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

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

April 14, 1988

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

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

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

Yellow paper - emergency items distributed at the
meeting.

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

Date: Thursday, April 14, 1988
Time: 11:00 a.m. Convene in Open Session for the sole
purpose of recessing to Executive
Session
1:30 p.m. Reconvene in Open Session to continue
“until completion of business
Place: Caduceus Room, 6th Floor, Administration Building
(Open Session) and Executive Conference Room
(Executive Session)
A, CALL TO ORDER
B. RECESS TO EXECUTIVE SESSION
The Board will convene in Executive Session pursuant
to Vernon's Texas Civil Statutes, Article 6252-17,
Sections 2(e), (f) and (g) to consider those matters
set out on Page Ex.S =~ 1 of the Material Supporting
the Agenda.
C. RECONVENE IN OPEN SESSION
D. WELCOME BY PRESIDENT JAMES
E. APPROVAL OF MINUTES OF REGULAR MEETING HELD FEB-
RUARY 11, 1988
F. SPECIAL ITEM

U. T. Board of Regents: Recommendation to (a) Adopt Reso-
lution Authorizing Issuance and Sale of Board of Regents

of The University of Texas System Permanent University Fund
Refunding Bonds, Series 1988, in the Amount of $100,000,000,

(b) Designate Payving Agent/Registrar, and (c) Ratify Con-
tract for Printing of Bonds and Official Statement.--

RECOMMENDATION

The Qffice of the Chancellor recommends that the U. T.
Board of Regents:

a. Adopt the Resolution (Pages B of R 3 - 38)
authorizing the issuance and sale of Board
of Regents of The University of Texas System
Permanent University Fund Refunding Bonds,
Series 1988, in the amount of $100,000,000

b. Designate a Paying Agent/Registrar

C. Ratify a contract approved by the Executive
Vice Chancellor for Asset Management for the
printing of the bonds and the Official State-
ment.
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Bids for the bonds, the Paying Agent/Registrar, and the
printing of the bonds and Official Statement will be
available for approval at the meeting.

BACKGROUND INFORMATION

Pursuant to authorization by the Board at its February 1988
meeting, bids for Board of Regents of The University of
Texas System Permanent University Fund Refunding Bonds,
Series 1988, in the amount of $100,000,000, will be opened
in Claudia Taylor Johnson Hall at 10:30 a.m., C.S.T.,
Wednesday, April 13, 1988. The actions recommended above
will complete the sale of these bonds.

Bof R =2



SUPPLEMENTAL MATERIAL

SPECIAL ITEM

April 14, 1988

U. T. Board of Regents: (a) Adopt Resolution Authorizing
Issuance _and Sale of Board of Regents of The University

of Texas System Permanent University Fund Refunding Bonds,
Series 1988, in the Amount of $100,000,000, (b) Designation
of Paying Agent/Registrar, (c) Ratificiation of Contract
for Printing of Bonds and Official Statement, and (d)
Approval of Disclosure Counsel.

RECOMMENDATION

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

a. Approve the sale of bonds to Marine Midland Bank, N.A.
with an 6.792343% net effective interest rate;

b. Approve MTrust Austin, N.A., Austin, Texas as Paying
Agent/Registrar;

c. Approve the selection of Pandick Dallas, Dallas, Texas
for printing of the Bonds and the Official Statement;
and

d. Approve the selection of Hutchison Price Boyle & Brooks,
Dallas, Texas, as Disclosure Counsel.

BACKGROUND INFORMATION

Five bids were received for the sale of the bonds. The range
of the net effective interest rate was 6.792343% to 6.9074%.
Marine Midland Bank, N.A. had the lowest net effective
interest rate of 6.792343%.

Three bids were received for Paying Agent/Registrar for the
bonds. MTrust Austin, N.A., Austin, Texas was the lowest
bidder with a bid to pay the Board of Regents a lump sum of
$100.

Two bids were received for printing of the Bonds and the
Official Statement. Based on the specifications that
accompanied the bid form, Pandick Dallas, Dallas, Texas was
the lowest bidder at $5,800.

The selection of a Disclosure Counsel for the Bonds is
recommended upon the advice of Vinson & Elkins, bond counsel.
Since the Board's last competitive bond sale in August 1985,
disclosure standards for municipal bonds have increased
substantially. The use of a financial advisor, law firm or
other third party to review the adequacy of disclosure in an
issuer's official statement is now expected by most
institutional purchasers. Hutchison Price Boyle & Brooks was
selected by the Office of Asset Management because they have
performed this function as underwriter's counsel on previous
PUF bond issues and were best able to complete the due
diligence process by the April 1 official statement mailing
date.

B of R - 2a



$100,000,000
BOARD OF REGENTS COF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BONDS, SERIES 1988
Bids Received
2pril 13, 1988, 10:30 A.M., C.D.T.

Net
Gross Net Effective
Interest Less Interest Interest
BONDS Cost Premium Cost Rate

Marine Midland Bank $51,697,125.00 ($7,395.00) $51,689,730.00 6.792343%
N.A.

Prudential-Bache 51,844,937.50 (28,425.00) 51,816,512,50 6.8090
Securities, Inc. '

Shearson Lehman 52,038,687.50 -0- 52,038,687.50 6.838198
Hutton, Inc.

J. P. Morgan 52,005,063.00 (15,235.00) 51,98%,827.00 6.83178
Securities, Inc.

BT Securities 52,576,172.00 (10,500.00) 52,565,672.00 6.9074
Corporation

PAYING AGENT/REGISTRAR

Will Pay BOR Will Charge BOR
MTrust Corp, N.A., Austin $100.00 one time
Iurp sum
Texas Commerce Bank, N.A.,
Houston $13,750.00
First Interstate Bank of
Texas, N.A., Houston $13,300.00

PRINTING - Official Statement and Bonds

_Charge
Pandick Dallas ' $5,800.00
Bowne of Dallas, Inc. 9,880.00
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Draft of 3/15/88

RESOQLUTION

authorizing the issuance, sale and delivery of

Board of Regents
of

The University of Texas System

Permanent University Fund Refunding Bonds

Series 1988

and approving and authorizing instruments and procedures

relating thereto
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RESCLUTION AUTHORIZING THE ISSUANCE, SALE AND DELIVERY
OF BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BONDS, SERIES 1988,
AND APPROVING AND AUTHORIZING INSTRUMENTS AND PROCEDURES

RELATING THERETO

WHEREAS, article VII, section 18 of the Texas Constitu=-
tion, as amended, authorizes the Board of Regents (the
"Board") of The University of Texas System (the "System") 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 established by article VII,
section 11 of the Texas Constitution {(the "Permanent Univer-
sity Fund"), 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 con-
sisting of the dividends, interest and other income from the
Permanent University Fund (less administrative expenses)
including the income attributable to the surface of Perma-
nent University Fund land (the "Available University Fund")
to secure the payment of the principal and interest of those
bonds and notes, for the purpose of acquiring land, con-
structing and equipping buildings or other permanent im-
provements, major repair and rehabilitation of buildings and
other permanent improvements, acquiring capital egquipment
and library books and library materials, and refunding bonds
or notes issued under such section or prioer law, at or for
the System administration and compenent institutions of the
System; and

WHEREAS, the Board heretofore has authorized, issued,
and delivered, pursuant to such constitutional provision,
its Permanent University Fund Variable Rate Notes, Series A
dated October 15, 1985 (the "Refunded Notes"), which are now
outstanding in the aggregate principal amount of
$100, 000,000, and which, along with certain other outstand-
ing obligaticns of the Board, are secured by a pledge of the
Board's two-thirds interest in the Available University
Fund; and

WHEREAS, the Becard has determined to issue its obliga-
tions in the aggregate principal amount of $100,000,000 for
the purpose of refunding the Refunded Notes, pursuant to
article VII, section 18 of the Texas Constitution, Texas
Revised Civil Statutes Annotated articles 717k, 7179 and
other applicable laws; NOW, THEREFORE
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BE IT RESOLVED BY THE BOARD OF REGENTS OF THE UNIVER-
SITY OF TEXAS SYSTEM THAT:

ARTICLE I
DEFINITIONS, INTERPRETATION AND FINDINGS

Secticon 1.01. DEFINITIONS. (a) Unless expressly
provided otherwise herein or unless the context shall
indicate a contrary meaning or intent, the terms and expres-
sions 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 addition-
al 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.

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

"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 Resolutien, and all
substitute bonds exchanged therefor, and all other substi-
tute and replacement bonds issued pursuant to this Resolu-
. tien.

"Defeased Bond" means any Bond the principal of and
interest on which is deemed to be paid, retired and neo
longer outstanding within the meaning of this Resolution,
pursuant te and in accordance with Section 6.02 hereof.

"Government Obligations" means direct obligations of
the United States of America, including obligatieons 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
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Local Government Series, and which may be in book-entry
form.

