeds of each such issue would be used to carry
out the governmental purposes of such issues within the correspond-
ing three-year period beginning on the respective dates of issue
of such bonds.

Section 6.05. NO-ARBITRAGE COVENANT. The Board shall
certify, through the Authorized Representative that based upon all
facts and estimates known or reasonably expected to be in existence
on the date the Bonds are delivered, the Board will reasonably
expect that the proceeds of the Bonds will not be used in a manner
that would cause the Bonds to be "arbitrage bonds" within the
meaning of section 148(a) of the Code and applicable regqulations
thereunder. Moreover, the Board covenants and agrees that it will
make such use of the proceeds of the Bonds including interest or
other investment income derived from proceeds of the Bonds,
regulate investments of proceeds of the Bonds, and take such other
and further action as may be required so that the Bonds will not
be "arbitrage bonds" within the meaning of section 148 (a) of the
Code and applicable regulations thereunder.

Section 6.06. ARBITRAGE REBATE. The Board will take all
necessary steps to comply with the requirement that certain amounts
earned by the Board on the investment of the "gross proceeds" of
the Bonds (within the meaning of section 148(f) (6) (B) of the Code)
be rebated to the federal government. Specifically, the Board will
(i) maintain records regarding the investment of the gross proceeds
of the Bonds as may be required to calculate the amount earned on
the investment of the gross proceeds of the Bonds separately from
records of amounts on deposit in the funds and accounts of the
Board allocable to other bond issues of the Board or moneys that
do not represent gross proceeds of any bonds of the Board, (ii)
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calculate at such times as are required by applicable regulations,
the amount earned from the investment of the gross proceeds of the
Bonds that is required to be rebated to the federal government, and
'(iii) pay, not less often than every fifth anniversary of the date
of delivery of the Bonds, all amounts required to be rebated to the
federal government. Further, the Board will not indirectly pay any
amount otherwise payable to the federal government pursuant to the
foregoing requirements to any person other than the federal
government by entering into any investment arrangement with respect
to the gross proceeds of the Bonds that might result in a reduction
in the amount required to be paid to the federal government because
such arrangement results in a smaller profit or larger loss than
would have resulted if the arrangement had been at arm's length and
had the yield on the issue not been relevant to either party.

Section 6.07. INFORMATION REPORTING. The Board covenants and
agrees to file or cause to be filed with the Secretary of the
Treasury, not later than the 15th day of the second calendar month
after the close of the calendar quarter in which the Bonds are
issued, an information statement concerning the Bonds, all under
and in accordance with section 149(e) of the Code and applicable
regulations thereunder.

ARTICLE VII
MISCELLANEQUS PROVISIONS

Section 7.01. INDIVIDUALS NOT LIABLE. All covenants,
stipulations, obligations, and agreements of the Board contained
in this Resolution shall be deemed to be covenants, stipulations,
obligations, and agreements of the System and the Board to the full
extent authorized or permitted by the Constitution and laws of the
State of Texas. No covenant, stipulation, obligation, or agreement
herein contained shall be deeméed to be a covenant, stipulation,
obligation, or agreement of any member of the Board or agent or
employee of the Board in his individual capacity and neither the
members of the Board nor any officer thereof shall be 1liable
personally on the Bonds or Additional Parity Bonds or Notes when
issued, or be subject to any personal liability or accountability
by reason of the issuance thereof. '

Section 7.02. DEFEASANCE OF BONDS. (a) Any Bond and the
interest thereon shall be deemed to be paid, retired, and no longer
outstanding within the meaning of this Resolution, except to the
extent provided in subsection (c) of this Section, when the payment
of all principal and interest payable with respect to such Bond to
the due date or dates thereof (whether such due date or dates be
by reason of maturity, upon redemption, or otherwise) either
(i) shall have been made or caused to be made in accordance with
the terms thereof (including the giving of any required notice of
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redemption), or (ii) shall have been provided for on or before such
due date by irrevocably depositing with or making available to the
Paying Agent/Registrar for such payment (1) lawful money of the
United States of America sufficient to make such payment or
(2) Government Obligations that 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 the Paying
Agent/Registrar for the payment of its services until after all
Defeased Bonds shall have become due and payable. At such time as
a Bond shall be deemed to be a Defeased Bond hereunder, as
aforesaid, such Bond and the interest thereon shall no longer be
secured by, payable from, or entitled to the benefits of, the
Interest of the System in the Available University Fund, and such
principal and interest shall be payable solely from such money or
Government Obligations, and shall not be regarded as outstanding
for the purposes of Section 3.04 hereof or any other purpose.

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

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

Section 7.03. AMENDMENT OF RESOLUTION. (a) The owners of
PUF Bonds aggregating 51% in principal amount of the aggregate
principal amount of then-outstanding PUF Bonds shall have the right
from time to time to approve any amendment to any resolution
authorizing the issuance of PUF Bonds that may be deemed necessary
or desirable by the Board; provided, however, that nothing herein
contained shall permit or be construed to permit, without the
approval of the owners of all of the outstanding PUF Bonds, the
amendment of the terms and conditions in said resolutions or in any
PUF Bond so as to:

(1) Make any change in the maturity of the outstanding PUF
Bonds:;
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(2) Reduce the rate of interest borne by any of the outstand-
ing PUF Bonds;

(3) Reduce the amount of the principal payable on the
outstanding PUF Bonds:

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

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

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

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

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

(d) Upon the adoption of any amendatory resolution pursuant
to the provisions of this Section, the resolution being amended
shall be deemed to be amended in accordance with the amendatory
resolution, and the respective rights, duties, and obligations of
the Board and all the owners of then outstanding PUF Bonds and all
future PUF Bonds thereafter shall be determined, exercised, and
enforced hereunder, subject in all respects to such amendment.

(e) Any consent given by the owner of a PUF Bond pursuant to
the provision of this Section shall be irrevocable for a perlod_of
six months from the date of the first publication or other service

-35=

B of R - 41



of the notice provided for in this Section, and shall be conclusive
and binding upon all future owners of the same PUF Bond during such
period. Such consent may be revoked at any time after six months
from the date of the first publication of such notice by the owner
who gave such consent, or by a successor in title, by filing notice
thereof with the Paying Agent/Registrar for such PUF Bonds and the
Board, but such revocation shall not be effective if the owners of
51% in aggregate principal amount of the then-outstanding PUF Bonds
as in this Section defined have, prior to the attempted revocation,
consented to and approved the amendment.

(f) For the purpose of this Section the ownership and other
matters relating to all PUF Bonds shall be determined from the
registration books kept for such bonds by the respective paying
agent/registrar therefor.

Section 7.04. ISSUANCE AND SALE OF BONDS. (a) The Authorized
Representative is hereby authorized to act for and on behalf of the
Board in connection with the issuance and sale of the Bonds. 1In
that capacity, the Authorized Representative, ac¢ting for and on
behalf of the Board, shall determine the date for issuance and sale
of the Bonds and the amount of Bonds to be issued and sold. The
Authorized Representative, acting for and on behalf of the Board,
is also hereby authorized to approve, execute and deliver the Bond
Purchase Contract with the Underwriters and therein to set forth
the price at which the Bonds shall be sold, the principal
amortization schedule for the Bonds, the rate or rates of interest
to be borne by the Bonds and other matters relating to the
issuance, sale and delivery of the Bonds and the refunding of the
Refunded Bonds; provided, that, the Bond Purchase Contract must
provide for the Bonds to be sold on terms that produce
(i) scheduled maturities that comply with Section 2.03 of this
Resolution, (ii) interest rate or rates that comply with Section
2.03 of this Resolution, (iii) a present value savings of not less
than $5,000,000 when the scheduled debt service payable on the
Bonds during each Bond Year is subtracted from the scheduled debt
service payable on the Refunded Bonds during the same Bond Year and
the remainder is discounted to the date of the Bond Purchase
Contract at a discount factor equal to the yield on the Bonds
determined in accordance with section 148 of the Code, and (iv) a
sales price for the Bonds at not less than 95 percent of the par
amount thereof (plus accrued interest from the date of the Bonds
to the date of delivery thereof against payment therefor). The
Authorized Representative's approval of the Bond Purchase Contract
shall be conclusively evidenced by his execution thereof. J. P.
Morgan Securities Inc., is hereby designated as the senior managing
underwriter. The Authorized Representative, acting for and on
behalf of the Board, shall select such additional investment
banking firms as deemed appropriate to assure that the Bonds are
sold on advantageous terms. It is further provided, however, that
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notwithstanding the foregoing provisions, the Bonds shall not be
delivered unless prior to delivery, the Bonds have been rated by
a nationally recognized rating agency for municipal securities in
one of the four highest rating categories for long-term obliga-
tions, as required by article 717q, Texas Revised Civil Statutes
Annotated, as amended.

(b) Prior to execution of the Bond Purchase Contract, the
Authorized Representative, acting for and on behalf of the Board,
shall cause a preliminary official statement to be prepared for
distribution by the Underwriters to prospective purchasers of the
Bonds, such document to be in substantially the form attached to
this Resolution, which form is hereby approved, but with such
changes and completions as the Authorized Representative may deenm
necessary or appropriate to enable the Authorized Representative,
acting for and on behalf of the Board, to deem the preliminary
official statement to be final as of its date, except for such
omissions as are permitted by Rule 15c2-12 of the Securities and
Exchange Commission ("Rule 15c2-12"). Within seven business days
after the execution of the Bond Purchase Contract; the Authorized
‘Representative, acting for and on behalf of the Board, shall cause
a final official statement to be provided to the Underwriters in
compliance with Rule 15c2-12.°

(c) Following the execution of the Bond Purchase Contract,
the Authorized Representative shall notify the Paying
Agent/Registrar in writing of the identity of the Underwriters and
of the following terms for the Bonds: dated date:; principal
amount; date for issue; maturities; rate or rates of interest; and
first interest payment date. The Authorized Representative shall
deliver the Initial Bonds to the Underwriters against payment
therefor. 1Incident to the delivery of the Bonds, the Authorized
Representative shall execute:

(1) a certificate to the effect that for the fiscal year
immediately preceding the date of said certificate the amount
of the Interest of the System in the Available University Fund
was at least 1-1/2 times the average annual Principal and
Interest Requirements (calculated in the manner described in
Section 3.04 of this Resolution) of the Bonds and all then
outstanding PUF Bonds that will be outstanding after the
issuance and delivery of the Bonds;

(2) a certificate to the effect that the total principal
amount of (a) all Bonds and Additional Parity Bonds and Notes
and (b) all other obligations of the Board, including but not
limited to the Series 1985 Bonds, the Series 1988 Bonds and
the Series 1991 Bonds, that are secured by and payable from
a lien on and pledge of the Interest of the System in the
Available University Fund, that will be outstanding after the
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issuance and delivery of the Bonds will not exceed 20% of the
cost value of investments and other assets of the Permanent
University Fund (exclusive of real estate) at the time the
Bonds are issued; provided that any obligation of the Board
that is payable from amounts appropriated, pursuant to article
VII, section 18 of the Texas Constitution, as amended,
including any amendment hereafter made to said article VII,
section 18 of the Texas Constitution, for the support and
maintenance of The University of Texas at Austin or System
administration does not and shall not constitute an obligation
secured by and payable from a lien on and pledge of the
Interest of the System in the Available University Fund;

(3) a certificate to the effect that all action on the
part of the Board necessary for the valid issuance of the
Bonds issued has been taken, that such Bonds have been issued
in compliance with the terms of this Resolution:; and

(4) a certificate to the effect that the Board is in
compliance with the covenants set forth in Articles V and VI
of this Resolution as of the date of such certificate.

Section 7.05. REFUNDING OF REFUNDED BONDS ; ESCROW
AGREEMENT. (a) Subject to the execution of the Bond Purchase
Contract, the Board irrevocably calls the Refunded Bonds for
redemption prior to maturity on July 1, 1995, at a price of par
plus accrued interest to the date fixed for redemption. Upon
execution of the Bond Purchase Contract, the Authorized
Representative, acting for and on behalf of the Board, shall cause
notice of such redemption to be given in accordance with the Series
1985 Resolution.

(b) The discharge and defeasance of the Refunded Bonds shall
be effected pursuant to the terms and provisions of the Escrow
Agreement and the Authorized Representative, acting for and on
behalf of the Board, is hereby authorized to approve, execute and
deliver for and on behalf of the Board the Escrow Agreement to
reflect the appointment, responsibilities and compensation of the
Escrow Agent, such approval to be conclusively, evidenced by the
Authorized Representative's execution thereof.

(c) To assure the purchase of the "Escrowed Securities"
referred to in the Escrow Agreement, the Authorized Representative,
acting for and on behalf of the Board, is hereby authorized to
subscribe for, agree to purchase and purchase obligations of the
United States of America, in such amounts and maturities and
bearing interest at such rates as may be provided for in the Escrow
Agreement, and to execute any and all subscriptions, purchase
agreements, commitments, 1letters of authorization and other
documents necessary to effectuate the foregoing.
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(d) To satisfy in a timely manner all of the Board's obliga-
tions under this Resolution and the Escrow Agreement, the
Authorized Representative and all other appropriate officers and
agents of the Board are hereby severally authorized and directed
for and on behalf of the Board to take all other actions that are
reasonably necessary to provide for the refunding of the Refunded
Bonds, including, without limitation, executing and delivering for
and on behalf of the Board all certificates, consents, receipts,
requests and other documents as may be reasonably necessary to
satisfy the Board's obligations under the Escrow Agreement and this
Resolution and to direct the transfer and application of funds of
the Board consistent with the provisions of such Escrow Agreement
and this Resolution.

(e) It is hereby found and determined that the refunding of
the Refunded Bonds 1is advisable and necessary in order to
restructure the debt service requirements of the Board and thereby
to achieve a present value savings.

Section 7.06. APPLICATION OF BOND PROCEEDS. Proceeds from
the sale of the Bonds shall, promptly upon receipt thereof, be
applied by the Authorized Representative as follows:

(1) accrued interest shall be deposited into the Interest and
Sinking Fund;

(ii) the remaining proceeds from the sale of the Bonds shall,
to the extent required, be applied to establish an escrow
fund in an amount, together with investment earnings
thereon, sufficient to accomplish the discharge and final
payment of the Refunded Bonds and, to the extent not
otherwise provided for, to pay all expenses arising in
connection with the issuance of the Bonds, the establish-
ment of such escrow fund and the refunding of the
Refunded Bonds; and

(iii) any proceeds of the Bonds remaining after making all such
deposits and payments shall be deposited into the
Interest and Sinking Fund. '

Any sale proceeds of the Bonds remaining after making all deposits
and payments provided for above shall be deposited into the
Interest and Sinking Fund.

Section 7.07. DTC LETTER OF REPRESENTATION. The Authorized
Representative, acting for and on behalf of the Board, is hereby
authorized and directed to approve, execute and deliver a Letter
of Representation with DTC with respect to the Bonds to implement
the book-entry only system of Bond registration, such approval to
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be conclusively evidenced by the Authorized Representative's
execution thereof.

Section 7.08. FURTHER PROCEDURES. The Chairman of the Board,
the Executive Secretary of the Board, the Authorized Representa-
tive, the Vice Chancellor and General Counsel of the System, and
all other officers, employees, and agents of the Board, and each
of them, shall be and they are hereby expressly authorized,
empowered, and directed from time to time and at any time to do and
perform all such acts and things and to execute, acknowledge, and
deliver in the name and under the seal and on behalf of the Board
all such instruments, whether or not herein mentioned, as may be
necessary or desirable in order to carry out the terms and
provisions of this Resolution, the Bonds, the preliminary official
statement and the official statement for the Bonds, the Escrow
Agreement, the Paying Agent Agreement, the Bond Purchase Contract,
and the DTC Letter of Representation. 1In case any officer whose
signature appears on any Bond shall cease to be such officer before
the delivery of such Bond, such signature shall nevertheless be
valid and sufficient for all purposes the same as if he or she had
remained in office until such delivery.

ADOPTED AND APPROVED this the day of , 1992.

Chairman

Board of Regents of '

The University of Texas System
Attest:

Executive Secretary
Board of Regents of
The University of Texas System

[SEAL]

\utexas\puf\resolu.92A
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DRAFT 1/16/92
PRELIMINARY OFFICIAL STATEMENT

DATED FEBRUARY __, 1992
NEW ISSUE: Book-Entry Only RATINGS: See "Ratings.”

In the opinion of Bond Counsel, interest on the Bonds is excludable from gross income for federal income tax
purposes under existing law and the Bonds are not private activity bonds. See "Tax Exemption” for a
discussion of the opinion of Bond Counsel, including a description of alternative minimum tax consequences
for corporations.

$ *
Board of Regents of
| The University of Texas System
Permanent University Fund Refunding Bonds
Series 1992A

Dated: March 1, 1992 Due: July 1, as shown herein

The Bonds will constitute valid and legally binding special obligations of the Board of Regents (the "Board") of The
University of Texas System (the "System"), secured by and payable from a first lien on and pledge of the "Interest of the
System"” in the "Available University Fund® (as defined herein) on a parity with the Board's outstanding Permanent University
Fund Refunding Bonds, Series 1985, Series 1988 and Series 1991. The Board has reserved the right to issue additional bonds
on a parity with the Bonds. THE BONDS DO NOT CONSTITUTE GENERAL OBLIGATIONS OF THE BOARD,
THE SYSTEM, THE STATE OF TEXAS OR ANY POLITICAL SUBDIVISION OF THE STATE OF TEXAS. THE
BOARD HAS NO TAXING POWER, AND NEITHER THE CREDIT NOR THE TAXING POWER OF THE STATE
OF TEXAS OR ANY POLITICAL SUBDIVISION THEREOF IS PLEDGED AS SECURITY FOR THE BONDS. See
"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. See "Plan of Financing."

The Bonds will mature on July 1 in each of the years and in the amounts and will bear interest at the per annum rates
shown on the inside of this cover page. The Bonds will bear interest from their date and will be payable January 1 and July
1 of each year, commencing July 1, 1992, until maturity or prior redemption.

The Bonds are initially issuable only to Cede & Co., as nominee of The Depasitory Trust Company, New York, New
York ("DTC") pursuant to the book-entry only system described herein. Beneficial ownership of the Bonds may be acquired
in denominations of $5,000 or integral muitiples thereof. No physical delivery of the Bonds will be made to the purchasers
thereof. Interest on and principal of the Bonds will be payable by Ameritrust Texas National Association, the initial Paying
Agent/Registrar, to Cede & Co., as nominee for DTC, which will make distribution of the amounts so paid to DTC

Participants (as defined herein) who will make payments 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." X

The Bonds are offered when, as and if issued, subject to approval of legality by the Attorney General of the State of
Texas and by Vinson & Elkins L.L.P., Austin and Houston, Texas, Bond Counsel. Certain legal matters will be passed on

for the Underwriters by McCall, Parkburst & Horton, Austin and Dallas, Texas, and for the System by Lannen & Moyé, P.C.
Dallas, Texas. The Bonds are expected to be available for delivery on or about March 24, 1992, in New York, New York.

J. P. Morgan Securities Inc.

Dated: 1992

*Preliminary, subject to change.
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MATURITY SCHEDULE

(July 1)
Yield Yield
Maturity Amount Rate or Price Maturity Amount Rate or Price
S % % s % %%
S —% Term Bonds due July 1 ___ Price %

[Accrued interest from March 1, 1992 to be added.]
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As of o 1992

OFFICERS

Louis A. Beecherl, Jr., Chairman,
Mario E. Ramirez, Vice-Chairman
Robert J. Cruikshank, Vice-Chairman
Arthur H. Dilly, Executive Secretary

MEMBERS

Terms Expire February 1, 1993

San Antonio
Dallas
Fort Worth
Terms Expire February 1, 1995
Houston
San Antonio
Roma
Terms Expire February 1, 1997
Dallas
Waco
Lufkin
Principal Administrative Officers and Staff
................................................................ Chancellor
..................................... Executive Vice Chancellor for Academic Affairs
....................................... Executive Vice Chancellor for Health Affairs
.............................. Acting Executive Vice Chancellor for Asset Management
............................................... Executive Director of Investments
........................ Executive Director, Endowment Management and Administration
.................................. Executive Director-Finance and Private Investments
........................................ Executive Director-Endowment Real Estate
........................................................... Manager-Finance
....................................... Vice Chancellor for Governmental Relations
............................................. Vice Chancellor and General Counsel
.................................. Executive and Research Assistant to the Chancellor
.............................................. Vice Chancellor for Business Affairs
........................................ Director-Office of Budget and Fiscal Policy
............................................................ Budget Director
........................................ Director-Facilities Planning and Construction
......................................................... Director-Accounting
.......................................................... Director of Audits
Investment Advisory Committee
Term Term
Expiration Expiration
1994 Mr. Michaet J. Roth, San Antonio 1993
1993 Mr. John T. Stuart, III, Dallas 1992
1992

Bond Counsel

Vinson & Elkins L.L.P.
Austin and Houston, Texas

B of R - 49



Component Institutions of
The University of Texas System

B of R - 50



General Academic

Institutions

The University of Texas
at Arlington

School of Architecture

College of Business Administraton
College of Engineering

College of Liberal Arts

School of Nursing

College of Science

Graduate School of Social Work
Graduate School

Institute of Urban Studies

The University of Texas
at Austin

School of Architecture

College of Liberal Arts

College of Engineering

College of Natural Sciences

College of Business Administration

LBJ School of Public Affairs

College of Communications

College of Education

College of Fine Arts

School of Law :

Graduate School of Library and
Information Sdence

School of Social Work
Graduate School
Marine Science Institute (Port Aransas)
McDonald Observatory at Mount
Locke (Fort Davis)

The University of Texas
at Brown e

College of Liberal Arts

College of Science and Mathematics
School of Business and Industry
School of Education

School of Health Sciences

The University of Texas
at Dallas

Callier Center for Communication
Disorders

School of Arts and Humanities

Eric Jonsson School of Engineering and
Computer Science

School of General Studies

School of Human Development

School of Management

School of Natural Sdences and
Mathematics

School of Social Sciences

The University of Texas
at El Paso

College of Business Administration
College of Education

College of Engineering

College of Liberal Arts

College of Nursing and Allied Health
College of Science

Graduate School

The University of Texas—
Pan American

College of Arts and Sciences

School of Business Administration
School of Education

Division of Health Related Professions

The University of Texas of
the Permian Basin

Division of Behavioral Sclence and
Physical Education

Division of Business

Division of Education

Division of Humanities and Fine Arts

Division of Science and Engineering

The University of Texas at
San Antonio

College of Business

College of Fine Arts and Humanities
College of Social and Behavioral Sdence
College of Sdences and Engineering
Institute of Texan Cultures

The University of Texas at
Tyler

School of Business Administration
School of Education and Psychology
School of Liberal Arts

School of Sclences and Mathematics

Health Institutions

The University of Texas
Southwestern Medical
Center at Dallas

Southwestern Medical School

Southwestern Graduate School of
Biomedical Sciences

School of Allied Health Sciences

iii
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The University of Texas Hospitals
School of Nursing

The University of Texas Health
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Medical School

Dental School

Graduate School of Biomedical Sciences
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School of Public Health

Speech and Hearing Institute

School of Nursing

The University of Texas Health
Science Center at San Antonio

Medical School

Dental School

Graduate School of Biomedical Sciences
School of Allied Health Sdences

School of Nursing

The University of Texas M.D.
Anderson Cancer Center
(Houston)

M.D. Anderson Hospital
M.D. Anderson Tumor [nstitute
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The University of Texas
Health Center at Tyler




USE OF INFORMATION IN OFFICIAL STATEMENT

No dealer, broker, salesman or other person has been authorized to give any information by the Board or the
Underwriters to give any information, or to make any representations other than those contained in the 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.

This Official Statement is not to be used in connection with an offer to sell or the solicitation of an offer to buy
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 Official 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, the System, the Permanent University Fund or other matters described herein
since the date hereof.

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 initial offering
price, including sales to dealers who may sell the Bonds into investment accounts. In connection with the offering of the Bonds,
the Underwriter 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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OFFICIAL STATEMENT
relating to
s L
Board of Regents of The University of Texas System
Permanent University Fund Refunding Bonds, Series 1992A

INTRODUCTION

This Official Statement, which includes the cover page and the Appendices hereto, provides certain information
regarding the issuance by the Board of Regents (the "Board") of the University of Texas System of its bonds, entitled
"Board of Regents of The University of Texas System Permanent University Fund Refunding Bonds, Series 1992A" (the
"Bonds"). Capitalized terms used in this Official Statement and nOt otherwise defined have the same meanings assigned
to such terms in the resolution (the "Resolution”) adopted by the Board on February 13, 1992 authorizing the issuance of
the Bonds.

The University of Texas System (the "System") was established pursuant to the provisions of the Constitution and the
laws of the State of Texas (the "State") as an agency of the State. The System presently consists of 15 State-supported
general academic and health-related education and research institutions, including The University of Texas at Austin. The
Board is the governing body of the System and its members are officers of the State, appointed by the Governor with the
advice and consent of the State Senate. For a general description of the System and each of its component institutions
see Appendix A, Description of The University of Texas System.

This Official Statement contains summaries and descriptions of the plan of financing, the Resolution, the Bonds, the-
Board, the System and other related matters. All refereaces to and descriptions of documents contained herein are only
summaries and are qualified in their entirety by reference to each such document. Copies of such documents may be
obtained from the Board. In addition, as described herein under the caption "Permanent University Fund -- Financial
Information,” certain financial information regarding the State, the System and the Permanent University Fund is available .
from the Board upon request.

PLAN OF FINANCING
Authority for Issuance of the Bonds

The Bonds will be issued under the authority of Article V1I, Section 18 of the Texas Constitution, Section 65.46, Texas
Education Code, and Articles 717k and 717q, Texas Revised Civil Statutes Annotated, all as amended, and pursuant to the
terms of the Resolution and the action of the authorized representative of the Board signing the bond purchase agreement
relating to the Bonds and establishing their final terms.

Purpose

The Bonds are being issued for the purpose of refunding a portion of the Board’s Permanent University Fund
Refunding Bonds, Series 1985, in the principal amount of $168,370,000 (the "Refunded Bonds®). The Refunded Bonds will
be called on July 1, 1995, their first call date. See Appendix E for a list of the Refunded Bonds. The issuance of the
Bonds will permit the Board to restructure its debt service requirements and realize a present value debt service savings.

*Preliminary, subject to change.
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The Refunded Bonds, and interest due thereon, are to be paid on the scheduled interest payment and redemption
dates of each such bond, from funds to be deposited with Ameritrust Texas National Association (the "Escrow Agent”),
pursuant to an Escrow Agreement (the "Escrow Agreement") between the Board and the Escrow Agent.

The Resolution provides that from the proceeds of the sale of the Bonds to the initial purchasers thereof, the Board
will deposit with the Escrow Agent the amount necessary to accomplish the discharge and final payment of the Refunded
Bonds. Such funds will be held by the Escrow Agent in a special escrow account (the "Escrow Fund”) and used to purchase
direct obligations of the United States of America (the "Government Obligation®).

Under the Escrow Agreement, to be effective as of the date of delivery of the Bonds, the Escrow Fund is irrevocably
pledged to the payment of principal of and interest on the Refunded Bonds.

Ernst & Young will verify at the time of delivery of the Bonds to the initial purchasers thereof that the Federal
Securities will mature and pay interest in such amounts which, together with uninvested funds, if any, in the Escrow Fund,
will be sufficient to pay, when due, the principal of and interest on the Refunded Bonds. Such maturing principal of and
interest on the Government Obligation will not be available to pay the Bonds. Ernst & Young will also verify the actuarial
yields relied on by Bond Counsel to support its opinion that the Bonds are not arbitrage bonds under Section 148 of the
Internal Revenue Code of 1986 as amended (the "Code"). Such verifications will be based on information and assumptions
supplied by the Board, and such verifications, information and assumptions will be relied upon by Bond Counsel in
rendering its opinions described herein.

By the deposit of the Government Obligation and cash with the Escrow Agent pursuant to the Escrow Agreement,
the Board will have effected the defeasance of the Refunded Bonds pursuant to the terms of the resolution authorizing
their issuance. It is the opinion of Bond Counsel that, as a result of such defeasance, the Refunded Bonds will no longer
be payable from the "Interest of the System" in the “Available University Fund® (as such terms are defined herein) but will
be payable solely from the principal of and interest on the Federal Securities and cash held for such purpose by the Escrow
Agent and that the Refunded Bonds will be defeased and are not to be included in or considered to be indebtedness of
the Board for any other purpose.

The Board has covenanted in the Escrow Agreement to make timely deposits in the Escrow Fund, from lawfully
available funds, of additional funds in the amounts required to pay the principal of and interest on the Refunded Bonds
should, for any reason, the cash balances on deposit or scheduled to be on deposit in the Escrow Fund be insufficient to
make such payments. .

Parity Bonds

The Bonds will be issued on a parity with the Board’s previously issued and outstanding Permanent University Fund
Refunding Bonds, Series 1985, Series 1988 and Series 1991 (the "Outstanding PUF Bonds"), currently outstanding in the
aggregate principal amount of $541,465,000 and will be on a parity with the anticipated Series 1992B Bonds (as defined
herein) in the anticipated aggregate principal amount of $80,000,000. (See "Security for the Bonds -- Future
Financings.")The Outstanding PUF Bonds, the Bonds, the Series 1992B Bonds and all additional bonds and notes issued
on a parity therewith ("Additional Parity Bonds and Notes") are referred to collectively herein as the "PUF Bonds". The
debt service.requirements for the Bonds combined with the debt service requirements for the Outstanding PUF Bonds are
set forth in Appendix C.
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DESCRIPTION OF THE BONDS

General

The Bonds will be issued only as fully registered bonds, without coupons, in any integral multiple of $5,000 principal
amount within a stated maturity, will be dated March 1, 1992, and will accrue interest from their dated date. The Bonds
will bear interest at the per annum rates shown on the inside of the cover page hereof. Interest on the Bonds is payable
on January 1 and July 1 of each year, commencing July 1, 1992. Interest on the Bonds will be calculated on the basis of
a 360-day year composed of twelve 30-day months. The Bonds mature on July 1 in the years and in the principal amounts
set forth in the maturity schedule contained on the inside of the cover page hereof.

The Bonds are initially issuable in book-entry only form. Initially, Cede & Co., the nominee of The Depository Trust
Company ("DTC"), 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.”

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

Redemption

Optional Redemption. Bonds scheduled to mature on and after July 1, 2003 are subject to redemption prior to
maturity at the optioa of the Board on July 1, 2002 or on any interest payment date thereafter, in whole or in part, in any
integral multiple of $5,000 (and, if in part, the particular Bonds or portions thereof to be redeemed shall be selected by
the Board) at the redemption price of par, without premium, plus accrued interest to the redemption date; provided that
during any period in which ownership of the Bonds is determined by a book entry at a securities depository for such Bonds,
if fewer than all of the Bonds of the same maturity and bearing the same interest rate are to be redeemed, the particular

Bonds of such maturity and bearing such interest rate shall be selected in accordance with the arrangements between the
Board and the securities depository.

Mandatory Redemption. The Bonds maturing on July 1, ___ are subject to mandatory sinking fund redemption prior
to their scheduled maturity/maturities in the following amounts, on the following dates at a price of par, without premium,
plus accrued interest to the date fixed for redemption:

Redemption Date Principal
—(July1) Amount _

The principal amount of the Bonds required to be redeemed on each such redemption date pursuant to the foregoing
operation of the mandatory sinking fund shall be reduced, at the option of the Board, by the principal amount of any
Bonds, which, at least 45 days prior to the mandatory sinking fund redemption date, (1) shall have been acquired by the
Board and delivered to the Paying Agent/Registrar for cancellation, or (2) shall have been acquired and canceled by the

3
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Paying Agent/Registrar at the direction of the Board, in either case of (1) or (2) at a price not exceeding the par or
principal amount of such Bonds, or (3) shall have been redeemed pursuant to the optional redemption provisions set forth
above and not theretofore credited against a mandatory sinking fund redemption. During any period in which ownership
of the Bonds is determined by a book entry at a securities depository for the Bonds, if fewer than all of the Bonds of the
same maturity and bearing the same interest rate are to be redeemed, the particular Bonds of such maturity and bearing
such interest rate shall be selected in accordance with the arrangements between the Board and the securities depository.

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

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

Paying Agent/Registrar

The initial Paying Agent/Registrar is named on the cover page hereof. In the Resolution, the Board reserves the right
to replace the Paying Agent/Registrar and covenants to maintain and provide a Paying Agent/Registrar at all times while
the Bonds are outstanding. The Board further covenants that the Paying Agent and Registrar will be one entity. Any
successor Paying Agent/Registrar is required by the Resolution to be a competent and legally qualified bank, trust company,
financial institution or other agency. Upon any change in the Paying Agent/Registrar, the Board is required promptly to
cause a written notice thereof to be sent to ecach registered owner of the Bonds by United States mail, first-class, postage
prepaid, which notice shall also give the address of the new Paying Agent/Registrar.

Book-Entry Only System

Book-Entry Only System. 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 bonds registered in the name of Cede & Co. (DTC’s
partnership nominee). One fully-registered Bond certificate will be issued for each maturity, in the aggregate principal
amount of such issue, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York 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
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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 bonds that its participants (*Participants”) deposit with
DTC. DTC also 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. Direct Participants include securities brokers and dealers, 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 ("Beneficial 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 interests in the Bonds are to be
accomplished by entries made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will
not receive certificates representing their ownership interests in 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 Beneficial 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 behalf of their
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.

Redemption notices shall be sent to Cede & Co. If less than all of the Bonds of 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 Bonds. Under its usual 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 the 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 the 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 the
customers in bearer form or registered in "street name," and will be the responsibility of such Participant and not of DTC,
the Paying Agent/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 and the Paying Agent/Registrar,
disbursement of such payments to Direct Participants shall be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.
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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 in this section concerning DTC and DTC'’s book-entry system has been obtained from DTC, but the
Board takes no responsibility for the accuracy thereof.

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

If the Board determines that (a) DTC is incapable of discharging its responsibilities or (b) the interests of the
Beneficial Owners of the Bonds might be adversely affected if the book-entry only system is continued, the Board shall
appoint a successor securities depository or deliver certificated Bonds, each as described in the Resolution.

