$
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BONDS
SERIES 2002A

FORWARD DELIVERY CONTRACT

. 2001

The Board of Regents of

The Universty of Texas System
¢/o Director of Finance

221 West 6th Street, Suite 1700
Augtin. Texas 78701

Ladies and Gentlemen:

The undersgned (hereinafter sometimes cdled the “Underwriter”), offers to enter into the
following agreement (the “Purchase Contract”) with the Board of Regents (hereinafter cdled the
“Board’ or the “Issuer™) of The Universty of Texas System ((hereinafter cdled the “Sysem”),
which, upon the Board's written acceptance of this offer, as evidenced by the execution of this
Purchase Contract by the duly authorized Authorized Representative of the Board (the
“Authorized  Representative,” as defined as in the Resolution, as hereinafter defined), will be
binding upon the Board and upon the Underwriter. Capitdized terms used herein and not

otherwise defined shdl have the respective meanings given to them in the Resolution or the
Officid Statement (as hereinafter defined).

L Purchase and Sale of the Bonds. (a) Subject to the terms and conditions and in
reliance upon the representations, warranties and agreements set forth herein, the Underwriter
hereby agrees to purchase from the Board, and the Board hereby agrees to sdll and ddiver to the
Underwriter @l (but not less than dl) of the $ aggregete principa  amount  of
Boad of Regents of The Universty of Texas Sysgem Permanent Universty Fund Refunding
Bonds, Series 2002A (the “Bonds’).

(b) The Bonds shdl be as described in, and shal be issued and secured under
the provisons of, a resolution adopted by the Board on February 15, 2001 (the “Resolution”),
authorizing the issuance of the Bonds. The Bonds shdl be dated, shdl be in the aggregate
principa amount, shal have the maturities, shal bear interest from the dates and a the rates, and
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dhdl have the other characteristics and terms as sat forth in Exhibit A hereto and in the Form of
Bond st forth in the Resolution.

(c) The purchase price for the Bonds (the “Purchase Pricg’) shdl be

$ (representing the par amount of the Bonds of $ , less an
underwriting discount of $ [plus] [less] a net origind issue [premium] [discount:] on
the Bonds of $j, together with interest accrued on the Bonds, if any, from the date

of the Bonds to the Bond Delivery Closng Date (as defined in Section 6 hereof).

(d) It shdl be a condition to the Board's obligations to sdl and deiver the
Bonds to the Underwriter and to the Underwriter’s obligations to purchase, to accept delivery of
and to pay for the Bonds that the entire principa amount of the Bonds shdl be issued, sold and
ddivered by the Board and purchased, accepted and paid for by the Underwriter a the Bond
Delivery Closing (as defined in Section 6 hereof). The Underwriter agrees to make a bona fide
public offering of dl of the Bonds prior to the Escrow Closing (as defined in Section 6 hereof) at
prices not in excess of the initid offering prices or yidds st forth on the cover page of the
Officia Statement, plus interest accrued thereon, if any, from the date of the Bonds to the Bond
Ddivery Closing Date and to provide certification a, or prior to, the Escrow Closing, in form
and subgtance satisfactory to Bond Counsd (as hereinafter defined) and an Authorized
Representative, as to the prices and yidds a which a substantia portion of the Bonds (including
each maturity) were sold to the public by the Underwntcr to enable the Board to determine the
"Issue Price” of the Bonds for purposes of Section 148 of the Code (as hereinafter defined),

2. Liquidated Damages. (&) If the Undewriter fals (other than for a reason
permitted in Section 9) to accept and pay for the Bonds on the Bond Ddivery Closing Date as
provided herein, the Underwriter shdl pay to the Board as full liquidated damages and not as a
pendty, an amount equa to$  _ (which amount the Authorized Representative has
determined to be equd to the net present value savings that would be redized by the Board if the
Bonds were issued as contemplated hereby, plus expenses paid by the Board in connection with
the transactions contemplated hereby) and payment of that sum by the Underwriter to the Board
shdl conditute a full rdease and discharge of dl clams and damages for such fallure and for any
and al such defaults hereunder on the part of the Underwriter. The Board and the Underwriter
mutuelly acknowledge and confirm that it would be extremdy difficult, if not impossble to
determine the exact amount of damages that would be suffered by the Board as a result of a
falure of the Underwriter (other than for a reason permitted hereunder) to accept and pay for the
Bonds on the Bonds Ddlivery Closng Date as provided herein and that the liquideted damages
provided herein arc a reasonable good faith estimate of the actuad damages that would be suffered
and are not a penalty.

(b) The Underwriter may satisfy its obligations under this Purchase Contract by payment
to the Board on the Bond Delivery Closing Date of an amount equd to $ (which
amount the Authorized Representative has determined to be equal to the net present vaue
savings that would be redlized by the Board if the Bonds were issued as contemplated hereby,
plus expenses paid by the Board in connection with the transactions contemplated hereby).



3. Official Statement; Amendment and Rule 15¢2-12. (@) The Prdiminay
Officiad Statement of the Board dated , 2001, relaing to the Bonds, including the
cover page and appendices thereto (the “Preiminary Officid Statement”), as amended to
conform to the terms of this Purchase Contract and with such changes and amendments as have
been mutualy agreed to by the Board and the Underwriter to the date hereof, is atached hereto
as Exhibit B and is hereinafter referred to as the “Officid Statement.” Within saven (7) Business
Days after the execution of this Purchase Contract, the Board shall deliver to the Underwriter
copies of the find form of the Officid Statement in the form atached hereto as Exhibit B (with
only such changes therein as shal have been gpproved by the Underwriter in such quantities as
the Underwriter may reasonably request in order for the Underwriter to comply with the Rules of
the Municipd Securities Rulemaking Board (the "MSRB") and Rule 15¢2-12(b)(4) under the
Securities Exchange Act of 1934, as amended (the "1934 Act’). The Board hereby ratifies and
consents to the use of the Priminary Officid Statement by the Underwriter on or before the date
hereof in connection with the offering of the Bonds and hereby authorizes the use by the
Underwriter of the Resolution, the Officid Statement, and any amendments thereof or
supplements  thereto pursuant to this Section, and the information contained in any of the
foregoing, in connection with the offering and sde of the Bonds.

