
MATERIAL SUPPORTING THE AGENDA 

VOLUME XLVIa 

This volume contains the Material Supporting the Agenda furnished 
to each member of the Board of Regents prior to the meetings held 
on 

November 11-12, 1998 
December 17, 1998 

February 10-11, 1999 

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

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

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

Yellow paper - emergency items distributed at the 
meeting. 

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

THE UNIVERSITY OF TEXAS SYSTEM 

CALENDAR 

Date: Wednesday, February 10, 1999 

Place: 

Purpose: 

9:30a.m. 

Regents' Meeting Room, Ninth Floor, Ashbel Smith Hall 
201 West Seventh Street 
Austin, Texas 

Convene in Open Session, Recess to Executive 
Session Per the Agenda on Page Ex.S - 1, 
Reconvene in Open Session, and Recess 

See Page B of R - 1, 
Items A-D 

Date: Thursday, February 11, 1999 

Time: 

Place: 

Purpose: 

9:30a.m. 

Frank C. Erwin, Jr. Atrium, Eighth Floor, Lyndon Baines 
Johnson Library and Museum 

The University of Texas at Austin 
2313 Red River Street 
Austin, Texas 

Reconvene in Open Session to Continue Until 
Completion of Business 

See Pages B of R 2 - 70, 
Items E- P 

Telephone Numbers 

Office of the Board of Regents (512) 499-4402 

(512) 471-1232 President Faulkner's Office 
(for calls during February 11 meeting) 

Four Seasons Hotel (512) 478-4500 
98 San Jacinto Boulevard 
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Meeting of the Board 



AGENDA FOR MEETING 
OF 

BOARD OF REGENTS 
OF 

THE UNIVERSITY OF TEXAS SYSTEM 

Date: Wednesday, February 1 0, 1999 

Time: 9:30a.m. 

Place: Regents' Meeting Room, Ninth Floor, Ashbel Smith Hall 
201 West Seventh Street, Austin, Texas 

A. CALL TO ORDER 

B. RECESS TO EXECUTIVE SESSION (TEXAS GOVERNMENT CODE, 
CHAPTER 551) 

1. Consultation with Attorney Regarding Pending and/or Contemplated 
Litigation or Settlement Offers- Section 551.071 

U. T. Austin: Pending and Potential Contemplated 
Litigation 

2. Personnel Matters Relating to Appointment, Employment, Evalu
ation, Assignment, Duties, Discipline, or Dismissal of Officers 
or Employees- Section 551.074 

a. U. T. Austin: Evaluation and Deliberation of Terms 
of Reappointment of Head Football Coach and 
Assistant Coaches 

b. U. T. San Antonio: Consideration of Personnel 
Matters Related to the Possible Selection and 
Employment of a President 

C. RECONVENE IN OPEN SESSION TO CONSIDER ACTION ON EXECUTIVE 
SESSION MATTERS (ITEM B ABOVE) 

D. RECESS 

BofR-1 



AGENDA FOR MEETING 
OF 

BOARD OF REGENTS 
OF 

THE UNIVERSITY OF TEXAS SYSTEM 

Date: Thursday, February 11, 1999 

9:30a.m. Reconvene in Open Session to Continue 
Until Completion of Business 

Place: Frank C. Erwin, Jr. Atrium, Eighth Floor, Lyndon Baines Johnson 
Library and Museum, 2313 Red River Street, U. T. Austin 

E. RECONVENE IN OPEN SESSION 

F. WELCOME BY PRESIDENT FAULKNER 

G. APPROVAL OF MINUTES OF REGULAR MEETING HELD 
NOVEMBER 11-12, 1998, AND SPECIAL MEETING HELD 
DECEMBER 17, 1998 

H. SPECIAL ITEMS 

1. U. T. System: Report of Summary of Gift Acceptance and Related 
Administrative Actions Conforming to Board Policy for September 1. 1998 
Through November 30, 1998.--

(See Pages B of R 3- 7.) 

B of R -2 



ACCEPTANCE OF GIFfS HELD BY BOARD 

ASSET TYPES 

#ALL COMPONENT REAL MATCHING 

.IIEM£ JNSTITIWQN WI! Sf!CJIRWfS ESIAIE PIEJXiES TRANSFERS fill'lllli TOJAf VAl !IE 

3 U. T. Syslem $ 60,000 $ $ $ $ $ $ $ 60,000 

3 U. T. Arlington $ 11,386 $ $ $ $ $ 20,000 $ $ 31,386 

25 U. T. Austin $ 1,064,833 $ 39,513 $ $ 61,822 $ $ 2,041,013 $ $ I ,166,167 • 

U. T. Dallas $ 1,000,000 $ $ $ $ $ $ s 1,000,000 

CJ 9 U. T. El Paso s 751,530 $ 24,739 $ 800,000 $ $ $ 33,282 $ $ 1,597,047 • a U. T. Permian Basin $ 6,666 $ $ $ 3,334 $ $ $ $ 10,000 
::0 

4 U. T. San Antonio $ 53,600 $ $ $ $ $ s $ 53,600 
w 

8 U. T. SWMC-Dallas $ 1,492,000 $ $ $ 850,000 $ $ $ 751,000 s 2,342,000 

5 U. T. M.B . .Qalveston $ 55,990 s $ $ 85,000 $ $ 23,303 $ $ 164,293 

16 UTIISC·Houston $ 417,931 $ $ $ 1,077,600 $ $ 764,092 $ $ 2,259,623 

UTHSC-San Antonio $ 1,000,000 $ $ $ $ $ $ $ 1,000,000 

II UTMDACC $ 162,831 $ $ $ $ $ $ s 162,831 

3 UTHC-Tyler $ 227,933 $ $ $ 375,000 $ $ $ $ 602,933 

90 TOTAL $ 6,304,701 $ 64,252 $ 800,000 $ 2,452,756 $ $ 2,881,689 $ 751,000 s 10,449,881 • 

• Not included in total. U. T. Austin- $2,041,013 of previously accepted gifts; 

U. T. El Paso- $12,504 of transfers of endowmenL funds; 

U. T. SWMC-DaJlas - $751,000 of Board-held matching funds. 

NOTE: Compiled by Office of Development and Exlemal Relations 



CLASSIFICATION OF GIFTS AND OTHER ACTIONS 

CHARITABLE POOLED HELD IN 

COMPONENT REMAINDER INCOME REMAINDER TRUST CURRENT 

JNSTITI !TION ENOOWMENTS IIWSili flJtii! INTf:RESIS BY OTHERS Pl!RPOSE 

U.T. System 3 

U. T. Arlington 3 

U. T. Austin 20 5 

U. T. Dallas 

U. T. El Paso 9 
OJ 

U. T. Pennian Basin a 
;o U. T. San Antonio 4 

U. T. SWMC-Dallas 6 3 .,. 
U. T. M.B.-Galvcston 5 

UTHSC-Houston 13 4 

UTI-ISC-San Antonio 

UT.MDACC 4 6 

UTHC-Tyler 2 

TOTAL 69 0 0 0 16 8 0 



PURPOSES OF GIFTS HELD BY BOARD AND OTHERS 

ENDOWMENT 

COMPONENT DIST. DIST. FACULTY GRADUATE CURRENT OTHER 

INSTITIITJON CWJI!. CWJI!. PROFSHIP PROESIDP FEJIOWSWP FFJ.IOWSWP SCHOI ARSHJP lllllm PIJRPOSF PIJRPOSf 

U.T. System 3 

U. T. Arlington 3 

U. T. Austin 9 9 

Ill U. T. Dallas 

0 U. T. El PIISO - 4 3 

;:o U. T. Permian Basin 

(11 U. T. San Antonio 3 

U. T. SWMC-Dallas 2 2 

U. T. M.B.-Galvcston 3 2 

UfHSC-Houston 2' 4 4 2 

UTHSC-San Antonio 

UTMDACC 10 

UTHC-Tyler 

TOTAL s s 8 0 0 27 22 12 0 

• Includes I Distinguished University Chair. 

Total purposes may not equal the total number of items because some items pertain to multiple purposes. 



OTHER ADMINISTRATIVE ACTIONS 

COMPONENT ESTABLISH REDESIGNATE OTHER DISSOLVE APPROVFJALLOCATE ACCEPT 

JNSTITI IliON ENQOWMENJ ENOOWMENT I E\fEI REQESIGNATIQN ENOOWMENT MATCHING TRJJSTEESWP 

U.T. System 3 

U. T. Arlington 3 
[JJ 

U. T.Austin 18 3 s. 
U. T.Dallas ;:o 
U. T.EIPaso 9 

0> 
U. T. PenniBII Basin 

U. T. San Antonio 3 

U. T. SWMC·Dallas 6 s 
U. T. M.D. -Galveston s 
UlliSC-Houston 13 2 2 4 

UTIISC-San Antonio 

UTMDACC 

UTHC-Tyler 

TOTAL 64 6 II 0 



COMPARATIVE SUMMARY OF GIFfS ACCEPTED VIA THE OFFICIAL ADMINISTRATIVE PROCESS 

COMPONENT FY 1998 FISCAL YEAR 1999 

INSTIIIJTION FULL )'EAR 9/lf28- 11/J0/98 JUJ/98- zaam 311199 - 5/31199 filii YEAR 

U. T. System $ $ 60,000 

U. T. Arlington $ 1,633,567 $ 31,386 

U. T.Austin $ 16,888,581 $ 1,166,167 

IJJ U. T. Brownsville $ 10,000 $ 
0 -::0 

U. T. Dallas $ 411,126 $ 1,000,000 

I U. T. El Pooso $ 4,064,288 $ 1,597,047 
---1 

U. T. Pan AmericWl $ 1,142,022 $ 

U. T. Pennian Basin $ 272,770 $ 10,000 

U. T. San Anronio $ 236,907 $ 53,600 

U. T. Tyler $ 554,169 $ 

U. T. SWMC-Dallas $ 35,511,381 $ 2,342,000 

U. T. M.B.-Galveston $ 4,13S,559 $ 164,293 

UTHSC-Houston $ 5,595,404 $ 2,259,623 

UTHSC-San Antonio $ 2,330,175 $ 1,000,000 

UTMDACC $ 13,780,273 $ 162,831 

UTHC-Tyler $ 476,000 $ 602,933 

TOTAL 87,042,222 $ 10,449,881 



2. U. T. Board of Regents: Proposed Amendment to the Regents' Rules and 
Regulations, Part One, Chapter I, Section 3, Subsection 3.1 (Chairman of the 
Board).--

RECOMMENDATION 

It is recommended that the Regents' Rules and Regulations, Part One, Chapter I, 
Section 3, Subsection 3.1, regarding the election of the Chairman, be amended as 
set forth below in congressional style: 

Sec. 3. Chairman of the Board. 

3.1 Election of Chairman.--The Chairman of the Board shall be elected 
by the Board from its number, shall serve at the pleasure of the 
Board, and shall report and be responsible to the Board. In case of 
the death, resignation, disability, removal, or disqualification of the 
Chairman, the Board shall elect a successor Chairman as soon as 
practicable. Election of the Chairman shall take place during the 
Februarv meeting held in odd-numbered years or, if new members of 
the Board have not been appointed and received the consent of the 
Senate. at the next available opportunity. [In ne event shall a Beare 
memeer serve as Chairman fer mere than 24 sensesutive months 
without suemitting his er her resignation as Chairman, eut sush 
memeer shallee eligiele fer re elestien as Chairman.] 

BACKGROUND INFORMATION 

Subsection 3.1 of Chapter I, Part One of the Regents' Rules and Regulations cur
rently requires the Chairman of the Board to resign after 24 months of service, 
and Section 4 and Subsection 5.1 of this Chapter require the election of the Vice
Chairmen and Executive Secretary of the Board to be held at the time the Chairman 
is elected. Subsection 3.1 is not sufficiently flexible to allow slightly longer or 
slightly shorter terms of office dependent upon the actual date of reorganization of 
the Board following appointment of new members of the Board by the Governor and 
evidence of the Texas Senate's consent to the appointments. The proposed revi
sion makes the timing of the Board's election of officers more consistent with varia
tions in appointment dates. 

B of R -7a 



I. MATTERS RELATED TO THE UNIVERSITY OF TEXAS INVESTMENT 
MANAGEMENT COMPANY (UTIMCO) 

1. U. T. System: Report on Investments for the Fiscal Quarter Ended 
November 30. 1998.--

REPORT 

Pages B of R 1 0 - 13 contain the Summary Reports on Investments for the fiscal 
quarter ended November 30, 1998. 

Item a on Page B of R - 1 0 presents the summary report for Permanent University 
Fund (PUF) Investments. PUF Investments began the quarter with a market value 
of $6.52 billion. During the quarter, contributions of mineral income from PUF 
Lands equaled $15.1 million, down 41% versus receipts for the first quarter of 
the prior fiscal year. In addition, total investment return was $722.2 million of 
which $65.5 million was income return distributed to the Available University 
Fund (AUF) and $656.7 million was price return. PUF market value ended the 
year at $7.19 billion. 

Quarter-end asset allocation was 64% broadly defined equities and 36% fixed 
income versus an unconstrained neutral allocation of 80% equities and 20% fixed 
income. Within equities, quarter-end allocation was 45% U. S. large and mid cap 
stocks, 4% U. S. small cap stocks, 7% non-U. S. equities and 8% alternative 
equities. 

The PUF's accrued investment income of $65.5 million increased by a nominal rate 
of 3.8% versus $63.1 million for the first quarter of the prior fiscal year and by 2.3% 
on an inflation adjusted basis. Distributed investment income for the quarter of 
$65.5 million was $2.7 million over budget but $2.1 million under investment income 
earned during the fourth quarter of 1998. 

PUF investment income continued to suffer from declining interest rates and the 
resulting negative reinvestment spreads. The reinvestment spread on maturing 
and redeemed bonds was a negative 3.80% as bonds ran off at an average yield 
of 9.33% and were replaced by bonds yielding 5.53%. As of quarter-end, the 
distributable book yield on the $2.5 billion fixed income portfolio declined to 7.69% 
versus 7.75% at the beginning of the quarter. 

B of R- 8 



Total investment return for the quarter was 11.1 %. The fixed income portfolio 
posted a total return of 2.4% for the quarter versus 2.4% for the Lehman Aggregate 
Bond Index. Equities, as an asset class, posted higher relative returns with the 
S&P 500 Index and Russell 3000 Index both posting returns of 22.0%. The PUF's 
equity portfolios (including non-U. S. portfolios) produced a lower return of 19.1% 
largely due to exposure to high yielding REIT and non-U. S. portfolios. Finally, 
alternative equities produced a 2.2% return for the quarter. 

Item bon Page B of R- 11 reports summary activity for the Long Term Fund (L TF). 
During the quarter, net contributions totaled $31.6 million representing a 54% 
increase over the first quarter of the prior fiscal year. Investment return was 
$237.2 million. Distributions to the 4,880 endowment and other accounts underlying 
the L TF totaled $25.1 million, an increase of 21% versus the first quarter of the prior 
year. The Fund's market value closed the quarter at $2.39 billion. 

Asset allocation at quarter-end was 21% fixed income and 79% broadly defined 
equities. Within equities, U. S. small cap and non-U. S. equities were slightly over
weighted at 11% and 16%, respectively, of total assets. U. S. large and mid cap 
equities were also overweighted at 34% while alternative equities were under
weighted at 18% versus a neutral weighting of 25%. Total investment return for 
the quarter was 10.9% versus the neutral policy portfolio return of 16.0%. 

Item c on Page B of R - 12 presents quarterly activity for the Short/Intermediate 
Term Fund. During the quarter, the Fund received. net contributions of 
$29.8 million. It earned $32.5 million in total return and incurred expenses of 
$100 thousand. Distributions to the U. T. System component institutions equaled 
$25.9 million, resulting in a quarter-end Fund value of $1.845 billion vs. $1.809 bil
lion at the beginning of the quarter. Total return on the Fund was 1.8% for the 
quarter versus the Fund's performance benchmark of 1.6%. 

Item d on Page B of R - 13 presents book and market value of cash, fixed income, 
equity and other securities held in funds outside of internal investment pools. Total 
cash and equivalents, consisting primarily of component operating funds held in the 
Dreyfus money market fund, decreased by $66 million to $628 million during the first 
quarter. Asset values for the remaining asset classes were fixed income securities: 
$70 million versus $71 million at previous quarter-end; equities: $43 million versus 
$35 million at previous quarter-end; and other investments of $6.7 million versus 
$13 million at previous quarter-end. 

B of R- 9 
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a. PERMANENT UNIVERSITY F11NP 

summary Investment Report at November 30, 1998.--

Beginning Market Value 

PERMANENT UNIVERSITY FUND ( 1) 
INVESTMENT SUMMARY REPORT 

($ millions) 

FY97-98 
Full Year 

6,368.3 
PUF Lands Receipts (2) 79.5 
Investment Income (3) 260.0 
Investment Income Distributed (260.0) 
Realized Gains 467.6 
Change in Unrealized Gains {398.3) 

Ending Market Value 6,517.1 

AUF income: 
Investment Income 260.0 
surface Income 6.6 

Total 266.6 

FY98-99 
1st gtr 

6,517.1 
15.1 
65.5 

(65.5) 
113.4 
543.3 

7,188.9 

65.5 
2.3 

67.8 

Report prepared in accordance with Sec. 51.0032 of the Texas Education Code. 

(1) Excludes PUF Lands mineral and surface interests with estimated August 31, 1998 
values of $385.6 million and $154.9 million, respectively. 

(2) As of November 30, 1998: 1,335,921 acres under lease; 527,693 producing 
acres; 3,544 active leases; and 2,069 producing leases. 

(3) Investment income includes amortization of discount and premium bonds 
in accordance with statutory requirements. 
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b. LONG TERM FUND 

summary Investment Report at Noyember 30. 1998.--

Beginning Net Assets 
Net Contributions 
Investment Return (1) 
Receipt of Funds from 

system for UTIMCO Fee 
Expenses 
Distributions (Payout) 
Distribution of Gain 
on Participant 
Withdrawals 

Ending Net Assets 

Net Asset Value per Unit 
No. of Units (End of 

Period) 
Distribution Rate per unit 

LONG TERM FUND 
SUMMARY REPORT 

($ millions) 

FY97-98 
Full Year 

2,125.0 
80.5 
42.6 

2.0 
(7. 2) 

(90.9) 

(4.3) 
2,147.7 

4. 568 

470,190,284 
0.195 

FY98-99 
1st Qtr 

2,147.7 
31.6 

237.2 

0.6 
(1. 6) 

(25.1) 

(0.2) 
2,390.2 

5.010 

477,070,872 
0.0525 

Report prepared in accordance with Sec. 51.0032 of the Texas Education code. 

(1) Investment return for FY 97-98 was adjusted downward $.1 million from 
previous report to correct rounding difference between other annual reports. 
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c. SHORT/INTERMEDIATE TERM FUND 

Summary Investment Report at Noyember 30. 1998.--

SBORT/INTBRMEDIATE TERM PUHD 
SUMMARY REPORT 

($ millions) 

FY97-98 FY98-99 
Full Year 1st Qtr 

Beginning Net Assets 1,631.4 1,809.6 
Contributions 

(Net of Withdrawals) 126.9 29.8 
Investment Return 152.8 32.5 
Expenses (0. 5) (0. 1) 
Distributions of Income ( 101. 0) (25.9) 

Ending Net Assets 1,809.6 1,845.9 

Report prepared in accordance with Sec. 51.0032 of the Texas Education Code. 
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d. SEPARATELY INVESTED ASSETS 

Summary Investment Reoort at November 30. 1998.-

SEPARATELY INVESTED ASSETS 
SUMMARY REPORT 

($ thouuncb) 

FUND TYPE 

CURRENT PURPOSE ENDOWMENT & ANNUITY & LIFE 
DESIGNATED RESTRICTED SIMILAR FUNDS INCOME FUNDS 

ASSET TYPES 
Cub & EquiVlllenu: llQQK MARKET l!QQK l\fARKET HQQK MARKET HQQK MARJCET 
Beginning value 911/98 3,176 3,176 2,310 2,310 32,824 32,824 399 399 
lncreasei(Deacase) 495 495 (967) (967) (17,143) (17,143) (69) (69) 
Ending value 11130198 ~.1:'71 ~.m 1,343 l.~d 13,68[ B,6i!l ~lo l:lo 

lleb<Securitlos: 
Beginning value 9/1/98 7 5 57,578 59,578 10,535 11,307 
lncreasei(Deorease) (315) 744 (1,735) (1,726) 
Ending value 11130/98 5 7,2lil i'iD,322 R,KOU 9,581 

EqultySeauttloa: 

Beginning value 911/98 42 1,927 204 199 18,231 26,382 6,209 6,295 
lnCTeasei(Deorease) 2,163 1,487 1,515 (19) 3,617 223 953 
Ending value 11/30/98 42 4,090 1,691 1,714 lii,iii 29.~ 6,4~~ 7,2411 

Other: 
Beginning value 9/1198 6,300 6,300 367 367 369 369 6,221 5,917 
lncreasei(Dem:ase) (6,300) (6,300) (338) (338) 168 168 (522) 224 
Ending value 11/30198 29 g 5l7 5l7 5,699 6,141 

Report prepared in accordance wid! Sec. 51.0032 ofd!e Texas Education Code. 
Details of indi>idual assetJ by account furnished upoo request. 

AGENCY FUNDS OPERATING FUNDS TOTAL 

HQQK MARKET HQQK MARKET BOOK MARKET 
30 30 6SS,753 6S5,753 694,492 694,492 

1 1 (48,397) (48,397) (66,080) (66,080) 
ll ll 60,.~~6 607,356 628,412 6ii!,412 

68,120 70,890 
(2,050) (982) 
~.IJ7U t;9,90B 

24,686 34,803 
1,691 8,248 

26,m 'll,lisl 

13,257 12,953 
(6,992) (6,246) 
6,265 6,707 



2. U. T. Board of Regents: Proposed Amendments to the Investment Policy 
Statements for the Permanent University Fund. Long Term Fund. 
Short/Intermediate Term Fund. Short Term Fund. and Separately Invested 
Endowment. Trust. and Other Accounts.--

RECOMMENDATION 

The Board of Directors of The University of Texas Investment Management Com
pany recommends that the U. T. Board of Regents approve amendments as shown 
in congressional style to the following Investment Policy Statements: 

a. Permanent University Fund Investment Policy Statement as set 
out on Pages B of R 16-27 

b. Long Term Fund Investment Policy Statement as set out on 
Pages B of R 28 - 40 

c. Short/Intermediate Term Fund Investment Policy Statement as 
set out on Pages B of R 41 -48 

d. Short Term Fund Investment Policy Statement as set out on 
Pages B of R 49 - 56 

e. Separately Invested Endowment, Trust, and Other Accounts 
Investment Policy Statement as set out on 
Pages B of R 57 - 66. 

BACKGROUND INFORMATION 

Section 3 (a) of the Investment Management Services Agreement dated 
March 1, 1996, between the Board of Regents of The University of Texas System 
and The University of Texas Investment Management Company ("UTIMCO") pro
vides that UTIMCO shall review the investment policies of the assets under its man
agement and recommend any changes of such policies for approval by the 
U. T. Board of Regents. The proposed amendments are the result of an annual 

BofR-14 



policy review and were approved by the UTIMCO Board of Directors on Decem-
ber 10, 1998. General amendments include language in the general investment 
guidelines for index and other commingled funds managed externally, and states 
that these funds shall be governed by the terms and conditions of the Investment 
Management Contract. The language regarding the use of Repurchase and 
Reverse Repurchase Agreements has been expanded and the guidelines regarding 
the holdings of eligible fixed income derivative securities has been further defined. 
Specific amendments expand the holdings of fixed income securities for the PUF 
to include U. S. government agencies, and U. S. government sponsored entities. 

BofR-15 



Purpose 

THE UNIVERSITY OF TEXAS SYSTEM 
PERMANENT UNIVERSITY FUND 

INVESTMENT POLICY STATEMENT 

The Permanent University Fund (the "Fund") is a public endowment contributing to the 
support of institutions of The University of Texas System (other than The University of 
Texas-Pan American and The University of Texas at Brownsville) and institutions of The 
Texas A&M University System (other than Texas A&M University--Corpus Christi, Texas 
A&M International University, Texas A&M University--Kingsville, West Texas A&M 
University, Texas A&M University-Commerce, Texas A&M University--Texarkana, and 
Baylor College of Dentistry). 

Fund Organization 
The Permanent University Fund was established in the Texas Constitution of 1876 through the 
appropriation of land grants previously given to The University of Texas at Austin plus one 
million acres. The land grants to the Permanent University Fund were completed in 1883 with 
the contribution of an additional one millio.n acres of land. Today, the Permanent University 
Fund contains 2,109,190 acres of land (the "PUF Lands") located in 24 counties primarily in 
West Texas. 

The 2.1 million acres comprising the PUF Lands produce two streams of income: a) mineral 
income, primarily in the form of oil and gas royalties and b) surface income, in the form of 
surface leases and easements. Under the Texas Constitution, mineral income, as a non
renewable source of income, remains a non-distributable part of PUF corpus, and is invested 
in securities. Surface income, as a renewable source of income, is distributed to the Available 
University Fund, (the "AUF") as received. 

The Constitution prohibits the distribution and expenditure of mineral income contributed to 
the Fund and the realized and unrealized gains earned from Fund investments. The 
Constitution also requires the distribution of all PUF investment income to the AUF to be 
expended for certain authorized purposes. 

The expenditure ofPUF income distributed to the AUF is subject to a prescribed order of 
priority: 

First, expenses incurred in the administration of PUF Lands and Investments. Resolutions 
adopted by the U. T. Board of Regents (the "U. T. Board") require that administrative 
expenses of the PUF be restricted to a minimum consistent with prudent business judgment. 
Second, following a 2/Jrds and 1/Jrd allocation of distributed PUF income (net of 
administrative expenses) to the U. T. System and Texas A&M University System, 
respectively, expenditures for debt service on PUF bonds. Article VII of the Texas 
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Constitution authorizes the U. T. Board and the Texas A&M University System (the 
"TAMUS Board") to issue bonds payable from their respective interests in distributed PUF 
income to finance permanent improvements and to refinance outstanding PUF obligations. 
The Constitution limits the amount of bonds and notes secured by each System's interest in 
divisible PUF income to 20% and 10% of the book value ofPUF investment securities, 
respectively. Bond resolutions adopted by both Boards also prohibit the issuance of 
additional PUF parity obligations unless the projected interest in PUF net income for each 
System covers projected debt service at least 1. 5 times. 

Third, expenditures to fund a) excellence programs specifically at U. T. Austin, Texas A&M 
University and Prairie View A&M University and b) the administration of the university 
systems. 

The distribution of income and expenditures from the PUF to the AUF is depicted below in 
Exhibit 1: 
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Fund Management 
Article VII of the Texas Constitution assigns fiduciary responsibility for managing and 
investing the Fund to the U. T. Board. Article VII authorizes the U. T. Board, subject to 
procedures and restrictions it establishes, to invest the Fund in any kind of investments and in 
amounts it considers appropriate, provided that it adheres to the prudent person investment 
standard. This standard requires that the U. T. Board, in making investments, shall exercise 
the judgment and care under the circumstances then prevailing which persons of ordinary 
prudence, discretion and intelligence exercise in the management of their own affairs, not in 
regard to speculation but in regard to the permanent disposition of their funds, considering the 
probable income therefrom as well as the probable safety of their capital. 

Ultimate fiduciary responsibility for the Fund rests with the Board. Section 66.08 of the 
Texas Education Code authorizes the U. T. Board to delegate to its committees, officers or 
employees of the U. T. System and other agents the authority to act for the U. T. Board in 
investment of the PUF. The Fund shall be managed through The University of Texas 
Investment Management Company ("UTIMCO") which shall a) recommend investment policy 
for the Fund, b) determine specific asset allocation targets, ranges and performance 
benchmarks consistent with Fund objectives, and c) monitor fund performance against Fund 
objectives. UTIMCO shall invest the Fund's assets in conformity with investment policy. 

Unaffiliated investment managers may be hired by UTIMCO to improve the Fund's return and 
risk characteristics. Such managers shall have complete investment discretion unless restricted 
by the terms of their management contracts. Managers shall be monitored for performance 
and adherence to investment disciplines. 

Fund Administration 
UTIMCO shall employ an administrative staff to ensure that all transaction and accounting 
records are complete and prepared on a timely basis. Internal controls shall be emphasized so 
as to provide for responsible separation of duties and adequacy of an audit trail. Custody of 
Fund assets shall comply with applicable law and be structured so as to provide essential 
safekeeping and trading efficiency. 

Fund Investment Objectives 
The primary investment objective shall be to preserve the purchasing power of Fund assets 
and annual distributions by earning an average annual total return after inflation of 5. 5% over 
rolling ten-year periods or longer. The Fund's success in meeting its objectives depends upon 
its ability to generate high returns in periods oflow inflation that will offset lower returns 
generated in years when the capital markets underperform the rate of inflation. 

The secondary fund objective is to generate a fund return in excess of the Policy Portfolio 
benchmark over rolling five-year periods or longer. The Policy Portfolio benchmark will be 
established by UTIMCO and will be comprised of a blend of asset class indices weighted to 
reflect Fund asset allocation policy targets. 
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The U. T. Board recognizes that achievement of Fund investment objectives is substantially 
hindered by the inability to make distributions on a total return basis and current distribution 
rates in excess of long-term equilibrium levels. 

Asset Allocation 
Asset allocation is the primary determinant of investment performance and subject to the asset 
allocation ranges specified herein is the responsibility ofUTIMCO. Specific asset allocation 
targets may be changed from time to time based on the economic and investment outlook. 

Fund assets shall be allocated among the following broad asset classes based upon their 
individual return/risk characteristics and relationships to other asset classes: 

1. Cash Equivalents - are highly reliable in protecting the purchasing power of current 
income streams but historically have not provided a reliable return in excess of 
inflation. Cash equivalents provide good liquidity under both deflation and inflation 
conditions. 

2. Fixed Income Investments - offer the best protection for hedging against the threat of 
deflation by providing a dependable and predictable source of Fund income. Such 
bonds should be high quality, and intermediate to long-term maturity with reasonable 
call protection in order to ensure the generation of current income and preservation of 
nominal capital even during periods of severe economic contraction. 

3. Equities - provide both current income and growth of income, but their principal 
purpose is to provide appreciation of the Fund. Historically, returns for equities have 
been higher than for bonds over all extended periods. As such, equities represent the 
best chance of preserving the purchasing power of the Fund. 

4. Alternative Equities - generally consist of alternative marketable investments and 
alternative non-marketable investments. Alternative equity investments shall be 
expected to earn superior equity type returns over extended periods. The advantages 
of alternative equity investments are that they enhance long-term returns through 
investment in inefficient, complex markets. They offer reduced volatility of Fund asset 
values through their characteristics of low correlation with listed equities and fixed 
income instruments. The disadvantages of this asset class are that they may be illiquid, 
require higher and more complex fees, and are frequently dependent on the quality of 
external managers. In addition, they possess a limited return history versus traditional 
stocks and bonds. The risk of alternative equity investments shall be controlled with 
extensive due diligence and diversification. 
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Alternative Marketable Equities -
These investments are broadly defined to include hedge funds, arbitrage and 
special situation funds, high yield bonds, distressed debt, market neutral, 
commodities and other non-traditional investment strategies whose underlying 
securities are traded on public exchanges or are otherwise readily marketable. 
As such, they offer faster drawdown of committed capital and earlier 
realization potential than alternative non-marketable investments. Alternative 
marketable investments may be made through partnerships, but they will 
generally provide investors with liquidity at least annually. 

Alternative Non-Marketable Investments -
These investments are held either through limited partnership or as direct 
ownership interests. They include special equity, mezzanine venture capital, oil 
and gas, real estate and other investments that are privately held and which are 
not registered for sale on public exchanges. In partnership form, these 
investments require a commitment of capital for extended periods of time with 
no liquidity. 

Asset Allocation Policy 
The asset allocation policy and ranges herein recognize that the Fund's return/risk profile can 
be enhanced by diversifying the Fund's investments across different types of assets whose 
returns are not closely correlated. The targets and ranges seek to protect the Fund against 
both routine illiquidity in normal markets and extraordinary illiquidity during a period of 
extended deflation. 

The long-term asset allocation policy for the Fund must recognize that the 5.5% real return 
objective requires a high allocation to broadly defined equities, including domestic, 
international stocks, and alternative equity investments of 50% to 90%. The allocation to 
Fixed Income should therefore not exceed 50% of the Fund. 

The Board delegates authority to UTIMCO to establish specific neutral asset allocations and 
ranges within the broad policy guidelines described above. UTIMCO may establish specific 
asset allocation targets and ranges for large and small capitalization U. S. stocks, established 
and emerging market international stocks, marketable and non-marketable alternative equity 
investments, and other asset classes as well as the specific performance objectives for each 
asset class. Specific asset allocation policies shall be decided by UTIMCO and reported to the 
U. T. Board. 

Performance Measurement 
The investment performance of the Fund will be measured by an unaffiliated organization, 
with recognized expertise in this field and reporting responsibility to the UTIMCO Board, and 
compared against the stated investment benchmarks of the Fund. Such measurement will 
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occur at least annually, and evaluate the results of the total Fund, major classes of investment 
assets, and individual portfolios. 

Investment Guidelines 
The Fund must be invested at all times in strict compliance with applicable law. The primary 
and constant standard for making investment decisions is the "Prudent Person Rule." 

Investment guidelines include the following: 

General 
• Investment guidelines for index and other commingled funds managed externally shall 

be governed by the terms and conditions of the Investment Management Contract. 
• All investments will be U. S. dollar denominated assets unless held by an internal or 

external portfolio manager with discretion to invest in foreign currency denominated 
securities. 

• Investment policies of any unaffiliated liquid investment fund must be reviewed and 
approved by the chief investment officer prior to investment of Fund assets in such 
liquid investment fund. 

• No securities may be purchased or held which would jeopardize the Fund's tax-exempt 
status. 

• No investment strategy or program may purchase securities on margin or use leverage 
unless specifically authorized by the UTIMCO Board. 

• No investment strategy or program employing short sales may be made unless 
specifically authorized by the UTIMCO Board. 