Effect of Termination of Book-Entry Only System. In the event that the Book-Entry Only System is terminated by
DTC or the Board, the following provisions will be applicable to the Bonds.

(a) Payments. The principal and redemption price of all Bonds is payable to the registered owners thereof at maturity
or on the date of earlier redemption and only upon presentation and surrender of such Bonds at the corporate trust office
of the Paying Agent/Registrar. Interest on the Bonds will be paid by check mailed by the Paying Agent/Registrar to the
registered owners thereof as shown in the bond registration books of the Paying Agent/Registrar as of the Record Date,
which will be the 15th day of the month next preceding each interest payment date. Alternatively, upon the request and
at the risk and expense of a registered owner, interest may be paid by another method acceptable to the Paying
Agent/Registrar.

(b) Transfer, Exchange and Registration. Bonds may be transferred and exchanged on the registration books of the
Paying Agent/Registrar only upon presentation and surrender thereof to the Paying Agent/Registrar, together with proper
written instruments of assignment in form and with guarantee of signatures satisfactory to the Paying Agent/Registrar. Any
such transfer or exchange will be without expense or service charge to the registered owner except for any tax or other
governmental charges required to be paid with respect thereto. A new Bond or Bonds will be delivered by the Paying
Agent/Registrar, in lieu of the Bonds being transferred or exchanged, at the principal office of the Paying Agent/Registrar.
Any Bond issued in exchange or transfer for another Bond may be in any integral multiple of $5,000 principal amount for
any one maturity and shall have the same aggregate unpaid principal amount, interest rate and maturity date as the Bonds
or Bonds surrendered for exchange or transfer. The Board and the Paying Agent/Registrar may treat the person in whose
name a Bond is registered as the absolute owner thereof for all purposes, whether such Bond is overdue or not, including
for the purpose of receiving payment of, or on account of, the principal of and interest on such Bond.

(¢) Limirtation on Transfer. Neither the Board nor the Paying Agent/Registrar shall be required to assign, transfer,
or exchange (i) any Bond or any portion thereof during a period beginning at the close of business on any Record Date,
and ending at the opening of business on the next following principal or interest payment date or (ii) any Bond or any
portion thereof that has been called for redemption within 45 days prior to the date fixed for redemption.

Amendment of Terms

The owners of PUF Bonds aggregating 51% of the aggregate principal amount of the then outstanding PUF Bonds
have the right under the Resolution to approve any amendment to the Resolution or any other resolution authorizing the
issuance of PUF Bonds that may be deemed necessary or desirable by the Board; provided, however, that the owners of
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all of the outstanding PUF Bonds must approve the amendment of the terms and conditions in the Resolution, such other
resolutions or in any PUF Bond so as to (a) make any change in the maturity of the outstanding PUF Bonds; (b) reduce
the rate of interest borne by any of the outstanding PUF Bonds; (c) reduce the amount of the principal payable on the
outstanding PUF Bonds; (d) modify the terms of payment of principal of or interest on the outstanding PUF Bonds, or
impose any conditions with respect to such payment; (¢) affect the rights of the owners of less than all of the PUF Bonds
then outstanding; or (f) change the minimum percentage of the principal amount of PUF Bonds necessary for consent to
such amendment.

If at any time the Board shall desire to amend the Resolution or any such other resolution, the Board shall cause
notice of the proposed amendment to be published in a financial newspaper or journal published in the City of New York,
New York once during each calendar week for at least two successive calendar weeks. Such notice shall set forth briefly
the nature of the proposed amendment and shall state that a copy thereof is on file at the principal office of each Paying
Agent/Registrar for the PUF Bonds for inspection by all owners of PUF Bonds. Such publication is not required, however,
if notice in writing is given to each owner of PUF Bonds.

Defeasance

The Resolution makes the following provisions for the defeasance of the Bonds.

(3) Any Bond and the interest thereon shall be deemed to be paid, retired, and no longer outstanding within the
meaning of the Resolution (a "Defeased Bond") except to the extent provided in (c) below, when the payment of all
principal and interest payable with respect to such Bond to the due date or dates thereof (whether such due date or dates
be by reason of maturity, upon redemption, or otherwise) either (i) shall have been made or caused to be made in
accordance with the terms thereof (including the giving of any required notice of redemption) or (ii) shall have been
provided for on or before such due date by irrevocably depositing with or making available to the Paying Agent/Registrar
for such payment (1) lawful money of the United States of America sufficient to make such payment, or (2) Government
Obligations that mature as to principal and interest in such amouats 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 the Paying Agent/Registrar for the payment of its services
until after all Defeased Bonds shall have become due and payable. At such time as a Bond shall be deemed to be a
Defeased Bond, such Bond and the interest thereon shall no longer be secured by, payable from, or entitled to the benefits
of the Interest of the System in the Available University Fund, and such principal and interest shall be payable solely from
such money or Government Obligations, and shall not be regarded as outstanding under the Resolution. See "Security for
the Bonds." ‘

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

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

. (d) For purposes of these provisions, 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.
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SECURITY FOR THE BONDS

Pledge Under the Resolution

PUF Bonds and the interest thereon are equally and ratably secured by and payable from a first lien on and pledge
of the Interest of the System in the Available University Fund, as described below. Pursuant to the Resolution, the Board
has reserved the right to issue Additional Parity Bonds and Notes on a parity with the Bonds and the Outstanding PUF
Bonds. See "Security for the Bonds -- Additional Parity Bonds and Notes."

The Bonds do not constitute general obligations of the Board, the System, the State or any political subdivision of
the State. The Board has no taxing power, and neither the credit nor the taxing power of the State or any political
subdivision thereof is pledged as security for the Bonds.

Available University Fund

The Available University Fund is defined by the State Constitution to consist of all the dividend, interest and other
income of the Permanent University Fund (less administrative expenses), including net income attributable to the surface
of Permanent University Fund land. See "Permanent University Fund." As such dividend, interest and income are received,
the State Comptroiler of Public Accounts of the State of Texas credits the receipts to the Available University Fund, and
the money is deposited in the State Treasury for the purpose of investment.

Two-thirds of the amounts attributable to the Available University Fund (less administrative expenses of the
Permanent University Fund) are constitutionally appropriated to the System to be used for constitutionally prescribed
purposes. This two-thirds share is referred to herein and in the Resolution as the “Interest of the System" in the "Available
University Fund." Article VII, Section 18(f) of the State Constitution provides that after the payment of annual debt
service of obligations payable from the Available University Fund, $6,000,000 shall be appropriated annually for Prairie
View A & M University for a period of ten years commencing November 1, 1984. The remaining one-third of the amounts
attributable to the Available University Fund, after deducting such expenses, is constitutionally appropriated to The Texas
A&M University System.

Money credited to the Available University Fund is administered by the State Treasurer and, along with other funds

of the State, is invested in accordance with State law. Earnings on that portion of the Available University Fund
appropriated to the System accrue to and become a part of the Interest of the System in the Available University Fund.
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Income, Debt Service Requirements and Coverage

Table I below sets forth historical earnings of the Permanent University Fund that were deposited to the Available
University Fund, together with the debt service requirements of the Outstanding PUF Bonds and the Subordinate Lien
Notes and the coverage thereof. See "Security for the Bonds -- Subordinate Lien Notes and Residual Funds."

Table I
Historical Available University Fund (1)
(000’s Omiitted)

Available Total Debt
University  Interest of the Total Income Service Payable
Fund (after System in Available to from the
Fiscal Year Administrative Available Other Pay Debt Available
Ending August 31 _Expenses) (2) University Fund Income(3) Service University Fund(4) Coverage(5)
1983 $156,486 $104,324 $6,323 $110,647 $28,693 3.86x
1984 171,437 114,291 7,632 121,923 33,638 3.62x
1985 187,927 125,285 6,635 131,920 40,239 3.28x
1986 209,700 139,800 5111 144,911 29,702 4.88x
1987 209,182 139,455 4,152 143,607 45,503 3.16x
1988 231,417 154,278 5,939 160,217 43,531 3.68x
1989 . 248,146 165,431 9,216 174,647 51,867 3.36x
1990 258,219 172,146 8,188 180,334 50,549 3.57x
1991 250,421 166,948 5,211 172,159 53,506 3.21x

(1) The amounts stated in the years 1983 through 1986 are audited amounts. The 1987 through 1991 amounts are the
unaudited amounts reflected on the books of the System.

(2) The expenses of administering the Permanent University Fund constitute a first claim on the income therefrom and
are deducted prior to dividing the Available University Fund between the System and The Texas A&M University
System. The Resolution contains covenants restricting administrative expenses of the Permanent University Fund to
a minimum consistent with prudent business judgment.

(3) Through the fiscal year ending August 31, 1985, Other Income included the grazing and other income derived from
the surface of the Permanent University Fund land (all of which was appropriated to the System), plus nondivisible
interest income earned on the System’s share of the Available University Fund balance on deposit with the State
Treasury. The State Constitution requires that after August 31, 1985, surface income be allocated one-third to The
Texas A&M University System and the remaining two-thirds to the System. Accordingly, for the fiscal years ending
August 31, 1986 and thereafter, surface income is included in Available University Fund (after Administrative
Expenses).

(4) Includes Debt Service on the Board’s Permanent University Fund Variable Rate Notes, Series A but does not include
debt service payable from the Residual AUF. See "Security for the Bonds -- Subordinate Lien Notes and Residual
Funds.”

(5) Represents Total Income Available to Pay Debt Service divided by Total Debt Service Payable from the Available
University Fund. :

Constitutional Debt Power, Debt Limitations

The discretion to direct the use of the Interest of the System in the Available University Fund, after administrative
expenses, for constitutionally authorized purposes is vested in the Board. The discretion to direct the use of the one-third
interest of The Texas A&M University System in the Available University Fund, after administrative expenses, is vested
in the Board of Regents of The Texas A&M University System.
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Article VII, Section 18(b) of the State Constitution (the "Constitutional Provision®) authorizes the Board to issue bonds
and notes, payable from all or any part of the Interest of the System in the Available University Fund for the purpose of
(a) acquiring land, with or without permanent improvements, (b) constructing and equipping buildings or other permanent
improvements, (c) making major repair and rehabilitation of buildings and other permanent improvements, (d) acquiring
capital equipment, library books and library materials, and (e) refunding bonds or notes issued under such Constitutional
Provision or prior law at or for System administration and the component institutions of the System. The pledge and
security interest made and granted in the Resolution is accomplished pursuant to that Constitutional Provision.

The Constitutional Provision limits the aggregate amount of bonds and notes secured by the [nterest of the System
in the Available University Fund that may be issued by the Board to amounts not exceeding, at the time of issuance, 20%
of the cost value of investments and other assets of the Permanent University Fund, exclusive of real estate. As of January
31, 1992, the unaudited cost value of the Permanent University Fund, exclusive of real estate, was $3,564,742,397* and
outstanding bonds and notes secured by the Interest of the System in the Available University Fund totaled $551,465,000°.
Accordingly, as of January 31, 1992, the Board was authorized to issue an additional $161,483,479* of bonds or notes
secured by the Interest of the System in the Available University Fund. For the purpose of making these calculations, “cost
value” and "book value® are treated as equivalent terms. ‘

Table II shows the constitutional debt limits of the Permanent University Fund for each year 1982 through 1991 and
the amount of outstanding bonds and notes secured by the respective interests in the Available University Fund for each
of such years for both the System and The Texas A&M University System.

Table 11
Historical Availability and Outstanding Bonds and Notes
Texas A&M
The System University System
Fiscal Year Book Value Constitutional Constitutional
Ending August 31 of Fund Debt Limit =~ Outstanding Debt Limit = Outstanding
1982 $1,725,744,320 §230,099,243  $182,805,000 $115,049,621 $ 89,255,000
1983 1,902,619,274 253,682,570 221,955,000 126,841,284 105,565,000
1984 2,082,521,497 277,669,533 272,735,000 138,834,766 135,870,000
1985 2,316,874,704 463,374,941 309,065,000 231,687,470 162,345,000
1986 2,605,526,501 521,105,300 440,045,000 260,552,650 198,065,000
1987 2,919,540,498 583,908,100 427,420,000 291,954,050 220,690,000
1988 3,082,118,711 616,437,742 442,100,000 308,218,071 224,180,000
1989 3,294,392,325 658,878,465 477,205,000 329,439,232 248,050,000
1990 3,435,080,203 687,016,040 542,155,000 343,508,020 255,685,000
1991 3,526,480,946 705,296,189 551,465,000 352,648,095 308,300,000

Note: Prior to November 1984, the State Constitution limited the issuance of bonds and notes secured by an
interest in the Available University Fund to a maximum of 20% of the book value of the Permanent
University Fund (6.67% issued by The Texas A&M University System and 13.33% issued by the System).
An amendment to the Constitution increased the maximum amount of such bonds and notes to 30% of
the book value of the Permanent University Fund (10% issued by The Texas A&M University System and
20% issued by the System).

*As of December 31, 1991; to be revised prior to the distribution of this document to the public.
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General Covenants

The resolutions authorizing the Outstanding PUF Bonds and the Resolution require the State Comptroller of Public
Accounts to maintain in the State Treasury an Interest and Sinking Fund for the PUF Bonds. Such resolutions collectively
require the Board and the officers of the System to cause the State Comptroller of Public Accounts, on or before the date
on which principal or interest is due on the PUF Bonds, to transfer from the Interest and Sinking Fund to the Paying
Agent/Registrar amounts sufficient to pay such principal and interest.

The Board additionally covenants and agrees:

(a) that while any PUF Bonds are outstanding and unpaid, the Board will maintain and invest and keep invested the
Permanent University Fund in a prudent manner and as required by law;

(b) that the Board will restrict expenditures for administering the Permanent University Fund to a minimum consistent
with prudent business judgment;

(c) that the Board will duly and punctually pay or cause to be paid the principal of every PUF Bond, and the interest
thereon, from the sources, on the days, at the places and in the manner mentioned and provided in such obligations,
according to the true intent and meaning thereof, and that it will duly cause to be redeemed prior to maturity all PUF
Bonds, that by their terms are required to be redeemed mandatorily prior to maturity, when and as so required, and
that it will faithfully do and perform and at all times fully observe all covenants, undertakings and provisions contained
in the Resolution and in the aforesaid obligations;

(d) that, except for the PUF Bonds, and the interest thereon, the Board will not at any time create or allow to accrue
or exist any lien or charge upon the Permanent University Fund or the Interest of the System in the Available
University Fund, unless such lien or charge is made junior and subordinate in all respects to the liens, pledges, and
covenants in connection with the PUF Bonds, but the right to issue junior and subordinate lien obligations payable
from such Interest of the System in the Available University Fund is specifically reserved by the Board; and that the
lien created by the Resolution will not be impaired in any manner as a result of any action or non-action on the part
of the Board or officers of the System, and the Board will continuously preserve the Permanent University Fund and
each and every part thereof; and

(e) that proper books of records and accounts will be kept in which true, full and correct entries will be made of alt
income, expenses and transactions of and in relation to the Permanent University Fund and each and every part thereof
in accordance with accepted accounting practices. As soon after the close of each fiscal year (September 1 to August
31, inclusive) as may reasonably be done, the Board shall furnish to all bondholders and owners who may so request
such audits and reports by the State Auditor for the preceding fiscal year, concerning the Permanent University Fund,
the Interest of the System in the Available University Fund and the PUF Bonds, as the State Auditor is required by
applicable law to prepare and distribute.

General Tax Covenant

In the Resolution, the Board states its intention that the interest on the Bonds shall be excludable from gross income
for purposes of federal income taxation pursuant to Sections 103 and 141 through 150 of the Code and applicable
regulations. The Board covenants and agrees not to take any action, or knowingly omit to take any action within its
control, that if taken or omitted, respectively, would cause the interest on the Bonds to be includable in gross income, as
defined in Section 61 of the Code, of the holders thereof for purposes of federal income taxation. In particular, the Board
covenants and agrees in the Resolution to comply with each requirement of the Resolution relating to the treatment of
interest on the Bonds for federal income tax purposes; provided, however, that the Board shall not be required to comply
with any particular requirement if the Board has received an opinion of nationally recognized bond counsel acceptable to
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the Board that such noncompliance will not adversely affect the exclusion from gross income for federal income tax
purposes of interest on the Bonds or if the Board has received an opinion of such counsel to the effect that compliance
with some other requirement set forth in the Resolution will satisfy the applicable requirements of the Code, in which case
compliance with such other requirement specified in such' counsel’s opinion shall constitute compliance with the
corresponding requirement specified in the Resolution.

Additional Parity Bonds and Notes

The Board reserves the right, exercisable at any time and from time to time, to issue and deliver Additional Parity
Bonds and Notes, in as many separate installments or series as deemed advisable by the Board, but only for constitutionally
permitted (including refunding) purposes. Such Additional Parity Bonds and Notes, when issued, and the interest thereon,
shall be equally and ratably secured by and payable from a first lien on and pledge of the Interest of the System in the
Available University Fund, in the same manner and to the same extent as are the Bonds and the Outstanding PUF Bonds.
It is further covenanted, however, that no installment or series of Additional Parity Bonds or Notes shall be issued and
delivered unless the Executive Vice Chancellor for Asset Management of the System or some other officer of the System
designated by the Board executes:

(a) a centificate to the effect that for the fiscal year immediately preceding the date of said certificate the amount of
the Interest of the System in the Available University Fund was at least 1-1/2 times the average annual Principal and
Interest Requirements (as defined below) of the installment or series of Additional Parity Bonds or Notes then
proposed to be issued and all then outstanding PUF Bonds that will be outstanding after the issuance and delivery of
such proposed installment or series; and

(b) a certificate to the effect that the total principal amount of (i) all PUF Bonds and (ii) all other obligations of the
Board that are secured by and payable from a lien on and piedge of the Interest of the System in the Available
University Fund that will be outstanding after the issuance and detivery of the installment or series of Additional Parity
Bonds or Notes then proposed to be issued will not exceed 20% of the cost value of investments and other assets of
the Permanent University Fund (exclusive of real estate) at the time the proposed series or installment of Additional
Parity Bonds or Notes is issued.

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

Future Financings

The Constitutional Provision provides that the System and its component institutions may not receive any funds from
the general revenue of the State for acquiring land, with or without improvements, for constructing or equipping buildings
or other permanent improvements, or for major repair and rehabilitation of buildings or other permanent improvements,
except in case of fire or natural disaster (when the State Legislature may appropriate amounts to replace uninsured losses)
or in cases of demonstrated need, as statutorily expressed in an appropriations act adopted by a two-thirds vote of both
houses of the State Legislature. Accordingly, the needs of the System for capital funds through the issuance of bonds or
notes are on-going. The Board anticipates issuing its "Board of Regents of The University of Texas System Permanent
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University Fund Bonds, Series 1992B" (the "Series 1992B Bonds®) by competitive sale in April 1992. It is currently
anticipated that the Series 1992B Bonds will be issued in the aggregate principal amount of $80,000,000. However, the
issuance of the Series 1992B Bonds is dependent upon market conditions, and the issuance of such Bonds may be delayed
or canceled. Other than the Series 1992B Bonds, the Board does not expect to issue any additional bonds or notes secured
by the Interest of the System in the Available University Fund to fund capital projects through the end of the curreat
calendar year. The Board reserves the right to issue Additional Parity Bonds and Notes and other obligations should it
elect to do so. See Table II, "Historical Availability and Outstanding Bonds and Notes."

Remedies

Any owner of any of the Outstanding PUF Bonds, the Bonds or Additional Parity Bonds or Notes shall, in the event
of default in connection with any covenant contained in the Resolution or default in the payment of any amount due with
respect to such obligations, have the right to institute mandamus proceedings against the Board or any other necessary or
appropriate party for the purpose of enforcing payment from the moneys pledged under the Resolution or for enforcing
any such covenant. Acceleration of the amounts due with respect to such obligations is not provided as a remedy in the
Resolution.

Subordinate Lien Notes and Residual Funds

Subordinate Lien Notes. In addition to the PUF Bonds, pursuant to the Constitutional Provision, the Board has
authorized an interim financing program through the issuance of its Permanent University Fund Variable Rate Notes,
Series A to be outstanding at any time in the maximum principal amount of $250,000,000 ( the "Subordinate Lien Notes").
The Subordinate Lien Notes are secured by a lien on the Interest of the System in the Available University Fund
subordinate to the lien securing the PUF Bonds.

Following the delivery of the Bonds, the Board will have $16,000,000 in principal amount of Subordinate Lien Notes
outstanding. The Board anticipates retiring the outstanding Subordinate Lien Notes with proceeds of the proposed Series
1992B Bonds, which would result in the ability of the Board to issue up to $250,000,000 in principal amount of Subordinate
Lien Notes, subject to the constitutional debt limit. See "Security for the Bonds -- Future Financings® and "Security for
the Bonds -- Constitutional Debt Power, Debt Limitations.”

Residual AUF. After the payment of annual debt service on the PUF Bonds and after payment of any other obligations
secured by a lien on the Interest of the System in the Available University Fund, the Constitutional Provision appropriates.
the remaining amount attributable to the Interest of the System in the Available University Fund as follows: (a) first, the
sum of $6,000,000 annually, for ten years commencing November 1, 1984, to The Texas A&M University System for use
by Prairie View A&M University, and (b) the balance (the "Residual AUF™) to the Board for the support and maintenance
of The University of Texas at Austin and for the administration of the System.

In addition to the Bonds, the Outstanding PUF Bonds, and the Subordinate Lien Notes, the Board has previously
issued The University of Texas at Austin Building Revenue Refunding Bonds, Series 1986 (the "Building Revenue Bonds®),
presently outstanding in the aggregate principal amount of $29,835,000. The Building Revenue Bonds are secured by and
payable from, among other revenues, the "Pledged Available Fund Surplus,® which is that portion of the Residual AUF
that is biennijally appropriated by the State Legislature in a manner that will permit use thereof by the Board to pay debt
service on the Building Revenue Bonds. The Building Revenue Bonds and any other obligations of the Board payable {rom
and secured by the Pledged Available Fund Surplus are not subject to the 20% limitation described above under "Security
for the Bonds -- Constitutional Debt Power, Debt Limitations.”
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PERMANENT UNIVERSITY FUND

Introduction

The Permanent University Fund is a constitutional fund, created in the Texas Constitution of 1876. The assets and
earpings of the Permanent University Fund are dedicated to the uses and purposes of the System and The Texas A&M
University System. See "Security for the Bonds -- Available University Fund.® A graphic summary and analysis of [l:lc
relationship among the Permanent University Fund, the Available University Fund, the System and The Texas A&M

University System follows. Said summary and analysis is qualified in its entirety by reference to the full text of this Official
Statement and to the documents, laws and constitutional provisions referred to herein.
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The Permanent University Fund is a public endowment contributing to the support of institutions of the System (other
than The University of Texas-Pan American and The University of Texas at Brownsville) and the eligible institutions of
The Texas A&M University System. The Constitution of 1876 established the Permanent University Fund through the
appropriation of land grants previously given to The University of Texas at Austin plus one million acres. The land grants
to the Permanent University Fund were completed in 1883 with the contribution of another one million acres. Today, the
Permanent University Fund contains 2,109,109 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 royaities, together with all gains on investments,
all rentals on mineral leases, all lease bonuses and all amounts received from the sale of land must be added to the corpus
of the Permanent University Fund.

Investment Responsibility

The fiduciary responsibility for managing and investing the Permanent University Fund is constitutionally assigned to
the Board. The Board currently employs an investment and administrative staff as well as unaffiliated investment managers
for the purpose of optimizing investment performance while complying with legal limitations and policy guidelines. The
Board for Lease of University Lands, composed of representatives of the System, The Texas A&M University System and
the State Land Commxssnoner is responsible for the approval of oil, gas and other mineral leases.

The Board additionally appoints an Investment Advisory Committee of up to six citizen members whose particular
qualifications and experience qualify them, in the opinion of the Board, to advise the Board and the administration of the
System with respect to investment policy, planning and performance evaluations. The Investment Advisory Committee
meets on a quarterly basis. Pursuant to Board Rules and Regulations, Investment Advisory Committee members are
appointed for a three year term and may be reappointed for one additional term. The current members of the Investment
Advisory Committee are shown on page (i) of this Official Statement.

The principal administrative officer responsible for the management of the Permanent University Fund is the Executive
Vice Chancellor for Asset Management. He is supported by a staff of more than 60 employees, consisting of securities
analysts, accountants, and other personnel. His duties and powers include the power to make and execute daily investment
decisions consistent with legal limitations and policy guidelines. In mid October, 1991, Mr. Michael E. Patrick resigned
his position as Executive Vice Chancellor for Asset Management effective December 31, 1991, to accept an executive
position in private industry. Mr. Thomas G. Ricks, Executive Director of Finance and Private Invesiments, has been
appointed Acting Executive Vice Chancellor for Asset Management while a search is being conducted by the Chancellor
on a national basis for a permanent replacement.

The Texas Education Code additionally requires the Board to employ a well-recognized performance measurement
service to evaluate and analyze the investment resuits of the Permanent University Fund with other public and private funds
having similar objectives. The Board has employed SEI Corporation, Wayne, Pennsylvania. The firm annually renders a
report to the Board, copies of which may be obtained from the Office of Asset Management.

Investment Management Firms

The Board may hire unaffiliated investment managers from time to time in order to provide the Permanent University
Fund with increased diversity through their unique style and approach to investing as well as to improve the Permanent
University Fund’s return and volatility. The Board carefully screens and evaluates external managers on the basis of
investment philosophy and historical performance. Investment managers are monitored periodically by the Board for
performance and adherence to investment discipline. The Board reviews the composition of managers from time to time
and may add or terminate managers in order to optimize portfolio returns. As of January 1, 1992, external managers
managed approximately 14% of the assets of the Permanent University Fund.
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Eligible Investments and Standards

Pursuant to an amendment to Article VII of the State Constitution which was approved by the voters of the State on
November 8, 1988, the Board is authorized, subject to procedures and restrictions it establishes, to invest the Permanent
University Fund in any kind of investments and in amounts it considers appropriate; provided that it adheres to the prudent
person investment standard, which requires that, in making each and all investments, the Board shail exercise the judgment
and care under the circumstances then prevailing which persons of ordinary 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 therefrom as well as the probable safety of their capital.

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

The Resolution requires the Board to maintain and invest and keep invested the Permanent University Fund in a
prudent manner and as required by law. To the best knowledge and belief of the Board, the Board’s investments, practices
and policies are in full compliance with the requirements of the State Constitution and the Resolution.

Investment Objectives

The Board has three primary objectives in managing the Permanent University Fund: (1) the generation of more than
sufficient income to service interest and principal payments of bonds and notes secured by the Interest of the System in
the Available University Fund as well as to provide a dependable and growing stream of income for the support and
maintenance of The University of Texas at Austin and System administration, (2) to cause the total value of the Permanent
University Fund to appreciate over time and thereby to insure preservation of the Permanent University Fund’s purchasing
power and (3) diversification at all times to provide reasonable assurance that investment in a single security, class of
securities, or industry will not have an excessive impact on the Permanent University Fund.
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Table IIT shows the annual growth in the Permanent University Fund through fiscal year 1991. Proceeds from the sale
of assets contained in such Fund, including capital gains, are constitutionally required to remain as part of the corpus of
such Fund.

Table III
Annual Permanent University Fund Growth
(000’s omitted)

Oil & Gas Mineral

& Sulphur Lease Other Total
Fiscal Year Ending August 31 Royalties Sources Sources (1 Additions
Through September 1, 1979 ......... S 782,091 $ 305,886 $ 45,842 $1,133,819
1980 ..o iiiie i i 119,356 253 3,041 122,650
13 160,285 98,282 4316 262,383
1982 .\ttt e 178,286 20,221 7,886 206,393
1983 ... i e 154,702 742 21,431 176,875
1984 ...ttt i e, 145,186 7,254 27,462 179,902
1985 oo v ittt i 135,422 244 98,687 234,353
1986 ......ciiiiiiiiiiiii 109,510 6,172 172,970 288,652
1987 ............ e 73,148 6,985 233,881 314,014
1988 ........ et 75,431 3,568 83,578 162,577
1989 ... i i i, 67,236 2,555 142,483 212,274
1990 . ..., i i i 71,539 4913 64,236 140,688
1991 ... . i e __ 85049 2,383 3,969 91,401
Totals . ...t $2,157.241 $459,458 909,782 $3.526.481(2)

(1) Includes net realized gains (losses) on sale of Permanent University Fund securities.
(2) Excludes nominal value of land of $10,027,384.
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0.8, Tressuli®s . . . + o ot e ov s e e e e $ 83,780.5948.18
U.S. Goveranaent Obligaticas . . . . . . . . 13,329.967.12
U.3. Coverumest Ageneles . . . . . . . . . 30,2%0,272.62
PRA MOPSQREES .« « « o « s o o ¢ o o 2 0 4 s 162,666.42
Porelgn Goveraneat OOligaticas . . . . . . 274,590.70

COrporete JOBES . « « ¢ o o o o s b e oe s 74,203,1803.0)
Preferred StOCES .« . . ¢ o o s s s e e o oo 882,769, .2¢
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0.8. Goveraseat Agensies

WG f.fl "m e @ ® & 8 & e © s o o > x.‘s‘.’x’o‘.
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Tadle V1 shows the historical yield oa invesumeats beld in the Permaseat University Fund.

TABLEW]
PERMANENT UNIVERSITY FUND
Historical Yleld oa [nvestments Held
(1971.1991)
CORPORATE
0TAL oovgi:iln PREFERARD COnMON
TRAR INVESTIENTS(1) OBLIGATIONS(2) BONDE()) sTOocts STOCLS(1)

1970-71 §.65 8,68 §.91 - ' 6L
1971-72 '.73 5.08 493 - V.38
1972-73 y.99 s.76 897 - 062
1973-7% $.32 6.21 $.12 - 4,38
197078 5.7 7.07 5.5% - .93
197%-76 6.02 7.32 6.13 - .87
1976-77 6.4 7.40 6.23. - 5.3
1977-78 6.51 7.60 6.29 - 5.78
1978-79 7.00 8.18 6.50 - §.37
1979-80 7.48 8.57 7.26 10.80 £.58
1980-81 8.52 9.83 8.66 10.80 6§.97
1981-82 9.23 10.7% 9.8 13.56 §.88
1982-83 9.1% 10.70 10.07 13.50 £.46
1983-82 8.8 10.7% 10.26 13.56 5.61
1588-88 9.01 10.88 10.0} 13.56 5.58
1985-86 8.68 10.48 10.98 18,80 V.97
1986-87 8.117 10.%0 10.93 13.32 €.53
1987-88 7.87 10.1} 10.32 13.2% ..35
1988-89 7.7 9.9% 10.10 11.73 §.38
1589-90 7.88 9.80 9.92 6.8 8,22
1990-91 7.49 9.36 9.62 9.3% 3.5

(1) Por 1972-73 and subsequent years average yileld ezxcludes Short Ters Securities 3ue
withia o0e year.

(2) Average yield includes yield oa Treasury Bonds, Agency Obligatioas (Cuaraateed arnc
Bog-Juaranteed) and PRA More 9.

3) Aversge yield includes yield oa Poreign Governsent Bonds.

8)  Average yield ineludes yield oa Coavertible Dedeatures, Coavertidle Preferred

(
(
Stocks, Partoersbipe and Cossos Stocks.,
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Financial Information

Beginning with the fiscal year ended August 31, 1987, the State began issuing audited financial statements, prepared
in accordance with generally accepted accounting principles, for the State government as a whole. The statements are
prepared by the State Comptroller of Public Accounts and are audited by the State Auditor’s office. The State Auditor
expresses an opinion on the financial statements of the State but does not express an opinion on the financial statements
of individual component units, including those of the System and the Permanent University Fund.

The scope of the State Auditor’s audit includes tests for compliance with the covenants of bond issues of the State or
its component agencies and institutions. In addition, supplementary schedules are included in the State financial
statements, providing for each bond issue information related to pledged revenues and expenditures, coverage of debt
service requirements, restricted account balances and/or other relevant information which may feasibly be incorporated.
The State Auditor expresses an opinion on such schedules in relation to the basic financial statements taken as a whole.
Any material compliance exceptions related to bond covenants are disclosed in the notes to the financial statements and
all compliance exceptions related to bond covenants are addressed in the overall management letter for the State audit.
A copy of the latest audited financial statements of the State and the unaudited financial statements of the System and the
report entitled "Permanent University Fund Investments for the Fiscal Year ended August 31, 1991 may be obtained upon
request from the Office of Asset Management at 210 W. 6th Street, Austin, TX 78701. The Board has covenanted in the
Resolution to provide after the close of each fiscal year, to each bondholder who may so request, such audits and reports
by the State Auditor for the preceding fiscal concerning the Permanent University Fund, the Interest of the System in the
Available University Fund and the PUF Bonds, as the State Auditor is required by law to prepare and distribute and the
unaudited financial statements of the System and the annual report on investments in the Permanent University Fund.

ABSENCE OF LITIGATION

Neither the Board nor the System is a party to any litigation or other proceeding pending or, to their knowledge,
threatened, in any court, agency or other administrative body (either state or federal) which, if decided adversely to either
such party, would have a material adverse effect on its financial condition, the Permanent University Fund or the Interest
of the System in the Available University Fund, and no litigation of any nature has been filed, or to their knowledge
threatened, which seeks to restrain or enjoin the issuance or delivery of the Bonds or which would affect the provisions
made for their payment or security, or in any manner questioning the validity of the Bonds.

LEGAL MATTERS

Legal matters incident to the authorization, issuance and sale of the Bonds are subject to the unqualified approval of
the Attorney General of the State of Texas and of Vinson & Elkins L.L.P., Bond Counsel, whose approving opinion will
be in the form attached hereto as Appendix F. 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 the capacity as Bond
Counsel, such firm has reviewed the information relating to the Bonds and the Resolution contained under the captions
"Introduction,” "Plan of Financing,” "Description of the Bonds (other than the information under the caption "Book-Entry
Only System"),” "Security for the Bonds,” "Permanent University Fund -- Introduction,” "Legal Matters,” “Tax Exemption,”
"Tax Accounting Treatment of Original Issue Discount Bonds,” and "Legal Investments in Texas" (except for financial and
statistical information contained under any such caption) in this Official Statement, and such firm is of the opinion that
the information relating to the Bonds and the Resolution contained under such captions is a fair and accurate summary
of the information purported to be shown therein. The payment of legal fees to Bond Counsel in connection with the
issuance of the Bonds is contingent on the sale and delivery of the Bonds. Certain legal matters will be passed upon for
the Underwriters by McCall, Parkhurst & Horton and for the System by Lannen & Moyé, P.C.