(b) If, after the date of this Purchase Contract and until the Escrow Closing
Date (as defined in Section 6 hereof), any event shal occur, or circumdances shdl exis or its
occurrence or exisence becomes known, that might or would cause the Officid Statement, as
then amended or supplemented, to contain any untrue statement of a materia fact or to omit to
date a materid fact necessary in order to maeke the Statements made therein, in light of the
crcumdances under which they were made, not mideading, the Boad shdl notify the
Underwriter thereof, and if. in the reasonable opinion of the Underwriter or counsd for the
Underwriter, such event requires an amendment of or a supplement to the Officiad Statement, the
Board will prepare and furnish to the Underwriter either an amendment of or a supplement to the
Officid Statement so that the Officia Statement, as 0 amended or supplemented, will not
contain any untrue statement of a materid fact or omit to State a materiad fact necessary in order
to meke the daements made therein, in the light of the circumstances when the Officid
Statement is s0 amended or supplemented, nor mideading. The Board dso agrees that it will
furnish, before the Officid Statement is amended or supplemented, a copy of cach proposed
amendment or supplement to the Underwriter, who shdl have the right to approve such
amendment or supplement, which gpprova shal not be withheld unreasonably.

(c) The Undewriter agrees to: (i) promptly file a copy of the find Officd
Satement (the “Find Officid Statement” or “Officid Statement”) with a “nationaly recognized
municipa  securities  information  repogtory”  within the meaning of Securities and  Exchange
Commisson Rule 15¢2-12 (a “Repository” and “Rule 15¢2-12") upon receipt of the fina] Officid
Staement (with any required forms) by deivering such Officd Statement to the MSRB or its
desgnee pursuant to MSRB Rule C-36 within one (1) Busness Day of recapt of the find
Officid Statement; and (i) to take any and dl other actions nccessary to comply with gpplicable
Securities and Exchange Commisson and MSRB rules governing the offering, sde and ddivery

of the Bonds to ultimate purchasers. The Underwriter shdl notify the Board of the date on which
the Find Officid Statement is tiled with a Repostory.
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(d) The Resolution contains the Continuing Disclosure Undertaking of the
Board that provides that prior to the Bond Ddivery Closng Date, the Board shdl file in a timely
fashion, in accordance with applicable federd securities law: (@) annudly required information
in accordance with the Continuing Disclosure Undertaking; and (b) notice of the occurrence of
any of the materid events liged in subsection (b)(5)(I)(C) of Rule 15¢2-12 but, prior to the Bond
Deivery Closng Date, solely as such events would gpply to any outstanding bonds secured by
the Interest of the Sysem in the Avalable Universty Fund if the Continuing Disclosure
Undertaking was agpplicable to such bonds. The Underwriter acknowledges that the Continuing
Disclosure Undertaking will enable the Underwriter to comply with subsection (b)(5) of
Securities and Exchange Commission Rule 15¢2-12 (‘Rule 15¢2-12"). The Board hereby agrees
that, if between the Escrow Closng Date and the Bond Deivery Closing Date there shdl have
been a change in subsection (b)(S) of Rule 15¢2-12 which establishes requirements gpplicable to
obligated persons more stringent than those in effect on the Escrow Closing Date as a condition
of the Underwriter's not being prohibited from purchasng or sdling the Bonds (a “Modified
Rul€’), the Board will comply with reasonable requests by the Underwriter to amend the
Continuing Disclosure Undertaking such thet it will meet the requirements of the Modified Rule
as in effect on the Bond Ddivery Closng Datc.

(e) Unless otherwise notified in writing by the Underwriter by the Escrow
Closng Date, the Board can assume that the “end of the underwriting period” for purposes of
Rule 15¢2-12 shdl be the Escrow Closng Date. In the event such notice is S0 given in writing
by the Undewriter, the Undewriter agrees to notify the Board in writing following the
occurrence of the “end of the underwriting period’ as defined in Rule 15¢2-12. The “end of the
underwriting period” as used in this Purchase Contract shdl mean the Escrow Closing Date or
such later date as to which notice is given by the Underwriter in accordance with the preceding
sentence.

() Prior to or concurrently with the acceptance hereof by the Board, the
Board has ddivered to the Underwriter one certified copy of the Resolution.

4. Use of Documents; Certain Covenants and Agreements of the Board. The
Board covenants and agrees.

(2) To apply the proceeds from the sde of the Bonds as provided in and
subject to dl of the terms and provisons of the Resolution authorizing their issuance, and not to
take or omit to take any action which action or omisson will adversdy affect the excluson from
gross income for federa income tax purposes of the interest on the Bonds under the Interna
Revenue Code of 1986, as amended (the ‘Code’).

{b) If, after the date of this Purchase Contract to and including the date the
Underwriter is no longer required pursuant to Rule 15¢2-12 to provide the Officid Statement to
potentid customers requesting an Officid Statement (such date being the earlier of (A) 90 days
from the end of the underwriting period and (R) the time when the Officid Statement is available
to any person from a Repostory, but in no case less than 25 days dfter the end of the
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underwriting period), any event shdl occur as a result of which it is necessary to amend or
supplement the Officid Statement in order to make the datements therein, in the light of the
circumstances when the Officia Statement is ddlivered to a purchaser, not mideading, or if it is
necessary to amend or supplement the Officid Statement to comply with applicable law, to
notify the Underwriter (and for the purposes of this clause (b) to provide the Underwriter with
such information as they may from time to time request), and to cooperate with the Underwriter
in the preparation of either amendments or supplements to the Officid Statement so tha the
datements in the Officid Statement as so amended and supplemented will naot, in light of the
circumgtances when the Officia Statement is delivered to a purchaser, be mideading or o that
the Officid Statement will comply with applicable law.