• The Fund may utilize Derivative Securities with the approval of the UTIMCO Board 
to; a) simulate the purchase or sale of an underlying market index while retaining a 
cash balance for fund management purposes; b) to facilitate trading; c) to reduce 
transaction costs; d) to seek higher investment returns when a Derivative Security is 
priced more attractively than the underlying security; e) to index or to hedge risks 
associated with Fund investments; or f) to adjust the market exposure of the asset 
allocation, including long and short strategies; provided that: i) no leverage is 
employed in the implementation of such Derivative purchases or sales, ii) no more than 
5% of Fund assets are required as an intitial margin deposit for such contracts; iii) the 
Fund's investments in warrants shall not exceed more than 5% of the Fund's net assets 
or 2% with respect to warrants not listed on the New York or American Stock 
Exchanges. Notwithstanding the above, leverage strategies are permissible within the 
alternative equities investment class with the approval of the UTIMCO Board, if the 
investment strategy is uncorrelated to the Fund as a whole, the manager has 
demonstrated skill in the strategy, the strategy implements systematic risk control 
techniques, value at risk measures, and pre-defined risk parameters. 

• Such Derivative Securities shall be defined to be those instruments whose value is 
derived, in whole or part, from the value of any one or more underlying assets, or 
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index of assets (such as stocks, bonds, commodities, interest rates, and currencies) and 
evidenced by forward, futures, swap, cap, floor, option, and other applicable contracts. 

UTIMCO shall attempt to minimize the risk of an imperfect correlation between the 
change in market value of the securities held by the Fund and the prices of Derivative 
Security investments by investing in only those contracts whose behavior is expected 
to resemble that of the Fund's underlying securities. UTIMCO also shall attempt to 
minimize the risk of an illiquid secondary market for a Derivative Security contract and 
the resulting inability to close a position prior to its maturity date by entering into such 
transactions on an exchange with an active and liquid secondary market. The net 
market value of exposure of Derivative Securities purchased or sold over the counter 
may not represent more than 15% of the net assets of the Fund. 

In the event that there are no Derivative Securities traded on a particular market index 
such as MSCI EAFE, the Fund may utilize a composite of other Derivative Security 
contracts to simulate the performance of such index. UTIMCO shall attempt to 
reduce any tracking error from the low correlation of the selected Derivative Securities 
with its index by investing in contracts whose behavior is expected to resemble that of 
the underlying securities. 

UTIMCO shall minimize the risk that a party will default on its payment obligation 
under a Derivative Security agreement by entering into agreements that mark to 
market no less frequently than monthly and where the counterparty is an investment 
grade credit. UTIMCO also shall attempt to mitigate the risk that the Fund will not be 
able to meet its obligation to the counterparty by investing the Fund in the specific 
asset for which it is obligated to pay a return or by holding adequate short-term 
investments. 

The Fund may be invested in foreign currency forward and foreign currency futures 
contracts in order to maintain the same currency exposure as its respective index or to 
protect against anticipated adverse changes in exchange rates among foreign 
currencies and between foreign currencies and the U. S. dollar. 

Cash and Cash Equivalents 
Holdings of cash and cash equivalents may include internal short term pooled investment 
funds managed by UTIMCO. 
• Unaffiliated liquid investment funds must be approved by the chief investment officer. 
• Deposits of the Texas State Treasury. 
• Commercial paper must be rated in the two highest quality classes by Moody's 

Investors Service, Inc. (PI or P2) or Standard & Poor's Corporation (Al or A2). 
• Negotiable certificates of deposit must be with a bank that is associated with a holding 

company meeting the commercial paper rating criteria specified above or that has a 
certificate of deposit rating of 1 or better by Duff & Phelps. 
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• Bankers' Acceptances must be guaranteed by an accepting bank with a minimum 
certificate of deposit rating of 1 by Duff & Phelps. 

• Repurchase Agreements and Reverse Repurchase Agreements must be with a 
domestic dealer selected by the Federal Reserve as a primary dealer in U. S. Treasury 
securities; or a bank that is associated with a holding company meeting the commercial 
paper rating criteria specified above or that has a certificate of deposit rating of 1 or 
better by Duff & Phelps. 

[• Ref'ttfeha:se Ag:reeffieftts she:H Be eella:tera:lized te 192% ef their fftB:fket ·rB:Itte 
f!lllfi<e6 te f!lltfket 6ft !1: ea:ily easis. 

• R&tef'se Ref'ttrehe:se AgreeffteHts e:Hel their eeiHei6eHt re iAvestffleHt ··\ill Be eHtereEI 
iRte ea e: fflS:tehe8 Beak Basis. The re itn estffteHt vehieles fer the fflfttehetl Beak 
tfttnstietiefls she:ll13e the same Cash a:n6 Cash EqHiva:leHt iflsmtffieHU listed aBe ie. 
The fttles fer tfatiiHg: Repttrehase AgreemeAts Mfi Reverse Repttrehase AgreemeAts 
shaU felle·u the Pt18lie Seettfit:ies Asseeiatieft shl:Adftftl iAElttstry terffls.] 

! Reourchase Agreements and Reverse Repurchase Agreements must be transacted 
with a dealer that is approved by UTIMCO and selected by the Federal Reserve 
Bank as a Primary Dealer in U.S. Treasury securities and rated A-1 or P-1 or the 
eQUivalent. 

• Each approved counterparty shall execute the Standard Public Securities Association 
<PSA> Master Repurchase Agreement with UTIMCO. 

! Eligible Collateral Securities for Repurchase Agreements are limited to U. S. 
Treasury securities and U. S. Government Agency securities with a maturity of not 
more than 10 years. 

• The maturity for a Repurchase Agreement may be from one day to two weeks. 
! The value of all collateral shall be maintained at 102% of the notional value of the 

Repurchase Agreement. valued daily. 
! All collateral shall be delivered to the PUF custodian bank. Tri-party collateral 

amngements are not permitted. 
! The aggregate amount of Repurchase Agreements with maturities greater than seven 

calendar days may not exceed 10% of the Fund's fixed income assets. 
! Overnight Repurchase Agreements may not exceed 25% of the Fund's fixed income 

assets. 
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• Mortgage Backed Securities (MBS) Dollar Rolls shall be executed as matched book 
transactions in the same manner as Reverse Repurchase Agreements above. As 
above, the rules for trading MBS Dollar Rolls shall follow the Public Securities 
Association standard industry terms. 

Fixed Income 
Holdings of domestic fixed income securities shall be limited to those securities a) issued by or 
fully guaranteed by the U. S. Treasury, U. S. Government-Sponsored Enterprises, or U. S. 
Government Agencies and b) issued by corporations and municipalities. Within this overall 
limitation: 

• Not less than 50% of the market value of domestic fixed income securities shall be 
invested in direct obligations of the U. S. Treasury. U. S. government agencies. and U. S. 
government sponsored entities. 

• Not more than 5% of the market value of domestic fixed income securities may be 
invested in corporate and municipal bonds of a single issuer provided that such bonds, at 
the time of purchase are rated, not less than Baa3 or BBB-, or the equivalent, by any two 
nationally-recognized rating services, such as Moody's Investors Service, Standard & 
Poor's Corporation, or Fitch Investors Service. 

• The weighted average maturity of the domestic fixed income portfolio shall be not less 
than ten years unless approved in advance by the UTIMCO Board. 

These guidelines shall not require the sale of any fixed income investments prior to their 
scheduled maturities unless the credit quality of the fixed income portfolio shall decline below 
Aa2. 

Holdings of eligible fixed income derivative securities shall be limited by the following 
guidelines: 

With prior written approval of the UTIMCO Board. the Portfolio Manager may enter 
into derivatives transactions utilizing exchange traded fixed income futures contracts 
or options on fixed income futures contracts: provided that such derivatives 
transactions are designed to control duration or manage risk. 

Such derivatives transactions shall be established on a case by case basis. These 
contracts shall include. but not be limited to Ten-Year Treasury Futures. Eurodollar 
Futures. provided that the futures exchanges are rated AAA or the equivalent as 
determined by UTIMCO. 

Such derivatives shall be priced daily. 
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Market risk shall be measured in dollar duration equivalent values or in the case of 
options in delta or percentage of equivalent futures contracts. 
For the pumose of this policy. Collaterlized Mortgage Obligations ("CMOs") are 
considered to be MBS. not derivatives. 

Equities 

• The Fund shall: 
- hold no more than 25% of its equity securities in any one industry or 

industries (as defined by the standard industry classification code and 
supplemented by other reliable data sources) at market 
hold no more than 5% of its equity securities in the securities of one 
corporation at cost unless authorized by the chief investment officer. 

Alternative Equities 
Investments in alternative equities may be made through management contracts with 
unaffiliated organizations (including but not limited to limited partnerships, trusts, and joint 
ventures) so long as such organizations: 

• possess specialized investment skills 
• possess full investment discretion subject to the management agreement 
• are managed by principals with a demonstrated record of accomplishment 

and performance in the investment strategy being undertaken 
• align the interests of the investor group with the management as closely as 

possible 
• charge fees and performance compensation which do not exceed prevailing industry norms 

at the time the terms are negotiated. 

Investments in alternative equities also may be made directly by UTIMCO in co-investment 
transactions sponsored by and invested in by a management firm or partnership in which the 
Fund has invested prior to the co-investment or in transactions sponsored by investment firms 
well-known to UTIMCO management, provided that such direct investments shall not exceed 
25% of the market value of the alternative assets portfolio at the time of the direct investment. 

Members ofUTIMCO management, with the approval of the UTIMCO Board, may serve as 
directors of companies in which UTIMCO has directly invested Fund assets. In such event, 
any and all compensation paid to UTIMCO management for their services as directors shall be 
endorsed over to UTIMCO and applied against UTIMCO management fees. Furthermore, 
UTIMCO Board approval ofUTIMCO management's service as a director of an investee 
company shall be conditioned upon the extension ofUTIMCO's Directors and Officers 
Insurance Policy coverage to UTIMCO management's service as a director of an investee 
company. 
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.... 

Fund Distributions 
The Fund shall balance the needs and interests of present beneficiaries with those of the 
future. Fund spending policy objectives shall be to: 

a) provide a predictable, stable stream of distributions over time 
b) ensure that the inflation adjusted value of distributions is maintained over 

the long-term 
c) ensure that the inflation adjusted value of Fund assets after distributions is 

maintained over the long-term. 

The goal is for the Fund's average spending rate over time not to exceed the Fund's average 
annual investment return after inflation in order to preserve the purchasing power of Fund 
distributions and underlying assets. 

The Texas Constitution requires that all dividends, interest and other income earned from 
Fund investments be distributed to the AUF. At the same time, the Constitution prohibits the 
distribution of mineral income contributed to the Fund and any realized and unrealized gains 
earned on such contributions. 

UTIMCO shall be responsible for the establishment of the Fund's asset allocation so as to 
produce an annual income distribution that balances the needs of current beneficiaries with 
those of future beneficiaries. The Board explicitly recognizes that the generation of income 
under the Constitutional provisions governing the Fund is highly dependent upon the level of 
interest rates over which the UTIMCO Board has no controL It also recognizes that the 
distribution rate as a percentage of the Fund's assets is above average and that the 
maintenance of current levels of distributed income reduces the UTIMCO Board's ability to 
grow income over time. 

Fund Accounting 
The fiscal year of the Fund shall begin on September 1st and end on August 31st. Market 
value of the Fund shall be maintained on an accrual basis in compliance with Financial 
Accounting Standards Board Statements, Government Accounting Standards Board 
Statements, industry guidelines, and state statutes, whichever is applicable. Significant asset 
write-offs or write-downs shall be approved by the chief investment officer and reported to 
the UTIMCO Board. 

Valuation of Assets 
As of the close of business on the last business day of each month, UTIMCO shall determine 
the fair market value of all Fund net assets. Such valuation of Fund assets shall be based on 
the bank trust custody agreement in effect at the date of valuation. Valuation of alternative 
assets shall be determined in accordance with the UTIMCO Valuation Criteria for Alternative 
Assets. 
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The fair market value of the Fund's net assets shall include all related receivables and payables 
of the Fund on the valuation. Such valuation shall be final and conclusive. 

Securities Lending 
The Fund may participate in a securities lending contract with a bank or nonbank security 
lending agent for either short-term or long-term purposes of realizing additional income. 
Loans of securities by the Fund shall be collateralized by cash, letters of credit or securities 
issued or guaranteed by the U. S. Government or its agencies. The collateral will equal at 
least 100% of the current market value of the loaned securities. The contract shall state 
acceptable collateral for securities loaned, duties of the borrower, delivery of loaned securities 
and collateral, acceptable investment of collateral and indemnification provisions. The 
contract may include other provisions as appropriate. The securities lending program will be 
evaluated from time to time as deemed necessary by the UTIMCO Board. Monthly reports 
issued by the agent shall be reviewed by UTIMCO to insure compliance with contract 
provisions. 

Investor Responsibility 
As a shareholder, the Fund has the right to a voice in corporate affairs consistent with those of 
any shareholder. These include the right and obligation to vote proxies in a manner consistent 
with the unique role and mission of higher education as well as for the economic benefit of the 
Fund. Notwithstanding the above, the UTIMCO Board shall discharge its fiduciary duties 
with respect to the Fund solely in the interest of Fund unitholders and shall not invest the 
Fund so as to achieve temporal benefits for any purpose including use of its economic power 
to advance social or political purposes. 

Amendment of Policy Statement 
The Board ofRegents reserves the right to amend the Investment Policy Statement as it 
deems necessary or advisable. 

Effective Date 
The effective date of this policy shall be February ll[H], 1992[&]. 
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Purpose 

THE UNIVERSITY OF TEXAS SYSTEM 
LONG TERM FUND 

INVESTMENT POLICY STATEMENT 

The Long Term Fund (the "Fund"), succeeded the Common Trust Fund in February, 1995, 
and was established by the Board of Regents of The University of Texas System (the "Board") 
as a pooled fund for the collective investment of private endowments and other long-term 
funds supporting various programs of The University of Texas System. The Fund provides 
for greater diversification of investments than would be possible if each account were 
managed separately. 

Fund Organization 
The Fund is organized as a mutual fund in which each eligible account purchases and redeems 
Fund units as provided herein. The ownership of Fund assets shall at all times be vested in the 
Board. Such assets shall be deemed to be held by the Board, as a fiduciary, regardless of the 
name in which the assets may be registered. 

Fund Management 
Ultimate fiduciary responsibility for the Fund rests with the Board. Section 163 of the 
Property Code authorizes the U. T. Board to delegate to its committees, officers or employees 
of the U. T. System and other agents the authority to act for the U. T. Board in the investment 
of the Fund. The Fund shall be governed through The University of Texas Investment 
Management Company ("UTIMCO") which shall a) recommend investment policy for the 
Fund, b) determine specific asset allocation targets, ranges, and performance benchmarks 
consistent with Fund objectives, and c) monitor Fund performance against Fund objectives. 
UTIMCO shall invest the Fund assets in conformity with investment policy. 

Unaffiliated investment managers may be hired by UTIMCO to improve the Fund's return and 
risk characteristics. Such managers shall have complete investment discretion unless restricted 
by the terms of their management contracts. Managers shall be monitored for performance 
and adherence to investment disciplines. 

Fund Administration 
UTIMCO shall employ an administrative staff to ensure that all transaction and accounting 
records are complete and prepared on a timely basis. Internal controls shall be emphasized so 
as to provide for responsible separation of duties and adequacy of an audit trail. Custody of 
Fund assets shall comply with applicable law and be structured so as to provide essential 
safekeeping and trading efficiency. 
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Funds Eligible to Purchase Fund Units 
No fund shall be eligible to purchase units of the Fund unless it is under the sole control, with 
full discretion as to investments, by the Board and/or UTIM:CO. 

Any fund whose governing instrument contains provisions which conflict with this Policy 
Statement, whether initially or as a result of amendments to either document, shall not be 
eligible to purchase or hold units of the Fund. 

The funds of a foundation which is structured as a supporting organization described in 
Section 509(a) of the Internal Revenue Code of 1986, which supports the activities of the 
U. T. System and its component institutions, may purchase units in the Fund provided that: 

A. the purchase of Fund units by foundation funds is approved by the chief investment 
officer 

B. all members of the foundation's governing board are also members of the Board 
C. the foundation has the same fiscal year as the Fund 
D. a contract between the Board and the foundation has been executed authorizing 

investment offoundation funds in the Fund 
E. no officer of such foundation, other than members of the Board, the Chancellor, 

the chief investment officer or his or her delegate shall have any control over the 
management of the Fund other than to request purchase and redemption of Fund 
units. 

Fund Investment Objectives 
The primary investment objective shall be to preserve the purchasing power of Fund assets 
and annual distributions by earning an average annual total return after inflation of 5. 5% over 
rolling ten year periods or longer. The Fund's success in meeting its objectives depends upon 
its ability to generate high returns in periods of low inflation that will offset lower returns 
generated in years when the capital markets underperform the rate of inflation. 

The secondary fund objectives are to generate a fund return in excess of the Policy Portfolio 
benchmark and the average median return of the universe of the college and university 
endowments as reported annually by Cambridge Associates and N ACUBO over rolling five
year periods or longer. The Policy Portfolio benchmark will be established by UTIM:CO and 
will be comprised of a blend of asset class indices weighted to reflect Fund's asset allocation 
policy targets. 

Asset Allocation 
Asset allocation is the primary determinant of investment performance and, subject to the 
asset allocation ranges specified herein, is the responsibility ofUTIM:CO. Specific asset 
allocation targets may be changed from time to time based on the economic and investment 
outlook. Fund assets shall be allocated among the following broad asset classes based upon 
their individual return/risk characteristics and relationships to other asset classes: 
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1. Cash Equivalents - are highly reliable in protecting the purchasing power of current 
income streams but historically have not provided a reliable return in excess of 
inflation. Cash equivalents provide good liquidity under both deflation and inflation 
conditions. 

2. Fixed Income Investments - offer the best protection for hedging against the threat of 
deflation by providing a dependable and predictable source of Fund income. Such 
bonds should be high quality, and intermediate to long-term duration with reasonable 
call protection in order to ensure the generation of current income and preservation of 
nominal capital even during periods of severe economic contraction. 

3. Equities - provide both current income and growth of income, but their principal 
purpose is to provide appreciation of the Fund. Historically, returns for equities have 
been higher than for bonds over all extended periods. Therefore, equities represent the 
best chance of preserving the purchasing power of the Fund. 

4. Alternative Equities - generally consist of alternative marketable investments and 
alternative non-marketable investments. Alternative equity investments shall be 
expected to earn superior equity type returns over extended periods. The advantages 
of alternative equity investments are that they enhance long-term returns through 
investment in inefficient, complex markets. They offer reduced volatility of Fund asset 
values through their characteristics of low correlation with listed equities and fixed 
income instruments. The disadvantages of this asset class are that they may be illiquid, 
require higher and more complex fees, and are frequently dependent on the quality of 
external managers. In addition, they possess a limited return history versus traditional 
stocks and bonds. The risk of alternative equity investments shall be controlled with 
extensive due diligence and diversification. 

Alternative Marketable Equities -
These investments are broadly defined to include hedge funds, arbitrage and 
special situation funds, high yield bonds, distressed debt, market neutral, 
commodities and other non-traditional investment strategies whose underlying 
securities are traded on public exchanges or are otherwise readily marketable. 
As such, they offer faster drawdown of committed capital and earlier 

• realization potential than alternative non-marketable investments. Alternative 
marketable investments may be made through partnerships, but they will 
generally provide investors with liquidity at least annually. 
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Alternative Non-Marketable Investments -
These investments are held through either limited partnership or as direct 
ownership interests. They include special equity, mezzanine venture capital, oil 
and gas, real estate and other investments that are privately held and which are 
not registered for sale on public exchanges. In partnership form, these 
investments require a commitment of capital for extended periods of time with 
no liquidity. They also generally require an extended period of time to achieve 
targeted investment levels. 

Asset Allocation Policy 
The asset allocation policy and ranges herein recognize that the Fund's return/risk profile can 
be enhanced by diversifying the Fund's investments across different types of assets whose 
returns are not closely correlated. The targets and ranges seek to protect the Fund against 
both routine illiquidity in normal markets and extraordinary illiquidity during a period of 
extended deflation. 

The long-term asset allocation policy for the Fund must recognize that the 5.5% real return 
objective requires a high allocation to broadly defined equities, including domestic, 
international stocks, and alternative equity investments, of 68% to 90%. The allocation to 
fixed income investments should therefore not exceed 32% of the Fund. 

The Board delegates authority to UTIMCO to establish specific neutral asset allocations and 
ranges within the broad policy guidelines described above. UTIMCO may establish specific 
asset allocation targets and ranges for large and small capitalization U. S. stocks, established 
and emerging market international stocks, marketable and non-marketable alternative equity 
investments, and other asset classes as well as the specific performance objectives for each 
asset class. Specific asset allocation policies shall be decided by UTIMCO and reported to the 
U. T. Board. 

Performance Measurement 
The investment performance of the Fund will be measured by an unaffiliated organization, 
with recognized expertise in this field and reporting responsibility to the UTIMCO Board, and 
compared against the stated investment benchmarks of the Fund. Such measurement will 
occur at least annually, and evaluate the results of the total Fund, major classes of investment 
assets, and individual portfolios. 

Investment Guidelines 
The Fund must be invested at all times in strict compliance with applicable law. The primary 
and constant standard for making investment decisions is the "Prudent Person Rule." 
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Investment guidelines include the following: 

General 
! Investment guidelines for index and other commingled funds managed externally shall 

be governed by the terms and conditions of the Investment Management Contract. 
• All investments will be U. S. dollar denominated assets unless held by an internal or 

external portfolio manager with discretion to invest in foreign currency denominated 
securities. 

• Investment policies of any unaffiliated liquid investment fund must be reviewed and 
approved by the chiefinvestment officer prior to investment of Fund assets in such 
liquid investment fund. 

• No securities may be purchased or held which jeopardize the Fund's tax exempt status. 
• No investment strategy or program may purchase securities on margin or use leverage 

unless specifically authorized by the UTIMCO Board. 
• No investment strategy or program employing short sales may be made unless 

specifically authorized by the UTIMCO Board. 
• The Fund may utilize Derivative Securities with the approval of the UTIMCO Board 

to; a) simulate the purchase or sale of an underlying market index while retaining a 
cash balance for fund management purposes; b) to facilitate trading; c) to reduce 
transaction costs; d) to seek higher investment returns when a Derivative Security is 
priced more attractively than the underlying security; e) to index or to hedge risks 
associated with Fund investments; or f) to adjust the market exposure of the asset 
allocation, including long and short strategies; provided that; i) no leverage is 
employed in the implementation of such Derivative purchases or sales; ii) no more than 
5% of Fund assets are required as an initial margin deposit for such contracts; iii) the 
Fund's investments in warrants shall not exceed more than 5% of the Fund's net assets 
or 2% with respect to warrants not listed on the New York or American Stock 
Exchanges. Notwithstanding the above, leverage strategies are permissible within the 
alternative equities investment class with the approval of the UTIMCO Board, if the 
investment strategy is uncorrelated to the Fund as a whole, the manager has 
demonstrated skill in the strategy, the strategy implements systematic risk control 
techniques, value at risk measures, and pre-defined risk parameters. 

• Such Derivative Securities shall be defined to be those instruments whose value is 
derived, in whole or part, from the value of any one or more underlying assets, or 
index of assets (such as stocks, bonds, commodities, interest rates, and currencies) and 
evidenced by forward, futures, swap, cap, floor, option, and other applicable contracts. 

UTIMCO shall attempt to minimize the risk of an imperfect correlation between the 
change in market value of the securities held by the Fund and the prices of Derivative 
Security investments by investing in only those contracts whose behavior is expected 
to resemble that of the Fund's underlying securities. UTIMCO also shall attempt to 
minimize the risk of an illiquid secondary market for a Derivative Security contract and 
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the resulting inability to close a position prior to its maturity date by entering into such 
transactions on an exchange with an active and liquid secondary market. The net 
market value of exposure of Derivative Securities purchased or sold over the counter 
may not represent more than 15% of the net assets of the Fund. 

In the event that there are no Derivative Securities traded on a particular market index 
such as MSCI EAFE, the Fund may utilize a composite of other Derivative Security 
contracts to simulate the performance of such index. UTIMCO shall attempt to 
reduce any tracking error from the low correlation of the selected Derivative Securities 
with its index by investing in contracts whose behavior is expected to resemble that of 
the underlying securities. 

UTIMCO shall minimize the risk that a party will default on its payment obligation 
under a Derivative Security agreement by entering into agreements that mark to 
market no less frequently than monthly and where the counterparty is an investment 
grade credit. UTIMCO also shall attempt to mitigate the risk that the Fund will not be 
able to meet its obligation to the counterparty by investing the Fund in the specific 
asset for which it is obligated to pay a return or by holding adequate short-term 
investments. 

The Fund may be invested in foreign currency forward and foreign currency futures 
contracts in order to maintain the same currency exposure as its respective index or to 
protect against anticipated adverse changes in exchange rates among foreign 
currencies and between foreign currencies and the U. S. dollar. 

Cash and Cash Equivalents 
Holdings of cash and cash equivalents may include internal short term pooled investment 
funds managed by UTIMCO. 
• Unaffiliated liquid investment funds must be approved by the chief investment officer. 
• Commercial paper must be rated in the two highest quality classes by Moody's 

Investors Service, Inc. (Pl or P2) or Standard & Poor's Corporation (Al or A2). 
• Negotiable certificates of deposit must be with a bank that is associated with a holding 

company meeting the commercial paper rating criteria specified above or that has a 
certificate of deposit rating of l or better by Duff & Phelps. 

• Bankers' Acceptances must be guaranteed by an accepting bank with a minimum 
certificate of deposit rating of l by Duff & Phelps. 

• Repurchase Agreements and Reverse Repurchase Agreements must be with a 
domestic dealer selected by the Federal Reserve as a primary dealer in U. S. Treasury 
securities; or a bank that is associated with a holding company meeting the commercial 
paper rating criteria specified above or that has a certificate of deposit rating of l or 
better by Duff & Phelps. 
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• Repurchase Agreements and Reverse Repurchase Agreements must be transacted 
with a dealer that is aooroved by UTIMCO and selected by the Federal Reserve 
Bank as a Primary Dealer in U. S. Treasury securities and rated A-1 or P-1 or the 
equivalent. 

Each approved counter:party shall execute the Standard Public Securities 
Association CPSA) Master Repurchase A~reement with UTIMCO. 
Eligible Collateral Securities for Repurchase Agreements are limited to U. S. 
Treasury securities and U. S. Government Agency securities with a maturity 
of not more than 10 years. 
The maturity for a Repurchase Agreement may be from one day to two 
weeks. 
The value of all collateral shall be maintained at 102% of the notional value 
of the Repurchase Agreement. valued daily. 
All collateral shall be delivered to the LTF custodian bank. Tri-party 
collateral arrangements are not permitted. 

• The aggregate amount of repurchase agreements with maturities greater than seven 
calendar days may not exceed 10% of the Fund's fixed income assets. 

• Overnight Repurchase Agreements may not exceed 25% of the Fund's fixed income 
assets. 

• Mortgage Backed Securities (MBS) Dollar Rolls shall be executed as matched book 
transactions in the same manner as Reverse Repurchase Agreements above. As 
above, the rules for trading MBS Dollar Rolls shall follow the Public Securities 
Association standard industry terms. 

Fixed Income 
Domestic Fixed Income 
Holdings of domestic fixed income securities shall be limited to those securities a) issued by or 
fully guaranteed by the U. S. Treasury, U. S. Government-Sponsored Enterprises, or U. S. 
Government Agencies, and b) issued by corporations and municipalities. Within this overall 
limitation: 

• Permissible securities for investment include the components of the Lehman 
Brothers Aggregate Bond Index (LBAGG): investment grade government and 
corporate securities, agency mortgage pass-through securities, and asset-backed 
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secuntles. These sectors are divided into more specific sub-indices; l) 
Government: Treasury and Agency; 2) Corporate: Industrial, Finance, Utility, and 
Yankee; 3) Mortgage-backed securities: GNMA, FHLMC, and FNMA; and 4) 
Asset-backed securities. In addition to the permissible securities listed above, the 
following securities shall be permissible: a) floating rate securities with periodic 
coupon changes in market rates issued by the same entities that are included in the 
LBAGG as issuers of fixed rate securities; b) medium term notes issued by 
investment grade corporations; c) zero coupon bonds and stripped Treasury and 
Agency securities created from coupon securities; and d) structured notes issued 
by LBAGG qualified entities. 

• U.S. Domestic Bonds must be rated investment grade, Baa3 or better by Moody's 
Investors Services, BBB- by Standard & Poor's Corporation, or an equivalent 
rating by a nationally recognized rating agency at the time of acquisition. 

• Not more than 5% of the market value of domestic fixed income securities may be 
invested in corporate and municipal bonds of a single issuer provided that such 
bonds, at the time of purchase, are rated, not less than Baa3 or BBB-, or the 
equivalent, by any two nationally-recognized rating services, such as Moody's 
Investors Service, Standard & Poor's Corporation, or Fitch Investors Service. 

Holdings of eligible fixed income derivative securities shall be limited by the following 
guidelines: 

With prior written approval of the UTIMCO Board. the Portfolio Manager may enter 
into derivatives transactions utilizing exchange traded fixed income futures contracts 
or options on fixed income futures contracts; provided that such derivatives 
transactions are designed to control duration or manage risk. 

Such derivatives transactions shall be established on a case by case basis. These 
contracts shall include. but shall not be limited to. Ten-Year Treasury Futures. or 
Treasury Bill Futures. provided that the futures are rated AAA or the equivalent as 
determined by UTIMCO. 

Such derivatives shall be priced daily. 

Market risk shall be measured in dollar duration equivalent values or in the case of 
options in delta or percentage of equivalent futures contracts. 

For the purpose of this policy Collateralized Mortgage Obligations ("CMOs") are 
considered to be MBS, not derivatives. 

Non-U.S. Fixed Income 
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• Not more than 35% of the Fund's fixed income portfolio may be invested in non
U. S. dollar bonds. Not more than 15% of the Fund's fixed income portfolio may 
be invested in bonds denominated in any one currency. 

• Non-dollar bond investments shall be restricted to bonds rated equivalent to the 
same credit standard as the U.S. Fixed Income Portfolio. 

• Not more than 7.5% of the Fund's fixed income portfolio may be invested in 
Emerging Market debt. 

• International currency exposure may be hedged or unhedged at UTIMCO' s 
discretion or delegated by UTIMCO to an external investment manager. 

Equities 
I. The Fund shall: 

A. hold no more than 25% of its equity securities in any one industry or industries (as 
defined by the standard industry classification code and supplemented by other 
reliable data sources) at market 

B. hold no more than 5% of its equity securities in the securities of one corporation at 
cost unless authorized by the chief investment officer. 

Alternative Assets 
Investments in alternative assets may be made through management contracts with unaffiliated 
organizations (including but not limited to limited partnerships, trusts, and joint ventures) so 
long as such organizations: 

II. possess specialized investment skills 
ill. possess full investment discretion subject to the management agreement 
IV. are managed by principals with a demonstrated record of 

accomplishment and performance in the investment strategy being 
undertaken 

V. align the interests of the investor group with the management as closely 
as possible 

VI. charge fees and performance compensation which do not exceed prevailing industry 
norms at the time the terms are negotiated. 

Investments in alternative assets also may be made directly by UTIMCO in co-investment 
transactions sponsored by and invested in by a management firm or partnership in which the 
Fund has invested prior to the co-investment or in transactions sponsored by investment firms 
well known to UTIMCO management, provided that such direct investments shall not exceed 
25% of the market value of the alternative assets portfolio at the time of the direct investment. 

Members ofUTIMCO management, with the approval of the UTIMCO Board, may serve as 
directors of companies in which UTIMCO has directly invested Fund assets. In such event, 
any and all compensation paid to UTIMCO management for their services as directors shall be 
endorsed over to UTIMCO and applied against UTIMCO management fees. Furthermore, 
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UTIM:CO Board approval ofUTIM:CO management's service as a director of an investee 
company shall be conditioned upon the extension ofUTIM:CO's Directors and Officers 
Insurance Policy coverage to UTIM:CO management's service as a director of an in vestee 
company. 

Fund Distributions 
The Fund shall balance the needs and interests of present beneficiaries with those of the 
future. Fund spending policy objectives shall be to: 

a) provide a predictable, stable stream of distributions over time 
b) ensure that the inflation adjusted value of distributions is maintained 

over the long-term 
c) ensure that the inflation adjusted value of Fund assets after distributions 

is maintained over the long-term. 

The goal is for the Fund's average spending rate over time not to exceed the Fund's average 
annual investment return after inflation in order to preserve the purchasing power of Fund 
distributions and underlying assets. 

Pursuant to the Uniform Management oflnstitutional Funds Act, a governing board may 
distribute, for the uses and purposes for which the fund is established, the net realized 
appreciation in the fair market value of the assets of an endowment fund over the historic 
dollar value of the fund to the extent prudent under the standard provided by the Act. In 
addition, income may be distributed for the purposes associated with the 
endowments/foundations. 

UTIM:CO shall be responsible for establishing the Fund's distribution percentage and 
determining the equivalent per unit rate for any given year. Unless otherwise established by 
UTIM:CO and approved by the Board or prohibited by the Act, fund distributions shall be 
based on the following criteria: 

The annual unit distribution amount shall be adjusted annually based on the following formula: 
A. Increase the prior year's per unit distribution amount (cents per unit) by the 

average inflation rate (C.P.I.) for the previous twelve quarters. This will be the per 
unit distribution amount for the next fiscal year. This amount may be rounded to 
the nearest $.0005 per unit. 
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B. If the inflationary increase in Step A. results in a distribution rate below 3.5%, 
(computed by taking the proposed distribution amount per unit divided by the 
previous twelve quarter average market value price per unit) the UTIMCO Board, 
at its sole discretion, may grant an increase in the distribution amount as long as 
such increase does not result in a distribution rate of more than 4.5%. 

C. If the distribution rate exceeds 5.5%, (computed by taking the proposed 
distribution amount per unit divided by the previous twelve quarter average market 
value price per unit) the UTIMCO Board at its sole discretion, may reduce the per 
unit distribution amount. 

Notwithstanding any of the foregoing provisions, the Board of Regents may approve a per 
unit distribution amount that, in their judgment, would be more appropriate than the rate 
calculated by the policy provisions. 