"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 section 18, article VII of the Texas Constitu-
tion, as amended.

"Paying Agent" means the paying agent for the Bonds
appecinted by the Board in Section 2.13 hereof, or any
successor to such paying agent appointed hereunder.

"Paying Agent/Registrar" shall mean the entity acting
as both Paying Agent and Registrar hereunder.

"Paying Agent Agreement" means that certain Paying
Agent /Registrar Agreement dated as of the date of issuance
and delivery of the Bonds to the initial purchasers thereof
between the Beoard and the Paying Agent, as authorized by
Section 2.13 hereof, and as such agreement may be amended
from time to time in accordance with the terms thereof.

"Permanent University Fund" means the Permanent Univer=-
sity Fund as created, established, implemented, and adminis-
tered 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 Additional Bonds or Notes 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 Additional Bonds or Notes 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
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(ii) the maximum rate specified in such Additional Bonds or
Notes.

"PUF Bonds™ means the Bonds, the Series 1985 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,
dated October 15, 1985 issued and outstanding in the aggre-
gate principal amount of $100, 000, 000.

"Registrar" means the registrar and transfer agent for
the Bonds appeointed by the Board in Section 2.13 hereocf, 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 Univer-
sity Fund Refunding Beonds, Series 1985, dated as of Octo-
ber 15, 1985, issued in the original aggregate principal
amount of $345,970,000.

"Series 1985 Resolution" means the resolution adopted
by the Board on October 25, 1985, authorizing the issuance
of the Series 1985 Bonds, as such resolution may be amended
from time to time.

"System" means The University of Texas System, includ-
ing each of the following existing and operating insti-
tutions, respectively:

The University of Texas at Arlington;

The University of Texas at Austin;

The University of Texas at Dallas;

The University of Texas at El Paso;

The University of Texas of the Permian Basin;
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The University of Texas at San Antonio;

The University of Texas at Tyler;

The University of Texas Health Science Center at
Dallas; K

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 System Cancer Center;

The University of Texas Health Center at Tyler; and

The University of Texas Institute of Texan Cultures at
San Antonio,

together with every other institution or branch therecf 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 Resoluticn have bkeen included for convenience of
reference only and the meaning, construction and interpreta-
tion of such terms and phrases for purposes cof this Resolu-
tion shall be determined solely by reference to Section 1.01
of this Resclution. 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 Resolution 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 Rescolution to numbered Articles, Sections
or portions thereof shall refer to the respective Articles
and Sections of this Resolution, unless expressly specified
otherwise. The terms "hereof," "herein," "hereunder" and
similar terms shall refer to this Resoclution 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.
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Section 1.04. FINDINGS. The Board officially finds
and determines, for purposes of article VII, section 18 of
the Texas Constitution, as amended, that the cost value of
investments and other assets of the Permanent University
Fund (exclusive of real estate) is now in excess of
$ and that the amount of bonds and notes of
the Board outstanding and secured by a pledge of the Inter-
est of the System in the Available University Fund following
the issuance of the Bonds will not exceed a total amount of
20% of such cost value.

ARTICLE II
AUTHORIZATION AND TERMS OF THE BONDS

Section 2.01. AUTHORIZATION AND AUTHORIZED AMOUNT.
Pursuant teo 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 and articles 717k and 717g, Texas Revised Civil
Statutes Annctated, all as amended, Bonds shall be and
hereby are authorized toc be issued in the aggregate princi-
pal amount of ONE HUNDRED MILLION DOLLARS ($100,000,000) for
the purpose of cbtaining funds to refund the Refunded Notes,
all in accordance with and subject to the terms, conditions
and limitations contained herein.

Sectien 2.02. DESIGNATION, FORM, NUMBERS, DATE AND
DENOMINATION CF THE BONDS. Each Bond shall be designated:
"BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM PERMA-
NENT UNIVERSITY FUND REFUNDING BOND, SERIES 1988." The
Bonds shall be issuable only in fully registered form
without coupons. Unless the Board shall direct otherwise,
the Bonds within each maturity of the Bonds shall be let-
tered and numbered separately from 1 upward prefixed by the
letter R and the last two digits of the year of maturity.
Each Bond shall be in an Authorized Denomination and shall
be dated April 1, 1988.

Section 2.03. INTEREST PAYMENT DATES, INTEREST RATES
AND MATURITY OF THE BONDS. The Bonds shall bear interest at
the respective rates per annum set forth below, calculated
on the basis of a 360-~day year composed of twelve 30-day
months, payable on July 1, 1988 and on each January 1 and
July 1 thereafter until maturity or prieor redemption and
shall mature and become payable on July 1 in each of the
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years and in the respective principal amounts set forth
below, subject to prior redemption as set forth in the FORM
OF BOND appearing herein:

Maturity Date Principal Amount Interest Rate
(July 1)
1989 56,000,000 %
1990 N 6,000,000 %
1991 7,000,000 %
1992 7.000, 000 %
1993 8,000,000 %
1994 8,000,000 ”
1995 8,000,000 %
1996 8,000,000 o
1997 8,500,000 %
1998 8,500,000 o
1999 8,500,000 %
2000 8,500,000 %
2001 8,000,000 %

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 Beond 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. MEDIUM AND PLACE OF PAYMENT. The
principal and redemption price of the Bonds shall be pay-
able, without exchange or collection charges, in lawful
money of the United States of America, to the respective
registered owners thereof upon presentation and surrender
thereof at maturity or upon the date fixed for redemption
prior to maturity at the principal corporate trust office of
the Paying Agent. Interest on the Bonds shall be payable by
the Paying Agent on each interest payment date, by check or
draft 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
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as it appears on the Record Date preceding each such inter-
est payment date. In addition, interest may be paid by such
other method acceptable to the Paying Agent reguested 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 corporate trust office of the Paying Agent upon
presentation and surrender therecf for redemption and
payment at such principal corporate trust office.

Section 2.05. REDEMPTION PRIOR TO MATURITY. The Bonds
may and shall be prepaid or redeemed prior to the stated
maturities thereof, and notice of such redemption shall be
given to the registered owners of the Bonds to be redeemed,
all as set forth in the FORM OF BOND appearing in this
Resolution.

Section 2.06. FORM OF BOND. (a) The ferm of all Bonds
issued under this Resolution shall be substantially as
follows, with such appropriate wvariations, 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 REFUNDING BOND
SERIES 1988

INTEREST RATE MATURITY DATE DATE OF QRIGINAL ISSUE CUSIP NO,

7o April 1, 1988

ON THE MATURITY DATE specified above the BCOARD OF
REGENTS OF THE UNIVERSITY OF TEXAS 'SYSTEM (the "Issuer"),
being an agency and political subdivision of the State of
Texas, hereby promises to pay to
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 APRIL 1, 1988, to the maturity date specified
above, or the date of redemption prior to maturity, at the
interest rate per annum specified above; with interest being
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payable on JULY 1, 1988, and semiannually on each JANUARY 1
and JULY 1 thereafter, except that if the date of authen-
tication of this Bond 1is later than JUNE 15, 1988, such

principal amount shall bear interest from the interest

payment date next preceding the date of authentication,

unless such date of authentication is after any Record Date
(hereinafter defined) but on or before the next following
interest payment date, in which case such principal amount
shall bear interest from such next following interest

payment date.

THE PRINCIPAL OF AND INTEREST ON this Bond are payable
in lawful money of the United States of America, without
exchange or collection charges. The principal of this Bond
shall be paid te the registered owner hereof upon presenta-
tion and surrender of this Bond at maturity or upon the date
fixed for its redemption prior to maturity, at the principal
corporate trust office of

' , TEXAS, which
is the "Paying Agent/Registrar” for this Bond. The payment
of 1interest on this Bond shall be made by the Paying
Agent/Registrar to the registered owner hereof on each
interest payment date by check or draft, dated as cof such
‘interest payment date, drawn by the Paying Agent/Registrar
on, and payable solely from, funds of the Issuer required by
the resolution authorizing the issuance of the Bonds (the
"Bond Resolution") to be on deposit with the Paying
Agent/Registrar for such purpose as hereinafter provided;
and such check or draft shall be sent by the Paying
Agent/Registrar by United States mail, first-class postage
prepaid, on each such interest payment date, to the regis-
tered 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 de-
scribed. 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 corporate trust
office of the Paying Agent/Registrar upon presentation and
surrender of this Bond for redemption and payment at the
principal corporate trust office of the Paying Agent/
Registrar. The Issuer 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/

B of R - 14



Registrar, from the "Interest and Sinking Fund" maintained
under the Bond Resolution, the amounts required to provide
for the payment, in immediately available funds, c¢f all
principal of and interest on the Bonds, when due.

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 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 such a
Saturday, Sunday, legal holiday, or day on which banking
institutions are authorized to close; and payment on such
date have the same force and effect as if made on the
original date payment was due.