The Board will furnish to the initial purchasers a complete transcript of proceedings incident to the authorization and
issuance of the Bonds, including the unqualified approving legal opinion of the State Attorney General, to the effect that
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the Bonds are valid and legally binding obligations of the Board, and based upon an examination of such transcript of
proceedings, the approving legal opinion of Bond Counsel to the effect that the Bonds are valid and legally binding
obligations of the Board, and to the effect that the interest on the Bonds is excludable from the gross income of the holders
thereof for federal income tax purposes under existing law. See "Tax Exemption.” The customary closing papers, including
a certificate to the effect that no litigation of any nature has been filed or is then pending to restrain the issuance and
delivery of the Bonds, or which would affect the provision made for their payment or security, or in any manner questioning
the validity of the Bonds, wiil also be furnished.

LITIGATION RELATING TO THE TEXAS HIGHER EDUCATION SYSTEM

On January 20, 1992, a final judgment was entered by the 107th District Court of Cameron County, Texas (the "District
Court"), in Cause No. 12-87-5242-A, styled League of United Latin American Citizens ("LULAC"), et al. v. Ann Richards,
et al., which held that the "Texas Higher Education System (the laws, policies, practices, organizations, entities and
programs that have created, developed or maintained Texas public universities and professional schools) [(the "Higher
Education System”)] is impermissibly unlawful, violative of, and prohibited by the Constitution and laws of the State of
Texas." The judgment states that the Higher Education System is unconstitutional because the named defendants in the
case (which include the Governor of the State of Texas (the "State®), other State officials and the members of the boards
of regents of most of the State universities and university systems, including members of the Board) have refused to grant
benefits to, have imposed unreasonable burdens upon, and denied equal educational opportunity to the class that the
plaintiffs represent (which includes all persons of Mexican (Hispanic) ancestry who reside in an area of 41 contiguous
counties along the border of Texas with Mexico and who are now or will be students, or would have been students but for
the unlawful practices and policies of the defendants, at Texas public senior colleges and universities or heaith related
institutions were if not for the resource allocation policies and practices complained at in the plaintiffs petition) because
of their national origin. The judgment further states that the Higher Education System has resulted in the expending of
fewer State resources on higher education in geographic areas of significant Mexican American populations than in other
areas of the State in violation of the State Constitution.

The judgment includes an injunction prohibiting the defendants from giving any force and effect to provisions of the
Texas Constiag&iggha d laws relating to the financing of public universities and professional schools from all sources,
including the evenue Fund and the Permanent University Fund proceeds. The injunction, however, is stayed until
May 1, 1993 in order to allow the defendants to pursue their appeal and to allow sufficient time for the Legislature of
Texas to enact a constitutionally sufficient plan for funding public universities and medical colleges should the District
Court’s judgment be upheld on appeal. The judgment also provides that it shall have prospective application only, and
shall not affect the validity or enforceability of obligations issued or incurred by a public university or professional school
in Texas, such as the Bonds being offered by this document, and the revenues or source of payment of such obligations
which are issued or incurred prior to May 1, 1993.

No comprehensive assessment has been made of the potential impact of the judgment on the System. The Attorney
General of Texas and the defendants have stated that they will appeal the judgment.

‘The opinion of Bond Counsel will state that Bond Counsel has considered such litigation in expressing its opinion that
the Bonds are valid and legally binding obligations of the System.
TAX EXEMPTION
In the opinion of Vinson & Elkins L.L.P., Bond Counsel, (i) interest on the Bonds is excludable from gross income
for federal income tax purposes under existing law and (ii) the Bonds are not "private activity bonds" under the Code, and

interest on the Bonds will not be subject to the alternative minimum tax on individuals and corporations, except as
described below in the discussion regarding the adjusted current earnings adjustment for corporations.
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The Code imposes a number of requirements that must be satisfied for interest on state or local obligations, such as
the Bonds, to be excludable from gross income for federal income tax purposes. These requirements include limitations
on the use of bond proceeds and the source of repayment of bonds, limitations on the investment of bond proceeds prior
to expenditure, a requirement that excess arbitrage earned on the investment of bond proceeds be paid periodically to the
United States and a requirement that the issuer file an information report with the Internal Revenue Service. The Board
has covenanted in the Resolution that it will comply with these requirements.

Bond Counsel’s opinion will assume continuing compliance with the covenants of the Resolution pertaining to those
sections of the Code which affect the exclusion from gross income of interest on the Bonds for federal income tax purposes
and, in addition, will rely on representations by the Board with respect to matters solely within the knowledge of the Board,
which Bond Counsel has not independently verified. If the Board should fail to comply with the covenants in the
Resolution or if the foregoing representations should be determined to be inaccurate or incomplete, interest on the Bonds
could become taxable from the date of delivery of the Bonds, regardless of the date on which the event causing such
taxability occurs.

The Code also imposes a 20% alternative minimum tax on the "alternative minimum taxable income” of a corporation
(other than any S corporation, regulated investment company, REIT, or REMIC), if the amount of such alternative
minimum tax is greater than the amount of the corporation’s regular income tax. The 'Superfund Revenue Act of 1986°
also imposes an additional .12% “environmental tax® on the alternative minimum taxable income of a corporation in excess
of $2,000,000. Generally, for taxable years beginning after 1989, a corporation’s alternative minimum taxable income will
include 75% of the amount by which a corporation’s "adjusted current earnings® exceeds its "alternative minimum taxable
income.” Because interest on tax-exempt obligations, such as the Bonds, is included in a corporation’s *adjusted current
earnings,” ownership of the Bonds could subject a corporation to alternative minimum tax consequences.

Under the Code, taxpayers are required to report on their returns the amount of tax-exempt interest, such as interest
on the Bonds, received or accrued during the year.

Except as stated above, and as stated below in “Tax Accounting Treatment of Original Issue Discount Bonds,* Bond
Counsel will express no opinion as to any federal, state or local tax consequences resulting from the ownership of, receipt
of interest on, or disposition of, the Bonds.

On June 26, 1991, the Tax Simplification Bill of 1991, S. 1394/H.R. 2777, was introduced in the United States House
of Representatives by Ways and Means Committee Chairman Rostenkowski and in the United States Senate by Finance
Committee Chairman Bentsen (together with the ranking minority members of such Committees). If the 1991 Bill is
enacted as currently drafted, for partnership taxable years ending on or after December 31, 1992, certain "large
partnerships® may be required to include in the computation of taxable income at the partnership level tax-exempt interest,
such as interest on the Bonds. Prospective purchasers of the Bonds who may be or become "large partnerships" should
consult their tax advisors regarding the 1991 Bill.

Prospective purchasers of the Bonds should be aware that the ownership of tax-exempt obligations may result in
collateral federal income tax consequences to financial institutions, life insurance and property and casualty insurance
companies, certain S corporations with Subchapter C earnings and profits, individual recipients of Social Security or
Railroad Retirement benefits and taxpayers who may be deemed to have incurred or continued indebtedness to purchase
or carry tax-exempt obligations. In addition, certain foreign corporations doing business in the United States may be
subject to the "branch profits tax® on their effectively connected earnings and profits, including tax-exempt interest such
as interest on the Bonds. These categories of prospective purchasers should consult their own tax advisors as to the
applicability of these consequences.
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TAX ACCOUNTING TREATMENT OF
ORIGINAL ISSUE DISCOUNT BONDS

The initial offering price for certain of the Bonds may be less than the principal amount thereof (the "Original Issue
Discount Bonds"). In such case, Bond Counsel, under existing law and based upon the assumptions hereinafter stated, will
render an opinion to the effect that:

(a) The difference between (i) the amount payable at the maturity of each Original Issue Discount Bond, and (ii) the
initial offering price to the public of such Original Issue Discount Bond constitutes original issue discount with respect
to such Original Issue Discount Bond in the hands of any owner who has purchased such Original Issue Discount Bond
in the initial public offering of the Bonds; and

(b) 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 allocable to the period that such Original Issue Discount Bond continues to be owned by such owner.

In the event of the redemption, sale or other taxable disposition of such Original Issue Discount Bond prior to stated
maturity, however, the amount realized by such owner in excess of the basis of such Original Issue Discount Bond in the
hands of such owner (adjusted upward by the portion of the original issue discount allocable to the period for which such
Original Issue Discount Bond was held by such initial owner) is includable in gross income. (Because original issue
discount is treated as interest for federal income tax purposes, the discussion regarding interest on the Bonds under the
caption "Tax Exemption® generally applies, except as otherwise provided below, to original issue discount on an Original
Issue Discount Bond held by an owner who purchased such Bond at the initial offering price in the initial public offering
of the Bonds, and should be considered in connection with the discussion in this portion of the Official Statement.)

In rendering the foregoing opinion, Bond Counsel will assume, in reliance upon certain representations of the
Underwriter, that (a) the Underwriter has purchased the Bonds for contemporaneous sale to the public and (b) all of the
Original Issue Discount Bonds have been initially offered, and a substantial amount of each maturity thereof has been sold,
to the general public in arm’s-length transactions for a price (and with no other consideration being included) not more
than the initial offering prices thereof stated on the cover page of this Official Statement. Neither the Board nor Bond
Counsel warrants that the Original Issue Discount Bonds will be offered and sold in accordance with such assumptions.
Certain of the representations of the Underwriter, upon which Bond Counsel will rely in rendering the foregoing opinion,
will be based upon records or facts the Underwriter had no reason to believe were not correct.

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 the basis for each accrual period is equal to (a) the sum of the issue price and the amount of original issue discount
accrued in prior periods muitiplied by the yield to stated maturity (determined on the basis of compounding at the close
of each accrual period and properly adjusted for the length of the accrual period) less (b) the amounts payable as current
interest during such accrual period on such Bond.

The federal income tax consequences of the purchase, ownership and 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 consuit
their own tax advisors with respect to the determination for federal, state and local income tax purposes of interest accrued
upon redemption, sale or other disposition of such Original Issue Discount Bonds and with respect to the federal, state,
local and foreign tax consequences of the purchase, ownership, redemption, sale or other disposition of such Original Issue
Discount Bonds.
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LEGAL INVESTMENTS IN TEXAS

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

VERIFICATION OF MATHEMATICAL COMPUTATIONS

Issuance of the Bonds will be subject to delivery by Emnst & Young, independent certified public accountants, of a
report of the mathematical accuracy of certain computations relating to (i) 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 Bonds and (ii) the actuarial yields relied on
by Bond Counsel to support its opinion that the Bonds are not arbitrage bonds under Section 148 of the Code. Such
verification of accuracy of such mathematical computations will be based upon information and assumptions supplied by
the Board and such verification, information and assumptions will be relied on by Bond Counsel in rendering its opinions
described herein.

RATINGS

Moody’s Investors Service has assigned a rating of Aal to the Bonds. Fitch Investors Service, and Standard & Poor’s
Corporation have each assigned ratings of AA+ 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 any of such ratings 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 § from the initial public offering prices therefor set forth on the back
of the cover-page of this Official Statement. The Underwriters will be obligated to purchase all of the Bonds if any Bonds
are purchased. The Bonds may be offered and soid 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.

J. P. Morgan Securities Inc. and Morgan Guaranty Trust Company of New York (the "Bank") are both wholly owned
subsidiaries of J. P. Morgan & Co. The Bank is currently providing the Board with a liquidity facility having an available
commitment amount of approximately $150,000,000, for the Board’s outstanding PUF Subordinate Lien Notes, and a
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liquidity facility having an available commitment amount of approximately $62,300,000, for the Board’s Revenue Financing
System Commercial Paper Program.

OTHER MATTERS

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

The Resolution authorizing the issuance of the Bonds will also approve the form and content of this Official
Statement, and any addendum, supplement or amendment thereto, and authorize its further use in the reoffering of the
Bonds by the Purchaser.

Acting Executive Vice Chancellor for Asset
Management, The University of Texas System
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APPENDIX A
THE UNIVERSITY OF TEXAS SYSTEM
History, Administration, Sources of Funding

The University of Texas System commenced in 1883 with the opening of The University of Texas at Austin. Today,
the System is one of the largest educational organizations in the United States and through its component institutions
provides instruction, research and public service throughout the State. Effective September 1, 1989, Pan American
University and Pan American University at Brownsville became part of The University of Texas System as authorized by
the Texas Legislature in 1989. Effective September 1, 1991, the State Legislature designated Pan American University at
Brownsville as a separate institution to be renamed the University of Texas at Brownsville and such institution would
represent a separate institution in the University System.

The Board consists of nine regents who serve without pay. Members are appointed by the Governor and confirmed
by the State Senate to staggered six-year terms. Administration of the System conforms to that of leading American
universities. The System is headquartered in Austin, Texas, and is supported by State appropriations, private gifts and
endowments, federal appropriations and grants, student tuitions and fees, the Interest of the University in the Available
University Fund and miscellaneous sources. The percentage division of these fund sources used for the fiscal year ended
August 31, 1991 is as follows:

Sources of Revenues

TUIOD A0 FOS . o o ottt ittt et ettt et et e e e e e e ' 7.45%
State APPIOPriatioOnS .. .. ...ttt ititeer ettt aiteranerarataaraeneaaaas 44.44
Gifts, Grants and COMIIACES . . ..o vttt it neee e s aeroesononessanesansesoseanersneneneenns 3.76
Available University Fund Income . ........ .. ittt ittt ittt 3.34
Sales aNd SeIVICES .. ...ttt ii ittt ittt ittt et et e 27.14
Professional Fees . ... ...ttt ittt ittt et e 10.15
Other Interest INCOME . ...t ittt ittt ittt ettt eeenansteresaseetoeetoeseennnennss 2.18
Other Sources ..............uu. e ettt e ettt _1.54
100%

Institutional Enrollment
The 1991 fall student enrollments at the teaching institutions of the System are as shown below:

L D ¥ 11T o T 25,135
L0 2Ry - N 11 4 ¢ 49,961
L0 A = 1 (o T3, | AP 1,457
LR R 0 1 | P 8,977
L0 W = I .Y T 16,380
L0 U o T Q- 11 1= o (- ¥ T 12,482
U Permian Basil ... .viiterinttinereneeenneeeoneaesannnoasssssenossonsonmananss 2,108
U T, San ANIONIO ...ttt it ittt ttesronnsnossaoonnssasonasanossaseassnesnansonens 15,759
L0 D0 7 L 3,788
U.T. Southwestern Medical Centerat Dallas .......... ...ttt rntnnnsrosonnneenns 1,595
U.T. Medical Branch at Galveston .. ... ..o iviveitaeioneernonsnnenseronastnnonessoens 2,586
U.T. Health Science Center at HOUSIOR . ..., ... iiitiienninitctenneenensasosaaannnss 3,125
U.T. Health Science Center at San ANONMIO . ... v v i i v ve e r e resoonesonesnotocanaaeassnn 2,546

07 1 PP 146,349
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Discussion of General Academic Institutions

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

The University of Texas at Austin, established in 1881, is the oldest and largest component of the University System.
A major public research university, its programs are nationally ranked in quality and its research facilities are among the
most extensive in the nation. The University of Texas at Austin library resources rank sixth among academic libraries in
the United States. Serving approximately 50,000 students, the institution offers 271 degree programs in all major academic
areas other than agriculture. An outstanding faculty lists among its ranks winners of the Nobel Prize and Pulitzer Prize,
as well as more than 1,000 endowed positions.

The University of Texas at Brownsville became a member of the University System as an upper-level center of The
University of Texas - Pan American on September 1, 1989. As of September 1, 1991, the Legislature designated it as a
separate institution of the System, adopted a name change, and endorsed a partnership with Texas Southmost College
whereby students will be able to pursue at The University of Texas at Brownsville either four-year courses of study for
baccalaureate programs or associate certificate, and graduate programs. Programs for a combined enrollment of more than
7,000 students will be conducted entirely in facilities leased from the Texas Southmost College District. The institution
will offer programs through the colleges of Liberal Arts and Science and Mathematics and the schools of Business and
Industry, Education, and Health Sciences. A cooperative doctoral program in Educational Administration is offered with
the University of Houston.

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

The University of Texas at El Paso was established by the State Legislature in 1914 as the Texas School of Mines and
Metallurgy. It was renamed the College of Mines after becoming a branch of the University System in 1919, redesignated
as Texas Western College in 1949 and, since 1967, has been named The University of Texas at El Paso. Both baccalaureate
and masters degrees are offered through six coileges: Business Administration; Education; Engineering; Liberal Arts;
Nursing and Allied Health; and Science. Doctorates are offered in Geological Sciences and Electrical Engineering. Its
location near the Texas-Mexico border resuits in the attendance of many studeats from Mexico.

The University of Texas-Pan American joined the University System as of September 1, 1989. Founded in 1927 as a
community college, it became Pan American University in 1971. The institution offers baccalaureate degrees in some 50
fields including Business, Arts and Sciences, and Education, as well as masters degrees in 20 fields. A baccalaureate
program in Engineering is now under development along with additional masters programs and doctoral programs. The
institution draws most of its students from the immediate region and has the largest enrollment of Hispanic students in
the nation.

The University of Texas of the Permian Basin in Odessa was created in 1969 and effective September 1, 1991, the
institution became a four year University by action of the State Legislature, and offers programs in the Arts and Sciences,

Business Administration and Education. It also offers a Master of Arts in Psychology. Innovative classroom and laboratory
techniques are emphasized, especially self-paced instruction, experimental learning and open laboratory and art areas.
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Students also benefit from work-study programs in media, education, research laboratories and field work for major oil
companies.

The University of Texas at San Antonio was authorized by the State Legislature in 1969. The institution is committed
to a multidisciplinary philosophy to encourage interchange among the disciplines as demonstrated by its organization into
15 divisions, rather than departments, in the Colleges of Business, Fine Arts and Humanities, Social and Behavioral
Sciences and Engineering. The University of Texas Institute of Texas Cultures at San Antonio, founded as a world’s fair
exhibit for HemisFair 1968, has grown 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 production staff serves museums across
the State with design, photography and exhibit fabrication.

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

Discussion of Health Institutions

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

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

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

The University of Texas Health Science Center at San Antonio includes the Medical School, Dental School, Graduate
School of Biomedical Sciences, School of Nursing, and the School of Allied Health Sciences. Authorized by the State
Legislature in 1959, the Medical School opened in 1968. Annual enrollment in academic programs of The University of
Texas Health Science Center at San Antonio is approximately 2,500. The center also provides continuing education for
about 12,000 health professionals annually.
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University of Texas M.D. Anderson Cancer Center is internationally renowned as one of the world’s premier centers for
cancer patient care, research, education and prevention. The University of Texas M.D. Anderson Cancer Center is
composed of The University of Texas M.D. Anderson Hospital and The University of Texas M.D. Anderson Tumor
Institute, both located in Houston, and The University of Texas M.D. Anderson Science Park in Bastrop County, Texas.
Since The University of Texas M.D. Anderson Cancer Center first opened in 1944, more than 230,000 cancer patients have
received the highest caliber care from the institution’s team of health professionals. In fiscal year 1990, the cancer center
had 490 hospital beds in operation and averaged 1,847 outpatient visits per day.

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

[THE REMAINDER OF THIS PAGE WAS INTENTIONALLY LEFT BLANK]
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1945 wnd subscqguentl years condlsls of sale ol sand,
(n) lacludes $57,748.17 profit on sale of bonds and $12,632,427.80 adjusteent for certaln bond exchanges ol prior years which dld nol mectl Glie

PERMANENT UNIVERSITY FUND RECEIPTS

(Continued)
Water RentLalsa on
Royaltiiesn Mineral
and Rentals (1) Leases (2) Mlac. (3)
$ 97,561.00 § 243,607.98 3 5.566.00
106,498.60 181,638.76 ———
125,0886.29 178,688.79 ———
114,125.92 172,563.90 ———-—
120,977.01 188,551.90 ———
119,386.54 218,234.93 -——=
113,894.95 257,8%8.55 427.00
123,401.52 281,032.49 1,523.00
124,982.69 231,845.79 --—--
135,085.98 319,026.86 45,443.00
156,466.78 305,394.23 4,616.00
172,840.88 276,364.31 ———
154,054.53 342,590.5%0 57.630.00
164,131.00 W45, 247.23 18,308.00
296,926 .42 446,989.25 ————
204,565.31 690,281.42 ———
242,133.42 599,275.12 -——
251,654.71 1.116,030.39 78,484 .43
295,196.04 1,401,703.95 97.311.79
280,463.43 2,343,377.90 26,639.10
436,345.90 2,550,236 .82 45,516.93
393,453.13 2,954,156.56 42,656.19
430,941.66 2,558,661.21 103,508.94
483,778.37 1,997.,907.63 27.636.90
855,112.73 2,314,846.80 15,886.00
612,809.76 1,736,478.11 23,794.75
791,815.98 822,774.96 38,870.30
635,417.51 497,730.87 5,919.90
713.387.11 592,239.82 24,721.26
1,126,926.76 869,198.15 35,.3%0.25
1,095,340.40 883,053.35 43,723.80
1,078,680.17 112,629.46 24,360.7%

Bonuses on

Mineral Leases

2,824,337.99
1.851,856.75
2,896,919.56
2,239,940.28
4,709,007.32
12,295,111.25
11,709,055 .47

930,920.26
5,409,497.31
4,133,164.45
1,966,392.11
1,838,207.68
5,055,030.81
7,066,026.34
12,542,068.58
8,265,982.40
15,379.248.23
13,862,279.02
18,573,336.16
10,817,523.37

252,798.50
98,282,136.49
20,221,156 .06

742,381.60
7,253,984 .34

244,093.06
6,171,721.86
6,984,753.24
3,567,966.96
2,554,807.73%
4,913,077.50

2,383,107.90

!12|2“1|661.81 $32,924 B37.40 $2,378,722.65 3459,458,416.24

estublished by Lhe Stale Audilor for Lransacllions Lo be classed as exchanges.

Galna and (lLosses)
on Sales of Securitles

Bonds Kquities
$ ———- $ 47,053.88
T72,45%2.93% 48,353.10
2,798.73 -
227,329.03 25,000.00
11.,894.14 -———
20.8% -——=-
87.97 -—--
13,784 .25 179,891.55
5. 34 420,712.76
9,949 .42 1,832,037.16
T.454.22 7.547.735.17
965,437.62 5,030,782.70
(25,860.30) 10,624,26%.06
(8,168,562.17%) 20,288,019 .43
27,.323.70 T4,562.11
24,912,179 (210,331.40)
(12,574,689.63)(4) (92,218, 33)
7.588.92 (441,650.94)
24,575.56 15,113.91
62,420.28 $30,u23.28
58,756 .28 (50,424.01)
(342,.583.31) 1,208,452.57
(1,037,955.85) 5.841.,024.35
1,834,080.92 17,087,6735.84
1,144,757, 33 €3,131,272.00
(10.501.59) 96.,324,736.59
{(11,846,382.79) 18%,162,826.97
4,570,190.%5 228,172,402.61
(15,049,888.50) 97.,297.979.28
(79,505 .18) 140,.5%30,819.18
(719,878 .8u) 62,933.085.25
(7,628,744 .89) 9,721,274.31
250,099,820 58) 4912, 351,017 6

Beglunlng 1989 tucludes brine lease rentals.
Prior to 1989 includes brine )esse rentals.
gravel and oLher malerials.

criteria




APPENDIX B
HISTORICAL BOOK VALUE OF PERMANENT UNIVERSITY FUND INVESTMENTS
(1971-1991)

d Jo d

L8

U.S.
Fiscal Year Total u.s. dovernment Foreign
Ending 1nvesiments governsent Agencles Governaent Corporate Equity - Cash and
Aug. 31 and Cash Obligations (Non-Guaranteed) Obligalions Bonds (1) Securities (2) Kquivaient
1971 $ 594,849,017.56 $128,784,611.54 ———— -——— $234,360,279.62 $ 215,470,381.45 $ 16,233,744.55
1972 630,575,059.99 145,803,494.06 -——— - 233,763,862 .43 247,398,8613.18 3,608,840.942
1973 669,354, ThO . 44 135,784,462.77 -——- ——— 243,453,994 14 258,638,644 .09 31,517.639.44
1974 714,283,775.19 155,858,761.16 1,000,000.00 ———— 2417,562,656.25 269,522,514 .24 40,339,843.54
1975 781,771,634.49 208,918,986 .48 1,000,000.00 -——— 279.571,990.53 270,865,293.16 21,415,364.32
1976 854,598,399.28  242,294,930.84 1,000,000.00 ——— 281,548,560.00 298,523,549.51 31,231,358.93
1977 . 946,070,598.51 261,884,549.50 1,000,000.00 —— 292,352,324.42 344,731,989 .40 46,101,735.19
1978 1,043,320,989.93  316,232,681.45 1,000,000.00 ——— 297,913,283.48 373.021,437.97 55,154,587.03
1979 1,133.,818,376.37 341,448,555.99 17,788,9175.10 ~——— 326,340,718.66 396,179,645.31 52,060,481, 41
1980  1,256,467,903.29  371,023,095.87  16,152,581.02 -—— 388,186 ,877.79 434,713,755.41 46,491,593.20
1981 1,519,350,740.87 b44,816,629.10 23,535,097.70 -—— 475,321,514.50 425,512,468.12 150,16%5,031.45
1982 1,735,744,320.14 510,405,770.15 38,111,205.74 -—-- 568,225,859.09 500,389,055.57 108,612,429.59
1983 1,902,619,273.517 589,721,845.11 32,089,505.36 -——-- 630,357.639.217 579,748,768.95 70,701,514 .88
1984 2,082,521,496.64 619,104,344.19 18,083,085.29 ——— 668,456,133.78 701,217,910.14 75,660,023.24
1985  2,316,874,704.42  579,011,221.29  25,515,038.20 -—— 706,713,287.03 626,924,264 .80 378,710,893.10
1986 2,605,526,500.59 605,012,041.77 53,762,857.04 -———— 694,416,298.95 767,028,384 .58 485,306,918.25
1987 2,919,540,498.17  503,934,290.97 176,478,682.40 - 688,050,905.79 864,579,822.01 686,496,797.00
1988 3,082,118,711.23 -471,684,659.47 284,347,623.00 - 712,645,527.40 997.,4139,894.95 616,001,006.41
1989 3,294,1492,324.61 624,1382,653.79 316,207,653.00 -——— 135,211,572.16 1,150,005,562.00 468,584,883.66
1990 3,435,080,203.14 564,158,126.76 313,131,768.72 2,000,000.00 1748,962,694.89 1,180,358,091.37 626,469,521 .40
1991 3,526,480,946.03 643,177,.508.59 331,608,491.17 19,433,108.75 B846,531,726. 34 925,632,814 .02 760,097,277.16
(1) 1971 and 1979 and subsequent years 1luclude Preferred Stocks.

(2)

Includes Convertible Debentures,

Convertible Preferred Stocks,

Partnerships and Common Stocks.




APPENDIX B
HISTORICAL MARKET VALUE OF
PERMANENT UNIVERSITY FUND INVESTMENTS
(1958-1991)

Piscal Year Market
Ending Aug. 31 Value
1958 $ 283,642,585.96
1959 300,619,318.71
1960 336,685,252.84
1961 363,319,703.48
1962 374,325,438.44
1963 410,157,219.63
1964 435,930,449.88
1965 467,016,457.82
1966 438,550,617.34
1967 ~ 485,074,088.49
1968 515,056,095.95
1969 494,350,751.87
1970 468,518,819.95
1971 564,491,493.21
1972 633,752,043.29
1973 617,918,754.39
1974 527,782,500.53
1975 670,731,301.24
1976 835,071,286.00
1977 919,814,401.79
1978 1,008,404,752.47
1979 1,094,333,795.89
1980 1,150,403,913.73
1981 1,293,316,410.28
1982 1,615,383,u488.74
1983 2,011,544,826.08
1984 2,150,403,445.10
1985 2,556,286,338.84
1986 3,112,081,335.16
1987 3,395,190,360.82
1988 3,227,421,237.07
1989 3,740,390,017.25
1990 3,541,314,858.55
1991 3,921,627,069.29
B-3
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APPENDIX B
PERMANENT UNIVERSITY FUND INVESTMENT INCOME
DISTRIBUTED TO THE AVAILABLE UNIVERSITY FUND
(From September 1, 1927 through August 31, 1991)

Fiscal Investment Fiscal Investment
Year Income Year Income
1927-28 242,530.27 1959-60 10,358,042.19
1928-29 384,509.18 1960-61 11,455,349.70
1929-30 503,677.31 1961-62 12,948,663.15
1930-31 642,221.37 1962-63 13,796,774.26
1931-32 842,324.14 1963-64 14,619,208.91
1932-33 733,999.12 1964-65 15,578,822.37
1933-34 743,505.80 1965-66 17,133,153.49
1934-35 726,727.46 1966-67 18,277,297.98
1935-36 702,334.60 1967-68 20,744,435, 4y
1936-37 719,979.17 1968-69 20,224,677.25
1937-38 790,655.00 1369-70 23,831,518.756
1938-39 859,493.29 1970-71 26,726,891.49
1939-40 904,822.71 1971-72 28,715,314.64
1940-41 904,507.18 1972-73 31,605,153.76
1941-42 932,705.90 1973-74 35,962,902.19
1942-43 1,086,824.10 1974-75 39,800,465.17
1943-44 1,182,982.97 1975-76 47,165,076.06
1944-45 1,204,251.79 1976-77 53,999,915.26
1945-46 1,556,650.11 1977-178 62,810,431.58
1946-47 1,596,337.42 1978-79 72,810,453.90
1947-48 1,821,256.61 1979-80 85,683,547.80
1948-49 2,192,910.68 1980-81 107,676,905.39
1949-50 2,495,001.08 1981-82 144,165,994.562
1950-51 2,900,964.91 1982-83 162,431,236.74
1951-52 3,367,364.31 1983-84 175,929,054.08
1952-53 3,871,713.17 1984-85 191,265,366.31
1953-54 5,097,077.92 1985-86 214,473,828.596
1954-65% 5,826,824.79 1986-87 214,771,440.91
1955-56 6,636,678.96 1987-88 236,873,982.38
1956-57 7,603,131.15 1988-89 254,333,926.06.
1957-58 8,513,540.19 1989-90 266,119,332.35
1958-59 9,319,666.26 1990-91 257.659,365.29
TOTAL ;g,966,855L69Z.36
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APPENDIX C

COMBINED DEBT SERVICE REQUIREMENTS
OUTSTANDING PUF BONDS AND THE BONDS
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APPENDIX C

COMBINED DEBT SERVICE REQUIREMENTS
OUTSTANDING PUF BONDS AND THE BONDS

FISCAL YEAR SERIES DEBT SERVICE TOTAL
ENDING 1988, 1988 AND 1991 ON THE DEBT

AUGUST 31 DEBT SERVICE BONDS (1) SERVICE

1991
1992
1993
1994
199§
1996
1997
1998
1999
2000
2001
2002
2003
- 2004
2008
2006
2007
2008
2009
2010
2011

(1) Assumed interest rate of 7% used for purposes of illustration.
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APPENDIX D

THE UNIVERSITY OF TEXAS SYSTEM
SCHEDULE OF OUTSTANDING INDEBTEDNESS (1)

Original
Amount [ssued Qutstanding

The University of Texas at Austin Building Revenue Refunding Bonds,

Series 1986(2) ..o vvviiiii it e e e i e $ 36,410,000  $ 29,835,000
The University of Texas System General Tuition Revenue Refunding Bonds, :

Series 1986(3) . ..o vttt i i i e et 85,365,000 66,330,000
Board of Regents of The University of Texas System Revenue Financing

System Refunding Bonds, Series 1991A, 1991B and 1991C(3) ... .. e 282,725,000 282,725,000
M. D. Anderson Hospital and Tumor Institute at Houston Endowment and

Hospital Revenue Bonds, Series 1972 and 1976(3) ............... 18,500,000 7,160,000

Hospital Revenue Bonds, Subordinate Lien, Series 1976(3) ......... 4,770,000 2,730,000
Board of Regents of Pan American University Tuition Revenue Refunding

Bonds, Series 1986(3) ...ttt i i e 7,625,000 6,470,000
1) Does not include the PUF Bonds or Subordinate Lien Notes or lease purchase payables in various amounts

totaling $8,042,878 as of August 31, 1991.

2) Payable from Available University Fund surplus on a junior and subordinate basis to PUF Bonds and
Subordinate Lien Notes.

3) Not payable from Available University Fund.
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APPENDIX E
SCHEDULE OF DEBT BEING REFUNDED
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APPENDIX F
FORM OF BOND COUNSEL OPINION
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VINSON & ELKINS L.L.P
ATTORNEYS AT LAW

3300 FIRST CITY TOWER FIRST CITY CENTRE 3700 TRAMMELL CROW CENTER
1001 FANNIN 2001 ROSS AVENUE
HOUSTON, TEXAS 77002-67680 818 CONGRESS AVENUE DALLAS, TEXAS 75201-29!8
TELEPHONE(712)758-2222 TELEX 762148 AUSTIN, TEXAS 78701-2496 TELEPHONE!214'220-7700
FAX{713)758-23468 FAX (2141220-7716

TELEPHONE(S(2)495-8400

FAX(312)495-8812

THE WILLARD OFFICE BUILDING 47 CHARLES ST..8ERKELEY SQUARE

1455 PENNSYLVANIA AVE.. N. W, LONDON WIiX 7PB. ENGLAND
WASHINGTON, D. C. 20004-1007 TELEPHONE Ot! 44 71 491-7238
TELEPHONE(202)839-6500 TELEX 89680 ’ 1992 FAX OIl 44 71 499-5320

FAX(202)639-8804 — CABLE VINELKINS LONDON W1-TELEX 24140

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BONDS
SERIES 1992A, DATED . 1992,

IN THE AGGREGATE PRINCIPAL AMOUNT OF $

WE HAVE ACTED AS BOND COUNSEL to the Board of Regents of The
University of Texas. System (the "Board") in connection with the
issuance by the Board of the bonds described above (the "Bonds").
The Bonds are issuable only as fully registered bonds in the
denomination of $5,000 principal amount or any integral multiple
thereof. The Bonds bear interest from 1, 1992 until maturity
or prior redemption, payable on July 1, 1992 and on each January 1
and July 1 thereafter until maturity or prior redemption, at the
respective rates of interest per annum and maturing on the dates
and in the respective amounts set forth below:

Due Principal Interest
July 1 Amount Rate

1996 $
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

0P I° 0P P OP OP 0P O 0P O I IR 0P O° I I IP IP
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THE BONDS ARE BEING ISSUED pursuant to a resolution adopted
by the Board on February 13, 1992 (the "Bond Resolution"), for the
purpose of obtaining funds to refund certain outstanding
obligations of the Board. The Bonds are secured equally and
ratably, together with other outstanding obligations of the Board
issued on a parity with the Bonds, by a first lien on and pledge
of the "Interest of the System" in the "Available University Fund"
(as such quoted terms are defined in the Bond Resolution). The
Board has reserved the right to issue other obligations on a parity
with the Bonds and the other bonds secured equally and ratably
therewith, and to amend the Bond Resolution with the approval of
the owners of 51% of the outstanding principal amount of all bonds
and notes of the Board that are secured by and payable from a first
lien on and pledge of the Interest of the System in the Available
University Fund.