Distributions from the Fund to the unitholders shall be made quarterly as soon as practicable 
on or after the last business day of November, February, May, and August of each fiscal year. 

Fund Accounting 
The fiscal year of the Fund shall begin on September 1st and end on August 31st. Market 
value of the Fund shall be maintained on an accrual basis in compliance with Financial 
Accounting Standards Board Statements, Government Accounting Standards Board 
Statements, or industry guidelines, whichever is applicable. Significant asset write-offs or 
write-downs shall be approved by the chief investment officer and reported to the UTIMCO 
Board. 

Valuation of Assets 
As of the close of business on the last business day of each month, UTIMCO shall determine 
the fair market value of all Fund net assets and the net asset value per unit of the Fund. Such 
valuation of Fund assets shall be based on the bank trust custody agreement in effect at the 
date of valuation. Valuation of alternative assets shall be determined in accordance with the 
UTIMCO Valuation Criteria for Alternative Assets. · 

The fair market value of the Fund's net assets shall include all related receivables and payables 
of the Fund on the valuation date and the value of each unit thereof shall be its proportionate 
part of such net value. Such valuation shall be final and conclusive. 

Purchase of Fund Units 
Purchase of Fund units may be made on any quarterly purchase date (September I, 
December 1, March 1, and June I of each fiscal year or the first business day subsequent 
thereto) upon payment of cash to the Fund or contribution of assets approved by the chief 
investment officer, at the net asset value per unit of the Fund as of the most recent quarterly 
valuation date. 
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In order to pennit complete investment of funds and to avoid fractional units, any purchase 
amount will be assigned a whole number of units in the Fund based on the appropriate per unit 
value of the Fund. Any fractional amount of purchase funds which exceeds the market value 
of the units assigned will be transferred to the Fund but no units shall be issued. Each fund 
whose monies are invested in the Fund shall own an undivided interest in the Fund in the 
proportion that the number of units invested therein bears to the total number of all units 
comprising the Fund. 

Redemption of Fund Units 
Redemption of Units shall be paid in cash as soon as practicable after the quarterly valuation 
date of the Fund. If the withdrawal is greater than $10 million, advance notice of30 business 
days shall be required prior to the quarterly valuation date. If the withdrawal is for less than 
$10 million, advance notice offive business days shall be required prior to the quarterly 
valuation date. If the aggregate amount of redemptions requested on any redemption date is 
equal to or greater than 10% of the Fund's net asset value, the Board may redeem the 
requested units in installments and on a pro-rata basis over a reasonable period oftime that 
takes into consideration the best interests of all Fund unitholders. Withdrawals from the Fund 
shall be at the market value price per unit determined for the period of the withdrawal except 

·as follows: withdrawals to correct administrative errors shall be calculated at the per unit 
value at the time the error occurred. To be considered an administrative error, the 
contribution shall have been invested in the Fund for a period less than or equal to one year 
detennined from the date of the contribution to the Fund. This provision does not apply to 
transfer of units between endowment unitholders. 

Securities Lending 
The Fund may participate in a securities lending contract with a bank or nonbank security 
lending agent for either short-term or long-term purposes of realizing additional income. 
Loans of securities by the Fund shall be collateralized by cash, letters of credit, or securities 
issued or guaranteed by the U. S. Government or its agencies. The collateral will equal at 
least 100% of the current market value of the loaned securities. The contract shall state 
acceptable collateral for securities loaned, duties of the borrower, delivery ofloaned securities 
and collateral, acceptable investment of collateral and indemnification provisions. The 
contract may include other provisions as appropriate. The securities lending program will be 
evaluated from time-to-time as deemed necessary by the UTIMCO Board. Monthly reports 
issued by the agent shall be reviewed by UTIMCO to insure compliance with contract 
prOVISIOnS. 

Investor Responsibility 
As a shareholder, the Fund has the right to a voice in corporate affairs consistent with those of 
any shareholder. These include the right and obligation to vote proxies in a manner consistent 
with the unique role and mission of higher education as well as for the economic benefit of the 
Fund. Notwithstanding the above, the UTIMCO Board shall discharge its fiduciary duties 
with respect to the Fund solely in the interest of Fund unitholders and shall not invest the 
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Fund so as to achieve temporal benefits for any purpose including use of its economic power 
to advance social or political purposes. 

Amendment of Policy Statement 
The Board of Regents reserves the right to amend the Investment Policy Statement as it 
deems necessary or advisable. 

Effective Date 
The effective date of this policy shall be February ll[~], 1992[8]. 
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Purpose 

THE UNIVERSITY OF TEXAS SYSTEM 
SHORT/INTERMEDIATE TERM FUND 
INVESTMENT POLICY STATEMENT 

The Short/Intermediate Term Fund (the "Fund"), was established by the Board of Regents 
of The University of Texas System (the "U. T. Board") as a pooled fund for the collective 
investment of operating funds and other short and intermediate term funds held by U. T. 
System component institutions and System Administration with an investment horizon 
greater than one year. 

Fund Organization 
The Fund is organized as a mutual fund in which each eligible account purchases and 
redeems Fund units as provided herein. The ownership of Fund assets shall at all times be 
vested in the Board. Such assets shall be deemed to be held by the Board, as a fiduciary, 
regardless of the name in which the assets may be registered. 

Fund Management 
Ultimate fiduciary responsibility for the Fund rests with the Board. Section 163 of the 
Property Code authorizes the U. T. Board to delegate to its committees, officers or 
employees of the U. T. System and other agents the authority to act for the U. T. Board in 
the investment of the Fund. The Fund shall be governed through The University of Texas 
Investment Management Company ("UTIMCO") which shall a) recommend investment 
policy for the Fund, b) determine specific asset allocation targets, ranges and performance 
benchmarks consistent with Fund objectives, and c) monitor Fund performance against 
Fund objectives. UTIMCO shall invest the Fund assets in conformity with investment 
policy. 

Unaffiliated investment managers may be hired by UTIMCO to improve the Fund's return 
and risk characteristics. Such managers shall have complete investment discretion unless 
restricted by the terms of their management contracts. Managers shall be monitored for 
performance and adherence to investment disciplines. 

Fund Administration 
UTIMCO or its agent shall employ an administrative staff to ensure that all transaction 
and accounting records are complete and prepared on a timely basis. Internal controls 
shall be emphasized so as to provide for responsible separation of duties and adequacy of 
an audit trail. Custody of Fund assets shall comply with applicable law and be structured 
so as to provide essential safekeeping and trading efficiency. 
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Funds Eligible to Purchase Fund Units 
No fund shall be eligible to purchase units of the Fund unless it is under the sole control, 
with full discretion as to investments, by the Board and/or UTIMCO. 

Any fund whose governing instrument contains provisions which conflict with this Policy 
Statement, whether initially or as a result of amendments to either document, shall not be 
eligible to purchase or hold units of the Fund. 

The funds of a foundation which is structured as a supporting organization described in 
Section 509(a) ofthe Internal Revenue Code of 1986 which supports the activities of the 
U. T. System and its component institutions, may purchase units in the Fund provided 
that: 

A. the purchase of Fund units by foundation funds is approved by the chief 
investment officer 

B. all members of the foundation's governing board are also members of the 
Board 

C. the foundation has the same fiscal year as the Fund 
D. a contract between the Board and the foundation has been executed 

authorizing investment of foundation funds in the Fund 
E. no officer of such foundation, other than members of the Board, the 

Chancellor, the chief investment officer or his or her delegate shall have 
any control over the management of the Fund other than to request 
purchase and redemption of Fund units. 

Fund Investment Objectives 
The primary investment objective shall be to provide both income through investment in 
high grade fixed income and floating rate obligations and capital appreciation when 
consistent with income generation, reasonable preservation of capital and maintenance of 
adequate Fund liquidity. In seeking to achieve its objectives, the Fund shall attempt to 
minimize the probability of a negative total return over a one-year period. Within the 
exposure limits contained herein, investments shall be diversified among authorized asset 
classes and issuers (excluding the U. S. Government) in order to minimize portfolio risk 
for a given level of expected return. 

Achievement of this objective shall be defined by a fund return in excess of the Policy 
Portfolio benchmark and the average return of the median manager of the MorningStar 
universe of government bond funds restricted to an average maturity ofless than or equal 
to three years. The Policy Portfolio benchmark will be established by UTIMCO and will 
be comprised of a blend of asset class indices weighted to reflect Fund asset allocation 
policy targets. 
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Asset Allocation 
Asset allocation is the primary determinant of investment performance and subject to the 
asset allocation ranges specified herein is the responsibility ofUTIMCO. Specific asset 
allocation targets may be changed from time to time based on the economic and 
investment outlook. 

Fund assets shall be allocated among the following broad asset classes based upon their 
individual return/risk characteristics and relationships to other asset classes: 

1. Cash and Cash Equivalents - are highly reliable in protecting the purchasing power 
of current income streams but historically have not provided a reliable return in 
excess of inflation. Cash equivalents provide the best combination of income and 
liquidity under both deflation and inflation conditions. 

2. Fixed Income Investments - offer predictable income streams without the 
remarketing risk often associated with cash and cash equivalents. 

3. Floating rate securities - offer protection from unanticipated inflationary pressures. 

Asset Allocation Policy 
The asset allocation policy and ranges herein seek to protect the Fund against illiquidity in 
both normal and extraordinary markets. 

The Board delegates authority to UTIMCO to establish specific asset allocation targets 
and ranges within the broad policy guidelines described above. UTIMCO may establish 
specific asset allocation targets and ranges for or within the asset classes listed above as 
well as the specific performance objectives for each asset class. Specific asset allocation 
policies shall be decided by UTIMCO and reported to the Board. 

Performance Measurement 
The investment performance of the Fund will be measured by an unaffiliated organization, 
with recognized expertise in this field and reporting responsibility to the UTIMCO Board, 
and compared against the stated investment objectives of the Fund. Such measurement 
will occur at least annually, and evaluate the results of the total Fund, major classes of 
investment assets, and individual portfolios. 

Investment Guidelines 
The Fund must be invested at all times in strict compliance with applicable law. The 
primary and constant standard for making investment decisions is the "Prudent Person 
Rule." 
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Investment guidelines include the following: 

General 
• All investments will be U. S. dollar denominated assets unless held by an internal 

or external portfolio manager with discretion to invest in foreign currency 
denominated securities. 

• Investment policies of any unaffiliated liquid investment fund must be reviewed and 
approved by the chief investment officer prior to investment of Fund assets in such 
liquid investment fund. 

• No securities may be purchased or held which would jeopardize the Fund's tax
exempt status. 

• No investment strategy or program may purchase securities on margin or use 
leverage unless specifically authorized by the UTIMCO Board. 

• No investment strategy or program employing short sales may be made unless 
specifically authorized by the UTIMCO Board. 

• The Fund may utilize Derivative Securities with the approval of the UTIMCO 
Board to; a) simulate the purchase or sale of an underlying market index while 
retaining a cash balance for fund management purposes; b) to facilitate trading; 
c) to reduce transaction costs; d) to seek higher investment returns when a 
Derivative Security is priced more attractively than the underlying security; e) to 
index or to hedge risks associated with Fund investments; or f) to adjust the 
market exposure of the asset allocation, including long and short strategies; 
provided that; i) no leverage is employed in the implementation of such Derivative 
purchases or sales; ii) no more than 5% of Fund assets are required as an initial 
margin deposit for such contracts; iii) the Fund's investments in warrants shall not 
exceed more than 5% of the Fund's net assets or 2% with respect to warrants not 
listed on the New York or American Stock Exchanges. 

• Such Derivative Securities shall be defined to be those instruments whose value is 
derived, in whole or part, from the value of any one or more underlying assets, or 
index of assets (such as stocks, bonds, commodities, interest rates, and currencies) 
and evidenced by forward, futures, swap, cap, floor, option, and other applicable 
contracts. 

UTIMCO shall attempt to minimize the risk of an imperfect correlation between 
the change in market value of the securities held by the Fund and the prices of 
Derivative Security investments by investing in only those contracts whose 
behavior is expected to resemble that of the Fund's underlying securities. 
UTIMCO also shall attempt to minimize the risk of an illiquid secondary market 
for a Derivative Security contract and the resulting inability to close a position 
prior to its maturity date by entering into such transactions on an exchange with an 
active and liquid secondary market. The net market value of exposure of 
Derivative Securities purchased or sold over the counter may not represent more 
than 15% of the net assets of the Fund. 
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In the event that there are no Derivative Securities traded on a particular market 
index, the Fund may utilize a composite of other Derivative Security contracts to 
simulate the performance of such index. UTIMCO shall attempt to reduce any 
tracking error from the low correlation of the selected Derivative Securities with 
its index by investing in contracts whose behavior is expected to resemble that of 
the underlying securities. 

• UTIMCO shall minimize the risk that a party will default on its payment obligation 
under a Derivative Security agreement by entering into agreements that mark to 
market no less frequently than monthly and where the counterparty is an 
investment grade credit. UTIMCO also shall attempt to mitigate the risk that the 
Fund will not be able to meet its obligation to the counterparty by investing the 
Fund in the specific asset for which it is obligated to pay a return or by holding 
adequate short-terminvestments. 

The Fund may be invested in foreign currency forward and foreign currency 
futures contracts in order to maintain the same currency exposure as its respective 
index or to protect against anticipated adverse changes in exchange rates among 
foreign currencies and between foreign currencies and the U. S. dollar. 

[• The eptien afijt~stee et~ratien efthe pertfulie shall be net less than ene ana net 
mere than fut1r years t~nless ap[lreveel iA ae'o'aAee by the UTIMCO Beare!.] 

• The duration of any eligible investment shall not exceed 10 years. 

Risk Management 

! Credit risk shall be controlled by UTIMCO who is responsible for the development 
and maintenance of credit quality standards for the Fund. 

! Interest rate risk shall be controlled by limiting the option-adjusted duration of the 
portfolio between one-half year and four years unless approved in advance by the 
UTIMCO Board. 

! Not more than 5% of the total value of the securities in the Fund shall be placed 
with any one issuer (i.e. Commercial Paper. Certificates of Deposit. or Bankers 
Acceptances) other than the U.S. Treasury. U.S. Agency. or Government 
Sponsored entities. 

! Counterparty exposure in the area of Repurchase Agreements and Reverse 
Repurchase Agreements shall be not more than 5% of the total value of the 
securities in the Fund shall be placed with any one counteroarty. 

Eligible Investments[ Cash ana Cash Eqt~i•,.alents] 
Holdings of cash and cash equivalents may include the following:[intemal shert term 
pee lee i1westment ffi11Els ma11agee by UTIMCO.] 
• Unaffiliated liquid (Money Market Funds) investment funds rated AAAM by 

Standard & Poor's Corporation.[mt1st be a[l[lrevee by the ehiefin•,·estmeHt 
efHeer.] 
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! Internal short term pooled investment fund managed by UTIMCO. 
• Commercial paper. negotiable certificates of deposit. and Bankers' Acceptances 

must be rated at least A-1 by[iH tile twe lligllest E(llalil)' elasses ey Meetly's 
lfwesters Serviee, IHe. (P1 er P2) er] Standard & Poor's Corporation and P-1 by 
Moody's Investors Service. Inc.[(A1 er A2).] 

! Floating rate securities if they meet the single security duration criteria and are 
based on a spread over or under a well known index such as LIDOR or a Constant 
Maturity Treasurv index. No internally leveraged floating rate securities are 
permitted (i.e. a coupon equivalent to a formula that creates a multiplier of an 
index value). The following types of floating rate securities are not eligible for 
investment: inverse floaters. non-money market based floaters interest only or 
principal only floaters non-dollar based floaters. and range note floaters. 

[ • Negetiaele eertifieates ef Elejlesit m11st ee witll a 'eaHk that is asseeiateel with a 
heltliHg eemjliiA)' meetiHg tile eemmereial jllljler ratiHg eriteria Sjleeifietl aee'<'e er 
that lias a eertifieate eftlejlesit ratiHg ef 1 er better 'ey D111f& Pheljls. 

• Bankers' Aeeejltaflees ffii!St ee g~~araHteetl ey IIFI aeeejltiflg eank with II minifllllffi 
eertifieate eftlejlesit ratiHg ef 1 ey D111f& Pl!elps.) 

• Repurchase Agreements and Reverse Repurchase Agreements must be transacted 
with a[tlemestie) dealer that is approved by UTIMCO and selected by the Federal 
Reserve Bank as a ~[p]rimary D[ tl]ealer in U. S. Treasury securities and rated A-1 
or P-1 or the equivalent.[ er a eaRle that is asseeiatetl with a heltliHg eemjlaA)' 
meetiHg the eeffifflereial pajler ratiHg eriteria Sjleeifietl aeeve er that has a 
eertifieate efelejlesit raliHg ef 1 er better ey D111f& Pllelps.) 

! Each approved counteroarty shall execute the Standard Public Securities 
Association (PSA) Master Repurchase Agreement with UTIMCO. 

! Eligible Collateral Securities for Repurchase Agreements are limited to 
U.S. Treasury securities and U.S. Government Agency securities with a 
maturity of not more than 1 0 years. 

! The maturity for a Repurchase Agreement may be from one day to two 
weeks. 

• The value of all collateral shall be maintained at 102% of the notional value 
of the Repurchase Agreement. valued daily. 

• All collateral shall be delivered to the SITF custodian bank. Tri-party 
collateral arrangements are not permitted. 

! Reverse Repurchase Agreements shall be used to fund the liquidity facility 
for the Universitv of Texas System revenue financing notes. 

! The aggregate amount of repurchase agreements with maturities greater 
than seven calendar days may not exceed 10% of the Fund's total assets. 

• Overnight repurchase agreements may not exceed 25% of the Fund's total 

~ 
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[Pinefl IAeeffie] 
Holdings of eligible[eemestie] fixed income securities shall be limited to the following: 

• [tkese] S[s]ecurities issued by or fully guaranteed by the U. S. Treasury, U. S. 
Government-Sponsored Enterprises, or U. S. Government Agencies. The latter two 
categories include U. S. Government Agency Mortgage Backed Securities ("MBS"). 

Holdings of eligible fixed income derivative securities shall be limited by the following 
guidelines: 

With prior written approval of the UTIMCO Board, the Portfolio Manager may 
enter into derivatives transactions utilizing exchange traded fixed income futures 
contracts or options on fixed income futures contracts: provided that such 
derivatives transactions are designed to control duration or manage risk. 

Such derivatives transactions shall be established on a case by case basis. These 
contracts shall include but shall not be limited to Ten-Year TreasUJ:y Futures, 
Eurodollar Futures, or Treasury Bill Futures, provided that the futures exchanges 
are rated AAA or the equivalent as determined by UTIMCO. 

Such derivatives shall be priced daily. 

Market risk shall be measured in dollar duration equivalent values or in the case of 
options in delta or percentage of equivalent futures contracts. 

For the purpose of this policy Collateralized Mortgage Obligations ("CMOs") are 
considered .to be MBS not derivatives. 

Fund Distributions 
Distributions of income from the Fund to the unitholders shall be made as soon as 
practicable on or after the last day of each month. 

Fund Accounting 
The fiscal year of the Fund shall begin on September lst and end on August 31st. Market 
value of the Fund shall be maintained on an accrual basis in compliance with Financial 
Accounting Standards Board Statements, Government Accounting Standards Board 
Statements, or industry guidelines, whichever is applicable. Significant asset writecoffs or 
write-downs shall be approved by the chief investment officer and reported to the 
UTIMCO Board. . 

Valuation of Assets 
UTIMCO shall determine the fair market value of all Fund net assets and the net asset 
value per unit of the Fund no less than once a week and on the last business day of each 
month. Such valuation of Fund assets shall be based on the bank trust custody agreement 
in effect at the date of valuation. 
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The fair market value of the Fund's net assets shall include all related receivables and 
payables of the Fund on the valuation date and the value of each unit thereof shall be its 
proportionate part of such net value. Such valuation shall be final and conclusive. 

Purchase of Fund Units 
Purchase of Fund units may be made no less than once a week and on the last business day 
of each month upon payment of cash to the Fund or contribution of assets approved by the 
chief investment officer, at the net asset value per unit of the Fund as of the most recent 
weekly or end of month valuation date. 

Each fund whose monies are invested in the Fund shall own an undivided interest in the 
Fund in the proportion that the number of units invested therein bears to the total number 
of all units comprising the Fund. 

Redemption of Fund Units 
Redemption of Units shall be paid in cash as soon as practicable after the most recent 
weekly or end of month valuation date of the Fund. 

Securities Lending 
The Fund may not participate in a securities lending contract with a bank or nonbank 
security lending agent. 

Investor Responsibility 
The UTIMCO Board shall discharge its fiduciary duties with respect to the Fund solely in 
the interest of Fund unitholders and shall not invest the Fund so as to achieve temporal 
benefits for any purpose including use of its economic power to advance social or political 
purposes. 

Amendment of Policy Statement 
The Board of Regents reserves the right to amend the Investment Policy Statement as it 
deems necessary or advisable. 

EITectiv.e Date 
The effective date of this policy shall be February ll[H], 1992(&]. 

BofR-48 



Purpose 

THE UNIVERSITY OF TEXAS SYSTEM 
SHORT TERM FUND 

INVESTMENT POLICY STATEMENT 

The Short Term Fund (the "Fund") was established by the Board of Regents of The 
University of Texas System (the "U. T. Board") as a pooled fund for the collective 
investment of operating funds and other short and intermediate term funds held by 
U. T. System component institutions and System Administration with an investment 
horizon less than one year. 

Fund Organization 
The Fund is organized as a mutual fund in which each eligible account purchases and 
redeems Fund units as provided herein. The ownership of Fund assets shall at all times 
be vested in the Board. Such assets shall be deemed to be held by the Board, as a 
fiduciary, regardless of the name in which the assets may be registered. 

Fund Management 
Ultimate fiduciary responsibility for the Fund rests with the Board. Section 163 of the 
Property Code authorizes the U. T. Board to delegate to its committees, officers or 
employees of the U. T. System and other agents the authority to act for the U. T. 
Board in the investment of the Fund. The Fund shall be governed through The 
University of Texas Investment Management Company ("UTIMCO") which shall 
a) recommend investment policy for the Fund, b) determine specific asset allocation 
targets, ranges and performance benchmarks consistent with Fund objectives, and 
c) monitor Fund performance against Fund objectives. UTIMCO shall invest the Fund 
assets in conformity with investment policy. 

Unaffiliated investment managers may be hired by UTIMCO to improve the Fund's 
return and risk characteristics. Such managers shall have complete investment 
discretion unless restricted by the terms of their management contracts. Managers 
shall be monitored for performance and adherence to investment disciplines. 

Fund Administration 
UTIMCO or its agent shall employ an administrative staff to ensure that all transaction 
and accounting records are complete and prepared on a timely basis. Internal controls 
shall be emphasized so as to provide for responsible separation of duties and adequacy 
of an audit trail. Custody of Fund assets shall comply with applicable law and be 
structured so as to provide essential safekeeping and trading efficiency. 
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Funds Eligible to Purchase Fund Units 
No fund shall be eligible to purchase units of the Fund unless it is under the sole 
control, with full discretion as to investments, by the Board and/or UTIMCO. 

Any fund whose governing instrument contains provisions which conflict with this 
Policy Statement, whether initially or as a result of amendments to either document, 
shall not be eligible to purchase or hold units of the Fund. 

The funds of a foundation which is structured as a supporting organization described 
in Section 509(a) of the Internal Revenue Code of 1986 which supports the activities 
of the U. T. System and its component institutions, may purchase units in the Fund 
provided that: 

A. the purchase of Fund units by foundation funds is approved by the chief 
investment officer 

B. all members of the foundation's governing board are also members of 
the Board 

C. the foundation has the same fiscal year as the Fund 
D. a contract between the Board and the foundation has been executed 

authorizing investment offoundation funds in the Fund 
E. no officer of such foundation, other than members of the Board, the 

Chancellor, the chief investment officer or his or her delegate shall have 
any control over the management of the Fund other than to request 
purchase and redemption of Fund units. 

Fund Investment Objectives 
The primary investment objective shall be to maximize current income consistent with 
the absolute preservation of capital and maintenance of adequate Fund liquidity. The 
Fund shall seek to maintain a net asset value of$1.00. 

Achievement of this objective shall be defined as a fund return in excess of the average 
gross return of the median manager of the Donoghue's universe of institutional only 
money market funds. 

Asset Allocation 
Asset allocation is the primary determinant of investment performance and subject to 
the asset allocation ranges specified herein is the responsibility ofUTIMCO. Specific 
asset allocation targets may be changed from time to time based on the economic and 
investment outlook. 
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Fund assets shall be allocated among the following broad asset class: 

Cash and Cash Equivalents - are highly reliable in protecting the purchasing power of 
current income streams but historically have not provided a reliable return in excess of 
inflation. Cash equivalents provide the best combination of income and liquidity under 
both deflation and inflation conditions. 

Performance Measurement 
The investment performance of the Fund will be measured by an unaffiliated 
organization, with recognized expertise in this field and reporting responsibility to the 
UTIMCO Board, and compared against the stated investment objectives of the Fund. 
Such measurement will occur at least annually, and evaluate the results of the total 
Fund, major classes of investment assets, and individual portfolios. 

Investment Guidelines 
The Fund must be invested at all times in strict compliance with applicable law. The 
primary and constant standard for making investment decisions is the "Prudent Person 
Rule." 

Investment guidelines include the following: 

General 
• All investments will be U. S. dollar denominated assets. 
• Investment policies of any unaffiliated liquid investment fund must be reviewed 

and approved by the chief investment officer prior to investment of Fund assets 
in such liquid investment fund. 

• No securities may be purchased or held which would jeopardize the Fund's 
tax-exempt status. 

• No investment strategy or program may purchase securities on margin or use 
leverage unless specifically authorized by the UTIMCO Board. 

• No investment strategy or program employing short sales may be made unless 
specifically authorized by the UTIMCO Board. 

• The Fund may utilize Derivative Securities with the approval of the UTIMCO 
Board to; a) simulate the purchase or sale of an underlying market index while 
retaining a cash balance for fund management purposes; b) to facilitate trading; 
c) to reduce transaction costs; d) to seek higher investment returns when a 
Derivative Security is priced more attractively than the underlying security; e) 
to index or to hedge risks associated with Fund investments; or f) to adjust the 
market exposure of the asset allocation, including long and short strategies; 
provided that; i) no leverage is employed in the implementation of such 
Derivative purchases or sales; ii) no more than 5% of Fund assets are required 
as an initial margin deposit for such contacts; iii) the Fund's investments in 
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warrants shall not exceed more than 5% of the Fund's net assets or 2% with 
respect to warrants not listed on the New York or American Stock Exchanges. 

• · Such Derivative Securities shall be defined to be those instruments whose 
value is derived, in whole or part, from the value of any one or more 
underlying assets, or index of assets (such as stocks, bonds, commodities, 
interest rates, and currencies) and evidenced by forward, futures, swap, cap, 
floor, option, and other applicable contracts. 

UTIMCO shall attempt to minimize the risk of an imperfect correlation 
between the change in market value of the securities held by the Fund and the 
prices of Derivative Security investments by investing in only those contracts 
whose behavior is expected to resemble that of the Fund's underlying 
securities. UTIMCO also shall attempt to minimize the risk of an illiquid 
secondary market for a Derivative Security contract and the resulting inability 
to close a position prior to its maturity date by entering into such transactions 
on an exchange with an active and liquid secondary market. Derivative 
Securities purchased or sold over the counter may not represent more than 
15% of the net assets of the Fund. 

In the event that there are no Derivative Securities traded on a particular 
market index, the Fund may utilize a composite of other Derivative Security 
contracts to simulate the performance of such index. UTIMCO shall attempt 
to reduce any tracking error from the low correlation of the selected Derivative 
Securities with its index by investing in contracts whose behavior is expected 
to resemble that of the underlying securities. 

• UTIMCO shall minimize the risk that a party will default on its payment 
obligation under a Derivative Security agreement by entering into agreements 
that mark to market no less frequently than monthly and where the 
counterparty is an investment grade credit. UTIMCO also shall attempt to 
mitigate the risk that the Fund will not be able to meet its obligation to the 
counterparty by investing the Fund in the specific asset for which it is obligated 
to pay a return or by holding adequate short-term investments. 

The Fund may be invested in foreign currency forward and foreign currency 
futures contracts in order to maintain the same currency exposure as its 
respective index or to protect against anticipated adverse changes in exchange 
rates among foreign currencies and between foreign currencies and the U. S. 
dollar. 

[ • The weighted !l'terage mattlri~· ef the pertfelie shall Het ee mere thaR 9Q clays. 
IRaivielt!al seetlrities shall I! ave a remaiHiRg mattlrity Het leHger thaH 3 97 Ela}·s.] 
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Eligible Investments[Cash ana Cash EEjlli~·alents 

• Unafliliatea liEjlliS iH-Vestment funas ffii:!St se ajljlrevea sy the eAief investment 
eflieer. 

• Cemmereial jlajler mllst se rates in the twe highest Ejllality elasses sy ~'leeay's 
Iw,•esters SePt~ee, Ine. (PI er P2) er Stanaara & Peer's Cefjleratien (AI er 

Mt.-
• ~Tegetiaele eertiiieates efaejlesit mttst se ·.vith a sank that is asseeiatea with a 

helaing eemjl!lfiY meeting the eemmereial jlajler rating eriteria Sjleeitiea aeeve 
er that has a eertitieate efaejlesit rating ef I er setter sy Dtttf& Pheljls. 

• Banl(ers' Aeeejltanees ffii:!St se gHaranteea sy an aeeejlting sank with a 
miHimHm eertitieate efaejlesit rating ef I sy Dlltf& Pheljls. 

• Rejlttrehase Agreements ana Reverse Rejlttrehase AgreemeHts mttst ee with a 
aemestie dealer seleetea ey the Federal Resep,•e as a jlrimary sealer in U. 8. 
TreaSHry seellrities; er a sank that is asseeiatea with a helaing eemjlany 
meeting the eemmereial jlajler rating eriteria Sjleeitiea aseve er that has a 
eertiiieate efaejlesit rating ef I er setter ey Dlltf& Pheljls.] 

• The weighted average maturity of the portfolio shall not be more than 60[9Q] 
days. Individual securities shall have a remaining maturity not longer than 397 
days. The maturity of a portfolio security shall be deemed to be the period 
remaining (calculated from the trade date or such other date on which the 
Fund's interest in the security is subject to market action) until the date noted 
on the face of the security as the date on which the principal amount must be 
paid, or in the case of a security called for redemption, the date on which the 
redemption payment must be made, except that a) a variable rate security, the 
principal amount of which is scheduled on the face of the security to be paid in 
3 97 days or less, shall be deemed to have a maturity equal to the period 
remaining until the next readjustment of the interest rate; b) a variable rate 
security that is subject to a demand feature shall be deemed to have a maturity 
equal to the longer of the period remaining until the next readjustment of the 
interest rate or the period remaining until the principal amount can be 
recovered through demand; c) a floating rate security that is subject to a 
demand feature shall be deemed to have a maturity equal to the period 
remaining until the principal amount can be recovered through demand; d) a 
repurchase agreement shall be deemed to have a maturity equal to the period 
remaining until the date on which the repurchase of the underlying securities is 
scheduled to occur, or, where no date is specified, but the agreement is subject 
to a demand, the notice period applicable to a demand for the repurchase of the 
securities. A demand feature shall mean a put that entitles the holder to receive 
the principal amount of the underlying security or securities and that may be 
exercised either at any time on no more than 3 0 days notice or at specified 
intervals not exceeding 397 days and upon no more than 30 days notice. 
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Holdings of cash and cash equivalents may include the following: 

! Unaffiliated liquid (Money Market Funds) investment funds rated AAA~ 
Standard & Poor's Corporation. 

! Commercial paper. negotiable certificates of deposit. and Bankers' 
Acceptances must be rated at least A-1 by Standard & Poor's Corporation and 
P-1 by Moody's Investors Service. Inc. 

! Floating rate securities, if they meet the single security duration criteria and are 
based on a spread over or under a well known index such as LID OR or a 
Constant Maturity Treasury index. No internally leveraged floating rate 
securities are permitted (i.e. a coupon equivalent to a formula that creates a 
multiplier of an index value). The following types of floating rate securities are 
not eligible for investment: inverse floaters, non-money market based floaters. 
interest only or principal only floaters, non-dollar based floaters, and range 
note floaters. 

• Repurchase Agreements and Reverse Repurchase Agreements must be 
transacted with a dealer that is approved by UTIMCO and selected by the 
Federal Reserve Bank as a Primary Dealer in U. S. Treasury securities and 
rated A-1 or P-1 or the equivalent. 

• Each approved counterparty shall execute the Standard Public 
Securities Association (PSA) Master Repurchase Agreement with 
UTIMCO. 

! Eligible Collateral Securities for Repurchase Agreements are limited to 
U.S. Treasury securities and U.S. Government Agency securities with a 
maturity of not more than I 0 years. 

! The maturity for a Repurchase Agreement may be from one day to two 
weeks. 

! The value of all collateral shall be maintained at I 02% of the notional 
value of the Repurchase Agreement, valued daily. 

! All collateral shall be delivered to the STF custodian bank. Tri-party 
collateral arrangements are not permitted. 

! The aggregate amount of repurchase agreements with maturities 
greater than seven calendar days may not exceed 10% of the Fund's 
total assets. 

! Overnight repurchase agreements may not exceed 50% of the Fund's 
total assets. 

Holdings of eligible fixed income derivative securities shall be limited by the following 
guidelines: 
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With prior written approval of the UTIMCO Board. the Portfolio Manager 
may enter into derivatives transactions utilizing exchange traded fixed income 
futures contracts or options on fixed income futures contracts: provided that 
such derivatives transactions are designed to control duration or manage risk. 

Such derivatives transactions shall be established on a case by case basis. These 
contracts shall include but shall not be limited to Fed Fund Futures Eurodollar 
Futures. or Treasury Bill Futures. provided that the futures exchanges are rated 
AAA or the equivalent as determined by UTIMCO. 

Such derivatives shall be priced daily. 

Market risk shall be measured in dollar duration equivalent values or in the 
case of options in delta or percentage of equivalent futures contracts. 

For the pumose of this policy Collateralized Mortgage Obligations ("CMOs") 
are considered to be Mortgage Backed Securities ("MBS"). not derivatives. 