(c) To furnish such information and execute such ingruments and take such
action in cooperation with the Underwriter as the Underwriter may reasonably request (A) to (y)
quaify the Bonds for offer and sde under the Blue Sky or other securities laws and regulaions
of such gaes and other jurisdictions in the United States as the Underwriter may designate and
(z) determine the digibility of the Bonds for investment under the laws of such dates and other
jurisdictions and (B) to continue such qudifications in effect so long as required for the
digribution of the Bonds, provided, however, that the Board will not be required to qudify as a
foreign corporation or otherwise to do business or to file any general or specia consents to
sarvice of process under the laws of any state. The Board hereby consents to the use of the
Resolution, the Prdiminary Officid Statement, the Officid Statement and this Purchase Contract
(and drafts of the Prdiminay Officid Statement and this Purchase Contract prior to the
avalability of such documents in find form) by the Underwriter in obtaining such qudificaions
and determining such digibilities

(d) To advise the Underwriter immediately of receipt by the Board of any
notification with respect to the suspenson of the qualification of the Bonds for sde in ay
juridiction or the initiation or threat of any proceeding for that purpose.

(e) To not issue any additional bonds, notes or other obligations for borrowed
money payable in whole or in part from the Interest of the System in the Avalable Universty
Fund (other than as contemplated in the Resolution or the Officid Statement) between the date
hereof and the Escrow Closing Date without the prior written consent of the Underwriter.

5. Representations and Warranties of the Hoard. The Board hereby represents,
warrants and agrees, as of the date hereof, that:

(a) The Sygem is duly organized and exising as an agency of the State of
Texas, and the Board is the duly appointed governing body of the System. The Board and the
Sysem have the powers and authority, among others, set forth in Article 7, Section 1§ of the
Condtitution of the State of Texas and the Texas Education Code, to adopt the Resolution and to
issue the Bonds,

(b) The Board has full lega right, power and authority (i) to enter into this
Purchase Contract and (ii) to adopt the Resolution, to pledge the Interest of the System in the

5



will not contain any untrue statement of a materid fact or omit to State any materid fact required
to be stated therein or necessary to make the statements therein not mideading.

(h) If the Officid Statement is supplemented or amended pursuant to
Paragraph 3(b), a the time of each supplement or amendment thereto and (unless subsequently
agan supplemented or amended pursuant to such paragraph) a dl times subsequent thereto
during the period up to and including the date the Underwriter is no longer required pursuant to
Rule 15¢2-12 to provide the Officid Statement ‘to potential customers requesting an Officid
Statement, the Officid Statement as so supplemented or amended will not contain any untrue
datement of a materid fact or omit to date any material fact required to be stated therein or
necessry to make the statements therein not mideading.

(1) The proceeds of the sale of the Bonds shall be gpplied as described in the
Officid Statement under the caption “SOURCES AND USES OF FUNDS.”

() The financid datements of, and other financid information regarding, the
Permanent Universty Fund and the Interest of the Sysem in the Avallable Universty Fund in
the Officd Staement farly present the financid podtion and results of the Permanent
Universty Fund and the Interest of the System in the Avalable Universty Fund as of the dates
and for the periods therein set forth. Subsequent to the respective dates as of which information
is given in the Officid Statement, up to and including the date hereof, there has been no materid
adverse change in the financid podtion, results of operations or condition, financia or otherwise,
of the Permanent University Fund or the Interest of the System in the Avallable University Fund,

(k) Except as described in the Officia Statement, there is not any action, suit,
investigation, inquiry or proceeding (whether or not purportedly on behdf of the Board) pending
or, to the best knowledge of the Vice Chancdlor and Generd Counsd of the System, threatened,
or that could be reasonably asserted, againgt the Board in any court, governmental agency, public
board or body or before any arbitrator or any government board or body, (i) affecting the
Sysem’'s exigence as a date agency or the Board's appointment as its governing body or its
powers, or the title of its officers to their respective offices, or (ii) seeking to restrain or enjoin
the issuance or delivery of the Bonds, or the gpplication of the Interest of the System in the
Avallable Universty Fund to pay the principd of and interest on the Bonds, or (iii) in any way
contesting or affecting the tax-exempt status of the interest on the Bonds or the Refunded Bonds,
or (iv) in awy way contesing or &ffecting the validity or enforcesbility of the Bonds, the
Resolution, this Purchase Contract, the Refunded Bonds, the Escrow Agreement or the Prior
Resolutions, or (v) contesting in any manner the completeness, accuracy, or fairness of the
Prdiminary Officid Statement or the Officid Statement, or (vi) any legd authority of the Board
pertaining to the Bonds, the Resolution, the Escrow Agreement or this Purchase Contract , or
(vit) which might in any materid respect adversdly affect the transactions contemplated herein.

(1 Any cetificate or copy of any cetificatle sgned by an Authorized
Representative and delivered to the Underwriter pursuant hereto or in connection herewith shdll
be deemed a representation by the Board to the Underwriter as to the truth of the statements
therein made.



(m  The Authorized Representative is authorized to act on behdf of the Board,
for the purpose of sdling the Bonds to the Underwriter, fixing the terms of the Bonds and taking
the other actions provided for herein and in the Resolution, and such actions by the Authorized
Representative shal be deemed to be actions by the Board.

(n) The Authorized Representative has been duly authorized to act on behalf
of the Board for the purpose of taking the actions provided for herein.

(o) The Board has not faled to comply in any materid respect with any
continuing disclosure agreement made by it in accordance with Rule 15¢2-12.

(p)  The Conlitutiond Provison crcates a vaid lien on the Interest of the
Sysem in the Avalable Universty Fund. and the Bonds, when validly executed, authenticated,
cetified and deivered in accordance with the Conditutiona Provison and the Resolution and
sold to the Underwriter as provided heren will be vaidly issued and outstanding obligetions of
the Board entitled to the benefits of the Conditutiond Provison and the Resolution.

6. Escrow Closing and Bond Delivery Closing. (@) On March , 2001 or on such
other date as may be agreed upon by th¢ Board and the Undewriter, (such date as findly
determined is referred to herein as the “Escrow Closng Date’), the certificates, opinions and
other documents required pursuant to Section 7(f) hereof shal be executed and delivered a the
offices of Vinson & Elkins, L.L.P. in Audin, Texas. or such other place as shdl have been
mutualy agreed upon by the Board and the Underwriter. Such cxecution and ddivery of
documents into escrow is herein cdled the “Escrow Closng.” Following the Escrow Closing,
the Board shdl he obligated to deliver and the Underwriter shal be obligated to accept ddivery
of and pay for the Bonds as provided in Scction 8(b) hereof on the Bond Delivery Closng Date.