THE SCOPE OF OUR ENGAGEMENT AS BOND COUNSEL extends solely to
an examination of the facts and law incident to rendering an
opinion with respect to the legality and validity of the Bonds and
the security therefor under the Constitution and kaws of the State
of Texas, and with respect to the excludability of interest on the
Bonds from gross income of the holders thereof for federal income
tax purposes. We have not been requested to investigate or verify,
and have not investigated or verified, any records, data or other
material relating to the financial condition or capabilities of The
University of Texas System or the "Permanent University Fund" (as
defined in the Bond Resolution) or the Available University Fund,
and we have not assumed any responsibility with respect to the
disclosure thereof in connection with the sale of the Bonds. Our
role in connection with the Board's Official Statement prepared for
use in connection with the sale of the Bonds has been limited as
described therein.

IN OUR CAPACITY AS BOND COUNSEL, we have examined applicable
provisions of the Constitution and laws of the State of Texas and
a transcript of certain materials pertaining to the Bonds and the
bonds being refunded, on which we have relied in giving our
opinion. The transcript contains certified copies of certain
proceedings of the Board and Ameritrust Texas National Association
(the "Escrow Agent"); the report of Ernst & Young, certified public
accountants, verifying the sufficiency of the deposits made with
the Escrow Agent for defeasance of the bonds being refunded and the
mathematical accuracy of certain computations of the yield on the
Bonds and the obligations acquired with the proceeds of the Bonds;
customary certificates, affidavits and other documents executed by
officers, agents and representatives of the Board, the State of
Texas, the Escrow Agent and others; and other certified showings
related to the authorization and issuance of the Bonds and the firm
banking and financial arrangements for the discharge and final
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payment of the bonds being refunded. We have also examined fully
executed Bond No. R-1l.

BASED ON SAID EXAMINATION, IT IS OUR OPINION THAT:

(a) The Board is the governing body of The University of
Texas System, a duly created and existing agency of the State of
Texas, and has full power and authority to issue the Bonds and to
adopt the Bond Resolution and perform its obligations thereunder.

(b) The Board has duly adopted the Bond Resolution, which
resolution duly authorizes the issuance, sale, execution and
delivery of the Bonds. Authorized representatives of the Board
have duly executed the Bonds, and the Bonds have been duly
registered and delivered to the initial purchasers thereof. The
Bonds constitute legal, valid and binding limited obligations of
the Board secured, along with certain other obligations of the
Board, by a first lien on and pledge of the Interest of the System
in the Available University Fund; provided, however, that the
enforceability of certain provisions of the Bonds and the Bond
Resolution may be limited by bankruptcy, insolvency,
reorganization, moratorium and other laws for the relief of debtors
and by general principles of equity that permit the exercise of
judicial discretion. The form and execution of executed Bond No.
R-1 are regular and proper.

(c) The Bonds are issued and delivered pursuant to and in
accordance with the Bond Resolution and the Constitution and laws
of the State of Texas, particularly article VII, section 18 of the
Texas Constitution, section 65.46, Texas Education Code, and
articles 717k and 717q, Texas Revised Civil Statutes Annotated,
all as amended. The Bonds are not general obligations of the Board
but are special, limited obligations payable solely from revenues,
funds and assets pledged under the Bond Resolution and not from any
other revenues, funds or assets of the Board. The Bonds are not
and do not create or constitute in any way an obligation, a debt
or a liability of the State of Texas or create or constitute a
pledge, giving or lending of the faith or credit or taxing power
of the State of Texas.

(d) Firm banking and financial arrangements have been made
for the discharge and final payment of the bonds being refunded
pursuant to an Escrow Agreement entered into between the Board and
the Escrow Agent and effective the date of delivery of the Bonds,
and that, therefore, such bonds are deemed to be fully paid and no
longer outstanding except for the purpose of being paid from the
funds provided therefor in such Escrow Agreement.
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In expressing such opinions we have considered 1litigation

originally styled League of United Latin American Citizens (LULAC),
et al. v. Ann Richards, et al., Cause No. 12-87-5242-aA, filed in
the 107th District Court, Cameron County, Texas, challenging the
constitutionality of the higher education system of the State of
Texas. In our opinion, such 1litigation does not affect the
validity of the Bonds or modify the rights of the Bondholders to
payment from the Interest of the System in the Available University
Fund. Reference is made to the Official Statement for a more
complete description of the litigation.

IT IS OUR FURTHER OPINION THAT:
(i) Interest on the Bonds is excludable from gross

income of the holders thereof for federal income tax
purposes under existing law.

(ii) The difference between the amount payable at
maturity of each Bond maturing on July 1 of the years

(the "Original Issue Discount Bonds"), and the "issue
price" of such Bond (based on the initial reoffering
"yield" or "price" as stated in the Official Statement
prepared for use in connection with the sale of the
Bonds) is excludable from gross income for federal income
tax purposes as original issue discount under existing
law.

(iii) The Bonds are not "private activity bonds,"
within the meaning of the Internal Revenue Code of 1986,
as amended (the "Code"), and interest on the Bonds is not
subject to the alternative minimum tax on individuals and
corporations, except that interest on the Bonds will be
included in "adjusted current earnings" of a corporation
(other than any S corporation, regulated investment
company, REIT or REMIC) for purposes of computing its
alternative minimum tax and its Superfund "environmental
tax" liability.

In providing the opinions set forth in paragraphs (i), (ii)
and (iii) above, we have relied on representations of the Board and
its authorized representatives with respect to matters solely within
the knowledge of the Board which we have not independently verified,
and we have assumed continuing compliance with the covenants in the
Bond Resolution pertaining to those sections of the Code which affect
the exclusion from gross income of interest on the Bonds for federal
income tax purposes. If such representations are determined to be
inaccurate or incomplete or the Board fails to comply with the
foregoing covenants of the Bond Resolution, interest on the Bonds
could become includable in gross income from the date of their original
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delivery, regardless of the date on which the event causing such
inclusion occurs.

Purchasers of Original Issue Discount Bonds in the initial
public offering are directed to the discussion entitled "TAX
ACCOUNTING TREATMENT OF ORIGINAL ISSUE DISCOUNT BONDS" set forth
in the Official Statement prepared for use in connection with the
sale of the Bonds for purposes of determining the portion of the
original issue discount described in paragraph (ii) above which is
allocable to the period such Bonds are held by a holder. The
federal income tax consequences of the purchase, ownership and
redemption, sale or other disposition of Original Issue Discount
Bonds which are not purchased in the initial public offering at the
initial offering price may be determined according to rules which
differ from those described above and in the Official Statement.

Except as stated above, we express no opinion as to any federal,
state or local tax consequences resulting from the ownership of,
receipt of interest on, or disposition of, the Bonds. Each prospective
purchaser should consult his own tax advisor with respect to such
matters.

Owners of the Bonds should be aware that the ownership of
tax-exempt obligations may result in collateral federal income tax
consequences to financial institutions, life insurance and property
and casualty insurance companies, certain S corporations with
Subchapter C earnings and profits, individual recipients of Social
Security or Railroad Retirement benefits and taxpayers who may be
deemed to have incurred or continued indebtedness to purchase or
carry tax-exempt obligations. In addition, certain foreign
corporations doing business in the United States may be subject to
the "branch profits tax" on their effectively-connected earnings
and profits (including tax-exempt interest such as interest on the
Bonds) .

On June 26, 1991 the Tax Simplification Bill of 1991, S. 1394/H.R.
2777, was introduced in the United States House of Representatives
by Ways and Means Committee Chairman Rostenkowski and in the United
States Senate by Finance Committee Chairman Bentsen (together with
the ranking minority members of such Committees). If the 1991 Bill
is enacted as currently drafted, for partnership taxable years ending
on or after December 31, 1992, certain "large partnerships" may be
required to include in the computation of taxable income at the
partnership level tax-exempt interest, such as interest on the Bonds.
Prospective purchasers of the Bonds who may be or become "large
partnerships" should consult their tax advisors regarding the 1991
Bill.

\utexas\puf\opn92A
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3. U. T. Board of Regents: Recommendation to Adopt Resolu-
tion and Authorizing the Issuance of Permanent Univer-
sity Fund Refunding Bonds, Series 1992B, in an Amount Not
to Exceed $85,000,000; Authorize the Office of Asset Man-
agement to Advertise for Bids for the Bonds; Appoilnt
Vinson & Elkins, Austin, Texas, and Lannen & Moye, Dallas,
Texas, as Co-Bond Counsel; McCall, Parkhurst & Horton,
Dallas, Texas, as Disclosure Counsel; Ameritrust Texas,

N. A., Austin, Texas, as Paying Agent; and Authorize Offi-
cers of U. T. System to Complete All Transactions.-=-

RECOMMENDATION

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

a. Adopt the Resolution substantially in the
form set out on Pages B of R 102 - 195 to
authorize the issuance of Permanent Univer-
sity Fund Refunding Bonds, Series 1992B,
in an amount not to exceed $85,000,000 and
a final maturity of July 1, 2013, to be
used to refund $16,000,000 of Permanent
University Fund Variable Rate Notes and to
provide bond proceeds for projects approved
under the Capital Improvement Plan

b. Authorize the Office of Asset Management
to advertise for bids for the bonds

c. Appoint Vinson & Elkins, Austin, Texas, and
Lannen & Moye, Dallas, Texas, as Co-Bond
Counsel

d. Appoint McCall, Parkhurst & Horton, Dallas,
Texas, as Disclosure Counsel ‘

e. Appoint Ameritrust Texas, N. A., Austin,
Texas, as Paying Agent

£. Authorize certain officers and employees of
the U. T. System to take any and all steps
necessary to carry out the intentions of the
U. T. Board of Regents to complete the trans-
actions as provided in the Resolution.

BACKGROUND INFORMATION

In order to take advantage of the current rate environment,
the Series 1992B Bonds are recommended in order to (1) refund
all outstanding Permanent University Fund Variable Rate Notes
and (2) finance approximately one year's project expenditures
under the 1991-1996 Capital Improvement Plan.
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DRAFT

January 21, 1992

RESOLUTION

authorizing the issuance, sale and delivery of

Board of Regents
of

The University of Texas System
Permanent University Fund Bonds

Series 1992B

and approving and authorizing instruments and procedures

relating thereto
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RESOLUTION AUTHORIZING THE ISSUANCE, SALE AND
DELIVERY OF BOARD OF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND
BONDS, SERIES 1992B, AND APPROVING
AND AUTHORIZING INSTRUMENTS AND PROCEDURES

REIATING THERETO

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

WHEREAS, the Board heretofore has authorized, issued, and
delivered, pursuant to such constitutional provision, its Refunded
Notes, which are now outstanding in the aggregate principal amount
of $16,000,000, and which, along with certain other outstanding
obligations of the Board, are secured by a pledge of the Board's
two-thirds interest in the Available University Fund; and

WHEREAS, the Board has determined to authorize issuance of its
obligations in the maximum aggregate principal amount of
$ for the purposes of refunding the Refunded Notes and
paying the Project Costs (hereinafter defined) of certain Eligible
Projects (hereinafter defined), all pursuant to article VII,
section 18 of the Texas Constitution, section 65.46, Texas
Education Code, and articles 717k and 717q, Texas Revised Civil
Statutes Annotated, all as amended, and other applicable laws;

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM THAT:
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ARTICLE I
DEFINITIONS, INTERPRETATION AND FINDINGS

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

"Additional Parity Bonds and Notes" means the additional
parity bonds and the additional parity notes permitted to be issued
pursuant to Section 3.04 hereof or pursuant to Section 12 of the
Series 1985 Resolution, Section 3.04 of the Series 1988 Resolution,
Section 3.04 of the Series 1991 Resolution or Section 3.04 of the
Series 1992A Resolution.

"Authorized Denomination" means $5,000 principal amount or any
integral multiple thereof.

"Authorized Investments" means those obligations, certificates
or agreements as described in the Public Funds Investment Act of
1987, Article 842a-2, Texas Revised Civil Statutes Annotated, as
amended from time to time.

"Authorized Representative" means the Executive Vice Chancel-
lor for Asset Management of the System, or in the event of a
vacancy in such position, the person duly authorized to act in such
capacity pending the appointment of a successor to such position.

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

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

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

"Bond Year" means the period beginning on July 2 of any
calendar year and continuing through July 1 of the following
calendar year.

"Code" means the Internal Revenue Code of 1986, as amended.
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"Construction Account" means the "Board of Regents of The
University of Texas System Permanent University Fund Bond
Construction Account" established by the Board pursuant to Section
7.06 of this Resolution.

"Counsel's Opinion" means a written legal opinion of national-
ly recognized bond counsel acceptable to the Board.

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

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

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

"Eligible Project" means the acquisition of land either with
or without permanent improvements, the construction and equipping
of buildings or other permanent improvements, major repair and
rehabilitation of buildings and other permanent improvements, the
acquisition of capital equipment, 1library books and 1library
materials. The term "Eligible Project" does not include the
constructing, equipping, repairing or rehabilitating of buildings
or other permanent improvements that are to be used for student
housing, intercollegiate athletics or auxiliary enterprises.

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

"Initial Bonds" means the Bonds authorized, issued, sold and
initially delivered hereunder and upon which the registration
certificate, manually executed by or on behalf of the Comptroller
of Public Accounts of the State of Texas, has been placed.

"Interest and Sinking Fund" means the Board of Regents of The
University of Texas System Permanent University Fund Bonds Interest
and Sinking Fund described in Section 3.02 hereof.

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

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

"pPaying Agent/Registrar" means the entity acting as both
Paying Agent and Registrar hereunder.

"Paying Agent Agreement" means the agreement with the Paying
Agent/Registrar authorized by Section 2.14 hereof, as such
agreement may be amended from time to time in accordance with the
terms thereof.

"Permanent University Fund" means the Permanent University
Fund as created, established, implemented and administered pursuant
to sections 10, 11, 1lla, 15 and 18 of article VII of the Texas
Constitution, as amended, and by other applicable present and
future constitutional and statutory provisions.

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

"Project Costs" means all costs and expenses  incurred in
relation to Eligible Projects, including, without 1limitation,
design, planning, engineering and legal costs, acquisition costs
of land, interests in 1land, right-of-way and easements,
construction costs, costs of machinery, equipment and other capital
assets incident and related to the operation, maintenance and
administration of an Eligible Project, and financing costs,
including interest during construction and thereafter, underwriters
discount and/or fees, legal, financial and other professional
services, and reimbursements for such Project Costs attributable
to Eligible Project incurred prior to issuance and delivery of the
Bonds or and any Additional Parity Bonds and Notes.
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"pUF Bonds" means the Bonds, the Series 1985 Bonds, the Series
1988 Bonds, the Series 1991 Bonds, the Series 1992A Bonds and all
Additional Parity Bonds and Notes.

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

"Refunded Notes" means the Board of Regents of The University
of Texas System Variable Rate Notes, Series A, issued under a
resolution adopted by the Board on December 7, 1989, and outstand-
ing in the aggregate principal amount of $16,000,000, which are
refunded by the Bonds.

"Registrar" means the registrar and transfer agent for the
Bonds appointed by the Board in Section 2.14 hereof, or any
successor to such registrar and transfer agent appointed by the
Board hereunder.

"Registration Books" means the books or records of the
registration and transfer of the Bonds required to be kept by or
on behalf of the Board pursuant to Section 2.09 hereof.

"Resolution" means this resolution authorizing the Bonds.

"Series 1985 Bonds" means the Board's Permanent University
Fund Refunding Bonds, Series 1985, issued under the Series 1985
Resolution 1n the original aggregate principal amount of
$345,970,000.

"Series 1985 Resolution" means the resolution adopted by the
Board on October 24, 1985, authorizing the issuance of the Series
1985 Bonds, as such resolution may be amended from time to time.

"Series 1988 Bonds" means the Board's Permanent University
Fund Refunding Bonds, Series 1988, issued under the Series 1988
Resolution in the original aggregate principal amount of
$100,000,000.

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

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

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

"Series 1992A Bonds" means the Board's Permanent University
Fund Refunding Bonds, Series 1992A, authorized to be issued under
the Series 1992A Resolution in the maximum original aggregate
principal amount of $ ; provided, that, all references
herein to the Series 1992A Bonds shall be of no force and effect
if the Series 1992A Bonds are not actually issued and delivered
prior to the issuance and delivery of the Bonds.

"Series 1992A Resolution" means the resolution adopted by the
Board on the date hereof authorizing the issuance of the
Series 1992A Bonds, as such resolution may be amended from time to
~time; provided, that, all references herein to the Series 1992A
Resolution shall be of no force and effect if the Series 1992A
Bonds are not actually issued and delivered prior to the issuance
and delivery of the Bonds.

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

The University of Texas at Arlington;

The University of Texas at Austin;

The University of Texas at Brownsville;

The University of Texas at Dallas;

The University of Texas at El1 Paso;

The University of Texas - Pan American;

The University of Texas of the Permian Basin;

The University of Texas at San Antonio;

The University of Texas at Tyler:;

The University of Texas Southwestern Medical Center at
Dallas;

The University of Texas Medical Branch at Galveston;

The University of Texas Health Science Center at Houston;

The University of Texas Health Science Center at San
Antonio;

The University of Texas M.D. Anderson Cancer Center; and

The University of Texas Health Center at Tyler,

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

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

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

ARTICLE II
AUTHORIZATION AND TERMS OF THE BONDS

Section 2.01. AUTHORIZATION AND AUTHORIZED AMOUNT. Pursuant
to authority conferred by and in accordance with the provisions of
the Constitution and laws of the State of Texas, particularly
article VII, section 18 of the Texas Constitution, section 65.46,
Texas Education Code, and articles 717k and 717q, Texas Revised
Civil Statutes Annotated, all as amended, Bonds are hereby autho-
rized to be issued, in the maximum aggregate principal amount of
MILLION DOLLARS ($__ ,000,000) for the purpose
of obtaining funds to refund the Refunded Notes and to pay the
Project Costs of certain Eligible Projects, all in accordance with
and subject to the terms, conditions and limitations contained
herein. The Bonds are Additional Parity Bonds permitted to be
- issued under Section 12 of the Series 1985 Resolution, Section 3.04
of the Series 1988 Resolution, Section 3.04 of the Series 1991
Resolution and Section 3.04 of the Series 1992A Resolution on a
parity and in all respects of equal dignity with the Series 1985
Bonds, the Series 1988 Bonds, the Series 1991 Bonds and the Series
1992A Bonds.

Section 2.02. DESIGNATION, FORM, NUMBERS, DATE AND DENOMINA-

TION OF THE BONDS. Each Bond shall be designated: "BOARD OF

REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND

BOND, SERIES 1992B". The Bonds shall be issuable only in fully
_7_
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registered form without coupons. The Bonds shall be lettered and
numbered separately from 1 upward prefixed by the letter R. Each
Bond shall be in an Authorized Denomination and shall be dated as
of the first calendar day of the month in which such Bond is sold
at public sale pursuant to Section 7.04 of this Resolution.

Section 2.03. INTEREST PAYMENT DATES, INTEREST RATES AND
MATURITY OF THE BONDS. Interest on the Bonds shall be payable on
the first January 1 or July 1 that is at least sixty (60) days
following the date of the Bonds and continuing on each January 1
and July 1 thereafter until maturity or prior redemption. The
Bonds shall bear interest at the fixed rate or rates of interest
per annum, calculated on the basis of a 360-day year composed of
twelve 30-day months, determined at the public sale held pursuant
to Section 7.04 of this Resolution; provided that (i) the interest
rate or rates for the Bonds must be in a multiple of 1/8 of 1% or
1/20 of 1%, with all of the Bonds of the same maturity bearing the
same interest rate, (ii) the maximum interest rate per annum borne
by any Bond must not exceed 15%, (iii) the highest interest rate
on any Bond must not exceed the lowest interest rate on the Bonds
by more than 4.0%, and (iv) the interest rate on Bonds of any
maturity must  not be less than the interest rate on Bonds of any
earlier maturity. The Bonds shall mature and become payable
(either by scheduled maturity or pursuant to mandatory sinking fund
redemption provisions) on July 1 in each of the years 1994 through
2013 (both inclusive), subject to prior redemption as set forth in
the FORM OF BOND appearing in this Resolution.

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

Section 2.04. REDEMPTION PRIOR TO MATURITY. (a) The Bonds
are subject to optional redemption prior to stated maturity on the
redemption dates and at the redemption price set forth in the FORM
OF BOND appearing in this Resolution. The Bonds shall be subject
to mandatory sinking fund redemption prior to stated maturity at
a redemption price of par, without premium, plus accrued interest
to the redemption date, in the amounts and on the dates determined
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at the public sale held pursuant to Section 7.04 of this
Resolution.

(b) (1) Notice of any redemption shall be given to the regis-
tered owners of the Bonds to be redeemed, all as set forth in the
FORM OF BOND appearing in this Resolution.

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

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

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

Section 2.05. MEDIUM AND PLACE OF PAYMENT. The principal and
redemption price of the Bonds shall be payable, without exchange
or collection charges, in lawful money of the United States of
America, to the respective registered owners thereof upon presenta-
tion and surrender thereof at maturity or upon the date fixed for
redemption prior to maturity at the principal office for payment
of the Paying Agent. Interest on the Bonds shall be payable by the
Paying Agent on each interest payment date, by check dated as of
such interest payment date, sent by United States mail, first-class
postage prepaid, to the respective owners thereof, at the address
of each such registered owner as it appears on the Record Date
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preceding each such interest payment date. 1In addition, interest
may be paid by such other method acceptable to the Paying Agent
requested by, at the risk and expense of, the respective registered
owners of the Bonds. Any accrued interest due upon the redemption
of any Bond prior to maturity as provided in this Resolution shall
be payable to the registered owner thereof at the principal office
for payment of the Paying Agent upon presentation and surrender
thereof for redemption and payment at such principal office for
payment. Notwithstanding the foregoing, any payment to Cede & Co.,
as nominee of DTC, or its registered assigns, shall be made in
accordance with existing arrangements among the Board and DTC.

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

FORM OF BOND

NO. PRINCIPAL AMOUNT
UNITED STATES OF AMERICA $
STATE OF TEXAS
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND BOND
SERIES 1992B

INTEREST RATE MATURITY DATE DATED DATE CUSIP NO.

% . , 1992

ON THE MATURITY DATE specified above, the BOARD OF REGENTS OF
THE UNIVERSITY OF TEXAS SYSTEM (the "Board"), being the governing
body of The University of Texas System, an agency of the State of

Texas, hereby promises to pay to or the
registered assignee hereof (either being hereinafter called the
"registered owner") the principal amount of and

to pay interest thereon, calculated on the basis of a 360-day year
composed of twelve 30-day months, from the dated date specified
above to the maturity date specified above, or the date of redemp-
tion prior to maturity, at the interest rate per annum specified
above; with interest being payable on the first January 1 or July 1
that is at least sixty days following the dated date specified
above, and semiannually on each January 1 and July 1 thereafter,
except that if the date of authentication of this Bond is later
than July 1, 1992, such principal amount shall bear interest from
the interest payment date next preceding the date of authentica-
tion, unless such date of authentication is after any Record Date
(hereinafter defined) but on or before the next following interest

-10-
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payment date, in which case such principal amount shall bear
interest from such next following interest payment date.

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

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

THIS BOND is one of an issue of Bonds authorized to be issued
in the maximum aggregate principal amount of $___ ,000,000, FOR THE
PURPOSE OF PROVIDING FUNDS TO REFUND THE BOARD'S PERMANENT
UNIVERSITY FUND VARIABLE RATE NOTES, SERIES A, IN THE OUTSTANDING
AGGREGATE PRINCIPAL AMOUNT OF $16,000,000, AND TO PAY THE "PROJECT
COSTS" OF "ELIGIBLE PROJECTS" OF THE UNIVERSITY OF TEXAS SYSTEM
(the quoted terms having the meanings set forth in the Bond
Resolution).

ON JULY 1, 2002, or on any interest payment date thereafter,
the Bonds of this Series may be redeemed prior to their scheduled
maturities, at the option of the Board, with funds derived from
any available and lawful source, as a whole or in part in any
integral multiple of $5,000 principal amount, and- if in part, the
particular Bonds or portions thereof to be redeemed shall be
selected and designated by the Board (provided that a portion of
a Bond may be redeemed only in an integral multiple of $5,000
principal amount), at a redemption price of par, without premium,
plus 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 at a securities depository for the
Bonds, if fewer than all of the Bonds of the same maturity and
bearing the same interest rate are to be redeemed, the particular
Bonds of such maturity and bearing such interest rate shall be
selected in accordance with the arrangements between the Board and
the securities depository.

*(The Bonds of this Series maturing on July 1, are
subject to mandatory sinking fund redemption prior to their
scheduled maturity/maturities - in the following amounts, on the
following dates at a price of par, without premium, plus accrued
interest to the date fixed for redemption:

Redemption Date - Principal
(July 1) Amount

*Include bracketed language (with all blanks appropriately
completed) if it is determined at the public sale held pursuant to
Section 7.04 of the Resolution that the Bonds of any maturity are
subject to mandatory sinking fund redemption.
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The principal amount of the Bonds required to be redeemed on each
such redemption date pursuant to the foregoing operation of the
mandatory sinking fund shall be reduced, at the option of the
Board, by the principal amount of any Bonds, which, at least 45
days prior to the mandatory sinking fund redemption date, (1) shall
have been acquired by the Board and delivered to the Paying
Agent/Registrar for cancellation, or (2) shall have been acquired
and cancelled by the Paying Agent/Registrar at the direction of
the Board, in either case of (1) or (2) at a price not exceeding
the par or principal amount of such Bonds, or (3) shall have been
redeemed pursuant to the optional redemption provisions set forth
above and not theretofore credited against a mandatory sinking fund
redemption. During any period in which ownership of the Bonds is
determined by a book entry at a securities depository for the
Bonds, if fewer than all of the Bonds of the same maturity and
bearing the same interest rate are to be redeemed, the particular
Bonds of such maturity and bearing such interest rate shall be
selected in accordance with the arrangements between the Board and
the securities depository.]

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

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

ALL BONDS OF THIS SERIES are issuable solely as fully
registered bonds, without interest coupons, in the denomination of

-14-~-

B of R - 118



$5,000 principal amount 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 converted into and exchanged for
a like aggregate principal amount of fully registered bonds,
without interest coupons, payable to the appropriate registered
owner, assignee, or assignees, as the case may be, having the same
maturity date, and bearing interest at the same rate, in any
denomination or denominations in any integral multiple of $5,000
principal amount as requested in writing by the appropriate
registered owner or assignee, as the case may be, upon surrender
of this Bond to the Paying Agent/Registrar for cancellation, all
in accordance with the form and procedures set forth in the Bond
Resolution. The Board shall pay the Paying Agent/Registrar's
standard or customary fees and charges for converting and exchang-
ing any Bond or any portion thereof, but the one requesting such
conversion and exchange shall pay any taxes or governmental charges
required to be paid with respect thereto as a condition precedent
to the exercise of such privilege of conversion and exchange.

THE PAYING AGENT/REGISTRAR shall not be required to make any
transfer of registration of this Bond or any portion hereof, or any
conversion and exchange hereof (i) during the period commencing
with the close of business on any Record Date and ending with the
opening of business on the next following principal or interest
payment date or (ii) with respect to any Bond or portion thereof
called for redemption prior to maturity, within 45 days prlor to
its redemption date.

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

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

IT IS HEREBY certified, recited, and covenanted that this Bond
has been duly and validly authorized, issued, and delivered; that
all acts, conditions, and things required or proper to be
performed, exist, and be done precedent to or in the authorization,
issuance, and delivery of this Bond have been performed, existed,
and been done in accordance with law; and that the interest on and
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principal of this Bond, and the other Bonds of this Series, are
equally and ratably secured by and payable from a first lien on and
pledge of the two-thirds interest of The University of Texas System
in the fund (the "Available University Fund") consisting of the
dividends, interest and other income (less administrative expenses)
from the Permanent University Fund that is created and administered
under the Texas Constitution, as described more fully in the Bond
Resolution, all in accordance with article VII, section 18 of the
Texas Constitution and other applicable laws.

THE BOARD heretofore has issued its $345,970,000 Permanent
University Fund Refunding Bonds, Series 1985, its $100,000,000
Permanent University Fund Refunding Bonds, Series 1988, and its
$254,230,000 Permanent University Fund Refunding Bonds, Series
1991. (Further, prior to the issuance of the Bonds, the Board
issued its $ Permanent University Fund Refunding
Bonds, Series 1992A, for the purpose of refunding $168,370,000 in
aggregate principal amount of the Board's Permanent University Fund
Refunding Bonds, Series 1985, described above.*] All of the
aforesaid bonds also are secured by a first lien on and pledge of
the interest of The University of Texas System in the Available
University Fund, and are on a parity with and of equal dignity in
all respects with the Bonds. The Board has reserved the right,
subject to the restrictions referred to in the Bond Resolution,
(i) to issue Additional Parity Bonds and Notes that also may be
secured by and made payable from a first lien on and pledge of the
aforesaid interest of The University of Texas System in the
Available University Fund, in the same manner and to the same
extent as this Bond and other obligations of the Board on a parity
therewith, and (ii) to make certain amendments to the Bond Resolu-
tion with the approval of the owners of 51% in principal amount of
all outstanding bonds and notes that are secured by and payable
from a first lien on and pledge of the aforesaid interest of The
University of Texas System in the Available University Fund.

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

BY BECOMING the registered owner of this Bond, the registered
owner thereby acknowledges all of the terms and provisions of the
Bond Resolution, agrees to be bound by such terms and provisions,
acknowledges that the Bond Resolution is duly recorded and avail-
able for inspection in the official minutes and records of the

) *Include bracketed language (with the blank appropriately
completed) only if the Series 1992A Bonds are actually issued and
delivered prior to the issuance and delivery of the Bonds.
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Board, and agrees that the terms and provisions of this Bond and
the Bond Resolution constitute a contract between each registered
owner hereof and the Board.

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

(facsimile signature) (facsimile signature)
Executive Secretary, Board of Chairman, Board of Regents '
Regents of The Unlver51ty of of The University of Texas
Texas System System

(BOARD SEAL)

(b) The registration certificate of the Comptroller of Public
Accounts of the State of Texas shall be affixed or attached to each
of the Initial Bonds and shall be in substantially the following
form:

OFFICE OF THE COMPTROLLER
OF PUBLIC ACCOUNTS

REGISTER NO.
THE STATE OF TEXAS
I hereby certify that this Bond has been examined, certified
as to validity, and approved by the Attorney General of the State
of Texas, and that this Bond has this day been duly registered by
the Comptroller of Public Accounts of the State of Texas.

WITNESS MY HAND AND SEAL OF OFFICE at.Austin, Texas this

' Comptroller of Public Accounts
of the State of Texas

(c) A Paying Agent/Registrar's Authentication Certificate
shall be printed on each Bond, in substantially the following form:
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PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

It is hereby certified that this Bond has been issued under
the provisions of the Bond Resolution described in this Bond; and
that the initial Bonds of the series of Bonds of which this Bond
is a part were approved by the Attorney General of the State of
Texas.

; TEXAS
Paying Agent/Registrar

Dated

Authorized Signature

(d) Assignment provisions shall be printed on the back of
each Bond, in substantially the following form:

ASSIGNMENT

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

/ /

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

and hereby irrevocably constitutes and appoints

attorney to transfer the registration of this Bond on the Paying
Agent/Registrar's Registration Books with full power of substitu-
tion in the premises.

Date:

Signature Guaranteed:

NOTICE: This signature must be Registered Owner
guaranteed by a member of the NOTICE: This signature must
New York Stock Exchange or a correspond with the name of
commercial bank or trust the Registered Owner appearing
company. : on the face of this Bond.
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(e) The approving legal opinion of the Board's Bond Counsel
and the assigned CUSIP numbers may, at the option of the Authorized
Representative, be printed on the Bonds but neither shall have any
legal effect, and shall be solely for the convenience and informa-
tion of the registered owners of the Bond.

Section 2.07. EXECUTION OF BONDS. The Bonds shall be
executed on behalf of the Board by the Chairman and the Executive
Secretary of the Board, by their manual or facsimile signatures,
and the official seal of the Board shall be impressed or placed in
facsimile thereon. Such facsimile signatures on the Bonds shall
have the same effect as if each of the Bonds had been signed
manually and in person by said officers of the Board, and such
facsimile seal on the Bonds shall have the same effect as if the
official seal of the Board had been manually impressed upon each
of the Bonds. 1In the event that any officer of the Board whose
manual or facsimile signature shall appear on the Bonds shall cease
to be such officer before the authentication of such Bonds or
before the delivery of such Bonds, such manual or facsimile
signature shall nevertheless be valid and sufficient for all
purposes as if such officer had remained in such office.

