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We, the undersigned members o{ the Bo;lrd of Pegents of The
Umversxty of Texas System, hereby r'mfy and approve all

actions taken at this meetmg (July 27, 1973) to be”reflected
in the MmuteSv

o

Slgned this the 27th day of July, 1973, A.D.

/ W/ (y e/)/t/

A, G. McNeeg Jr., Chairmdan

o

rank C. Erwin, Jr., Wber

G ——

ins Garrett, Member

{/«

Mrs. Lyndon B. Johinsox;, Member

o

. Nelson, M.D., Member

shivers, Membler




" MEETING NO. 715

FRIDAY, JULY 27, 1973. --The Board of Regents of The University of °
| Texas System convened in regular session at 9:00 a.m. on Friday, .

" 1July 27, 1973, in the Main Building, Room 212, The University of Texas

‘ :at Austm Austm Texas. -

{

ATTENDANCE --

Present Absent

Chairman McNeese, Presiding . RegentTMrs ) Johnson - excused
Vice-Chairman Williams :

Regent Bauerle

Regent Clark

Regent Erwin

Regent Garrett

Regent Nelson

Regent Shivers

Secretary Thedford

Chancellor LeMaistre
Chancellor Emeritus Ransom
Deputy Chancellor Walker

The meeting was called to order by Chairman McNeese.
O
vz

APPROVAL OF MINUTES OF JUNE 1, 1973. --The Mmutes of the regular
meeting of the Board of Regents of The University of Texas System held
in Galveston on June:1, 1973, were unanimously approved in the form
distributed by the: Secretary and recorded in the Permanent Minutes,
Volume XX, beginning with Page 2935 , upon motion of Regent Nelson

duly seconded.

U. T. SYSTEM: (1) RESOLUTION AUTHORIZING THE ISSUANCE OF
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM PER-
MANENT UNIVERSITY FUND BONDS, NEW SERIES 1973, IN THE
AMOUNT OF $11, 000,000 AND AWARDING THE SALE OF THE BONDS
TO DREXEL BURNHAM & CO., INCORPORATED, (2) DESIGNATION
OF BANK OF THE SOUTHWEST NATIONAL ASSOCIATION, HOUSTON,
HOUSTON, TEXAS, OR MANUFACTURERS HANOVER TRUST, NEW
YORK, NEW YORK, OR CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO, CHICAGO, ILLINOIS, AS THE
PAYING AGENTS AND (3) AWARD OF CONTRACT TO PRINT BONDS
TO STECK-WARLICK COMPANY, THE STECK DIVISION, AUSTIN,
TEXAS. --The resolution set out on Pages 2 - 13 was duly introduced
for the consideration of said Board and read in full. It was then duly
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moved by Regent Clark and seconded by Regent Shivers that said
i resolution be adopted; and, after due discussion, said motion carrying
t with it the adoption of said resolution, prevailed and carried by the "

following vote: ,

AYES: All members of said Board shown present on
~ Page 1 voted'Aye."

NOES: None. °

The adoption of this resolution authorized issuance of Board of Regents
of The University of Texas System Permanent University Fund Bonds,
‘New Series 1973, in the amount of $11, 000,000 and awarded the sale of
the bonds to Drexel Burnham & Co. , Incorporated, for the principal
lamount thereof and accrued interest thereon to date of delivery plus

‘a premium of $1,032.90 (Page 13 ) and at the interest rates reflected
onPage 7 . The effective interest rate is 5.13859%.

TRE

Upon motion of Regent Clark, seconded by Regent Shivers, the bid of
Bank of the Southwest National Association, Houston, Houston, Texas,
ito serve as Paying Agent for the Board of Regents of The University of
| Texas System Permanent University Fund Bonds, New Series 1973, in
'the amount of $11, 000, 000, was accepted. The Co-paying Agents desig-
'nated were Manufacturers Hanover Trust, New York, New York, and
iContinental Illinois National Bank and Trust Company of Chicago,
‘Chicago, Illinois (Pages 8 , 10 ). The Paying Agent will pay the.
iBoard of Regents the sum of $1,479 to act as the agent and will make
;no charge for payment of bonds and coupons. In reply to Chairman
!McNeese's request of Mr. W. R. Long, Trust Officer in the Office of
§Investments, Trusts and Lands, to assure him that the bid of the Bank
of the Southwest National Association was the best bid received (since
;Chairman McNeese is connectéd with the Bank of the Southwest),
Mr. Long assured him that the Bank of the Southwest National Associa-
tion was the only bidder that offered to pay to be the paying agent.
Chairman McNeese abstained from voting.
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It was duly moved by Regent Clark, seconded by Regent Shivers and
unanimously approved, that the printing contract for Board of Regents of
The University of Texas System Permanent University Fund Bonds, New
Series 1973, in the amount of $11, 000, 000 be awarded to Steck-Warlick
Company, The Steck Division, Austin, Texas. These bonds are to be
printed according to specifications with lithographed borders for the sum
of $864, there being 5 interest rates.

RESOLUTION

BY THE BOARD OF REGENTS OF THE UNIVERSITY OF
TEXAS SYSTEM AUTHORIZING THE ISSUANCE OF BOARD
OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND BONDS, NEW SERIES
1973, IN THE AMOUNT OF $11,000,000

WHEREAS, the Board of Regents of The University of
Texas System (hereinafter sometimes called the '"Board") hereto-
fore has authorized, issued, and delivered that issue of Board
of Regents of The University of Texas Permanent University Fund
Refunding Bonds, Series 1958, dated July 1, 1958, said bonds
having been authorized pursuant to the provisions of Section
18, Article VII of the Texas Constitution; and
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: WHEREAS, said Refunding Bonds, Series 1958,were payable
 from and secured by a first lien on and pledge of the Interest

of The University of Texas System in the income from the Permanent
University Fund, in the manner and to ‘the extent provided in the
resolution authorizing said Refunding Bonds, Series 1958; and

? WHEREAS, the resolution adopted on July 23, 1958,
authorizing the issuance of said Refunding Bonds, Series 1958,
reserved the right and power in the Board to issue, under certain
conditions, Additional Parity Bonds and Notes for the purposes
and to the extent provided in Section 18, Article VII of the
Texas Constitution, said Additional Parity Bonds and Notes to be
on a parity with the aforesaid Refunding Bonds, Series 1958, and
equally and ratably secured by and payable from a first lien on
and pledge of the Interest of The University of Texas System in
the income from the Permanent University Fund, in the same manner
and to the same extent as are said Refunding Bonds, Series 1958;
and : ‘

WHEREAS, Section 18, Article VII of the Texas Con-
stitution provides that the Board is authorized to issue negoti-
able bonds and notes for the purpose of constructing, equipping,
or acquiring buildings or other permanent improvements for The
University of Texas System, in a total amount not to exceed two-
thirds (2/3) of Twenty per cent (20%) of the value of the Per-
manent University Fund, exclusive of real estate, at the time
of any issuance thereof; and

WHEREAS, the Board heretofore has authorized, issued,
sold and delivered its Permanent University Fund Bonds, Series
1959, Series 1960, Series 1961, Series 1962, Series 1963,
Series 1964, Series 1965, and Series 1966, as installments or
issues of such Additional Parity Bonds; and o

WHEREAS, the Board has deemed it necessary and ad-
visable that no more of said Additional Parity Bonds shall be
issued because of the excessively restrictive Permanent
University Fund -investment covenants made in connection with
all of the aforesaid Permanent University Fund Bonds heretofore
issued; and :

; WHEREAS, the Board is required by law to keep said
investment covenants in full force and effect as to all of the
aforesaid Permanent University Fund®Bonds heretofore issued and
to affirm the first lien on and pledge accruing to said out-
standing Permanent University Fund Bonds heretofore issued on
the Interest of The University of Texas System in the income
fro%Kthe Permanent University Fund; and

WHEREAS, pursuant to a resolution adopted on June 16,
1967, the Board authorized, issued, sold, and delivered an in-
stallment or issue of negotiable bondé&ﬁesignated as the Board
of Regents of The University of Texas System Permanent University
Fund Bonds, New Series 1967, dated July 1, 1967 (hereinafter
sometimes called the '"New Series 1967 Bonds"), in the principal
amount of $14,000,000, payable from and secured by a lien on and
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pledge of the Interest of The University of Texas System in the
Permanent University Fund, subject only and subordinate to the

first lien on and pledge of said Interest heretofore created in’
connection with the aforesaid outstanding Permanent University

. 'Fund Bonds; and ;

WHEREAS, in said resolution adopted on June 16, 1967
the Board set forth the terms and conditions under which addi-
tional bonds may be issued to be on a parity with the aforesaid
New:Series 1967 subordinate lien bonds, and the Board has issued
its. Permanent University Fund Bonds, New Serles 1968, New Series
1969, New Series 1970, New Series 1971, and“New Serles 1972
in accordance there=ith; and :

WHEREAS, the Board has determlned to. authorlze issue,
sell, and dellver another 1nstallment or issue of such sub- ;
ordlnate lien parity New Séries Bonds in the principal amount
of §11,000,000; and ‘

WHEREAS, the Board héreby officially finds_and de-
termines that the value of the Permanent Unlver51ty‘Fund ex-
iclu31ve of real estate, is in excess of $661,000,000. ¢

JETHEREFORE 'BE IT RESOLVED BY THE BOARD OF REGENTS OF THE
§U"\IIVLRSITY OF TEXAS SYSTEM:

1. Throughout this resolution the follow1ng terms
and expressions as used herein shall have the meanings set
forth below:

The term 'Permanent University Fund," ”Permanent Fund,"
' and "Fund" used interchangeably herein shall mean the Permanent
University Fund as created by Article VII, Section 11 of the
Texas Constitution, further implemented by the provisions of
Title 49, Chapter l of the Revised C1v11 Statutes of Texas,
1925, as amended and supplemented.
4

The expression '"'Interest of the University" in the
Permanent University Fund shall mean all of the income to such
Fund from grazing leases on University lands, and all of the
other income from such Fund, after making prov131on for the pay-~
ment of the University's proportlon of the expenses of adminis-
tering such Fund, excepting one-third of the income arising and
accruing to The Texas A&M University from the 1,000,000 acres
of land appropriated by the Constitution of 1876 and the land
appropriated by the Act of 1883, as more particularly defined
1°by Chapter 42, Acts of the Forty-second Legislature, Regular
Session, 1931 (Article 2592, Vernon's Annotated Civil Statutes
of Texas) >

The term ''Resolution' as used herein and in the Bonds
shall mean this resolution authorizing the Bonds,
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The term '"Bonds" or 'New Series 1973 Bonds' shall mean
' the New Series 1973 Bonds authorized in this Resolution, unless
| the context clear}y indicates otherwise,

The ter&Q'Old Series Outstanding Bonds" shall mean the
i outstanding bonds of the<following issues: ,
: | I

Board of Regents of The University of Texas Permanent
i University Fund Bonds, Series 1959, dated July 1, 1959, ori-
; ginally issued in the amount of $4,000,000, pursuant to a reso-
| lution adopted on July 9, 1959,

Board of Regents of The University of Texas Permanent

University Fund Bonds, Series 1960, dated July 1, 1960, ori-
| ginally issued in the amount of $§5, OOO 000, pursuant to a reso:«
‘ lution adopted on July 13, 1960. .
‘ Board of Regents of The University of Texas Permanent
| University Fund Bonds, Series 1961, dated July 1, 1961, ori-
| ginally issued in the amount $6,000,000, pursuant to a reso-
| lution adopted on July 11, 1961,

y Board of Regents of The University of Texas Permanent

. University Fund Bonds, Series 1962, dated July 1, 1962, ori-

. ginally issued in the amount of $5,000,000, pursuant to a reso-

i lution adopted on June 29, 1962, & ‘
Board of Regents of The University of Texas Permanent

‘University Fund Bonds, Series 1963, dated July 1, 1963, ori-

! ginally 1ssued in the amount of $4 000,000, pursuant to a reso-

i lution adopted on July 12, 1963, ¢

Board of Regents of The University of Texas Permanent
University Fund Bonds, Series 1964, dated July 1, 1964, ori-
i ginally issued in the amount of $4,000,000, pursuant to a reso-
lution adopted on June 26, 1964.

Board of Regents of The University of Texas Permanent
University Fund Bonds, Series 1965, dated July 1, 1965, ori-
ginally issued in the amount of $6,000,000, pursuant to a reso-
lution adopted on July 16, 1965.

Board of Regents of The University of Texas Permanent
University Fund Bonds, Series 1966, dated July 1, 1966, ori-
ginally issued in the amount of $11,000,000, pursuant to a
resolution adopted on July 8, 1966. o

2

The term '"New Series Additional Parity Bonds and Notes
and "Additional Parity Bonds and Notes' shall mean the addition-
al parity bonds and the additional parity notes permitted to be
issued pursuant to Section 11 of the Resolution adopted ‘on June
16, 1967, authorizing the issuance of Board of Regents of The
University of Texas System Permanent University Fund Bonds,

New Series 1967, dated July 1, 1967.

The term "New Series Outstanding Bonds' shall mean the
“outstanding bonds of the follow1ng issues:
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| Board of Regents of The University of Texas System
gPermanent University Fund Bonds, New Series 1967, dated July 1,
1’1967, originally issued in the amount of $14,000,000, pursuant
to a resolution adopted on June 16, 1967.