(b) At 9:00 am,, locd time. on April 2, 2002 or a such other time or on such
other date as shal have been mutualy agreed upon by the Board and the Underwriter (such date
as findly determined is referred to herein as the “Bond Ddivery Closng Dae’), the certificates,
opinions and other documents required pursuant to Section 8(b) hereof shall be executed and
delivered a the offices of Vinson & Elkins, L.L.P. in Audtin, Texas, or such other place as shdl
have been mutudly agreed upon by thc Board and the Underwriter. Prior to the Bond Delivery
Closng (as defined below), the Bonds, duly executed and authenticated, shdl have been
delivered at the office of The Depository Trust Company ("DTC")in New York, New York, or at
such other place as the Board and the Underwriter may mutudly agree upon. The Underwriter
shall accept the ddivery of such Bonds and pay the Purchase Price of the Bonds (as set forth in
Section 1 hereof) by the deivery to the Board of immediately available federa funds payable to
the order of the Board in an aggregate amount equal to such Purchase Price, less the amount of
any drawing described in Section 2(b) hereof. The ddiveries of such Bonds and such funds are
referred to herein as the “Bond Delivery Closng,” The Bonds shal be issued in form to satisfy
the requirements of The Depostory Trust Company book entry sysem. The Bonds shdl be
made avalable to the Underwriter for purposcs of inspection a any time not less than one (1)
Business Day prior to the Bond Ddivery Closng Date.
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7. Conditions of Escrow Closng and Termination of Underwriter’s Obligation.
The obligation of the Underwriter to accept ddivery of and pay for the Bonds a the Bond
Delivery Closng shdl be subject to the performance by the Board, prior to or concurrently with
the Escrow Closing, of their respective obligations to be performed on or prior to such date under
this Purchase Contract and to the accuracy of the representations and warranties of the Board
contained in this Purchase Contract as of the date hereof and as of the Escrow Closing Date, as if
made on and as of the Escrow Closng Date (it being specificdly understood: (i) that for
purposes of satisfying this condition and the conditions in Section 7(f) hereof, other than dause
(B) of Section 7(f)(8), the teem “Officid Statement” shdl include any amendments thereof or
supplements thereto prior to the Escrow Closing Date pursuant to Section 3(b) hereof; and (ii)
the Underwriter shall be estopped from asserting, subsequent to the Escrow Closing Date, the
falure by the Board to satidfy any condition of the Escrow Clogng if the Undewriter delivers to
the Board on the Escrow Closing Date a certificate acknowledging or waiving performance of
such condition, which walver may, in the asolute discretion of the Underwriter, be expresdy
conditioned upon subsequent performance). Accordingly, the Underwriter’s obligations under
this Purchase Contract to purchase, to accept delivery of and to pay for the Bonds shdl be
conditioned upon the performance by the Board of its obligations to be performed hereunder and
under such documents and instruments at or prior to thc Escrow Closing, and shdl adso be
subject to the following additiona conditions:

{a) The representations and warranties of the Board contained herein shdl be
true, complete and correct on the date hereof and on and as of the Escrow Closing Date, as if
made on the Escrow Closng Date.

(b) At the time of the Escrow Closing, the Resolution shdl be in full force and
effect and shdl not have been amended, modified or supplemented, and the Officid Statement
shal not have been supplemented or amended, except in any such case as may have been agreed
to by the Underwriter.

(c) At the time of the Escrow Closing, dl officid action of the Board relating
to this Purchase Contract, the Bonds, the Resolution and the Escrow Agreement shdl be in full
force and effect and shdl not have been amended, modified or supplemented; and the
Underwriter shdl have recalived, in gppropriate form. evidence thereof.

(dy At the time of the Escrow Closing, there shdl not have occurred any
change in the condition, financid or otherwise, or in the earnings or operations of the Board,
from that st forth in the Officid Statement that, in the judgment of the Underwriter, is materid
and adverse and that makes it, in the judgment of the Underwriter, impracticable to market the
Bonds on the terms and in the manner contemplated in the Officid Statement, and the Board
shdl not have faled to pay principd or interes when due on any of its outsanding obligations
for borrowed money or otherwise be in default on any such obligation, and there does not exist
any event which, with the giving of notice, would conditute a default.



(e) The Underwriter shall not have eected to cancd the Underwriter’s,
obligation hereunder to purchase the Bonds, which dection may be made by notice to the Board,

upon the happening of any of the following between the date hereof and the Escrow Closing,
Date:

() legidaion (induding any amendment thereto) shdl have been introduced
in or adopted by ether House of the Congress of the United States or recommended to the
Congress or otherwise endorsed for passage by any legidative committee with
jurisdiction thereof, or a decison shdl have been rendered by a court established under
Article 11l of the Conditution of the United States or by the United States Tax Court, or
an order, tiling, ruling or regulation shal have been issued or proposed by or on behdf of
the Treasury Depatment of the United States or the Internal Revenue Service, the effect
of which. in the opinion of Bond Counscl, in any such case would be to impose, directly
or indirectly, federd income taxation upon interest received on obligations of the generd
character of the Bonds or upon income of the gencral character to be derived by the
Board, other than as imposed on the Bonds and income therefrom under the federd tax
laws in effect on the date hereof. in such a manner as in the judgment of the Underwriter
would materidly adversdy affect the market price of the Bonds;

(2) there shdl occur any event which, in the reasonable judgment of the
Underwriter, ether (LA) makes untrue or incorrect in any materid respect any statement or
information contained in the Prdiminary Official Statement and the Find Officid
Statement (other than any statement or information provided by the Underwriter), or (B)
is not reflected in the Prdiminary Officid Statement or the Find Officd Statement but
should be reflected therein in order to make the statements and information contained
therein not mideading in any materia respect and. in ether such event, the Board refuses
to pemit the Prdiminary Officid Staement or the Find Officid Statement to be
supplemented to correct or supply such dtatement or information, or the effect of the
Priminary Offidd Saement of the Fnd Official Statement as so corrected or
supplemented is, in the reasonable judgment of the Underwriter, to materidly adversdy
affect the market for the Bonds or the sale of the Bonds by the Underwriter, a the
contemplated offering price or prices (or yied or yidds);