Fund Distributions 
Distributions of income from the Fund to the unitholders shall be made as soon as 
practicable on or after the last day of each month. 

Fund Accounting 
The fiscal year of the Fund shall begin on September 1st and end on August 31st. 
Market value of the Fund shall be maintained on an accrual basis in compliance with 
Financial Accounting Standards Board Statements, Government Accounting Standards 
Board Statements, or industry guidelines, whichever is applicable. Significant asset 
write-offs or write-downs shall be approved by the chief investment officer and 
reported to the UTIMCO Board. 

Valuation of Assets 
As of the close of business on each business day, UTIMCO shall determine the fair 
market value of all Fund net assets. Such valuation of Fund assets shall be based on 
the bank trust custody agreement in effect at the date of valuation. 

The fair market value of the Fund's net assets shall include all related receivables and 
payables of the Fund on the valuation date and the value of each unit thereof shall be 
its proportionate part of such net value. Such valuation shall be final and conclusive. 
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Purchase of Fund Units 
Purchase of Fund units may be made on each business day upon payment of cash to 
the Fund or contribution of assets approved by the chief investment officer, at $1.00 
per unit of the Fund as of the most recent valuation date. 

Each fund whose monies are invested in the Fund shall own an undivided interest in 
the Fund in the proportion that the number of units invested therein bears to the total 
number of all units comprising the Fund. 

Redemption of Fund Units 
Redemption ofUnits may be made on each business day at $1.00 per unit. 

Securities Lending 
The Fund may not participate in a securities lending contract with a bank or nonbank 
security lending agent. 

Investor Responsibility 
The UTIMCO Board shall discharge its fiduciary duties with respect to the Fund 
solely in the interest of Fund unitholders and shall not invest the Fund so as to achieve 
temporal benefits for any purpose, including use of its economic power to advance 
social or political purposes. 

Amendment of Policy Statement 
The Board of Regents reserves the right to amend the Investment Policy Statement as 
it deems necessary or advisable. 

Effective Date 
The effective date of this policy shall be February ll[H], 1992[&]. 
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THE UNIVERSITY OF TEXAS SYSTEM 
SEPARATELY INVESTED ENDOWMENT, TRUST, AND OTHER 

ACCOUNTS INVESTMENT POLICY STATEMENT 

Purpose 
The Separately Invested Endowment, Trust, and Other Accounts are Accounts 
established in the name of the Board of Regents of The University of Texas System 
(the "Board") as trustee, and are Accounts which are not invested in one of the pooled 
investment vehicles. These Accounts are not invested in the pooled investment vehicle 
because a) they are charitable trusts; b) of investment restrictions incorporated into the 
endowment document; c) of inability to sell the gifted investment asset; or d) they are 
assets being migrated upon liquidation into a pooled investment vehicle. 

Investment Management 
Ultimate fiduciary responsibility for the assets of the Accounts rests with the Board. 
Section 163 of the Property Code authorizes the U. T. Board to delegate to its 
committees, officers or employees of the U. T. System and other agents the authority 
to act for the U. T. Board in the investment of the institutional assets for the Account 
(endowment and operating accounts). The applicable trust instrument will apply to the 
management of trust investments. The assets for the Account shall be governed 
through The University of Texas Investment Management Company ("UTIMCO") 
which shall a) recommend investment policy for the Accounts, b) determine specific 
asset allocation targets, ranges and performance benchmarks consistent with the 
Account objectives, and if appropriate c) monitor the Account's performance against 
Account objectives. UTIMCO shall invest the Account's assets in conformity with 
investment policy. 

Unaffiliated investment managers may be hired by UTIMCO to improve the Account's 
return and risk characteristics. Such managers shall have complete investment 
discretion unless restricted by the terms of their management contracts. Managers 
shall be monitored for performance and adherence to investment disciplines. 

Account Administration 
UTIMCO shall employ an administrative staff to ensure that all transaction and 
Accounting records are complete and prepared on a timely basis. Internal controls 
shall be emphasized so as to provide for responsible separation ofduties and adequacy 
of an audit trail. Custody of assets in the Account shall comply with applicable law 
and be structured so as to provide essential safekeeping and trading efficiency. 
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Investment Objectives 
Endowment Accounts-The primary investment objective shall be to invest the Account 
in assets that comply with the terms of the applicable endowment agreement, taking 
into consideration the investment time horizon of the Account. 

Trust Accounts-Trust Accounts are defined as either Foundation Accounts or 
Charitable Trusts (Charitable Remainder Unitrusts (CRUT), Charitable Remainder 
Annuity Trusts (CRAT), Pooled Income Funds (PIF), Charitable Trusts (CT), or 
Charitable Lead Trusts (CLT)). The Board recognizes that the investment objective of 
a trust is dependent on the terms and conditions as defined in the trust document of 
each trust. The conditions that will affect the investment strategy are a) the trust 
payout provisions; b) the ages of the income beneficiaries; c) the ability to sell the 
gifted assets that were contributed to the trust; d) and consideration to investment 
preferences of the income beneficiaries. Taking these conditions into consideration, 
the fundamental investment objectives of the trust will be to generate a low to 
moderate growth in trust principal and to provide adequate liquidity in order to meet 
the payout provisions of the trust. 

Operating Accounts-These are separate operating accounts of the Component 
institutions which invest in the Equity Index Fund B and the U. S. Debt Index Fund B. 
The amount of component operating funds invested in the index funds is governed by 
the U. T. System Financial Policy. [These are separate!)' invested seet~rities ef 
eeffipenent instirutiens' eperating funEis that were pt~rehaseEI prier te the ereatien ef 
the S/ITF. These seet~rities are gt~aranteee ey the gevemffient er feaerally spensereEI 
ageneies. Onee these seet~rities ffiatt~re, the eeffipenent institl:itiens hi¥ie the eptien te 
in·1est theffi in ene efthe peelea investffient funs vehieles.] 

Asset Allocation 
Asset allocation is the primary determinant of investment performance and subject to 
the asset allocation ranges specified by UTIMCO. Specific asset allocation targets 
may be changed from time to time based on the economic and investment outlook. 

If appropriate, the Account's assets shall be allocated among the foiiowing broad asset 
classes based upon their individual return/risk characteristics and relationships to other 
asset classes: 

1. Cash Equivalents - are highly reliable in protecting the purchasing power of 
current income streams but historically have not provided a reliable return in 
excess of inflation. Cash equivalents provide good liquidity under both 
deflation and inflation conditions. 

2. Fixed Income Investments - offer the best protection for hedging against the 
threat of deflation by providing a dependable and predictable source of income 
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for the Account. Such bonds should be high quality, with reasonable call 
protection in order to ensure the generation of current income and preservation 
of nominal capital even during periods of severe economic contraction. This 
classification shall include fixed income mutual funds. 

3. Equities - provide both current income and growth of income, but their 
principal purpose is to provide appreciation for the Account. Historically, 
returns for equities have been higher than for bonds over all extended periods. 
Therefore, equities represent the best chance of preserving the purchasing 
power of the Account. This classification shall include equity mutual funds. 

Variable Annuities- These are insurance contracts purchased on the life or lives of the 
income beneficiaries and for which the funds underlying the contract are invested in 
various mutual funds which offer diversification of the Account's assets. These 
contracts offer some downside market risk protection in case of the income 
beneficiary's death in the early years of the contract. These investment assets are only 
appropriate for the charitable remainder trusts. 

Asset Allocation Policy 
The asset allocation policy and ranges for each trust or endowment herein is dependent 
on the terms and conditions of the endowment or trust document. With respect to the 
operating accounts the U. T. System financial policies shall govern. If possible, the 
Account's assets shall be diversified among different types of assets whose returns are 
not closely correlated in order to enhance the return/risk profile of the Account. 

The Board delegates authority to UTIMCO to establish specific asset allocation 
targets and ranges for each trust or endowment Account. 

Performance Measurement 
The investment performance of the actively managed Accounts, where cost effective, 
will be calculated and evaluated annually. 

Investment Guidelines 
The Accounts must be invested at all times in strict compliance with applicable law. 
The primary and constant standard for making investment decisions is the "Prudent 
Person Rule." 

Investment guidelines include the following: 

General 
• Investment guidelines for index and other commingled funds managed 

externally shall be governed by the terms and conditions of the Investment 
Management Contract. 
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• All investments will be U. S. dollar denominated assets unless held by an 
internal or external portfolio manager with discretion to invest in foreign 
currency denominated securities. 

• Investment policies of any unaffiliated liquid investment Account[Ftmd] must 
be reviewed and approved by the chief investment officer prior to investment 
of Account's assets in such liquid investment Account[Ftmd]. 

• No securities may be purchased or held which would jeopardize, if applicable, 
the Account's tax-exempt status. 

• No investment strategy or program may purchase securities on margin or use 
leverage unless specifically authorized by the UTIMCO Board. 

• No investment strategy or program employing short sales may be made unless 
specifically authorized by the UTIMCO Board. 

• The Account[Ftmd] may utilize Derivative Securities with the approval of the 
UTIMCO Board to; a) simulate the purchase or sale of an underlying market 
index while retaining a cash balance for fund management purposes; b) to 
facilitate trading; c) to reduce transaction costs; d) to seek higher investment 
returns when a Derivative Security is priced more attractively than the 
underlying security; e) to index or to hedge risks associated with 
Account[Ftmd] investments; or f) to adjust the market exposure of the asset 
allocation, including long and short strategies; provided that; i) no leverage is 
employed in the implementation of such Derivative purchases or sales; ii) no 
more than 5% of the Accounts[Ftmd] assets are required as an initial margin 
deposit for such contracts; iii) the Account's(F!!Ael's] investments in warrants 
shall not exceed more than 5% of the Account's[FilAEI's] net assets or 2% with 
respect to warrants not listed on the New York or American Stock Exchanges. 

• Such Derivative Securities shall be defined to be those instruments whose 
value is derived, in whole or part, from the value of any one or more 
underlying assets, or index of assets (such as stocks, bonds, commodities, 
interest rates, and currencies) and evidenced by forward, futures, swap, cap, 
floor, option, and other applicable contracts. 

UTIMCO shall attempt to minimize the risk of an imperfect correlation 
between the change in market value of the securities held by the 
Account[Ftmd] and the prices of Derivative Security investments by investing 
in only those contracts whose behavior is expected to resemble that of the 
Account' s[F!!AEI' s ]underlying securities. UTIMCO also shall attempt to 
minimize the risk of an illiquid secondary market for a Derivative Security 
contract and the resulting inability to close a position prior to its maturity date 
by entering into such transactions on an exchange with an active and liquid 
secondary market. The net market value of exposure of Derivative Securities 
purchased or sold over the counter may not represent more than 15% of the 
net assets of the Account[Ftmd]. 
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In the event that there are no Derivative Securities traded on a particular 
market index, the Account[F\md] may utilize a composite of other Derivative 
Security contracts to simulate the performance of such index. UTIMCO shall 
attempt to reduce any tracking error from the low correlation of the selected 
Derivative Securities with its index by investing in contracts whose behavior is 
expected to resemble that of the underlying securities. 

UTIMCO shall minimize the risk that a party will default on its payment 
obligation under a Derivative Security agreement by entering into agreements 
that mark to market no less frequently than monthly and where the 
counterparty is an investment grade credit. UTIMCO also shall attempt to 
mitigate the risk that the Account[fflfld] will not be able to meet its obligation 
to the counterparty by investing the Account[fflfld] in the specific asset for 
which it is obligated to pay a return or by holding adequate short-term 
investments. 

The Account[F\md] may be invested in foreign currency forward and foreign 
currency futures contracts in order to maintain the same currency exposure as 
its respective index or to protect against anticipated adverse changes in 
exchange rates among foreign currencies and between foreign currencies and 
the U. S. dollar. 

Risk Management 
• Credit risk shall be controlled by UTIMCO who is responsible for the 

development and maintenance of credit quality standards for the Account. 
! Not more than 5% of the total value of the securities in the Account shall be 

placed with any one issuer (i.e .. Commercial Paper. Certificates of Deposit. or 
Bankers Acceptances) other than the U. S. Treasurv, U. S. Agencym or 
Government Sponsored entities. 

! Counterpartv exposure in the area of Repurchase Agreements and Reverse 
Repurchase Agreements shall not be more than 5% of the total value of the 
securities in the Account shall be placed with any one counterparty. 

Eligible Investments[Casfi aRe Casfi Bqt~walems] 

Holdings of cash and cash equivalents may include the following:[iRtemal sllert term 
peel eEl ilwestment flinEis manageEI ey UTIMCO .] 
• Unaffiliated liquid (Money Market Funds) investment funds rated AAAw by 

Standard & Poor's Corporation.[mt~st ee a!lpre•fee ey tfie efiiefiR~·estmef\t 
eftieer.] 

• Internal short term pooled investment fund managed by UTIMCO. 
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• Commercial paper. negotiable certificates of deposit. and Bankers' 
Acceptances must be rated at least A-1 by[ in the hYa highest E(Hality elasses ey 
Meetly's !ffi·estars Se1viee, Ine. (Pl er P2) er] Standard & Poor's Corporation 
and P-1 by Moody's Investors Service, Inc. [(Al er A2).] 

! Floating rate securities, if they are based on a spread over or under a well 
known index such as LIB OR or a Constant Maturity Treasury index. No 
internally leveraged floating rate securities are permitted (i.e .. a coupon 
equivalent to a formula that creates a multiplier of an index value). The 
following types of floating rate securities are not eligible for investment: 
inverse floaters. non-money market based floaters, interest only or principal 
only floaters, non-dollar based floaters, and range note floaters. 

[ • :Negatiaele eertifieates ef Elepesit m~o~st ee 'Nith a eanle that is asseeiateEI with a 
he!Eiing eempaH)' meeting the eammereial paper rating eriteria speeifieEI aeeye 
er that has a eertifieate ef Elepasit rating ef 1 er better ey D~o~ff& Phelps. 

• BaHI<ers' AeeeptaHees m~o~st ee g~o~araHteed ey aH aeeeptiAg eaHI< Vo'ith a 
minim~o~m eertifieate afElepesit rating af I ey D~o~ff& Phelps.] 

• Repurchase Agreements and Reverse Repurchase Agreements must be 
transacted with a[samestie] dealer that is approved by UTIMCO and selected 
by the Federal Reserve Bank as a ~[p]rimary D[ El]ealer in U. S. Treasury 
securities and rated A-1 or P-1 or the equivalent.[; er a eanle that is asseeiated 
with a helsing eempaA)' meeting the eammereial paper rating eriteria speeifieEI 
aeeve er that has a eertifieate af aepasit rating ef 1 er better ey 
D~o~ff & Phelps.] 
! Each approved counterparty shall execute the Standard Public 

Securities Association (PSA) Master Repurchase Agreement with 
UTIMCO. 

! Eligible Collateral Securities for Repurchase Agreements are limited to 
U. S. Treasury securities and U. S. Government Agency securities with 
a maturity of not more than 10 years. 

! The maturity for a Repurchase Agreement may be from one day to two 
weeks. 

! The value of all collateral shall be maintained at 102% of the notional 
value of the Repurchase Agreement. valued dialy. 

! All collateral shall be delivered to the Account's custodian bank. Tri
party collateral arrangements are not permitted 

! The aggregate amount of repurchase agreements with maturities 
greater than seven calendar days may not exceed I 0% of the Account's 
total assets. 

! Overnight repurchase agreements may not exceed 10% of the 
Account's total assets. 

[• Repttrehase Agreeffieflts shad! Be eelle:temlized te 102% ef their fflMket 
Va:ltle fHB:fketf te ffia.Tket Sfl 8: tlaily I:Ja:sis. 
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• Reverse R~ttreflase AgFeemeR~s aRB their eeiReieleHt re iHves~meR~ will Be 
efl:~ered iRte eft a ma:~ehetl Beale Basis. The re ifl ,.estmeft~ (eftieles far the 
ffiatefletl Beak tfansaeheAs sRa:ll Be ~he saffie CasR Mfi Cash EcJ:ttivadeftt 
iAStruffieflts listed a:Be'le. TRe rttles far tmeliflg R~ttrehase AgreeffieHts H::Afl 
Revefse Repttreha:se AgreemeRts sRall fellevt tRe PttBlie Seettfities 
Asseeia:tieH sfa:Rtla:ffi iA6ttstry terms.] 

• Mortgage Backed Securities (MBS) Dollar Rolls shall be executed as 
matched book transactions in the same manner as Reverse Repurchase 
Agreements above. As above, the rules for trading MBS Dollar Rolls shall 
follow the Public Securities Association standard industry terms. 

[Fileeel IAeeme 
Demestie Fileeel I11eeme 1 
Holdings of eligible[ elemestie 1 fixed income securities shall be limited to those 

securities a) issued by or fully guaranteed by the U. S. Treasury, U. S. 
Government-Sponsored Enterprises, or U. S. Government Agencies, and b) issued 
by corporations and municipalities. Within this overall limitation: 

• Permissible securities for investment include the components of the 
Lehman Brothers Aggregate Bond Index (LBAGG): investment grade 
government and corporate securities, agency mortgage pass-through 
securities, and asset-backed securities. These sectors are divided into more 
specific sub-indices; l) Government: Treasury and Agency; 2) Corporate: 
Industrial, Finance, Utility, and Yankee; 3) Mortgage-backed securities: 
GNMA, FHLMC, and FNMA; and 4) Asset-backed securities. In addition 
to the permissible securities listed above, the following securities shall be 
permissible: a) floating rate securities with periodic coupon changes in 
market rates issued by the same entities that are included in the LBAGG as 
issuers of fixed rate securities; b) medium term notes issued by investment 
grade corporations; c) zero coupon bonds and stripped Treasury and 
Agency securities created from coupon securities; and d) structured notes 
issued by LBAGG qualified entities. 

• U.S. Domestic Bonds must be rated investment grade, Baa3 or better by 
Moody's Investors Services, BBB- by Standard & Poor's Corporation, or 
an equivalent rating by a nationally recognized rating agency at the time of 
acquisition. 

• Not more than 5% of the market value of domestic fixed income securities 
may be invested in corporate and municipal bonds of a single issuer 
provided that such bonds, at the time of purchase, are rated, not less than 
Baa or BBB, or the equivalent, by any two nationally-recognized rating 
services, such as Moody's Investors Service, Standard & Poor's 
Corporation, Fitch Investors Service. 
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[NeR U.S FiJ£eEI lReeme) 
• Not more than 35% of the Account's[Ft!REI's] fixed income portfolio may 

be invested in non-U. S. dollar bonds. Not more than 15% of the 
Account's [FtiREI's) fixed income portfolio may be invested in bonds 
denominated in any one currency. 

• Non-dollar bond investments shall be restricted to bonds rated equivalent 
to the same credit standard as the U.S. Fixed Income Portfolio. 

• Not more than 7.5% of the Account's [ Ft~REI's] fixed income portfolio may 
be invested in Emerging Market debt. 

• International currency exposure may be hedged or unhedged at UTIMCO's 
discretion or delegated by UTIMCO to an external investment manager. 

! Perrnissable securities for investment include Fixed Income Mutual Funds 
as approved by the Chieflnvestment Officer. 

! Perrnissable securities for investment include Fixed Income Variable 
Annuity Contracts as approved by the Chieflnvestment Officer. 

Holdings of eligible fixed income derivative securities shall be limited by the following 
guidelines: 

With prior written approval of the UTIMCO Board. the Account may enter 
into derivatives transactions utilizing exchange traded fixed income futures 
contracts or options on fixed income futures contracts; provided that such 
derivatives transactions are designed to control duration or manage risk. 

Such derivatives transactions shall be established on a case by case basis. 
These contracts shall include but shall not be limited to Ten-Year Treasury 
Futures. Eurodollar Futures. or Treasury Bill Futures. movided that the futures 
exchanges are rated AAA or the equivalent as determined by UTIMCO. 

Such derivatives shall be priced daily. 

Market risk shall be measured in dollar duration equivalent values or in the 
case of options in delta or percentage of equivalent futures contracts. 

For the purpose of this policy Collateralized Mortgage Obligations ("CMO's") 
are considered to be MBS. not derivatives. 

Equities 
L. The Account may purchase equity securities as long as it 

A. holds no more than 25% of its equity securities in any one industry or 
industries (as defined by the standard industrv classification code and 
supplemented by other reliable data sources) at market. 
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B. holds no more than 5% of its equity securities in the securities of one 
corporation at cost unless authorized by the Chieflnvestment Officer. 

These provisions do not apply to an endowment in which the agreement 
prohibits the sale of an equity security. 

II. The Account may purchase Equity Mutual Funds and Equity Variables Annuity 
Contracts as approved by the Chieflnvestment Officer. 

Distributions 
Distributions of income or amounts from the Accounts to the beneficiaries shall be 
made as soon as practicable, either a) based on the terms of the trust instrument; b) 
following the fiscal quarter end for endowments; c) on or after the last day of the 
month for operating Accounts. 

Accounting 
The fiscal year of the Accounts shall begin on September 1st and end on August 31st. 
Trusts will also have a tax year end which may be different than August 31st. Market 
value of the Accounts shall be maintained on an accrual basis in compliance with 
Financial Accounting Standards Board Statements, Government Accounting Standards 
Board Statements, industry guidelines, or federal income tax laws, whichever is 
applicable. Significant asset write-offs or write-downs shall be approved by the chief 
investment officer and reported to the UTIMCO Board. 

Valuation of Assets 
As of the close of business for each month, UTIMCO shall determine the fair market 
value of all assets in the Accounts. Such valuation of assets shall be based on the bank 
trust custody agreement in effect or other external source if not held in the bank 
custody account at the date of valuation. 

Securities Lending 
The Account may participate in a securities lending contract with a bank or nonbank 
security lending agent for either short-term or long-term purposes of realizing 
additional income. Loans of securities by the Accounts shall be collateralized by cash, 
letters of credit or securities issued or guaranteed by the U. S. Government or its 
agencies. The collateral will equal at least 100% of the current market value of the 
loaned securities. The contract shall state acceptable collateral for securities loaned, 
duties of the borrower, delivery ofloaned securities and collateral, acceptable 
investment of collateral and indemnification provisions. The contract may include 
other provisions as appropriate. The securities lending program will be evaluated from 
time to time as deemed necessary by the UTIMCO Board. Monthly reports issued by 
the agent shall be reviewed by UTIMCO to insure compliance with contract 
provisions. 
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Investor Responsibility 
As a shareholder, the Account has the right to a voice in corporate affairs consistent 
with those of any shareholder. These include the right and obligation to vote proxies 
in a manner consistent with the unique role and mission of higher education as well as 
for the economic benefit of the Account. Notwithstanding the above, the UTIMCO 
Board shall discharge its fiduciary duties with respect to the Account solely in the 
interest of the beneficiaries and shall not invest the Account so as to achieve temporal 
benefits for any purpose, including use of its economic power to advance social or 
political purposes. 

Amendment of Policy Statement 
The Board of Regents reserves the right to amend the Investment Policy Statement as 
it deems necessary or advisable. 

Effective Date 
The effective date of this policy" shall be February ll[H], 1992[&]. 
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J. RECESS FOR MEETINGS OF THE STANDING COMMITTEES AND 
COMMITTEE REPORTS TO THE BOARD 

The Standing Committees of the Board of Regents of The University of Texas 
System will meet as set forth below to consider recommendations on those 
matters on the agenda for each Committee listed in the Material Supporting 
the Agenda. At the conclusion of each Standing Committee meeting, the 
report of that Committee will be formally presented to the Board for consid
eration and action. 

Executive Committee: Chairman Evans 
Vice-Chairman Loeffler, Vice-Chairman Clements 
MSA Page Ex. C - 1 

Business Affairs and Audit Committee: Chairman 
Riter, Regent Hicks, Regent Oxford 
MSA Page BAAC - 1 

Academic Affairs Committee: Chairman Lebermann 
Regent Clements, Regent Riter, Regent Smiley 
MSA Page AAC - 1 

Health Affairs Committee: Chairman Loeffler 
Regent Clements, Regent Oxford, Regent Sanchez 
MSA Page HAC - 1 

Facilities Planning and Construction Committee: 
Chairman Clements, Regent Lebermann, Regent Sanchez 
MSA Page FPCC - 1 

K. RECONVENE AS COMMITTEE OF THE WHOLE 
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L. ITEM FOR THE RECORD 

U. T. System: Report Related to the Formula for Component Assessment for 
Support of Information Technology Services.--

REPORT 

At the February 1998 meeting, the U. T. Board of Regents authorized the Executive 
Vice Chancellor for Business Affairs to establish partial cost recovery procedures 
effective for Fiscal Year 1999 for three U. T. System Information Technology Initia
tives [Enterprise Telecommunications Infrastructure, Knowledge Management 
Services, and Distance Education Leading to a Virtual University (UT TeleCam
pus)]. The authorization noted that the procedures to be established may include 
proportional assessments to the U. T. System component institutions. Although 
action taken by the Board in February 1998 delegated the establishment of the 
assessment structure to the Executive Vice Chancellor for Business Affairs, the 
Minutes for that meeting included statements that the institutional share of the 
Enterprise Telecommunications Infrastructure would be prorated on the basis of an 
institution's total expenditures and that the costs for operating the Digital Library 
(formerly known as the Knowledge Management Center) would be recovered 
through assessment based on full-time equivalent (FTE) student enrollment and 
FTE faculty positions (50%) and total budget expenditures (50%). 

Following additional review and consultation with the component institutions, 
Executive Vice Chancellor Burck has approved a modified assessment formula 
recommended by the Vice Chancellor for Telecommunications and Information 
Technology, with assessment determined as follows: 

a. Enterprise Telecommunications Infrastructure: proportional, based on 
instruction and research expenditures 

b. Digital Library Services: proportional, based on instruction and research 
expenditures (50%) and on FTE faculty and students (50%). 

While the Cost Recovery Goals presented to the U. T. Board of Regents are 
unchanged, this report clarifies the assessment structure currently in use. 
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M. REPORT OF BOARD FOR LEASE OF UNIVERSITY LANDS 

REPORT 

The Board for Lease of University Lands met on Wednesday, November 18, 1998, 
in the Regents' Meeting Room on the ninth floor of Ashbel Smith Hall in Austin, 
Texas, for a general business meeting and to award leases for Regular Oil and 
Gas Lease Sale No. 94 and Frontier Oil and Gas Lease Sale No. 94-A. Bids were 
opened at the Center for Energy and Economic Diversification in Midland, Texas, 
on Tuesday, November 17, 1998. 

Following is a report on the results of the Regular Oil and Gas Lease Sale No. 94: 

Total bonuses received in the amount of $577,821.48 for 8,947.586 acres 
(31 tracts) leased; single highest bid was $97,742.30 ($302/acre) for a 
323.65 acre tract in Andrews County; 20,438.172 acres (65 tracts) nominated 
for lease. 

Following is a report on the results of Frontier Oil and Gas Lease Sale No. 94-A: 

No bids received; 11 ,056.800 acres in El Paso County were offered 
for lease. 

Following is a report on the November 18, 1998, general business meeting: 

a. Approved the Minutes of the September 28, 1998, meeting of the 
Board for Lease 

b. Approved lease procedures and terms for Regular Oil and Gas 
Lease Sale No. 95 to be held in May 1999 

c. Approved management of the royalty-in-kind programs as pre
sented by the staff 

d. Staff made a presentation to the Board members in appreciation 
for their leadership and guidance during the members' service on 
the Board for Lease of University Lands. 

The next meeting of the Board for Lease of University Lands and lease awards for 
Regular Oil and Gas Lease Sale No. 95 is scheduled at the Center for Energy and 
Economic Diversification in Midland, Texas, on Wednesday, May 19, 1999. 
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N. OTHER MATTERS 

U. T. Board of Regents: Certificate of Appreciation.--

0. SCHEDULED EVENTS 

1. Board of Regents' Meetings 

Dates Locations/Hosts 

May 12-13, 1999 U. T. Pan American 
August11-12, 1999 U. T. Medical Branch-

Galveston 
November 1 0-11 , 1999 U. T. Southwestern 

Medical Center - Dallas 

2. Official Commencements - 1999 

Maya U. T. Brownsville 
U. T. Permian Basin 
U. T. Tyler 

May 15 U. T. EIPaso 
U. T. Pan American 
U. T. San Antonio 

May 15-16 U. T. Arlington 
May22 U. T. Austin 

U. T. Dallas 
U. T. Medical School -San Antonio 

June 5 U. T. Southwestern Medical School - Dallas and 
U. T. Southwestern G.S.B.S. - Dallas 

U. T. Medical School - Houston 
August 13 U. T. Allied Health Sciences School - Galveston 

3. Other Events 

September 9, 1999 U. T. M.D. Anderson Cancer Center: 
Faculty Honors Convocation 

P. ADJOURNMENT 
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Executive Committee 



Date: 

Time: 

Place: 

EXECUTIVE COMMITTEE 
Committee Chairman Evans 

February 11 , 1999 

Following the Reconvening of the Board of Regents at 9:30 a.m. 

Frank C. Erwin, Jr. Atrium, Eighth Floor, Lyndon Baines Johnson 
Library and Museum, 2313 Red River Street, U. T. Austin 

There are no items to be considered by the Executive Committee for 
this meeting. 

Ex.C -1 
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Business Affairs & Audit Committee 



Date: 

Place: 

1. 

2. 

BUSINESS AFFAIRS AND AUDIT COMMITTEE 
Committee Chairman Riter 

February 11 , 1999 

Following the Meeting of the Executive Committee 

Frank C. Erwin, Jr. Atrium, Eighth Floor, Lyndon Baines Johnson 
Library and Museum, 2313 Red River Street, U. T. Austin 

U. T. System: Recommendation to Approve Chancellor's 
Docket No. 96 

U. T. Board of Regents: Proposed Amendments to the 
Regents' Rules and Regulations, Part One, Chapter I, 
Section 9, Subsection 9.2, Subdivision 9.29 (Delegation of 
Authority to Execute and Deliver Contracts, Agreements, and 
Documents) 

BAAC -1 
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3. 

4. 

5. 

U. T. Board of Regents: Proposed Adoption of the Eighth 
Supplemental Resolution to the Master Resolution Authorizing 
the Issuance of Board of Regents of The University of Texas 
System Revenue Financing System Refunding Bonds, 
Series 2001, in an Aggregate Amount Not to Exceed 
$85,000,000; Appointment of Bankers Trust Company, New 
York, New York, as Paying AgenURegistrar; Appointment of 
Chase Bank of Texas, N.A., Dallas, Texas, as Escrow Agent; 
Appointment of McCall, Parkhurst & Horton L.L.P., Dallas, 
Texas, as Bond Counsel; Appointment of Dain Rauscher 
Incorporated, Dallas, Texas, as Financial Advisor; Authorization 
for Officers of U. T. System to Enter into Master Interest Rate 
Swap Agreements with Goldman Sachs Mitsui Marine 
Derivative Products, L.P., Lehman Brothers Financial Products 
Inc., and Morgan Guaranty Trust Company of New York and to 
Complete All Transactions; and Approval of Use of Revenue 
Financing System Parity Debt, Receipt of Certificate, and 
Finding of Fact with Regard to Financial Capacity 

U. T. Pan American: Request for Approval to Sell the 
Residential Property Located at 1200 South Sugar Road, 
Edinburg, Hidalgo County, Texas, and Authorization to Execute 
All. Documents Related Thereto 

U. T. Pan American: Request for Approval to Purchase Real 
Property Located at 1201 West Schunior Street, Edinburg, 
Hidalgo County, Texas, and Authorization to Execute All 
Documents Related Thereto 

INFORMATIONAL REPORTS 

1. 

2. 

3. 

4. 

U. T. System: Discussion of the December 1998 Monthly 
Financial Report 

U. T. System: Presentation on the 1998 Cost Savings Report 

U. T. System: Annual Presentation of the Reporting Package 
for the Board of Regents 

U. T. System: Progress Report on the Institutional Compliance 
Initiative 
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1. U. T. System: Recommendation to Approve Chancellor's Docket No. 96.--

RECOMMENDATION 

It is recommended that Chancellor's Docket No. 96 be approved. 

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

2. U. T. Board of Regents: Proposed Amendments to the Regents' Rules and 
Regulations, Part One, Chapter I, Section 9, Subsection 9.2, Subdivision 9.29 
(Delegation of Authority to Execute and Deliver Contracts, Agreements, and 
Documents).--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor 
for Health Affairs, the Executive Vice Chancellor for Business Affairs, and the Vice 
Chancellor for Academic Affairs that the Regents' Rules and Regulations, Part One, 
Chapter I, Section 9, Subsection 9.2, Subdivision 9.29, regarding delegation of 
authority to execute and deliver contracts, agreements, and documents, be 
amended as set forth below in congressional style: 

9.2 

9.29 The following [AU] contracts and agreements must be approved by the 
Board via the docket or the agenda, regardless of the contract amount: 
9.291 Contracts and agreements of any kind or nature with a foreign 

government or agency thereof, except affiliation agreements 
prepared on the standard form approved by the Office of 
General Counsel. 
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9.292 [and all s]Contracts and agreements for sponsored research 
with a corporation or other entity organized and operating 
under the laws of a foreign state [must be appr=eved by the 
Board via the dosket or the agenda]. 