!
|
i
|
i
I

Board of Regents of The ‘University of Texas System
Permanent University Fund Bonds, New Series 1968, dated July 1,
1968, originally 'issued in the amount of $15,000,000, pursuant
to a resolution adopted on June 25, 1968. ‘

Board of Regents of The University of Texas é?@tem
Permqpent University Fund Bonds, New Series 1969, dated July 1,
1969, originally issued in the amount of $7,000,000, pursuant
to a resolution adopted on June 20, 1969.

| Board of Regents of The University of Texas System
Permanent University Fund Bonds, New Series 1970, dated July 1,
1970, originally issued in the amount of $7,500,000, pursuant
tc a resolution adopted on July 10, 1970.

Board of Regents of The University of Texas System
Permanent University Fund Bonds, New Series 1971, dated July 1,
1971, originally issued in the amount of $9,000,000, pursuant
‘to a resolution adopted on June 4, 1971,

} Board of Regents of The University of Texas System
gPermanent University Fund Bonds, New Series 1972, dated July 1,

{1972, originally issued in the amount of $9,000,000, pursuant
! to a resolution adopted on June 9, 1972. ‘

The term "Board" shall mean the Board of Regents of
The University of Texas System.

2. That said Board's negotiable coupon bonds, to be _
designated the "BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS
SYSTEM PERMANENT UNIVERSITY FUND BONDS, NEW SERIES 1973", are
hereby authorized to be issued and delivered in accordance with
the Constitution and laws of the State of Texas in the principal
amount of $§11,000,000 FOR THE PURPOSE OF CONSTRUCTING, EQUIPPING,
OR ACQUIRING BUILDINGS OR OTHER PERMANENT IMPROVEMENTS FOR THE
UNIVERSITY OF TEXAS SYSTEM, to the extent and in the manner pro-
vided by law. '

3. That said bonds shall be dated JULY 1, 1973, shall
be in the denomination of $5,000 EACH, shall be numbered con-
secutively from -1 THROUGH 2200, and shall mature serially on
JULY 1 in each of the years, and in the amounts, respectively,
as set forth in the following schedule: '

YEARS AMOUNTS YEARS AMOUNTS YEARS AMOUNTS

1974 $440,000 1981 $495,000 1988 $605,000
1975 440,000 1982 550,000 1989 605,000
1976 440,000 1983 550,000 1990 - 660,000
1977 440,000 1984 550,000 1991 660,000
1978 495,000 1985 550,000 1992 660,000
1979 495,000 1986 605,000 1993 660,000
1980 495,000 1987 605,000

-6 -
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Said bonds may be redeemed prior to their, schcdulcd maturitdes,
at the option of said Board, on the dates stated, for the pf% ces
and in the-manner provided, "'in the FORM OF BOND set forth in \§3:
this® Resolution; and further, said bonds shall be registrable

as to principal only, at the option of the owner, in the manner
provided in said FORM OF BOND.

: . 4. .That the bonds scheduled to mature during the years
respectively, set forth below shall bear interest from-their date,
untll maturlty or redemption, at the following rates per annum:

b

maturities 1974 through 1977, 6.00 %

maturities 1978 through 1987, 5.00 7%

maturities 1988 through 1989, 5.10 %

maturities 1990 through 1991, 5.207%

maturities 1992 through 1993, 5.25 %
Said interest shall be evidenced by interest coupons which shall
appertain to said bonds, and which shall be payable on the dates
stated in tbe -FORM-OF BOVD set forth in this Resolution.

o v 5. That said bonds and interest coupons shall be pay-
| able, shall have the characteristics; and shall be signed and ex-
E ecuted (and said bonds shall be sealed), all as provided, and in
i the manner lndlcated in the FORM OF BOND set forth in thlf Reso-
lution. E

: 6. That the form of said bonds, including the form of
Registration Certificate of. the Comptroller of Public Accounts of
the State of Texas to be printed and endorsed on each of said
b

onds, the form of the aforesaid interest coupons which shall
appertaln and be attached initially to each of said bonds, and
the form of endorsement for registration as to principal, shall
be, respectively, substantially as follows:

FORM OF BOND:

NO.,
UNITED STATES OF AMERICA
STATE OF TEXAS )
BOARD OF REGENTS OF THE UNIVERSITY.OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND BOND
NEW SERIES 1973

ON JULY 1, 19__, the BOARD OF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM promlses to pay to bearer, or if this bond be
registered as to principal, then to the registered owner hereof,
the principal amount of ;

FIVE THOUSAND DOLLARS

and to pay interest thereon, from the date hereof, at the rate of
% per annum, evidenced by interest coupons payable JANUARY 1,
1974, and semi- annually thereafter on each JULY 1 and JANUARY 1
while this bond is outstanding. The principal of this bond and
the interest coupons appertaining hereto shall be payable to
bearer, in lawful money of the United States of America, without
exchange or collection charges to the bearer, upon presentation

S
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.and surrender of this bond or proper interest coupon, at Bank of
the Southwest National ‘Association, Houston, Houston, Texas, or
at the option of the bearer, at Manufacturers llanover Trust, New
York, New York, or at Continental Illinois National Bank and Trust
Company of Chicago, Chicago, Illinois, which places shall be the
piaying agents for this Series of bonds.

: THIS BOND is one of a Series of negotiable coupon bonds
dated JULY 1, 1973, issued in the principal amount of $11,000,000
FOR THE PURPOSE OF CONSTRUCTING, EQUIPPING, OR ACQUIRING BUILDINGS
i OR OTHER PERMANENT IMPROVEMENTS FOR THE UNIVERSITY OF TEXAS SYSTEM,
i to the extent and in the manner provided by law, in accordance
with the provisions of the Amendments to Section 18, Article VII
of the Texas Constitution, adopted by a vote of the people of

Texas on November 6, 1956, and on November 8, 1966.

ON JULY 1, 1983, OR ON ANY INTEREST PAYMENT DATE THERE-
AFTER, any outstanding bonds of this Series may be redeemed prior
. to their scheduled maturities, at the option of said Board, IN
| WHOLE, OR IN PART IN INVERSE NUMERICAL ORDER, for the price of
| par and accrued interest to the date fixed for redemption, plus a
' premium of 2% of the par value if redeemed on or prior to JANUARY
. 1, 1988, with such premium to be reduced on and after JULY 1,
1988, to 1%, At least thirty days before the date fixed for any
. such redemption the Board shall cause a written notice of such
- redemption to be published at least once in a financial publi-
j cation published in the City of New York, New York. By the date
| fixed for any such redemption, due provision shall be made with
. the paying agents for the payment of par and accrued interest to
. the date fixed for redemption of the Bonds to be redeemed, plus
| the required premium. If the written notice of redemption is
| published, and if due provision for such payment is made, all as
. provided above, the bonds, which are to be so redeemed, thereby
automatically shall be redeemed prior to maturity, and they
shall not bear interest after the date fixed for redemption, and
shall not be regarded as being outstanding except for the purpose
of being paid by the paying agents with the funds so provided for
such payment. ' :

, IT IS HEREBY certified, recited, and covenanted that
this bond has been duly and validly issued and delivered; that
all acts, conditions, and things required or proper to be per-
formed, exist, and be done precedent to or in the issuance and
delivery of this bond have been performed, existed, and been
done in accordance with law; and that the interest on and prin-
cipal of this bond, and the Series of which it is a part, to-
gether with other New Series Outstanding Bonds, are equally and
ratably secured by and payable from a lien on and pledge of the
Interest of The University of Texas System in the income from
the Permanent University Fund, as such Interest is apportioned
by Chapter 42 of the Acts of the Regular Session of the 42nd
Legislature of Texas, subject only and subordinate to the first
lien on and pledge of said Interest heretofore created in
connection with the Old Series Outstanding Bonds (as sich terms
are defined in the Resolution authorizing this Series of bonds).
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SAID BOARD has reserved the right, subject to the
restrictions referred to in the Resolution authorizing this
Series of bonds, to issue additional parity bonds and notes
which also may be secured by and made payable from a lien on
and pledge of the aforesaid Interest of The University of Texas
System in the income from the Permanent University Fund, in the
same manner and to the same extent as this Series of bonds.

: b .

THIS BOND, at the option of the owner hereof, is
registrable as to principal only on the books of the Registrar;
For such purpose the Comptroller of The University of Texas ’
System shall be the Registrar. 1If registered, the fact of regis-
tration shall be noted on the back hereof and thereafter no
transfer of this bond shall be valid unless made on the books of
the Registrar at the instance of the registered owner and similar-
ly noted hereon. Registration as to principal may be discharged
by transfer to bearer, after which this bond again may be regis-
tered as before. The registration of this bond as to principal
! shall not affect or impair the negotiability of the interest
ﬁcoupons appertaining hereto, which shall continue to be negotiable
gby delivery merely. Subject to said provisions for the regis-

tration of this bond as to principal only, nothing contained
' herein shall affect or impair the negotiability of this bond,
i and this bond shall constitute a negotiable instrument within
' the meaning of the laws of the State of Texas.

IN WITNESS WHEREOF, this bond and the interest coupons
| appertaining hereto have been signed with the facsimile signature
of the Chairman of said Board and countersigned with the fac-
simile signature of the Secretary of said Board, and the offi-
cial seal of said Board has been duly impressed, or placed in
facsimile, on this bond.

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM

Secretary Chairman

FORM OF REGISTRATION CERTIFICATE:

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

I hereby certify that this bond has been examined, cer-
tified as to validity, and approved by the Attorney General of the
State of Texas, and that this bond has been registered by the
Comptroller of Public Accounts of the State of Texas.

Witness my signature and seal this

Comptroller of Public Accounts of
the State of Texas.

g R R R ARt 2 ¢ e
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FORM OF INTEREST COUPON:

NO. ' " $

Pe——

ON 1, 19 , THE BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM, promises to pay to bearer the
amount showg on this interest coupon, in lawful money of the
United States of America, without .exchange or collection
charges to the bearer, unless due provision has been made for
the redemption prior to maturity of the bond to which this in-
terest coupon dppertains, upon presentation and surrender of
this interest coupon, at Bank of the Southwést National
Association, Houston, Houston, Texas, or, at the option of
the bearer, at Manufacturers Hanover Trust, New York, New York,
or at Continental Illinois National Bank and Trust Company of
Chicago, Chicago, Illinois, said amount being interest due
that day on the bond, bearing the number hereinafter desig-
nated, of that issue of BOARD OF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND BONDS, NEW SERIES
1973, DATED JULY 1, 1973, BONDvNOB .

e

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM

S%cretafy n Chairman
'FORM OF ENDORSEMENT FOR REGISTRATION AS TO PRINCIPAL:
ENDORSEMENT FOR REGISTRATION AS TO PRINCIPAL

(NO WRITING TO BE MADE HEREON EXCEPT BY THE
REGISTRAR DESIGNATED FOR THIS ISSUE OF BONDS)

It is hereby certified that, at the request of the
owner of the within bond, I have this day registered it as to
Principal in the name of such owner, as indicated: in the regis-~
tration blank below, on the books kept by me for such purpose.
The principal of this bond shall be payable only to the register-
ed owner hereof named in the registration blank below, or his
legal representatives, and this bond shall be transferable only
on the books of the Registrar and by an appropriate notation in
such registration blank. If the last transfer recorded on the
books of the Registrar and in the registration blank below shall
be to bearer, the principal of this bond shall be payable to
bearer and it shall be in all respects negotiable. 1In no case
- shall negotiability of the interest coupons appertaining hereto
be affected or impaired by any registration as to principal.

NAME OF REGISTERED DATE OF SIGNATURE OF
OWNER REGISTRATION REGISTRAR
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7. (a) It is hereby certified and recited that the
Bonds authorized in this Resolution are Additional Parity Bonds
permitted to be issued under Section 1l of the resolution of the
Board adopted on June 16, 1967, authorizing the issuance of Board
of Regents of The Unlver51ty of Texas System Permanent University
Fund Bonds, New Series 1967, dated July 1, 1967, and that all
conditions and requirements oE~sa1d Sectlon 11 have been or will
be met prior to the delivery of the New Series 1973 Bonds herein
authorized. The New Series 1973 Bonds and the New Series Out-
standing Bonds are and shall be on a parity and in all respects
of equal dignity, ;

(b)" Pursuant to the provisions of the Amendments to
Section 18 of Article VII of the Texas Constitution, approved by
vote of the people of Texas on November 6, 1956, and on November
8, 1966, the New Series 1973 Bonds, the New Series Outstanding
Bonds, and any other New Series 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 lien on
and pledge of the Interest of the University in the income from
the Permanent University Fund, as such Interest is defined in
Section 1 of this Resolution, subject only and subordinate to the
first lien on and pledge of said Interest heretofore created in
connection with the 0ld Series Outstanding Bonds.

8. (a) The aforesaid resolution adopted June 16,
1967, authorizing the issuance of the Permanent University Fund
Bonds, New Series 1967, has provided that the Comptroller of
Public Accounts of the State-of Texas shall establish in the
State Treasury a fund to be known as '"Board of Regents of The
University of Texas System New Series Permanent University Fund
Interest and Sinking Fund" (hereinafter called the "Interest and
Sinking Fund"). In addition to the moneys required to be trans-
ferred to the credit of the Interest and Sinking Fund in connec-
tion with the New Series Outstanding Bonds, the Comptroller of
Public Accounts of the State of Texas shall, for the benefit of
the New Series 1973 Bonds, transfer to the Interest and Sinking
Fund, out of The Unlver31ty of Texas System Available University
Fund (the fund in the State Treasury to which is deposited the
Interest of the University), on or before November 15, 1973,
and semi-annually thereafter on or before May 15 and November 15
of each year while the New Series 1973 Bonds, or interest there-
on, are outstanding and unpaid, the amount of interest or prin-
cipal and interest which will become due on the New Series 1973
Bonds on the January 1 or July 1 next following. It is hereby
;rucognlzed that the amounts necessary for the payment of pr1nc1-
pal ‘and interest on the Old Series Outstanding Bonds will have
been transferred on or before May 1 and November 1 of each year
from the aforesaid Available University Fund to the interest
and sinking fund heretofore created for the benefit of the.0ld
Series Outstanding Bonds.