THIS BOND is one of an issue of Bonds initially dated
APRIL 1, 1988, authorized in the principal amount of
$100,000,000, FOR THE PURPOSE OF PROVIDING FUNDS TC REFUND
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM PERMANENT
UNIVERSITY FUND VARIABLE RATE NOTES, SERIES A, NOW OUT-
STANDING IN THE AGGREGATE PRINCIPAL AMOUNT OF $100,000,000.

ON JULY 1, 1998, 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 Issuer,
with funds derived from any available and lawful source, as
a whole or in part in any integral multiple of 55,000
principal amount, and if in part, the particular Bonds or
portions thereof to be redeemed shall be selected and
designated by the Issuer (provided that a portion of a Bond
may be redeemed only in an integral multiple of $5,000
principal amount), at a redemption price equal to the par or
principal amount thereof plus accrued interest to the date
fixed for redemption.

AT LEAST 30 days prior to the date fixed for any
redemption of Bonds or porticns thereof prior to maturity a
written notice of such redemption shall be published cnce in
a financial publication, journal, or report of general
circulation among securities dealers in the City of New
York, New York (including, but not limited to, The Bond
Buyer and The 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 redemp-
" tion, to the registered owner of each Bond to be redeemed at

-10-
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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 redemp-
tion 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 regquired 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 i1s published and if due pro-
vision for such payment is made, all as provided above, the
Bonds or portiocns thereof that are to be so redeemed thereby
automatically shall be treated as redeemed prior te their
scheduled maturities, and they shall not bear interest after
the date fixed for redemption, and they shall not be regard-
ed as being outstanding except for the right of the regis-
tered 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 denominaticns in any integral multiple of
$5,000 principal amount, at the written regquest 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 cancella-
tion, at the expense of the Issuer, all as provided in the
Bond Resolution.

THIS BOND OR ANY PORTION HEREOF IN ANY INTEGRAL MULTI-
PLE OF 55,000 principal amount may be assigned and shall be
transferred only in the Registration Books of the Issuer
kept by the Paying Agent/Registrar atting in the capacity of
registrar for the Bonds, upon the terms and conditions set
forth in the Bond Resolution. Among other requirements for
such assignment and transfer, this Bond must be presented
and surrendered to the Paying Agent/Registrar, together with
proper instruments of assignment, in form and with guarantee
of signatures satisfactory to the Paying Agent/Registrar,
evidencing assignment of this Bond or any portion hereof in
any integral multiple of $5,000 principal amount to the
assignee or assignees in whose name or names this Bond or
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any such porticn hereof is to be transferred and registered.
The form of Assignment printed or endeorsed on this Bond
shall be executed by the registered owner or its duly
authorized attorney or representative, to evidence the
assignment hereof. A new Bond or Bonds pavable to such
assignee or assignees (which then will be the new registered
owner or owners ©of such new Bond or Bonds), or te the
previous registered owner in the case of the assignment and
transfer of only a portion of this Bond, may be delivered by
the Paying Agent/Registrar in conversion of and exchange for
this Bond, all in the form and manner as provided in the
next paragraph hereof for the conversion and exchange of
other Bonds. The Issuer shall pay the Paying
Agent/Registrar's 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 Issuer and the Paying
Agent/Registrar as the abse¢lute owner hereof for all pur-
poses, 1including payment and discharge of liability upon
this Bond to the extent of such payment, and the Issuer and
the Paying Agent/Registrar shall not be affected by any
notice to the contrary.

ALL BONDS OF THIS SERIES are issuable solely as fully
registered bonds, without interest coupons, in the denomina-
tion of $5,000 principal amount or any integral multiple
thereof. As provided in the Bond Resoclution, this Bond, or
any unredeemed portion herecf, may, at the request of the
registered owner or the assignee or assignees hereocf, 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 de-
nominaticon or dencminatiens in any integral multiple of
55,000 principal amount as reguested in writing by the
appropriate registered owner or assignee, as the case may
be, upoen surrender of this Berd to the Paying
Agent/Registrar for cancellation, all in accordance with the
form and procedures set forth in the Bond Resolution. The
Issuer shall pay the Paying Agent/Registrar's standard or
customary fees and charges for transferring, converting, and
exchanging any Bond or any portion thereof, but the one
reguesting such transfer, conversion, and exchange shall pay
any taxes or governmental charges required to be paid with
respect thereto as a condition precedent to the exercise of
such privilege of conversion and exchange.
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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 prior to
its redemption date.

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

IT IS HERERBRY certified, recited, and covenanted that
this Bond has been duly and validly authorized, issued, and
delivered; that all acts, conditieons, 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 cother Bonds o¢f 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") con-
sisting of the dividends, interest and other income (less
administrative expenses) from the Permanent University Fund
that is created and administered under the Texas Constitu-
tion, as described more fully in the Bond Resolution, all in
accordance with Section 18, Article VII of the Texas Consti-
tution and other applicable laws.

THE ISSUER heretofore has issued its $345,970,000
Permanent University Fund Refunding Bonds, Series 1985,
which also are secured by a first lien on and pledge of the
aforesaid 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 Issuer
has reserved the right, subject to the restrictions referred
to in the Bond Resolution, (i) to issue Additional Parity
Bonds and Notes that alsc may be secured by and made payable
from a first lien on and pledge of the aforesaid interest of
The University of Texas System in the Available University
Fund, in the same manner and to the same extent as this Bond
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and other obligations of the Board on a parity therewith,

and (ii) to amend the Bond Resclution 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
scurce whatsoever other than specified in the Bond Resolu-
tion.

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

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

(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)
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(b) A Paying Agent/Registrar's Authentication Certifi-
cate 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 provisicns of the Bond Resolution described in
this Bond; and that the initial Bonds of the series of Bonds
¢f which this Bond is a part were approved by the Attorney
General of the State of Texas.

., TEXAS
Paying Agent/Registrar

Dated

Authorized Signature

(c) 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

. 7
(Assignee's Social (print or typewrite Assignee's name
Security or Taxpayer and address, including zip ceode)

Identification Number)

and hereby irrevocably constitutes and appoints

attocrney to transfer the registration of this Bond on the
Paying Agent/Registrar's Registration Books with full power
of substitution in the premises.

Date:
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Signature Guaranteed:

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

face of this Bond.

(d) The approving legal opinion of the Issuer's Bond
Counsel and the assigned CUSIP numbers may, at the option of
the Issuer, be printed on the Initial Bond or on any Bond
issued and delivered in conversiecn of and exchange or
replacement of any Bond, but neither shall have any legal
effect, and shall be solely for the c¢onvenience and informa-
tion of the registered owners ¢f the Bond.

Section 2.07. EXECUTION OF BONDS. The Bonds shall be
exaecuted on behalf of the Board by the Chairman and the
Executive Secretary of the Board, by their manual or facsim=-
ile signatures, and the official seal of the Board shall be
impressed or placed in facsimile thereof. 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 upcon 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 signature shall nevertheless be wvalid and
sufficient for all purposes as if such officer had remained
in such office.

Section 2.08. AUTHENTICATION AND DELIVERY OF BONDS.
The Chairman of the Board is hereby authorized to have
control of the initial Bonds issued hereunder and all neces-
sary records and proceedings pertaining to the initial Bonds
pending their delivery and investigation, examination, and
approval by the Attorney General of the State of Texas, and
their registration by the Comptroller of Public Accounts of
the State of Texas. Upon registration of the initial Bonds
said Comptroller of Public Accounts (or a deputy designated
in writing to act for said Comptroller) shall manually sign
the Comptroller's Registration Certificate on the initial
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Bonds, and the seal of said Comptroller shall be impressed,
or placed in facsimile, on the initial Bonds.

The Bonds, after execution by the Board as provided
herein, shall be delivered to the Registrar. No 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 authen-
tication on all the Bonds.

Upon receipt of a letter of instructions signed by an
authorized representative of the Beoard identifying the
initial purchasers of the Bonds and reguesting and authoriz-
ing the Registrar to authenticate and deliver the initial
Bonds to the initial purchasers thereof, an authorized
representative of the Registrar shall authenticate the
initial Bonds by executing the certificate of authentication
appearing on each such initial Bond and shall deliver the
initial Bonds to the initial purchasers identified in such
letter of instructions.

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

Section 2.09. REGISTRATION, TRANSFER, EXCHANGE AND
REPLACEMENT CF BONDS. (a) The Beoard shall keep or cause to
be kept at the principal corporate trust office 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 requlations 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 Registra-
tion 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
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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} Registration of each Bond may be transferred in
the Registration 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 therecf, 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 assign-
ment shall be printed or endorsed on each Bond, which shall
be executed by the registered owner or its duly authorized
attorney or representative to evidence an assignment there=-
of. Upon the assignment and surrender of any Bond or
portion hereof 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 e¢nly a pertion of a Bond is being
assigned and transferred, all in conversion of and exchange
for said assigned Bond or any pertion thereof. Each Bond
issued and delivered in conversion of and exchange for any
other Bond shall be in an Authorized Denomination, shall
have all the characteristics and shall be in the form
prescribed in the FORM OF BOND set forth in this Resolution,
and shall have the same principal maturity date and bear
interest at the same rate as the Bond for which it is
exchanged. The Board shall pay the Registrar's fees and
charges, if any, for making such transfer 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 transfers of registration of any Bond or
any portion thereof (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
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interest payment date, or, (ii) with respect to any Bond or
any portion thereof called for redemption prior teo maturity,
within 45 days prior to its redemption date.