(3) legidation shal have been enacted by the federd government or the State
of Texas, a decison of any federd or State of Texas court shal have been made, or a
ruling or regulation (proposed, temporay or find) of the Securities and Exchange
Commisson or other governmenta agency shdl have been made or issued that, in the
opinion of Underwriter’ Counsdl, has the effect of requiring the contemplated distribution
of the Bonds or any agreement offered in connection therewith to be registered under the
Securities Act of 1933. as amended, or the Resolution to be qudified as an indenture
under the Trust Indenture Act of 1939, as amended;

(4) (A) trading generdly shdl have been suspended or materidly limited on
or by, as the case may be, the New York Stock Exchange, (B) a genera moratorium on
commercid banking activities in New York shdl have been declared by either Federa or
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New York State authorities, or (C) there shall have occurred any outbreak or escaation of
hodilities or any change in financid makets or any cdamity or criss tha, in the
ressonable judgment of the Underwriter, is materid and adverse and such event, singly or
together with any other such event, has the effect, in the judgment of the Underwriter, to
materidly adversdy affect the market for the Bonds or the sde of the Bonds by the
Underwriter, at the contemplated offering price or prices (or yied or yidds); or

(5) the purchase of and payment for the Bonds by the Underwriter, or the
resde of the Bonds by the Underwriter, on the terms and conditions herein provided sha]l
be prohibited by any applicable law. governmentd regulation or order of any court,
governmental  authority, board, agency or commission.

() At or prior to the Escrow Closing, the Underwriter shal have received
each of the following documents:

(1) The Fnd Officd Statement, ¢xccuted on behdf of the Board by the
Authorized Representative;

(2) The Resolution certified by the Board's Executive Secretary, under the
Boards sed as having been duly adopted by the Board and as being in effect, with such
changes or amendments as may have been agreed to by the Underwriter, and the
Resolution shdl contain the agreement of the Boad, in form sdidfactory to the
Underwriter, which is described under the heading “Continuing Disclosure of
Information” in the Prdiminary Officid Statement;

(3) A leter from Vinson & Elking L.L.P. to the Underwriter Steting thet, if the
Bonds were to be ddivered upon the date of such letter, such counsd would be able to
ddliver its gpproving opinion subgtantidly in the form incuded in the Offica Statement
as Appendix D and, in the absence of any materid amendment or reped of the
Conditutional provisons and dautes governing the Permanent Univerdty Fund, the
Interest of the System in the Avalable Universty Fund and the Board, such counsd
currently expects to be able to ddiver its goproving opinion in subgtantidly such form
upon the ddivery of the Bonds;

(4  An opinion of Vinson & Elkins L.L.P, in substantidly the form attached
to this Purchase Contract as Exhibit C;

(5) Depending upon the position to he taken by the Attorney General 's office,
one Of the following requirements will be Used. [An unqudified gpproving opinion or
cettificate of the Attorney General of the State of Texas gpproving the Bonds as required
by law;] or [A preiminary approvd letter from the Attorney Generd of the State of Texas
to the effect thet the Bonds have beeu given preliminary approval subject only to receipt
of (i) evidence of the egtablishment of irrevocable procedures to defease the Refunded
Bonds, including the verification report described in Section 8(b) and (ii) evidence of the



(9) A cetificate dated the date of the Escrow Closng, by an Authorized
Representetive to the effect that, on the basis of the facts, estimates, and circumstances in
effect on the date of the Escrow Closing, it is not expected that the proceeds of the Bonds
will be used in a manner that would cause the Bonds to be arbitrage bonds within the
meaning of Section 148 of the Code;

(10)  This requirement is to he included as « condition to the Escrow Closing
only if the approving opinion of the Attorney General of the State OF Texas is to he
received at the time of the Escrow Closing. If the Attorney (seneral s opinion is to he
received at the time of the Bond Delivery Closing. then this requirement will pecome a
condition of the Bond Delivery Closing. A report of [verification agent] independent
cetified public accountants, dtating that such firm has verified the mathematica accuracy
of cetan computations based upon assumptions provided to them reating to the
adequacy of the maturing principd amounts of' the Defeasance Obligations and the
interest thereon held in the escrow fund required by the Prior Resolution and the Escrow
Agreament to pay when due dl of the principd of and interest on dl of the Refunded
Bonds;

[(l0)] Alternate requirement in the event that item [ becomes a requirement of
the Bond Delivery Closing. [Evidence that the Board could comply with the conditions to
the issuance of the Bonds on a parity with the Outstanding PUF Bonds on the Escrow
Closng Date if the Bonds were being issued on that date, including certifications to the
effect of the those sat forth in Section 3.04 of the Resolution.]

(') Letters from Standard & Poor’s Corporation, Fitch [nvestors Service and
Moody’s Investors Service to the effect that al of the Bonds have been rated AAA, AAA,
and Aaa, repectively;

(12) A cetificae of an Authorized Representative dtaing in effect that the
information supplied to the Underwriters relating to the outstanding principd amount of
Refunded Bonds including their interest rates and redemption dates, is true and correct in
al materid respects,

(13) Evidence that provisons have been made to insure that the Refunded
Bonds have been or will be caled for redemption on the dates shown in the report of
[verification agent]; and

(14) Such additional legal opinions, cetificates, indruments, and other
documents as the Underwriter may reasonably request to evidence the truth, accuracy, and
completeness, as of the date hereof and as of the date of the Escrow Closing, of the
Boad's representations and warranties contained herein and of the Satements and
information contained in the Officid Statement, and the due performance and satisfaction
by the Boad a or prior to the Escrow Closing Datec of dl agreements then to be
performed and dl conditions then to be satisfied by the Board.
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All the opinions, letters, certificates, indruments, and other documents mentioned above
or dsewhere in this Purchase Contract shal be deemed to be in compliance with the provisons
hereof if, but only if, they are satisfactory to the Underwriter.

8. Conditions of Bond Ddivery Closng and Termination of Underwriter’s
Obligation. The obligation of the Underwriter to purchase and pay for the Bonds a the Bond
Ddivery Closang shdl be further subject to the continued performance by the Board, prior to o
concurrently with the Bond Ddivery Closing, of its obligations to be performed under Sections
3(d), 4, and S(b) hereof and shal adso be subject to the following additional conditions.