¢ : (b) To the end that money will be available at the
places of payment in ample time to pay the principal of and in-
terest on the Bonds as such principal and interest respectively
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mature, on or before November 15/ 1973, and semi-annually there-

i after on or before May 15 and November 15 of each year while any
of the New Series 1973 Bonds, or interest thereon, are outstand-

. ing and unpaid, the Comptroller of The University of Texas System,
or such officer as may hereafter berdesignated by the Board to
perform the duties now vested in such officer, shall perform the
following duties: =

(1) Prepare and file with the Comptroller of Public
Accounts of the State of Texas (hereinafter called the
"Comptroller of Public Accounts") a voucher based on which
the Comptroller of Public Accounts shall draw a warrant
against the Interest and Sinking Fund in the amount of
the interest or principal and interest (when both are
scheduled to accrue and mature). which will become due on
the January 1 or July 1 next following.

(2) 1In the event New Series 1973 Bonds shall have
been called for redemption on January 1 or July 1 next
following of any year, prepare and file with the Comptroller
of Public Accounts a voucher based on which the Comptroller
of Public Accounts shall draw a warrant against funds of
The University of Texas System legally available for such
purpose in an amount sufficient to redeem the New Series
1973 Bonds thus called. ) ’

(c) Whenever a voucher is so filed with the Comptroller
of Public Accounts, he shall make the warrant based thereon pay-
able to the order of the paying agent situated in the State of
Texas, specified in Section 6 hereof, and shall deliver such
warrant to such paying agent on or before the December 1 or June
next following. . . -

(d) The paying agent situated in the State of Texas,
designated in Section 6 hereoff shall, out of moneys remitted to
it under the provisions of this Section 8 hereof, and not other-
wise, make available at the other paying agents specified in
Section 6 hereof, funds sufficient to pay such of the New Series
1973 Bonds (whether payable to the bearer or payable to the
registered owner thereof) and such of the coupons as are present-
ed for payment, and said paying agent situated in the State of
Texas by accepting designation as such paying agent agrees and
is obligated to perform such service.

(e) The paying agents shall totally destroy all paid
New Series 1973 Bonds and coupons, and shall furnish the Board
with an appropriate certificate of destruction covering the New
Series 1973 Bonds and coupons thus destroyed.

: (£) The Board shall make provision with the paying
agents for the rendition of a statement to The University of
Texas System for any sums due such paying agents for services
rendered in connection with the payﬁent of the New Series 1973
Bonds and coupons by such‘paying“agépts, and the amount, of such
charges shall be paid by the Board from funds available“for .
such purpose.

Jl
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9. That all of the language, CCrms,kprovisions,

1covcnants, and agrecements of Sections 7 through 13, both in-
clusive, of the aforesaid resolution adopted June 16, 1967,

| authorizing the issuance of the Permé#ent'University Fund Bonds,
| New Series 1967, are hereby referred to, adopted, and made
fappficable to the New Series 1973 Bonds authorized by this Reso-
glucion, for all purposes,
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10. That after said New Series 1973 Bonds shall have’
| been executed, it shall be the duty of the Chairman of the Board
or some officer of the Board acting under his authority, to de-

“l liver said Bonds and all necessary records and proceedings to the
'Attorney General of Texas, for examination and approval by. the
'Attorney General. After said Bonds shall have been approved by
' the Attorney General, they shall be delivered to the Comptroller
'of Public Accounts of the State of Texas for registration. Upon
. registration of said Bonds, the Comptroller of Public Accounts
(or a deputy lawfully designated in writing to act for the
' Comptroller) shall manually sign the Comptroller's Registration
Certificate prescribed herein to be printed and endorsed on each °
"/ of said Bonds, and the seal of said Comptroller shall be impressed,

or placed in facsimile, on each of said Bonds. L

11. That said New Series 1973 Bonds are hereby sold

; and shall be delivered to a syndicate headed by Drexel Burnham

i & Co., Incorporated, for the principal amount thereof and ac-
crued interest to date of delivery, plus a premium of $1,032.90,

i

12. That the Board covenants to and with the purchaser vy;;
of the New Series 1973 Bonds that it will make no use of the pro-
ceeds of the bonds at any time throughout the term of this issue
of bonds which, 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 have caused the bonds to be arbitrage bonds
within the meaning of Section 103(d) of the Internal Revenue Code
of 1954, as amended, or any regulations or rulings pertaning
thereto; and by this covenant the Board is obligated to comply
with the requirements of the aforesaid Section 103(d) and all
applicable and pertinent Department of/the Treasury regulations
relating to arbitrage bonds. The Board further covenants that
the proceeds of the bonds will not otherwise be used directly
or indirectly so as to cause all or any part of the bonds to be
or become arbitrage bonds within the meaning of the aforesaid
Section 103(d), .or any regulations or rulings pertaining thereto.

13, That it is hereby officially found and determined
that the mecting at which this Resolution was adopted was open
to the public, and public notice of the time, place, and purpose
of said meeting was given, all as requimed by Vernon's Ann. Civ.
St. Article 6252-17.

P | S
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GALVESTON MEDICAL BRANCH: (1) RESOLUTION AUTHORIZING
EXECUTION OF FOUNDATION AGREEMENT WITH THE BOARD OF
DIRECTORS OF THE SEALY & SMITH FOUNDATION FOR THE JOHN
i« SEALY HOSPITAL, (2) RESOLUTION AUTHORIZING THE ISSUANCE
OF BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM,
THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON,
ENDOWMENT AND HOSPITAL REVENUE BONDS, SERIES 1973,
$34, 500,000 (ADDITION TO JOHN SEALY HOSPITAL, CHILD HEALTH
CENTER AND CENTRAL FOOD SERVICE FACILITY), AND AWARDING
SALE OF BONDS TO A SYNDICATE HEADED BY WHITE, WELD & CO.
INCORPORATED FOR THE MANAGERS & ASSOCIATES, (3) DESIGNATION
OF BANK OF THE SOUTHWEST NATIONAL ASSOCIATION, HOUSTON,
HOUSTON, TEXAS, OR MANUFACTURERS HANOVER TRUST, NEW
YORK, NEW YORK, AS THE PAYING AGENTS AND (4) AWARDING OF
CONTRACT TO STECK-WARLICK COMPANY, THE STECK DIVISION,
AUSTIN, TEXAS, FOR THE PRINTING OF THE BONDS. --(1) Upon
motion of Regent Clark, seconded by Regent Nelson, the agreement
set out on Pages 15 - 19 between the Board of Directors of The Sealy
& Smith Foundation for the John Sealy Hospital and the Board of Regents
of The University of Texas System was unanimously approved, and the
Chairman of the Board of Regents was authorized to execute this agree-
ment and the Secretary was authorized to attest the signature of the
Chairman:

RESOLUTION AUTHORIZING A FOUNDATION AGREEMENT o

WHEREAS, it is necessary and advisable that The Uﬁivéfsity
of Texas System enter into the Foundation Agreement hereinafter -
authorized. ’ ‘ I

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

Section 1. That the Chairman and the Secretary of the
Board of Regents of The University of Texas Systemn are authoriz-
ed and directed, for and on behalf of The University of Texas
System, to sign, seal, and othe¥wise execute a Foundation Agree-
ment in substantially the form and substance set forth in "Ex-
hibit 1", which is attached hereto and made a part hereof.*

Section 2. That upon. execution of said Foundation_Agree-
ment it shall be binding upon the Board and The University of
Texas System for all purposes. o

* Pages _ 15 - 19
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"ExuIiprr 1
THE STATE OF TEXAS
COUNTY OF GALVESTON :

FOUNDATION AGREEMENT

N

WHEREAS, under the terms of the Charter of The Sealy &

Smith Foundation for The John Sealy Hospital (the "Foundation"),

a Texas non-profit corporation incorporated as of March 10, 1922,
thé Fourdation was formed for the purpose of supporting a chari-

53

table uﬁdertak?ﬁg in the City and County of Galveston, State
of Texas, for éﬁe constrdction, remodeling, enlargigg, equipping,
and furnishing of The John Sealy Hospital and other hospital
building or buildings in the City of Galveston, Texas, in
connection with The John Sealy Hospital in said City and the
endowment thereof; and

WHEREAS, the Board of Regents of The University of Texas
System (the "Board") owns and operates The John Sealy Hospital
and other hospital buildings in connection with The John Sealy
Hospital, as an integral part of The UniQersity of Texas Medical
Branch at Galveston; and

WHEREAS, the Board proposes to>issue, pursuant to Chapter
55, Texas Education Code, its negotiable bonds to be designated
the "Board of Regents of The University of Texas System; The
University of Texas Medical Branch atsGalveston, Endowment and
{ﬁospital Revenue Bonds, Series 1973", in the principal amougt
of $34,500,000 (the "Bonds"5, for the purpose of providing
funds to acquire, construct, and equip an approfimately 528
bed 12-story towér southside hospital addition to Thé John Sealy
Hospital and facilities appurtenant thereté, and a 2-story north-
side addition to The John Sealy Hospital and facilities appurten-

ant thereto, and new central food service facilities and other

improvements‘%b,‘ Zemodelling of The John Sealy Hospital and

other hOSpital bpi dings in connection with The John Sealy Hospi-
tal, for and on behalf of The University of Texas Medical Branch

at Galveston (the "Project"); and
\
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WHEREAS, a copy of the resolution (the "Bond Resolution")

proposed to be adopted by the Board authorizing the issuance of
the Bonds, with the exception of the interest rates, the Paying
Agent, the purchaser, and thé premium, if any, ig attached here-
to, marked "Exhibit A", and made a part hercof for all purposes;
and

WHEREAS, a copy of the Official Notice of Sale and Prospectus
to be distributed to prospective purchagers of the Bonds is ‘
attached hereto, marked "Exhibit B", and made a part hereof
for all purposes; and

WHEREAS, the "Pledged Foundation and Special Fund Incoﬁ;"
as defined in the Bond Resolution is pledged to the payment of
the principal”’ of and interest on the Bonds and any Additional
Bonds by the terms of the Bond Resolution; and

WHEREAS, the Foundation finds and agrees that the support
of the Project and similar facilities constitutes a purpose
fér which the Foundation exists, 2nd that the support of the
Project and similar facilities is the specific furtherance of
the corporate purpose of the Foundation; and

WHEREAS, the Foundation has determined to support the
Project and similar facilities by helping the Bdard to finance
the Project and similar facilities as provided in the Bond
Resolution and this Foundation Agreement; and

WHEREAS, it is recognized and agreed by the Foundation and
the Board that without the execution of this Foundation Agreement
it would not be feasible for the Board to market and seli the
Bonds and finance the Project and similar facilities, and that
the Bondholders will, aqd shall be entitled to, rely on this
Foundation Agreemenﬁ for all purposes, and that this Foundation

Agreement shall not be changed or amended in any manner while

the Bonds and any Additional Bonds are outstanding and unpaid.
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NOW THEREFORE, in consideration of the mutual benefits to
the parties hereto, it is hereby agreed as follows:

Scction 1. That the Project, and the authorization, sale,
and delivery of the Bonds substantially in the manner set forth
in the Bond Resolution and the Official Notice of Sale énd
Prospectus; and the method of financing provided thcrciﬁ, are
approved by the Foundation and the Board. |

Section 2. That following the authorizatior, sale, and
delivery of the Bonds as aforesaid, the Board agrees and obli-
gates itseclf to commence aqd complete the Project as soon as
practicable; provided specifically, howe&er, that after the
sale and delivery of the Bonds to the purchasefjor purchasers
thercof, any delaying or failure to commence or complete the
Froject shall in no way affect the absolute and unconditional
lien on and pledge of the Pledged Foundation and Special Fund
Tncome created in favor of the holders of the Bonds and Addi-
tional Bonds by thS;Bond Resolution and this Foundation Agree-
ment, and in all events the Pledged Foundation and Special Fund
Income shall be used to pay the principal of and interest on
the Bonds and Additional Bonds as provided in the Bond Resolu-
tion and this Foundation Agreement.

Section 3. That the Foundation agrees to pay over di-
rectly to the Board, on or before March 1, 1974, 80% of the

net income of the Foundation from all resources and assets of

- the Foundation during the calendar year 1973; and onfqrfbefore

March 1, 1975, and on or before March 1 of each yearutﬂereafter
while any of the Bonds or Additional Bonds are ocutstanding and
unpaid, the Foundation shall pay over directly to the Board 80%
of the net income of the Foundation from all resources and
assets of the Foundation during the precedlng calendar year.
Said amounts shall not be reduced or offset by any advance pay-

ents or overpayments heretofore made; and for the purposes of
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this Section the income from the Special Fund described i&
Section 4 of this Foundation Agreement shall not be regarded
as income of the Foundatiqp. The Foundation covenants that
it will not sel}, convey, mortgage, encumber, or otherwise
disposc of the resources and assets of the Foundation, except
in the normal coursc of managing, investing, and reinvesting
such resources.and assets, and that the Foundation will use
its best cfforts to the end that the net income of the
Foundation will be as great as can be reasonably expected under
ordinarily prudent management. The Board agrees that it will
deposit all net income received pursuant to this Section to the
credit of the Interest and Sinking Fund created by the EBond
kesolution, immediately upon receipt.