(¢) Each Bond issued and delivered pursuant to this
Resclution, 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, may, at the option of the
registered owner or such assighee, as appropriate, be
converted inte and exchanged for fully registered bonds,
without interest coupons, in the form prescribed in the FCRM
CF BOND set forth in this Resolution, in any Authorized
Denomination as requested in writing by such registered
owner or such assignee, in an aggregate principal amount
equal to the unpaid or unredeemed principal balance of any
Bond so surrendered, and payable to the appropriate regis-
tered owner or assignee, as the case may be. If a portion
cf any Bond shall be redeemed prior toc its scheduled maturi-
ty as provided herein, a substitute Bond or Bonds having the
same maturity date, bearing interest at the same rate, in
any Autheorized Denomination requested by the registered
owner, and in aggregate principal amount equal to the
unredeemed portion thereof, will be issued to the registered
ownier upon surrender thereof for cancellation. If any Bond
or portion thereof is assigned and transferred or converted,
each Bond issued in exchange therefor shall have the same
principal maturity date and bear interest at the same rate
as the Bond for which it is being exchanged. The Board
shall pay the Registrar's fees and charges, if any, for
transferring, converting and exchanging any Bond or any
portion thereof, but the cne requesting any such transfer,
conversion, and exchange shall pav 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 Registrar shall not be
required to make any such conversion and and exchange or
replacement of Bonds or any portion therecf (i) during the
pericd 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 prior to its redemption
date.
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(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 provid-
ed.

Application for replacement o¢f damaged, mutilated,
lost, stelen, or destroved Bonds shall be made te 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 reguired by them to save each of them harmless
from any loss or damage with respect thereto. Alsc, 1in
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 ¢f such Bend, as the case may be. In every case
of damage or mutilaticon 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, redemption premium, if any, or
interest on the Bond, the Board may authorize the payment of
the same (without surrender thereof except in the case of a
damaged or mutilated Bond) instead of issuing a replacement
Bond, provided security or indemnity is furnished as above
provided in this 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 wvirtue of the fact that any Bond is lest,
stolen, or destroyed shall constitute a contractual obliga-
tion of the Bocard 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 egqually 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 c¢onversion o¢f and exchange for or
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replacement of any Bond or portion thereof as permitted or
required by any provision of this Resolution shall consti-
tute 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
Resolutien shall constitute authority for the issuance of
any substitute, exchange or replacement Bond hereunder
without necessity of further action by the governing bedy of
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. Upen  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 walid, incontest-
able, and enforceable in the same manner and with the same
effect as the initial Bonds originally issued pursuant to
this Resclution, approved by the Attorney General, and
registered by the Comptroller of Public Accounts.

Section 2.10. CANCELLATICN. All Bonds paid or re-
deemed in accordance with this Resclution, and all Bonds in
lieu of which exchange Bonds or replacement Bonds are
authenticated and delivered in accordance with this Resolu-
tion shall be cancelled by the Paying Agent/Registrar.

Section 2.11. TEMPORARY BONDS. Pending the prepara-
tion of definitive Bonds, the Board may execute and, upon
the Board's regquest, 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, substan-
tially 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 wvariations as the au-
thorized officers of the Board executing such temporary
Bonds may determine, as evidenced by their signing of such
temporary Bonds.
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Until exchanged for Bonds in definitive form, such
Bonds in temporary form shall be entitled to the benefit and
security of this Resolution. The Beoard, without unreason-
able 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 authenti-
cate and deliver in exchange therefor Bonds of the same
maturity, 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 2.12. 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 net such Bond shall be overdue, and the Board, the Paving
Agent and the Registrar shall nct be affected by any notice
to the contrary. Payment of, or on account of, the princi-
pal 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 2.13. PAYING AGENT AND REGISTRAR; FPAYING AGENT

AGREEMENT. The appointment of .
, 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 Registraticn
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 ccenversion 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 vunder the
Paying Agent Agreement. The Chairman of the Board, the
Executive Secretary of the Board, the Executive Vice Chan-
cellor for Asset Management of the System or the Manager of
Special Investments and Financing hereby are authorized to
execute and deliver on behalf of the Board the Payling Adgent
Agreement, in substantially the form and substance submitted
at this meeting.
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The Board hereby covenants with the registered owners
of the Bonds that it will (i) pay the feses and charges, if
any, of the Paying Agent/Registrar for its services with
respect to the payment of the principal of 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 Resclution.

Section 2.14. 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 net less than 120 days written notice to the
Paying Agent/Registrar, to be effective not later than &0
days prior to the next principal or interest payment date
after such notice. In the event that the entity at any time
acting as Paying Agent/Registrar (or its successor by
merger, acguisition, or other method) should resign or
otherwise cease to act as such, the Becard covenants that
promptly it will appoint a competent and legally gualified
bank, trust company, financial institution, or other agency
to act as Paying Agent/Registrar under this Resclution.
Upoen any change in the Paying Agent/Registrar, the previous
Paying Agent/Registrar promptly shall transfer and deliver
the Registration Books (or a copy therecf), 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 Beoard promptly will cause a written notice thereof to be
sent by the new Paying Agent/Registrar te 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.
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ARTICLE III

SECURITY AND SQURCE 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 Consti-
tution, 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 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 ADDITICNAL 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 University of Texas System shall
cause the Comptroller of Public Accounts of the State of
Texas, in addition to taking the acticns required by the
Series 1985 Resolution to pay the Series 1985 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 Inter-
est ¢of the System in the Available University Fund), on or
before each date upon which principal of or interest on the
Bonds and the Additional Parity Bonds and Notes, when
issued, is due and payable, and whether by reason of maturi-
ty or opticnal 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 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 at least by each such date.

(b) When Additional Parity Bonds or Notes are issued
pursuant to the provisions of this Resolution or the Series
1985 Resolution, the Board, the officers of the System and
the Comptroller of Publi¢ Accounts shall follow substantial-
ly the same procedures as provided above in connection with
paying the principal of and interest on such Additional
Parity Bonds or Notes when due; provided, however, that
other and different banks or places of payment (paying
agents) and/or Paying Agent/Registrars and dates and methods
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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 or 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 Dbeen made for the payment of the principal of and
interest on the Series 1985 Bonds, the Bonds and any Addi-
tional 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 regqulations 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 Parity Bonds and/or Additional Parity Notes, in
as many separate installments or series as deemed advisable
by the Board but only for the purposes and to the extent
provided in section 18, article VII, of the Texas Constitu-
tion, as amended, or in any amendment hereafter made to said
section 18, article VII, of the Texas Constitution, or for
refunding purposes as provided by law. Such Additicnal
Parity Bonds and Notes, when issued, and the interest
thereon, shall be egqually 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 and the
Bonds issued pursuant to this Resolution, and the Bonds and
the Additional Parity Bonds and Notes, when issued, and the
interest thereon, shall be on a parity and in all respects
of equal dignity with each other and with the Series 1985
Bonds. It is further covenanted 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 Regquirements
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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 obligatiens of the
Beard, including but not limited to the Series 1985
Bonds, that are secured by and payable from a lien on
and pledge of the Interest of the System in the Avail-
able 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 obliga-
tions 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 c¢f this Resolution, including but not
limited to subsecticn 3.04(k) 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.
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ARTICLE IV
COVENANTS OF THE BCOARD

Section 4.01. GENERAL COVENANTS OF THE BOARD. The
Board covenants and agrees, in addition to the other cove-
nants of the Board hereunder, as follows:

(a) That while any PUF Bonds are outstanding and
unpaid the Becard 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 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 provid-
ed in such obligations, according to the true intent and
meaning therecf, 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 regquired, 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 obligatlions.

(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 Avail-
able University Fund, unless such lien or charge is made
junier 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 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 im-
paired 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.
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(e) That proper boocks 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 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 Perma=-
nent University Fund, the Interest of the System in the
Available University Fund and the PUF Bonds, as the State
Auditor of Texas is reguired by applicable law to prepare
and distribute.