BACKGROUND INFORMATION 

The proposed amendments to the Regents' Rules and Regulations, Part One, 
Chapter I, Section 9, Subsection 9.2, Subdivision 9.29, regarding delegation of 
authority to execute and deliver contracts, agreements, and documents, will stream
line the process for approval of standard foreign affiliation agreements by eliminat
ing the need for approval by the Executive Vice Chancellor for Health Affairs or the 
Vice Chancellor for Academic Affairs and subsequent approval by the U. T. Board of 
Regents. The chief administrative officer or his or her designate will have approval 
authority for affiliation agreements prepared on the standard form approved by the 
Office of General Counsel. 
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3. U. T. Board of Regents: Proposed Adoption of the Eighth Supplemental 
Resolution to the Master Resolution Authorizing the Issuance of Board of 
Regents of The University of Texas System Revenue Financing System 
Refunding Bonds. Series 2001. in an Aggregate Amount Not to Exceed 
$85.000.000: Appointment of Bankers Trust Company. New York. New York. 
as Paying Agent/Registrar: Appointment of Chase Bank of Texas. N.A.. 
Dallas. Texas. as Escrow Agent: Appointment of McCall. Parkhurst & Horton 
L.L.P .. Dallas. Texas. as Bond Counsel: Appointment of Dain Rauscher 
Incorporated. Dallas. Texas. as Financial Advisor: Authorization for Officers 
of U. T. System to Enter into Master Interest Rate Swap Agreements with 
Goldman Sachs Mitsui Marine Derivative Products. L.P .. Lehman Brothers 
Financial Products Inc .. and Morgan Guaranty Trust Company of New York 
and to Complete All Transactions: and Approval of Use of Revenue 
Financing System Parity Debt. Receipt of Certificate. and Finding of Fact 
with Regard to Financial Capacity.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs that the U. T. Board of Regents: 

a. Adopt the Eighth Supplemental Resolution to the Master 
Resolution substantially in the form set out on 
Pages BAAC 10 - 255 to authorize the issuance of Board of 
Regents of The University of Texas System Revenue 
Financing System Refunding Bonds, Series 2001, in an 
aggregate principal amount not to exceed $85,000,000 and 
maturing not later than 2013, to be used to refund Revenue 
Financing System Bonds, Series 1991 A and Series 1991 B, 
and to pay the cost of issuance 

b. Appoint Bankers Trust Company, New York, New York, as 
Paying Agent/Registrar 

c. Appoint Chase Bank of Texas, N. A., Dallas, Texas, as 
Escrow Agent 
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d. Appoint McCall, Parkhurst & Horton L.L.P., Dallas, Texas, 
as Bond Counsel 

e. Appoint Dain Rauscher Incorporated, Dallas, Texas, as 
Financial Advisor 

f. Authorize appropriate officers and employees of the U. T. 
System as set forth in the Eighth Supplemental Resolution 
to enter into master interest rate swap agreements with 
Goldman Sachs Mitsui Marine Derivative Products, L.P., 
Lehman Brothers Financial Products Inc., and Morgan 
Guaranty Trust Company of New York and to execute con
firmations under such agreements in connection with the 
issuance of the Series 2001 Bonds as contemplated in the 
Eighth Supplemental Resolution 

g. Authorize appropriate officers and employees of the U. T. 
System as set forth in the related documents to take any 
and all actions necessary to carry out the intentions of the 
U. T. Board of Regents to complete the transactions as 
provided in the Resolution, including the selection of the 
underwriters and remarketing agent for the Series 2001 
Bonds. 

The Chancellor also concurs in the recommendation of the Executive Vice Chan
cellor for Business Affairs, that, in accordance with Section 5 of the Amended and 
Restated Master Resolution Establishing The University of Texas System Revenue 
Financing System (the "Master Resolution"), adopted by the U. T. Board of Regents 
on February 14, 1991, and amended on October 8, 1993, and August 14, 1997, and 
upon delivery of the Certificate of an Authorized Representative as set out on 
Page BAAC - 256, the U. T. Board of Regents resolves that: 

a. Parity Debt shall be issued to refund outstanding revenue 
financing system debt and the financial obligations of the 
Board under the interest rate swap agreements will consti
tute parity debt 
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b. Sufficient funds will be available to meet the financial obli
gations of the U. T. System, including sufficient Pledged 
Revenues as defined in the Master Resolution to satisfy the 
Annual Debt Service Requirements of the Financing Sys
tem, including the obligation to pay the purchase price of 
tendered Bonds and the obligations under the interest rate 
swap agreements, and to meet all financial obligations of the 
U. T. Board of Regents relating to the Financing System 

c. U. T. component institutions, which are "Members" as such 
term is used in the Master Resolution, possess the financial 
capacity to satisfy their direct obligation as defined in the 
Master Resolution relating to the issuance and incurrence 
by the U. T. Board of Regents of Parity Debt. 

BACKGROUND INFORMATION 

The Internal Revenue Code allows outstanding bonds to be advance refunded 
(refunded prior to the bond's call date) once if the original bonds were issued 
after 1986. In 1991, Revenue Financing System Bonds, Series 1991 A and 1991 B, 
were issued to advance refund Series 1986 outstanding bonds, which resulted in a 
lower interest cost. The Series 1991A and 1991 B bonds have interest rates ranging 
from 6.6% to 7% and are callable August 15, 2001. On the call date, new bonds 
can be issued to refund the outstanding debt. With the historically low interest rate 
environment, locking. in today's rates is more desirable than waiting until 2001 and 
bearing the risk that interest rates may be higher. It is understood that rates could 
decline by the Year 2001. However, based on most economic projections and the 
current historically low interest rate environment, the U. T. System Office of Finance 
projects that there is a greater possibility that rates will be equal to or higher by 
Year 2001. 

The ability to lock into a rate now can be achieved through a forward delivery con
tract wherein bonds are sold at today's market rates and delivered in 2001. The 
Board could also lock into today's market rates through a forward floating to fixed 
interest rate swap. In today's market, the forward floating to fixed interest rate swap 
is more cost effective. 
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Procedurally, the Eighth Supplemental Resolution authorizes the staff to enter into 
interest rate swap agreements with Goldman Sachs Mitsui Marine Derivative Prod
ucts L.P., Lehman Brothers Financial Products Inc., and Morgan Guaranty Trust 
Company of New York. A fourth firm, Societe Generale, was also considered, but 
it withdrew after conversations about ratings and collateral. The actual swap pro
vider(s) (also known as the counterparty) will be selected through a competitive bid 
process with the bids to be reviewed by the Office of Finance, Dain Rauscher Incor
porated, the financial advisor, and McCall, Parkhurst & Horton L.L.P., bond counsel. 
Once the counterparty is selected, the forward floating to fixed interest rate swap 
will be. executed by entering into a confirmation with the counterparty, under which 
rates are agreed upon in today's market to be effective ninety days prior to the call 
date. Following the February 1999 Board meeting, any final issues between the 
parties will be negotiated and the agreements will be executed. At about the same 
time, the Bond Review Board will approve the bond issue and a transcript of pro
ceedings will be filed with the Attorney General's Office for their review and 
approval. Following receipt of these approvals, and assuming that market condi
tions are relatively unchanged, the staff will solicit bids from each of the counterpar
ties for a floating to fixed interest rate swap with a notional amount equal to the 
principal amount of the bonds. The bids will be solicited upon the assumption that 
the Series 2001 Bonds will be issued as variable rate instruments. As set forth in 
the Eighth Supplemental Resolution, upon receipt of the bids, the staff will accept 
the lowest rate bid. Upon acceptance of the bid, a confirmation will be executed. 
The confirmation establishes the terms of that particular swap transaction under the 
respective master swap agreements. The effect of the swap transaction will be to 
establish a fixed rate for the Series 2001 Bonds upon delivery in 2001. 

Prior to the call date of August 15, 2001, the Office of Finance will review the then 
current interest rates to determine if it is economically advantageous to leave the 
swap outstanding and issue the Series 2001 Bonds at variable rates or to terminate 
the swap and issue the Series 2001 Bonds with fixed rates. Proceeds from the 
variable rate or the fixed rate Series 2001 Bonds would be used to refund the out
standing Revenue Financing System Bonds, Series 1991 A and 1991 B. 

If tax-exempt interest rates in 2001 are lower than the rate established in the swap 
confirmation, the swap may be terminated by The University of Texas System 
("System") with the payment of a termination fee. This fee is calculated by compar
ing the value of the swap at the Year 2001 level of interest rates with the value of 
the swap using the swap interest rates. The present value of the difference is the 
amount of the termination fee plus the forward premium associated with the swap. If 
the swap was terminated and the System was to pay a termination fee, the System 
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would offset the fee by issuing fixed rate bonds in a lower interest rate environment. 
If tax-exempt interest rates in 2001 are higher than the rate established in the swap 
agreement, the swap may be terminated by the System with receipt of a termination 
fee from the counterparty. The termination fee would reduce the debt service on 
long term bonds that would be issued in the higher interest rate environment. 

If the U. T. System decides to issue variable rate rather than fixed rate Series 2001 
Bonds to refund the Series 1991 A and 1991 B Bonds, the swap will remain out
standing. The Board will pay a fixed rate to the counterparty and receive a floating 
rate based on a percent of either the London Interbank Offer Rate (LIBOR), the 
Bond Market Association Swap index, or the actual bond rate swap. The selection 
of the floating rate will be determined with the execution of the confirmation to the 
swap agreement. 

Three major risks have been considered in the evaluation of the forward floating to 
fixed rate swap. The risks include failure of the counterparty to be able to perform 
its financial obligation, a change in federal law regarding tax-exempt debt which 
would reduce or eliminate the tax advantage of tax-exempt debt, and the risk that 
the rate the System pays to its variable rate Bondholders will not match the variable 
rate received from the counterparty. The risk of failure to make a payment by the 
counterparty is mitigated by a requirement to post collateral if the long-term credit 
rating of the counterparty falls to or below AA- by Standard & Poor's or Aa3 by 
Moody's Investors Service. At the same time, if the System rating falls to these 
levels, it must post collateral. The second risk involves a change in federal law that 
would affect the tax advantage of tax-exempt debt. This is a risk that the System 
assumes with all of its current outstanding short-term debt and therefore must be 
evaluated on an ongoing basis. The third risk involves a mismatch of the variable 
rate that the System receives versus payment by the System of a variable rate to 
the holders of Series 2001 Bonds. This risk can be reduced by selecting a swap 
index that closely matches the System's variable rate debt. 
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EIGHTH SUPPLEMENTAL RESOLUTION TO THE MASTER RESOLUTION 
AUTHORIZING THE ISSUANCE, SALE, AND DELIVERY OF 

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM 
REVENUE FINANCING SYSTEM BONDS, AND APPROVING AND 

AUTHORIZING INSTRUMENTS AND PROCEDURES RELATING THERETO 

WHEREAS, on February 14, 1991, the Board adopted the First Amended and Restated 
Master Resolution Establishing The University of Texas System Revenue Financing System and 
amended such resolution on October 8, 1993, and August 14, 1997 (referred to herein as the "Master 
Resolution"); and 

WHEREAS, unless otherwise defined herein, terms used herein shall have the meaning given 
in the Master Resolution; and 

WHEREAS, the Master Resolution establishes the Revenue Financing System comprised 
of the institutions now or hereafter constituting components of The University of Texas System 
which are designated "Members" of the Financing System by action of the Board and pledges the 
Pledged Revenues attributable to each Member of the Financing System to the payment of Parity 
Debt to be outstanding under the Master Resolution; and 

WHEREAS, the Board, has previously adopted the First through Seventh Supplemental 
Resolutions to the Master Resolution authorizing Parity Debt thereunder; and 

WHEREAS, the Board has determined to authorize the issuance of Parity Debt in the form 
of variable rate demand bonds or long term fixed rate bonds to refund the outstanding Board of 
Regents of The University of Texas System Revenue Financing System Bonds, Series 1991A and 
Series 1991B maturing on August 15, 2002 through August 15, 2013 in the aggregate principal 
amount of $80,530,000 (the "Refunded Obligations"); and 

WHEREAS, the Board hereby determines and deems it necessary to authorize the issuance 
of Parity Debt pursuant to this Eighth Supplement to the Master Resolution for such purpose; and 

WHEREAS, the bonds (the "Bonds") authorized to be issued by this Eighth Supplement are 
to be issued and delivered pursuant to Chapter 55, Texas Education Code, Vernon's Texas Civil 
Statutes Article 717q, and other applicable laws, including Vernon's Texas Civil Statutes Article 
717k insofar as it may be required in connection with the refunding of the Refunded Obligations. 

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

Section 1. DEFINITIONS AND CONSTRUCTION OF TERMS (a) Definitions. In addition 
to the definitions set forth in the preamble of this Eighth Supplement, the terms used in this Eighth 
Supplement and not otherwise defined shall have the meanings given in the Master Resolution or 
in Exhibit "A" to this Eighth Supplement attached hereto and made a part hereof. 
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(b) Construction of Terms. If appropriate in the context of this Eighth Supplement, words 
of the singular number shall be considered to include the plural, words of the plural number shall be 
considered to include the singular, and words of the masculine, feminine, or neuter gender shall be 
considered to include the other genders. 

Section 2. THE BONDS. (a) Amount. Purpose. and Designation. The Board's "BOARD 
OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM REVENUE FINANCING SYSTEM 
REFUNDING BONDS, SERIES 2001", are hereby authorized to be issued and delivered in the 
maximum aggregate principal amount of $85,000,000, FOR THE PURPOSE OF REFUNDING 
$80,530,000 INAGGREGATEPRINCIPALAMOUNTOFTHEBOARDOFREGENTSOFTHE 
UNIVERSITYOFTEXASSYSTEMREVENUEFINANCINGSYSTEMBONDS,SERIES 1991A 
AND SERIES 1991B AND PAYING THE COSTS RELATED THERETO. 

(b) Terms ofBonds. The Bonds shall initially be issued, sold, and delivered hereunder in the 
form of fully registered bonds, without interest coupons, numbered consecutively from R-1 upward, 
payable to the respective initial registered owners thereof, or to the registered assignee or assignees 
of said bonds or any portion or portions thereof (in each case, the "Registered Owner"), in 
Authorized Denominations, maturing not later than August 15, 2013, serially or otherwise on the 
dates, in the years and in the principal amounts, respectively, and dated, all as set forth in the Award 
Certificate of the U.T. System Representative. 

(c) Award Certificate. As authorized by Vernon's Texas Civil Statutes Article 717q, as 
amended, the U.T. System Representative is hereby authorized, appointed, and designated to act on 
behalf of the Board in selling and delivering the Bonds and carrying out the other procedures 
specified in this Eighth Supplement, including determining and fixing the initial Mode, the date of 
the Bonds, any additional or different designation or title by which the Bonds shall be known, the 
price at which the Bonds will be sold, the year or years in which the Bonds will mature, the principal 
amount to mature in each of such years, the aggregate principal amount of the Bonds, the dates, 
price, and terms upon and at which the Bonds shall be subject to redemption prior to maturity at the 
option of the Board, as well as any mandatory sinking fund redemption provisions, and all other 
matters relating to the issuance, sale, delivery and remarketing of the Bonds, and the refunding of 
the Refunded Obligations, all of which shall be specified in a certificate of the U.T. System 
Representative delivered to the Executive Secretary to the Board (the "A ward Certificate"); provided 
that the price to be paid for the Bonds shall not be less than 95% of the aggregate original principal 
amount thereof plus accrued interest thereon, if any, from its date to its delivery. It is further 
provided, however, that, notwithstanding the foregoing provisions, the Bonds shall not be delivered 
unless prior to delivery, the Bonds have been rated by a nationally recognized rating agency for 
municipal securities in one of the four highest rating categories for long term obligations, if the 
Bonds are initially issued in the Fixed Rate Mode, or one of the three highest rating categories of 
short term obligations, if the Bonds are initially issued in the Weekly Mode, as required by Vernon's 
Texas Civil Statutes Article 717q, as amended. The Award Certificate is hereby incorporated in and 
made a part of this Eighth Supplement and shall be filed in the minutes of the Board as a part of this 
Eighth Supplement. 
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(d) Sale of Bonds. It is hereby found and determined to be in the best interests of the 
Financing System for the Bonds to be issued under this Eighth Supplement to be sold through a 
negotiated sale pursuant to the procedures set forth herein. The U. T. System Representative shall 
select the senior managing underwriter for the Bonds and such additional investment banking firms 
as he or she deems appropriate to assure that the Bonds are sold on the most advantageous terms to 
the Financing System. The U.T. System Representative, acting for and on behalf of the Board, is 
authorized to enter into and carry out a Bond Purchase Contract with the Underwriter for the Bonds 
at such price, with and subject to such terms as determined by the U.T. System Representative 
pursuant to Section 2( c) above. 

(e) Payment of the Bonds. Subject to the provisions related to the book-entry only system 
of Section 6 hereof, principal of, and premium, if any, on the Bonds shall be payable to the 
Registered Owners thereof by wire or bank transfer of immediately availabl'e funds upon presentation 
and surrender of the Bonds as the same become due at the Principal Office of the Paying 
Agent/Registrar. Interest on the Bonds shall be paid at the times, places, and in the manner as 
provided in the Form of Bonds. Such interest shall be paid notwithstanding the cancellation of any 
Bonds upon any exchange or registration of transfer thereof subsequent to the Record Date and prior 
to such Interest Payment Date, except that, if and to the extent there shall be a default in the payment 
of the interest due on such Interest Payment Date, such defaulted interest shall be paid to the 
Bondholders in whose names any such Bonds (or any Bond or Bonds issued upon registration of 
transfer or exchange thereof) are registered at the close of business on any Special Record Date 
determined by the Paying Agent/Registrar as provided in the Form of Bond. Payment of principal 
of, premium, if any, and interest on the Bonds and the Purchase Price of the Bonds shall be made 
in such lawful money of the United States of America as, at the respective times of payment, shall 
be legal tender for the payment of public and private debts. 

The Bonds shall initially bear interest from the Issue Date. Thereafter, the Bonds shall bear 
interest from the Interest Payment Date to which interest has been paid or duly provided for, or 
unless no interest has been paid or duly provided for on the Bonds, in which case from the Issue Date 
until paid, in each case at the rates provided for in Section 3 hereof and as provided in the Bonds. 
If, as shown by the records of the Paying Agent/Registrar, interest on the Bonds is in default, Bonds 
issued in exchange for Bonds surrendered for registration of transfer or exchange shall note such 
default and shall bear interest from the date to which interest has been paid in full on the Bonds, or, 
if no interest has been paid on the Bonds, from the Issue Date. Each Bond shall bear interest on 
overdue principal and, to the extent permitted by law, on overdue interest at the interest rate in effect 
on the date which such principal and interest became due and payable. 

With respect to Bonds in the Weekly Mode, on the Business Day before each Interest 
Payment Date and for Bonds in the Fixed Rate Mode, on the last day of the calendar month prior to 
each Interest Payment Date, the Paying Agent/Registrar shall calculate the amount of interest to be 
paid on the next succeeding Interest Payment Date and shall, not later than 2:00p.m., New York City 
time, on such date the calculation is made, notify the Board and, while the Bonds are in a Weekly 
Mode, the Remarketing Agent of the amount of interest to be paid. Any contest by the Board of the 
amount calculated by the Paying Agent/Registrar to be due on an Interest Payment Date shall not 
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relieve the Board of its obligation to pay such amount to enable the Paying AgentJRegistrar to pay 
the interest payable on the Bonds on such Interest Payment Date. 

(f) In General. The Bonds (i) may and shall be redeemed prior to the respective scheduled 
maturity dates, (ii) may be assigned and transferred, (iii) may be exchanged for other Bonds, (iv) 
shall have the characteristics, and (v) shall be signed and sealed, and the principal of and interest on 
the Bonds shall be payable, all as provided, and in the manner required or indicated, in the Form of 
Bonds set forth in Exhibit B to this Eighth Supplement and as determined by the U.T. System 
Representative as provided herein, with such changes and additions as are required to be consistent 
with the terms and provisions shown in the Award Certificate relating to the Bonds. 

(g) Form of Bonds. The form of the Bonds, including the form of Paying AgentJRegistrar's 
Authentication Certificate, the form of Assignment and the form of Registration Certificate ofthe 
Comptroller of Public Accounts of the State of Texas, if needed with respect to the Bonds initially 
issued and delivered pursuant to this Eighth Supplement, shall be, respectively, substantially as set 
forth in Exhibit B, with such appropriate variations, omissions, or insertions as are permitted or 
required by this Eighth Supplement and the Award Certificate. 

Section 3. INTEREST; TENDERS AND REMARKETING; AND CONVERSION. (a) 
Interest. The interest rate on the Bonds, as provided in the Bonds, will be the lesser of (i) the 
Maximum Rate or (ii) the rate determined as provided in this Section 3. In no event shall the Interest 
Rate exceed the Maximum Rate. Initially, the Bonds shall bear interest determined by the 
Remarketing Agent if the Bonds are initially issued in the Weekly Mode and by the U.T. System 
Representative if the Bonds are initially issued in the Fixed Rate Mode in accordance with the Award 
Certificate. Interest on the Bonds in a Weekly Mode shall be payable on the applicable Interest 
Payment Date as herein described, computed on the basis of a 365 or 366-day year, as applicable for 
the number of days actually elapsed based upon the calendar year in which the Rate Period for that 
Bond commences. The interest on the Bonds in a Fixed Rate Mode shall be payable on the 
applicable Interest Payment Date as herein described, computed on the basis of a 360-day year of 
twelve 30-day months. The amount of interest due on any Interest Payment Date shall be the amount 
of unpaid interest accrued on the Bonds through the day preceding such Interest Payment Date and 
if any payment, redemption or maturity date is not a Business Day, then the payment may be made 
on the next succeeding Business Day with the same force and effect as if made on the specified 
payment date and no interest shall accrue for the period after the specified payment date. Any 
Bondowner may ascertain the applicable interest rate and Rate Period at any time by contacting the 
Paying AgentJRegistrar or the Remarketing Agent. Each determination and redetermination of the 
applicable interest rate and Rate Period shall be conclusive and binding on the Paying 
AgentJRegistrar, the Board, and the Bondowners. 

(A) Weekly Mode. 

( 1) Determination of Weekly Rates. The Weekly Rate shall be the rate of interest 
determined by the Remarketing Agent for each Interest Rate Period, to be the lowest rate 
which in its judgment, on the basis of prevailing financial market conditions, would permit 
the sale of the Bonds in the Weekly Mode at par plus accrued interest on and as of the 
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---- ----

Effective Date, as defined below, but not in excess of the Maximum Rate. The Remarketing 
Agent shall determine the initial Weekly Rate on or before the Issue Date if the Bonds are 
initially issued in the Weekly Mode. Thereafter, the Remarketing Agent shall redetermine 
the Weekly Rate for each subsequent Interest Rate Period. The Weekly Rate in effect for 
each Interest Rate Period shall be determined not later than the Effective Date which shall 
be a Wednesday. The Remarketing Agent shall notify the Paying Agent/Registrar and the 
Board of the Weekly Rate by Electronic Notice not later than 10:00 a.m., New York City 
time, on the Effective Date. Each determination and redetermination of the Weekly Rate 
shall be conclusive and binding on the Board, the Paying Agent/Registrar, and the 
Bondowners. If for any reason the Remarketing Agent fails to determine the Weekly Rate 
or if for any reason such manner of determination shall be determined to be invalid or 
unenforceable, the Weekly Rate to take effect on the Effective Date shall be the Weekly 
Rate in effect on the day preceding such date. 

(2) Conversion from the Weekly Mode. The Bonds in the Weekly Mode may be 
converted to the Fixed Rate on any Interest Payment Date as provided in the Form of Bonds 
and upon the delivery of a certificate of the U.T. System Representative electing such 
conversion (the "Conversion Certificate") to the Paying Agent/Registrar, the Remarketing 
Agent, and the Board. In addition to electing the conversion, the Conversion Certificate 
shall include a certification to the effect that the Board in not in default of any of the 
provisions of this Eighth Supplement. The Conversion Certificate shall be given by the 
Board to the Paying Agent/Registrar, the Remarketing Agent, and the Rating Agencies not 
fewer than 30 days prior to the proposed Conversion Date, which date shall be specified in 
the Conversion Certificate. Notice of a conversion of Bonds from the Weekly Mode and 
the mandatory tender of Bonds for purchase on such Conversion Date shall be given to the 
owners of such Bonds as provided in Section 3(a)(A)( 4) hereof and the Form of the Bonds. 
Conversions to the Fixed Rate Mode shall also be governed by Section 3(a)(B) hereof. 

Notwithstanding the foregoing, if the preconditions to conversion to the Fixed Rate 
Mode established by the preceding paragraph and Section 3(c) are not met by 10:30 a.m., 
New York City time, on the Conversion Date, the Paying Agent/Registrar shall deem the 
proposed conversion to have failed and shall immediately notify the Board and the 
Remarketing Agent, and the Bonds to have been converted shall be subject to mandatory 
tender as provided in Section 3(a)(A)( 4) hereof. In such event, the Board shall comply with 
the requirements of Section S(c)(A), as necessary to provide for the payment of the Purchase 
Price on such date. In no event shall the failure of Bonds to be converted for any reason be 
deemed to be, in and of itself, a default under this Eighth Supplement, so long as the 
Purchase Price of all Bonds required to be purchased is made available as provided above. 

(3) Bondowners' Option to Tender Bonds in Weekly Mode. Bonds in the Weekly 
Mode are subject to tender, at the election of the owner thereof, on the dates, for the prices, 
in the manner and subject to the limitations described in the Form of Bonds. The owners 
of Tendered Bonds shall receive on the Delivery Date I 00% of the principal amount of the 
Tendered Bonds plus accrued interest to the Purchase Date, provided that if the Purchase 
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Date is an Interest Payment Date, accrued interest shall be paid separately, and not as part 
of the Purchase Price on such date. The purchase of Tendered Bonds shall not extinguish 
the debt represented by such Bonds which shall remain Outstanding and unpaid under this 
Eighth Supplement. 

The Paying Agent/Registrar shall accept all Tendered Bonds properly delivered to it 
for purchase as provided in the Form of Bonds and in this subsection (3). 

As soon as practicable after receiving notice of a tender of Bonds under this Section, 
the Paying Agent/Registrar shall notify the Remarketing Agent, the Board and the Paying 
Agent/Registrar by telephone promptly confirmed in writing of the amount of Tendered 
Bonds and the specified Purchase Date. Bonds not delivered to the Paying Agent shall 
constitute Undelivered Bonds and shall not be considered Outstanding under the Eighth 
Supplement on the Purchase Date. 

( 4) Mandatorv Tender ofWeekly Bonds upon Change in Mode. In the event that 
Bonds in the Weekly Mode are converted to the Fixed Rate Mode, such Bonds are subject 
to mandatory tender for purchase on the date of conversion or proposed conversion upon 
not less than 30 days' prior written notice from the Paying Agent/Registrar to the 
Bondowners as provided in the Form of Bonds, which notice shall state that the Bonds are 
subject to mandatory tender for purchase; provided that if such Purchase Date is an Interest 
Payment Date, accrued interest shall be paid separately and not as a part of the Purchase 
Price on such date. From and after the Effective Date of the new Mode, no further interest 
shall be payable to the registered owner for the preceding Interest Rate Period, provided that 
there are sufficient funds available on the Effective Date to pay the Purchase Price. Bonds 
not delivered to the Paying Agent/Registrar shall constitute Undelivered Bonds and shall 
not be considered Outstanding on the Purchase Date. 

(B) Fixed Rate Mode. 

Determination of Fixed Rate and Conversion to Fixed Rate Mode. The Bonds may 
be initially issued bearing interest at a Fixed Rate as set forth in the Award Certificate. If 
initially issued in a Weekly Rate Mode, the interest rate on all of the Bonds may be 
converted by the Board to the Fixed Rate as provided in the Form of Bonds and Section 
3(a) hereof. Written notice of conversion to the Fixed Rate Mode shall be given by the U.T. 
System representative to the Board, the Paying Agent/Registrar, the Remarketing Agent, and 
the Rating Agencies not fewer than 30 days prior to the proposed Conversion Date. Upon 
receipt of the Conversion Certificate giving notice of conversion to the Fixed Rate Mode, 
the Remarketing Agent shall determine the Fixed Rate not later than noon, New York City 
time, one (I) Business Day before the Conversion Date. The Fixed Rate shall be the lowest 
rate which in the judgment of the Remarketing Agent, on the basis of prevailing financial 
market conditions, would permit the sale of the Bonds being so converted at par plus 
accrued interest on the Effective Date, but not in excess of the Maximum Rate. The Fixed 
Rate will be in effect until the Final Maturity Date and no conversions to another Mode may 
be effected. 
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On the date of determination thereof, the Remarketing Agent shall notify the Board 
and the Paying Agent/Registrar by Electronic Notice of the Fixed Rate. The Paying 
Agent/Registrar shall promptly notify the Board in writing of the Fixed Rate. The 
determination of the Fixed Rate shall be conclusive and binding on the Board, the Paying 
Agent/Registrar, the Paying Agent, and the Bondowners. The first Interest Payment Date 
of Bonds converted to the Fixed Rate shall be the next February 15 or Augustl5 after the 
Conversion Date. The Fixed Rate shall become effective on the Conversion Date and shall 
remain in effect for the remaining term of the Bonds so converted. 

Notwithstanding the foregoing, if the preconditions to conversion to the Fixed Rate 
Mode established by this subsection and Section 3(a) are not met by 10:30 a.m., New York 
City time, on the Conversion Date, the Paying Agent shall immediately notify the Paying 
Agent/Registrar by telephone promptly confirmed in writing. Upon such notice, the Paying 
Agent/Registrar shall deem the proposed conversion to have failed and shall proceed as such 
under Section 3(a)(A)(2) hereof. 

(b) Notice to Registered Owners of Change in Mode. When a change from the Weekly 
Mode to the Fixed Rate Mode is to be made, the Paying Agent/Registrar will notify the registered 
owners of Bonds at least 15 days before the Conversion Date of the change. The notice will state 

(I) that the Mode will be changed to the Fixed Rate Mode, 

(2) the Effective Date of the new rate, and 

(3) that a mandatory tender will result on the Effective Date of the change as 
provided in the Eighth Supplement. 

(c) Change In Interest Rate Mode - Opinion of Counsel: Board Veto Right. No 
conversion to the Fixed Rate Mode shall be effective unless on or prior to the Conversion Date the 
Board shall provide the Paying Agent/Registrar with a Favorable Opinion. 

Section4. CREATION AND USE OF BOND PURCHASE FUND. There is hereby created 
by the Board and established a "Board of Regents of The University of Texas System Revenue 
Financing System Refunding Bonds, Series 2001 Bond Purchase Fund" (the "Bond Purchase Fund") 
with respect to the Bonds to be held as a separate escrow fund, in trust and administered and 
distributed by the Paying Agent/Registrar as provided in this Section. All moneys deposited in the 
Bond Purchase Fund shall be used solely for the purposes set forth herein. 

The Paying Agent/Registrar shall deposit into the Bond Purchase Fund (i) all Remarketing 
Proceeds received by the Paying Agent/Registrar from the Remarketing Agent and (ii) funds paid 
by the Board pursuant to Section 9. The Paying Agent/Registrar shall apply moneys on deposit in 
the Bond Purchase Fund to pay the Purchase Price of Bonds purchased hereunder; provided, 
however, that any amounts received by the Paying Agent/Registrar from the Remarketing Agent that 
are not needed to pay the Purchase Price of Bonds because such Bonds have been called for 
redemption shall be returned to the Remarketing Agent. 
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Section 5. REDEMPTION OF AND REMARKETING OF BONDS. (a) Redemption of 
Bonds. Subject to the notice provisions set forth below and in the Form of Bonds, the Bonds shall 
be subject to optional redemption by the Board prior to maturity as follows: 

(A) During the Weekly Mode, the Bonds shall be subject to redemption prior to 
maturity at the option of the Board and upon written notice to the Paying Agent/Registrar 
by the Board at least 15 days prior to the redemption date, which notice shall specify the 
principal amount of Bonds to be redeemed and the redemption date, in whole on any 
Business Day or in part (and if in part in an Authorized Denomination) on any Interest 
Payment Date, at a redemption price equal to the principal amount of the Bonds to be 
redeemed plus accrued interest thereon to the redemption date. 

(B) During the Fixed Rate Mode, the Bonds shall be subject to redemption prior 
to maturity at the option of the Board and upon written notice to the Paying Agent/Registrar 
by the Board at least 45 days prior to the redemption date, which notice shall specify the 
principal amount of Bonds to be redeemed and the redemption date, in whole or in part on 
any Business Day (and if in part in an Authorized Denomination) after the Commencement 
of Redemption Period described below, at the redemption price equal to the principal 
amount of the Bonds to be redeemed plus accrued interest thereon to the date: 

LENGTH OF 
TIME FROM 

CONVERSION DATE 
TO MATURITY DATE 

greater than or equal to 10 
years 

less than 1 0 years 

COMMENCEMENT OF 
REDEMPTION PERIOD 

1 0 years from the 
commencement of Interest 
Rate Period 

No call 

REDEMPTION PRICES 

100% 

N/A 

Notwithstanding the foregoing, if the Bonds initially bear interest at a Fixed Rate, the 
redemption schedule shall be as set forth in the Award Certificate. In connection with a Conversion, 
the Remarketing Agent, upon the request of the Board and in order to achieve the lowest interest rate 
which, in the judgment of the Remarketing Agent, on the basis of current financial market conditions 
as to interest rates and redemption periods, would permit the sale of the Bonds so converted at par 
plus accrued interest, may deliver to the Board and the Paying Agent/Registrar an alternative 
redemption schedule to that shown above, provided that the Board delivers the Remarketing Agent 
and the Paying Agent/Registrar a Favorable Opinion with respect to such alternative schedule of 
redemption. Prior to such Conversion, the Paying Agent/Registrar shall insert the appropriate 
optional redemption as described above in the Form ofBonds. After the Conversion Date succeeding 
the delivery of such alternative schedule and Favorable Opinion, the Bonds shall be subject to 
redemption in accordance with the provisions of such alternative schedule. 
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(b) Notices of Redemption. (i) In addition to the Notice of Redemption set forth in the 
Form of Bonds, the Board shall give notice of redemption to the Paying Agent/Registrar at least 
fifteen (15) days prior to a redemption date in the case of a redemption ofBonds in the Weekly Mode 
and at lease forty five (45) days prior to a redemption date in the case of a redemption of Bonds in 
the Fixed Rate Mode and the Paying Agent/Registrar shall give notice of redemption of Bonds by 
mail, first-class postage prepaid at least ten (I 0) days prior to a redemption date in the case of a 
redemption of Bonds in the Weekly Mode and at least thirty (30) days prior to a redemption date in 
the case of a redemption of Bonds in the Fixed Rate Mode to each registered securities depository 
and to any national information service that disseminates such notices. In addition, in the event of 
a redemption caused by an advance refunding of the Bonds, the Paying Agent/Registrar shall send 
a second notice of redemption to the persons specified in the immediately preceding sentence at least 
thirty (30) days but not more than ninety (90) days prior to the actual redemption date. Any notice 
sent to the registered securities depositories or such national information services shall be sent so 
that they are received at least two (2) days prior to the general mailing or publication date of such 
notice. The Paying Agent/Registrar shall also send a notice of prepayment or redemption to the 
registered owner of any Bond who has not sent the Bonds in for redemption sixty ( 60) days after the 
redemption date. 