Section 4. That a Special Fund was created as of January
31, 1927, in the custody of the Trust Department of the Firsﬁ
Hutchings-Sealy National;Bank of Galveston, as agent or custo-
dian for the Foundation and the Board jointly, pursuant to the
provisions of Chapter 4, Acts of the First Called Session of the
Thirty Ninth Texas Legislature. The Foundation and the Board
agree that on or before MérCh 1, 1974, they! will jointly cause

to be deposited to the‘cfedit of the Interest and Si%king Fund

created pursuant to the Bond Resolution 100% of the actual net

income which accrued to or was earned by the Special Fund during
the calendar year 1973; and on or before March l, 1975, and on
or before March‘l of each year thereafter while any of the Bonds
or Additional Bonds are outstanding, the Foundation and the
Board agree that they will jointly cause to be deposited to the
credit of the Interest and Sinking Fund created by the Bond
Resolution 100% of the net income which accrued to or was earned
by the Special Fund during the preceding calendar year. Said
amounts shall not be reduced or offset by any advance payments
Or overpayments heretofore made; and it is agreed and under-

=
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stood that the net income hercin referred to includes the net
income from the current resources and asscts of the Special
Fund and also all future additional resources and asscts of the
Special Fund. The Foundation:and the Board jointly covenant

that they will not sell, convey, mortgage, encumber, or other-

wise dispose of the resources and asscts of the Special Fund,

cxcept in the normal coursc of managing, invostihg, and re-

investing such resources and assets, and that the Foundation
and the Board jointly will usc their best efforts to the end
that the net income of the Special Fund will be as great as

can be reasonably expected under ordinarily prudent manage-

mnent.

IN WITNESS WHEREOF, the parties hereto, acting under au-
thority of their gespective governing bodies, have céused this
foundation Agreemént to be duly executed in several counter-
parts, each of which shall constitute an original, all as of

the lst day of July, 1973, being the date of the Bonds.

THE SEALY & SMITH FOUNDATION FOR
THE JOHN SEALY HOSPITAL.

BY

Chairman, Board of Directors

ATTEST:

Secretary

{SEAL)
4"

BOAﬁﬁAOF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM

BY

Chairman, Board of Regents

ATTEST:

Secretary

(SEAL)
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2) The resolution set out on Pages 21-35 was duly introduced for the
consideration of said Board and read in full. It was then duly moved by
Regent Clark and seconded by Vice-Chairman Williams that said resolu-
tion be adopted; and, after due discussion, said motion, carrying with
it the adoption of said resolution, prevailed and carried by the following
vote:

AYES: All members of said Board shown present on
Page 1 voted "Aye."

NOES: None.

The adoption of this resolution authorized issuance of Board of Regents
of The University of Texas System, The University of Texas Medical
Branch at Galveston, Endowment and Hospital Revenue Bonds, Series
1973, in the amount of $34, 500,000, and awarded the sale of the bonds..
to a ‘Syndicate headed by White, Weld & Co. Incorporated for The
Managers & Associates for cash for the par value theredf and accrued
interest thereon to date of delivery plus a premium of $9, 025, 90

(Page 35 ) and at the interest rates reflected on Page 21 . The
effective interest rate is 5.68134%. These bonds are to be used for the
purpose of providing funds to acquire, construct, and equip an approxi-
mately 528 bed 12-story tower southside hospital addition to the John
Sealy Hospital and facilities appurtenant thereto, and a 2-story northside
addition to the John Sealy Hospital (Chilw’ Health Center) and facilities
appurtenant thereto, and new central food service facilities and other
improvements to and remodelling of the John Sealy Hospital and other
hospital buildings in connection with the John Sealy Hospital, for and

on behalf of The University of Texas Medical Branch at Galveston.

Upon motion of Regent Clark, seconded by Vice-Chairman Williams,

the bid of Bank of the Southwest National Association, Houston, Houston,
Texas, to serve as Paying Agent for the Board of Regents of The Uni-
versity of Texas System, The University of Texas Medical Branch at
Galveston, Endowment and Hospital Revenue Bonds, Series 1973, in

the amount of $34, 500,000, was accepted. The Co-paying Agent desig-
nated was Manufacturers Hanover Trust, New York, New York

(Pages 22 , 24 ). The Paying Agent will charge five cents ($0. 05)
per coupon and forty-five ($0.45) per bond paid. Chairman McNeese
abstained from voting.

The Steck-Warlick Company, The Steck Division, Austin, Texas, was
awarded by unanimous vote the contract to print the Board of Regents of

The University of Texas System, The University of Texas Medical Y7
Branch at Galveston, Endowment and Hospital Revenue Bonds, Series i
1973, in the amount of $34, 500, 000, upon motion of Regent Clark, ’
seconded by Vice-Chairman Williams. These bonds are to be printed
according to specifications with lithographed borders for the sum of

$2,652. 50, there being 7 interest rates.
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RESOLUTION AUTHORIZING THE ISSUANCE OF BOARD OF REGENTS
OF THE. UNIVERSITY OF TEXAS SYSTEM, THE UNIVERSITY OF
TEXAS MEDICAL BRANCH AT GALVESTON, ENDOWMENT AND HOSPITAL
REVENUE BONDS, SERIES 1973, §$34,500,000

WHEREAS, the Board of Regents of The University of Texas
System is authorized to issue the Bonds hereinafter authorized
pursuant to Chapter 55, Texas Education Code. :

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

Section 1. That said Board's negotiable, ‘serial, coupon
Bonds to be designated "BOARD OF REGENTS OF THE UNIVERSITY OF
TEXAS SYSTEM, THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT
GALVESTON, ENDOWMENT AND HOSPITAL REVENUE BONDS, SERIES 1973",
are hereby authorized to be issued, sold, and delivered in the
principal amount of $34,500,000, FOR THE PUKPOSE OF PROVIDING
FUNDS TO ACQUIRE, CONSTRUCT, AND EQUIP AN APPROXIMATELY 528 BED
12-STORY TOWER SOUTHSIDE HOSPITAL ADDITION TO THE JOHN SEALY
HHOSPITAL AND FACILITIES APPURTENANT THERETO, AND A 2-STORY NORTH-
SIDE ADDITION TO THE JOHN SEALY HOSPITAL AND FACILITIES APPUR-
TENANT THERETO, AND NEW CENTRAL FOOD SERVICE FACILITIES AND OTHER
IMPROVEMENTS TO AND REMODELLING OF THE JOHN SEALY HOSPITAL AND
OTHER HOSPITAL BUILDINGS IN CONNECTION WITH THE JOHN SEALY HOS-
PITAL, FOR AND ON BEHALF OF THE UNIVERSITY OF TEXAS MEDICAL

BRANCH AT GALVESTON.

Section 2. That said Bonds shall be dated JULY 1, 1973,
shall be numbered consecutively from 1 THROUGH 6,900, shall be
in the denomination of $5,000 EACH, and shall mature and become
Jue and payable serially on JULY 1 in each of the years, and in
the amounts, respectively, as set forth in the following schedule:

YEARS AMOUNTS YEARS AMOUNTS

1977 $ 760,000 1988 $1,400,000
1978 800,000 1989 1,480,000
1979 850,000 1990 1,565,000
1980 900,000 1991 1,655,000
1981 950,000 1992 1,755,000
1982 1,000,000 1993 1,855,000
1983 1,060,000 1994 1,960,000
1984 1,120,000 1995 2,075,000
1985 ’ 1,185,000 1996 2,190,000
1986 1,255,000 1997 2,320,000
1987 1,325,000 1998 2,450,000

1999 2,590,000

Said Bonds may be redeemed prior to their scheduled maturities,
at the option of said Board, on the dates stated, and in the
manner provided, in the FORM OF BOND set forth in this Resolution.

Section 3. That said Bonds scheduled to mature during the
years, respectively, set forth below shall bear interest at the
following rates per annum:

maturitues 1977 through 1985, 6.25%
maturities 1986, 5.70%
maturities 1987 through 1993, 5.60%
maturities 1994, - 5.70%
maturities 1995 through 1996, 5.80%
maturities 1997 through 1998, 5.90%
maturities 1999, 4.75%
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Said interest shall be evidenced by intecrest coupons which shall
appertain to said Bonds, and which shall be payable on the dates
stated in the FORM OF BOND set forth in this Resolution.

Scction 4. That said Bonds, and the interest coupons ap-
pertaining thercto, shall be payable, shall have the character-
istics, may be redeemed prior to their scheduled maturities,
and shall be signed and exccuted (and said Bonds shall be scal-
ed), all as provided, and in the manner indicated, in the FORM
OF BOND set forth in this Resolution.

Section 5. That the form of said Bonds, including the
form of Registration Certificate of the Comptroller of Public
Accounts of the State of Texas to be printed and endorsed on
each of said Bonds, and the form of the aforesaid interest cou-
pons which shall appertain and be attached initially to each of
said Bonds, shall be, respectively, substantially as follows:

FORM OF BOND:

$5,000

UNITED STATES OF AMERICA
STATE OF TEXAS
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM,
THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON,
ENDOWMENT AND HOSPITAL REVENUE BOND,
SERIES 1973

ON JuLY 1, 19, the BOARD OF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM promises to pay to bearer the principal amount of

FIVE THOUSAND DOLLARS

and to pay interest thereon, from the date hereof, at the rate of

%t per annum, evidenced by interest coupons payable JANUARY 1,
1974, and semi-annually thereafter on each JULY 1 and JANUARY 1
while this Bond is outstanding.

THE PRINCIPAL of this Bond and the interest coupons apper-
taining hereto shall be payable to bearer, in lawful money of the
United States of America, without exchange or collection charges
to the bearer, upon presentation and surrender of this Bond or
proper interest coupon, at the following, which shall constitute
and be defined as the "Paying Agent"for this Series of Bonds:

BANK OF THE SOUTHWEST NATIONAL ASSOCIATION, HOUSTON, HOUSTON, TEXAS,
OR, AT THE OPTION OF THE BEARER, AT
MANUFACTURERS HANOVER TRUST, NEW YORK, NEW YORK.

THIS BOND is one of a Series of negotiable, serial, coupon
Bonds, dated JULY 1, 1973, issued in the principal amount of
534,500,000, FOR THE PURPOSE OF PROVIDING FUNDS TO ACQUIRE, CON-
STRUCT, AND EQUIP AN APPROXIMATELY 528 BED 12-STORY TOWER
SOUTHSIDE HOSPITAL ADDITION TO THE JOHN SEALY HOSPITAL AND
FACILITIES APPURTENANT THERETO, AND A 2-STORY NORTHSIDE ADDI-
TION TO THE JOHN SEALY HOSPITAL AND FACILITIES APPURTENANT
THERETO, AND NEW CENTRAL FOOD SERVICE FACILITIES AND OTHER IM-
PROVEMENTS TO AND REMODELLING OF THE JOHN SEALY HOSPITAL AND
OTHER HOSPITAL BUILDINGS IN CONNECTION WITH THE JOHN SEALY HOS-
PITAL, FOR AND ON BEHALF OF THE UNIVERSITY OF TEXAS MEDICAL
BRANCH AT GALVESTON.
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ON JULY 1, 1983, OR ON ANY INTEREST PAYMENT DATE THEREAFTER,
the outstanding Bonds of this Series may be redeemed prior to
their scheduled maturities, at the option of said Board, IN
WHOLE, OR IN PART, for the principal amount thereof and accrued
interest thercon to the date fixed for redemption, plus a
premium on the principal amount of each such Bond as follows:

3% if redeemed July 1, 1983 through January 1, 1987
2% if redcemed July 1, 1987 through January 1, 1990
1% if redeemed July 1, 1990 through January 1, 1993
0% if redeemed July 1, 1993 or thereafter. 5

AT LEAST! thirty days prior to the date fixed for any such
redemption said Board shall cause a_written notice of such re-
demption to be published at lcast once in a financial publica-
tion published in the City of New York, New York, or in the City
of Austin, Texas. By the date fixed for any such redemption due
provision shall be made with the "Paying Agent" for the payment
of the required redemption price. If such written notice of re-
demption is published and if due provision for such payment is
made, all as provided above, the Bonds which are to be so redeem-
ed thereby automatically shall be redeemed prior to their schedul-
ed maturities, and they shall not bear interest after the date
rixed for redemption, and they shall not be regarded as being
outstanding except for the purpose of being paid by the "Paying
Agent" with the funds so provided for such payment.

IT IS HEREBY certified, recited, and covenanted that this
Bond has been culy and validly issued and delivered; that all
acts, conditions, and things required or proper to be perform-
ed, exist, and be done precedent to or in the issuce and de-
livery of this Bond have been performed, existed, and been
done in accordance with law; and-that the interest on and prin-
cipal of this Bond and the Series of which it is a part, are
secured by and payable from an irrevocable first lien on and
bPledge of the "Pledged Revenues", as defined and described in
the Resolution_authorizing this Series of Bonds, which include
the "Gross Revenues of the Hospital Facilities" of The University
of Texas Medical Branch at Galveston, the "Gross Proceeds from
the Conveyance of Endowment Land", the "Pledged Foundation and
Special Fund Income", and other specified revenues.

SAID BOARD has reserved the right, subject to the res-
trictions stated in said Resolution authorizing this Series of
Bonds, to issue additional parity reyg%ue bonds which also may
be secured by and made payable from an irrevocable first lien
on and pledge of the aforesaid Pledged Revenues.