Section 4.02. NO ARBITRAGE. The Board covenants to
and with the registered owners of the Bonds that it will
make no use of the proceeds of the Bonds at any time
throughout the term of this issue of Bonds that, if such use
had been reasonably expected on the date of delivery of the
Bonds to and payment for the Bonds by the purchasers, would
cause the Bonds to be arbitrage bonds within the meaning of
Section 148 of the Internal Revenue Code of 1986, as amend-
ed, or any regulations or rulings pertaining thereto; and by
this covenant the Board is obligated to comply with the
requirements of the aforesaid Secticon 148 and all applicable
and pertinent Department of the Treasury regulations relat-
ing to arbitrage bonds. The Board further covenants that
the proceeds of the Bonds will not otherwise be used direct-
ly or indirectly, nor will the Board take any other action,
so as to cause all or any part of the Bonds to be or become
arbitrage bonds within the meaning of the aforesaid Sec-
tion 148, or any regulations or rulings pertaining thereto.

ARTICLE V
REMEDIES

Section 5.01. REMEDIES. Any oWwner or heolder 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 cbliga-
tions, or of any interest due thereon, shall have the right
to institute mandamus proceedings against the Beard 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.
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ARTICLE VI
MISCELLANEQUS PROVISIONS

Section 6.01. INDIVIDUALS NOT LIABLE. All covenants,
stipulations, obligations, and agreements of the Board
contained in this Resolution shall be deemed to be cove=-
nants, stipulations, cbligations, and agreements of The
University of Texas 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 6.02. 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 Resolu-
tion, except to the extent provided in subsection (d) 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 regquired notice
of redemption), or (ii) shall have been provided for on or
before such due date by irrevocably depesiting 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 Obliga-
tions 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, pavable
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
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Government Obligations, and shall not be regarded as out=
standing for the purposes of Section 3.04 herecof or any
other purpose.

(b) Any moneys so deposited with or made available to
the Paying Agent/Registrar alse 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 Resolution.

Section 6.03. AMENDMENT QF RESCLUTICON. (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 tec 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 teo permit, witheut the approval
of the owners of all of the ocutstanding 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
outstanding 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;
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(5) Affect the rights of the owners of less than all
of the PUF Bonds then outstanding;

(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 ¢f all PUF Bonds then outstand-
ing, 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 resoluticn 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 thereaf-
ter shall be determined, exercised, and enforced hereunder,
subject in all respects to such amendment.

(e) Any consent given by the owner of a PUF Bend
pursuant to the provision of this Section shall be irrevoca=-
ble 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

-31-

B of R - 36



consent may be revoked at any time after six months from the
date of the first publication of such notice by the owner
wheo gave such consent, or by a successor in title, by filing
notice therecf 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, pricr 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 6.04. SALE OF BONDS. The Bonds are hereby
sold and shall be delivered to

4
as the initial purchasers thereof for cash for the par value
thereof and accrued interest thereon to the date of deliv-
ery, plus a premium of § . It is officially
found, determined and declared hereby that the Bonds have
been scld at public sale to the bidder offering the lowest
interest cost, after receiving sealed bids pursuant to an
Official Notice of Sale and 0fficial Bid Form and an Offi-
clal Statement dated , prepared and distributed
by the Board in connection with the sale of the Bonds. Such
Official Notice of Sale and 0Official Bid Form and the
Official Statement, and any addenda, supplements or amend-
ments thereto have been and are approved by the Board
hereby, and their use in the reoffering of the initial Bonds
or any portion thereof or any Bond issued in substitution
and exchange therefor is approved hereby., It further is
officially found, determined and declared that the state-
ments and representations contained in such Official State-
ment are true and correct in all material respects, to the
best knowledge and belief of the Board.

Section 6.05. REFUNDING OF REFUNDED BONDS. Concur-
rently with the delivery of the Bonds to the initial pur-
chaser therecf, the Board shall deposit with Morgan Guaranty
Trust Company of New York, New York, New York, as paying
agent and place of payment for the Refunded Notes, an amournt
from the proceeds from the sale of the Bonds and other funds
of the Board available for such purpose sufficient to pay in
full the principal of ané the interest accruing on all the
outstanding Refunded Notes to the date of their redemption,
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which shall be no later than the scheduled interest payment
date next succeeding the issuance and delivery of the Bonds
to the initial purchaser thereof, in accordance with
section 7A of article 717k, Texas Revised Civil Statutes
Annctated, as amended, and the applicable sections of arti-
cle 717q, Texas Revised Civil Statutes Annotated, as
amended. The Board hereby authorizes and directs the
Chairman of the Board, the Executive Secretary of the Board,
the Executive Vice Chancellor for Asset Management or the
Manager of Special Investments and Financing of the System,
for and on behalf of the Board, to sign, seal and otherwise
execute and deliver such notices, instructions,
certificates, 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
refunéding of the Refunded Notes is advisable and necessary
in order to restructure the debt service regquirements and
procedures of the Board so as to fix the borrowing costs of
the Board for financing the facilities financed through the
issuance of the Refunded Notes for the long term at
favorable rates.

Section 6.06. FURTHER PROCEDURES. The Chairman of the
Board, the Executive Secretary of the Board, the Executive
Vice Chancellor for Asset Management and the Manager of
Special Investments and Financing 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 eXxecute,
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 Official Statement for the Bonds and the
Paying Agent Agreement. In case any officer whose signature
appears on any Bond shall cease t6 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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H.

I.

RECESS FOR MEETINGS OF THE STANDING COMMITTEES AND
COMMITTEE REPORTS TO THE BOARD

The Standing Committees of the Board of Regents of The
University of Texas System will meet as set forth below

to consider recommendations on those matters on the agenda
for each Committee listed in the Material Supporting the
Agenda. At the conclusion of each Standing Committee
meeting, the report of that Committee will be formally
presented to the Board for consideration and action.

Executive Committee: Chairman Blanton
Vice-Chairman Ratliff, Vice-Chairman Roden
MSA Page Ex.C - 1

Finance and Audit Committee: Chairman Roden
Regent Barshop, Regent Beecherl
MSA Page F&A - 1

Academic Affairs Committee: Chairman Baldwin
Regent Beecherl, Regent Moncrief
MSA Page AAC - 1

Health Affairs Committee: Chairman Yzaguirre
Regent Barshop, Regent Blanton, Regent Moncrief
MSA Page HAC - 1

Buildings and Grounds Committee: Chairman Hay
Regent Baldwin, Regent Ratliff, Regent Yzaguirre
MSA Page B&G - 1

Land and Investment Committee: Chairman Ratliff
Regent Barshop, Regent Hay, Regent Roden
MSA Page L&I - 1

RECONVENE AS COMMITTEE OF THE WHOLE

ITEMS FOR THE RECORD

U. T. Austin: Approval of Patent License Agreement
with Nova Automation Corporation, Austin, Texas.--

On December 3, 1987, the U. T. Board of Regents
approved a Patent License Agreement by and between
the U. T. Board of Regents, for and on behalf of
U. T. Austin, and Nova Automation Corporation of
Austin, Texas, contingent upon the execution by
February 1, 1988, of a shareholder's agreement
between the Nova Automation Corporation and the

U. T. Board of Regents.

An Interim Shareholder's Agreement was executed on
February 1, 1988, to be effective until March 31, 1988,
and subsequently, a shareholder's agreement to

replace the interim agreement was executed prior

to March 31, 1988, with an effective date of Febru-
ary 1, 1988. Thus, the contingency related to the
Regental approval of this agreement has been satis-
fied.
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U. T. Austin: Acceptance of Membership to the Longhorn
Associlates for Excellence 1n Women's Athletics Advisory
Council.--

At the December 1987 U. T. Board of Regents' meeting, the
following were approved for membership on the U. T. Austin
Longhorn Associates for Excellence in Women's Athletics
Advisory Council. Their acceptances of membership are
herewith reported for the record.

Term Expires

Mr. Tom Adams, San Antonio 1989
Mrs. Sidsel T. Alpert, Dallas 1990
Mrs. Barbara Anderson, Houston 1990
Mr. Jeffries D. Anderson, Houston 1990
Mrs. Louise Appleman, Fort Worth 1990
Mr. Rex G. Baker, Jr., Houston 1890
Ms. Linda S. Ball, Austin 1988
Mrs. Anne M. Ballantyne, San Antonio 1990
Mrs. Ann Barshop, San Antonio 1988
Mrs. Marilyn Clark Baysek, Dallas 1988
Mrs. Mary Adele Beasley, Austin 1990
Mr. Lewls E. Brazelton III, Houston 1990
Mrs. Kathy Brooks, Dallas 1989
Mrs. Marilou Brown, Austin 1989
Ms. Betsy Builta, Austin 1988
Ms. Bobbie J. Caviness, Austin 1989
Mr. Bryan P. Dixon, Fort Worth 1990
Ms. Elizabeth B. Granger, Austin 1990
Mrs. Kathryn B. Head, Dallas 1990
Mr. Stephen S$. Head, Dallas 1990
Mrs. Nancy R. Inman, Austin 1990
Mrs. Vesta Marbut, San Antonio 1990
Mrs. Karen A. McCleskey, Dallas 1988
Mr. Randall C. McCleskey, Dallas 1989
Mr. John R. Morris, Fort worth 1988
Mr. Wade T. Nowlin, Fort Worth 1990
Mr. Forrest Preece, Jr., Austin 1990
Mr. John B. Selman, Austin 1989
Mrs. Debra L. Shtofman, Dallas 1990
Ms. Tobi Taub, Arlington 1990
Mrs. Mary Teeple, Austin 1990
Mrs. Patricia Thomas, Houston 19990
Mrs. Carolyn Townsend, Dallas 1989
Dr. Glenn Welsch (Ph.D.), Austin 1988
Ms. Teri Wenglein-Callender, Houston 1990
Ms. Anne Wynne, Austin 1988
Unfilled Term (to be determined as filled}

Unfilled Term (to be determined as filled)

Unfilled Term (to be determined as filled)

Unfilled Term (to be determined as filled)
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L.