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

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

(c) Remarketing of Bonds. (A) Upon the tender of Bonds in accordance with Section 
3(a)(A)(3) hereof, the Remarketing Agent shall, subject to the terms of the Remarketing Agreement, 
offer for sale and use its best efforts to sell such Bonds (or portions thereof) on any Purchase Date 
for such Bonds at the Purchase Price of I 00% of the principal amount thereof, plus accrued interest, 
pursuant to the provisions hereof and of the Remarketing Agreement. If the Bonds are not 
remarketed, the Board shall provide immediately available funds to purchase the Bonds, by I :30 p.m. 
New York City time on the Purchase Date, and such Bonds shall constitute Board-Held Bonds. Such 
purchase of Bonds with moneys provided by the Board shall not extinguish the debt represented by 
such Bonds, which shall remain Outstanding and unpaid under this Eighth Supplement. Thereafter, 
the Remarketing Agent shall continue to use its best efforts to remarket the Bonds unless otherwise 
directed by the Board. If the Purchase Price of any Bond has been provided by the Board, the 
Remarketing Agent will solicit the purchase of such Board-Held Bond for a period of up to ninety 
(90) days. In the event that any such Board-Held Bond has not been remarketed at the end of such 
ninety-day period, the Remarketing Agent will further attempt to solicit the purchase of such 
Board-Held Bond upon request of the Board. 
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(B) The Remarketing Agent shall not remarket any Bonds pursuant to this Section if the 
Board is in default of any of the provisions of this Eighth Supplement. 

(C) The Remarketing Agent shall give notice to the Paying Agent/Registrar and the Board 
by Electronic Notice, specifying the principal amount of Tendered Bonds as to which the 
Remarketing Agent has found purchasers, the amounts the Remarketing Agent has received for the 
purchase of Tendered Bonds, and any deficiency in amounts available to pay the Purchase Price of 
Tendered Bonds at or before (i) I :00 p.m., New York City time, on each Purchase Date for Tendered 
Bonds that are to be in the Weekly Mode immediately after the Purchase Date, or (ii) 2:00p.m., New 
York City time, on the second Business Day immediately preceding each Purchase Date for tendered 
Bonds that are to be in the Fixed Rate Mode immediately after the Purchase Date. The Remarketing 
Agent shall give Electronic Notice or written notice to the Paying Agent/Registrar of the names, 
addresses and taxpayer identification numbers of the purchasers and the number and denominations 
of Bonds to be delivered to each purchaser, at or before 2:00 p.m., New York City time, on each 
Purchase Date 

(D) The Remarketing Agent shall deliver to the Paying Agent/Registrar all amounts 
received by the Remarketing Agent as proceeds of the remarketing of such Bonds at or before (i) 
2:00p.m., New York City time, on the Purchase Date for Tendered Bonds that are to be in the 
Weekly Mode immediately after the Purchase Date, or (ii) 2:00p.m., New York City time, on the 
Purchase Date for Tendered Bonds that are to be in the Fixed Rate Mode immediately after the 
Purchase Date. 

(E) Pavment ofPurchase Price to Owners: Delivery ofBonds. Any purchase ofTendered 
Bonds shall be made by payment of the Purchase Price by wire or bank transfer in immediately 
available funds by the Paying Agent/Registrar upon receipt of remarketing proceeds at the time 
specified in Section S(b)(D) above. The Purchase Price shall be paid in the manner specified in the 
Form of Bond. By 4:00p.m., New York City time, Bonds remarketed under this section shall be 
made available by the Paying Agent/Registrar to the purchasers thereof and shall be registered in the 
manner directed by the recipient thereof, provided that such Bonds shall not be delivered unless and 
until the Paying Agent has received the Purchase Price therefor. 

(F) Remarketing of Bonds Between Notice and Redemption or Conversion Date. No 
Bonds scheduled to be redeemed or converted may be remarketed after receipt by the Remarketing 
Agent of notice of redemption or conversion of such Bonds from the Board unless the Remarketing 
Agent, on or before the Purchase Date, gives notice to the purchaser that the Bonds will be redeemed 
or converted, and such purchaser will be required to surrender its Bonds for payment on the 
applicable redemption date or to tender its Bonds for mandatory purchase on the applicable 
Conversion Date, as the case may be. 

(G) During Book-Entrv System. Notwithstanding anything herein to the contrary, so long 
as the Bonds are held under the book-entry system in accordance with Section 6 hereof, Bonds will 
not be delivered as set forth in Section S(E) above; rather, transfers of beneficial ownership of the 
Bonds to the person indicated above will be effected on the books ofDTC pursuant to its rules and 
procedures. 
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Section 6. REGISTRATION, TRANSFER, AND EXCHANGE; AUTHENTICATION; 
BOOK-ENTRY-ONLYSYSTEM; AND TENDER AGENT. (a) Paying Agent/Registrar. Bankers 
Trust Company, in New York, New York, is hereby appointed the Paying Agent/Registrar for the 
Bonds. The U.T. System Representative is authorized to enter into and carry out a Paying 
Agent/Registrar Agreement with the Paying Agent/Registrar with respect to the Bonds. 

(b) Registration Books. The Board shall keep books or records for the registration of the 
transfer, exchange, and replacement of the Bonds (the "Registration Books"), and the Board hereby 
designates the Paying Agent/Registrar as the initial registrar and transfer agent to keep such books 
or records and make such registrations of transfers, exchanges, and replacements under such 
reasonable regulations as the Board may prescribe; and the Paying Agent/Registrar shall make such 
registrations, transfers, exchanges, and replacements as herein provided. The Paying Agent/Registrar 
shall obtain and record in the Registration Books the address of the registered owner of each Bond 
to which payments with respect to the Bonds shall be mailed, as herein provided; but it shall be the 
duty of each registered owner to notify the Paying Agent/Registrar in writing of the address to which 
payments shall be mailed, and such interest payments shall not be mailed unless such notice has been 
given. The Board, if not the Paying Agent/Registrar, shall have the right to inspect the Registration 
Books during regular business hours of the Paying Agent/Registrar, but otherwise the Paying 
Agent/Registrar shl\].1 keep the Registration Books confidential and, unless otherwise required by 
law, shall not permit their inspection by any other entity. 

(c) Ownership of Bonds. The entity in whose name any Bond shall be registered in the 
Registration Books at any time shall be deemed and treated as the absolute owner thereof for all 
purposes of this Eighth Supplement, whether or not such Bond shall be overdue, and, to the extent 
permitted by law, the Board and the Paying Agent/Registrar shall not be affected by any notice to 
the contrary; and payment of, or on account of, the principal of, premium, if any, interest on, and 
Purchase Price of any such Bond shall be made only to such registered owner. All such payments 
shall be valid and effectual to satisfY and discharge the liability upon such Bond to the extent of the 
sum or sums so paid. 

(d) Pavment of Bonds and Interest. The Board hereby further appoints the Paying 
Agent/Registrar to act as the paying agent for paying the principal of and interest on the Bonds, all 
as provided in this Eighth Supplement. The Paying Agent/Registrar shall keep proper records of all 
payments made by the Board and the Paying Agent/Registrar with respect to the Bonds. 

(e) Authentication. The Bonds initially issued and delivered pursuant to this Eighth 
Supplement shall be authenticated by the Paying Agent by execution of the Paying Agent's 
Authentication Certificate unless they have been approved by the Attorney General of the State of 
Texas and registered by the Comptroller of Public Accounts of the State of Texas, and on each 
substitute Bond issued in exchange for any Bond or Bonds issued under this Eighth Supplement the 
Paying Agent/Registrar shall execute the PAYING AGENT/REGISTRAR'S AUTHENTICATION 
CERTIFICATE. The Authentication Certificate shall be in the form set forth in the Form ofBonds. 
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(f) Transfer. Exchange, or Replacement. Each Bond issued and delivered pursuant to this 
Eighth Supplement, to the extent of the unpaid or unredeemed principal amount thereof, may, upon 
surrender of such Bond at the corporate trust office of the Paying Agent/Registrar, together with a 
written request therefor duly executed by the registered owner or the assignee or assignees thereof, 
or its or their duly authorized attorneys or representatives, with guarantee of signatures satisfactory 
to the Paying Agent/Registrar, may, at the option of the registered owner or such assignee or 
assignees, as appropriate, be exchanged for fully registered bonds, without interest coupons, in the 
appropriate form prescribed in the Form of Bonds set forth in this Eighth Supplement, in the 
denomination of any Authorized Denominations (subject to the requirement hereinafter stated that 
each substitute Bond shall be of the same series and have a single stated maturity date), as requested 
in writing by such registered owner or such assignee or assignees, in an aggregate principal amount 
equal to the unpaid or unredeemed principal amount of any Bond or Bonds so surrendered, _and 
payable to the appropriate registered owner, assignee, or assignees, as the case may be. If a portion 
of any Bond shall be redeemed prior to its scheduled maturity as provided herein, a substitute Bond 
or Bonds having the same series designation and maturity date, bearing interest at the same rate, and 
payable in the same manner, in Authorized Denominations at the request of the registered owner, 
and in aggregate principal amount or equal to the unredeemed portion thereof, will be issued to the 
registered owner upon surrender thereof for cancellation. If any Bond or portion thereof is assigned 
and transferred, each Bond issued in exchange therefor shall have the same series designation and 
maturity date and bear interest at the same rate and payable in the same manner as the Bond for 
which it is being exchanged. Each substitute Bond shall bear a letter and/or number to distinguish 
it from each other Bond. The Paying Agent/Registrar shall exchange or replace Bonds as provided 
herein, and each fully registered bond delivered in exchange for or replacement of any Bond or 
portion thereof as permitted or required by any provision of this Eighth Supplement shall constitute 
one of the Bonds for all purposes of this Eighth Supplement, and may again be exchanged or 
replaced. On each substitute Bond issued in exchange for or replacement of any Bond or Bonds 
issued under this Eighth Supplement there shall be printed an Authentication Certificate, in the form 
set forth in Exhibit B to this Eighth Supplement. An authorized representative of the Paying Agent 
shall, before the delivery of any such Bond, date and manually sign the Authentication Certificate, 
and, except as provided in (e) above, no such Bond shall be deemed to be issued or outstanding 
unless such Certificate is so executed. The Paying Agent/Registrar promptly shall cancel all Bonds 
surrendered for transfer, exchange, or replacement. No additional orders or resolutions need be 
passed or adopted by the Board or any other body or person so as to accomplish the foregoing 
transfer, exchange, or replacement of any Bond or portion thereof, and the Paying Agent/Registrar 
shall provide for the printing, execution, and delivery of the substitute Bonds in the manner 
prescribed herein, and said Bonds shall be in typed or printed form as determined by the U. T. System 
Representative. Pursuant to Vernon's Texas Civil Statutes Article 717k-6, and particularly Section 
6 thereof, the duty of transfer, exchange, or replacement of Bonds as aforesaid is hereby imposed 
upon the Paying Agent/Registrar, and, upon the execution of the above Paying Agent/Registrar's 
Authentication Certificate, the exchanged or replaced Bond shall be valid, incontestable, and 
enforceable in the same manner and with the same effect as the Bonds which were originally issued 
pursuant to this Eighth Supplement. The Board shall pay the Paying Agent/Registrar's standard or 
customary fees and charges, if any, for transferring, and exchanging any Bond or any portion 
thereof, but the one requesting any such transfer and exchange shall pay any taxes or governmental 
charges required to be paid with respect thereto as a condition precedent to the exercise of such 
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privilege. The Paying Agent/Registrar shall not be required to make any such transfer, exchange, 
or replacement of Bonds or any portion thereof after it is selected for redemption prior to maturity. 
To the extent possible, any new Bond issued in an exchange, replacement, or transfer of a Bond will 
be delivered to the registered owner or assignee of the registered owner not more than three business 
days after the receipt of the Bonds to be cancelled and the written request as described above. 

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

(h) Book-Entzy-Only System. The Bonds issued in exchange for the Bonds initially issued 
shall be issued in the form of a separate single fully registered Bond for each of the maturities thereof 
registered in the name of Cede & Co., as nominee of The Depository Trust Board, New York, New 
York ("DTC"), and except as provided in subsection (i) hereof, all of the Outstanding Bonds shall 
be registered in the name of Cede & Co., as nominee ofDTC. 

With respect to Bonds registered in the name of Cede & Co., as nominee ofDTC, the Board 
and the Paying Agent/Registrar shall have no responsibility or obligation to any DTC Participant or 
to any person on behalf of whom such a DTC Participant holds an interest on the Bonds. Without 
limiting the immediately preceding sentence, the Board and the Paying Agent/Registrar shall have 
no responsibility or obligation with respect to (i) the accuracy of the records of DTC, Cede & Co. 
or any DTC Participant with respect to any ownership interest in the Bonds, (ii) the delivery to any 
DTC Participant or any other person, other than a Bondholder, as shown on the Registration Books, 
of any notice with respect to the Bonds, including any notice of redemption, tender, or conversion, 
or (iii) the payment to any DTC Participant or any other person, other than a Bondholder, as shown 
in the Registration Books of any amount with respect to principal of, premium, if any, interest on, 
or Purchase Price of the Bonds. Notwithstanding any other provision of this Eighth Supplement to 
the contrary but to the extent permitted by law, the Board and the Paying Agent/Registrar shall be 
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entitled to treat and consider the person in whose name each Bond is registered in the Registration 
Books as the absolute owner of such Bond for the pwpose of payment of principal, premium. if any, 
interest, and Purchase Price with respect to such Bond, for the pwpose of giving notices of 
redemption, tender, or conversion, and other matters with respect to such Bond, for the pwpose of 
registering transfers with respect to such Bond, and for ali other pwposes whatsoever. The Paying 
Agent/Registrar shall pay all principal of, premium, if any, interest, and Purchase Price on the Bonds 
only to or upon the order of the respective owners, as shown in the Registration Books as provided 
in this Eighth Supplement, or their respective attorneys duly authorized in writing, and all such 
payments shall be valid and effective to fully satisfy and discharge the Board's obligations with 
respect to payment of principal of, premium, if any, and interest on and Purchase Price of the Bonds 
to the extent of the sum or sums so paid. No person other than an owner, as shown in the 
Registration Books, shall receive a Bond certificate evidencing the obligation of the Board to make 
payments of principal of, premium, if any, interest on, and Purchase Price of the Bonds pursuant to 
this Eighth Supplement. Upon delivery by DTC to the Paying Agent/Registrar of written notice to 
the effect that DTC has determined to substitute anew nominee in place of Cede & Co., and subject 
to the pmvisions in this Eighth Supplement with respect to interest checks being mailed to the 
registered owner at the close of business on the Record Date, the word "Cede & Co." in this Eighth 
Supplement shall refer to such new nominee of DTC. 

(i) Successor Securities Depository: Transfers Outside Book-Entrv-Only System. In the 
event that the Board determines to discontinue the use of the Book-Entry-Only System through DTC 
or DTC determines to discontinue providing its services with respect to the Bonds, the Board shall 
(i) appoint a successor securities depository, qualified to act as such under Section 17(a) of the 
Securities and Exchange Act of 1934, as amended, notify DTC and DTC Participants of the 
appointment of such successor securities depository and transfer one or more separate Bonds to such 
successor securities depository or (ii) notify DTC and DTC Participants of the availability through 
DTC of Bonds and transfer one or more separate Bonds to DTC Participants having Bonds credited 
to their DTC accounts. In such event, the Bonds shall no longer be restricted to being registered in 
the Registration Books in the name of Cede & Co., as nominee ofDTC, but may be registered in the 
name of the successor securities depository, or its nominee, or in whatever name or names 
Bondholders transferring or exchanging such Bonds shall designate, in accordance with the 
provisions of this Eighth Supplement. 

(j) Pavrnents to Cede & Co. Notwithstanding any other provision of this Eighth Supplement 
to the contrary, so long as any Bond is registered in the name of Cede & Co., as nominee ofDTC, 
all payments with respect to principal of, premium, if any, interest on, and Purchase Price of such 
Bond and all notices with respect to such Bond shall be made and given, respectively, in the manner 
provided in the representation letter of the Board to DTC. 

(k) Duties as Tender Agent. (i) The Paying Agent/Registrar shall also be the tender agent 
with respect to the tender and purchase of the Bonds pursuant to Sections 3 and 5 of the Eighth 
Supplement. In such capacity, the Paying Agent/Registrar shall perform the duties and obligations 
set forth in this Eighth Supplement and in particular shall: 
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(A) hold all Bonds delivered to it for purchase hereunder in trust as bailee of, and 
for the benefit of, the respective Owners which have so delivered such Bonds, until moneys 
representing the Purchase Price of such Bonds shall have been delivered to or for the 
account of or to the order of such Owners; 

(B) hold all moneys (other than moneys delivered to it by the Board for the 
purchase of Bonds) in trust as bailee of, and for the benefit of, the person or entity which 
shall have delivered such moneys, until the Bonds purchased with such moneys shall have 
been delivered to or for the account of such person or entity; 

(C) hold all Board-Held Bonds on behalf of the Board and transfer such Board-
Held Bonds as directed by the Board. 

(ii) The Paying Agent/Registrar shall cooperate with the Remarketing Agent to the extent 
necessary to permit the preparation, execution, issuance and authentication of replacement 
Bonds in connection with the tender and remarketing of Bonds under the Eight Supplement. 

(iii) The Paying Agent/Registrar shall promptly return any Tender Notice (together with any 
Bonds submitted in connection therewith) that is incomplete or improperly completed or not 
delivered in a timely fashion to the Owner submitting the notice upon surrender of the 
receipt, if any, issued therefor. 

(iv) The Paying Agent/Registrar's determination of whether a Tender Notice is properly 
completed or delivered on a timely basis shall be binding on the Board and the Owner of the 
Bonds submitted therewith. 

(v) The Paying Agent/Registrar shall comply fully with the notice and other requirements 
described in Sections 3 and 5 hereof. 

Section 7. ESTABLISHMENT OF FINANCING SYSTEM AND ISSUANCE OF PARITY 
DEBT. By adoption of the Master Resolution, the Board has established The University of Texas 
System Revenue Financing System for the purpose of providing a financing structure for revenue 
supported indebtedness of components of The University of Texas System which are from time to 
time included as Members of the Financing System. The Master Resolution is intended to establish 
a master plan under which revenue supported debt of the Financing System can be incurred. This 
Eight Supplement provides for the authorization, issuance, sale, delivery, form, characteristics, 
provisions of payment and redemption, and security of the Bonds, including the payment of the 
Purchase Price of the Bonds when due, as Parity Debt. The Master Resolution is incorporated herein 
by reference and as such made a part hereof for all purposes, except to the extent modified and 
supplemented hereby, and the Bonds are hereby declared to be Parity Debt under the Master 
Resolution. As required by Section S(a) of the Master Resolution, the Board hereby determines that 
upon the issuance of the Bonds it will have sufficient funds to meet the financial obligations of The 
University of Texas System, including sufficient Pledged Revenues to satisfy the Annual Debt 
Service Requirements of the Financing System, including the payment of the Purchase Price of the 
Bonds when due, and to meet all financial obligations of the Board relating to the Financing System 
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and that the Members on whose behalf the Bonds are to be issued possess the financial capacity to 
satisfy their Direct Obligations, including the payment of the Purchase Price of the Bonds when due, 
after taking the Bonds into account, 

Section 8. SECURITY AND PAYMENTS. (a) The Bonds are special obligations of the 
Board payable from and secured solely by the Pledged Revenues pursuant to the Master Resolution 
and this Eighth Supplement. The Pledged Revenues are hereby pledged, subject to the liens securing 
the Prior Encumbered Obligations, to the payment of the principal of, premium, if any, interest on 
and Purchase Price of the Bonds as the same shall become due and payable. The Board agrees to 
pay the principal of, premium, if any, and the interest on the Bonds when due, whether by reason of 
maturity or redemption and to pay the Purchase Price on each Purchase Date. 

(b) While the Bonds are in the Weekly Mode, the Board covenants to maintain available 
funds in an amount equal to the total Purchase Price of the Bonds, including accrued interest on the 
Bonds for forty-five (45) days at an assumed interest rate of fifteen percent (15%) per annum. To 
the extent Bonds cannot be remarketed , the Board shall provide funds or shall in good faith 
endeavor to sell a sufficient principal amount of Parity Debt or other obligations of the Board in 
order to have funds available, together with other moneys available therefor, to pay the Purchase 
Price of the Bonds on the Purchase Date. 

(c) Notwithstanding anything to the contrary contained herein, to the extent that the 
Remarketing Agent cannot remarket Bonds on a Tender Date, the Board covenants to use lawfully 
available funds to purchase Bonds and such purchase is not intended to constitute an extinguishment 
of the obligation represented by such tendered Bonds and when the Remarketing Agent has thereafter 
remarketed the Board-Held Bonds the Board shall sell and deliver the Board-Held Bonds so 
purchased. While such Board-Held Bonds are held by the Board they shall bear interest at the 
prevailing market rate for alternative taxable investments of similar maturity and credit rating. 

Section 9. PAYMENTS. (a) Immediately after the delivery of the Bonds, the Board shall 
deposit accrued interest, if any, received from the sale and delivery of the Bonds to the credit of a 
special account to be held to pay interest on the Bonds on the first interest payment date. 

(b) Monthly, in the case of Bonds in the Weekly Mode, and Semiannually, in the case of 
Bonds in the Fixed Rate Mode, on or before each principal payment date or Interest Payment Date 
while any of the Bonds are outstanding and unpaid, commencing on the first Interest Payment Date 
for the Bonds as provided in the Award Certificate, the Board shall make available to the Paying 
Agent!Registrar, money sufficient to pay such interest on and such principal of the Bonds as will 
accrue or mature, or be subject to mandatory redemption prior to maturity, on such principal or 
redemption payment date or Interest Payment Date. The Paying Agent!Registrar shall cancel all paid 
Bonds and shall furnish the Board with an appropriate certificate of cancellation. 

(c) In addition, to the extent that Remarketing Proceeds in the Bond Purchase Fund are 
insufficient to pay the Purchase Price of any Purchase Date, the Board shall transfer to the Bond 
Purchase Fund such amounts in immediately available funds from lawfully available Pledged 
Revenues. 

January 11, 1999 16 

BAAC- 28 



Section 10. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED BONDS. 
(a) Replacement Bonds. In the event any outstanding Bond is damaged, mutilated, lost, stolen, or 
destroyed, the Paying Agent/Registrar shall cause to be printed, executed, and delivered, a new bond 
of the same Series, principal amount, maturity, and interest rate, and in the same form, as the 
damaged, mutilated, lost, stolen, or destroyed Bond, in replacement for such Bond in the manner 
hereinafter provided. 

(b) Application for Replacement Bonds. Application for replacement of damaged, mutilated, 
lost, stolen, or destroyed Bonds shall be made to the Paying Agent/Registrar. In every case of loss, 
theft, or destruction of a Bond, the applicant for a replacement bond shall furnish to the Board and 
to the Paying Agent/Registrar such security or indemnity as may be required by them to save each 
of them harmless from any loss or damage with respect thereto. Also, in every case of loss, theft, 
or destruction of a Bond, the applicant shall furnish to the Board and to the Paying Agent/Registrar 
evidence to their satisfaction of the loss, theft, or destruction of such Bond, as the case may be. In 
every case of damage or mutilation of a Bond, the applicant shall surrender to the Paying 
Agent/Registrar for cancellation the Bond so damaged or mutilated. 

(c) Payment in Lieu of Replacement. Notwithstanding the foregoing provisions of this 
Section, in the event any such Bond shall have matured, and no default has occurred which is then 
continuing in the payment of the principal of, redemption premium, if any, or interest on the Bond, 
the Board may authorize the payment of the same (without surrender thereof except in the case of 
a damaged or mutilated Bond) instead of issuing a replacement Bond, provided security or indemnity 
is furnished as above provided in this Section. 

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

(e) Authoritv for Issuing Replacement Bonds. In accordance with Section 6 of V em on's 
Texas Civil Statutes Article 717k-6, this Section shall constitute authority for the issuance of any 
such replacement bond without the necessity of further action by the Board or any other body or 
person, and the duty of the replacement of such Bonds is hereby authorized and imposed upon the 
Paying Agent/Registrar, and the Paying Agent/Registrar shall authenticate and deliver such Bonds 
in the form and manner and with the effect, as provided in Section 5(f) of this Eighth Supplement 
for Bonds issued in exchange and replacement for other Bonds. 

Section 11. AMENDMENT OF SUPPLEMENT. (a) Amendments Without Consent. This 
Eighth Supplement and the rights and obligations of the Board and of the owners of the Bonds may 
be modified or amended at any time without notice to or the consent of any owner of the Bonds or 
any other Parity Debt, solely for any one or more of the following purposes: 
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(i) To add to the covenants and agreements of the Board contained in this Eighth 
Supplement, other covenants and agreements thereafter to be observed, or to surrender any 
right or power reserved to or conferred upon the Board in this Eighth Supplement; 

(ii) To cure any ambiguity or inconsistency, or to cure or correct any defective provisions 
contained in this Eighth Supplement, upon receipt by the Board of an approving opinion of 
Bond Counsel, that the same is needed for such purpose, and will more clearly express the 
intent of this Eighth Supplement; 

(iii) To supplement the security for the Bonds, replace or provide additional credit facilities, 
or change the form of the Bonds or make such other changes in the provisions hereof as the 
Board may deem necessary or desirable and which shall not, in the judgment of the Board, 
materially adversely affect the interests of the owners of the Outstanding Bonds; or 

(iv) To make any changes or amendments requested by any bond rating agency then rating 
or requested to rate Bonds, as a condition to the issuance or maintenance of a rating, which 
changes or amendments do not, in the judgment of the Board, materially adversely affect the 
interests of the owners of the Outstanding Bonds. 

(b) Amendments With Consent. Subject to the other provisions of this Eighth Supplement, 
the owners of Outstanding Bonds aggregating 51 percent in Outstanding Principal Amount shall 
have the right from time to time to approve any amendment, other than amendments described in 
Subsection (a) of this Section, to this Eighth Supplement which may be deemed necessary or 
desirable by the Board, provided, however, that nothing herein contained shall permit or be construed 
to permit, withoutthe approval of the owners of all of the Outstanding Bonds, the amendment of the 
terms and conditions in this Eighth Supplement or in the Bonds so as to: 

(I) Make any change in the maturity of the Outstanding Bonds; 

(2) Reduce the rate of interest borne by Outstanding Bonds; 

(3) Reduce the amount of the principal payable on Outstanding Bonds; 

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

( 5) Affect the rights of the owners ofless than all Bonds then Outstanding; or 

(6) Change the minimum percentage of the Outstanding Principal Amount of Bonds 
necessary for consent to such amendment. 

(c) Notice. If at anytime the Board shall desire to amend this Eighth Supplement other than 
pursuant to (a) above, the Board shall cause notice of the proposed amendment to be published in 
a financial newspaper or journal of general circulation in The City of New York, New York once 
during each calendar week for at least two successive calendar weeks. Such notice shall briefly set 
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forth the nature of the proposed amendment and shall state that a copy thereof is on file at the 
principal office of the Paying Agent/Registrar for inspection by all owners of Bonds. Such 
publication is not required, however, if the Board gives or causes to be given such notice in writing 
to each owner of Bonds. 

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

(e) Effect of Amendments. Upon the adoption by the Board of any resolution to amend this 
Eighth Supplement pursuant to the provisions of this Section, this Eighth Supplement shall be 
deemed to be amended in accordance with the amendatory resolution, and the respective rights, 
duties, and obligations of the Board and all the owners of then Outstanding Bonds and all future 
Bonds shall thereafter be determined, exercised, and enforced under the Resolution and this Eighth 
Supplement, as amended. 

(f) Consent Irrevocable. Any consent given by any owner of Bonds pursuant to the 
provisions of this Section shall be irrevocable for a period of six months from the date of the first 
publication or other service of the notice provided for in this Section, and shall be conclusive and 
binding upon all future owners of the same Bonds during such period. Such consent may be revoked 
at any time after six months from the date of the first publication of such notice by the owner who 
gave such consent, or by a successor in title, by filing notice thereof with the Paying Agent/Registrar 
and the Board, but such revocation shall not be effective if the owners of 51 percent in Outstanding 
Principal Amount of Bonds, prior to the attempted revocation, consented to and approved the 
amendment. 

(g) Ownership. For the purpose of this Section, the ownership and other matters relating to 
all Bonds registered as to ownership shall be determined from the registration books kept by the 
Paying Agent/Registrar therefor. The Paying Agent/Registrar may conclusively assume that such 
ownership continues until written notice to the contrary is served upon the Paying Agent/Registrar. 

Section 12. COVENANTS REGARDING TAX-EXEMPTION. (a) The Board covenants 
to refrain from any action which would adversely affect, or to take such action to assure, the 
treatment of the Bonds as obligations described in section 103 of the Code, the interest on which is 
not includable in the "gross income" of the holder for purposes of federal income taxation. In 
furtherance thereof, the Board covenants as follows: 

(i) to take any action to assure that no more than 10 percent of the proceeds of the Bonds 
(less amounts deposited to a reserve fund, if any) are used for any "private business use," as 
defined in section 141(b)(6) ofthe Code or, if more than 10 percent of the proceeds are so 
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used, that amounts, whether or not received by the Board, with respect to such private 
business use, do not, under the terms of this Eighth Supplement or any underlying 
arrangement, directly or indirectly, secure or provide for the payment of more than 1 0 percent 
of the debt service on the Bonds, in contravention of section 141(b)(2) of the Code; 

(ii) to take any action to assure that in the event that the "private business use" described 
in subsection (a) hereof exceeds 5 percent of the proceeds of the Bonds (less amounts 
deposited into a reserve fund, if any) then the amount in excess of 5 percent is used for a 
"private business use" which is "related" and not "disproportionate," within the meaning of 
section 14l(b)(3) of the Code, to the governmental use; 

(iii) to take any action to assure that no amount which is greater than the lesser of 
$5,000,000, or 5 percent of the proceeds of the Bonds (less amounts deposited into a reserve 
fund, if any) is directly or indirectly used to finance loans to persons, other than state or local 
governmental units, in contravention of section 14l(c) of the Code; 

(iv) to refrain from taking any action which would otherwise result in the Bonds being 
treated as "private activity bonds" within the meaning of section 141 (b) of the Code; 

(v) to refrain from taking any action that would result in the Bonds being "federally 
guaranteed" within the meaning of section 149(b) of the Code; 

(vi) to refrain from using any portion of the proceeds of the Bonds, directly or indirectly, 
to acquire or to replace funds which were used, directly or indirectly, to acquire investment 
property (as defmed in section 148(b )(2) of the Code) which produces a materially higher 
yield over the term of the Bonds, other than investment property acquired with --

( 1) proceeds of the Bonds invested for a reasonable temporary period of 3 years or 
less or, in the case of a refunding bond, for a period of 30 days or less until such proceeds 
are needed for the purpose for which the bonds are issued, 

(2) amounts invested in a bona fide debt service fund, within the meaning of 
section 1.148-l(b) of the Treasury Regulations, and 

(3) amounts deposited in any reasonably required reserve or replacement fund to the 
extent such amounts do not exceed 10 percent of the proceeds of the Bonds; 

(vii) to otherwise restrict the use of the proceeds of the Bonds or amounts treated as 
proceeds of the Bonds, as may be necessary, so that the Bonds do not otherwise contravene 
the requirements of section 148 of the Code (relating to arbitrage) and, to the extent 
applicable, section 149( d) of the Code (relating to advance refundings ); and 

(viii) to pay to the United States of America at least once during each five-year period 
(beginning on the date of delivery of the Bonds) an amount that is at least equal to 90 percent 
of the "Excess Earnings," within the meaning of section 148(f) of the Code and to pay to the 

January 11, 1999 20 

BAAC -32 



United States of America, not later than 60 days after the Bonds have been paid in full, I 00 
percent of the amount then required to be paid as a result of Excess Earnings under section 
148(f) of the Code. 

The Board understands that the term "proceeds" includes "disposition proceeds" as defined 
in the Treasury regulations and, in the case of refunding bonds, transferred proceeds (if any) 
and proceeds of the Refunded Obligations expended prior to the date of issuance of the 
Bonds. It is the understanding of the Board that the covenants contained herein are intended 
to assure compliance with the Code and any regulations or rulings promulgated by the U.S. 
Department of the Treasury pursuant thereto. In the event that regulations or rulings are 
hereafter promulgated which modify, or expand provisions of the Code, as applicable to the 
Bonds, the Board will not be required to comply with any covenant contained herein to the 
extent that such failure to comply, in the opinion of nationally-recognized bond counsel, will 
not adversely affect the exemption from federal income taxation of interest on the Bonds 
under section I 03 of the Code. In the event that regulations or rulings are hereafter 
promulgated which impose additional requirements which are applicable to the Bonds, the 
Board agrees to comply with the additional requirements to the extent necessary, in the 
opinion of nationally-recognized bond counsel, to preserve the exemption from federal 
income taxation of interest on the Bonds under section 103 of the Code. In furtherance of 
such intention, the Board hereby authorizes and directs the U.T. System Representative to 
execute any documents, certificates or reports required by the Code and to make such 
elections, on behalf of the Board, which may be permitted by the Code as are consistent with 
the purpose for the issuance of the Bonds. 

In order to facilitate compliance with the above covenant (h), a "Rebate Fund" is hereby 
established by the Board for the sole benefit of the United States of America, and such Fund 
shall not be subject to the claim of any other person, including without limitation the 
bondholders. The Rebate Fund is established for the additional purpose of compliance with 
section 148 of the Code. 

(b) The Board covenants to account for the expenditure of sale proceeds and investment 
earnings to be used for the purposes described in Section 2 of this Eighth Supplement on its books 
and records by allocating proceeds to expenditures within 18 months of the later of the date that ( 1) 
the expenditure is made, or (2) the purposes for which the Bonds are issued have been accomplished. 
The foregoing notwithstanding, the Board shall not expend sale proceeds or investment earnings 
thereon more than 60 days after the earlier of (I) the fifth anniversary of the delivery of the Bonds, 
or (2) the date the Bonds are retired, unless the Board obtains an opinion of nationally-recognized 
bond counsel that such expenditure will not adversely affect the tax-exempt status of the Bonds. For 
purposes hereof, the Board shall not be obligated to comply with this covenant if it obtains an 
opinion that such failure to comply will not adversely affect the excludability for federal income tax 
purposes from gross income of the interest. 