THE HOLDER HEREOF shall never have the right to demand
payment of this obligation out of any funds raised or to be
raised by taxation. *

IN WITNESS WHEREOF, this Bond and the interest coupons
appertaining hereto have been signed with the facsimile signa-
ture of the Chairman of said Board, and count&rsigned with the
facsimile signature of the Secretary of said Board, and the
official seal of said Board has been duly impressed, or placed
in facsimile, on this Bond.

XXXXXXXXK XXXXXXKK
Secretary, Board of Regents, Chairman, Board of Regents,
The University of Texas System The University of Texas System

e




<
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FORM OF REGISTRATION CERTIFICATE:
COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

I hereby certify that this Bond has been examined, certi-
fied as to validity, and approved by the Attorney ngcral of
- the State of Texas, and that this Bond has been registered by
i the Comptroller of Public Accounts of the State of Texas.
! N .
Witness my signature and seal this
=y
Comptroller of Public Accounts of
the State of Texas.
e

MM HXMNMMN

. : ’ ‘N\-”J
FORM OF INTEREST COUPON: F'

ON 1, 19

THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM promises
to pay to bearer the amount shown on this interest coupon, in
lawful money of the United States of America, without exchange
or collection charges to the bearer, unless due provision has
been made for the redemption prior to maturity of the Bond to a
which this interest coupon appertains, upon presentaticn and =~
; surrender of this interest coupon, at the )
: BANK OF THE SOUTHWEST NATIONAL ASSOCIATION, HOUSTON, HOUSTON, TEXAS
3 OR, AT THE OPTION .OF THE BEARER, AT
MANUFACTURERS HANOVER TRUST, NEW YORK, NEW YORK,
said amount being interest due that day on the Bond, bearing
the number hereinafter designated, of that issue of BOARD OF
REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM, THE UNIVERSITY OF
TEXAS MEDICAL BRANCH AT GALVESTON,” ENDOWMENT AND HOSPITAL
PEVENUE BONDS, SERIES 1973, DATED JULY 1, 1973. The holder
hereof shall never have the right to demand payment of this
obligation out of any funds raised or to be raised by taxation.
Bond No. . '

XXXXXXXX ; XXXXXXXX .
Secretary, ‘Board of Regents Chairman, Board of Regents

Section 6. That as used in this Resolution the following
terms shall have the meanings set forth below, unless the text
hereof specifically indicates otherwise:

The term "Board" shall mean the Board of Regents of The
University of Texas System.

' The term "Bonds" shall mean the Board of Regents of The
University of Texas System, The University of Texas Medical
Branch at Galveston, Endowment and Hospital Revenue Bonds,
Series 1973, authorized by this Resolution.

The term "Additional Bonds" shall mean the additional
parity revenue bonds permitted to be authorized in this Reso-
lution. ; L

. The term "Medical Branch at Galveston" shall mean The
University of Texas Medical Branch at Galveston, as defined
and provided for in Section 74.0017 Texas Education Code.
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The term "Project" shall mean and include the following
facilities which will be acquired, constructed, equipped, and-
improved with the procceds from the sale of the Bonds:

(a) The approximately 528 bed 12-story tower south-
side hospital addition to the existing John Sealy Hospital
and facilities appurtenant thereto, which will replace -the
patient beds in the existing John Sealy Hospital;

(b) The 2-story northside addition to the existing
John Sealy Hospital and facilities appurtenant thereto,
including pharmacy, central supply, bulk stores, and an
expanded surgical suite; and :

(c) The new central food service facilities and other
improvements to and remodelling of The John Sealy Hospital
and other hospital buildings in connection with +The John
Sealy Hospital, for and on bechalf of the Medical Branch at

i.._.Galveston. =

The term "Hospital Facilities" shall mean all of the land,
hospitals, clinics, substations, buildings, structures, equip-
ment, services, and other facilities of every nature owned and
operated by the Medical Branch at Galveston, or by the Board,
or The University of Texas System, for and on behalf of the
Medical Branch at Galveston, which are used for or related to
the diagnosis and/or treatment of patients, including specifi-
cally the following:

(a) The existing faﬁilities,operated by The Medical
Branch at Galveston and known as:

(1) Marvin L. Graves Psychiatric Hospital with
approximately 116 beds;

(2) Randall Pavilion Psychiatric Hospital with
approximately 57 beds;

(3) Rosa and Henry Ziegler Hospital with approxi-
mately 74 beds; :

(4) Children's Hospital with approximately 19
beds and clinic facilities;

(5) John Sealy Hospitai with approximately 593
beds and clinic facilities; _ ;

=

(6) John W. McCullough Outpatient Clinic and the

clinic facilitiés therein;
(7) Clinical Sciences Building and the clinic
facilities therein; :

(b) The Project;

(c) All buildings, facilities, and services of all of
the foregoing, together with all future improvements, en-
largements, and additions thereto, and replacements there-
of, acquired or constructed from any sources including the
issuance of the Bonds and any Additional Bonds.

The term "Gross Revenues of the Hospital Facilities" shall
mean all of the revenues, income, rentals, rates, fees, and
charges of every nature derived by the Medical Branch at
Galveston, or by the Board, or The University of Texas System,
from the operation and/or ownership of the Hospital Facilities
(but specifically excluding any legislative General Revenue
Fund appropriations from the State Treasury).
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The term "Current E&?enses,of the Hospital Facilities" shall
mean all necessary operating expenses, current maintenance
charges, expenses of-reasonable upkeep and repairs, properly
allocated share of charges for insurance and, all other expenses
incident to the operation and maintenance of the Hospital Facili-
ties, but shall exclude depreciation and all general adminis-
trative, overhead, teaching, study, and research expenses of
the Medical Branch at Galveston.

The term "Endowment Land" shall mean the approximately
7,602.557 acres of land, including a 1/2 undivided interest
in and to the oil, gas, sulphur, and other minerals contained
in and under and that may be produced or mined therefrom, lo-
cated in Montgomery County, Texas, which land has been conveyed
by the Board of Regents of The University of Texas System to
Mitchell Development Corporation of the Southwest, a Texas Cor-
poration, and which land is described in the deed recorded in
volume 808 , beginning at page 273 , of the official Deed Records
of Montgomery County, Texas, to which deed reference is hereby
made for all purposes and additional details and conditions.

The term "Gross Proceeds from the Conveyance of Endowment
Land" shall mean all of the gross income, payments, royalties,
proceeds, and receipts-of eveTy nature derived, coming due to,
or received by, the Board or The University of Texas System,
from any sale, lease, rental, or other conveyvance of any nature
of the Endowment Land, including specifically the gross proceeds
and receipts from the payments to be made to the Board by
Mitchell Development Corpgration of the Southwest, a Texas
Corporation, pursuant to 'that certain Note dated March 12,

1873, in the principal amount of $11,443,821.36, with interest

on the unpaid balance at the rate of 7% per annum, secured by

a Vendor+s Lien and Superior Title retained and reserved in
favoriof YHe.Board, and additionally-secured by a Deed of Trust,
which NVendor's Lien and Deed of Trust are recordecd in Volume 261,
beginning at page 22 _, of the official Deed of Trust Records

of Montgomery County, Texas, to which records reference is

hereby made for all purposes and additional details and con-
ditions; and also including the gross proceeds and receipts

from any other sale, lease, rental, or conveyance of any nature
of the Endowment Land made by the Board due to. any foreclosure or
sale under the aforesaid Vendor's Lien and Deed of Trust, or
otherwise. It is further specifically covenanted and agreed

by the Board that it will enforce and collect the aforesaid

Note, and foreclose or sell under the aforesaid Vendor's Lien

and Deed of Trust, if necessary; and that in such event it will
sell and convey the Endowment Land as soon as practicable at

the best price or prices reasonably obtainable. :

) The term "Foundation" shall mean The Sealy & Smith Founda-
tion For The John Sealy Hospital, Galveston, Texas, a Texas
non-profit corporation, incorporated as of March 10, 1922,

The term "Special Fund" shall mean that Special Fund
created as of January 31, 1927, in the custody of the Trust
Department of the First Hutchings-Sealy National Bank of
Galveston as agent for the Foundation and the Board of Regents,
jointly, pursuant to the provisions of Chapter 4, Acts of the
First Called Session of the Thirty Ninth Texas Legislature.

R rora s P R
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The term "Pledged Foundation and Special Fund Income" shall
i mean all of the amounts derived by, coming due to, or received ‘
i by the Board pursuant to the "Foundation Agreement" between the
Board and the Foundation.. The Foundation Agreement, dated as

! of July 1, 1973, provides that, commencing with the calendar

| year 1973, the Foundation shall pay over or cause to be paid

; over to the Board 80% of the net income of the Foundation and

{ 100% of the net income from the Special Fund for each calendar

; year while any of the Bonds or Additional Bonds are outstanding.

: The term "Pledged Revenues" shall mean collectively (a) the

i Gross Revenues of the Hospital Facilities, (b) the Gross Proceeds:
; from the Conveyance of Endowment Land, (c) the Pledged Foundation
. and Special Fund Income, and (d) any additional revenues, income,
receipts, or other resources, including, without limitation, any

| grants, donations, or income received or to be received from the

i United States Government, or any other public or private source,

i whether pursuant to an agreement or otherwise, which hereafter

} may be pledged to the payment of the Bonds or the Additional

( Bonds. :

| Section 7. That the Bonds and any Additional Bonds,

. and the interest thereon, are and shall be secured by and pay-

| able from an irrevocable first lien on and pledge of the Pledged
i Revenues, and the Pledged Revenues are further pledged to the

' establishment and maintenance of the Interest and Sinking Fund

t and the Reserve Fund as provided in this Resoclution.

Section 8. That there is hereby created and there
shall be established on the books of the Board a separate account
or accounts which individually or collectively shall be known as
the "Endowment and Hospital Revenue Bonds Revenue Fund" (herein
called the "Revenue Fund"). All collections of the Gross Revenues
of the Hospital Facilities shall be credited to the Revenue Fund
immediately upon receipt.

Section 9. That to pay the principal of and interest
on all outstanding Bonds and any Additional Bonds, as the same
come due, there is hereby created and there shall be established
at. an official depository of the Board (which must be a member of
the Federal Deposit Insurance Corporation) a separate ‘fund to be
entitled the "Endowment and Hospital Revenue Bonds Interest and
Sinking Fund" “(herein called the "Interest and Sinking Fund").

Section 10. That there is hereby created and there
shall be established at an official depository of the Board (which
must be a member of the Federal Deposit Insurance Corporation) a
separate fund to be entitled the "Endowment and Hospital Revenue
Bonds Reserve Fund" (herein called the "Reserve Fund"). The
Reserve Fund shall be used finally in retiring the last of the
outstanding Bonds and Additional Bonds, or for paying principal
of and interest on any outstanding Bonds and Additional Bonds,
when and to the extent the amount in the Interest and Sinking
Fund is insufficient for such purpose. :

Section 1ll. That money in any Fund established pur-
suant to this Resolution may, at the option of the Board, be
Placed in time deposits or be invested in direct obligations of
the United States of America, obligations guaranteed or insured by
the United States of America, which, in the opinion of the Attorney
General of the United States, are backed by its full faith and
Credit or represent its general obligations, including, but not
limited to, evidences of indebtedness issued, insured, or guaran-
teed by such governmental agencies as the Federal Land Banks,
Federal Intermediate Credit Banks, Banks for Cooperatives, Federal
Home Ioan Banks, Government National Mortgage Association, United

-97 -
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| States Postal Service, Farmers Home Administration, Federal Home

i Loan Mortgage Association, Small Business Administrétion, Federal
Housing Association, or Participation Certificates in the Federal

. Assets Financing Trust; provided that all such deposits and invest-
| ments shall be made in such manner that the money required to be

- expended from any Fund will be available at the proper time or

' times." Such investments shall be valued in terms of current market
value as of the last day of February and August of each year. In-
' terest and income derived from such deposits and investments shall
. be credited to the Fund from which the deposit or investment was

' made and shall be used only for the purpose or purposes for which
 such Fund is required or permitted to be used. Such investments
shall be scld promptly when necessary to prevent any default in
connection with the Bonds or Additional Bonds.

: Section 12. That money in all Funds created by this

! Resolution, to the extent not invested, shall be secured in the

. manner prescribed by law for securing funds of the Board, in

| principal amounts at all times not less than the amounts of money
| credited to such Funds, respectively.

Section 13. (a) That immediately after the delivery of
the Bonds the Board shall deposit the amount of $350,000 which
is now on hand and available for such purpose, together with
all accrued interest and any premium receivéd from the sale and
delivery of the Bonds, to the credit of the'Interest and Sink-
ing Fund. \ :

(b) That the Board shall deposit all Gross Proceeds from
the Conveyance of Endowment Land and all Pledged Foundation and
Special Fund Income hereafter received, immediately upon receipt,
directly to the credit of the Interest and Sinking Fund.

(c) That the Board shall transfer from the Gross Revenues
of the Hospital Facilities in the Revenue Fund, or from any other
available Pledged Revenues, and deposit to the credit of the
Interest and Sinking Fund the amounts, at the times, as follows:

(1) on or before December 20, 1973, and semi-annually
on or before each June 20th and December 20th thereafter,
an amount which will be sufficient, together with other
amounts, if any, then on hand in the Interest and Sink-
ing Fund and available for such purpose, to pay the in-
terest scheduled to accrue and come due on the Bonds
on the next succeeding interest payment date; and

S

(2) on or before December 20, 1976, and semi-annually
on or before each June 20th and December 20th thereafter,
an amount sufficient, together with other amounts, if any,
then on hand in the Interest and Sinking Fund and avail-
able for such purpose, to pay one-half of the principal
scheduled to mature and come due on the Bonds on the next
succeeding July 1.