M.

3. U. T. Health Center - Tyler: Acceptance of Member-

ship to Development Board.--

At the February 1988 U. T. Board of Regents' meeting,
the following were approved for membership to the
U. T. Health Center - Tyler Development Board and
their acceptances of membership are herewith reported

for the record:

Term EXpires

Mr. Frank M. Burke, Jr., Dallas 1990
Mr. Jack L. Phillips, Gladewater 1988

Mrs. Jack B. (Rose) Strong, Longview 1989

CONSIDERATION OF ACTION ON ANY ITEMS DISCUSSED IN THE
EXECUTIVE SESSION OF THE BOARD OF REGENTS PURSUANT TO
V.T.C.S., ARTICLE 6252-17, SECTIONS 2(e), (f) and (g)

1. Pending and/or Contemplated Litigation - Section 2(e)

U. T. Medical Branch - Galveston: Pro-
posed Settlement of Medical Liability
Litigation

2. Land Acquisition, Purchase, Exchange, Lease or Value
of Real Property and Negotiated Contracts for Pro-

spective Gifts or Donations - Section 2(f)

U, T. Cancer Center: Request to Nego-
tiate for Exchange of or for the Pur-
chase or Acquisition by Other Means of
Certain Parcels of Real Property in
Harris County, Texas

3. Personnel Matters [Section 2(g)] Relating to Appoint-

ment, Employment, Evaluation, Assignment, Duties,
Discipline, or Dismissal of Officers or Employees

a. U. T. Board of Regents: Consideration
of Amendments to the Regents' Rules and
Requlations, Part One, Chapter II,
Relating to the Assignment, Duties and
Responsibilities of Officers of System
Administration

b. U. T. System and U. T. Southwestern Medi-
cal Center - Dallas: Recommendation to
Waive Regents' Rules and Regulations,
Part One, Chapter III, Section 1.87, to
Appoint System Professor of Internal
Medicine and to Appoint a Special Consul-
tant to the Executive Vice Chancellor for
Health Affairs, Both Appointments to be
Effective April 14, 1988

REPORT OF BOARD FOR LEASE OF UNIVERSITY LANDS
REPORT OF SPECIAL COMMITTEES

OTHER MATTERS
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SCHEDULED MEETINGS AND EVENTS

Board of Regents' Meetings

Dates

June 9, 1988

August 11, 1988
October 7, 1988
December 1, 1988

Other Events

August 27, 1988

Commencement - 1988

Locations/Hosts

U. T. Austin
Austin (no host)
U. T. Arlington
Undetermined

Dedication Ceremony for
Addition to Dental
Branch Building

May 6 *U. T. Tyler
May 7 *J. T. Permian Basin
U. T. Nursing School - Galveston
May 13 U. T. Public Health School - Houston
. U. T. Nursing School - Houston
May 14 *U. T. El Paso
U. T. G.5.B.5. - Galveston
U. T. G.5.B.5. - Houston
U. T. Allied Health Sciences School - Houston
%7, T. Allied Health Sciences School -
San Antonio
May 15 *U. T. San Antonio
U. T. Nursing School - San Antonio
May 20 U. T. G.S.B.S. = San Antonio
May 21 *U., T. Arlington
A *U. T. Austin
*U. T. Dallas
*#U. T. Medical School - Galveston
May 28 U. T. Medical School - Houston
*U. T. Dental Branch - Houston
U. T. Medical School - San Antonio
U. T. Dental School - San Antonio
June 4 *J, T. Southwestern Medical School - Dallas
and U. T. Southwestern G.5.B.S5. - Dallas
August 5 U. T. Tyler
August 13 U. T. Allied Health Sciences School -
Galveston
August 14 U. T. Southwestern A.H.S.S. - Dallas
August 27 U. T. Dallas
December 4 *U. T. Austin
December 9 U. T. Tyler
December 16 U. T. E1 Paso
December 17 U. T. Arlington

*0fficial commencement for Regental attendance

OTHER BUSINESS

ADJOURNMENT
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Executive Committee



EXECUTIVE COMMITTEE
Committee Chairman Blanton

Date: April 14, 1988
Time: Following the 1:30 p.m. Session of the Board of Regents
Place: Caduceus Room, 6th Floor, Administration Building

U. T. Medical Branch - Galveston

Page
Ex.C

1. U. T. Arlington: Recommendation to Accept
Gifts to Establish the Moncrief - O'Donnell
Chair for the Automation and Robotics
Research Institute (ARRI) (Exec. Com. Let=-
ter 88-15)

2. U. T. Austin - Expansion of Physical Plant
Facilities, Phase I (Project No. 102-454):
Recommended Award of Contract for Furniture
and Furnishings to C. P. Snider Construc-
tion Company, Austin, Texas, and Request
for Authorization for the Chancellor to
Sign the Contract (Exec. Com. Letter 88-16) 2

3. U. T. E1 Paso - Institute for Advanced Manu-
facturing in E1 Paso (IAMEP): Request to
Redesignate as the Institute for Manufactur-
ing and Materials Management (IMMM) (Exec.
Com. Letter 88-16) 3

4. U. T. San Antonio: Recommendation to Name
the Flagpole Area at the U. T. Institute of
Texan Cultures - San Antonio (Regents! Rules
and Regulations, Part One, Chapter VIII,
Section 1, Subsection 1.2, Naming of Facili-
ties Other Than Buildings) (Exec. Com. Let-
ter 88-146) 4

5. U. T. Medical Branch - Galveston - Adminis-
tration Annex II Renovation (Project
No. 601-615): Recommended Award of Construc-
tion Contract to Lebco Constructors, Inc., _
Houston, Texas (ExXec. Com. Letter 88-14) 5

6. U. T. Medical Branch - Galveston - New Park-
ing Structures (Project No. 601-670): Recom=-
mended Award of Construction Contract to
Manhattan Construction Company, Houston,
Texas (Exec. Com. Letter 88-17) 9

Ex.C = 1



1. U. T. Arlington: Recommendation to Accept Gifts to
Establish the Moncrief - O'Donnell Chalr for the
Automation and Robotics Research Institute (ARRI)
(Exec. Com. Letter 88-15).-~-

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President Nedderman and the Office of the Chancellor that the
U. T. Board of Regents accept a $250,000 gift from Mr. W. A.
"Tex" Moncrief, Jr., Fort Worth, Texas, and a $250,000 gift
from the 0'Donnell Foundation, Dallas, Texas, for a total of
$500,000 to establish the Moncrief - O'Donnell Chair for the
Automation and Robotics Research Institute (ARRI) at U. T.
Arlington.

Income earned from the endowment will be used to support a
chair in the area of artificial intelligence.

BACKGROUND INFORMATION

In October 1984, the U. T. Board of Regents entered into a
Letter of Understanding with David R. Newell and Kenneth B.
Newell, Fort Worth, Texas, on behalf of Newell & Newell,
Ltd., a Texas limited partnership, and the Fort Worth Chamber
Foundation, Inc., a Texas nonprofit corporation, for the pur-
pose of establishing and providing the facilities for an
Automation and Robotics Research Institute (ARRI), formerly
Advanced Robotics Research Institute, in Fort Worth, Texas,
to be staffed and operated by U. T. Arlington as an educa-
tional research facility of the College of Engineering.

Mr. W. A. "Tex" Moncrief, Jr., a member of the U. T. Board
of Regents, and the O'Donnell Foundation have both given
continuous and generous support to U. T. System components.

The dedication of the ARRI was scheduled on February 24, 1988,
and announcement of this endowed chair was planned in conjunc-
tion with the dedication ceremonies, thereby necessitating
approval of the Chair via Executive Committee Letter.