(a) (i) Each of the Resolution, this Purchase Contract, the Escrow Agreement and the
Bonds shdl have been duly authorized, executed and delivered, and each of the foregoing shdl
be in full force and effect and shdl not have been amended, modified or supplemented, except as
may have been agreed to by the Underwriter, (ii) the Board shdl have duly adopted and there;
ghdl be in full force and effect such additiond resolutions or agreements as shdl be necessary, in
the opinion of Bond Counsd, in connection with the transactions contemplated hereby, (iii) the:
Board shdl peform or have performed al of its obligations required under or specified in the
Resolution, the Escrow Agreement or this Purchase Contract to bc performed a or prior to the
Bond Ddivery Closng and (iv) the Officid Statement shdl not have bcen amended or
supplemented, except in such manner as may have been approved by the Underwriter pursuant to
Section 3(b) hereof; and

(b} Prior to the issuance and ddivery of the Bonds on the Bond Ddivery Closing
Date, there shal be delivered to the parties hereto and to Bond Counsd the following documents,
in each case satisfactory in form and substance to the Underwriter:

(1) The approving legd opinion regarding the Bonds, dated the Bond Ddivery
Closng Dae, of Vinson & Elkins L.L.P. subgtantidly in the form attached to the Find
Officid Statement as Appendix D and a letter from Vinson & Elkins L.L.P. addressed to
the Underwriter authorizing the Underwriter to rely upon such opinion as if such opinion
was addressed to the Underwriter.

(2) Such quantities of the Find Qfficial Statement (amended and supplemented as of
the Escrow Closing Date) as the Underwriter may reasonably request.

(3) A cetificate, dated the Bond Ddivery Closng Date, of the Vice Chancdlor and
Gengrd Counsd of the Sysem to the effect that there is not any action, uit,

investigation, inquiry or proceeding (whether or not purportedly on behaf of the Board)
pending, or, to the best of his or her knowledge, threatened or that could be reasonably
asserted, againgt the Board, the Permanent Universty Fund or the Interest of the System
in the Avallable Universty Fund in any court, governmental agency, public board or body
or before any arbitrator or before or by any governmenta body, (A) affecting the Board's
exigence as a dae agency or the Board's agppointment as its governing body or its
powers, or the title of its officers to their respective offices, or (B) seeking to restrain or
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enjoin the issuance or ddivery of the Bonds or the collection or application of the
Interest of the System in the Avalable Universty Fund to pay the principd of and
interest on the Bonds, or (C) in any way contesting or affecting the tax-exempt datus of
the interest on the Bonds or the Refunded Bonds, or (D) in any way contesting or
affecting the vaidity or enforcesbility of the Bonds the Resolution, this Purchase
Contract, the Escrow Agreement, the Refunded Bonds or the Prior Resolutions or the
proceedings for the defeasance of the Refunded Bonds, or (E) contesting in any manner
the completeness, accuracy, or farness of the Prdiminary Officd Statement or the
Officid Statement, or (F) which involves the possbility of any ruling, order, judgment or
uninsured ligbility which may result in any materid adverse change in the busness,
properties or assets or the condition, financid or otherwise, of the Permanent University
Fund or the Interest of the Sysem in the Available Universty Fund, or (G) which might
in any materid respect adversdly affect the transactions contemplated herein.

(4) A cetificate, dated the Bond Ddivery Closing Date, signed by an Authorized
Representative, in form and substance satisfactory to Bond Counsd and the Underwriter,
to the effect that (A) attached to such certificate is a correct and complete copy of a
transcript of dl proceedings (including the Resolution) relating to the authorization of the
Bonds, (B) the Board has duly pertormed dl of its obligations hereunder and under the
Resolution to be performed at or prior to the Bond Deivery Closing Date, (C) to the best
of his or her knowledge each of the representations and warranties of the Board contained
herein and in the Bonds and Resolution are true and correct in al materid respects on and
as of the Bond Ddivery Closng Date as if made on the Bond Ddivery Closng Date (it
being specificdly understood that, for purposes of satisfying this condition, the
representations contained in Section 5(g) hereof shal be deemed to be addressed only to
facts in exigence on the Escrow Closng Date, and the term “Officid Statement” shdl
include any amendments thereof or supplements thereto); and (D) none of the proceedings
of the Board relating to the authorization of the Bonds have been amended. rescinded,
superseded or repeded

(5 A letter dated the Bond Ddivery Closing Date of each counsd to any party to a
document referred to herein who delivered an opinion described in Section 7(f), dated the
Bond Ddivery Closng Date and addressed to the Underwriter: (A) to the effect that no
fact has come to such counsd’s atention which would prevent them from ddivering such
opinion as of the Bond Delivery Closing Date (provided, that such letter need not address
the accuracy or adequacy of the Find Officid Statement as of any date subsequent to the
Escrow Closng Dae); and (B) authorizing the Underwriter to rely upon any legd opinion
(other than an opinion described in other clauses of this Section 8(c)) regarding the Bonds
dated during the period from the Escrow Closing Date through the Bond Delivery Closng
Date and addressed by such counsd to the Board.

(0) A cetificate dated the Bond Deivery Closng Date, sgned by an Authorized
Representative sating that hc or she has reviewed the Find Officia Statement and that no
fact in exigence as of the Escrow Closing Date has come to his or her atention which, if
known upon the Escrow Closing Date, would have prevented an Authorized
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Representative from ddivering the certificate set forth in Section 7(f)(S)(B); provided,
that such supplementa certificate need not address the accuracy or adequacy of the Fina
Officid Statement as of any date subsequent to the Escrow Closing Date.

(7) A cetificate dated the Bond Delivery Cloang Date, sSgned by an Authorized
Representetive affirming as of such date the compliance of the Board with the Continuing
Disclosure Undertaking in al respects.

(8) A legd opinion dated the Bond Deivery Closng Date of McCal, Parkhurst &
Horton L.L.P., or such other counsel as may be appointed by the Underwriter, addressed
to the Underwriter to the effect that the Bonds are qualified under, or are not subject to
the regidration requirements of, the Securities Act of 1933, as amended, and the
Resolution is qudified under, or is exempt from qudification pursuant to, the Trust
Indenture Act of 1939, as amended.