Section 2.08. AUTHENTICATION OF BONDS. Except for the
Initial Bonds, which shall not be authenticated by the Registrar,
all other Bonds shall bear a certificate of authentication,
substantially in the form provided in Section 2.06 of this
Resolution. No Bonds, except for the Initial Bonds, shall be
deemed to be issued or outstanding, or be valid or obligatory for
any purpose, or be entitled to any security or benefit of this
Resolution unless and until such Bond has been duly authenticated
by the Registrar by the execution of the «certificate of
authentication appearing on such Bond. The certificate of
authentication appearing on any Bond shall be deemed to have been
duly executed by the Registrar if dated and manually signed by an
authorized signatory of the Registrar. It shall not be required
that the same signatory of the Registrar sign the certificate of
authentication on all the Bonds.

The Registrar shall authenticate any Bonds issued in exchange,
substitution or replacement of other Bonds by executing the
certificate of authentication appearing thereon, upon satisfaction
of the conditions set forth in Section 2.09 hereof.

Section 2.09. REGISTRATION, TRANSFER, EXCHANGE AND REPLACE-
MENT OF BONDS. (a) The Board shall keep or cause to be kept at the
principal office for payment of the Registrar books or records of
the registration and transfer of the Bonds, and the Board hereby
appoints the Registrar as agent to keep such books or records and
make such transfers and registrations under such reasonable
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regulations as the Board and Registrar may prescribe. The
Registrar shall make such transfers and registrations as provided
herein.

The Registrar shall obtain and record in the Registration
Books the address of the registered owner of each Bond to which
payments with respect to the Bonds shall be mailed, as herein
provided. It shall be the duty, however, of each registered owner
to notify the Registrar in writing of the address to which payments
shall be mailed, and such interest payments shall not be mailed
unless such notice has been given. The Board shall have the right
to inspect the Registration Books during regular business hours of
the Registrar, but otherwise the Registrar shall keep the
Registration Books confidential and, unless otherwise required by
law, shall not permit their inspection by any other entity.

(b) Each Bond issued and delivered pursuant to this Resolu-
tion, to the extent of the unpaid or unredeemed principal balance
thereof, may, upon surrender of such Bond at the principal
corporate trust office of the Registrar, together with a written
request therefor duly executed by the registered owner or its
assignee, or its duly authorized attorney or representative, with
guarantee of signatures satisfactory to the Registrar, at the
option of the registered owner or such assignee, as appropriate,
be converted into and exchanged for fully registered Bonds, without
interest coupons, in an aggregate principal amount equal to the
unpaid or unredeemed principal balance of any Bond so surrendered,
and payable to the appropriate registered owner or assignee, as the
case may be.

Registration of each Bond may be transferred in the Registra-
tion Books only upon presentation and surrender of such Bond to the
Registrar for transfer of registration and cancellation, together
with proper written instruments-of assignment, in form and with
guarantee of signatures satisfactory to the Registrar, evidencing
(i) the assignment of the Bond, or any portion thereof in any
Authorized Denomination, to the assignee thereof, and (ii) the
right of such assignee to have the Bond or any such portion thereof
registered in the name of such assignee. A form of assignment
shall be printed or endorsed on each Bond, which shall be executed
by the registered owner or 1its duly authorized attorney or
representative to evidence an assignment thereof. Upon the
assignment and surrender of any Bond or portion thereof for
transfer of registration, an authorized representative of the
Registrar shall make such transfer in the Registration Boocks, and
shall deliver a new, fully registered substitute Bond having the
characteristics herein described, payable to such assignee (which
then will be the registered owner of such new Bond), or to the
previous registered owner in case only a portion of a Bond is being
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assigned and transferred, all in conversion of and exchange for
said assigned Bond or any portion thereof. :

Bonds issued and delivered in conversion of and exchange for
any other Bonds assigned and transferred or converted shall be in
any Authorized Denomination requested in writing by the registered
owner or assignee thereof, shall have all the characteristics and
shall be in the form prescribed in the FORM OF BOND set forth in
this Resolution, shall be in the same outstanding aggregate
principal amount and shall have the same principal maturity date
and bear interest at the same rate as the Bonds for which they are
exchanged. The Board shall pay the Registrar's fees and charges,
if any, for making such transfer or conversion and delivery of a
substitute Bond, but the one requesting such transfer shall pay any
taxes or other governmental charges required to be paid with
respect thereto. The Registrar shall not be required to make any
transfer of registration, conversion and exchange, or replacement
(i) of any Bond or any portion thereof during the period commencing
with the close of business on any Record Date and ending with the
opening of business on the next following principal or interest
payment date or (ii) with respect to any Bond or any portion
thereof called for redemption prior to maturity, within 45 days
prior to its redemption date.

(c) If a portion of any Bond shall be redeemed prior to its
scheduled maturity as provided herein, a substitute Bond or Bonds
having the same maturity date, bearing interest at the same rate,
in any Authorized Denomination requested by the registered owner,
and in aggregate principal amount equal to the unredeemed portion
thereof, will be issued to the registered owner upon surrender
thereof for cancellation, at the expense of the Board.

(d) In the event any outstanding Bond is damaged, mutilated,
lost, stolen, or destroyed, the Registrar shall cause to be
printed, executed, and delivered a new Bond of the same principal
amount, maturity, and interest rate as the damaged, mutilated,
lost, stolen, or destroyed Bond, in replacement for such Bond in
the manner hereinafter provided.

Application for replacement of damaged, mutilated, lost,
stolen, or destroyed Bonds shall be made to the Registrar. In
every case of loss, theft, or destruction of a Bond, the applicant
for a replacement bond shall 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 applicant shall 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
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mutilation of a Bond, the applicant shall surrender to the
Registrar for cancellation the Bond so damaged or mutilated.

Notwithstanding the foregoing provisions of this Section, in
the event any such Bond shall have matured, and no default has
occurred which is then continuing in the payment of the principal
of 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
subsection.

Prior to the issuance of any replacement bond, the Registrar
shall charge the owner of such Bond with all legal, printing, and
other expenses in connection therewith. Every replacement bond
issued pursuant to the provisions of this Section by virtue of the
fact that any Bond is lost, stolen, or destroyed shall constitute
a contractual obligation of the Board whether or not the lost,
stolen, or destroyed Bond shall be found at any time, or be
enforceable by anyone, and shall be entitled to all the benefits
of this Resolution equally and proportionately with any and all
other Bonds duly issued under this Resolution.

(e) The Registrar shall convert and exchange or replace Bonds
as provided herein, and each fully registered Bond delivered in
conversion of and exchange for or replacement of any Bond or
portion thereof as permitted or required by any provision of this
Resolution shall constitute one of the Bonds for all purposes of
this Resolution, and may again be converted and exchanged or
replaced. No additional ordinances, orders, or resolutions need
be passed or adopted by the governing body of the Board or any
other body or person so as to accomplish the foregoing conversion
and exchange or replacement of any Bond or portion thereof. For
purposes of Section 6 of article 717k-6, Texas Revised Civil
Statutes Annotated, as amended, this Section of this Resolution
shall constitute authority for the issuance of any substitute,
exchange or replacement Bond hereunder without 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/Registrar, and the Paying Agent/Registrar shall
authenticate and deliver such Bonds in the form and manner and with
the effect provided in this Resolution. .Upon the execution of the
Paying Agent/Registrar's Authentication Certificate appearing on
any converted and exchanged or replaced Bond, the converted and
exchanged or replaced Bond shall be valid, incontestable, and
enforceable in the same manner and with the same effect as the
initial Bonds originally issued pursuant to this Resolution,
approved by the Attorney General.
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Section 2.10. BOOK-ENTRY ONLY SYSTEM. As provided in
Section 7.04 of this Resolution, the 1Initial Bonds shall be
delivered against payment to the purchaser thereof. Said purchaser
shall be required to promptly surrender the Initial Bonds to the
Registrar for exchange. Bonds issued in exchange shall be
registered in the name of Cede & Co., as nominee of DTC, as
registered owner of the Bonds, and held in the custody of DTC.
Unless otherwise requested by DTC, a single certificate will be
issued and delivered to DTC for each maturity of the Bonds.
Beneficial owners of Bonds will not receive physical delivery of
Bond certificates except as provided hereinafter. For so long as
DTC shall continue to serve as securities depository for the Bonds
as provided herein, all transfers of beneficial ownership interests
will be made by book-entry only, and no investor or other party
purchasing, selling or otherwise transferring beneficial ownership
of Bonds is to receive, hold or deliver any Bond certificate.

With respect to Bonds registered in the name of Cede & Co.,
as nominee of DTC, the Board and the Paying Agent/Registrar shall
have no responsibility or obligation to any DTC Participant or to
any person on whose behalf a DTC Participant holds an interest in
the Bonds. Without limiting the immediately preceding sentence,
the Board and the Paying Agent/Registrar shall have no responsibil-
ity 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 registered owner of
the Bonds, as shown on the Registration Books, of any notice with
respect to the Bonds, including any notice of redemption, and
(iii) the payment to any DTC Participant or any other person, other
than a registered owner of the Bonds, as shown in the Registration
Books, of any amount with respect to principal of or premium, if
any, or interest on the Bonds.

Replacement Bonds may be issued directly to beneficial owners
of Bonds other than DTC, or its nominee, but only in the event that
(i) DTC determines not to continue to act as securities depository
for the Bonds (which determination shall become effective no less
than 90 days after written notice to such effect to the Board and
the Paying Agent/Registrar); or (ii) the Board has advised DTC of
its determination (which determination is conclusive as to DTC and
beneficial owners of the Bonds) that DTC is incapable of discharg-
ing its duties as securities depository for the Bonds; or (iii) the
Board has determined (which determination is conclusive as to DTC
and the beneficial owners of the Bonds) that the interests of the
beneficial owners of the Bonds might be adversely affected if such
book=-entry only system of transfer is continued. Upon occurrence
of any of the foregoing events, the Board shall use its best
efforts to attempt to locate another qualified securities deposito-
ry. If the Board fails to locate another qualified securities
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depository to replace DTC, the Board shall cause to be authenti-
cated and delivered replacement Bonds, in certificate form, to the
beneficial owners of the Bonds. In the event that the Board makes
the determination noted in (ii) or (iii) above (provided that the
Board undertakes no obligation to make any investigation to
determine the occurrence of any events that would permit the Board
to make any such determination), and has made provisions to notify
the beneficial owners of Bonds of such determination by mailing an
appropriate notice to DTC, it shall cause to be issued replacement
Bonds in certificate form to beneficial owners of the Bonds as
shown on the records of DTC provided to the Board.

Whenever, during the term of the Bonds, the beneficial
ownership thereof is determined by a book entry at DTC, the
requirements in this Resolution of holding, delivering or transfer-
ring Bonds shall be deemed modified to require the appropriate
person or entity to meet the requirements of DTC as to registering
or transferring the book entry to produce the same effect.

If at any time, DTC ceases to hold the Bonds, all references
herein to DTC shall be of no further force or effect.

Section 2.11. CANCELLATION. All Bonds paid or redeemed in
accordance with this Resolution, and all Bonds in lieu of which
exchange Bonds or replacement Bonds are authenticated and delivered
in accordance with this Resolution shall be cancelled and destroyed
by the Paying Agent/Registrar.

Section 2.12. TEMPORARY BONDS. Pending the preparation of
definitive Bonds, the Board may execute and, upon the Board's
request, the Paying Agent/Registrar shall authenticate and deliver,
one or more temporary Bonds that are printed, lithographed,
typewritten, mimeographed or otherwise produced, in any Authorized
Denomination, substantially of the tenor of the definitive Bonds
in lieu of which they are delivered, without coupons, with
provision for registration and with such appropriate insertions,
omissions, substitutions and other variations as the authorized
officers of the Board executing such temporary Bonds may determine,
as evidenced by their signing of such temporary Bonds.

Until exchanged for Bonds in definitive form, such Bonds in
temporary form shall be entitled to the benefit and security of
this Resolution. The Board, without unreasonable delay, shall
prepare, execute and deliver to the Paying Agent/Registrar, and
thereupon, upon the presentation and surrender of the Bonds in
temporary form to the Paying Agent/Registrar, the Paying
Agent/Registrar shall authenticate and deliver in exchange therefor
Bonds of the same maturity and interest rate, in definitive form,
in Authorized Denominations, and in the same aggregate principal
amount, as the Bonds in temporary form surrendered. Such exchange
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shall be made without the making of any charge therefor to any
holder of Bonds.

Section 2.13. OWNERSHIP OF BONDS. The entity in whose name
any Bond shall be registered in the Registration Books at any time
shall be deemed and treated as the absolute owner thereof for all
purposes of this Resolution, whether or not such Bond shall be
overdue, and the Board, the Paying Agent/Registrar shall not be
affected by any notice to the contrary. Payment of, or on account
of, the principal of, premium, if any, and interest on any such
Bond shall be made only to such registered owner. All such
payments shall be valid and effectual to satisfy and discharge the
liability upon such Bond to the extent of the sums so paid.

Section 2.14. PAYING AGENT AND REGISTRAR; PAYING AGENT
AGREEMENT. The appointment of 2Ameritrust Texas National
Association, with its principal office for payment in Dallas,
Texas, as Paying Agent for the purpose of making the payments of
principal of and interest on the Bonds, and as Registrar to keep
the Registration Books and make transfers, exchanges and
replacements of Bonds hereunder on behalf of the Board, is
confirmed and ratified hereby. Pursuant to Article 717k-6, Texas
Revised Civil Statutes Annotated, as amended, and particularly
Section 6 thereof, the duty of conversion and exchange or
replacement of Bonds as set forth in Section 2.09 hereof hereby is
imposed upon the Registrar. The Paying Agent/Registrar shall
perform such duties as are required of the Paying Agent and
Registrar hereunder and under the Paying Agent Agreement. The
Authorized Representative is hereby authorized to approve, execute
and deliver for and on behalf of the Board the Paying Agent
Agreement to reflect the appointment, responsibilities and compen-
sation of the Paying Agent/Registrar, such approval to be
conclusively evidenced by the Authorized Representative's execution
thereof. ’

The Board hereby covenants with the registered owners of the
Bonds that it will (i) pay the fees and charges, if any, of the
Paying Agent/Registrar for its services with respect to the payment
of the principal of, premium, if any, and interest on the Bonds,
when due, and (ii) pay the fees and charges, if any, of the Paying
Agent/Registrar for services with respect to the transfer of
registration of Bonds, and with respect to the conversion and
exchange of Bonds, but solely to the extent provided in this
Resolution.

Section 2.15. SUBSTITUTE PAYING AGENT/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 legally qualified bank, trust company, financial
institution, or other agency to act as and perform the services of
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Paying Agent and Registrar for the Bonds under this Resolution, and
that the Paying Agent and Registrar will be one entity. The Board
reserves the right to, and may, at its option, change the Paying
Agent/Registrar upon not less than 120 days written notice to the
Paying Agent/Registrar, to be effective not later than 60 days
prior to the next principal or interest payment date after such
notice. In the event that the entity at any time acting as Paying
Agent/Registrar (or its successor by merger, acquisition, or other
method) should resign or otherwise cease to act as such, the Board
covenants that it will promptly appoint a competent and legally
qualified bank, trust company, financial institution, or other
agency to act as Paying Agent/Registrar under this Resolution.
Upon any change in the Paying Agent/Registrar, the previous Paying
Agent/Registrar promptly shall transfer and deliver the Registra-
tion Books (or a copy thereof), along with all other pertinent
books and records relating to the Bonds, to the new Paying
Agent/Registrar designated and appointed by the Board. Upon any
change in the Paying Agent/Registrar, the Board promptly will cause
a written notice thereof to be sent by the new Paying
Agent/Registrar to each registered owner of the Bonds, by United
States mail, first-class postage prepaid, which notice also shall
give the address of the new Paying Agent/Registrar. By accepting
the position and performing as such, each Paying Agent/Registrar
shall be deemed to have agreed to the provisions of this
Resolution, and a certified copy of this Resolution shall be
delivered to each Paying Agent/Registrar.

Section 2.16. INITIAL BONDS; APPROVAL BY ATTORNEY GENERAL;
REGISTRATION BY COMPTROLLER. There shall be one Initial Bond for
each maturity, numbered consecutively in the order of their
maturity. Each Initial Bond shall be registered in the name, or
at the direction, of the purchaser thereof determined at the public
sale held pursuant to Section 7.04 of this Resolution. The Initial
Bonds shall be submitted to the Attorney General of the State of
Texas for approval and shall be registered by the Comptroller of
Public Accounts of the State of Texas.

ARTICLE III

SECURITY AND SOURCE OF PAYMENT FOR THE BONDS;
ADDITIONAL PARITY BONDS AND NOTES

Section 3.01. SECURITY AND PLEDGE. Pursuant to the
provisions of section 18 of article VII of the Texas Constitution,
as amended, all the Bonds, and any Additional Parity Bonds and
Notes hereafter issued, and the interest thereon, shall be and are
hereby equally and ratably secured, together with the Series 1985
Bonds, the Series 1988 Bonds, the Series 1991 Bonds and the
Series 1992A Bonds, by and payable from a first lien on and pledge
of the Interest of the System in the Available University Fund.
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Section 3.02. PAYMENT OF BONDS AND ADDITIONAL PARITY BONDS
AND NOTES. . (a) The Comptroller of Public Accounts of the State of
Texas previously has established and shall maintain in the State
Treasury a fund to be known as "Board of Regents of The University
of Texas System Permanent University Fund Bonds Interest and
Sinking Fund." The Board and the officers of the System shall
cause the Comptroller of Public Accounts of the State of Texas, in
addition to taking the actions required by the Series 1985 Resolu-
tion to pay the Series 1985 Bonds, by the Series 1988 Resolution
to pay the Series 1988 Bonds, by the Series 1991 Resolution to pay
the Series 1991 Bonds and by the Series 1992A Resolution to pay the
Series 1992A Bonds, (i) to transfer to the Interest and Sinking
Fund, out of The University of Texas System Available University
Fund (the fund in the State Treasury to which is deposited the
Interest of the System in the Available University Fund), on: or
before each date upon which principal of, premium, if any, or
interest on the Bonds and the Additional Parity Bonds and Notes,
when issued, is due and payable, whether by reason of maturity or
optional or mandatory redemption prior to maturity, and (ii) to
withdraw from the Interest and Sinking Fund, and deposit with the
Paying Agent/Registrar on or before each such date, the amounts of
interest or principal, premium and interest which will come due on
the Bonds and Additional Parity Bonds and Notes on each such date,
and in such manner that such amounts, in immediately available
funds, will be on deposit with the Paying Agent/Registrar on or
before each such date.

(b) When Additional Parity Bonds or Notes are issued pursuant
to the provisions of this Resolution or the Series 1985 Resolution
or the Series 1988 Resolution or the Series 1991 Resolution or the
Series 1992A Resolution, substantially the same procedures as
provided above shall be followed in connection with paying the
principal of and interest on such Additional Parity Bonds or Notes
when due; provided, however, that other and different banks or
places of payment (paying agents) and Paying Agents and Registrars
and dates and methods of payment and other procedures not in
conflict with this Resolution may be named and provided for in
connection with each issue of Additional Parity Bonds or Notes.
In the event that any such Additional Parity Bonds or Notes are
made redeemable prior to maturity, the resolution or resolutions
authorizing the issuance of such Additional Parity Bonds or Notes
shall prescribe the appropriate procedures for redeeming same.

Section 3.03. DISPOSITION OF FUNDS. After provision has been
made for the payment of the principal of and interest on the Series
1985 Bonds, the Series 1988 Bonds, the Series 1991 Bonds, the
Series 1992A Bonds, the Bonds and any Additional Parity Bonds and
Notes, when issued, the balance of the Interest of the System in
the Available University Fund each year shall be made available to
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the Board in the manner provided by law and by requlations of the
Board to be used by the Board as it lawfully may direct.

Section 3.04. ADDITIONAL PARITY BONDS AND NOTES. The Board
reserves the right and shall have full power at any time and from
time to time, to authorize, issue, and deliver additional bonds and
notes on a parity with the Bonds, the Series 1985 Bonds, the Series
1988 Bonds, the Series 1991 Bonds and the Series 1992A Bonds in as
many separate installments or series as deemed advisable by the
Board, but only for the purposes and to the extent provided in
article VII, section 18 of the Texas Constitution, as amended, or
in any amendment hereafter made to said article VII, section 18 of
the Texas Constitution, or for refunding purposes as provided by
law. Such Additional Parity Bonds and Notes, when issued, and the
interest thereon, shall be equally and ratably secured by and
payable from a first lien on and pledge of the Interest of the
System in the Available University Fund, in the same manner and to
the same extent as are the Series 1985 Bonds, the Series 1988
Bonds, the Series 1991 Bonds, the Series 1992A Bonds and the Bonds
issued pursuant to this Resolution, and the Bonds and the Addition-
al Parity Bonds and Notes, when issued, and the interest thereon,
shall be on a parity and in all respects of equal dignity with each
other and with the Series 1985 Bonds, the Series 1988 Bonds, the
Series 1991 Bonds and the Series 1992A Bonds. It is further
covenanted that no installment or series of Additional Parity Bonds
or Notes shall be issued and delivered unless the Authorized
Representative, or some other officer of the System designated by
the Board, executes:

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

(b) a certificate to the effect that the total principal
amount of (i) all Bonds and Additional Parity Bonds and Notes:
and (ii) all other obligations of the Board, including but not
limited to the Series 1985 Bonds, the Series 1988 Bonds, the
Series 1991 Bonds and the Series 1992A Bonds, that are secured
by and payable from a lien on and pledge of the Interest of
the System in the Available University Fund, that will be
outstanding after the issuance and delivery of the installment
or series of Additional Parity Bonds or Notes then proposed
to be issued will not exceed 20% of the cost value of invest-
ments and other assets of the Permanent University Fund

-28-

B of R - 132



(exclusive of real estate) at the time the proposed series or
installment of Additional Parity Bonds or Notes is issued.

For purposes of calculating the Principal and Interest Requirements
under this section with respect to any obligations of the Board
bearing interest at interest rates that are variable or adjustable,
the "maximum rate then permitted by law," for purposes of the
definition of "Principal and Interest Requirements" set forth in
Section 1.01 hereof, shall be deemed to be the maximum "net
effective interest rate" permitted under article 717k-2, Texas
Revised Civil Statutes Annotated, as such article may be amended
from time to time, or such other maximum interest rate permitted
to be borne by such obligations by then-applicable law. In
addition, for purposes of this Resolution, including but not
limited to subsection 3.04(b) above, any obligation of the Board
that is payable from amounts appropriated, pursuant to article VII,
section 18 of the Texas Constitution, as amended, including any
amendment hereafter made to said article VII, section 18 of the
Texas Constitution, for the support and maintenance of The
University of Texas at Austin or System administration does not and
shall not constitute an obligation secured by and payable from a
lien on and pledge of the Interest of the System in the Available
University Fund.

ARTICLE IV
REMEDIES

Section 4.01. REMEDIES. Any owner or holder of any of the
Bonds or Additional Parity Bonds or Notes, when issued, in the
event of default in connection with any covenant contained herein,
or default in the payment of said obligations, or of any interest
due thereon, shall have the right to institute mandamus proceedings
against the Board or any other necessary or appropriate party for
the purpose of enforcing payment from the moneys herein pledged or
for enforcing any covenant herein contained.

ARTICLE V
GENERAL COVENANTS OF THE BOARD
Section 5.01. GENERAL COVENANTS OF THE BOARD. The Board
covenants and agrees, in addition to the other covenants of the
Board hereunder, as follows:
(a) That while any PUF Bonds are outstanding and unpaid the

Board will maintain and invest and keep invested the Permanent
University Fund in a prudent manner and as required by law:
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(b) That the Board will restrict expenditures for administer-
ing the Permanent University Fund to a minimum consistent with
prudent business judgment;

(c) That the Board duly and punctually will pay or cause to
be paid the principal of every PUF Bond, when issued, and the
interest thereon, from the sources, on the days, at the places, and
in the manner mentioned and provided in such obligations, according
to the true intent and meaning thereof, and that it will duly cause
to be called for redemption prior to maturity, and will cause to
be redeemed prior to maturity, all PUF Bonds, when issued, that by
their terms are required to be redeemed mandatorily prior to
maturity, when and as so required, and that it faithfully will do
and perform and at all times will observe fully all covenants,
undertakings and provisions contained in this Resolution and in the
‘aforesaid obligations;

(d) That, except for the PUF Bonds, and the interest thereon,
the Board will not at any time create or allow to accrue or exist
any lien or charge upon the Permanent University Fund or the
Interest of the System in the Available University Fund, unless
such lien or charge is made junior and subordinate in all respects
to the liens, pledges, and covenants in connection with the PUF
Bonds, but the right to issue junior and subordinate lien obliga-
tions payable from the Interest of the System in the Available
University Fund is specifically reserved by the Board; and that the
lien created by this Resolution will not be impaired in any manner
as a result of any action or non-action on the part of the Board
or officers of the System, and the Board will, subject to the
provisions hereof, continuously preserve the Permanent University
Fund and each and every part thereof; and

(e) That proper books of records and accounts will be kept
in which true, full, and correct entries will be made of all
income, expenses, and transactions of and in relation to the
Permanent University Fund and each and every part thereof in
accordance with accepted accounting practices, and that as soon
after the close of each fiscal year (September 1 to August 31,
inclusive) as reasonably may be done the Board will furnish to all
bondholders and owners who may so request, such audits and reports
by the State Auditor of Texas for the preceding fiscal year,
concerning the Permanent University Fund, the Interest of the
System in the Available University Fund and the PUF Bonds, as the
State Auditor of Texas is required by applicable law to prepare and
distribute, and the unaudited financial statements of the System
and the annual report on investments in the Permanent University
Fund.
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ARTICLE VI

PROVISIONS CONCERNING
FEDERAL INCOME TAX EXCLUSION

Section 6.01. GENERAL TAX COVENANT. The Board intends that
the interest on the Bonds shall be excludable from gross income for
purposes of federal income taxation pursuant to sections 103 and
141 through 150 of the Code, and applicable regulations. The Board
covenants and agrees not to take any action, or knowingly omit to
take any action within its control, that if taken or omitted,
respectively, would cause the interest on the Bonds to be includ-
able in gross income, as defined in section 61 of the Code, of the
holders thereof for purposes of federal income taxation. In
particular, the Board covenants and agrees to comply with each
requirement of this Article VI; provided, however, that the Board
shall not be required to comply with any particular requirement of
this Article VI if the Board has received a Counsel's Opinion that
such noncompliance will not adversely affect the exclusion from
gross income for federal income tax purposes of .interest on the
Bonds or if the Board has received a Counsel's Opinion to the
effect that compliance with some other requirement set forth in
this Article VI will satisfy the applicable requirements of the
Code, in which case compliance with such other requirement
specified in such Counsel's Opinion shall constitute compliance
with the corresponding requirement specified in this Article VI.

Section 6.02. USE OF PROCEEDS. The Board covenants and
agrees that its use of the Net Proceeds of the Bonds and the
Refunded Notes will at all times satisfy the requirements set forth
in this Section. When used in this Article VI, the term Net
Proceeds, when used with respect to the Bonds and the Refunded
Notes, shall mean the proceeds from the sale of the portion of the
Bonds issued to pay Project Costs and the proceeds from the sale
of the Refunded Notes, as the case may be, including, in each case,
investment earnings on such proceeds, less accrued interest with
respect to such issue. ’

(a) The Board has limited and will 1limit the amount of
original or investment proceeds of the portion of the Bonds issued
to pay Project Costs and of the Refunded Notes to be used (other
than use as a member of the general public) in the trade or busi-
ness of any person other than a governmental unit to an amount
aggregating no more than ten percent of the Net Proceeds of the
Bonds and of the Refunded Notes ("private-use proceeds"). For
purposes of this Section, the term "person" includes any
individual, corporation, partnership, unincorporated association,
or any other entity capable of carrying on a trade or business; and
the term "trade or business" means, with respect to any natural
person, any activity regularly carried on for profit and, with
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respect to persons other than natural persons, any activity other
than an activity carried on by a governmental unit. Any use of
proceeds of the portion of the Bonds issued to pay Project Costs
or of the Refunded Notes in any manner contrary to the guidelines
set forth in Revenue Procedures 82-14, 1982-1 C.B. 459, and 82-15,
1982-1 C.B. 460, including any revisions or amendments thereto,
shall constitute the use of such proceeds in the trade or business
of one who is not a governmental unit.

(b) The Board has not permitted and will not permit more than
five percent of the Net Proceeds of the Bonds or the Refunded Notes
to be used in the trade or business of any person other than a
governmental unit if such use is unrelated to the governmental
purpose of the Bonds or the Refunded Notes, as appropriate.
Further, the amount of private-use proceeds of the portion of the
Bonds issued to pay Project Costs or of the Refunded Notes, in
excess of five percent of the Net Proceeds of the Bonds or the
Refunded Notes, ("excess private-use proceeds"), did not and will
not exceed the proceeds of the portion of the Bonds issued to pay"
Project Costs or of the Refunded Notes, as appropriate, expended
for the governmental purpose of the Bonds or the Refunded Notes to
which such excess private-use proceeds relate.

(c) The Board has not permitted and will not permit an amount
of proceeds of the portion of the Bonds issued to pay Project Costs
or of the Refunded Notes exceeding the lesser of (i) $5,000,000 or
(ii) five percent of the Net Proceeds of the Bonds or the Refunded
Notes, as appropriate, to be used, directly or indirectly, to
finance loans to persons other than governmental units.

Section 6.03. NO FEDERAL GUARANTY. The Board covenants and
agrees not to take any action, or knowingly omit to take any action
within its control, that, if taken or omitted, respectively, would
cause the Bonds to be "federally guaranteed" within the meaning of
section 149(b) of the Code and applicable regqulations thereunder,
except as permitted by section 149(b) (3) of the Code and such
regulations.

Section 6.04. BONDS ARE NOT HEDGE BONDS. The Board covenants
and agrees that not more than 50 percent of the proceeds of the
portion of the Bonds issued to pay Project Costs will be invested
in nonpurpose investments (as defined in section 148(f) (6) (A) of
the Code) having a substantially guaranteed yield for four years
or more within the meaning of section 149(g) (3) (A) (ii) of the Code,
and the Board reasonably expects that at least 85 percent of the
spendable proceeds of the portion of the Bonds issued to Pay
Project Costs will be used to carry out the governmental purposes
of the Bonds within the three-year period beginning on the date the
Bonds are issued. Furthermore, the Board represents that not more
than 50 percent of the proceeds of the Refunded Notes was invested
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in nonpurpose investments (as defined in section 148(f) (6) (A) of
the Code) having a substantially guaranteed yield for four years
or more within the meaning of section 149(g) (3) (&) (ii) of the Code,
and the Board reasonably expected at the time the Refunded Notes
were issued that at least 85 percent of the spendable proceeds of
such issue would be used to carry out the governmental purposes of
such issues within the corresponding three-year period beginning
on the respective dates of issue such Refunded Notes.

Section 6.05. NO-ARBITRAGE COVENANT. The Board shall
certify, through the Authorized Representative that based upon all
facts and estimates known or reasonably expected to be in existence
on the date the Bonds are delivered, the Board will reasonably
expect that the proceeds of the Bonds will not be used in a manner
that would cause the Bonds to be "arbitrage bonds" within the
meaning of section. 148(a) of the Code and applicable regulations
thereunder. Moreover, the Board covenants and agrees that it will
make such use of the proceeds of the Bonds including interest or
other investment income derived from proceeds of the Bonds,
reqgulate investments of proceeds of the Bonds, and take such other
and further action as may be required so that the Bonds will not
be "arbitrage bonds" within the meaning of section 148(a) of the
Code and applicable regulations thereunder.

Section 6.06. ARBITRAGE REBATE. The Board will take all
necessary steps to comply with the requirement that certain amounts
earned by the Board on the investment of the "gross proceeds" of
the Bonds (within the meaning of section 148 (f) (6) (B) of the Code)
be rebated to the federal government. Specifically, the Board will
(1) maintain records regarding the investment of the gross proceeds
of the Bonds as may be required to calculate the amount earned on
the investment of the gross proceeds of the Bonds separately from
records of amounts on deposit in the funds and accounts of the
Board allocable to other bond issues of the Board or moneys that
do not represent gross proceeds of any bonds of the Board, (ii)
calculate at such times as are required by applicable regulations,
the amount earned from the investment of the gross proceeds of the
Bonds that is required to be rebated to the federal government, and
(iii) pay, not less often than every fifth anniversary of the date
of delivery of the Bonds, all amounts required to be rebated to the
federal government. Further, the Board will not indirectly pay any
amount otherwise payable to the federal government pursuant to the
foregoing requirements to any person other than the federal
government by entering into any investment arrangement with respect
to the gross proceeds of the Bonds that might result in a reduction
in the amount required to be paid to the federal government because
such arrangement results in a smaller profit or larger loss than
would have resulted if the arrangement had been at arm's length and
had the yield on the issue not been relevant to either party.
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Section 6.07. INFORMATION REPORTING. The Board covenants and
agrees to file or cause to be filed with the Secretary of the
Treasury, not later than the 15th day of the second calendar month
after the close of the calendar quarter in which the Bonds are
issued, an information statement concerning the Bonds, all under
and in accordance with section 149(e) of the Code and applicable
regulations thereunder.

ARTICLE VII
MISCELLANEOUS PROVISIONS

Section 7.01. INDIVIDUALS NOT LIABLE. All covenants,
stipulations, obligations, and agreements of the Board contained
in this Resolution shall be deemed to be covenants, stipulations,
obligations, and agreements of the System and the Board to the full
extent authorized or permitted by the Constitution and laws of the
State of Texas. No covenant, stipulation, obligation, or agreement
herein contained shall be deemed to be a covenant, stipulation,
obligation, or agreement of any member of the Board or agent or
employee of the Board in his individual capacity and neither the
members of the Board nor any officer thereof shall be liable
personally on the Bonds or Additional Parity Bonds or Notes when
issued, or be subject to any personal liability or accountability
by reason of the issuance thereof.