(d) That if at any time there is on deposit in the Interest
and Sinking Fund an amount in excess of that required to pay all
principal of and interest on the Bonds and any Additional Bonds
through the next succeeding July 1, the Board first shall use
such excess to make any deposit required to be made into the
Reserve Fund as provided in Section 14 hereof, and then the
Board may use such excess to purchase and cancel Bonds or Addi-
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tional Bonds at a price not exceeding the redemption price on

the next succeeding date upon which any Bonds or Additional Bonds
are subject to redemption prior to maturity, or, if any Bonds

or Additional Bonds are subject to redemption on the next succeed-
ing interest payment date, the Board may use such excess to re-
deem Bonds or Additional Bonds on the next succeeding interest
payment date.

Section 14. That immediately after the delivery of the
Bonds the Board shall deposit the amount of $3,000,000, which
is now on hand and available for such purpose, to the credit of
the Reserve Fund. So long as the money and dinvestments in the
Reserve Fund are not less in market value than a required amount
equal to the average annual principal and interest requirements
of all then outstanding Bonds and Additional Bonds, no addition-
al deposits need be made into the Reserve Fund; but if the Re-
serve Fund should be depleted to less than said required amount
in market value, then, subject to making the required deposits
to the credit of the Interest and Sinking Fund, the Board shall
transfer from the Gross Revenues of the Hospital Facilities or
any other Pledged Revenues in the Revenue Fund (or from any ex-
cess in the Interest and Sinking Fund as provided by Section
13(d) hereof), and deposit to the credit of the Reserve Fund,
semi-annually, on or before each December 20th and June 20th *
thereafter, a sum at least equal to 1/10th of the average annual
principal and interest requirements of all then outstanding
Bonds and Additional Bonds, until the Reserve Fund is restored
to said required amount. So long as the Reserve Fund contains
said regquired amount, any surplus in the Reserve Fund over ‘said
required amount may be transferred and depdsited into the Inter-
est and Sinking Fund. ’

Section 15. (a) SThat if on any occasion there shall .not

be sufficient Pledgeqfievenues to make the required deposits in-

to the Interest and Sﬁnking Fund and the Reserve Fund, then such
deficiency shall be. made up as soon as possible from the next
available Pledged Revenues, or from any other sources available
for such purpose. :

(b) That, subject to making the required deposits to the
credit of the Interest and Sinking Fund and the Reserve Fund,
when and as required by this Resolution, or any resolution au-
thorizing the issuance of Additional Bonds, any surplus Gross
Revenues of the Hospital Facilities or any other Pledged:Reven-
ues in the Revenue Fund shall be used by the Board for, paying,
to the extent not paid from other sources’;’ the Current Expenses
of the Hospital Facilities, and any remaining balance may be
used for any other lawful purpose.

Section 16. On or before the last day of December, 1973,
and semi-annually on or before the last day of each June and of
each December thereafter while any of the Bonds or Additional
Bonds are outstanding and unpaid, the Board shall make available
to the paying agents therefor, out of the Interest and Sinking
Fund, and/or the Reserve Fund, if necessary, money sufficient
to pay such interest on and such principal of the Bonds and
Additional Bonds as will accrue or mature on the January 1lst
or July lst immediately following. The paying agents shall
totally destroy all paid Bonds and Additional Bonds, and the
coupons appertaining thereto, and shall furnish the Board with
an appropriate certificate of destruction.
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Section 17. That at such times as the aggregate amount
of money and investments in the Interest and Sinking Fund and the
Reserve Fund are at least equal in market value to (1) the aggre-
gate principal amount of all unpaid (unmatured and matured) out-
standing Bonds and Additional Bonds, plus (2) the aggregate amount
of all unpaid (unmatured and matured) outstanding interest coupons
appertaining to such Bonds and Additional Bonds, no further de-
posits need be made into the Interest and Sinking Fund or Reserve
Fund. 1In determining the amount of such Bonds and Additional
Bonds, and interest coupons appertaining thereto, outstanding
at any time, there shall be subtracted and excluded the amount
of any such Bonds and Additional Bonds, and interest coupons apper-
taining thereto, which shall have been duly called for redemption
and for which funds shall have been deposited with the paying
agents therefor sufficient, including any required redemption
premium, for such redemption. :

Section 18. That the Bonds and any Additional Bonds,
and the interest coupons appertaining thereto, will constitute
special obligations of the Board payable solely from the Pledged
Revenues, and the holders of the Bonds and Additional Bonds, and
the coupons appertaining thereto, shall never have the right to
demand payment out of funds raised or to be raised by taxation.

Section 19. That the Board shall have the right and
power at any time and from time to time, and in one or more
Series or issues, to authorize, issue, and deliver additional
parity revenue bonds (herein called "Additional Bonds"), in
any amounts, for any lawful purpose relating to The John Sealy
Hospital or other hospital buildings in connection with The
John Secaly Hospital, and to refund any Bonds or Additional
Bonds. Such Additional Bonds, if and when authorized, issued,
and delivered in accordance with this Resolution, shall be
secured and payable equally and ratably on a parity with the
Bonds, and all other outstanding Additional Bonds, by an irre--
vocable first lien on and pledge of the Pledged Revenues.

Section 20. (a) The Interest and Sinking Fund and the
Reserve Fund established by this Resolution shall secure and
be used to pay all Additional Bonds as well as the Bonds. How-
ever, each resolution under which Additional Bonds are issued
shall provide and require that, in addition to the amounts re-
quired by the provisions of this Resolution and the provisions
of any other resolution or resolutions authorizing Additional
Bonds to be deposited to the credit of the Interest and Sinking
Fund, the Board shall transfer from the Pledged Revenues and de-
pPosit to the credit of the Interest and Sinking Fund at least
such amounts as are required for the payment of all principal of
and interest on said Additional Bonds then being issued, as the
Same comes due; and that the aggregate amount to be accumulated
and maintained in the Reserve Fund shall be increased (if and to
the extent necessary) to an amount not less than the average
annual principal and interest requirements of all Bonds and Addi-
tional Bonds which will be outstanding after the issuance and de-
livery of the then proposed Additional Bonds; and that the requir-
ed additional amount shall be so accumulated by the deposit in the
Reserve Fund of all or any part of said required additional amount
in cash immediately after the delivery of the then proposed Addi-
tional Bonds, or, at the option of the Board, by the deposit, from
Pledged Revenues, of said required additional amount (or any
balance of said required additional amount not deposited in cash
as permitted above) in semi-annual installments, made on or before
the 20th day of each December and June following the adoption of
the resolution authorizing the issuance of the then proposed
Additional Bonds, of not less than 1/10th of said required addi-
tional amount (or 1/10th of the balance of said required addi-
tional amount not deposited in cash as permitted above).

© - 30-
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(b) All calculations of average annual principal and inter-
est requirements made pursuant to this Section are made as of
and from the date of the Additional Bonds then proposed to be
issued.

(c) The principal of all Additional Bonds must be schedul-
ed to be paid or mature on July 1 of the years in which such
principal is scheduled to be paid or mature; and all interest
thereon must be payable on January 1 and July 1.

Section 21. Additional Bonds shall be issued only in accor-
dance with this Resolution, but notwithstanding any provisions
of this Resolution to the contrary, no installment, Series, or
issue of Additional Bonds shall be issued or delivered unless:

(a) The senior financial officer of the Medical Branch at
Galveston signs a written certificate to the effect that the
Board is not in default as to any covenant, condition, or obli-
gation in connection with all outstanding Bonds and Additional
Bonds, and the resolutions authorizing same, and that the Inter-
est and Sinking Fund and the Reserve Fund each contains the
amount then required to be therein.

(b) The State Auditor of the State of Texas, or any certi-
fied public accountant, signs a written certificate to the effect
that, during either the next preceding University of Texas System
fiscal year, or any twelve consecutive calendar month period end-
ing not more than ninety days prior to the adoption of the
resolution authorizing the issuance of the then proposed Addi-
tional Bonds, the Pledged Revcnues, excluding and excepting
the Gross Proceeds from the Conveyance of Endowment Land and
the Pledged Foundation-and Special Fund Income, were at least
equal to four times the average annual principal and interest
requirements of all Bonds and Additional Bonds to be outstand-
ing after the issuance of the then proposed Additional Bonds.

Section 22. The Board further covenants and agrees that: /-

: (a) It will faithfuily perform at all times any and
all covenants, undertakings, stipulations, and provisions con-
tained in this Resolution and each resolution authorizing the
issuance of Additional Bonds, and in each and every Bond and
Additional Bond; that it will promptly pay or cause to be paid
from the Pledged Revenues the principal of and interest on every
Bond and Additional Bond, on the dates and in the places and
manner prescribed in such resolutions and Bonds or Additional
Bonds; and that it will, at the times and in the manner prescrib-
ed, deposit or cause to be deposited from the Pledged Revenues
the amounts required to be deposited into the Interest and Sinking
Fund and the Reserve Fund; and any holder of the Bonds or Addi-
tional Bonds may require the Board, “ts officials and employees,
and any appropriate official of the State of Texas, to carry out,
respect, or enforce the covenants and obligations of this Resolu-
tion or any resolution authorizing the issuance of Additional
Bonds, by all legal and equitable means, including specifically,
but without limitation, the use and filing of mandamus proceed-
ings, in any court of competent jurisdiction, against the Board,
its officials and employees, or any appropriate official of the
State of Texas.
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(b) It is duly authorized under the laws of the State
iof Texas to create and issue the Bonds; that all action on its
jpart for the creation and issuance of the Bonds has been duly and
feffectively taken, and that the Bonds in the hands of the holders
and owners thereof are and will be valid and enforceable special

jobligations of the Board in accordance with their terms.

(c) It lawfully owns and is lawfully possessed of the
:lands, buildings, and facilities constituting the Hospital
|Facilities, and has a good and indefeasible estate in such lands,
{buildings, and facilities in fee simple, that it warrants that
it has, and will defend, the title to all the aforesaid lands,
{buildings, and facilities, and every part thereof, for the bene-
| fit of the holders and owners of the Bonds and Additional Bonds
‘against the claims and demands of all persons whomsoever, ‘that
it is lawfully qualified to pledge the Pledged Revenues to the
! payment of the Bonds and Additional Bonds in the manner prescrib-

ed herein, and has lawfully exercised such rights.

j (d) It will from time to time and before the same be-

' come delinquent pay and discharge all taxes, assessments, and
 governmental charges, if any, which shall be lawfully imposed
{upon it, or the campus, buildings’, and facilities of the Hospital
| Facilities, that it will pay all lawful claims for rents,

j royalties, labor, materials, and supplies which if unpaid might
i by law become a lien or charge thereon, the lien of which would
| be prior to or interfere with the liens hereof, so that the

priority of the liens granted hereunder shall be fully preserved

. in the manner provided herein, and that it will not create or

suffer to be created any mechanic's, laborer's, materialman's

. or other lien or charge which might or could be prior to the

liens hereof, or do or suffer any matter or thing whereby the

. liens hereof might or could be impaired; provided, however, that
, nO such tax, assessment, or charge, and that no such claims which

! might be used as the basis of a mechanic's, laborer's, material-

{ man's or other lien or charge, shall be required to be paid so
long as the validity of the same shall be contested in good faith

by the Board.® )

J
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(e) That while the Bonds or any Additional Bonds are
outstanding and unpaid it will continuously and efficiently
operate and maintain the Hospital Facilities in good condition,
repair, and working order, and at a reasonable cost. The Board
also covenants and agrees that the Current Expenses of the
Hospital Facilities shall be paid from surplus Gross Revenues
of the Hospital Facilities or any other Pledged Revenues in
the Revenue Fund, as provided by Section 15(b) hereof, to the
extent such surplus Pledged Revenues are available, or paid from
the general funds of the Medical Branch at Galveston in the same
manner as the expenses of operation and maintenance of general
facilities of the Medical Branch at Galveston, or paid from any
other sources or funds lawfully available to the Medical Branch
at Galveston,

(£) That while the Bonds or any Additional Bonds are
outstanding and unpaid, the Board shall not additionally encumber
the Pledged Revenues in any manner, except as permitted in this
Resolution in connection with Additional Bonds, unless said en-
Ccumbrance is made junior and subordinate in all respects to the
liens, pledges, covenants, and agreements of this Resolution.
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(g) That while the Bonds or any Additional Bonds, are
outstanding and unpaid, the Board shall not sell, convey, mortgage,
or in any manner transfer title to, or lease, or otherwise dispose
of the Hospital Facilities, or any significant or substantial: part
thereof; provided that whenever the Board deems it necessary to
dispose of any furnishings and equipment, it may sell or otherwise
dispose of such furnishings and equipment when it has made arrange-
ments to replace the same or provide substitutes therefor.