(9) If any of Moody's Investors Service, Standard & Poor’s Ratings Group or Fitch
IBCA, Inc. had assgned a provisond rating to the Bonds on or prior to the Escrow
Closng Dae, evidence that such rating agency has assigned a non-provisond rating to
the Bonds.

(100 A copy of each cetificate of an Authorized Representative or of any advisor or
agent of the Board, and of each legd opinion of Vice Chancdlor and Generd Counsd of
the System with respect to the Bonds, which are addressed to the Board and delivered
during the period from the Escrow Closing Date through the Bond Delivery Closng Date,
in each case addressed to the Underwriter or accompanied by a letter addressed to the
Underwriter authorizing the Underwriter to rely thereon as if such certificate or opinion
was addressed to the Underwriter.

(11) A fully executed Escrow Agreement and appropriate documentation that
evidences that dl Defeasance Obligations and cash required to he deposted with the
Escrow Agent to effect the defeasance of the Refunded Bonds have been purchased by or
dedlivered to the Escrow Agent, together with certificates, dated as of the date of the Bond
Delivery Closng, executed by an gppropriate officid of the Escrow Agent, to the effect
that such Escrow Agreement has been duly authorized, executed, and entered into by the
Escrow Agent.

(12)  Such additiond legd opinions, certificates, instruments and other documents as
the Underwriter may reasonably request to evidence the truth, accuracy, and
completeness, as of the date hereof and as of the date of the Bond Delivery Closing, of the
Board's representations and warranties contained herein and of the statements and
information contained in the Officid Statement, and the performance and satisfaction by
the Board a or prior to the Bond Ddivery Closng Dae of dl agreements then to he

performed and dl conditions then to be satisfied by the Board [.including satisfaction of
item /0 of Section 7(f) in the event that that requirement has become a requirement of the

Bond Delivery Closing].
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9. Non-satisfaction of Conditions. (a) If on the Escrow Closng Date any of the
conditions to the obligations of the Underwriter to be satisfied on or prior to the Escrow Closing
Date shdl not have been satisfied when and as required herein. dl obligations of the Underwriter
hereunder may be terminated by the Underwriter a, or a any time prior to, the Escrow Closing
by written notice to the Board. The Underwriter may, in its discretion, waive one or more of the
conditions to the Escrow Closing and proceed with the Escrow Closing, and, if such condition is
not aso an express condition to the Bond Ddivery Closng hereunder, any such waver shdl

preclude the subsequent termination of the obligations of the Underwriter on the bass of such
condition.

(b) If on the Bond Ddivery Closng Date, any of the conditions to the
obligations of the Underwriter contained in this Purchase Contract shal not have been satidtiecl
when and as required herein, dl obligations of the Underwriter hereunder with respect to the
Bonds may be terminated by the Underwriter upon written notice to the Board. The Underwriter
may, in its discretion, waive one or more of the conditions to the Bond Ddivery Closng and
proceed with the Bond Delivery Closng.

(c) If the Board shdl fail to satisfy the respective conditions to the obligation
of the Underwriter contained in this Purchase Contract or if the obligation of the Underwriter
shdl be terminated for any reason permitted by this Purchase Contract, this Purchase Contract
may be canceled by the Underwriter and, upon such canccellation, neither the Underwriter nor the
Board shdl be further obligated hereunder except that the respective obligations of the Board and
the Underwriter as provided in Section 10 hereof shdl continue in full force and effect.

(d) It is expresdy understood that, subsequent to the Escrow Closing, the
Board shdl be under no obligation to: (1} enter into or execute and ddiver any amendment or
supplement to the Resolution, the Bonds. any tax certificate or compliance agreement, or (except
as provided in Section 3(d) thereof), any other document which has been executed and ddivered
by the Board in connection with the issuance of the Bonds as of the Escrow Closing Date (other
than an amendment to a tax certificate or compliance agreement reasonably necessary to permit
compliance with Section 8(c)(I) hereof which does not, in the reasonable judgment of the
obligated or potentially obligated party, imposc any additiond meaterid obligation or materialy
dter any exiging obligation of the Board thereunder); (ii) agree to, or to undertake, any
additiond materid obligations or undertakings to the Underwriter or to any other party; or (iii)
make any changes to its organization, activities or operations as a condition to effectuating the
delivery of the documents or the satisfaction of any conditions specified in Section 8. The Board
shdl have no ligbility to the Underwriter for fees and expenses resulting from the falure of the
Board or any other person to satisfy the conditions specified in Section 8; provided, however,
that the Board agrees to work in good faith with the ['nderwriler to consummate the ddivery of
the Bonds on the Bond Ddivery Closng Date.

(e) Any other provision hereof to the contrary notwithstanding, the
obligations of the Underwriter hereunder shdl adso be subject to termination, without lighility, if,
on the Bond Delivery Closng Date. as a result of a Change in Law, the Underwriter is or would
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be prohibited (other than a judgment, ruling, or order resulting from an action or omisson by the
Undewriter which is determined to violate gpplicable law) from lawfully purchasing the Bonds
as provided in this Purchase Contract or lawfully sdling or ddivering the Bonds or beneficial

ownership interests therein to bona fide purchasers. The Underwriter agrees to work in good
fath with the Board during the period between the Escrow Closing Date and the Bond Ddivery
Date to identify any Change in Law and to take such reasonable actions as may be necessary to

consummate the delivery of the Bonds on the Bond Ddivery Closng Dae (it being specificaly
understood that such undertaking by the Underwriter shdl not be deemed to be a condition of the
right of the Underwriter described in the immediately preceding sentence).

(H A “Change in Law” is defined for purposes of this Purchase Contract as:

() any legidation enacted by the Congress of the United States or recommended for passage by
any legidative committee with jurisdiction thereof (if such enacted or recommended legidation
has a proposed effective date which is on or before the Bond Delivery Closing Date); (ii) any

legidation (including any dae conditutiond amendment) enacted by the Texas State Legidature
or recommended for passage by any legidaive committee having jurisdiction thereof (if such
enacted or recommended legidation has a proposed effective date which is on or before the Bond
Ddivery Clogang Date); (iii) any law, rule or regulation, or amendment thereto, proposed or
enacted by any governmenta body, department, or agency (if such proposed or enacted law, rule
or regulation has a proposed effective date which is on or before the Bond Ddivery Closing
Date); or (iv) any judgment, ruling, or order issued by any court or adminigtrative body, which in

any case, would, as to the Underwriter, prohibit (or have the retroactive effect of prohibiting, if
enacted, adopted, passed, or finalized) the Underwriter from purchasing the Bonds as provided

for herein or sdling the Bonds or beneficid ownership interests therein to bona fide purchasers
(other than a judgment, ruling, or order resulting from an action or omisson by the Underwriter

which is determined to violate applicable law); provided, however, that such change in or

addition to law, legiddion, rule or regulaion or judgment, ruling or order shdl have become
effective, been enacted or recommended, been proposcd or been issued, as the casc may be,

subsequent to the Escrow Closing Date.