2. U. T. Austin - Expansion of Physical Plant Facilities,
Phase 1 (Project No. 102-454): Recommended Award of
Contract for Furniture and Furnishings to C. P. Snider
Construction Company, Austin, Texas, and Request for
Authorization for the Chancellor to Sign the Contract
(Exec. Com. Letter 88-16).--

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President Cunningham and the Office of the Chancellor that
the U. T. Board of Regents award a contract for furniture
and furnishings for Expansion of Physical Plant Facilities,

Ex.C - 2



Phase I at U. T. Austin to the following lowest responsible
bidder:

C. P. Snider Construction Company
Austin, Texas

Base Proposal "A"
(Movable Partition System) $55,688.00

GRAND TOTAL RECOMMENDED CONTRACT AWARD $55,688.00
It is further recommended that the Chancellor be authorized

to sign the contract awarding this bid based on the results
of the Executive Committee circularization.

BACKGROUND INFORMATION

In accordance with authorization of the U. T. Board of
Regents in December 1985, bids were called for and were
received, opened, and tabulated on February 18, 1988, as
shown below, for furniture and furnishings for the Expansion
of Physical Plant Facilities, Phase I at U. T. Austin. Funds
for the contract award are available in the Furniture and
Equipment Account.

Base Proposal "A" - Movable Partition System
C. P. Snider Construction Company
Austin, Texas $55,688.00
W. C. Scott Interests, Inc.
Houston, Texas 62,907.00
Facility Construction Services, Inc.
Dallas, Texas 68,560.55
3. U. T. El Paso - Institute for Advanced Manufacturing in

E]l] Paso (IAMEP): Request to Redesignate as the Institute
for Manufacturing and Materials Management (IMMM) (Exec.
Com. Letter 88-16).--

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President Natalicio and the Office of the Chancellor that the
Institute for Advanced Manufacturing in El1 Paso (IAMEP) at

U. T. El Paso bhe redesignated as the Institute for Manufactur-
ing and Materials Management (IMMM) to more accurately reflect
the evolution of the Institute's role as a partner in foster-
ing the economic development of the El1 Paso region.

BACKGROUND INFORMATION

In August 1986, the U. T. Board of Regents approved, in con-
cept, the establishment of an Institute for Advanced Manufac-
turing in El Paso and authorized a fund-raising campaign in
conjunction with U. T. El Paso's 75th anniversary celebration
for the purpose of raising private funds to support establish-
ment of this Institute. As the concept of the Institute has
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evolved, the proposed title with an emphasis solely on
advanced manufacturing is clearly too narrow. Thus, the pro-
posal is to include materials management in the title.

This expansion of title to include materials management is
particularly appropriate to institutional and regional
strengths. E1l Paso is a production/logistics manufacturing
center, and the community's industrial base is very oriented
toward materials management, including physical extraction,
metallurgy, and commercialization of materials. It is also
clear that this expansion of concept will enhance the funding
appeal for the Institute.

Approval of this change via Executive Committee Letter was
sought, since a delay until the April U. T. Board of Regents!'
meeting would delay some critical steps in the fund campaign
effort and hinder plans to proceed with establishing an
Advisory Board for the Institute. The fund campaign goal is
to raise as much as §$7.5 million to construct a facility to
house the Institute and to endow its basic operation.

4, U. T. San Antonio: Recommendation to Name the Flagpole
Area at the U, T. Institute of Texan Cultures - San
Antonio (Regents' Rules and Requlations, Part One, Chap-
ter VIII, Section 1, Subsection 1.2, Naming of Facilities
Other Than Buildings) (ExXec. Com. Letter 88-16).--

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President Wagener and the Office of the Chancellor that the
U. T. Board of Regents name the flagpole area in front of the
U. T. Institute of Texan Cultures - San Antonio the H. B.
Zachry Plaza. This recommendation is in accordance with the
Regents' Rules and Regulations, Part One, Chapter VIII, Sec-
tion 1, Subsection 1.2, relating to the naming of facilities
other than buildings.

BACKGROUND INFORMATION

The plaza name is to honor Mr. H. B. Zachry who died Septem-
ber 5, 1984. Mr. Zachry was instrumental in obtaining the
support from then Governor Connally and the State Legisla-
ture to finance the HemisFaliré68 Pavilion that is now the

home of the U. T. Institute of Texan Cultures - San Antonio.
Mr. Zachry was a great friend and supporter of the Institute
with both dollar and in-kind contributions. His firm contin-
ues to furnish, at no cost to the U. T. System, personnel to
install the elaborate electrical system for the annual Texas
Folklife Festival.

The plaza name was to be announced during the 20th anniversary
celebration of the opening of HemisFair68 on April 6, 1988.

No advance publicity was desired and the April U. T. Board of
Regents' meeting postdated the event necessitating approval
via Executive Committee Letter.
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5. U. T. Medical Branch - Galveston - Administration
Annex II Renovation (Project No. 601-615): Recommended
Award of Construction Contract to Lebco Constructors,
Inc., Houston, Texas (Exec. Com. Letter 88-14).--

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President James and the Office of the Chancellor that the

U. T. Board of Regents award a construction contract for the
Administration Annex II Renovation at U. T. Medical Branch -
Galveston to the lowest responsible bidder, Lebco Construc-
tors, Inc., Houston, Texas, for the Base Bid and Alternate
Bid Item Nos. 1, 2, 3, 4, 5, 6, 7 and 8, in the amount

of $2,540,550.

BACKGROUND INFORMATICN

In accordance with authorization of the U. T. Board of )
Regents in August 1987, bids for this project were received
and opened on February 2, 1988, as shown on Pages Ex.C 6 - 8.

The recommended contract award to Lebco Constructors, Inc.,

Houston, Texas, 1n the amount of $2,540,550 for the Base Bid
and Alternate Bid Item Nos. 1, 2, 3, 4, 5, 6, 7 and 8 can be
made within the authorized total project cost of $3,000,000.

The total project cost is composed of the following elements:

Construction Cost $2,540,550
Furniture and Equipment 100,000
Fees and Administrative Expenses 273,400
Future Work (Air Balancing) : 18,600
Miscellaneous Expenses 7,450
Project Contingency 60,000
Total Project Cost $3,000,000

This project was approved by the Texas Higher Education
Coordinating Board in July 1986, and i1s funded from U. T.
Medical Branch - Galveston Unappropriated Balances.
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CONTRACTOR
BASE BID

Alt. No. 1
Alt. No. 2
Alt. No. 3
Alt. No. 4
aAlt. No. 5
Alt. No. ©
Alt. No. 7
Alt. No. 8

Add
Add
Add
Add
Add
Add
Add

Add

ADMINISTRATION ANNEX II RENOVATICN
THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON

Bids Received February 2, 1988,

at

The University of Texas Medical Branch at Galveston

Lebco Constructors,
Houston, TX

Inc.

$2,000,800
Sprinkler System 76,900
Gypsum Floor Underlayment 36,400
Elevator Modifications 48,600
Temperature Controls 97,800
New Roof 85,300
Lightning Protection 11,650
Exterior Painting 47,600
Trash Conveying System (Portion) 135,500

TOTAL -~ Baseée Bid Plus Alternate Bid Item

Nos.

1, 2,

3, 4, 5, 6, 7 and 8

$2,540,550

JG Gonzalez Inc.
Houston, TX

$2,133,000
23,250
36,600
46,500
98,575
104,000
11,930
45,400

137,530

$2,636,785

Rogers
Constructors, Inc.
Houston, TX

$2,136,200
75,200
37,100
62,000
100,000
84,900
11,900
41,000

159,300

52,707,600
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CONTRACTOR

BASE

Alt.
Alt.
Alt.
Alt.
Alt.
Alt.
Alt.

Alt.

BID

No.

No.

No.

No.

No.

No.

No.

No.

Add
Add
Add
Add
Add
Add
Add

Add

ADMINISTRATION ANNEX II RENOVATION

THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON

(Construction Bids Continued)

E. G. Lowry Company,

TOTAL - Base Bid Plus Alternate Bid Item

2,

Houston, TX

$2,263,000
Sprinkler System 75,600
Gypsum Floor Underlayment 14,700
Elevator Modifications 45,700
Temperature Controls 95,000
New Roof 70,000
Lightning Protection 11,500
Exterior Painting 37,400
Trash Conveying System (Portion) 144,000
3, 4, 5, 6, 7 and 8 $2,756,900

Mission

Construction,
Houston,

TX

$2,197,000
77,000
58,000
64,000
98,000
57,000
12,000

45,000

164,000

Don Tarpey
Construction Company
Texas City, TX

$2,772,000

$2,262,000
85,000
25,000
58,000
91,000
99,000
14,000
39,000

106,000

$2,779,000
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ADMINISTRATION ANNEX II RENOVATION
THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON
(Construction Bids Continued)

Gene D. Liggin, Inc. '~ Comex Corporation
CONTRACTOR Houston, TX Deer Park, TX
BASE BID $2,210,000 | $2,296,500
Alt. No. 1 - Add sprinkler System 74,472 73,000
Alt. No. 2 - Add Gypsum Floor Underlayment 36,740 34,000
Alt. No. 3 - Add Elevator Modifications 46,342 46,600
Alt. No. 4 - Add Temperature Controls 97,370 ‘78,400
Alt. No. 5 = Add New Roof 132,839 98,000
Alt. No. 6 - Add Lightning Protection 11,770 15,000
Alt. No. 7 =~ Add Exterior Painting 47,080 48,000
Alt. No. 8 - Add Trash Conveying System (Portion) 130,126 145,000

TQTAL - Base Bid Plus Alternate Bid Item
Nos. 1, 2, 3, 4, 5, 6, 7 and 8 52,786,739 52,834,500



6. U. T. Medical Branch - Galveston - New Parking Structures
(Project No. 601-670): Recommended Award of Construction
Contract to Manhattan Construction Company, Houston,
Texas (Bxec. Com. Letter 88-17).--

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President James and the Office of the Chancellor that the

U. T. Beoard of Regents award a construction contract for the
New Parking Structures at U. T. Medical Branch - Galveston
to the lowest responsible bidder, Manhattan Construction
Company, Houston, Texas, for the Base Bid and Alternate Bid
Item Nos. 1, 2, 3, 4, 5, 6, 7, 8, 9 and 10, in the amount
of $5,424,000.