(h) That at all times hereafter the Board shall cause to
be procured boiler explosion insurance onyall boilers servicing the
Hospital Facilities in an amount not less than $5v,000 against
loss suffered by reason of a boiler explosion. Further, at all
times hereafter the Board shall procure fire and extended coverage
insurance on the Hospital Facilities. The foregoing boiler ex-
plosion and fire and extended coverage insurance shall be main-
tained so long as Bonds or Additional Bonds are outstanding and
such fire and extended coverage insurance shall be in amounts at
least sufficient to provide for full recovery to the extent that .
the damage does not exceed 80% of full insurable value. ' Such }
insurance shall be carried with a reliable insurance company or
companies. In lieu of providing fire and extended coverage insur-
ance as required above, the Board may, at its option, provide the
equivalent of such insurance under its general System-wide Fire
and Extended Coverage Insurance policy, subject to a deductible
provision which is reasonable in amount, provided the Board
establishes and maintains a special account containing funds
which are at least sufficient to offset said deductible amount
and which are immediately available for such purpose. Upon the
happening of any loss or damage covered by such insurance from
one or more of said causes, the Board shall make due proof of
loss and shall do all things necessary or desirable to cause the
insuring companies to make payment in full directly to the Board.
The proceeds of insurance covering such property, together with
any other funds necessary and available for such purpose, shall
be used forthwith by the Board for repairing the property damaged
or replacing the property destroyed; provided, however, that if
said insurance proceeds and other funds are insufficient for such
purpose, then said insurance proceeds pertaining to the Hospital
Facilities shall be used promptly as follows:

(1) for the redemption prior to maturity of the Bonds
and Additional Bonds, if any, ratably in the proportion
that the outstanding principal of each Series or issue of
Bonds or Additional Bonds bears to the total outstanding
principal of all Bonds and Additional Bonds; provided that
if on any such occasion the principal of any such Series or
issue is not subject to redemption, it shall not be regarded
as outstanding in making the foregoing computation; or

(2) if none of the outstanding Bonds or Additional
Bonds is subject to redemption, then for the purchase on
the open market and retirement of said Bonds and Addition-
al Bonds, in the same proportion as prescribed in the fore-
going clause (1), to the extent ‘practicable; provided that
the purchase price for any such Bond or Additional Bonds
shall not exceed the redemption price of such Bond or
Additional Bond on the first date upon which it becomes
subject to redemption; or
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(3) to the extent that the foregoing clauses (1)
and (2) cannot be complied with at the time, the insur-
ance proceeds, or the remainder thereof, shall be deposit-
ed in a special and Separate trust fund, at an official
depository of the Board, to be designated the Insurance
Account. The Insurance Account shall be held until such
time as the foregoing clauses (1) and/or (2) can be com-
plied with, or until other funds become available which,
together with the Insurance Account, will be sufficient
to make the repairs or replacements originally required,
whichever of said events occurs first.

i (1) At all times when the Reserve Fund does not contain
 the maximum aggregate amount required to be on deposit therein,
i the Board shall procure and maintain use and occupancy insurance
‘on all the facilities, buildings, and structures of the Hospital
%Facilities, to the extent obtainable, in an amount sufficient to
enable the Board to deposit into the Interest and Sinking Fund
}and the Reserve Fund, out of the proceeds of such insurance, an
ums that are required to be deposited into
; ledged Revenues during the time the Hospital
iFacilities are wholly or partially unusable, as a result of loss
lof use or OcCcupancy caused by the perils covered by fire and ex-
{ tended coverage insurance.

i
!
]

: () The annual audit hereinafter required shall con-
itain a section commenting on whether or not the Board has com-
‘plied with the requirements of this Section with respect to the
imaintenance of insurance, and listing all policies carried, and
whether or not all insurance premiums upon the insurance policies
to which reference is hereinbefore made have been paid.

(k) The Board will fix, establish, maintain, and
collect such rentals, rates, charges, and fees for the use and
availability of the Hospital Facilities as are necessary to pro-
duce Gross Revenues of the Hospital Facilities sufficient, to-
gether with any other available resources, to pay all Current
Expenses of the Hospital Facilities, and sufficient, together
with other Pledged Revenues, to make all payments and deposits
required to be made into the Interest and Sinking Fund, and to
maintain the Reserve Fund, in connection with all Bonds and Addi-
tional Bonds.

(1) Proper books of record and account will be kept
in which full, true, and correct entries will be made of all
dealings, activities, and transactions. relating to the Pledged
Revenues, and all books, documents, and vouchers relating there-
to shall at all reasonable times be made available for inspection
upon request of any bondholder.

(m) That each year while any of the Bonds or Addition-
al Bonds are outstanding, an audit will be made of its books and
accounts relating to the Pledged Revenues by the State Auditor
of the State of Texas, or any certified public accountant, such
audit to be based on the fiscal year of The University of Texas
System. As soon as practicable after the close of each such
fiscal year, and when said audit has been completed and made
available to the Board, a copy of such audit for the preceding
fiscal year shall be mailed to all bondholders who shall so re-
quest in writing. Such annual audit reports shall be open to
the inspection of the bondholders and their agents and repre-
Sentatives at all reasonable times. f

P N R
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That the Board covenants that it will not permit
to be deposited to the credit of any of the Funds created by this
Resolution, or applied to the payment of the principal of or in-
terest on the Bonds or any Additional Bonds, any proceeds from
any grant, subsidy, donation, or income received from the United
§tates Government, whether pursuant to agreement or otherwise,
if such deposit or application would result in interest payable
on the Bonds or Additional Bonds being includable in whole or in
part in gross income for Federal income tax purposes.

(o) That the Board covenants t
s and conditions of an

i and the Board will take
erms and conditions.

(p) That the Board covenants to and with the pur-
chasers 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 which, 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 have caused the bonds to be arbitrage bonds
within the meaning of Section 103(d) of the Internal Revenue Code
of 1954, as amended, or any regulations or rulings pertaining
thereto; and by this covenant the Board,is obligated to comply
with the requirements of the aforesaid Section 103(d) and all
applicable and pertinent Department of the Treasury regulations
relating to arbitrage bonds. The Board further covenants that the
proceeds of the bonds will not otherwise be used directly or in-
directly so as to cause all or any part of the bonds to be or be-
come arbitrage bonds within the meaning of the aforesaid Section
103(d), or any regulations or rulings pertaining thereto.

Section 23. That the Chairman of the Board is hereby
authorized to have control of the Bonds and all necessary records
and proceedings pertaining to the Bonds pending their delivery
and their 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 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
printed and endorsed on each of the Bonds, and the seal of said
Comptroller shall be impressed, or placed in facsimile, on each
of the Bonds.

Section 24. That it is hereby officially found and de-
termined: that a case of emergency or urgent public necessity
exists which requires the holding of the meeting at which this
Resolution is adopted, such emergency or urgent public necessity
being that the proceceds from the salec of said Bonds are ‘required
as soon as possible and without delay for necessary and urgently
needed public improvements; and that said meeting ‘was open to
the public, and public notice of the time, place, and purpose
of said”meeting was given, all as required by Vernon's Ann. Civ.
St. Article 6252-17.

Section 25. That said Bonds are hereby sold and shall be
delivered to a Syndicate headed by White, Weld & Co.
Incorporated R ’
for cash for the par value thereof and accrued interest thereon
to date of delivery, plus a premium of $ 9,025,990 .
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GALVESTON MEDICAL BRANCH: RESOLUTION WITH RESPECT TO
COMMITMENTS TO THE JOHN SEALY HOSPITAL-3Y THE SEALY &
SMITH FOUNDATION FOR THE JOHN SEALY HOS.” ‘TAL. --Upon
motion of Regent Clark duly seconded, the following\}esolution with -
respect to commitments for the John Sealy Hospital at The University
of Texas Medical Branch at Galveston was adopted:

WHEREAS, The Board of Regents of The University of Texas
System and The Sealy & Smith Foundation for the John Sealy
Hospital have entered into an agreement dated July 1, 1973,
pertaining to the Foundation's participation in the funding of
$34,500, 000 Board of Regents of The University of Texas
System, The University of Texas Medical Branch at Galveston,
Endowment and Hospital Revenue Bonds, Series 1973, which
are proposed to be issued by the Board for the construction
of a new five hundred twenty-eight bed hospital in connection
with the John Sealy Hospital in Galveston, Texas, to which
agreement reference is made for all purposes, and

WHEREAS, The Board of Regents and the Board of Directors
of The Sealy & Smith Foundation are desirous of entering into
an agreement to clarify certain matters with regard to prior
commitments of the Foundation which are left uncertain or
unresolved by virtue of such agreement dated July 1, 1973;

NOW, THEREFORE, BE IT RESOLVED, That the Board of
Regents of The University of Texas System does hereby agree
with The Sealy & Smith Foundation for the John Sealy Hospital
as follows:

(1) That in the event the 334,500, 000 Board of Regents of
The University of Texas System, The University of
Texas Medical Branch at Galveston, Endowment and Hos-
pital Revenue Bonds, Series 1973, are not sold and
delivered, The Sealy & Smith Foundation will not be
required to contribute funds for such purpose.

That with regard to certain commitments made by The
Sealy & Smith Foundation for financial payments to the
Board of Regents, that in the event these payments will
cause The Sealy & Smith Foundation to exceed 20% of its -
annual net income (80% of the annual net income of the
Foundation having been pledged to the above described
bonds), then in that event the Foundation may make pay-
ment of such prior commitments in the next succeeding
year or years in order that the total of such payments
during any fiscal year will not exceed 20% of the

Foundation's annual net income.

That the Board of Regents agrees that it has received
certain advances from The Sealy & Smith Foundation in
the approximate amount of $440,000, which advances
were supposed to be repaid out of the annual net income
of the Special Fund held under the joint management and
control of the Board of Regents and The Sealy & Smith
Foundation, which ""Special Fund" income has been

e e B R
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pledged to the payment of the above described bonds,

and does further agree to repay to The Sealy & Smith
Foundation the amount of said advances out of the income
from such Special Fund, when and in the event that said
above described bonds have been Paid off in their entirety.

BE IT FURTHER RESOLVED, That the Chairman of the Board of
Regents be and he is hereby authorized to execute an agreement
with The Sealy & Smith Foundation for the John Sealy Hospital
setting forth the agreements set out herein and to do any and all
things necessary and desirable for and on behalf of the Board of
Regents of ‘The University of Texas System in connection therewith.

:

| RECESS. --The Board of Regents recessed at 9:15 a. m. to reconvene
| promptly after the Standing Committees and the Committee of the
' Whole completed their meetings.

- REASSEMBLY. --At 5:05 p. m. on Friday, July 27, 1973, the Board of -
! Regents reassembled in the same room and with the same attendance
as at the morning session to receive the reports of the Committees.
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REPORTS OF STANDING COMMITTEES
S

N

Set out below are reports of meetings of the Standing Committees which
were conducted in open session: ‘
REPORT OF SYSTEM ADMINISTRATION COMMITTEE (Pages 38-39 ). --
The following Report of the System Administration Committee was filed by

"Vice-Chairman Williams and adopted without objection, and the recom-
mendations therein were approved:

P

Since the last report of the System Administration Committee on
June 1, 1973, the following recommendations of the Administration
were circulated to the members of the System Administration Com-
mittee and no exceptions were registered. These recommendations
are herewith submitted for formal approval by the System Admin-
istration Committee: : :

U.T. Austin, U.T. San Antonio and San Antonio Health Scieace
Center (San Antonio Medical School):. Amendments to the 1972-73
Budgets (5-B-73). --It is recommended by the appropriate insti-
tutional heads, concurred in by System Administration, that the
following amendments to the 1972-73 budgets for The University
of Texas at Austin, The University of Texas at.San Antonio and
The University of Texas Health Science Center at San Antonio
(San Antonio Medical School), be approved (Pages 38-39 ).

Unless otherwise indicated, the sources of funds for these amend-
ments are departmental appropriations. 7

All rates are full time rates: salary rate indicates a 12 months'
full time rate and academic rate indicates a 9 months' full time
rate:

~

The University of Texas at Austin

a3

Effective
Explanation Present Status Proposed®Status Dates

David T. Gibson (Tenure) -
Microbiology ’ Associate Professor Associate Professor

Salary Rate (12 mos.) % § 22,667 . $ 25,000 . - 5/1/73

Source of Funds:
U.S.P.H.S. Career
Development Award

Extension Teaching and
Field Service Bureau . ; - . ’
Transfer of Funds From: Unappropriated To: Extension Teaching
N Bglanceﬂvia Estimated = and Field Service Bureau -
Income ~ Extension Classes
' and Consultant .
Services $100,000

Travel ___ 5,009

Amount of Transfer $105,000 . -~ $105,000
< S .
. & el

&
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The University of Texas at Austin (Continued)

Explanation Present Status Proposed Status

s ~ Effective

Dates.”

Y

Auxiliary Enterprises -"
Jester Center Store

Transfer of Funds From: Jester Center To: Jester Center Store -

Store Unapproprlated Other Expenses
Balance via Estimated =
Income

Amount of Transfer $ 60,000 $ 605000

Auxiliary Enterprises -

Texas Student

Publications

Transfer of Funds From: TSP Unappro- To: The Summer Texan -

priated Balance via Other Operating Expense

Estimated Income (Summer Directory) $ 1,750

Allocation for Budget
Adjustments

The Umver51ty of Te\:as at San Antonio .

Auxiliary Enterprxses -
Bookstore and Vendlng
Machines .

Transfer of Funds From: Estimated Tof Bookstore and

Income - Bookstore and Vending Machines -
_ Vending Machines Maintenance, Operation
e ‘ and Equipment $ 1,000

Purchase of
.“Materials, for-
Resale 1,000

Amount of Transfer $ 2,000 ) $ 2,000
The Un1vers1ty of Texas Health Science Center at San Antomo
(San Antonio Medical School)

L. George E. Webb (Non-tenure) = - - .
Anesthesiology Assistant Professor Assistant Professor )

Salary Rate $ 23,000 $ 26,000fuw’° g
Source of Funds: e

Unallocated Faculty
Salaries

50

Amount of Transfer $1,800 | $ 1,800

L L AT i e F e e b i S i St D G >
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REPORT OF ACADEMIC AND DEVELOPMENTAL AFFAIRS COMMIT-

. TEE (Pages’ 40 - 62), --In the absence of Regent (Mrs.) Johnson,
Chairman of the Academic and Developmental Affairs Committee, Board
Chairman McNeese filed the following report of the committee which was
unanimously adopted upon motion duly made and seconded: ’

7
1. U. T. System: Chancellor's Docket No. 65. --Chancellor's Doc”ket ’
No. 65 was approved in the form distributed by the Secretary prior
to the meeting. It is attached (Attachment No. 1 ) following

——

Page 217 and made a part of these Minutes.