10. Expenses, (@ The Underwriter shal be under no obligation to pay any expenses
incident to the performance of the Board's obligations hereunder, including but not limited to: (i)
dl costs and expenses incident to preparing and printing or otherwise reproducing (for
digribution on or prior to the date of execution of this Purchase Contract) the Resolution, the
Escrow Agreement, and the Preiminary Officid Statement; (ii) al costs and expenses incident to
the preparation for, and the printing of, the Officid Statement and each amendment thereof or
supplement  thereto, including any amendment or supplement prepared and furnished in
accordance with Section 3(b) hereof; (iii) al codts of preparing the definitive Bonds, (iv) dl fees
of rating agencies, and (v) al fees and disbursements of Bond Counsd and any other experts or
consultants retained by the Board.

(b) The Underwriter shdl pay: (i) adl cods of printing any underwriting
documents, (ii) al codts of qudifying the Bonds for sde in various dates chosen by the
Underwriter; (iii) al costs of preparing and printing any blue sky or legd invesment surveys to
be used in connection with the public offering of the Bonds (iv) al advertisng expensss in
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connection with the public offering of the Bonds and (v) dl costs and expenses, including those
of the Board and the fees and disbursements of its counsd, incident to the preparation, printing
and didribution of each amendment of or supplement to the Officd Statement made &fter the
Escrow Closng Date; and (vi) dl other expenses incurred by the Underwriter in connection with
the public offering and digtribution of the Bonds, incuding the fees and disbursements of counsel
retained by the Underwriter and the costs associated with the Underwriter's compliance with
Section 3(c¢) hereof.

11 Notices. Any notice or other communication to be given to the Board under this
Purchase Contract may be given by ddivering the same in writing a 221 West 6th Street, Suite
1700, Austin, Texas 78701, Attention: Director of* Finance, and any notice or othel
communication to be given to the Underwriter under this Purchase Contract may be given by
ddivering the same in writing to the Representative, Lehman Brothers Inc., 3 World Financid
Center, 20th Floor, New York, New York 10285, Attention: John H. Augustine.

12. Parties in Interest; Survival of Representations and Warranties. This
Purchase Contract as heretofore specified shal conditute the entire agreement between the Board
and the Underwriter and is made soldy for the benefit of the Board and the Underwriter
(including successors or assgns of the Underwriter) and no other person shal acquire or have
any right hereunder or by virtue hereof. This Purchase Contract may not be assgned by the
Board. All of the Board's representations, warranties and agreements contained in this Purchase
Contract shdl remain operdtive and in full force and effect, regardless of (8) any investigations
made by or on behdf of the Underwriter; (b) delivery of and payment for the Bonds pursuant to
this Purchase Contract; and (c) any termination of this Purchase Contract.

13. Effectiveness.  This Purchase Contract shall become effective upon the
acceptance hereof by the Board and shdl be vaid and enforceable a the time of such acceptance.

14, CHOICE OF LAW. THIS PURCHASE CONTRACT SHALL BE

GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF TEXAS.

15. Severability. If any provison of this Purchase Contract shdl be held or deemed
to be or shdl, in fact, be invalid, inoperative or unenforcesble as applied in any particular case in
any jurisdiction or jurisdictions, or in dl jurisdictions because it conflicts with any provisons of
any conditution, statute, rule of public policy, or any other reason, such circumstances shdl ot
have the effect of rendering the provison in quetion invdid, inoperative or unenforcegble in any
other case or circumgtance, or of rendering any other provison or provisons of this Purchase
Contract invaid, inoperative or unenforcesble to any extent whatever.

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

17. Section or Paragraph Headings. Scction or Paragraph headings have been
inserted in this Purchase Contract as a matter of convenence of reference only, and it is agreed
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that such paragraph headings are not a part of this Purchase Contract and will not be used in the
interpretation of any provisons of this Purchase Contract.

18. Counterparts. This Purchase Contract may be executed in several counterparts
each of which shdl be regarded as an origind (with the same €ffect as if the sSgnatures thereto
and hereto were upon the same document) and al of which shdl conditute one and the same
document.

19. No Personal Liability. None of the members of the Board, nor any officer, agent
or employee of the Board or the System, shdl be charged personaly by the Underwriter with any
ligbility, or be hed lidble to the Undewriter under any term or provison of this Purchase
Contract, or because of execution or attempted execution., or because of any breach or attempted
breach, of this Purchase Contract.

very truly yours,

LEHMAN BROTHERSINC.

By:

Title
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Accepted and agreed to this

THE BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM

By:
Director of Finance
The University of Texas System
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Exhibit A
TERMS OF THE BONDS

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BONDS
SERIES 2002A

PRINCIPAL AMOUNT
{

MATURITY SCHEDULE

GENERAL DESCRIPTION OF BONDS

The Bonds will be issued as Current Interest Bonds, will be dated . will
mature on the dates and in the amounts set forth above, and will bear interest at the rates set forth
above from their date and will be payable January | and July 1 of each year, commencing

1, 2002 until maturity.

The Bonds are not subject to redemption prior to maturity,

The Bonds shdl be initidly issued as one bond for each maturity and regisered in the
name of Lehman Brothers Inc. Bonds registered in the name of Lehman Brothers Inc. shdl,
immediately following their delivery, be exchanged for Bonds registered in the name of Cede &
Co., as nominee of The Depostory Trust Company, pursuant to the Book-Entry Only System
decribed in the Resolution. Beneficial ownership of the Bonds may be acquired in
denominations of $5,000 or integra multiples thereof.



Exhibit B

OFFICIAL STATEMENT