Section 7.02. DEFEASANCE OF BONDS. (a) Any Bond and the
interest thereon shall be deemed to be paid, retired, and no longer
outstanding within the meaning of this Resolution, except to the
extent provided in subsection (c¢) of this Section, when the payment
of all principal and interest payable with respect to such Bond to
the due date or dates thereof (whether such due date or dates be
by reason of maturity, upon redemption, or otherwise) either
(i) shall have been made or caused to be made in accordance with
the terms thereof (including the giving of any required notice of
redemption), or (ii) shall have been provided for on or before such
due date by irrevocably depositing with or making available to the
Paying Agent/Registrar for such payment (1) lawful money of the
United States of America sufficient to make such payment or
(2) Government Obligations that 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 the Paying
Agent/Registrar for the payment of its services until after all
Defeased Bonds shall have become due and payable. At such time as
a Bond shall be deemed to be a Defeased Bond hereunder, as
aforesaid, such Bond and the interest thereon shall no longer be
secured by, payable from, or entitled to the benefits of, the
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Interest of the System in the Available University Fund, and such
principal and interest shall be payable solely from such money or
Government Obligations, and shall not be regarded as outstanding
for the purposes of Section 3.04 hereof or any other purpose.

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

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

Section 7.03. AMENDMENT OF RESOLUTION. (a) The owners of
PUF Bonds aggregating 51% in principal amount of the aggregate
principal amount of then-outstanding PUF Bonds shall have the right
from time to time to approve any amendment to any resolution
authorizing the issuance of PUF Bonds that may be deemed necessary
or desirable by the Board; provided, however, that nothing herein
contained shall permit or be construed to permit, without the
approval of the owners of all of the outstanding PUF Bonds, the
amendment of the terms and conditions in said resolutions or in any
PUF Bond so as to:

(1) Make any change in the maturity of the outstanding PUF
Bonds;

'(2) Reduce the rate of interest borne by any of the outstand-
ing PUF Bonds:;

(3) Reduce the amount of the prinéipal payable on the
outstanding PUF Bonds;

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

(5) Affect the rights of the owners of less than all of the
PUF Bonds then outstanding; or
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(6) Change the minimum percentage of the principal amount of
PUF Bonds necessary for consent to such amendment.

(b) If at any time the Board shall desire to amend a
resolution under this Section, the Board shall cause notice of the
proposed amendment to be published in a financial newspaper or
journal published in the City of New York, New York, once during
each calendar week for at least two successive calendar weeks.
Such notice shall set forth briefly the nature of the proposed
amendment and shall state that a copy thereof is on file at the
principal office of each paying agent/registrar for the PUF Bonds
for inspection by all owners of PUF Bonds. Such publication is not
required, however, if notice in writing is given to each owner of
PUF Bonds. '

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

(d) Upon the adoption of any amendatory resolution pursuant
to the provisions of this Section, the resolution being amended
shall be deemed to be amended in accordance with the amendatory
resolution, and the respective rights, duties, and obligations of
the Board and all the owners of then outstanding PUF Bonds and all
future PUF Bonds thereafter shall be determined, exercised, and
enforced hereunder, subject in all respects to such amendment.

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

(f) For the purpose of this Section the ownership and other
matters relating to all PUF Bonds shall be determined from the
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registration books kept for such bonds by the respective paying
agent/registrar therefor.

Section 7.04. ISSUANCE AND SALE OF BONDS. (a) The Authorized
Representative is hereby authorized to act for and on behalf of the
Board in connection with the issuance and sale of the Bonds. 1In
that capacity, the Authorized Representative, acting for and on
behalf of the Board, shall determine the date for issuance and sale
of the Bonds and the amount of Bonds to be issued and sold.

(b) The Bonds shall be sold by competitive bid at public sale.
Prior to the date of public sale, the Authorized Representative,
acting for and on behalf of the Board, shall cause (i) an
appropriate notice of sale, in a form approved by the Authorized
Representative, to be published at least one time in a financial
publication, journal or report of general circulation among
securities dealers in the City of New York (including, but not
limited to, The Bond Buyer or The Wall Street Journal), or in the
State of Texas (including, but not limited to, The Texas Bond
Reporter), and (ii) a preliminary official statement, along with
a notice of sale and bidding instructions and an official bid form,
to be provided to each bidder, such documents to be in
substantially the forms attached to this Resolution, which forms
are hereby approved, but with such changes and completions as the
Authorized Representative may approve, including such changes and
completions to the preliminary official statement as the Authorized
Representative may deem necessary or appropriate to enable the
Authorized Representative, acting for and on behalf of the Board,
to deem the preliminary official statement to be final as of its
date, except for such omissions as are permitted by Rule 15c2-12
of the Securities and Exchange Commission ("Rule 15c2-12"). Each
bidder shall be allowed to name the price for the Bonds, the
principal amortization schedule for the Bonds and the rate or rates
of interest to be borne by the Bonds; provided, that, (i) the price
named for the Bonds must be no less than 98 percent of the par
amount thereof (plus accrued interest from the date of the Bonds
to the date of delivery thereof against payment therefor), (ii) the
principal amortization schedule named for the Bonds must include
scheduled maturities or mandatory sinking fund redemption
requirements on each of the maturity dates specified in Section
2.03 of this Resolution, (iii) the interest rate or rates named for
the Bonds must comply with Section 2.03, and (iv) the principal
amortization schedule and interest rate or rates so named must
produce substantially level debt service on the Bonds during the
Bond Years ending on July 1 of the years 1994 through 2013, both
inclusive, such that the highest total debt service on the Bonds
during any such Bond Year does not exceed the lowest total debt
service on the Bonds during any such Bond Year by more than
$10,000. The Authorized Representative, acting for and on behalf
of the Board, shall, subject to the right to reject any or all bids
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and to waive any irreqularities, award the sale of the Bonds to the
bidder whose bid produces the lowest true interest cost to the
Board, such interest cost being the rate obtained by doubling the
semi-annual interest rate (compounded semi~-annually) necessary to
discount the principal and interest payments on the Bonds from the
dates of payment thereof to the dated date of the Bonds and to the
price bid. The price bid for the purpose of the preceding sentence
shall not include the amount of interest accrued on the Bonds from
their date to the date of delivery thereof against payment
therefor. Within seven business days after the award of the sale
of the Bonds, the Authorized Representative, acting for and on
behalf of the Board, shall cause a final official statement to be
provided to the successful bidder in compliance with Rule 15c2-12.

(c) Following the award of the sale of the Bonds, the
Authorized Representative shall notify the Paying Agent/Registrar
in writing of the identity of the purchaser of the Bonds and of the
following terms for the Bonds: dated date; principal amount; date
for 1issue; maturities; mandatory sinking fund redemption
provisions; rate or rates of interest; and first interest payment
date. The Authorized Representative shall deliver the Initial
Bonds to the purchaser thereof against payment therefor. Incident
to the delivery of the Bonds, the Authorized Representative shall
execute: »

(1) a certificate to the effect that for the fiscal year
immediately preceding the date of said certificate the amount
of the Interest of the System in the Available University Fund
was at least 1-1/2 times the average annual Principal and
Interest Requirements (calculated in the manner described in
Section 3.04 of this Resolution) of the Bonds and all then
outstanding PUF Bonds that will be outstanding after the
issuance and delivery of the Bonds:;

(2) a certificate to the effect that the total principal
amount of (a) all Bonds and Additional Parity Bonds and Notes
and (b) all other obligations of the Board, including but not
limited to the Series 1985 Bonds, the Series 1988 Bonds, the
Series 1991 Bonds and the Series 1992A Bonds, that are secured
by and payable from a lien on and pledge of the Interest of
the System in the Available University Fund, that will be
outstanding after the issuance and delivery of the Bonds will
not exceed 20% of the cost value of investments and other
assets of the Permanent University Fund (exclusive of real
estate) at the time the Bonds are issued; provided that any
obligation of the Board that is payable from amounts appropri-
ated, pursuant to article VII, section 18 of the Texas
Constitution, as amended, including any amendment hereafter
made to said article VII, section 18 of the Texas Constitu-
tion, for the support and maintenance of The University of
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Texas at Austin or System administration does not and shall
not constitute an obligation secured by and payable from a
lien on and pledge of the Interest of the System in the
Available University Fund;

(3) a certificate to the effect that all action on the
part of the Board necessary for the valid issuance of the
Bonds issued has been taken, that such Bonds have been issued
in compliance with the terms of this Resolution; and

(4) a certificate to the effect that the Board is in
compliance with the covenants set forth in Articles V and VI
of this Resolution as of the date of such certificate.

Section 7.05. REFUNDING OF REFUNDED NOTES. Concurrently with
the issuance delivery of the Bonds to the successful bidder against
payment therefor, there shall be deposited with Morgan Guaranty
Trust Company of New York, New York, New York, as paying agent and
place of payment for the Refunded Notes, an amount from the sale
of the Bonds, together with other lawfully available funds of the
Board, sufficient to pay in full the principal of and interest
accruing on the Refunded Notes to the date of their redemption,
which shall be no later than the scheduled interest payment date
next succeeding the issuance and delivery of the Bonds to the
successful bidder, in accordance with section 7A of Article 717k,
Texas Revised Civil Statutes Annotated, as amended. The Authorized
Representative, acting for and on behalf of the Board, shall sign,
seal and otherwise execute and deliver such notices, instructions,
certificate, instruments and other documents as may be necessary
or convenient to accomplish the refunding of the Refunded Notes as
set forth herein and in accordance with their terms. It is hereby
found and determined that the refunding of the Refunded Notes is
advisable and necessary in order to restructure the debt service
requirements of the Board so as to fix the borrowing cost of the
Board for financing the facilities financed through the issuance
of the Refunded Notes for the long term at favorable rates.

Section 7.06. CONSTRUCTION ACCOUNT. (a) There is hereby
established a separate account designated as the "Board of Regents
of the University of Texas System Permanent University Fund Bond

Construction Account" (the "Construction Account"). The
Construction Account shall be maintained by the Board in an
official depository of the System. Money on deposit or to be

deposited in the Construction Account shall remain therein until
from time to time expended for Project Costs, and shall not be used
for any other purposes whatsoever, except as otherwise provided
below. Pending the expenditure of money in the Construction
Account, monies deposited therein or credited thereto may be
invested in Authorized Investments. Any income received from
investments in the Construction Account shall be retained in the
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Construction Account. Any amounts remaining in the Construction
Account and not anticipated to be needed for the payment of Project
Costs shall be transferred to the Interest and Sinking Fund.

(b) Concurrently with the issuance and delivery of the Bonds
to the successful bidder against payment therefor, the balance of
the proceeds of sale of the Bonds (other than accrued interest
which shall be deposited into the Interest and Sinking Fund),
remaining after the deposit required by Section 7.05 of this
Resolution, shall be deposited into the Construction Account and
used for the purposes set forth above.

Section 7.07. DTC LETTER OF REPRESENTATION. The Authorized
Representative, acting for and on behalf of the Board, is hereby
authorized and directed to approve, execute and deliver a Letter
of Representation with DTC with respect to the Bonds to implement
the book-entry only system of Bond registration, such approval to
be conclusively evidenced by the Authorized Representative's
execution thereof.

Section 7.08. FURTHER PROCEDURES. The Chairman of the Board,
the Executive Secretary of the Board, the Authorized
Representative, the Vice Chancellor and General Counsel of the
System, and all other officers, employees, and agents of the Board,
and each of them, shall be and they are hereby expressly
authorized, empowered, and directed from time to time and at any
time to do and perform all such acts and things and to execute,
acknowledge, and deliver in the name and under the seal and on
behalf of the Board all such instruments, whether or not herein
mentioned, as may be necessary or desirable in order to carry out
the terms and provisions of this Resolution, the Bonds, the
preliminary official statement, the official statement, the
official notice of sale and the official bid form for the Bonds,
the Paying Agent Agreement and the DTC Letter of Representation.
In case any officer whose signature appears on any Bond shall cease
to be such officer before the delivery of such Bond, such signature
shall nevertheless be valid and sufficient for all purposes the
same as if he or she had remained in office until such delivery.
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ADOPTED AND APPROVED this the day of , 1992.

Chairman

Board of Regents of

The University of Texas System
Attest:

Executive Secretary
Board of Regents of
The University of Texas System

[SEAL]

\utexas\puf\resolu.92B
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DRAFT 1/1692
OFFICIAL STATEMENT
DATED MARCH __, 1992

NEW ISSUE: Book-Entry Ouly RATINGS: See "Ratings."

In the opinion of Bond Counsel, interest on the Bonds is excludable from gross income for federal income tax purposes
under existing law and the Bonds are not private activity bonds. See "Tax Exemption” for a discussion of the opinion of
Bond Counsel, including a description of alternative minimum tax consequences for corporations.

$80,000,000
Board of Regents of
The University of Texas System
Permanent University Fund Bonds

Series 1992B
Dated: March 1, 1992 Due: July 1, as shown herein

The Bonds will constitute valid and legally binding special obligations of the Board of Regents (the "Board") of The
University of Texas System (the "System”), secured by and payable from a first lien on and pledge of the "Interest of the
System" in the "Available University Fund” (as defined herein) on a parity with the Board’s outstanding Permanent University
Fund Refunding Bonds, Series 1985, Series 1988, Series 1991 and Series 1992A. THE BONDS DO NOT CONSTITUTE
GENERAL OBLIGATIONS OF THE BOARD, THE SYSTEM, THE STATE OF TEXAS OR ANY POLITICAL
SUBDIVISION OF THE STATE OF TEXAS. THE BOARD HAS NO TAXING POWER, AND NEITHER THE
CREDIT NOR THE TAXING POWER OF THE STATE OF TEXAS OR ANY POLITICAL SUBDIVISION
THEREOF IS PLEDGED AS SECURITY FOR THE BONDS. See "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 for the purpose of providing funds for improvements at various
institutions within the System. See "Ptan of Financing."

The Bonds witk mature on July 1 in each of the years and in the amounts and will bear interest at the per annum rates
shown on the inside of this cover page. The Bonds will bear interest from their date and will be payable January 1 and I uly
1 of each year, commencing July 1, 1992, until maturity or prior redemption.

The Bonds are initially issuable only to Cede & Co., as nominee of The Depository Trust Company, New York, New
York ("DTC") pursuant to the book-entry only systern described herein. Beneficial ownership of the Bonds may be acquired
in denominations of $5,000 or integral multipies thereof. No physical delivery of the Bonds will be made to the purchasers
thereof. Interest on and principal of the Bonds will be payable by Ameritrust Texas National Association, the initial Paying
Agent/Registrar, to Cede & Co., as nominee for DTC, which will make distribution of the amounts so paid to DTC
Participants (as defined herein) who will make payments 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.”

The maturity schedule for the Bonds shall be determined by the terms of the bid of the winning bidder, as described
in the Notice of Sale and Bidding Instructions.

The Bonds are offered when, as and if issued, subject to approval of legality by the Attorney General of the State of
Texas and by Vinson & Elkins L.L.P., Austin and Houston, Texas, Bond Counsel. Certain legal matters will be passed on
for the System by McCall, Parkhurst & Horton, Austin and Dallas, Texas, and by Lannen & Moyé, P.C., Dallas, Texas.

It is expected that the Bonds will be tendered for deliver to the initial purchaser(s) through The Depository Trust
Company.

Delivery: Anticipated on or about April 27, 1992

Sealed bids will be opened at 12:00 Noon, CST, April ___, 1992.
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The University of Texas
at Arlington

School of Architecture

College of Business Administration
College of Engineering

College of Liberal Arts

School of Nursing

College of Sclence

Graduate School of Social Work
Graduate School

Institute of Urban Studies

The University of Texas
at Austin

School of Architecture

College of Liberal Arts

College of Engineering

College of Natural Sciences
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LBJ School of Public Affairs

College of Communications

College of Education
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School of Law :
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Information Science
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McDonald Observatory at Mount
Locke (Fort Davis)

The University of Texas
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College of Liberal Arts
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The University of Texas
at Dallas
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The University of Texas at
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The University of Texas at
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USE OF INFORMATION IN OFFICIAL STATEMENT

No dealer, broker, salesman or other person has been authorized to give any information by the Board to give any
information, or to make any representations other than those contained in the Official Statement, and if given or made, such

other information or representations must not be relied upon as_having been authorized by the Board.

This Official Statement is not to be used in connection with an offer to sell or the solicitation of an offer to buy 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 Official 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, the System, the Permanent University Fund or other matters described herein since

the date hereof.
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OFFICIAL STATEMENT
relating to
$
Board of Regents of The University of Texas System
Permanent University Fund Bonds, Series 1992B

INTRODUCTION

This Official Statement, which includes the cover page and the Appendices hereto, provides certain information
regarding the issuance by the Board of Regents (the "Board”) of The University of Texas System of its bonds, entitled
"Board of Regents of The University of Texas System Permanent University Fund Bonds, Series 1992B" (the "Bonds").
Capitalized terms used in this Official Statement and not otherwise defined have the same meanings assigned to such terms
in the resolution (the "Resolution”) adopted by the Board on February 13, 1992 authorizing the issuance of the Bonds.

The University of Texas System (the "System") was established pursuant to the provisions of the Constitution and the
laws of the State of Texas (the "State”) as an agency of the State. The System presently consists of 15 State-supported
general academic and health-related education and research institutions, including The University of Texas at Austin. The
Board is the governing body of the System and its members are officers of the State, appointed by the Governor with the
advice and consent of the State Senate. For a general description of the System and each of its component institutions
see Appendix A, Description of The University of Texas System.

This Official Statement contains summaries and descriptions of the plan of financing, the Resolution, the Bonds, the
Board, the System and other related matters. All references to and descriptions of documents contained herein are only
summaries and are qualified in their entirety by reference to each such document. Copies of such documents may be
obtained from the Board. In addition, as described herein under the caption "Permanent University Fund -- Financial
Information,” certain financial information regarding the State, the System and the Permanent University Fund is available
from the Board upon request.

PLAN OF FINANCING

Authority for Issuance of the Bonds

The Bonds will be issued under the authority of Article V1I, Section 18 of the Texas Constitution, Section 65.46, Texas
Education Code, and Articles 717k and 717q, Texas Revised Civil Statutes Annotated, all as amended, and pursuant to the
terms of the Resolution and the action of the authorized representative of the Board awarding the sale of the Bonds and
establishing their final terms. )

Purposes

The Bonds are being issued for the purpose of currently refunding the Board’s Permanent University Fund Variable
Rate Notes, Series A, in the principal amount of $16,000,000 (the “Refunded Notes”) and funding the costs of
improvements at various institutions within the System. The issuance of the Bonds will permit the Board to restructure
its debt service requirements with respect to the Refunded Notes through the establishment of long-term fixed rates for
the Board’s permanent financing of certain facilities initiaily financed through the issuance of such Refunded Notes.
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Parity Bonds

The Bonds will be issued on a parity with the Board’s previously issued and outstanding Permanent University Fund
Refunding Bonds, Series 1985, Series 1988, Series 1991 and Series 1992A (the "Outstanding PUF Bonds"), currently
outstanding in the aggregate principal amount of § . The Outstanding PUF Bonds, the Bonds, and all
additional bonds and notes issued on a parity therewith ("Additional Parity Bonds and Notes") are referred to collectively
herein as the "PUF Bonds". The anticipated debt service requirements for the Bonds combined with the debt service
requirements for the Outstanding PUF Bonds are set forth in Appendix C.

DESCRIPTION OF THE BONDS

General

The Bonds will be issued only as fully registered bonds, without coupons, in any integral multiple of $5,000 principal
amount within a stated maturity, will be dated April 1, 1992, and will accrue interest from their dated date. The Bonds
will bear interest at the per annum rates shown on a supplment to this Official Statement. Interest on the Bonds is payabie
on January 1 and July 1 of each year, commencing July 1, 1992. Interest on the Bonds will be calculated on the basis of
a 360-day year composed of twelve 30-day months. The Bonds mature on July 1 in the years and in the principal amounts
set forth in the maturity schedule contained on the said supplement.

The Bonds are initially issuable in book-entry only form. Initially, Cede & Co., the nominee of The Depository Trust
Company ("DTC"), 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.”

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

Redemption

Optional Redemption. Bonds scheduled to mature on and after July 1, 2003 are subject to redemption prior to
maturity at the option of the Board on July 1, 2002 or on any interest payment date thereafter, in whole or in part, in any
integral multiple of $5,000 (and, if in part, the particular Bonds or portions thereof to be redeemed shall be selected by
the Board) at the redemption price of par, without premium, plus accrued interest to the redemption date; provided that
during any period in which ownership of the Bonds is determined by a book entry at a securities depository for such Bonds,
if fewer than all of the Bonds of the same maturity and bearing the same interest rate are t0 be redeemed, the particular
Bonds of such maturity and bearing such interest rate shall be selected in accordance with the arrangements between the
Board and the securities depository.
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Mandatory Redemption.® The Bonds maturing on July 1, ___ are subject to mandatory sinking fund redemption prior
to their scheduled maturity/maturities in the following amounts, on the following dates at a price of par, without premium,
plus accrued interest to the date fixed for redemption:

Redemption Date Principal
(July 1) Amount

The principal amount of the Bonds required to be redeemed on each such redemption date pursuant to the foregoing
operation of the mandatory sinking fund shall be reduced, at the option of the Board, by the principal amount of any
Bonds, which, at least 45 days prior to the mandatory sinking fund redemption date, (1) shall have been acquired by the
Board and delivered to the Paying Agent/Registrar for cancellation, or (2) shall have been acquired and canceled by the
Paying Agent/Registrar at the direction of the Board, in either case of (1) or (2) at a price not exceeding the par or
principal amount of such Bonds, or (3) shall have been redeemed pursuant to the optional redemption provisions set forth
above and not theretofore credited against a mandatory sinking fund redemption. During any period in which ownership
of the Bonds is determined by a book entry at a securities depository for the Bonds, if fewer than all of the Bonds of the
same maturity and bearing the same interest rate are to be redeemed, the particular Bonds of such maturity and bearing
such interest rate shall be selected in accordance with the arrangements between the Board and the securities depository.

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

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

Paying Agent/Registrar

The initial Paying Agent/Registrar is named on the cover page hereof. In the Resolution, the Board reserves the right
to replace the Paying Agent/Registrar and covenants to maintain and provide a Paying Agent/Registrar at all times while
the Bonds are outstanding. The Board further covenants that the Paying Agent and Registrar will be one entity. Any
successor Paying Agent/Registrar is required by the Resolution to be a competent and legally qualified bank, trust company,
financial institution or other agency. Upon any change in the Paying Agent/Registrar, the Board is required 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 also give the address of the new Paying Agent/Registrar.

*The Bonds may be subject to mandatory sinking fund redemptions in lieu of or in tandem with serial maturities, if
such option is made a part of the winning bid of the initial purchaser, all in accordance with the Notice of Sale and Bidding
Instructions relating to the Bonds.
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Book-Entry Only System

Book-Entry Only System. 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 bonds registered in the name of Cede & Co. (DTC's
partnership nominee). One fully-registered Bond certificate will be issued for each maturity, in the aggregate principal
amount of such issue, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York 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 bonds that its participants ("Participants™) deposit with
DTC. DTC also 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. Direct Participants include securities brokers and dealers, 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 ("Beneficial 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 interests in the Bonds are to be
accomplished by entries made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will
not receive certificates representing their ownership interests in 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 Beneficial 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 behalf of their
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.

Redemption notices shall be seat to Cede & Co. If less than all of the Bonds of 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 Bonds. Under its usual 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).
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Principal and interest payments on the Bonds will be made to DTC. DTC's practice is to credit Direct Participants’
accounts on the 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 the 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 the
customers in bearer form or registered in "street name,” and will be the responsibility of such Participant and not of DTC,
the Paying Agent/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 and the Paying Agent/Registrar,
disbursement of such payments to Direct Participants shall be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

~ 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 in this section concerning DTC and DTC’s book-entry system has been obtéined from DTC, but the
Board takes no responsibility for the accuracy thereof.

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

If the Board determines that (a) DTC is incapable of discharging its responsibilities or (b) the interests of the
Beneficial Owners of the Bonds might be adversely affected if the book-entry only system is continued, the Board shali
appoint a successor securities depository or deliver certificated Bonds, each as described in the Resolution.

Effect of Termination of Book-Entry Only System. In the event that the Book-Entry Only System is terminated by
DTC or the Board, the following provisions will be applicable to the Bonds.

(a) Payments. The principal and redemption price of all Bonds is payable to the registered owners thereof at maturity
or on the date of earlier redemption and only upon presentation and surrender of such Bonds at the corporate trust office
of the Paying Agent/Registrar. Interest on the Bonds will be paid by check mailed by the Paying Agent/Registrar to the
registered owners thereof as shown in the bond registration books of the Paying Agent/Registrar as of the Record Date,
which will be the 15th day of the moath next preceding each interest payment date. Alternatively, upon the request and

at the risk and expense of a registered owner, interest may be paid by another method acceptable to the Paying
Agent/Registrar.

(b) Transfer, Exchange and Registration. Bonds may be transferred and exchanged on the registration books of the
Paying Agent/Registrar only upon presentation and surrender thereof to the Paying Agent/Registrar, together with proper
written instruments of assignment in form and with guarantee of signatures satisfactory to the Paying Agent/Registrar. Any
such transfer or exchange will be without expense or service charge to the registered owner except for any tax or other
governmental charges required to be paid with respect thereto. A new Bond or Bonds will be delivered by the Paying
Agent/Registrar, in lieu of the Bonds being transferred or exchanged, at the principal office of the Paying Agent/Registrar.
Any Bond issued in exchange or transfer for another Bond may be in any integral multiple of $5,000 principal amount for
any one maturity and shall have the same aggregate unpaid principal amount, interest rate and maturity date as the Bonds
or Bonds surrendered for exchange or transfer. The Board and the Paying Agent/Registrar may treat the person in whose
name a Bond is registered as the absolute owner thereof for all purposes, whether such Bond is overdue or not, including
for the purpose of receiving payment of, or on account of, the principal of and interest on such Bond.

(c) Limitation on Transfer. Neither the Board nor the Paying Agent/Registrar shall be required to assign, transfer,
or exchange (i) any Bond or any portion thereof during a period beginning at the close of business on any Record Date,
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and ending at the opening of business on the next following principal or interest payment date or (ii) any Bond or any
portion thereof that has been called for redemption within 45 days prior to the date fixed for redemption.

Amendrhent of Terms

The owners of PUF Bonds aggregating 51% of the aggregate principal amount of the then outstanding PUF Bonds
have the right under the Resolution to approve any amendment to the Resolution or any other resolution authorizing the
issuance of PUF Bonds that may be deemed necessary or desirable by the Board; provided, however, that the owners of
all of the outstanding PUF Bonds must approve the amendment of the terms and conditions in the Resolution, such other
resolutions or in any PUF Bond so as to (a) make any change in the maturity of the outstanding PUF Bonds; (b) reduce
the rate of interest borne by any of the outstanding PUF Bonds; (c) reduce the amount of the principal payable on the
outstanding PUF Bonds; (d) modify the terms of payment of principal of or interest on the outstanding PUF Bonds, or
impose any conditions with respect to such payment; (e) affect the rights of the owners of less than all of the PUF Bonds
then outstanding; or (f) change the minimum percentage of the principal amount of PUF Bonds necessary for consent to
such amendment. ' .

If at any time the Board shall desire to amend the Resolution or any such other resolution, the Board shall cause
notice of the proposed amendment to be published in a financial newspaper or journal published in the City of New York,
New York once during each calendar week for at least two successive calendar weeks. Such notice shall set forth briefly
the nature of the proposed amendment and shall state that a copy thereof is on file at the principal office of each Paying
Agent/Registrar for the PUF Bonds for inspection by all owners of PUF Bonds. Such publication is not required, however,
if notice in writing is given to each owner of PUF Bonds.

Defeasance

The Resolution makes the following provisions for the defeasance of the Bonds.

(a) Any Bond and the interest thereon shall be deemed to be paid, retired, and no longer outstanding within the
meaning of the Resolution (a "Defeased Bond") except to the extent provided in (c) below, when the payment of all
principal and interest payable with respect to such Bond to the due date or dates thereof (whether such due date or dates
be by reason of maturity, upon redemption, or otherwise) either (i) shall have been made or caused to be made in
accordance with the terms thereof (including the giving of any required notice of redemption) or (ii) shall have been
provided for on or before such due date by irrevocably depositing with or making available to the Paying Agent/Registrar
for such payment (1) lawful money of the United States of America sufficient to make such payment, or (2) Government
Obligations that 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 the Paying Agent/Registrar for the payment of its services
until after all Defeased Bonds shall have become due and payable. At such time as a Bond shall be deemed to be a
Defeased Bond, such Bond and the interest thereon shall no longer be secured by, payable from, or entitled to the benefits
of the Interest of the System in the Available University Fund, and such principal and interest shall be payable solely from
such money or Government Obligations, and shall not be regarded as outstanding under the Resolution. See "Security for
the Bonds.”

(b) Any moneys so deposited with or made available to the Paying Agent/Registrar also may be invested at the
written direction of the Board in Government Obligations, maturing in the amounts and times as hereinbefore set forth,
and all income from such Government Obligations received by the Paying Agent/Registrar that is not required for the
payment of the Bonds and interest thereon, with respect to which such money has been so deposited, shall be turned over
to the Board, or deposited as directed in writing by the Board.
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(c). Until all Defeased Bonds shall have become due and payable, the Paying Agent/Registrar shall perform the
services of Paying Agent/Registrar for such Defeased Bonds the same as if they had not been defeased, and the Board shall
make proper arrangements to provide and pay for such services as required by the Resolution.

(d) For purposes of these provisions, 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.

SECURITY FOR THE BONDS

Pledge Under the Resolution

PUF Bonds and the interest thereon are equally and ratably secured by and payable from a first lien on and pledge
of the Interest of the System in the Available University Fund, as described below. Pursuant to the Resolution, the Board
has reserved the right to issue Additional Parity Bonds and Notes on a parity with the Bonds and the Outstanding PUF
Bonds. See "Security for the Bonds -- Additional Parity Bonds and Notes."

The Bonds do not constitute general obligations of the Board, the System, the State or any political subdivision of
the State. The Board has no taxing power, and neither the credit nor the taxing power of the State or any political
subdivision thereof is pledged as security for the Bonds.

Available University Fund

The Available University Fund is defined by the State Constitution to consist of all the dividend, interest and other
income of the Permanent University Fund (less administrative expenses), including net income attributable to the surface
of Permanent University Fund land. See "Permanent University Fund.” As such dividend, interest and income are received,
the State Comptroller of Public Accounts credits the receipts to the Available University Fund, and the money is deposited
in the State Treasury for the purpose of investment.

Two-thirds of the amounts attributable to the Available University Fund (less administrative expenses of the
Permanent University Fund) are constitutionally appropriated 1o the System to be used for constitutionally prescribed
purposes. This two-thirds share is referred to herein and in the Resolution as the "Interest of the System" in the "Available
University Fund." Article VII, Section 18(f) of the State Constitution provides that after the payment of annuai debt
service of obligations payable from the Permanent University Fund, $6,000,000 shall be appropriated annually for Prairie
View A&M University for a period of ten years commencing November 1, 1984. The remaining one-third of the amounts
attributable to the Available University Fund, after deducting such expenses, is constitutionally appropriated to The Texas
A&M University System.

Money credited to the Available University Fund is administered by the State Treasurer and, along with other funds
of the State, is invested in accordance with State law. Earnings on that portion of the Available University Fund
appropriated to the System accrue to and become a part of the Interest of the System in the Available University Fund.

Income, Debt Service Requirements and Coverage

Table I below sets forth historical earnings of the Permanent University Fund that were deposited to the Available
University Fund, together with the debt service requirements of the Outstanding PUF Bonds and the Subordinate Lien
Notes and the coverage thereof. See "Security for the Bonds -- Subordinate Lien Notes and Residual Funds."
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Table 1 ‘
Historical Available University Fund (1)
(000’s Omitted)

Available Total Debt
University  Interest of the Total Income Service Payable
Fund (after System in Available to from the
Fiscal Year Administrative Available Other Pay Debt Available
Ending August 31 _Expenses) (2) University Fund Income(3) Service University Fund(4) Coverage(5)
1983 - $156,486 $104,324 $6,323 $110,647 $28,693 3.86x »
1984 171,437 114,291 7,632 121,923 33,638 3.6
1985 187,927 125,285 6,635 131,920 40,239 T 328
1986 209,700 139,800 5111 144,911 29,702 4.88x
1987 209,182 139,455 4,152 143,607 45,503 3.16x
19838 231,417 154,278 5,939 160,217 43,531 3.68x
1989 248,146 165,431 9,216 174,647 51,867 3.36x
1990 258,219 172,146 8,188 180,334 50,549 357
1991 250,421 166,948 5,211 172,159 53,506 3.21x

(1) The amounts stated in the years 1983 through 1986 are audited amounts. The 1987 through 1991 amounts are the
unaudited amounts reflected on the books of the System.

(2) The expenses of administering the Permanent University Fund constitute a first claim on the income therefrom and
are deducted prior to dividing the Available University Fund between the System and The Texas A&M University
System. The Resolution contains covenants restricting administrative expenses of the Permanent University Fund to
a minimum consistent with prudent business judgment.

(3) Through the fiscal year ending August 31, 1985, Other Income included the grazing and other income derived from
the surface of the Permanent University Fund land (all of which was appropriated to the System), plus nondivisible
interest income earned on the System'’s share of the Available University Fund balance on deposit with the State
Treasury. The State Constitution requires that after August 31, 1985, surface income be allocated one-third to The
Texas A&M University System and the remaining two-thirds to the System. Accordingly, for the fiscal years ending
August 31, 1986 and thereafter, surface income is included in Available University Fund (after Administrative
Expenses).

(4) Includes Debt Service on the Board’s Permanest University Fund Variable Rate Notes, Series A but does not include
debt service payable from the Residual AUF. See "Security for the Bonds -- Subordinate Lien Notes and Residual
Funds.”

(5) Represents Total Income Available to Pay Debt Service divided by Total Debt Service Payable from the Available
University Fund.

Coastitutional Debt Power, Debt Limitations

“The discretion to direct the use of the Interest of the System in the Available University Fund, after administrative
expenses, for constitutionally authorized purposes is vested in the Board. The discretion to direct the use of the one-third
interest of The Texas A&M University System in the Available University Fund, after administrative expenses, is vested
in the Board of Regents of The Texas A&M University System.