U. T. Arlington: Authorization to Request Coordinating Board for -
Permission to Establish a Master of Science Degree in Computer-
Science. --Upon recommendation of Acting President Nedderman,
concurred in by Chancellor LeMaistre, authorization was given to
request the Coordinating Board, Texas College and University
System for permission to establish a Master of Séience'Degree in

.Computer Science at The University of Texas at Arlington.

U. T. Arlington, U. T. .Austin, and U. T. El Paso: Appearance of
Student Representatives and Adoption of Building Use Fee and

Student Services Fee (Required)-Effective with 1973 Fall Semester. --
Prior to authorizing Building Use Fees and Student Services Fees
(Required) for The University of Texas at Arlington, The University

of Texas at Austin and The University of Texas at El Paso, the
following student representatives from U. T. El Paso and U. T. Austin
‘appeared before the Committee to present their views on this matter.
These students had prepared and presented written statements to the
Academic and Developmental Affairs Committee prior to the meeting:

a. Russell Autrey and Francis Pinario, President and Treasurer
of the U. T. El Paso Student Association, respectively,
appeared and asked that the Committee reconsider and lower
the Building Use Fee to $4. 50 per semester. Most of the
students at U. T. El Paso come from low income families
and to lower the fee would aid those students. Mr. Pinario
suggested that if it is necessary to raise the fee that it be
done gradually.

Sandy Kress and Cappy McGarr, President and Vice-
President of the U. T. Austin Students' Association,
respectively, and Marian Bentley, a student, appeared in
the interest of U. T. Austin. Mr. McGarr recommended
that the Board of Regents review the action it took on
June 1 with respect to raising the Building Use Fee while
Mr. Kress pointed out that even with the 5% provision
excusing financially disadvantaged students from paying
fees the majority would have to pay the increased fees.
Miss Bentley also requested that the fee increase be on

a gradual basis in order to aid those who had to work
part time, seek financial help and cope with the rising

cost of living. S
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Following the appearance of these students, Board Chairman McNeese
expressed his personal appreciation and appreciation on behalf of the
Board of Regents to these student representatives for their type of
presentation, brevity and courtesy. He said,"It wasa pleasure to
hear from you. "

At the request of Regent Clark, Chairman McNeese called on Regent
Erwin to speak to these statements and point out whether the Com-
mittee could accommodate the request to either lower or postpone
action on the fees. In essence, his remarks are set forth in the
following letter (Pages 42 - 51) to members of the Board of Regents
reviewing the historical, legal, and financial background of the
proposed Building Use Fees. ‘

Following the statement by Regent Erwin, Regent Shivers commented
that there is one simple fact: the bonds issued by the System cannot
be allowed to be in default. When the passage of House Bill No. 83
reduced fees for part time students, it was necessary to get the
money to meet the bond commitments in séme other way. He said,
"I don't think there is a member of this Board that favors an
increase but because of House Bill No. 83 we have no choice. "'
B oo

Following the detailed discussion that ensued, }.%‘egent Erwin moved_
that the following mandatory Building Use Fees a\;nd Student Services
Fees (Required) for each semester and for each summer session
effective with the beginning of the 1973 Fall Semester be authorized
to be levied and collected for The University of Texas at Arlington,
The University of Texas at Austin, and The University of Texas at
El Paso: . '

;Building Student Services

Use Fee Fee

U. T. Arlington «  $8.00 plus $5.00 per $2.00 ﬁer semester credit
" “semester credit hour  hour, not to exceed a total
v of $30. 00

U. T. Austin $9.00 plus $6.00 per  $3.50 per seméster credit
: semester credit hour hour, not to exceed a total
S:"f $30. 00 :

U. T. El Paso $6. 50 per semester $2. 00 per semester credit
credit hour +hour, not to exceed a total
.~ of $30.00 .

Vice-Chairman Williams seconded the motlon whlch was

unanimously
adopted. . : gRE

D

This action repeals and replaces any.and all contrary action heretofore w;‘
taken by the Board of Regents. _ .;

G
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THE UNIVERSITY OF TEXAS SYSTEM
:BOARD OF REGENTS’

e S R

FRANK C. ERWIN. JR. S v ) ’ | ) June 252’ 1973

g3 BROWN SUILDING
cAAUPTIN, TERAS 78701

To the Members of the Board of Regents:

Dear Mrs. Johnson and Gentlemen:

Since there has been some discussion in the Austin press in recent
days regarding the student building use fees at'_.Uv.‘ T. Austin, U. T. Arlington,
and U. T. iil Paso for the 1573-74 school year, you might like to have the h
following relevént information readily available:

1. The need for student building uée fees arises from the fact that
the Texaé (',"qnstitution express}j prohibits the Legislatz;re from appro-
priating General Revenue funds fo; the construction of buildings at U, T.

| Austin, U. T. Arlington, U T. EIVPﬁSQ and certain other named institu-

-

tions of highef education.

T

2. Inlieu of General Revenue funds for construction, the Texas

Constitution authorizeé the "Board of Regents to issue Permanent Univer-

sity Fund bonds (up to 13.3% of the value of the Fund) for buildings at

U. T. Austin and U. T. El Paso and to issue Constitutional Tax bondsbfor

buildings at U. T.: Arlington. However, U. T. Austin and U, T. El Paso

must share the proceeds of the- P. U. F. bonds with Galveston Medical

Branch, Dallas Medical School, Housgon Dental Branch, M.D. Anderson

‘Hospital, Houston Gradué4te School of %iomedical Sciences, Houston School
of Public Health, McDonald Observatory, andi:he Marine Sci;ance Instittite,
and there simply are ot enough P. U. F. bond proceeds to meet the builciing

needs of all of those institutions - particulariy in light of the tremendous

s s

enrollment increases that occurred in the late 1960's. Similarly,
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U. T. Arlington must share the proceeds of the Constitutional Tax bonds

| wikth 16 other ‘State colleges and universities, and similarly, there simply
are not enough Constitutional TaJ;: bond proceeds to meet the building
needs of all of those institutions. 0

3. Recognizing that no General Revenue can be appropriated for

buildings at the above mentionedﬂ “institutions and recognizing that the
P.U.F. bond proceeds and the ‘Constitutiolnal Tax bond proceeds are inade-
quate for the purpose, several years ago the Legislature authorized the

several governing b&_,ards of institutions of higher education to levy

mandatory student fees with which to finance the issuance of bonds for the

i@
i
oy construction of buildings to be used by the students. These fees are appro-

a3

priately known ag "student building use fees.v "

4. As of‘f:‘he'1972-73 scﬁool year just completed, the student bdild-
ing use fees at U. T. Austin, U. T. Arlington, and U. T. El Paso were all .
a flat charge of $50 per student %er semester -Hwit‘nout regard to the
number of semester credit hours for which the student was registered.
For compar:i‘son, during the 1972-73 school year the student building use
fees at some of the other large state univers{ties in Texas were:

(1) North Texas State University - $61, 00 per semester
Cper student

(2) East Texas State University - $59.00 per semester
: per student

(3) University of Houstca - $50. 00 per semester
s per student

Texas Tech University $50. 00 per semester
: ) per student

S {\:
Texas A&M University $38. 50 per semester
‘ i per student

o~
f)

S LA AP
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5. Du;inalhe past several months, the U. T. System Administration
has conducted a careful study of the next d-years' building needs at each
institution in the U. T. System, togethefllwith a study of the possible

sources of funding for those projects. One of the results of that study was

the conclusion that in drder to fund the construction projects that have been

| approved by the Regents and that are presently either in the architects' offices
or under censtruction it will be necessary to issue the: fo‘llowmtr amounts |

- . \
D TR

G Ny
"l of additional student .building use fee bonds within the next few months:

g ﬁ,..\

U. T. Austin - $34 million
U. T. Arlington - $7-1/2 million
| U. T. El Paso - $5 million
6. It should be emphasized that the above mentioned.,new bonds are

required after all other available funds - including all avaulable Constitu-
t10na1 bond proceeds - have been apphed and exhausted. It should also be_v
recdled that at the last Regents' meeting, la new and mnovatwe plan of
construction financing was approved which over the next several years w111
prov1de about $53 million for construction at U. T. Austin without anym r

"

economic burden whatever on ﬂx_e_ students. This demonstrates that we

have resorted to every possible means of minimizing the impact of the
needed"" construction on the students.

: 7 If the student bulldlng use fee had been left on a flat per.capita
basis and if all other factors had remained the same,, in order to servwe

the present]y outstandmg student building use fee bonds and the new student

building use fee bonds described above, the student general buildmg use fees

for 1973-74 would have been approximately as follows:

.,




U. T. Austin - $72 per semester per student

U. T. Arlington - 364 per semester per student

U. T. El Paso - $69.per semester per student

8. However, during the just concluded session of the Legislature,
there was considerable pressure to give some relief to part-time students
in the payment of mandatory fees. A simple example can best point up the

problem. At U. T. Austin in 1972-73, a full-time student enrolled for 15

semester credit hours paid approximately $133.50 per semester in mandatory
fees (consisting of tuition, student building use fee, and student services fee)

while a part-time student holding an outside job and taking only one 3-semester

credit-hour course, was required to pay approximately $123. 50 per semester
in mandatory fees. To correct this seeming inequity, a number of bills
were introduced to require that alj mandatory fees be levied on a "per
semester credit hour" formula in order that each student would pay the
mandatory fees on the basis of the relatr*e amount of work for which he

or she registers - and, presumably, on the relative amount of use he ,or
she makes of the 1nst1tut10n s physical facilities. Without tracing in detail
the legislative history of that legislation, H.B. 83 has nou;’/become law, and
its effect is that all major mandatory fees must now be collected on a ''per
semester credit hour" basis, with a 350 per senrester minimum for tuition
and a $30 per semester maximum for student services fee. It should beA

emphasized, however, that with respect to each of the major mandatory fees,

there is provision in the law for relief for students who can show that the

payment of the full fee would create an undue econoxmc hardship. In proper

instances, the institution is permitted to grant a $25 per semester tuition

scholarship, to excuse up to 10% of the students from the payment of all or
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any part.of the student services fee, and to excuse up to 5% of the students
! fromrthe payment of all or any part of the student general building use fee.
While H. B. 83 did not achieve all of the relief for part-time students thaf
its advocates desired, using the example mentioned earlier in this
paragraph, the part-time student ré‘éistered for onl;3 semester credit
hours at U. T. Austin in 1972-73 would have had his or her mandatory fees
reduced from $1’23. 50 per semester to about $74. 00 per semester.

9. However, in granting relief to part-time students, H.B. 83

increased the economic burden on full-time students, and this result was

made abundantly clear in advance by me to the advocates of the legislation, |

to the House Education Committee, and to numerous members of the Senate.

Another simple example will demonstrate the necessary consequences of

the législation. At U. T. Austin approximately $6, 731, 142 per year will be
required to service the presehtly outstanding general student building usé fee
bonds and the $34 million of new bonds to be i$§ued later this year. Therefore,

if the total bond service requirement of $6, 731,142 is divided equally on a

flat fee per capita basis among 93, 854 students (i.e., 39,900 in Fall, 1972;

37,813 in Spring, 1973; and 16,141 in Summer, 1972), each ‘student will be
required to pay a student general building use fee of aboutl_\$72 per semester. |
However, if that total bond service requirement of $6, 731,"142 is divided |
by 1,127, 508 semester credit hours (i.e. 535,370 in Fall, 1972; 495;039
(n Spring, 1973; and 156, 442 i;x“Summer, 1973; less 5% for excused payments
due to undue economic hardship)i with the result that $5. 96 is charged for

each semester credit hour, the.full-time student enrolled for 15 semester

credit hours would have his or her student general building use fee increased

from $72 per semester to $89. 40'5 per semester as a direct result of the

enactment of H. B. 83. (In the resolution adoptea at the last Regents' meeting,

R s B
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| the overall student building use fee was set at $6. 50 per semester credit
hour, but that will prc;bébly have to be modified as indicated later in this
letter.) 5

10. It should probably be specially noted that at U. T. El Paso the

economic impact of H:.{’B. 83 on full-time students is exaggerated and

multiplied by the ‘pmresence of three factors which are peculiar to U, T. El

Paso and are not present at the other two institutions. First, about

5274, 000 per year ofcstudent building use fees have to be diverted to service

dormitory bonds which were intended to be serviced by dormitory income,

but the present high percentage of dormitory vacancies renders that

o

impossible. Every effort is being made to correct that situation by trying

to increase the occupancy of the dorms. Second, there is a relatively high

percentage of part-time students at U. T. E} Paso, and the conversion to

''per semester credit hour" fees is, therefore, r’elatively more burdensome
to full-time students at El Paso than elsewhere. Thifd, with the oﬁéning of
the new community college in El Paso, .there has been what is hoped - ‘and

thought - to be a temporary decline in enrollmént,' but,  nevertheless,

without the issuance of any new bonds, the reduction:in fhe number of

semester credit hours would require an increase in the per semester credit
hour fee if the same amount of revenue from that source is to be maintained.
Finally, although it almost goes without saying, while it costs as much in

El Paso as it does in Austin to service one million dollar