(c) The Board covenants that the property financed with the proceeds of the Refunded 
Obligations or the Bonds will not be sold or otherwise disposed in a transaction resulting in the 
receipt by the Board of cash or other compensation, unless the Board obtains an opinion of 
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nationally-recognized bond counsel that such sale or other disposition will not adversely affect the 
tax-exempt status of the Bonds. For purposes of the foregoing, the portion of the property 
comprising personal property and disposed in the ordinary course shall not be treated as a transaction 
resulting in the receipt of cash or other compensation. For purposes hereof, the Board shall not be 
obligated to comply with this covenant if it obtains an opinion that such failure to comply will not 
adversely affect the excludability for federal income tax purposes from gross income of the interest. 

Section 13. EIGHTH SUPPLEMENT TO CONSTITUTE A CONTRACT; EQUAL 
SECURITY. In consideration of the acceptance of the Bonds, the issuance of which is authorized 
hereunder, by those who shall hold the same from time to time, this Eighth Supplement shall be 
deemed to be and shall constitute a contract between the Board and the Holders from time to time 
of the Bonds and the pledge made in this Eighth Supplement by the Board and the covenants and 
agreements set forth in this Eighth Supplement to be performed by the Board shall be for the equal 
and proportionate benefit, security, and protection of all Holders, without preference, priority, or 
distinction as to security or otherwise of any of the Bonds authorized hereunder over any of the 
others by reason of time of issuance, sale, or maturity thereof or otherwise for any cause whatsoever, 
except as expressly provided in or permitted by this Eighth Supplement. 

Section 14. SEVERABILITY OF INVALID PROVISIONS. If any one or more of the 
covenants, agreements, or provisions herein contained shall be held contrary to any express 
provisions oflaw or contrary to the policy of express law, though not expressly prohibited, or against 
public policy, or shall for any reason whatsoever be held invalid, then such covenants, agreements, 
or provisions shall be null and void and shall be deemed separable from the remaining covenants, 
agreements, or provisions and shall in no way affect the validity of any of the other provisions hereof 
or ofthe Bonds issued hereunder. 

Section 15. PAYMENT AND PERFORMANCE ON BUSINESS DAYS. Except as 
provided to the contrary in the Form of Bonds, whenever under the terms of this Eighth Supplement 
or the Bonds, the performance date of any provision hereof or thereof, including the payment of 
principal of or interest on the Bonds, shall occur on a day other than a Business Day, then the 
performance thereof, including the payment of principal of and interest on the Bonds, need not be 
made on such day but may be performed or paid, as the case may be, on the next succeeding 
Business Day with the same force and effect as if made on the date of performance or payment. 

Section 16. LIMITATION OF BENEFITS WITH RESPECT TO THE EIGHTH 
SUPPLEMENT. With the exception of the rights or benefits herein expressly conferred, nothing 
expressed or contained herein or implied from the provisions of this Eighth Supplement or the Bonds 
is intended or should be construed to confer upon or give to any person other than the Board, the 
Holders, the Paying Agent/Registrar, or the Remarketing Agent any legal or equitable right, remedy, 
or claim under or by reason of or in respect to this Eighth Supplement or any covenant, condition, 
stipulation, promise, agreement, or provision herein contained. This Eighth Supplement and all of 
the covenants, conditions, stipulations, promises, agreements, and provisions hereof are intended to 
be and shall be for and inure to the sole and exclusive benefit of the Board, the Holders, the Paying 
Agent/Registrar and the Remarketing Agent, as herein and therein provided. 
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Section 17. CUSTODY, APPROVAL, BOND COUNSEL'S OPlNlON, CUSIPNUMBERS, 
PREAMBLE, AND INSURANCE. The U. T. System Representative is hereby authorized to have 
control of the Bonds issued hereunder and all necessary records and proceedings pertaining to the 
Bonds pending their delivery and approval by the Attorney General of the State of Texas and 
registration by ,the Comptroller of Public Accounts and to cause an appropriate legend reflecting 
such approval and registration to appear on the Bonds and the substitute Bonds. The approving legal 
opinion of the Board's Bond Counsel and the assigned CUSIP numbers may, at the option of the U. T. 
System Representative, be printed on the Bonds and on any Bonds issued and delivered in exchange 
or replacement of any Bond, but neither shall have any legal effect, and shall be solely for the 
convenience and information of the registered owners of the Bonds. The preamble to the Eighth 
Supplement is hereby adopted and made a part of this Eighth Supplement for all purposes. If 
insurance is obtained on any of the Bonds, the Bonds shall bear, as appropriate and applicable, a 
legend concerning insurance as provided by the Insurer. 

Section 18. REFUNDING OF REFUNDED OBLIGATIONS; ESCROW AGREEMENT. 
Concurrently with the delivery of the Bonds, the U.T. System Representative shall cause to be 
deposited an amount from the proceeds from the sale of the Bonds with Chase Bank of Texas, N.A., 
as Escrow Agent, sufficient, together with other legally available funds of the Board, to provide for 
the refunding and defeasance of the Refunded Obligations in accordance with Section 7 A of 
Vernon's Ann. Tex. Civ. St. Article 717k, as amended. The U.T. System Representative is hereby 
authorized, for and on behalf of the Board, to execute an Escrow Agreement to accomplish such 
purpose, in substantially the form and substance submitted to the Board at the meeting at which this 
Eighth Supplement is adopted. The U .T. System Representative is further authorized and directed 
to apply and there is hereby appropriated such moneys of the Board as are necessary to fund the 
Escrow Fund to be established by the Escrow Agreement with amounts sufficient to provide for the 
defeasance of the Refunded Obligations on the date of delivery of the Bonds. 

Section 19. APPLICATION OF BOND PROCEEDS. (a) Proceeds from the sale of the 
Bonds shall, promptly upon receipt thereof, be applied by the U. T. System Representative as follows: 

(i) accrued interest, if any, for the Bonds shall be deposited as provided in Section 9; 

(ii) an amount sufficient to accomplish the purposes of Section 18 shall be so applied; 

(iii) any proceeds from the sale of Bonds remaining after the deposits provided for in 
clauses (i) and (ii) above, shall be applied to pay expenses arising in connection with the 
issuance of the Bonds and the refunding of the Refunded Obligations. · 

Any sale proceeds of the Bonds remaining after making all deposits and payments provided for 
above shall be applied to the payment of principal of and interest on the Bonds. 

Section 20. FURTHER PROCEDURES. The Executive Committee, each member of the 
Executive Committee, each U. T. System Representative, and all other officers, employees, and 
agents of the Board, and each of them, shall be and they are hereby expressly authorized, 
empowered, and directed from time to time and at any time to do and perform all such acts and 

January 11, 1999 23 

BAAC -35 



things and to execute, acknowledge, and deliver in the name and under the corporate seal and on 
behalf of the Board all such instruments, whether or not herein mentioned, as may be necessary or 
desirable in order to carry out the terms and provisions of this Eighth Supplement, the Escrow 
Agreement, the Bonds, the Swap Agreements and the execution and delivery of confirmations 
thereunder, the Remarketing Agreement, the sale and delivery of the Bonds and fixing all details in 
connection therewith, and the Paying Agent/Registrar Agreement, and to approve the Official 
Statement, or supplements thereto, in connection with the Bonds. In case any officer whose 
signature shall appear on the Bonds shall cease to be such officer before the delivery of the Bonds, 
such signature shall nevertheless be valid and sufficient for all purposes the same as if such officer 
had remained in office until such delivery. Notwithstanding anything to the contrary contained 
herein, while the Bonds are subject to DTC's Book-Entry-Only System and to the extent permitted 
by law, the Blanket Letter of Representation is hereby incorporated herein and its provisions shall 
prevail over any other provisions of this Eighth Supplement in the event of conflict. The U .T. System 
Representative is authorized to submit an application to the Texas Bond Review Board requesting 
the approval of the issuance of the Bonds. In addition, the U. T. System Representative, General 
Counsel, and Bond Counsel are hereby authorized to approve, subsequent to the date of the adoption 
of this Eighth Supplement, any amendments to the above named documents, and any technical 
amendments to this Eighth Supplement as may be required by Fitch, Moody's, or S&P, as a condition 
to the granting of a rating on the Bonds or as required by the office of the Texas Attorney General 
as a condition to the approval of the Bonds. 

Section 21. DTC LETTER OF REPRESENTATIONS. The U.T. System Representative is 
authorized to implement the Book-Entry-Only System ofBondregistration with respect to the Bonds 
pursuant to the Blanket Letter of Representation with DTC. The U.T. System Representative is 
authorized and directed to enter into any amendments to the Blanket Letter of Representation with 
DTC necessary to implement the Book-Entry-Only System. 

Section 22. OFFICIAL STATEMENT. The U.T. System Representative is authorized and 
directed to provide for and oversee the preparation of a preliminary and final official statement in 
connection with the issuance of the Bonds, and to approve such official statement and deem it final 
in compliance with the Rule and to provide it to the purchasers of the Bonds in compliance with such 
Rule. 

Section. 23 NOTICES OF DEFEASANCE. (a) The Board shall give notice of defeasance 
of any of the Bonds to the Paying Agent/Registrar on the defeasance date and the Paying 
Agent/Registrar shall give notice of defeasance of Bonds by mail, first-class postage prepaid within 
thirty (30) days after a defeasance date to each Registered Owner of a Bond defeased and to each 
registered securities depository and to any national information service that disseminates such 
notices. Any notice sent to the registered securities depositories or such national information 
services shall be sent so that they are received at least two (2) days prior to the general mailing date 
of such notice. 

(ii) Each Notice of Defeasance shall contain a description of the Bonds defeased including 
the complete name of the Bonds, the Series, the date of issue, the interest rate, the maturity date, the 
CUSIP number, the certificate numbers, the amounts defeased of each certificate, the mailing date 
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for the notice, the date of defeasance, the redemption price, if any, the name of the Paying 
Agent/Registrar and the address at which the Bonds may be paid, including a contact person and 
telephone number. 

Section24. INTERESTRATESWAP AGREEMENTS. (a)AoorovalofCounteroartiesand 
Agreements. The U.T. System Representative is hereby authorized to enter into interest rate swap 
agreements (the "Swap Agreements") with Goldman Sachs Mitsui Marine Derivative Products, L.P ., 
Lehman Brothers Financial Products Inc., and Morgan Guaranty Trust Company of New York (the 
"Potential Swap Providers") in substantially the forms presented to the Board, including the forms 
of confirmations attached thereto, with such changes as, in the judgment of the U. T. System 
Representative with the advice of the General Counsel and the Board's Financial Advisor and Bond 
Counsel, are necessary to carry out the intent of the Board as expressed in this Eighth Supplement 
and to receive the approval of the Attorney General of the State of Texas of the Swap Agreements. 

(b) Competitive Bidding of Confirmations. In recognition that it is the Board's expectation 
that the Bonds will be initially issued in the Weeldy Mode and that the Board is authorizing the Swap 
Agreements initially for the purpose of establishing a fixed payment obligation with respect to the 
payment of interest on the Bonds, the U.T. System Representative is authorized and directed to seek 
competitive bids from each of the Potential Swap Providers under the respective Swap Agreements 
for a transaction with the effective date to be on the anticipated Issue Date for the Bonds and a 
notional amount equal to the anticipated principal amount of the Bonds and calling for the 
counterparty to pay to the Board the variable rate and the Board to pay to the counterparty a fixed 
rate. When the competitive bids are solicited, the U.T. System Representative shall specify in the bid 
documents whether the bids are to be submitted on the basis of the counterparty paying to the Board 
a variable rate based upon the actual interest rate on the Bonds, the Bond Market Association index, 
or a percentage of LIBOR as contemplated by the forms of confirmations attached to the Swap 
Agreements. The U.T. System Representative's determination of which variable rate standard is to 
be used shall be based upon the advice of the Board's Financial Advisor and the U.T. system 
Representative's conclusion as to which standard will result in the Board paying the lowest net 
effective interest rate on the Bonds. In the absence of a material advantage of one of the standards 
over the other two, the U.T. System Representative shall specify that the actual bond rate shall be 
used. The U.T. System Representative shall deliver a certificate to the Executive Secretary of the 
board identifying the standard chosen and the basis of the determination. 

Upon determination of the best bid, the U. T. System Representative will inform each of the Potential 
Swap Providers of the best bid. The Potential Swap Provider with the next to best bid shall have the 
right to enter into a confirmation under its respective Swap Agreement in a national amount equal 
to forty percent ( 40%) of the anticipated principal amount of the Bonds on the same terms as the best 
bid. The U.T. System Representative shall also accept and execute a confirmation under the Swap 
Agreement with the Potential Swap Provider submitting the best bid in a notional amount equal to 
the anticipated principal amount of the Bonds less the notional amount, if any, of the confirmation 
entered into with the other Potential Swap Provider. 
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(c) Security. When such confirmations are executed on behalf of the Board, the costs 
thereof and the amounts payable thereunder shall be paid out of Pledged Revenues. The Swap 
Agreements constitute "Credit Agreements" as defined in the Master Resolution and Article 717q, 
Vernon's Texas Civil Statutes and constitute Parity Debt under the Master Resolution. 

Section 25. CONTINUING DISCLOSURE. (i) Annual Reports. The Board shall provide 
annually to each NRMSIR and any SID, within six months after the end of each Fiscal Year, 
financial information and operating data with respect to The University of Texas System of the 
general type included in the Official Statement dated September 15, 1998, relating to the Bonds 
under the captions "Annual Debt Service Requirements", "Financial Management of The University 
of Texas System" and "General Description of The University of Texas System- Emollment and 
Faculty and Employees" and in Appendix C to such Official Statement, Financial Statements ofThe 
University of Texas System. Any financial statements so to be provided shall be (I) prepared in 
accordance with the accounting principles described in Exhibit C hereto and (2) audited, if the Board 
commissions an audit of such statements and the audit is completed within the period during which 
they must be provided. If audited financial statements are not so provided within the required period, 
then the Board shall provide unaudited financial statements for the applicable Fiscal Year to each 
NRMSIR and any SID, and shall file audited financial statements when and if audited financial 
statements become available. If audited financial statements are not prepared for any Fiscal Year 
and audited financial statements are prepared with respect to the State of Texas for such Fiscal Year, 
the Board shall provide, or cause to be provided, the audited financial statements of the State of 
Texas for the applicable Fiscal Year to each NRMSIR and any SID within six months after the end 
of said Fiscal Year or as soon thereafter as such audited financial statements become available from 
the State Auditor of the State of Texas. Any such audited financial statements of the State of Texas 
so provided shall be prepared in accordance with generally accepted accounting principles for state 
governments, as such principles may be changed from time to time to comply with state law. 

If the Board changes the Fiscal Year, the Board will notify each NRMSIR and any SID of the 
change (and of the date of the new Fiscal Year end) prior to the next date by which the Board 
otherwise would be required to provide financial information and operating data pursuant to this 
Section. 

The financial information and operating data to be provided pursuant to this Section may be 
set forth in full in one or more documents or may be included by specific reference to any document 
(including an official statement or other offering document, if it is available from the MSRB) that 
theretofore has been provided to each NRMSIR and any SID or filed with the SEC. 

(ii) Material Event Notices. The Board shall notify any SID and either each NRMSIR or the 
MSRB, in a timely manner, of any of the following events with respect to the Bonds, if such event 
is material within the meaning of the federal securities laws: 

A. 
B. 
C. 
D. 
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E. Substitution of credit or liquidity providers, or their failure to perform; 
F. Adverse tax opinions or events affecting the tax-exempt status of the Bonds; 
G. Modifications to rights of holders of the Bonds; 
H. Bond calls; 
I. Defeasances; 
J. Release, substitution, or sale of property securing repayment of the Bonds; and 
K. Rating changes. 

The Board shall notify any SID and either each NRMSIR or the MSRB, in a timely manner, 
of any failure by the Board to provide financial information or operating data in accordance with this 
Section of this Eighth Supplement by the time required. 

(iii) Limitations, Disclaimers, and Amendments. The Board shall be obligated to observe 
and perform the covenants specified in this Section 3(d) for so long as, but only for so long as, the 
Board remains an "obligated person" with respect to the Bonds within the meaning of the Rule, 
except that the Board in any event will give the notice required by this Eighth Supplement of any 
Bond calls and defeasance that cause the Bonds to be no longer outstanding. 

The provisions of this Section are for the sole benefit of the holders and beneficial owners 
of the Bonds, and nothing in this Section, express or implied, shall give any benefit or any legal or 
equitable right, remedy, or claim hereunder to any other person. The Board undertakes to provide 
only the financial information, operating data, financial statements, and notices which it has 
expressly agreed to provide pursuant to this Section and does not hereby undertake to provide any 
other information that may be relevant or material to a complete presentation of the Board's financial 
results, condition, or prospects relating to the Financing System or hereby undertake to update any 
information provided in accordance with this Section or otherwise, except as expressly provided 
herein. The Board does not make any representation or warranty concerning such information or its 
usefulness to a decision to invest in or sell Bonds at any future date. 

UNDER NO CIRCUMSTANCES SHALL THE BOARD BE LIABLE TO THE HOLDER 
OR BENEFICIAL OWNER OF ANY BOND OR ANY OTHER PERSON, IN CONTRACT OR 
TORT,FORDAMAGESRESULTINGINWHOLEORINPARTFROMANYBREACHBYTHE 
BOARD, WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS PART, OF ANY 
COVENANT SPECIFIED IN THIS SECTION, BUT EVERY RIGHT AND REMEDY OF ANY 
SUCH PERSON, IN CONTRACT OR TORT, FOR OR ON ACCOUNT OF ANY SUCH BREACH 
SHALL BE LIMITED TO AN ACTION FOR MANDAMUS OR SPECIFIC PERFORMANCE. 

No default by the Board in observing or performing its obligations under this Section shall 
constitute a breach of or default under this Eighth Supplement for purposes of any other provision 
of this Eighth Supplement. 

Nothing in this Section is intended or shall act to disclaim, waive, or otherwise limit the 
duties of the Board under federal and state securities laws. 

January 11, 1999 27 

BAAC- 39 



The provisions of this Section may be amended by the Board from time to time to adapt to 
changed circwnstances that arise from a change in legal requirements, a change in law, or a change 
in the identity, nature, status, or type of operations of the Board, but only if (I) the provisions of this 
Section, as so amended, would have permitted an underwriter to purchase or sell the Bonds in the 
primary offering of the Bonds in compliance with the Rule, taking into account any amendments or 
interpretations of the Rule to the date of such amendment, as well as such changed circwnstances, 
and (2) either (A) the holders of a majority in aggregate principal amount (or any greater amount 
required by any other provision of this Eighth Supplement that authorizes such an amendment) of 
the outstanding Bonds consent to such amendment or (B) a Person that is unaffiliated with the Board 
(such as nationally recognized bond counsel) determines that such amendment will not materially 
impair the interests of the holders and beneficial owners of the Bonds. If the Board so amends the 
provisions of this Section, it shall include with any amended financial information or operating data 
next provided in accordance with this Section an explanation, in narrative form, of the reasons for 
the amendment and of the impact of any change in the type of financial information or operating data 
so provided. The Board may also amend or repeal the provisions of this continuing disclosure 
requirement if the SEC amends or repeals the applicable provisions of the Rule or a court of final 
jurisdiction enters judgment that such provisions of the Rule are invalid, but only if and to the extent 
that the provisions of this sentence would not prevent an underwriter from lawfully purchasing or 
selling the Bonds in the primary offering of the Bonds. 

Section 26. THE REMARKETING AGENT. The U.T. System Representative shall 
appoint either Goldman Sachs & Co., Lehman Brothers Incorporated, or J.P. Morgan Securities 
Incorporated as the Remarketing Agent for the Bonds after receiving bids and evaluating the ability 
of each respondent to perform the duties ofRemarketing Agent hereunder. The Remarketing Agent 
shall act as Remarketing Agent as provided in this Eighth Supplement, and, in accordance with the 
Remarketing Agreement between the Remarketing Agent and the Board, shall use its best efforts to 
remarket Bonds required to be purchased pursuant to Sections 3 and 5 hereof. The Board shall 
appoint any successor Remarketing Agent for the Bonds, subject to the conditions set forth in 
Section 27 hereof. The Remarketing Agent shall designate its principal office to the Paying 
Agent/Registrar and signify its acceptance of the duties and obligations imposed upon it hereunder 
by a written instrwnent of acceptance delivered to the Board under which the Remarketing Agent 
will agree, particularly, to: 

(a) determine the Weekly Rates and the Fixed Rates and give notice of such rates in 
accordance with Section 3 and the Form of Bonds; 

(b) keep such books and records with respect to its duties as Remarketing Agent as shall 
be consistent with prudent industry practice; and 

(c) remarket Bonds in accordance with this Eighth Supplement and the Remarketing 
Agreement. 

Section27. QUALIFICATIONSOFREMARKETINGAGENT. TheRemarketing Agent 
shall have a capitalization of at least $100,000,000 and be authorized by law to perform all the duties 
imposed upon it by this Eighth Supplement. The Remarketing Agent may at any time resign and be 
discharged of the duties and obligations created by this Eighth Supplement by giving at least ten (1 0) 
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days' written notice to the Board and the Paying Agent/Registrar. The Remarketing Agent may be 
removed at any time by the Board, upon seven (7) days' notice by an instrument filed with the 
Remarketing Agent and the Board. 

In the event of the resignation or removal of the Remarketing Agent, the Remarketing Agent 
shall pay over, assign and deliver any moneys and Bonds held by it in such capacity to its successor 
or, if there is no successor, to the Paying Agent/Registrar. 

In the event that the Board fails to appoint a Remarketing Agent hereunder, or in the event 
that the Remarketing Agent shall resign or be removed, or be dissolved, or if the property or affairs 
of the Remarketing Agent shall be taken under the control of any state or federal court or 
administrative body because ofbankruptcy or insolvency or for any other reason, and the Board shall 
not have appointed its successor as Remarketing Agent, the Paying Agent/Registrar, 
notwithstanding the provisions of the first paragraph of this Section 27 shall ipso facto be deemed 
to be the Remarketing Agent for all purposes of this Eighth Supplement until the appointment by the 
Board of the Remarketing Agent or successor Remarketing Agent, as the case may be; provided, 
however, that the Paying Agent/Registrar, in its capacity as Remarketing Agent, shall not be required 
to sell Bonds or determine the interest rates on the Bonds or to perform the duties set forth in 
Sections 3 hereof. 

Section 28. PUBLIC NOTICE. It is hereby found and determined that each of the officers 
and members of the Board was duly and sufficiently notified officially and personally, in advance, 
of the time, place, and purpose of the Meeting at which this Eighth Supplement was adopted; that 
this Eighth Supplement would be introduced and considered for adoption at said meeting; 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 Chapter 551, Texas Government Code. 
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PAS SED AND ADOPTED, this 

ATTEST: 

Executive Secretary 

(SEAL) 

Exhibit A- Definitions 
Exhibit B- Form of Bonds 
Exhibit C - Continuing Disclosure of Information 
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EXHffi!T A 
DEFINITIONS 

As used in this Eighth Supplement, the terms below defined shall be construed, are used and 
are intended to have the following meanings, unless the text hereof specifically indicates otherwise: 

"Acts" means collectively, Articles 717k and 717q, Vernon's Texas Civil Statutes, as 
amended, and Chapter 55, Texas Education Code, as amended. 

"Authorized Denominations"- shall mean (i) for Bonds in the Weekly Mode, $100,000 or 
any integral multiple thereof, and (ii) for Bonds in the Fixed Rate Mode, $5,000 or any integral 
multiple thereof. 

"Bank" - shall mean any fmancial institution executing a Liquidity Agreement. 

"Beneficial Owner, Beneficial owner, or beneficial owner" - shall mean any person who 
acquires beneficial ownership interest in a Bond held by DTC. In determining the Beneficial owner 
of any Bond, the Paying Agent/Registrar, the Remarketing Agent, and the Paying Agent may rely 
conclusively upon representations made and written information given to the Paying Agent/Registrar, 
the Remarketing Agent or the Paying Agent by DTC or its Participants with respect to any Bond held 
by DTC in which a beneficial interest is claimed. 

"Bond Owner, Bondowner, Owner, owner, Holder, bondholder, registered owner, or 
Registered Owner, or owner oft he Bonds"- when used with respect to a Bond, shall mean the person 
or entity in whose name such Bond shall be registered. 

"Bond Purchase Fund"- shall mean the Fund by that name established by Section 4 of this 
Eighth Supplement. 

"Board of Regents", "Board", or "Board" - shall mean the Board of Regents of The 
University of Texas System, or any successor thereto. 

"Business Day"- shall mean any day on which commercial banks located in Austin, Texas 
and in all of the cities in which the Principal Offices of the Paying Agent/Registrar and, while the 
Bonds are in the Weekly Mode, the Remarketing Agent are located are not required or authorized 
by law or regulation to remain closed and on which the New York Stock Exchange is not closed. 

"Board-Held Bonds"- shall mean Bonds owned by or held in the name of the Board or its 
designee or held by the Paying Agent/Registrar for the account of the Board or its designee. 

"Code" - shall mean the Internal Revenue Code of 1986, as amended. 

"Conversion or conversion"- shall mean a change from the Weekly Mode to the Fixed Rate 
Mode with respect to the Bonds. 
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"Conversion Certificate"· shall mean the certificate of the U.T. System Representative given 
pursuant to Section 3(a)(A)(2) evidencing the exercise by the Board of the option to convert the 
Bonds from the Weekly Mode to the Fixed Rate Mode. 

"Conversion Date"· shall mean the date on which the conversion from the Weekly Mode 
to the Fixed Rate Mode becomes effective. 

"Delivery or deliver"· when used with respect to Bonds held in the book-entry only system 
pursuant to Section 6 hereof, shall mean the making of or the irrevocable authorization to make 
appropriate entries on the books ofDTC or any DTC Participant or any securities broker or dealer, 
bank or trust Board that clears through or maintains a custodial relationship with a DTC Participant. 

"Delivery Date" - shall mean, with respect to a Bond tendered for purchase, the Purchase 
Date or any subsequent Business Day on which such Bond is delivered to the Paying Agent as 
provided in the Form of Bonds. 

"DTC" - shall mean The Depository Trust Board or any substitute securities depository 
appointed pursuant to this Eighth Supplement, or any nominee of either. 

"DTC Participant" • shall mean a member of, or the participant in, DTC that will act on 
behalf of a Holder. 

"Effective Date"· shall mean, with respect to a Bond in the Weekly Mode, the date on which 
a new Interest Rate Period for that Bond takes effect, which for the initial Interest Rate Period shall 
be the Issue Date and for each subsequent Interest Rate Period shall be the Wednesday on which the 
subject rate becomes effective. 

"Electronic Notice" • shall mean notice transmitted through a time-sharing terminal, by 
facsimile transmission or by telephone (promptly confirmed in writing or by facsimile transmission). 

"Eighth Supplement" • shall mean this Eighth Supplemental Resolution to the Master 
Resolution authorizing the issuance of the Bonds. 

"Final Maturity Date"· shall mean the latest date on which any of the Bonds are scheduled 
to mature as set forth in the Award Certificate. 

"Fiscal Year" • shall mean the 12-month operational period of The University of Texas 
System commencing on September 1 of each year and ending on the following August 31. 

"Fitch"· shall mean Fitch IBCA, Inc. or, if such corporation is dissolved or liquidated or 
otherwise ceases to perform securities ratings services, such other nationally recognized securities 
rating agency as may be designated in writing by the Board. 

"Fixed Rate"· shall mean a rate of interest on a Bond that is fixed for the remaining term of 
the Bond. 
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"Fixed Rate Conversion Date or Conversation Date"- shall mean with respect to the Bonds, 
the date upon which the Fixed Rate first becomes effective for the Bonds, and shall mean the Issue 
Date if the Bonds are initially delivered bearing interest at a Fixed Rate. 

"Fixed Rate Mode" - shall mean the Mode in which the interest rate on the Bonds is fixed 
from the Conversion Date until the Final Maturity Date 

"Interest Payment Date"- shall mean (i) when used with respect to Bonds accruing interest 
at Weekly Rates, the first Business day of each calendar month following a month in which interest 
at such rate has accrued; (ii) when used with respect to Bonds accruing interest at a Fixed Rate, the 
immediately succeeding February 15 or August 15 after Conversion to such Mode and thereafter 
each February 15 or August 15; and (iii) the Final Maturity Date. 

"Interest Rate Period, Rate Period or Period" - shall mean, when used with respect to any 
particular rate of interest for a Bond, the period during which such rate of interest determined for 
such Bond will remain in effect as described herein. 

"Issue Date" - shall mean the date on which the Bonds are first delivered to the initial 
purchasers against payment therefor. 

"Master Resolution" -shall mean the Master Resolution establishing the Financing System 
adopted by the Board on April12, 1990, and amended and restated on February 14, 1991, and further 
amended on October 8, 1993 and August 14, 1997. 

"Maturity Date"- shall mean the date or dates designated as such in the Award Certificate. 

"Maximum Rate"- shall mean a "net effective interest rate" (as defined and calculated in 
accordance with the provisions of Article 717k-2, Vernon's Texas Civil Statutes) of fifteen percent 
(15%) per annum. 

"Maximum Maturity Date"- shall mean August 15,2013. 

"Mode"- shall mean the period for and the manner in which the interest rates on the Bonds 
are set and includes the Weekly Mode and the Fixed Rate Mode. 

"Moody's"- shall mean Moody's Investors Service, Inc. or, if such corporation is dissolved 
or liquidated or otherwise ceases to perform securities rating services, such other nationally 
recognized securities rating agency as may be designated in writing by the Board. 

"Paying Agent/Registrar"- shall mean the entity appointed pursuant to Section 6 hereof to 
perform the duties of Paying Agent/Registrar hereunder. 

"Potential Swap Providers"- shall mean the entities identified in Section 24 with which the 
Board will enter into interest rate swap agreements. 
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"Premium"- shall mean, with respect to any amount payable on the Bonds, the amount, if any, 
by which the redemption price thereof(exclusive of interest) exceeds the principal amount thereof 
at the time such amount is payable 

"Purchase Date"- shall mean, while the Bonds are in a Weekly Mode, the date upon which 
the Bonds are required to be purchased pursuant to a mandatory or optional tender. 

"Purchase Price" - shall mean the purchase price of the Bonds pursuant to mandatory or 
optional tender as set forth in Section 2 hereof and the form of the Bonds. 

"Rating Agencies"- shall mean Fitch, S&P and/or Moody's according to which of such rating 
agencies then rates the Bonds; and provided that if none of such rating agencies then rates the Bonds, 
the term "Rating Agencies" shall refer to any national rating agency (if any) which provides such 
rating. 

"Rebate Fund"- shall mean the fund by that name established in Section 12 hereof. 

"Record Date" -shall mean (i) with respect to the Bonds while in the Weekly Mode, the close 
of business on the Business Day preceding an Interest Payment Date; and (ii) with respect to the 
Bonds while in the Fixed Rate Mode, the last Business Day of the calendar month immediately 
preceding any Interest Payment Date or, in the case of an Interest Payment Date which shall not be 
at least 15 days after the first day of a Fixed Rate Period, the first day of such Fixed Rate Period. 

"Registration Books" or "Bond Registrar" -shall mean the books or records relating to the 
registration, payment, and transfer or exchange of the Bonds maintained by the Paying Agent/Bonds 
pursuant to Section 6. 

"Remarketing Agent" - shall mean the initial and any successor remarketing agent appointed 
in accordance with Section 26 hereof. Principal Office of the Rernarketing Agent shall mean the 
office thereof designated in writing to the Paying Agent/Registrar. 

"Remarketing Agreement"- shall mean any remarketing agreement executed by the Board 
and the Remarketing Agent pursuant to Section 26 hereof. 

"Remarketing Proceeds" - shall mean proceeds from the sale of the Bonds by the 
Remarketing Agent other than to the Board. 

"Standard & Poor's"- shall mean Standard & Poor's Corporation or, if such corporation is 
dissolved or liquidated or otherwise ceases to perform securities rating services, such other nationally 
recognized securities rating agency as may be designated in writing by the Board. 

"Special Record Date" - shall mean the date designated as such by the Paying 
Agent/Registrar as provided in the Form of Bond in connection with the payment of defaulted 
interest on the Bonds. 

laJIWI!}' 11, 1999 A-4 

BAAC -46 



"Tendered Bond'- shall mean any Bond tendered or deemed tendered for purchase pursuant 
to the provisions hereof. 

"U T. System Representative" - shall mean one or more of the following officers or 
employees of The University of Texas System, to-wit: the Chancellor, the Executive Vice 
Chancellor for Business Affairs, the Assistant Vice Chancellor for Finance, and the Director of 
Finance, or such other officer or employee of The University of Texas System authorized by the 
Board to act as a U.T. System Representative. 

"Undelivered Bonds" - shall mean Bonds which are deemed to have been tendered as 
provided in the form of the Bonds. 

"Underwriter" - shall mean the initial underwriter of the Bonds, named in the Award 
Certificate. 

"Weekly Mode"- shall mean the Mode in which the interest rate on the Bonds is set at the 
Weekly Rate. 

"Weekly Rate"- shall mean the rate of interest that is set on the Bonds while they are in the 
Weekly Mode. 
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EXHIBITB 
FORM OF BONDS 

THE FOLLOWING TWO BRACKETED PARAGRAPHS ARE TO BE DELETED IF BOND IS 
NOT BOOK ENTRY ONLY: 

[Unless this Bond is presented by an authorized repres~ntative of The Depository Trust 
Board, a New York corporation ("DTC") to the Board or its agent for registration of transfer, 
exchange, or payment, and any Bond issued is registered in the name of Cede & Co. or in such other 
name as is requested by an authorized representative ofDTC (and any payment is made to Cede & 
Co. or to such other entity as is requested by an authorized representative of DTC), ANY 
TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO 
ANY PERSON IS WRONGFUL inasmuch as the registered owner hereof, Cede & Co., has an 
interest herein. 

As provided in the Eighth Supplement referred to herein, until the termination of the system 
of book-entry-only transfers through DTC, and notwithstanding any other provision of the Eighth 
Supplementto the contrary, this Bond may be transferred, in whole but not in part, only to a nominee 
of DTC, or by a nominee of DTC to DTC or a nominee of DTC; or by DTC or a nominee of DTC 
to any successor securities depository or any nominee thereof.] 