Article V11, Section 18(b) of the State Constitution (the "Constitutional Provision") authorizes the Board to issue bonds
and notes, payable from all or any part of the Interest of the System in the Available University Fund for the purpose of
(a) acquiring land, with or without permanent improvements, (b) constructing and equipping buildings or other permanent
improvements, (¢) making major repair and rehabilitation of buildings and other permanent improvements, (d) acquiring
capital equipment, library books and library materials, and (e) refunding bonds or notes issued under such Constitutional
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Provision or prior law at or for System administration and the component institutions of the System. The pledge and
security interest made and granted in the Resolution is accomplished pursuant to that Constitutional Provision.

The Constitutional Provision limits the aggregate amount of bonds and notes secured by the Interest of the System
in the Available University Fund that may be issued by the Board to amounts not exceeding, at the time of issuance, 20%
of the cost value of investments and other assets of the Permanent University Fund, exclusive of real estate. As of
January 31, 1992, the unaudited cost value of the Permanent University Fund, exclusive of real estate, was $3,564,742,397*
and outstanding bonds and notes secured by the Interest of the System in the Available University Fund totaled
$551,465,000*. Accordingly, as of January 31, 1992, the Board was authorized to issue an additional $161,483,479* of bonds
or notes secured by the Interest of the System in the Available University Fund. For the purpose of making these
calculations, "cost value" and "book value” are treated as equivalent terms.

Table II shows the constitutional debt limits of the Permanent University Fund for each year 1982 through 1991 and
the amount of outstanding bonds and notes secured by the respective interests in the Available University Fund for each
of such years for both the System and The Texas A&M University System.

Table II
Historical Availability and Outstanding Bonds and Notes
) Texas A&M

The System University System

Fiscal Year Book Value Constitutional Constitutional
Ending August 31 of Fund Debt Limit A= Qutstanding Debt Limit = OQutstanding
1982 $1,725,744,320 $230,099,243  $182,805,000 $115,049,621 $ 89,255,000
1983 1,902,619,274 253,682,570 221,955,000 126,841,284 105,565,000
1984 2,082,521,497 277,669,533 272,735,000 138,834,766 135,870,000
1985 2,316,874,704 463,374,941 309,065,000 231,687,470 162,345,000
1986 2,605,526,501 521,105,300 440,045,000 260,552,650 198,065,000
1987 2,919,540,498 583,908,100 427,420,000 291,954,050 220,690,000
1988 3,082,118,711 616,437,742 442,100,000 308,218,071 224,180,000
1989 3,294,392,325 658,878,465 477,205,000 329,439,232 248,050,000
1990 3,435,080,203 687,016,040 542,155,000 343,508,020 255,685,000
1991 3,526,480,946 705,296,189 551,465,000 352,648,095 308,300,000

Note: Prior to November 1984, the State Constitution limited the issuance of bonds and notes secured by an
interest in the Available University Fund to a maximum of 20% of the book value of the Permanent
University Fund (6.67% issued by The Texas A&M University System and 13.33% issued by the System).
An amendment to the Constitution increased the maximum amount of such bonds and notes to 30% of
the book value of the Permanent University Fund (10% issued by The Texas A&M University System and
20% issued by the System).

*As of December 31, 1991; to be revised prior to the distribution of this document to the public.
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General Covenants

The resolutions authorizing the Outstanding PUF Bonds and the Resolution require the State Comptroller of Public
Accounts to maintain in the State Treasury an Interest and Sinking Fund for the PUF Bonds. Such resolutions collectively
require the Board and the officers of the System to cause the State Comptroller of Public Accounts, on or before the date
on which principal or interest is due on the PUF Bonds, to transfer from the Interest and Sinking Fund to the Paying
Agent/Registrar amounts sufficient to pay such principal and interest.

The Board additionally covenants and agrees:

(a) that while any PUF Bonds are outstanding and unpaid, the Board will maintain and invest and keep invested the
Permanent University Fund in a prudent manner and as required by law;

(b) that the Board will restrict expenditures for administering the Permanent University Fund to a minimum consistent
with prudent business judgment;

(c) that the Board will duly and punctually pay or cause to be paid the principal of every PUF Bond, and the interest
thereon, from the sources, on the days, at the places and in the manner mentioned and provided in such obligations,
according to the true intent and meaning thereof, and that it will duly cause to be redeemed prior to maturity all PUF
Bonds, that by their terms are required to be redeemed mandatorily prior to maturity, when and as so required, and
that it will faithfully do and perform and at all times fully observe all covenants, undertakings and provisions contained
in the Resolution and in the aforesaid obligations;

(d) that, except for the PUF Bonds, and the interest thereon, the Board will not at any time create or allow to accrue
or exist any lien or charge upon the Permanent University Fund or the Interest of the System in the Available
University Fund, unless such lien or charge is made junior and subordinate in all respects to the liens, pledges, and
covenants in connection with the PUF Bonds, but the right to issue junior and subordinate lien obligations payable
from such Interest of the System in the Available University Fund is specifically reserved by the Board; and that the
lien created by the Resolution will not be impaired in any manner as a result of any action or non-action on the part
of the Board or officers of the System, and the Board will continuously preserve the Permanent University Fund and
each and every part thereof; and

(e) that proper books of records and accounts will be kept in which true, full and correct entries will be made of all
income, expenses and transactions of and in relation to the Permanent University Fund and each and every part thereof
in accordance with accepted accounting practices. As soon after the close of each fiscal year (September 1 to August
31, inclusive) as may reasonably be done, the Board shall furnish to all bondholders and owners who may so request
such audits and reports by the State Auditor for the preceding fiscal year, concerning the Permanent University Fund,
the Interest of the System in the Availabie University Fund and the PUF Bonds, as the State Auditor is required by
applicable law to prepare and distribute.

General Tax Covenant

In the Resolution, the Board states its intention that the interest on the Bonds shall be excludable from gross income
for purposes of federal income taxation pursuant to Sections 103 and 141 through 150 of the Internal Revenue Code of
1986, as amended (the "Code"), and applicable regulations. The Board covenants and agrees not to take any action, or
knowingly omit to take any action within its control, that if taken or omitted, respectively, would cause the interest on the
Bonds to be includable in gross income, as defined in Section 61 of the Code, of the holders thereof for purposes of federal
income taxation. In particular, the Board covenants and agrees in the Resolution to comply with each requirement of the
Resolution relating to the treatment of interest on the Bonds for federal income tax purposes; provided, however, that the
Board shall not be required to comply with any particular requirement if the Board has received an opinion of nationally
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recognized bond counsel acceptable to the Board that such noncompliance will not adversely affect the exclusion from gross
income for federal income tax purposes of interest on the Bonds or if the Board has received an opinion of such counsel
to the effect that compliance with some other requirement set forth in the Resolution will satisfy the applicable
requirements of the Code, in which case compliance with such other requirement specified in such counsel’s opinion shall
constitute compliance with the corresponding requirement specified in the Resolution.

Additional Parity Bonds and Notes

The Board reserves the right, exercisable at any time and from time to time, to issue and deliver Additional Parity
Bonds and Notes, in as many separate installments or series as deemed advisable by the Board, but only for constitutionally
permitted (including refunding) purposes. Such Additional Parity Bonds and Notes, when issued, and the interest thereon,
shall be equally and ratably secured by and payable from a first lien on and pledge of the Interest of the System in the
Available University Fund, in the same manner and to the same extent as are the Bonds and the Outstanding PUF Bonds.
It is further covenanted, however, that no installment or series of Additional Parity Bonds or Notes shall be issued and
delivered unless the Executive Vice Chancellor for Asset Management of the System or some other officer of the System
designated by the Board executes:

(a) a certificate to the effect that for the fiscal year immediately preceding the date of said certificate the amount of
the Interest of the System in the Available University Fund was at least 1-1/2 times the average annual Principal and
Interest Requirements (as defined below) of the installment or series of Additional Parity Bonds or Notes then
proposed to be issued and all then outstanding PUF Bonds that will be outstanding after the issuance and delivery of
such proposed installment or series; and

(b) a certificate to the effect that the total principal amouat of (i) all PUF Bonds and (ii) all other obligations of the
Board that are secured by and payable from a lien on and pledge of the Interest of the System in the Available
University Fund that will be outstanding after the issuance and delivery of the installment or series of Additional Parity
Bonds or Notes then proposed to be issued will not exceed 20% of the cost value of investments and other assets of
the Permanent University Fund (exclusive of real estate) at the time the proposed series or installment of Additional
Parity Bonds or Notes is issued.

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

Future Financings

The Constitutional Provision provides that the System and its component institutions may not receive any funds from
the general revenue of the State for acquiring land, with or without improvements, for constructing or equipping buildings
or other permanent improvements, or for major repair and rehabilitation of buildings or other permanent improvements,
except in case of fire or natural disaster (when the State Legislature may appropriate amounts to replace uninsured losses)
or in cases of demonstrated need, as statutorily expressed in an appropriations act adopted by a two-thirds vote of both
houses of the State Legislature. Accordingly, the needs of the System for capital funds through the issuance of bonds or
notes are on-going. Other than the Bonds, the Board does not expect to issue any additional bonds or notes secured by
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the Interest of the System in the Available University Fund to fund capital projects through the end of the current calendar
year. The Board reserves the right to issue Additional Parity Bonds and Notes and other obligations should it elect to do
so. See Table II, "Historical Availability and Outstanding Bonds and Notes."

Remedies

Any owner of any of the Outstanding PUF Bonds, the Bonds or Additional Parity Bonds or Notes shall, in the event
of default in connection with any covenant contained in the Resolution or default in the payment of any amount due with
respect to such obligations, have the right to institute mandamus proceedings against the Board or any other necessary or
appropriate party for the purpose of enforcing payment from the moneys pledged under the Resolution or for enforcing
any such covenant. Acceleration of the amounts due with respect to such obligations is not provided as a remedy in the
Resolution.

Subordinate Lien Notes and Residual Funds

Subordinate Lien Notes. In addition to the PUF Bonds, pursuant to the Constitutional Provision, the Board has
authorized an interim financing program through the issuance of its Permanent University Fund Variable Rate Notes,
Series A to be outstanding at any time in the maximum principal amount of $250,000,000 ( the "Subordinate Lien Notes*).
The Subordinate Lien Notes are secured by a lien on the Interest of the System in the Available University Fund
subordinate to the lien securing the PUF Bonds.

Following the delivery of the Bonds and the retirement of the currently outstanding Subordinate Lien Notes, the Board
will have the capacity, subject to the Constitutional debt limit, to issue up to $250,000,000 in principal amount of
Subordinate Lien Notes. See "Security for the Bonds -- Constitutional Debt Power, Debt Limitations.*

Residual AUF. After the payment of annual debt service on the PUF Bonds and after payment of any other obligations
secured by a lien on the Interest of the System in the Available University Fund, the Constitutional Provision appropriates
the remaining amount attributable to the Interest of the System in the Available University Fund as follows: (a) first, the
sum of $6,000,000 annually, for ten years commencing November 1, 1984, to The Texas A&M University System for use
by Prairie View A&M University, and (b) the balance (the "Residual AUF") to the Board for the support and maintenance
of The University of Texas at Austin and for the administration of the System.

In addition to the Bonds, the Outstanding PUF Bonds and the Subordinate Lien Notes, the Board has previously issued
The University of Texas at Austin Building Revenue Refunding Bonds, Series 1986 (the "Building Revenue Bonds™),
presently outstanding in the aggregate principal amount of $29,835,000. The Building Revenue Bonds are secured by and
payable from, among other revenues, the “Pledged Available Fund Surplus,” which is that portion of the Residual AUF
that is biennially appropriated by the State Legislature in a manner that will permit use thereof by the Board to pay debt
service on the Building Revenue Bonds. The Building Revenue Boads and any other obligations of the Board payable from
and secured by the Pledged Available Fund Surplus are not subject to the 20% limitation described above under "Security
for the Bonds -- Constitutional Debt Power, Debt Limitations.”
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Introduction

The Permanent University Fund is a constitutional fund, created in the Texas Constitution of 1876. The assets and
earnings of the Permanent University Fund are dedicated to the uses and purposes of the System and The Texas A&M
University System. See "Security for the Bonds -- Available University Fund." A graphic summary and analysis of the
relationship among the Permanent University Fund, the Available University Fund, the System and The Texas A&M
University System follows. Said summary and analysis is qualified in its entirety by reference to the full text of this Official

PERMANENT UNIVERSITY FUND

Statement and to the documents, laws and constitutional provisions referred to herein.

UNIVERSITY LANDS

12,109,109 acTes)

Surace laterssts

Jli. cas & Maneris

!
J

T
l e
raing and Parsanent lniiersity fund
Surtace
ncom $3.5 Jullion, urzamt cost val.e of 1l assets.
Procesds 38 sdles ramain as sart I Dt
See ‘Tl zible lavestaents ind itandarids.°
investaent {ncise
v
r . Avallable Cavversity Mund J
r Admnustracica Zrpensas J

f
I 2.1 ta OF Systes J
|

| 1.3 % Taras Al §,s5%e8

l

1
2. Can oaly issus boads and notes wp 9 208 of cost value of PUT,

3.

Security for Bonds

FOT 2oods payable from first liem ow UF Systsw’s 2.3 instersst i3 ACP

eciusive of ceal estats.

Mditioaal Parity Boad and ots Tust - U7 Sytam’s 2.3 intarest Qo
AP during last fiscal year mwst squal 1.5 & average anbual dedt
sarvice on ALl PO Boads, including proposed PUT Soads.

. Subapdinate Liea Botas payable af:ar odligatioas Listad 18 1. and ).

above,

. Board resarves ight to issus obligations om a parity vith the

Suboedinate Lies Notes, subject to 2. above, or vith a jupior lies
10d pledge therets.

After paying debt service oa bonds and Dotes secured by (T Systes’s
2:) iaterest in ACT, remainder used to pay 6 mllioa anmuaily,
sommmscing NovesDer !, 1984 and inding Bovemder 6, 19%,

Tezas MMl Systas for use Dy Praurie 7iew MR Tmiversity.

| i

Issidual Lacome availadle to 0.7. Austis and to
C.2. Sistem Admuaistration foc specifisd purposas.

13

B of R - 163

Adll System tboriied to .Ssus 20nds and
Sotas pavable solel; frow its !}
iatarest 18 A7ailadle Cnj.ersity Fung,
srcept that 1T5 powar 3¢ (s5us 20nds and
Sotas is limtad fo 0% of :asT vyiue of
PCP, axclusive of ceal istate.




The Permanent University Fund is a public endowment contributing to the support of institutions of the System (other
.than The University of Texas-Pan American and The University of Texas at Brownsville) and eligible institutions of The
Texas A&M University System. The Constitution of 1876 established the Permanent University Fund through the
appropriation of land grants previously given to The University of Texas at Austin plus one million acres. The land grants
to the Permanent University Fund were completed in 1883 with the contribution of another one million acres. Today, the
Permanent University Fund contains 2,109,109 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 all gains on investments,
all rentals on mineral leases, all lease bonuses and all amounts received from the sale of land must be added to the corpus
of the Permanent University Fund.

Investment Responsibility

The fiduciary responsibility for managing and investing the Permanent University Fund is constitutionally assigned to
the Board. The Board currently employs an investment and administrative staff as well as unaffiliated investment managers
for the purpose of optimizing investment performance while complying with legal limitations and policy guidelines. The
Board for Lease of University Lands, composed of representatives of the System, The Texas A&M University System and
the State Land Commissioner, is responsible for the approval of oil, gas and other-mineral leases.

The Board additionally appoints an Investment Advisory Committee of up to six citizen members whose particular
qualifications and experience qualify them, in the opinion of the Board, to advise the Board and the administration of the
System with respect to investment policy, planning and performance evaluations. The Investment Advisory Committee
meets on a quarterly basis. Pursuant to Board Rules and Regulations, Investment Advisory Committee members are
appointed for a three year term and may be reappointed for one additional term. The current members of the Investment
Advisory Committee are shown on page (i) of this Official Statement.

The principal administrative officer responsible for the management of the Permanent University Fund is the Executive
Vice Chancellor for Asset Management. He is supported by a staff of more than 60 employees, consisting of securities
analysts, accountants, and other personnel. His duties and powers include the power to make and execute daily investment
decisions consistent with legal limitations and policy guidelines. In mid October, 1991, Mr. Michael E. Patrick resigned
his position as Executive Vice Chancellor for Asset Management effective December 31, 1991, to accept an executive
position in private industry. Mr. Thomas G. Ricks, Executive Director of Finance and Private Investments, has been
appointed Acting Executive Vice Chancellor for Asset Management while a search is being conducted by the Chancellor
on a national basis for a permanent replacement.

~ The Texas Education Codc additionally requires the Board to employ a well-recognized performance measurement
service to evaluate and analyze the investment results of the Permanent University Fund with other public and private funds
having similar objectives. The Board has employed SEI Corporation, Wayne, Pennsylvania. The firm annually renders a
report to the Board, copies of which may be obtained from the Office of Asset Management.

Investment Manageme‘nt Firms

The Board may hire unaffiliated investment managers from time to time in order to provide the Permanent University
- Fund with increased diversity through their unique style and approach to investing as well as to improve the Permanent
University Fund’s return and volatility. The Board carefully screens and evaluates external managers on the basis of
investment philosophy and historical performance. Investment managers are monitored periodically by the Board for
performance and adherence to investment discipline. The Board reviews the composition of managers from time to time
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and may add or terminate managers in order to optimize portfolio returns. As of January 1, 1992, external managers
managed approximately 14% of the assets of the Permanent University Fund.

Eligible Investments and Standards

Pursuant to an amendment to Article VII of the State Constitution which was approved by the voters of the State on
November 8, 1988, the Board is authorized, subject to procedures and restrictions it establishes, to invest the Permanent
University Fund in any kind of investments and in amounts it considers appropriate; provided that it adheres to the prudent
person investment standard, which requires that, in making each and all investments, the Board shall exercise the judgment
and care under the circumstances then prevailing which persons of ordinary 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 therefrom as well as the probable safety of their capital.

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

The Resolution requires the Board to maintain and invest and keep invested the Permanent University Fund in a
prudent manner and as required by law. To the best knowledge and belief of the Board, the Board’s investments, practices
and policies are in full compliance with the requirements of the State Constitution and the Resolution.

Investment Objectives

The Board has three primary objectives in managing the Permanent University Fund: (1) the generation of more than
sufficient income to service interest and principal payments of bonds and notes secured by the Interest of the System in
the Available University Fund as well as to provide a dependable and growing stream of income for the support and
maintenance of The University of Texas at Austin and System administration, (2) to cause the total value of the Permanent
University Fund to appreciate over time and thereby to insure preservation of the Permanent University Fund’s purchasing
- power and (3) diversification at all times to provide reasonable assurance that investment in a single security, class of
securities, or industry will not have an excessive impact on the Permanent University Fund.
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Table 111 shows the annual growth in the Permanent University Fund through fiscal year 1991. Proceeds from the sale
of assets contained in such Fund, including capital gains, are constitutionally required to remain as part of the corpus of
such Fund. '

Table III
Annual Permanent University Fund Growth
(000’s omitted)

Oil & Gas Mineral
& Sulphur Lease Other Total
Fiscal Year Ending August 31 Rovyalties Sources Sources (1 Additions
Through September 1, 1979 ......... $ 782,091 $ 305,886 $45,842 $1,133,819
1980 .............. e e 119,356 253 " 3,041 122,650
1981 ... 160,285 98,282 4316 262,883
1982 ... e 178,286 20,221 7,886 206,393
1983 ..o 154,702 742 21,431 176,875
1984 . ... .. e 145,186 7,254 27,462 179,902
1985 .. e 135,422 24 98,687 234,353
1986 ......cviiiiii i 109,510 6,172 172,970 288,652
1987 i e 73,148 6,985 233,881 314,014
1988 ..ottt 75,431 3,568 83,578 162,577
1989 ............. e 67,236 2,555 142,483 212,274
1990 ... e 71,539 4,913 64,236 140,688
1991 .. 85,049 2.383 3.969 91,401
Totals ......oovviiiiiiiii.n, $2,157.241 $459.458 $909,782 $3,526,481(2)

(1) Includes net realized gains (losses) on sale of Fund securities.
(2) Excludes nominal value of land of $§10,027,384.
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TABLE IV
PERMANENT UNIVERSITY FUND
Comparison Summary of Assets
August 31, 1930 August ji, 1991
: 2008 RANEKT 8008 nanaxT
_BOOK VALUK  YIRLD _MARKNY VALUK _YINID BOOE VALUK _ YIMID MANENT VALUM  YINLD
$ N28.778.888.15 9.958 3 845,330,.680.00 8.618 3 515.992.379.27 9.183 3 9931.990,905.30 7T.113
95.418,489.79 9.83 96.,428,373.82 9.8) 88.908,510.76 9.82 YN, 151, 128 .00 9.27
__568.150.126.76 _2.8% _ 501,909.18).72 _8.9) ___633.171.500.53 9.23 _ 687,9%9,296.48 ~1.458
2968,109,22).38 9.72 296.,566,034.20 9.80 311,689,474.92 9.66 329.6%9,892.25 9.08
131,766,712 . 9.72 ___33).029.02%.10 _9.19 __ 311.608.%4).01 9.6 _ 86,594,006 .00 8,9y
__2.000.000,00 _B.60 . _A.019.080.00 _9.5) ___ 19.313.)08.71% 9.0} 19.96) . 870 00 _8.69
232.764,180.31 9.30 223,109,199.05 10.1) 289,716,095.01 9.09 298,184 BUH .05 H.95
178,585,009.62 10.50 175,422,907.05 10.8% 215,871,821.21 10.16 221,208 898 By Y. 62
178.638,632.41 9.29 176,367,202.28 9.%6 197,208.516.39 9.28 207.759.46% 92 8.7
90.)07.“2.00 10.46 89,527.079.72 10.5) 88,295,216.771 9.15 Yo, 628,954.6% 9, 39y
_i.LiRM 2,36 . 51.1)68.012,20 _9.7) 86,968, 729,18 21.97 206492160 .09 .47
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Table V shows a summary of the income from Wvesimeats ia the Permaneant Casversity Fund for we

fiscal year ended Augmst 31, 1991 which are deposited ia the Available Univensity Fuad.

Tadle V
PERMANENT UNTVERSITY FUND
Summary of lacome from [avestments
(September L, 1999 throagh August 31, 1991)

cASE ACCRORD TOTAL
PRON PIXIED INCOME SECURITIES--
U.S. Treasurtes . . . . . - oo oL $ $3.780.9598.19 81.913,334.27 8 85.633,5:% .
J.S. Governaent Odbligations . . . . . . . . 13,329.967.12 (2%6,971.80)  11.,372.35%3.::
U.S. Covernaent Ageacies . . . . . . . . . 30,230,272.62 13¢,121.72 10,284 134
PHA MOPLEREES . - « - « oo o b os e 162.666.42 0.00 182,344 .
Porelgn Ocvernaeat Odbligations . . . . . . 274,590.70 801,653.48 8§76 Zea. .3
Corporate Bonds . . . . . s o e e e 0. o T8,283,183.8)3 1.782,263.21 *6.52€ 47 C.
Preferred Stocks . . . . . ¢ s e e 00 e 232 -~¢3 -
Total fros Plzed Iocoae Securities . . . _172.308 Q88,1Q 1,.37¢,490.98 IR
PRON BQUITY SRCURITIRS-- -
Coavertible Debentures . . . . . o . . . . 48,500.00 0.00 8,532 00
Convertibdle Preferred Stocks . . . . . . . 890,6%4.29 0.00 855 544,23
Cosson Stocks & Otder Bquities . . . . . . —81.938,823.17 2.00 §1.338 .23 - -
Total fros BQuity Securities . . . . . . —t2.872,.862.0¢ 2.99 43 3°= zi- .
PROM SEORT TEAN INVESTMRNTS--
U.S. Treasury Bi11s . . . . . . . e e e 7%%,680.28 (313,708.61) Wel,391."
U.S. Governsent Obligaticss . . . . . . . . 2.8%2,783.07 (79%.603.2%) 2.057..32.::
U.S. Governaeat Agenciesd
SBOPt Ters NOLES . . . - . - . o . oo e o 1.151,.719.638 (65.380.17) 1,296,335, .7
Compercial PapeP . : . .+ - o+ e 4 e o s 29.%92,707.67 62.638.8 é5.855,21.8.32
Iaterest oa Puads 1o Stace Treasury . . . . 6,334,882.99 0.00 §.339,432.33
Interest o8 Bank Clearing Balances . . . . 324.60 0.00 12452
Securities Lending . . . . . « ¢« . o . . . 1.190,09¢,08 Q.00 1,033,533 2
Total fros Shert Ters lavestaeats coe 81,877,783, 71 (1.122.093,18) _ 49, C95.84:° 3%
TOTAL INCONE FRON INVESTIRNTS
7O AVAILABLE UNIVERSITY PUMD . . . . . .. $257.6%9.365.23 32.962.307.00 1280 520 i oo
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Table V1 shows the historical yield oa investments held in the Permanent University Fund.

TABLE V1
PERMANENT UNIVERSITY FUND
Historical Yleld on [nvestments Held

(1971-1991)
CORPORATE
TOTAL GOV'gR:iDﬂ PREPERRRED CCMMON
YRAR INVESTMENTS(1) OBLICATIONS(2) BONDS(3) STOCKS STOCKS (¢t

1970-71 4.65 4.68 4.91 - W
1971-72 .73 5.05 . 4.93 - 4,313
1972-73 4.99 5.76 497 - “.42
1973-174 5.32 6.21 '5.12 - 433
1974-75 5.7% 7.07 5.54 - ¢.31
1975-76 6.02 7.32 6.13 - - .37
1976-77 6.24 7.40 6.23 - 3.36
1977-78 6.51 7.60 6.29 - 5.73
1978-79 7.00 8.14 6.50 - §.17
1979-80 7.48 8.57 7.26 10.80 .23
1980-81 8.54 9.83 8.66 10.80 3037
1981-82- 9.23 10.7$ 9.80 13.56 5,33
1982-83 9.18 16.70 10.07 13.50 5,45
1983-8% 8.80 10.75 10.26 13.56 3.5
1984-85 9.01 10.88 10.41 13.56 3,23
1985-86 8.65% 10.48 16.98 14.40 437
1586-87 8.17 10.40 10.53 13.32 $.33
1987-88 7.87 10.11 10.32 13.24 1,13
1988-89 7.72 9.9% 10.10 11.73 +.33
1589-90 7.%6 9.80 9.92 6.34 i.22
1, :Jg

1990-51 7.49 9.36 9.62 9.35

(1) Por 1972-73 and sudsequent years average yield excludes Short Tera Securttiss :.2
within one year.

(2) Average yield includes ylelad on Treasury Bonds, Agency Obligations (Guarantzez a:n:
Non-Guarantesd) and PHA Mortgages.

(3) Average yield includes yield on Poreign Governsent Bonds.

(4) Average yleld includes yield on Convertible Dedbentures, Convertible Preferred
Stocks, Partaerships and Cosmon SCOocKks.
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Financial Information

Beginning with the fiscal year ended August 31, 1987, the State began issuing audited financial statements, prepared
in accordance with generally accepted accounting principles, for the State government as a whole. The statements are
prepared by the State Comptroller of Public Accounts and are audited by the State Auditor’s office. The State Auditor
expresses an opinion on the financial statements of the State but does not express an opinion on the financial statements
of individual component units, including those of the System and the Permanent University Fund.

The scope of the State Auditor’s audit includes tests for compliance with the covenants of bond issues of the State or
its component agencies and institutions. [n addition, supplementary schedules are included in the State financial
statements, providing for each bond issue information related to pledged revenues and expenditures, coverage of debt
service requirements, restricted account balances and/or other relevant information which may feasibly be incorporated.
The State Auditor expresses an opinion on such schedules in relation to the basic financial statements taken as a whole.
Any material compliance exceptions related to bond covenants are disclosed in the notes to the financial statements and
all compliance exceptions related to bond covenants are addressed in the overall management letter for the State audit.
A copy of the latest audited financial statements of the State and the unaudited financial statements of the System and the
report entitled "Permanent University Fund Investments for the Fiscal Year ended August 31, 19917 may be obtained upon
request from the Office of Asset Management at 210 W. 6th Street, Austin, TX 78701. The Board has covenanted in the
Resolution to provide after the close of each fiscal year, to each bondholder who may so request, such audits and reports
by the State Auditor for the preceding fiscal year concerning the Permanent University Fund, the Interest of the System
in the Available University Fund and the PUF Bonds, as the State Auditor is required by law to prepare and distribute
and the unaudited financial statements of the System and the annual report on investments in the Permanent University
Fund.

ABSENCE OF LITIGATION

Neither the Board nor the System is a party to any litigation or other proceeding pending or, to their knowledge,
threatened, in any court, agency or other administrative body (either state or federal) which, if decided adversely to either
such party, would have a material adverse effect on its financial condition, the Permanent University Fund or the Interest
of the System in the Available University Fund, and no litigation of any nature has been filed, or to their knowledge
threatened, which seeks to restrain or enjoin the issuance or delivery of the Bonds or which would affect the provisions
made for their payment or security, or in any manner questioning the validity of the Bonds.

LEGAL MATTERS

Legal matters incident to the authorization, issuance and sale of the Bonds are subject to the unqualified approval of
the Attorney General of the State of Texas and of Vinson & Elkins L.L.P., Bond Counsel, whose approving opinion will
be in the form attached hereto as Appendix E. 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 the capacity as Bond

- Counsel, such firm has reviewed the information relating to the Bonds and the Resolution contained under the captions
"Introduction,” "Plan of Financing," "Description of the Bonds (other than the information under the caption "Book-Entry
Only System"),” "Security for the Bonds,” "Permanent University Fund -- Introduction,” "Legal Matters," "Tax Exemption,”
“Tax Accounting Treatment of Original Issue Discount Bonds," and "Legal Investments in Texas" (except for financial and
statistical information contained under any such caption) in this Official Statement, and such firm is of the opinion that
the information relating to the Bonds and the Resolution contained under such captions is a fair and accurate summary
of the information purported to be shown therein. The payment of legal fees to Bond Counsel in connection with the
issuance of the Bonds is contingent on the sale and delivery of the Bonds. Certain legal matters will be passed upon for
the System by McCall, Parkhurst & Horton and by Lannen & Moyé, P.C.
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The Board will furnish to the initial purchasers a complete transcript of proceedings incident to the authorization and
issuance of the Bonds, including the unqualified approving legal opinion of the State Attorney General, to the effect that
the Bonds are valid and legally binding obligations of the Board, and based upon an examination of such transcript of
proceedings, the approving legal opinion of Bond Counsel to the effect that the Bonds are valid and legally binding
obligations of the Board, and to the effect that the interest on the Bonds is excludable from the gross income of the holders
thereof for federal income tax purposes under existing law. See "Tax Exemption.” The customary closing papers, including
a certificate to the effect that no litigation of any nature has been filed or is then pending to restrain the issuance and
delivery of the Bonds, or which would affect the provision made for their payment or security, or in any manner questioning
the validity of the Bonds, will also be furnished.

LITIGATION RELATING TO THE TEXAS HIGHER EDUCATION SYSTEM

On January 20, 1992, a final judgment was entered by the 107th District Court of Cameron County, Texas (the "District
Court™), in Cause No. 12-87-5242-A, styled League of United Latin American Citizens ("LULAC?"), et al. v. Ann Richards,
et al., which held that the "Texas Higher Education System (the laws, policies, practices, organizations, entities and
programs that have created, developed or maintained Texas public universities and professional schools) [(the "Higher
Education System")] is impermissibly unlawful, violative of, and prohibited by the Constitution and laws of the State of
Texas." The judgment states that the Higher Education System is unconstitutional because the named defendants in the
case (which include the Governor of the State of Texas (the "State"), other State officials and the members of the boards
of regents of most of the State universities and university systems, including members of the Board) have refused to grant
benefits to, have imposed unreasonable burdens upon, and denied equal educational opportunity to the class that the
plaintiffs represent (which includes all persons of Mexican (Hispanic) ancestry who reside in an area of 41 contiguous
counties along the border of Texas with Mexico and who are now or will be students, or would have been students but for
the unlawful practices and policies of the defendants, at Texas public senior colleges and universities or health related
institutions were if not for the resource allocation policies and practices complained at in the plaintiff’s petition) because
of their national origin. The judgment further states that the Higher Education System has resulted in the expending of
fewer State resources on higher education in geographic areas of significant Mexican American populations than in other
areas of the State in violation of the State Constitution.

The judgment includes an injunction prohibiting the defendants from giving any force and effect to provisions of the
Texas Constit tigg'a d laws relating to the financing of public universities and professional schools from all sources,
including the evenue Fund and the Permanent University Fund proceeds. The injunction, however, is stayed until
May 1, 1993 in order to allow the defendants to pursue their appeal and to allow sufficient time for the Legislature of
Texas to enact a constitutionally sufficient plan for funding public universities and medical colleges should the District
Court’s judgment be uphelid on appeal. The judgment also provides that it shall have prospective application only, and
shall not affect the validity or enforceability of obligations issued or incurred by a public university or professional school
in Texas, such as the Bonds being offered by this document, and the revenues or source of payment of such obligations
which are issued or incurred prior to May 1, 1993.

No comprehensive assessment has been made of the potential impact of the judgment on the System. The Attorney
General of Texas and the defendants have stated that they will appeal the judgment.

The opinion of Bond Counsel will state that Bond Counsel has considered such litigation in expressing its opinion that
the Bonds are valid and legally binding obligations of the System.

TAX EXEMPTION

In the opinion of Vinson & Elkins L.L.P., Bond Counsel, (i) interest on the Bonds is excludable from gross income
for federal income tax purposes under existing law and (ii) the Bonds are not "private activity bonds" under the Code, and
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interest on the Bonds will not be subject to the alternative minimum tax on individuals and corporations, except as
described below in the discussion regarding the adjusted current earnings adjustment for corporations.