BACKGROUND INFORMATION

In accordance with authorization of the U. T. Board of
Regents in December 1987, bids for the construction of New
Parking Structures at the U. T. Medical Branch -~ Galveston
were received and opened on March 15, 1988, as shown on
Pages Ex.C 10 - 11.

The recommended contract award to Manhattan Construction
Company, Houston, Texas, in the amount of $5,424,000 can be
made within the authorized total project cost of $6,500,000.

The total project cost is composed of the following elements:

Construction Cost $5,424,000
Fees and Administrative Expenses 484,100
Future work 380,000
Miscellaneous Expenses 58,000
" Project Contingency 143,900
Total Project Cost $6,500,000

Funds for this project have been previously appropriated from
revenue bond proceeds in the amount of $5,500,000 and U. T.
Medical Branch - Galveston unappropriated balances in the
amount of §1,000,000.

This project was approved by the Texas Higher Education Coordi-
nating Board in December 1987.
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CONTRACTOR
BASE BID

Alt. No. 1
Alt. No. 2
Alt. No. 3
Alt. No. 4
Alt. No. 5
Alt. No. 6
Alt. No. 7
Alt. No. 8
Alt. No. 9
Alt. No. 10

TOTAL - Base
Nos.

Bids Received March 15,

NEW PARKING STRUCTURES
THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON

1988,

at

The University of Texas Medical Branch at Galveston

Construction Company

Manhattan

Houston,

TX

Add Utility Structure

Add Plumbing/Electrical to
Utility Structure

Add 1750KVA Emergency Generator

Add Admin. Building
Electrical Extensions

Add Admin. Electrical Renovation
Add Canopy Link to Garage

Add Existing Elevator Extension
Add Garage Deck Coating

Add Concrete Pavers

Add Util. Extensions
from John Sealy Hospital

Bid Plus Alternate Bid Item
1, 2, 3, 4, 5, 6, 7, 8, 9 and 10

$3,669,000

289,000

349,000

333,000

80,000
80,000
46,000
55,000
115,000

183,000

225,000

$5,424,000

Gene D. Liggin, Inc.

Houston,

TX

$3,895,000

229,000

354,500

332,000

34,000
87,300
63,400
33,700
117,700

96,900

248,600

$5,492,100

Cahaba
Construction Company
Houston, TX

$4,090,000

206,000

356,000

392,000

64,000
79,000
57,000
54,000
113,000

96,000

233,000

$5,740,000
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NEW PARKING STRUCTURES
THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON
(Construction Bids Continued)

W. S. Bellows

E. G. Lowry Company, Inc. Construction Corporation
CONTRACTOR Houston, TX Houston, TX
BASE BID $4,092,000 54,489,000
Alt. No. 1 =~ Add Utility Structure 286,700 235,000
| Alt. No. 2 =~ Add Plumbing/Electrical to
Utility Structure 359,600 : 385,000
Alt. No. 3 - Add 1750KVA Emergency Generator 350,000 360,000
- Alt. No. 4 - Add Admin. Building Electrical
Extensions 88,600 60,000
Alt. No. 5 - Add Admin. Electrical Renovation 76,800 79,000
Alt. No. 6 - Add Canopy Link to Garage 66,600 86,000
Alt. No. 7 - Add Existing Elevator Extension 55,400 54,000
Alt. No. 8 - Add Garage Deck Coating 118,400 ' 168,000
Alt. No. 9 - Add Concrete Pavers 169,800 170,000

Alt. No. 10 - Add util. Extensions
from John Sealy Hospital 217,500 378,000

TOTAL - Base Bid Plus Alternate Bid Item
Nos. 1, 2, 3, 4, 5, 6, 7, 8, 9 and 10 $5,881,400 $6,464,000
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Date: April 14, 1988
Time: Following the meeting of the Executive Committee
Place: Caduceus Room, 6th Floor, Administration Building
U. T. Medical Branch - Galveston
1. U. T. System: Docket No. 39 of the Qffice
B of the Chancellor
2. U. T. System: Request for Authorization
to Implement a Flexible Benefits Program
for Employees
3. U. T. System: Proposed Amendments to Qual-
ifications for Commissioned Law Enforcement
Personnel
4. U. T. System: Proposed Policies for Prepa-

FINANCE AND AUDIT COMMITTEE
Committee Chairman Roden

ration of Legislative Budget Requests for
the 1990-1991 Biennium

F&A - 1
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1. U. T. System: Docket No. 39 of the oOffice of the Chancel-
lor.--

RECOMMENDAT ION

It is recommended that Docket No. 39 of the Office of the Chan-
lor be approved.

It is requested that the Committee confirm that authority to
execute contracts, documents, or instruments approved therein
has been delegated to the officer or official executing same.

2. U. T. System: Request for Authorization to Implement a
Flexible Benefits Program for Employees.--

RECOMMENDATION

The Office of the Chancellor requests authority to implement a
flexible benefits program as defined by Internal Revenue Code
(IRC), Sections 125 and 129, for employees of the component
institutions of the U. T. System effective September 1, 1988.
The program to be known as UTFLEX will permit employees to
choose among certain nontaxable benefits. The source of funds
for UTFLEX will be employee contributions by means of a salary
redirection agreement entered into between plan participants
and the U. T. System. These contributions are considered
employer funds for accounting, administrative, and tax purposes.

The proposed flexible benefits plan to be offered to emplovees
contains three major categories of available benefit options:

(a) an insurance premium redirection account
{(b) a medical expense reimbursement account
(c) a dependent care reimbursement account.
The three proposed benefit options are as described below:

(a) Insurance Premium Redirection Account

This account will allow eligible participants to
enter into salary redirection agreements with the

U. T. System for the payment of insurance premiums
in excess of State premium sharing ($115 effective
September 1, 1988). Contributions made under this
account will be considered on a pre-tax basis.

The insurance premium redirection account may be
used in conjunction with medical and HMO coverage,
the first $50,000 of employee life insurance, depen-
dent life insurance, accidental death and dismember-
ment insurance, disability insurance, and dental
insurance. :

(b) Medical Expense Reimbursement Account

This account will allow eligible participants to
elect to have a portion of their annual compensation
redirected through UTFLEX to cover medical expenses
which are not otherwise covered by the group health
insurance plan or the various health maintenance
organizations approved by the U. T. System. Employee
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(c)

funds used to pay these expenses will thus be treated
as pre-tax dollars. Non-covered medical expenses
include, but are not limited to, items such as:
group health insurance deductibles and coinsurance
features, eyeglasses, and spouse or dependent insur-~
ance premiums for medical insurance coverage not
associated with U. T. System employment. There will
be a minimum $15 per month contribution requirement
and participants will be permitted to contribute up
to a maximum of $5,000 per plan year to the medical
expense reimbursement account.

Dependent Care Reimbursement Account

This account will allow eligible participants to pay
for those monthly expenses associated with day care
programs for children under 15, and for certain men-
tally or physically handicapped dependents of any
age on a pre-tax basis. Applicable IRS regulations
limit yearly dependent care contributions to $5,000
($2,500 for married taxpayers filing separately).

As in the medical expense reimbursement account, a
minimum $15 monthly contribution will be required.
The plan will limit reimbursement to eligible par-
ticipants rather than permitting payment to day care
vendors. ‘

With regard to plan design in general, the following require-
ments are to be included:

(a)

(b)

(c)

(d)

(e)

(f)

(g9)

(h)

(1)
(1)

(k)

The plan year has been defined as September 1st
through August 31st.

The salary redirection agreement is to be
effective for the duration of each plan year,
must be irrevocable during the plan year, and
may be renewed at the beginning of subsequent
pPlan years.

All insurance eligible employees 