The Code imposes a number of requirements that must be satisfied for interest on state or local obligations, such as
the Bonds, to be excludable from gross income for federal income tax purposes. These requirements include limitations
on the use of bond proceeds and the source of repayment of bonds, limitations on the investment of bond proceeds prior
to expenditure, a requirement that excess arbitrage earned on the investment of bond proceeds be paid periodically to the
United States and a requirement that the issuer file an information report with the Internai Revenue Service. The Board
has covenanted in the Resolution that it will comply with these requirements.

Bond Counsel’s opinion will assume continuing compliance with the covenants of the Resolution pertaining to those
sections of the Code which affect the exclusion from gross income of interest on the Bonds for federal income tax purposes
and, in-addition, will rely on representations by the Board with respect to matters solely within the knowledge of the Board,
which Bond Counsel has not independently verified. If the Board should fail to comply with the covenants in the
Resolution or if the foregoing representations should be determined.to be inaccurate or incomplete, interest on the Bonds
could become taxable from the date of delivery of the Bonds, regardless of the date on which the event causing such
taxability occurs.

The Code also imposes a 20% alternative minimum tax on the “alternative minimum taxable income" of a corporation
(other than any S corporation, regulated investment company, REIT, or REMIC), if the amount of such alternative
minimum tax is greater than the amount of the corporation’s regular income tax. The "Superfund Revenue Act of 1986"
also imposes an additional .12% "environmental tax" on the alternative minimum taxable income of a corporation in excess
of §2,000,000. Generally, for taxable years beginning after 1989, a corporation’s alternative minimum taxable income will
include 75% of the amount by which a corporation’s "adjusted current earnings® exceeds its "alternative minimum taxable
income.” Because interest on tax-exempt obligations, such as the Bonds, is included in a corporation’s "adjusted current
earnings,” ownership of the Bonds could subject a corporation to alternative minimum tax consequences.

Under the Code, taxpayers are required to report on their returns the amount of tax-exempt interest, such as interest
on the Bonds, received or accrued during the year.

Except as stated above, and as stated below in "Tax Accounting Treatment of Original Issue Discount Bonds,” Bond
Counsel will express no opinion as to any federal, state or local tax consequences resulting from the ownership of, receipt
of interest on, or disposition of, the Bonds.

On June 26, 1991, the Tax Simplification Bill of 1991, S. 1394/H.R. 2777, was introduced in the United States House
of Representatives by Ways and Means Committee Chairman Rostenkowski and in the United States Senate by Finance
Committee Chairman Bentsen (together with the ranking minority members of such Committees). If the 1991 Bill is
enacted as currently drafted, for partnership taxable years ending on or after December 31, 1992, certain "large partnerships’
may be required to include in the computation of taxable income at the partnership level tax-exempt interest, such as
interest on the Bonds. Prospective purchasers of the Bonds who may be or become "large partnerships® should consult
their tax advisors regarding the 1991 Bill.

. Prospective purchasers of the Bonds should be aware that the ownership of tax-exempt obligations may result in
collateral federal income tax consequences to financial institutions, life insurance and property and casualty insurance
companies, certain S corporations with Subchapter C earnings and profits, individual recipients of Social Security or
Railroad Retirement benefits and taxpayers who may be deemed to have incurred or continued indebtedness to purchase
or carry tax-exempt obligations. In addition, certain foreign corporations doing business in the United States may be
subject to the "branch profits tax" on their effectively connected earnings and profits, including tax-exempt interest such
as interest on the Bonds. These categories of prospective purchasers should consult their own tax advisors as to the
applicability of these consequences.
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TAX ACCOUNTING TREATMENT OF
ORIGINAL ISSUE DISCOUNT BONDS

The initial offering price for certain of the Bonds may be less than the principal amount thereof (the "Original [ssue
Discount Bonds"). In such case, Bond Counsel, under existing law and based upon the assumptions hereinafter stated, will
render an opinion to the effect that:

(a) The difference between (i) the amount payable at the maturity of each Original Issue Discount Bond, and (ii) the
initial offering price to the public of such Original Issue Discount Bond constitutes original issue discount with respect
to such Original Issue Discount Bond in the hands of any owner who has purchased such Original Issue Discount Bond
in the initial public offering of the Bonds; and

(b) 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 allocable to the period that such Original Issue Discount Bond continues to be owned by such owner.

In the event of the redemption, sale or other taxable disposition of such Original Issue Discount Bond prior to stated
maturity, however, the amount realized by such owner in excess of the basis of such Original Issue Discount Bond in the
hands of such owner (adjusted upward by the portion of the original issue discount allocable to the period for which such
Original Issve Discount Bond was held by such initial owner) is includable in gross income. (Because original issue
discount is treated as interest for federal income tax purposes, the discussion regarding interest on the Bonds under the
caption "Tax Exemption" generally applies, except as otherwise provided below, to original issue discount on an Original
Issue Discount Bond heid by an owner who purchased such Bond at the initial offering price in the initial public offering
of the Bonds, and should be considered in connection with the discussion in this portion of the Official Statement.)

In rendering the foregoing opinion, Bond Counsel will assume, in reliance upon certain representations of the
Underwriter, that (a) the Underwriter has purchased the Bonds for contemporaneous sale to the public and (b) all of the
Original Issue Discount Bonds have been initially offered, and a substantial amount of each maturity thereof has been sold,
to the general public in arm’s-length transactions for a price (and with no other consideration being included) not more
than the initial offering prices thereof stated on the cover page of this Official Statement. Neither the Board nor Bond
Counsel warrants that the Original Issue Discount Bonds will be offered and sold in accordance with such assumptions.
Certain of the representations of the Underwriter, upon which Bond Counsel will rely in rendering the foregoing opinion,
will be based upon records or facts the Underwriter had no reason to believe were not correct.

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 the basis for each accrual period is equal to (a) the sum of the issue price and the amount of original issue discount
accrued in prior periods multiplied by the yield to stated maturity (determined on the basis of compounding at the close
of each accrual period and properly adjusted for the length of the accrual period) less (b) the amounts payable as current
interest during such accrual period on such Bond.

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

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

RATINGS

Moody’s Investors Service has assigned a rating of Aal to the Bonds. Fitch Investors Service, and Standard & Poor’s
Corporation have each assigned ratings of AA+ 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 any of such ratings may have an adverse effect on the market price of the Bonds.

OTHER MATTERS

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

At the time of payment for and delivery of the Bonds, the Purchaser will be furnished a certificate, executed by proper
officers, acting in their official capacity, to the effect that to the best of their knowledge and belief: (a) the descriptions
and statements of or pertaining to the System contained in its Official Statement, and any addendum, supplement or
amendment thereto, on the date of such Official Statement, on the date of sale of said Bonds and the acceptance of the
best bid therefor, and on the date of the delivery, were and are true and correct in all material respects; (b) insofar as the
Board and its affairs, including its financial affairs, are concerned, such Official Statement did not and does not contain
an untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make
the statements therein, in the light of the circumstances under which they were made, not misleading; (c) insofar as the
descriptions and statements, including financial data, of or pertaining to entities, other than the System, and their activities
contained in such Official Statement are concerned, such statements and data have been obtained from sources which the
Board believes to be reliable and the Board has no reason to believe that they are untrue in any material respect; and (d)
there has been no material adverse change in the financial condition of the System since the date of the last audited
financial statements of the System.
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The Resolution authorizing the issuance of the Bonds will also approve the form and content of this Official
- Statement, and any addendum, supplement or amendment thereto, and authorize its further use in the reoffering of the
Bonds by the Purchaser.

Acting Executive Vice Chancellor for Asset
Management, The University of Texas System
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APPENDIX A
THE UNIVERSITY OF TEXAS SYSTEM
History, Administration, Sources of Funding

The University of Texas System commenced in 1883 with the opening of The University of Texas at Austin. Today,
the System is one of the largest educational organizations in the United States and through its component institutions
provides instruction, research and public service throughout the State. Effective September 1, 1989, Pan American
University and Pan American University at Brownsville became part of The University of Texas System as authorized by
the Texas Legislature in 1989. Effective September 1, 1991, the State Legislature designated Pan American University at
Brownsville as a separate institution to be renamed the University of Texas at Brownsville and such institution would
represent a separate institution in the University System.

The Board consists of nine regents who serve without pay. Members are appointed by the Governor and confirmed
by the State Senate to staggered six-year terms. Administration of the System conforms to that of leading American
universities. The System is headquartered in Austin, Texas, and is supported by State appropriations, private gifts and
endowments, federal appropriations and grants, student tuitions and fees, the Interest of the University in the Available

University Fund and miscellaneous sources. The percentage division of these fund sources used for the fiscal year ended
August 31, 1991 is as follows:

Sources of Revenues
Tuition and Fees

................................................................ 7.45%
State ApPropriations ... ... ...ttt i i ittt e “.4H
Gifts, Grants and COMIIaCES . .. ... .i vttt ettt teennenoneenenoereooeesonennnsoneonnnns 3.76
Available University Fund Income . ... ... i ittt ittt iieeenanernnennns 334
Sales and SerVICES . ... ittt i it it ittt e ettt ettt e e 27.14
Professional Fees ... ..ttt it ittt e e e et e, 10.15
Other Interest INCOME . .. ... . ittt ittt ittt ernnenneenneeronesenoesaneenneennns 2.18
O her SOUICES ...t vvv ittt ianstetionaoenonosesoosssnsaessnsssasonsosoneennnsnn _1.54
100%

Institutional Enrollment

The 1991 fall student enrollments at the teaching institutions of the System are as shown below:
UT Aflington ... ..ot i it e i ittt aa s e e 25,135
L0 g U N T 7 49,961
L0 D 2 3 (01" T3 11 1,457
UT.Dallas ........... et a et e 8,977
L8 A = 7.7« T O 16,380
UT. Pan AMEIICam ...ttt ittt it ettt enonneeaeseereenannsoeessosonssnecaannnannaeees 12,482
U.T. Permian Basil .. ....vititnetetit ittt neenensensnesneenenseneneenennnen 2,108
UT.San Antonio ................ ettt ettt e e 15,759
L 0 U 1 (- 3,788
U.T. Southwestern Medical Centerat Dallas ...........c.oiitieurennrrcnanroonnnonnnns 1,595
U.T. Medical Branch at Galveston ...........0titieeneennreoestronnsorortosstnessonnss 2,586
U.T. Health Science Center at HOUSION ... ... ...ttt irrrnionrceosaanansnns 3,125
U.T. Health Science Center at San ARONIO .. ... ..o ivr i ineeniorironrrnronneennensss 2,546

Total .......cciiiiiiiiiiiie U 146,349
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Discussion of General Academic Institutions

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

The University of Texas at Austin, established in 1881, is the oldest and largest component of the University System.
A major public research university, its programs are nationally ranked in quality and its research facilities are among the
most extensive in the nation. The University of Texas at Austin library resources rank sixth among academic libraries in
the United States. Serving approximately 50,000 students, the institution offers 271 degree programs in all major academic
areas other than agriculture. An outstanding faculty lists among its ranks winners of the Nobel Prize and Pulitzer Prize,
as well as more than 1,000 endowed positions.

The University of Texas at Brownsville became a member of the University System as an upper-level center of The
University of Texas - Pan American on September 1, 1989. As of September 1, 1991, the Legislature designated it as a
separate institution of the System, adopted a name change, and endorsed a partnership with Texas Southmost College
whereby students will be able to pursue at The University of Texas at Brownsville either four-year courses of study for
baccalaureate programs or associate certificate, and graduate programs. Programs for a combined enroliment of more than
7,000 students will be conducted entirely in facilities leased from the Texas Southmost College District. The institution
will offer programs through the colleges of Liberal Arts and Science and Mathematics and the schools of Business and
Industry, Education, and Health Sciences. A cooperative doctoral program in Educational Administration is offered with
the University of Houston.

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

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

The University of Texas-Pan American joined the University System as of September 1, 1989. Founded in 1927 as a
community college, it became Pan American University in 1971. The institution offers baccalaureate degrees in some 50
fields including Business, Arts and Sciences, and Education, as well as masters degrees in 20 fields. A baccalaureate
program in Engineering is now under development along with additional masters programs and doctoral programs. The
institution draws most of its students from the immediate region and has the largest enrollment of Hispanic students in
the nation.

The University of Texas of the Permian Basin in Odessa was created in 1969 and effective September 1, 1991, the
institution became a four year University by action of the State Legislature, and offers programs in the Arts and Sciences,
Business Administration and Education. It also offers a Master of Arts in Psychology. Innovative classroom and laboratory
techniques are emphasized, especially seif-paced instruction, experimental learning and open laboratory and art areas.
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Students also benefit from work-study programs in media, education, research laboratories and field work for major oil
companies. :

The University of Texas at San Antonio was authorized by the State Legislature in 1969. The institution is committed
to a multidisciplinary philosophy to encourage interchange among the disciplines as demonstrated by its organization into
15 divisions, rather than departments, in the Colleges of Business, Fine Arts and Humanities, Social and Behavioral
Sciences and Engineering. The University of Texas Institute of Texas Cultures at San Antonio, founded as a world’s fair
exhibit for HemisFair 1968, has grown 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 vigneties on Texas history, has been expanded to a teaching laboratory with trained volunteers and staff
members providing living history demonstrations of folk customs and crafts. The production staff serves museums across
the State with design, photography and exhibit fabrication.

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

Discussion of Health Institutions

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

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

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

The University of Texas Health Science Center at San Antonio includes the Medical School, Dental School, Graduate
School of Biomedical Sciences, School of Nursing, and the School of Allied Health Sciences. Authorized by the State
Legislature in 1959, the Medical School opened in 1968. Annual enrollment in academic programs of The University of
Texas Health Science Center at San Antonio is approximately 2,500. The center also provides continuing education for
about 12,000 health professionals annually.
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University of Texas M.D. Anderson Cancer Center is internationally renowned as one of the world’s premier centers for
cancer patient care, research, education and prevention. The University of Texas M.D. Anderson Cancer Center is
composed of The University of Texas M.D. Anderson Hospital and The University of Texas M.D. Anderson Tumor
Institute, both located in Houston, and The University of Texas M.D. Anderson Science Park in Bastrop County, Texas.
Since The University of Texas M.D. Anderson Cancer Center first opened in 1944, more than 230,000 cancer patients have
received the highest caliber care from the institution’s team of health professionals. In fiscal year 1990, the cancer center
had 490 hospital beds in operation and averaged 1,847 outpatient visits per day.

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

[THE REMAINDER OF THIS PAGE WAS INTENTIONALLY LEFT BLANK]
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APPENDIX B

PERMANENT UNIVERSITY PUND RECEIPTS
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6,493,200,
3,064,000,
10,497,500.
4,467,550,
1,437,500.
8,162,200.
15.133,000.
25,094,000.
1%,803,500.
12,223,500

3,990,755.
3,719,545
7.233,410.

48

20
00

.00

40

00

70
24
43

.66

00

.00

00
00
00
00
00
00
00
00
00
00
00
00

.00
23,305,189 .7:

72

90

21

Galns and (Losses)

on Sales of Securitles

Bonds

Equitles

- s

22,905.96

He.58u0.1
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Filacal
Year

1959-60
1960-61
1961-62
1962-63
1963-64
1964-65
1965-66
1966-617
1967-68
1968-69

'1969-70

1970-71
1971-172
1972-73
1973-T4
1974-75
1975-76
1976-77
1977-178
1978-79
1979-80
1980-81
19481-82
1982-83
1983-84
1984-85
1985-86
1986-87
1987-88
1988-89
1989-90
1990-91

TOTALS

-

3

(
(
(
(

]

Total

$ 18,775,306.98
17.015,510.65
18,900,292.62
17,.555.883.36
19,604,162.17
28,761,935.78
27.359,222.09
17,077.814.26
22,700,588.69
23,112,761.8%
26,398,948.64
26,671,948.49
35,726,042.43
38,779.680.45
44,929,034.75
67,487,859.30
72.826,764.79
91,472,199.23
97,250,391.42
90,497,386.44
122,649,526.92
262,882,837.58
206,393,579.27
176.874,953.43
179,902,223.07
234,353,207.78
288,651,796.17
314,013,997.58
162,578,213.06
212,273,613.38
140,687,878.53
91,400,742.89

011, Gaa
and Sulphur
Royalties

15,557,180.13
14,754,716.31
15.695,999.25
14,776,924.23
14,573.731.80
16,129,182.21
15,277.898.15
15.547,261.19
16,513,544.80
16.638,054.98
16,410,890.13
18,388,315.30
19,518,331.83
18,966,510.58
31,541,164.69
58,512,448.78
70,123,015.98
76.597.812.70
76,845,154.01
76,636,939.08
119,356,296 .50
160,284 ,565.95
178,286,242.90
154,701,532.17
145,186,363.81
135,421,797.10
109,510,168.89
73.147,583.10
75.431,806.57%
67,236,036.4Y
71.539,477.03
85,049 ,436.13

2,157,202,110.62

) Conslsls Of water royaliles, lcase rentals sand brine

) Conslsts ol o}l and gus rentals and sulphur lease rentals,
) 1985 and subsequent ycars conslsls of sale of sand,

) Inciudes $57,738.17 profit on sale of bouds amd $12,632,427.80 adJustment for certaln bond exchanges of prior years whlch dld nol meel the cpelierln

PERMANENT UNIVERSITY FUND RECEIPTS
(Continued)

Water
Royaltics

and Rentals (1)

$ 97,561.00
106,4948.80
125,886.29
114,125.92
120,977.01
119,386.54
113,894.95
123,401.52
124,982.69
135,085.98
156 ,466.78
172,840.88
154,054.53
164,131.00
296,926 .42
204%,565.31

t242,133.42
251,654.71
295,196.04
280,463.43
436,345.90
393.,453.13
430,941.66
483,778.37
855,112.73
612,809.76
791,815.98
635,417.51
713,387.71
1,126,926.76
1,095,340.40
1,078,680.17

il?lﬁhllﬁﬁl.ﬁl

Hentals on

Mineral llonuses on
Leases (2) Misc. (3) Mineral Leases
243,607.98 3 5,566.00 $ 2,824.337.99
181,638.76 -—-- 1,851,856.7%
178,688.79 ——— 2,896,919.56
172.563.90 ———- 2,239,940.28
188,55%1.90 ———— 4,709,007.32
218,234.93 -———- 12,295,111.25
257.858.5% 427.00 11,709,055.47
281,032.49 1,523.00 930,920.26
231,845.79 -——— 5,409,497.31
319,026.86 45,443.00 4,133,164.45
305,394.23 4,616.00 1,966,392.11
276,364.31 —_——— 1,838,207.68
342,590.50 57,630.00 5,055,030.81
W45 ,247.23 18,308.00 7.066,026.34
446,989.25 --—= 12.542,068.58
690,281.42 -——— 8,265,982 .40
599,275.12 -— 15,379,248.23
1,116,030.39 78,484 .43 13,862,279.02
1,401,703.95 97,311.79 18,573,336.16
2,343,377.90 26,639.10 10,817,523.317
2.550,236.82 45,516.93 252,798.50
2,954,156.56 42,656.19 98,282,136.49
2,558,661.21 103,508.94 20,221,156.06
1.997.907.63 27.636.90 Th2,381.60
2,314,846.80 15,886.00 7.253,984.34
1,736,478.11 23.,794.75 244,093.06
822,774.96 38,870.30 6,171,721.86
497,730.87 5.919.90 6,984,753.24
592,239.82 24,721.26 3.567,966.96
869,198.15% 35,330.25 2,554 ,807.73
883,053.3% 43,723.80 4,913,077.5%0
172,629 .46 24,460.75 2,383,107.90

royalLies.

eslablished by Lhe Stalte Audltor for Lrabsacltlons Lo be classed us cexchanges.

*}2|22M|8‘Z.M0 i2|1l8|122.62

$459 458,416 .24

Galns and (lL.osses)

on dales of

Sccuritics

Bonds Kquitles
s o s 47,053.88
72,452.97% 48,353.10
2,798.73 =
227.329.04 25,000.00
11,894 .14 -——-
20.8% -—=-
87.97 --==
13,784.25 179,891.55
5.34 420,712.76
9,949 .42 1,832,037.16
T.454.22 7.547.735.17
965,437.62 5.030,782.70
(25,860.30) 10,624,265.06
(8,168,562.13) 20,288,019.43
27.323.70 74,562.11
24,912.79 (210, $31.40)
(12,.574,68Y.63)(4) (942,218.33)
7.588.92 (441,650.94)
24,575.56 13,113.91
62.420.28 130,023.28
58,756 .28 (50,424.01)
(342,583.31) 1,268,452 .57
(1,037.,955.8%) 5. 831,024,135
1,834,080.92 17,087,6735.84
1,144,757, 33 23.141,272.06
(10,501.5%9) 96, 524 ,736.59
(L3,846,382.79) 185,162,826.97
4,570,190. 3% 28,172,402.61
(15,049,888.50) 97.297.979.248
(79,50%.18) 140,%30,819.18
(719,878 .80) 62,9733,085.25
(1,628,744 .8Y) 9,721, 274.37
$(50, 3495 826. 38) $912, 941 ,017.64

Beglnning 1989 lanciudes briage lease renluals.
Prior Lo 1989 1ncludes brine lease renltals.
gravel and olher salerlals.




APPENDIX B
HISTORICAL BOOK VALUE OF PERMANENT UNIVERSITY FUND INVESTMENTS
(1971-1991)

q4 30 d

¥8T

¢-d

u.s.
Plscal Year Tolal U.s. Government Forelgn

Ending Invesiments Governsent Agencles Government Corporale KEquity Cash and

Aug. 31 and Cash Obligations (Non-Guaranteed) Obligations Bonds (1) Securities (2) EquivalenlL
1971 $ 594,849,017.56 $128,784,611.54 -—— -——- $234,360,279.62 $ 215,470,381.85 16,233,744.55
1972 630,575,059.99 145,803,494.06 -———- -—— 233,763,862.43 247,398,863.18 3,608,840.32
1973 669,354,740 .44 135, 784,462.77 ———— ——— 243,453,994.14 258,638,644 .09 31,517,639 .44
1974 714,283,775.19 155,858,761.16 1,000,000.00 - 2417,562,656.25 269,522,514.24 40,339,843.54
1975 781,771,638.49 208,918,986.48 1,000,000.00 -—— 279,571,990.53 270,865,293.16 21,415,364 .32
1976 854,598,399.28 242,294,930.84 1,000,000.00 ——— 281,548,560.00 298,5213,549.51 31,231,358.93
1977 .946,070,598.51 261,884,549.50 1,000,000.00 -—— 292,352,324 .42 344,731,989.40 46,101,735.19
19178 1,043,320,989.93 316,232,681.45 1,000,000.00 ——— 297,913,283.48 373,021,437.97 55,153,587.03
1979 1,133,818,376.37 341,448,555.99 17,788,975.10 -—-= 326,340,718.66 396,179,645.31 52,060,481.31
1980 1,256,467,903.29 371,023,095.87 16,152,581.02 ———— 388,186,877.79 434,713,755.41 56,391,593.20
1981 1,519,350,740.87 444,816,629.10 23,535,097.70 ——— 475,321,514.50 425,512,468.12 150,165,031 .45
1982 1.735,T44,320.14 510,405,770.15 38,111,205.74 -——= 568,225,859.09 500, 389,055.57 108,612,429.59
1983 1,902,619,273.57 589,721,845.11 32,089,505.36 -——— 630,357,639.27 579.748,768.95 70,701,514 .88
1984 2,082,521,496.64 619,104 ,344.19 18,083,085.29 —— 668,456,133.78 701,217,910.14 75.660,023.24
1985 2,316,874,704. .42 579,011,221.29 25,515,038.20 -—— 706,713,287.03 626,924,264 .80 478,710,893.10
1986 2,605,526,500.59 605,012,041.77 53,762,857.04 —_——— 694,416,298.95 767,028,384 .58 485,306,918.29
1987 2,919,540,498.17 503,934,290.97 '176,478,682.40 -—— 688,050,.905.79 864,579,822.01 686,496,797.00
1948 3,082,118,711.23 471,684,659.47 284,347,623.00 -——— 712,645,527.40 997,439,894.95 016,001,006 .41
1989 3.294,392,324.6) 624,382,653.79 316,207,653.00 -—— 735.211,572.16 1,150,00%5,562.00 4ol ,584,883.66
1990 3,435,080,203.14 564,158,126.76 313,131,768.72 2.,000,000.00 1748,962,694.89 1,180,358,091.37 626,469,521.40
1991 3,526,480,946.03 643,177.508.59 331.608,491.17 19,433,108.75 B46,531,726.34 925,632,834.02 760,097,277.16

(1) 1971 and 1979 and subsequent years fnclude Preferred SLOCKS. '

(2)

Includes Convertible Debentures, Convertible Preferred Stocks, Paritnerships and Common Stocks.




APPENDIX B
HISTORICAL MARKET VALUE OF
PERMANENT UNIVERSITY FUND INVESTMENTS
(1958-1991)

Fiscal Year Market
Ending Aug. 31 Value
1958 $ 283,642,585.96
1959 300,619,318.71
1960 336,685,252.84
1961 363,319,703.48
1962 374,325,438, 44
1963 410,157,219.63
1964 435,930,449.88
1965 467,016,457.82
1966 438,550,617.34
1967 485,074,088.149
1968 515,056,095.95
1969 494,350,751.87
1970 468,518,819.95
1971 564,491,493.21
1972 633,752,043.29
1973 617,918,754.39
1974 527,782,500.53
1975 670,731,301.24
1976 835,071,286.00
1977 919,814,401.79
1978 1,008,404,752.47
1979 1,094,333,795.89
1980 1,150,403,913.73
1981 1,293,316,410.28
1982 1,615,383,488.74
1983 2,011,544,826.08
1984 2,150,403,445.10
1985 2,556,286,338.84
1986 3,112,081,335.16
1987 3,395,190,360.82
1988 3,227,421,237.07
1989 3,740,390,017.25
1990 3,541,314,858.55
1991 3,921,627,069.29
B-3
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APPENDIX C

COMBINED DEBT SERVICE REQUIREMENTS
OUTSTANDING PUF BONDS AND THE BONDS
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FISCAL YEAR
ENDING
AUGUST 31

1991
1992
1993
19%4
1998
1996
1997
1998
1999
2000
2001
2002
2003
2004
2008
2006
2007
2008
2009
2010
2011

APPENDIX C

COMBINED DEBT SERVICE REQUIREMENTS
OUTSTANDING PUF BONDS AND THE BONDS

SERIES DEBT SERVICE TOTAL
1988, 1988, 1991 AND 1992A ON THE DEBT
DEBT SERVICE (1) BONDS (1) SERVICE

(1) Assumed interest rate of 7% used for purposes of illustration.
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SCHEDULE OF OUTSTANDING INDEBTEDNESS
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APPENDIX D

THE UNIVERSITY OF TEXAS SYSTEM
SCHEDULE OF OUTSTANDING INDEBTEDNESS (1)

Original
Amount Issued Qutstanding

The University of Texas at Austin Building Revenue Refunding Bonds,

Series 1986(2) . ovvviiii it i i e it i e e $ 36,410,000 § 29,835,000
The University of Texas System General Tuition Revenue Refunding Bonds,

Series 1986(3) ..o ittt i i e i e 85,365,000 66,330,000
Board of Regents of The University of Texas System Revenue Financing _

System Refunding Bonds, Series 1991A, 1991B and 1991C(3) ... ..... 282,725,000 282,725,000
M. D. Anderson Hospital and Tumor Institute at Houston Endowment and

Hospital Revenue Bonds, Series 1972 and 1976(3) ......... e 18,500,000 7,160,000

Hospital Revenue Bonds, Subordinate Lien, Series 1976(3) ......... 4,770,000 2,730,000
Board of Regents of Pan American University Tuition Revenue Refunding ‘

Bonds, Series 1986(3) ... ...ttt it it i i ~ 7,625,000 6,470,000
(1) Does not include the PUF Bonds or Subordinate Lien Notes or lease purchase payables in various amounts

totaling $8,042,878 as of August 31, 1991.

() Payable from Available University Fund surplus on a junior and subordinate basis to PUF Bonds and
Subordinate Lien Notes.

3) Not payable from Available University Fund.

D-1
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FORM OF BOND COUNSEL OPINION
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VINSON & ELKINS L.L.P
ATTORNEYS AT LAW

FIRST CITY CENTRE 3700 TRAMMELL CROW CENTER
2001 ROSS AVENUE

3300 FIRST CITY TOWER
1004 FANNIN

HOUSTON, TEXAS 77002-8780 816 CONGRESS AVENUE DALLAS,TEXAS 7520!-2916
TELEPHONE(713)758-2222 TELEX 762148 AUSTIN, TEXAS 7870]_2496' TELEPHONE(214'220-7700
FAX(713)758-2348 FAX (214)220-7716
TELEPHONE(512)495-8400
THE WILLARD OFFICE BUILDING FAX(512)495-8612 47 CHARLES ST..BERKELEY SOUARE
{455 PENNSYLVANIA AVE., N.W. ‘ LONDON WiX 7PB, ENGLAND
WASHINGTON, D.C. 20004-1007 TELEPHONE Oll 44 7{ 491-7236
TELEPHONE(202)639-6500 TELEX 89680 , 1992 FAX OIl 44 71 499-5320

FAX(202)639-8604 - CABLE VINELKINS LONDON W1-TELEX 24140

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND BONDS
SERIES 1992B, DATED , 1992,
IN THE AGGREGATE PRINCIPAL AMOUNT OF $

WE HAVE ACTED AS BOND COUNSEL to the Board of Regents of The
University of Texas System (the "Board") in connection with the
issuance by the Board of the bonds described above (the "Bonds").
The Bonds are issuable only as fully registered bonds in the
denomination of $5,000 principal amount or any integral multiple
thereof. The Bonds bear interest from 1, 1992 until maturity
or prior redemption, payable on July 1, 1992 and on each January 1
and July 1 thereafter until maturity or prior redemption, at the
respective rates of interest per annum and maturing on the dates
and in the respective amounts set forth below:

Due Principal Interest
July 1 Amount ‘ Rate

1993 $
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

0P 00 OF IR O° 0P O O 00 0 O oW O 0P P 0P o P oW o o
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THE BONDS ARE BEING ISSUED pursuant to a resolution adopted
by the Board on February 13, 1992 (the "Bond Resolution"), for the
purposes of refunding certain outstanding obligations of the Board
and paying the "Project Costs" of certain "Eligible Projects" (as
such quoted terms are defined in the Bond Resolution). The Bonds
are secured equally and ratably, together with other outstanding
obligations of the Board issued on a parity with the Bonds, by a
first lien on and pledge of the "Interest of the System"” in the
"Available University Fund" (as such quoted terms are defined in
the Bond Resolution). The Board has reserved the right to issue
other obligations on a parity with the Bonds and the other bonds
secured equally and ratably therewith, and to amend the Bond
Resolution with the approval of the owners of 51% of the
outstanding principal amount of all bonds and notes of the Board
that are secured by and payable from a first lien on and pledge of
the Interest of the System in the Available University Fund.

THE SCOPE OF OUR ENGAGEMENT AS BOND COUNSEL extends solely to
an examination of the facts and law incident to rendering an
opinion with respect to the legality and validity of the Bonds and
the security therefor under the Constitution and laws of the State
of Texas, and with respect to the excludability of interest on the
Bonds from gross income of the holders thereof for federal income
tax purposes. We have not been requested to investigate or verify,
and have not investigated or verified, any records, data or other
material relating to the financial condition or capabilities of The
University of Texas System or the "Permanent University Fund" (as
defined in the Bond Resolution) or the Available University Fund,
and we have not assumed any responsibility with respect to the
disclosure thereof in connection with the sale of the Bonds. Our
role in connection with the Board's Official Statement prepared for
use in connection with the sale of the Bonds has been limited as
described therein.

IN OUR CAPACITY AS BOND COUNSEL, we have examined applicable
provisions of the Constitution and laws of the State of Texas and
a transcript of certain materials pertaining to the Bonds and the
obligations being refunded, on which we have relied in giving our
opinion. The transcript contains certified copies of certain
proceedings of the Board; customary certificates, affidavits and
other documents executed by officers, agents and representatives
of the Board, the State of Texas and others; and other certified
showings related to the authorization and issuance of the Bonds.
We have also examined fully executed Bond No. R-1.

BASED ON SAID EXAMINATION, IT IS OUR OPINION THAT:
(a) The Board is the governing body of The University of

Texas System, a duly created and existing agency of the State of
Texas, and has full power and authority to issue the Bonds and to
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adopt the Bond Resolution and perform its obligations thereunder.

(b) The Board has duly adopted the Bond Resolution, which
resolution duly authorizes the issuance, sale, execution and
delivery of the Bonds. Authorized representatives of the Board
have duly executed the Bonds, and the Bonds have been duly
registered and delivered to the initial purchasers thereof. The
Bonds constitute legal, valid and binding limited obligations of
the Board secured, along with certain other obligations of the
Board, by a first lien on and pledge of the Interest of the System
in the Available University Fund; provided, however, that the
enforceability of certain provisions of the Bonds and the Bond
Resolution may be limited by bankruptcy, insolvency,
reorganization, moratorium and other laws for the relief of debtors
and by general principles of equity that permit the exercise of
judicial discretion. The form and execution of executed Bond No.
R-1 are regular and proper.

(c) The Bonds are issued and delivered pursuant to and in
accordance with the Bond Resolution and the Constitution and laws
of the State of Texas, particularly article VII, section 18 of the
Texas Constitution, section 65.46, Texas Education Code, and
articles 717k and 717q, Texas Revised Civil Statutes Annotated,
all as amended. The Bonds are not general obligations of the Board
but are special, limited obligations payable solely from revenues,
funds and assets pledged under the Bond Resolution and not from any
other revenues, funds or assets of the Board. The Bonds are not
and do not create or constitute in any way an obligation, a debt
or a liability of the State of Texas or create or constitute a
pledge, giving or lending of the faith or credit or taxing power
of the State of Texas.

In expressing such opinions we have considered 1litigation
originally styled League of United Latin American Citizens (LULAC),
et al. v. Ann Richards, et al., Cause No. 12-87-5242-A, filed in
the 107th District Court, Cameron County, Texas, challenging the
constitutionality of the higher education system of the State of
Texas. In our opinion, such litigation does not affect the
validity of the Bonds or modify the rights of the Bondholders to
payment from the Interest of the System in the Available University
Fund. Reference is made to the Official Statement for a more
complete description o