THIS BOND IS SUBJECT TO MANDA TORY TENDER FOR PURCHASE AT THE TIME AND 
IN THE MANNER HEREINAFTER DESCRIBED AND MUST BE SO TENDERED OR WILL 
BE DEEMED TO HAVE BEEN SO TENDERED UNDER CERTAIN CIRCUMSTANCES AS 
DESCRIBED HEREIN. 

UNITED STATES OF AMERICA 
STATE OF TEXAS 

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM 
REVENUE FINANCING SYSTEM REFUNDING BONDS 

SERIES 2001 

Maturity Date: ------- CUSIP ____ _ 

Dated Date:--------

Issue Date: 

Registered Owner: 

Principal Amount: $. ___ _ 

Mode:--------
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ANY BONDHOLDER WHO FAILS TO DELNER A BOND FOR PURCHASE AT THE 
TIMES AND AT THE PLACE REQUIRED HEREIN SHALL HAVE NO r-TJRTHER 
RIGHTS HEREUNDER EXCEPT THE RIGHT TO RECENE THE PURCHASE PRICE 
HEREOF UPON DELNERY FOR THIS BOND TO THE PAYING AGENT/REGISTRAR, 
AND SHALL HOLD THIS BOND AS AGENT FOR THE PAYING AGENT/REGISTRAR. 

ON THE MATURITY DATE specified above, the BOARD OF REGENTS OF THE 
UNNERSITY OF TEXAS SYSTEM (the "Board"), being an agency and political subdivision 
of the State of Texas, hereby promises to pay to the Registered Owner specified above or the 
registered assignee hereof (either being hereinafter called the "registered owner") the principal 
amount specified above and to pay interest thereon at the rate determined as herein provided 
from the most recent Interest Payment Date (hereinafter defined) to which interest has been 
paid or duly provided for, or if no interest has been paid or duly provided for, from the Issue 
Date, such payments of interest to be made on each Interest Payment Date until the principal 
or redemption price herwfhas been paid or duly provided for as aforesaid. The principal of, 
premium, if any, and interest on, and Purchase Price of, this Bond are payable in lawful money 
of the United States of America. 

The principal or redemption price of this Bond (or of a portion of this Bond, in the case 
of a partial redemption) is payable to the Registered Owner hereof in immediately available 
funds upon presentation and surrender hereof at the Principal Office of the Paying 
Agent/Registrar or its successor, as paying agent, under the Eighth Supplemental Resolution 
to the Master Resolution adopted by Board on February II, 1999, authorizing the issuance of 
the Bonds (the "Eighth Supplement"). The Eighth Supplement and the Master Resolution 
Establishing The University of Texas System Revenue Financing System are hereinafter 
collectively referred to as the "Bond Resolution". All payments of interest on Bonds accruing 
interest at Fixed Rates shall be paid to the Registered Owner hereof whose name appears in 
the Bond Register kept by the Paying Agent/Registrar as of the close of business on the 
applicable Record Date or Special Record Date (hereinafter defmed) by check mailed on the 
Interest Payment Date, provided that any Registered Owner of$1 ,000,000 or more in aggregate 
principal amount of the Bonds may, upon written request given to the Paying Agent/Registrar 
at least five Business Days prior to an Interest Payment Date designating an account in a 
domestic bank, be paid by wire transfer of immediately available funds. All payments of 
interest on Bonds accruing interest at Weekly Rates shall be paid to the Registered Owner 
hereof whose name appears in the Registration Books kept by the Paying Agent/Registrar as 
of the close of business on the applicable Record Date or Special Record Date in immediately 
available funds by wire transfer to a bank within the continental United States or deposited to 
a designated account if such account is maintained with the Paying Agent as directed by the 
Registered Owner in writing or as otherwise directed in writing by the Registered Owner prior 
to the time of payment with respect to Bonds accruing interest at a Weekly Rate. The Record 
Date for any Interest Payment Date shall be the close of business on the Business Day 
immediately preceding the Interest Payment Date, except that, while this Bond accrues interest 
at the Fixed Rates (as described herein), the Record Date shall be the close ofbusiness on the 
last Business Day of the calendar month immediately preceding such Interest Payment Date. 
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Any interest on any Bond which is payable, but is not punctually paid or provided for, on any 
Interest Payment Date and within any applicable grace period (herein called "Defaulted 
Interest") shall forthwith cease to be payable to the Registered Owner hereof on the relevant 
Record Date by virtue ofhaving been such Registered Owner, and such Defaulted Interest shall 
be paid to the person in whose name this Bond is registered at the close of business on a 
Special Record Date to be fixed by the Paying Agent/Registrar, such date (the "Special Record 
Date") to be no more than 15 nor fewer than 10 days prior to the date of proposed payment. 
This Bond shall bear interest on any overdue principal amount and, to the extent permitted by 
law, on overdue interest at the applicable interest rate in effect on the date which such principal 
and interest became due and payable. This Bond is registered as to both principal and interest 
in the Bond Register kept by the Paying Agent/Registrar and may be transferred or exchanged, 
subject to the further conditions specified in the Bond Resolution, only upon surrender hereof 
at the office of the Paying Agent/Registrar. This Bond is payable solely from the sources 
hereinafter mentioned. 

The Board covenants with the registered owner of this Bond that on or before each 
principal payment date, Interest Payment Date, and Purchase Date for this Bond it will make 
available to the Paying Agent/Registrar, the amounts required to provide for the payment, in 
immediately available funds, of all principal of, interest on, and Purchase Price of the Bonds, 
when due. Notwithstanding the foregoing, during any period in which ownership of the Bonds 
is determined by a book entry at a securities depository for the Bonds, payments made to the 
securities depository, or its nominee, shall be made in accordance with arrangements between 
the Board and the securities depository. 

CAPITALIZED TERMS NOT OTHERWISE DEFINED HEREIN SHALL HAVE 
THE MEANINGS SPECIFIED THEREFOR IN THE BOND RESOLUTION. 

FOR SO LONG AS THIS BOND IS HELD IN BOOK-ENTRY FORM REGISTERED 
IN THE NAME OF CEDE & CO. ON THE REGISTRATION BOOKS OF THE BOARD 
KEPT BY THE PAYING AGENT/REGISTRAR, AS BOND REGISTRAR, THIS BOND, IF 
CALLED FOR PARTIAL REDEMPTION IN ACCORDANCE WITH THE BOND 
RESOLUTION, SHALL BECOME DUE AND PAY ABLE ON THE REDEMPTION DATE 
DESIGNATED IN THE NOTICE OF REDEMPTION GIVEN IN ACCORDANCE WITH 
THE BOND RESOLUTION AT, AND ONLY TO THE EXTENT OF, THE REDEMPTION 
PRICE, PLUS ACCRUED INTEREST TO THE SPECIFIED REDEMPTION DATE; AND 
THIS BOND SHALL BE PAID, TO THE EXTENT SO REDEEMED, (i) UPON 
PRESENTATION AND SURRENDER THEREOF AT THE OFFICE SPECIFIED IN SUCH 
NOTICEOR(ii)ATTHEWRITTENREQUESTOFCEDE&CO.,BYCHECKORDRAFT 
MAILED TO CEDE & CO. BY THE PAYING AGENT/REGISTRAR OR BY WIRE 
TRANSFER TO CEDE & CO. BY THE PAYING AGENT/REGISTRAR IF CEDE & CO. 
AS BONDOWNER SO ELECTS. IF, ON THE REDEMPTION DATE, MONEYS FOR THE 
REDEMPTION OF BONDS TO BE REDEEMED, TOGETHER WITH INTEREST TO THE 
REDEMPTIONDATE,SHALLBEHELDBYTHEPAYINGAGENT/REGISTRARSOAS 
TO BE AVAILABLE THEREFOR ON SUCH DATE, AND AFTER NOTICE OF 
REDEMPTION SHALL HAVE BEEN GIVEN IN ACCORDANCE WITH THE BOND 
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RESOLUTION, THEN, FROM AND AFTER THE REDEMPTION DATE, THE 
AGGREGATE PRINCIPAL AMOUNT OF THIS BOND SHALL BE IMMEDIATELY 
REDUCED BY AN AMOUNT EQUAL TO THE AGGREGATE PRINCIPAL AMOUNT 
THEREOF SO REDEEMED, NOTWITHSTANDING WHETHER THIS BOND HAS BEEN 
SURRENDERED TO THE PAYING AGENT/REGISTRAR FOR CANCELLATION. 

Interest on the Bonds 

1be Bonds shall accrue interest at interest rates and for Interest Rate Periods as 
determined in accordance with the applicable provisions of the Eighth Supplement. The Bonds 
will be subject to conversion as herein provided. The amount of interest so payable on any 
Interest Payment Date shall be computed (i) on the basis of a 365- or 366-day year as 
applicable for the number of days actually elapsed based upon the calendar year in which the 
Rate Period commences for Bonds in the Weeldy Mode and (ii) on the basis of a 360-day year 
of twelve 30-day months for Bonds in the Fixed Rate Mode. 

At the option of the Board and subject to certain conditions provided for in the Eighth 
Supplement, all of the Bonds may be converted from the Weekly Mode to the Fixed Rate 
Mode. If the conditions to conversion are not met as provided in the Eighth Supplement, the 
Bonds to have been converted shall become subject to mandatory tender as described herein 
and in the Eighth Supplement and the Mode for such Bonds shall remain in the Weekly Mode. 

Each determination and redetermination of interest rates and Interest Rate Periods shall 
be conclusive and binding on the Board, the Paying Agent/Registrar, and the Bondowners. In 
the event of the failure by the Remarketing Agent to determine an interest rate, or any such 
determination is void or unenforceable, the rate borne by the Bonds shall be the interest rate 
in effect on the immediately preceding day. Any Bondowner may ascertain the rate of interest 
on its Bond or Bonds, at any time by contacting the Paying Agent/Registrar or the Remarketing 
Agent. 

The following terms are defmed as follows: 

"Business Day"- shall mean any day on which commercial banks located in Austin, 
Texas and in all of the cities in which the Principal Offices of the Paying Agent/Registrar and, 
while the Bonds are in the Weekly Mode, the Remarketing Agent are located are not required 
or authorized by law or regulation to remain closed and on which the New York Stock 
Exchange is not closed. 

"Conversion Date"- shall mean the date on which the conversion from the Weekly 
Rate to the Fixed Rate Mode becomes effective. 

"Effective Date"- shall mean, with respect to a Bond in the Weekly Mode, the date on 
which a new Interest Rate Period for that Bond takes effect. 
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"Electronic Notice"- shall mean notice transmitted through a time-sharing terminal, 
by facsimile transmission or by telephone (promptly confirmed in writing or by facsimile 
transmission) 

"Interest Payment Date"- shall mean (i) when used with respect to Bonds accruing 
interest at Weekly Rates, the frrst Business day of each calendar month following a month in 
which interest at such rate has accrued; (ii) when used with respect to Bonds accruing interest 
at a Fixed Rate, the immediately succeeding February 15 or August 15 after Conversion to 
such Mode and thereafter each February 15 or August 15; and (iii) the Final Maturity Date. 

"Interest Rate Period," "Rate Period," or "Period" - shall mean, when used with 
respect to any particular rate of interest for a Bond in the Weekly Mode, the period during 
which such rate of interest determined for such Bond will remain in effect as described herein. 

"Mode" - shall mean the period for and the manner in which the interest rates on the 
Bonds are set and includes the Weekly Mode and the Fixed Rate Mode. 

"Premium"- shall mean, with respect to any amount payable on the Bonds, the amount, 
if any, by which the redemption price thereof (exclusive of interest) exceeds the principal 
amount thereof at the time such amount is payable. 

"Principal Office" - shall mean the business address designated as a principal office 
pursuantto the Eighth Supplement. In the case of the initial Paying Agent/Registrar, "Principal 
Office" refers to its principal corporate trust office in The City of New York, New York. 

"Purchase Date" - shall mean the date on which this Bond shall be required to be 
purchased pursuant to a mandatory or optional tender in accordance with the provisions hereof. 

"Purchase Price"- shall mean the purchase price of the Bonds pursuant to mandatory 
or optional tender as set forth herein. 

"Record Date"- shall mean (i) with respect to the Bonds while in the Weekly Mode, 
the close of business on the Business Day preceding an Interest Payment Date; and (ii) with 
respect to the Bonds while in the Fixed Rate Mode, the last Business Day of the calendar 
month immediately preceding any Interest Payment Date or, in the case of an Interest Payment 
Date which shall not be at least 15 days after the first day of a Fixed Rate Period, the frrst day 
of such Fixed Rate Period. 

Weekly Rate 

While the Bonds accrue interest at a Weekly Rate, the rate of interest on the Bonds will 
be determined weekly by the Remarketing Agent in accordance with the Eighth Supplement 
to be effective for a seven day period commencing on Wednesday of the week of such 
determination. (The length of the period and the last day of the period may vary in the event 
of a conversion from a Weekly Rate.) 
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Fixed Rate 

If initially issued at a Fixed Rate, or upon conversion to a Fixed Rate, this Bond shall 
bear interest to the Maturity Date set forth above at a fixed rate of interest determined by the 
Remarketing Agent in accordance with the Eighth Supplement. 

Authorized Denominations 

Bonds which accrue interest a Weekly Rate will be issued in denominations of 
$1 00,000 or any integral multiple thereof. Bonds which accrue interest at a Fixed Rate will 
be issued in the denomination of $5,000 or any integral multiple thereof. 

Optional Tenders 

While this Bond accrues interest at a Weekly Rate, the Registered Owner of this Bond 
bas the right to tender this Bond for purchase at the principal amount hereof plus accrued 
interest on any Business Day upon written or Electronic Notice to the Paying Agent/Registrar 
on a Business Day not fewer than seven days prior to the Purchase Date. 

As long as the book-entry system is in effect, the Beneficial Owner of a Bond may 
demand purchase of the Bond (or portion thereof in Authorized Denominations) owned by it 
by providing notice as provided above through the Beneficial Owner's DTC Participant; 
provided such notice shall be given by II :00 a.m., New York City time, on the date such 
notice is required to be given. If the book-entry system is not in effect, the registered owner 
of this Bond may demand purchase of this Bond (or portion thereof in Authorized 
Denominations) by providing notice to the Paying Agent/Registrar as provided above and 
delivering this Bond to the Paying Agent/Registrar at its Principal Office. 

If the Registered Owner of a Bond bas elected to tender such Bond for purchase, such 
Registered Owner shall be deemed to have agreed irrevocably to sell such Bond to any 
purchaser determined in accordance with the provisions of the Eighth Supplement on the date 
fixed for purchase at the Purchase Price and any Bond not delivered shall be deemed tendered 
(an "Undelivered Bond") and shall cease to be outstanding under the Bond Resolution and no 
further interest shall accrue as of the Purchase Date. Notice of tender of a Bond is irrevocable. 
All notices of tender of Bonds shall be made to the Paying Agent/Registrar in writing or by 
Electronic Notice at its Principal Office in substantially the form as provided in the Form of 
Bondholder's Election Notice for Bonds Subject to Optional Tender attached hereto or such 
other form of notice satisfactory to the Paying Agent/Registrar which sets forth the principal 
amount of Bonds to be purchased, the purchase date on which such Bonds shall be purchased, 
the name, address, and taxpayer identification number of the Registered Owner and the 
payment instructions for the Purchase Price. All deliveries of tendered Bonds, including 
deliveries of Bond subject to mandatory tender, shall be made to the Paying Agent/Registrar 
at its Principal Office. 
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Mandatory Tenders 
This Bond is subject to mandatory tender on the effective date of a change from the 

Weekly Mode to the Fixed Rate Mode at a Purchase Price equal to the principal amount 
thereof plus accrued interest; provided that, if the Purchase Date pursuant to such tender is an 
Interest Payment Date, accrued interest shall be paid separately and not as part of the Purchase 
Price on such date. From and after the Effective Date of the Fixed Rate Mode, no further 
interest shall be payable to the registered owner hereof for the preceding Interest Rate Period, 
provided that there are sufficient funds available on the Effective Date to pay the Purchase 
Price. Any Bond not delivered to the Paying Agent/Registrar shall constitute an Undelivered 
Bond and shall not be considered Outstanding under the Bond Resolution on the Purchase 
Date. 

Payment of Purchase Price 

The Purchase Price for Bonds is payable by wire or bank transfer within the continental 
United States in immediately available funds from the Paying Agent/Registrar to the 
Registered Owner. If on any date this Bond is subject to mandatory tender for purchase or is 
required to be purchased at the election of the Registered Owner, payment of the Purchase 
Price of this Bond to such Registered Owner shall be made on the Purchase Date if delivery 
of this Bond is made prior to II :00 a.m., New York City time, on the Purchase Date or on such 
later Business Day upon which delivery of this Bond is made prior to II :00 a.m., New York 
City time. 

BY ACCEPTANCE OF THIS BOND, THE REGISTERED OWNER HEREOF 
AGREES THAT THIS BOND WILL BE PURCHASED, WHETHER OR NOT SURREN
DERED, ON THE PURCHASE DATE AS DESCRIBED ABOVE. IN SUCH EVENT, THE 
REGISTERED OWNER OF THIS BOND SHALL NOT BE ENTITLED TO RECEIVE ANY 
FURTHER INTEREST HEREON, SHALL HAVE NO FURTHER RIGHTS UNDER THIS 
BOND OR THE BOND RESOLUTION EXCEPT TO RECEIVE PAYMENT OF THE 
PURCHASE PRICE HELD THEREFOR, AND SHALL THEREAFTER HOLD THIS BOND 
AS AGENT FOR THE PAYING AGENT/REGISTRAR. 

The initial Remarketing Agent under the Eighth Supplement is . The 
Remarketing Agent may be changed at any time in accordance with the Eighth Supplement. 

Written Notice of Mode or Interest Rate Period Change 

The Paying Agent/Registrar shall give notice, by first class mail, to the Registered 
Owners of all Bonds of the proposed conversion from the Weekly Mode to the Fixed Rate 
Mode, at least Fifteen (IS) days, before the proposed Conversion Date. 

Interest Payment Dates 

While this Bond accrues interest at a Weekly Rate, interest is payable on the first 
Business Day of each calendar month following a month in which interest at such rate has 
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accrued. While this Bond accrues interest at a Fixed Rate, interest is payable on the 
immediately succeeding February 15 or August 15 after Conversion to the Fixed Rate Mode 
and thereafter on each February 15 and August 15. 

Optional Redemption 

The Bonds are subject to optional redemption as follows: 
(A) During the Weekly Mode, the Bonds shall be subject to redemption 

prior to maturity at the option of the Board upon written notice to the Paying 
Agent/Registrar at least fifteen ( 15) days prior to the redemption date, which notice 
shall specify the principal amount of Bonds to be redeemed and the redemption date, 
in whole on any Business Day or in part (and if in part in an Authorized 
Denomination) on any Interest Payment Date, at a redemption price equal to the 
principal amount thereof plus accrued interest thereon to the redemption date. 

(B) During the Fixed Rate Mode, the Bonds shall be subject to redemption 
prior to maturity at the option of the Board upon written notice to the Paying 
Agent/Registrar at least 45 days prior to the redemption date, which notice shall 
specify the principal amount of Bonds to be redeemed and the redemption date, in 
whole on or in part any Business Day (and if in part in an Authorized Denomination) 
after the Commencement of Redemption Period described below, at the redemption 
price equal to the principal amount of the Bonds called for redemption plus accrued 
interest to the date fixed for redemption: 

LENGTH OF 
INTEREST 

RATE PERIOD 

greater than or equal to 10 
years 

less than 10 years 

COMMENCEMENT OF 
REDEMPTION PERIOD 

1 0 years from the 
commencement of Interest 
Rate Period 

No call 

REDEMPTION PRICES 

100% 

NIA 

The optional redemption dates and redemption prices set forth above may be changed as 
provided in the Eighth Supplement, provided that any alternate redemption schedule shall be 
accompanied by a Favorable Opinion. Notwithstanding the foregoing, if all of the Bonds to 
be redeemed are subject to mandatory tender on the redemption date, the Board is required to 
give its written notice to the Paying Agent/Registrar no less than 10 days prior to the 
redemption date. 

AT LEAST ten ( 1 0) days prior to the date fixed for the redemption of Bonds or 
portions thereof in the Weekly Mode and at least thirty (30) days prior to the date fixed for the 
redemption of Bonds or portions thereof in the Fixed Rate Mode, a written notice of such 
redemption shall be published once in a financial publication, journal, or report of general 
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circulation among securities dealers in The City of New York, New York (including, but not 
limited to, The Bond Buyer and The Wall Street Journal), or in the State of Texas (including, 
but not limited to, The Texas Bond Reporter). Such notice also shall be sent by the Paying 
Agent/Registrar by United States mail, first-class postage prepaid, not less than 30 days prior 
to the date fixed for any such redemption, to the registered owner of each Bond to be redeemed 
at its address as it appeared on the 45th day prior to such redemption date; provided, however, 
that the failure to send, mail, or receive such notice, or any defect therein or in the sending or 
mailing thereof, shall not affect the validity or effectiveness of the proceedings for the 
redemption of any Bond, and it is hereby specifically provided that the publication of such 
notice as required above shall be the only notice actually required in connection with or as a 
prerequisite to the redemption of any Bonds or portions thereof. By the date fixed for any such 
redemption due provision shall be made with the Paying Agent/Registrar for the payment of 
the required redemption price for the Bonds or portions thereof which are to be so redeemec\. 
If such written notice of redemption is published and if due provision for such payment is 
made, all as provided above, the Bonds or portions thereof which are to be so redeemed 
thereby automatically shall be treated as redeemed prior to their scheduled maturities, and they 
shall not bear interest after the date fixed for redemption, and they shall not be regarded as 
being outstanding except for the right of the registered owner to receive the redemption price 
from the Paying Agent/Registrar out of the funds provided for such payment. If a portion of 
any Bond shall be redeemed, a substitute Bond or Bonds having the same maturity date, 
bearing interest at the same rate, payable in the same manner, in any authorized denomination 
at the written request of the registered owner, and in aggregate principal amount equal to the 
unredeemed portion thereof, will be issued to the registered owner upon the surrender thereof 
for cancellation, at the expense of the Board, all as provided in the Bond Resolution. 

Notwithstanding the provisions of the foregoing paragraph, no notice of redemption 
is required to be given to the owner of any Bond which is subject to mandatory tender on the 
date fixed for redemption. 

If at the time of mailing of notice of any optional redemption in connection with a 
refunding of the Bonds, the Board shall not have deposited with the Paying Agent/Registrar 
moneys sufficient to redeem all of the Bonds called for redemption, such notice may state that 
it is conditional in that it is subject to the deposit of the proceeds of refunding bonds with the 
Paying Agent/Registrar not later than the redemption date, and such notice shall be of no effect 
unless such moneys are so deposited. 

This Bond is one of a Series of bonds authorized in the aggregate principal amount of 
$ pursuant to Bond Resolution for the purpose of refunding $80,530,000, in 
aggregate principal amount of the Board of Regents of The University of Texas System 
Revenue Financing System Bonds, Series 1991A and Series 1991B and paying the costs 
related thereto. 

TillS BOND OR ANY PORTION OR PORTIONS HEREOF IN ANY AUTHORIZED 
DENOMINATION may be assigned and shall be transferred only in the Registration Books 
of the Board kept by the Paying Agent/Registrar acting in the capacity of registrar for the 
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Bonds, upon the terms and conditions set forth in the Bond Resolution. Among other 
requirements for such assignment and transfer, this Bond must be presented and surrendered 
to the Paying Agent/Registrar, together with proper instruments of assignment, in form and 
with guarantee of signatures satisfactory to the Paying Agent/Registrar, evidencing assignment 
of this Bond or any portion or portions hereof in any authorized denomination to the assignee 
or assignees in whose name or names this Bond or any such portion or portions hereof is or are 
to be transferred and registered. The form of Assignment printed or endorsed on this Bond 
shall be executed by the registered owner or its duly authorized attorney or representative, to 
evidence the assignment hereof. A new Bond or Bonds payable to such assignee or assignees 
(which then will be the new registered owner or owners of such new Bond or Bonds), or to the 
previous registered owner in the case of the assignment and transfer of only a portion of this 
Bond, may be delivered by the Paying Agent/Registrar in exchange for this Bond, all in the 
form and manner as provided in the next paragraph hereof for the exchange of other Bonds. 
The Board shall pay the Paying Agent/Registrar's fees and charges, if any, for making such 
transfer or exchange as provided below, but the one requesting such transfer or exchange shall 
pay any taxes or other governmental charges required to be paid with respect thereto. While 
the Bonds are in the Fixed Rate Mode, the Paying Agent/Registrar shall not be required to 
make transfers of registration or exchange of this Bond or any portion hereof (i) during the 
period commencing with the close of business on any Record Date and ending with the 
opening of business on the next following principal or interest payment date, or, (ii) with 
respect to any Bond or any portion thereof called for redemption prior to maturity, within 45 
days prior to its redemption date. The registered owner of this Bond shall be deemed and 
treated by the Board and the Paying Agent/Registrar as the absolute owner hereof for all 
purposes, including payment and discharge of liability upon this Bond to the extent of such 
payment, and, to the extent permitted by law, the Board and the Paying Agent/Registrar shall 
not be affected by any notice to the contrary. 

ALL BONDS OF TinS SERIES are issuable solely as fully registered bonds, without 
interest coupons, in the denomination of$1 00,000 or any integral thereof with respect to bonds 
in the Weekly Mode and in the denomination of any integral multiple of$5,000, with respect 
to bonds in the Fixed Rate Mode. As provided in the Bond Resolution, this Bond, or any 
unredeemed portion hereof, may, at the request of the registered owner or the assignee or 
assignees hereof, be exchanged for a like aggregate principal amount of fully registered bonds, 
without interest coupons, payable to the appropriate registered owner, assignee, or assignees, 
as the case may be, having the same maturity date, in the same form, and bearing interest at the 
same rate, in any authorized denomination as requested in writing by the appropriate registered 
owner, assignee, or assignees, as the case may be, upon surrender of this Bond to the Paying 
Agent/Registrar for cancellation, all in accordance with the form and procedures set forth in 
the Bond Resolution. 

WHENEVER the beneficial ownership of this Bond is determined by a book entry at 
a securities depository for the Bonds, the foregoing requirements of holding, delivering, or 
transferring this Bond shall be modified to require the appropriate person or entity to meet the 
requirements of the securities depository as to registering or transferring the book entry to 
produce the same effect. 
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IN THE EVENT any Paying Agent/Registrar for the Bonds is changed by the Board, 
resigns, or otheiWise ceases to act as such, the Board has covenanted in the Bond Resolution 
that it promptly will appoint a competent and legally qualified substitute therefor, and promptly 
will cause written notice thereofto be mailed to the registered owners of the Bonds. 

IT IS HEREBY certified, recited, and covenanted that this Bond has been duly and 
validly authorized, issued, and delivered; that all acts, conditions, and things required or proper 
to be performed, exist, and be done precedent to or in the authorization, issuance, and delivery 
of this Bond have been performed, existed, and been done in accordance with law; that the 
Series of Bonds of which this Bond is one constitute Parity Debt under the Master Resolution; 
and that the interest on, principal of, and Purchase Price of this Bond, together with the other 
Bonds of this Series and the other outstanding Parity Debt are equally and ratably secured by 
and payable from a lien on and pledge of the Pledged Revenues, subject only to the provisions 
of the Prior Encumbered Obligations. 

THE -Board has reserved the right, subject to the restrictions referred to in the Bond 
Resolution, (i) to issue additional Parity Debt which also may be secured by and made payable 
from a lien on and pledge of the aforesaid Pledged Revenues, in the same manner and to the 
same extent as this Bond, and (ii) to amend the provisions of the Bond Resolution under the 
conditions provided in the Bond Resolution. 

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

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

January 11 ' 1999 B-11 

BAAC- 58 



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

Executive Secretary, Board of Regents 
of The University of Texas System 

Chairman, Board of Regents 
of The University of Texas System 

(BOARD SEAL) 

Principal 
Amount 

(FORM OF BONDOWNER'S ELECTION NOTICE FOR BONDS 
SUBJECT TO OPTIONAL TENDER) 

(to be used only in connection with Bonds 
subject to optional tender) 

Board of Regents of the University of Texas System 
Revenue Financing System Refunding Bonds, 

Series 2001 

Principal Amount 
Purchase Date CUSIP Tendered for Purchase Bond Numbers 

The undersigned hereby certifies that it is the Registered Owner or the Beneficial 
Owner (as described below) of the Bonds described above (the "Tendered Bonds"), all of 
which are in the Weekly Mode, and hereby agrees that the delivery of this instrument of 
transfer to the Paying Agent/Registrar constitutes an irrevocable offer to sell the Tendered 
Bonds to the Board or its designee on the Purchase Date, which shall be a Business Day at least 
____ (____)calendar days following delivery of this instrument, at a purchase price 
equal to the unpaid principal balance thereof plus accrued and unpaid interest thereon to the 
Purchase Date (the "Purchase Price") provided that if the Purchase Date is an Interest Payment 
Date, it is recognized that accrued interest will be paid separately and not as part of the 
Purchase Price on such date. The undersigned acknowledges and agrees that this election 
notice is irrevocable and that the undersigned will have no further rights with respect to the 
Tendered Bonds, except payment, upon presentation and surrender, of the Purchase Price by 
wire or bank transfer within the continental United States from the Paying Agent/Registrar, at 
its address shown on the registration books of the Paying Agent/Registrar (i) on the Purchase 
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Date if the Tendered Bonds shall have been delivered to the Paying Agent prior to 11 :00 A.M., 
New York City time, or (ii) on any Delivery Date subsequent to the Purchase Date on which 
Tendered Bonds are delivered to the Paying Agent by II :00 A.M., New York time. 

Except as otherwise indicated herein and unless the context otherwise requires, the 
terms used herein shall have the meanings set forth in the Eighth Supplemental Resolution 
adopted by the Board of Regents of the University of Texas System (the "Board") authorizing 
the issuance of the Bonds and the Paying Agent/Registrar Agreement Between the Board and 
---------' as Paying Agent/Registrar, relating to the Bonds. 

Date:-------------
Signature(s) 

(Street City State Zip) 

IMPORTANT: The above signature(s) must correspond with the name(s) as set forth on the 
face of the Tendered Bond( s) with respect to which this Bondowner's Election Notice is being 
delivered without any change whatsoever. If this notice is signed by a person other than the 
Registered Owner of any Tendered Bond( s ), the Tendered Bond( s) must be either endorsed on 
the Assignment appearing on each Bond or accompanied by appropriate Bond powers, in each 
case signed exactly as the name or names of the Registered Owner or owners appear on the 
Bond Register. The method of presenting this notice to the Paying Agent/Registrar is the 
choice of the person making such presentation. If it is made by mail, it should be by registered 
mail with return receipt requested. 
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(FORM OF AFFIDAVIT) 

AFFIDAVIT 

State of:------:-------
Parish!County of _____ _ 

Before Me, the undersigned authority, duly commissioned and qualified within and for 
the State and Parish/County aforesaid, personally came and appeared 

who being by me first duly sworn, deposed and said that he/she is the owner of the following 
Board of Regents of The University of Texas System Revenue Financing System Refunding 
Bonds, Series 2001. 

Principal Amount CUSIP Maturity Date 

Sworn to and subscribed before me this ___ day of ______ _, __ _ 

Notary Public 

(FORM OF ASSIGNMENT) 

ASSIGNMENT 

The following abbreviations, when used in the inscription on the face of this Bond, 
shall be construed as though they were written out in full according to applicable laws or 
regulations: 

TENCOM-
TENENT-
JTTEN --

January 11. 1999 

as tenants in common 
as tenants by the entireties 
as joint tenants with right 
of survivorship and not as 
tenants in common 
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UNIF GIFT MIN ACT--

Custodian 
(Cust) --::(Mino:-::-. --:r) 

under Uniform Gifts to 

Minors Act--:::--:--
(State) 



Additional abbreviations may also be used though not in the above list. 

FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto 

Please insert Social Security or 
Other Identification Number of Assignee 

!_________________________! 

(Name and Address of Assignee) 

the within Bond and does hereby irrevocably constitutes and appoints::-::--:----:--:--:---:-
to transfer said Bond on the books kept for registration thereof with full power of substitution 
in the premises. 

Dated:--------

Signature Guaranteed: 

NOTICE: The signature to this assignment must correspond with the name as it appears upon 
the face of the within Bond in every particular, without alteration or enlargement or any change 
whatever; and 

NOTICE: Signature(s) must be guaranteed by the Securities Transfer Association signature 
guarantee program. 

(FORM OF PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE) 

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE 

It is hereby certified that this Bond has been issued under the provisions of the Bond 
Resolution described in this Bond; and that this Bond has been issued in conversion of and 
exchange for or replacement of a bond, bonds, or a portion of a bond or bonds of an issue 
which originally was approved by the Attorney General of the State of Texas and registered 
by the Comptroller of Public Accounts of the State of Texas. 
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Dated: 

Paying Agent/Registrar 

Authorized Representative 

(FORM OF REGISTRATION CERTIFICATE OF 
COMPTROLLER OF PUBLIC ACCOUNTS TO BE USED IF 

THE BONDS ARE TO BE SO REGISTERED) 
COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO. 

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

Witness my signature and seal this 

(COMPTROLLER'S SEAL) 
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EXHIBIT C 

CONTINUING DISCLOSURE OF INFORMATION 

Accounting Principles 

The financial statements of The University of Texas System will be prepared in 
accordance with the Texas Comptroller of Public Accounts' Annual Financial Reporting 
Requirements, and follow to the extent practical, the AICP A Industry Audit Guide Audits of 
Colleges and Universities. 1973. as amended by AICPA Statement of Position (SOP) 74-8. 
Financial Accounting and Reporting by Colleges and Universities, or such other accounting 
principles as the Board may be required to employ from time to time pursuant to state law or 
regulation. 
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ESCROW AGREEMENT 

Refunding Bonds, Series 2001_. 

THIS ESCROW AGREEMENT, dated as of (herein, together with 
any amendments or supplements hereto, called the "Agreement") is entered into by and between 
the Board of Regents of The University of Texas System (herein called the "Issuer") and Chase 
Bank of Texas, N.A. as escrow agent (herein, together with any successor in such capacity, 
called the "Escrow Agent"). The addresses of the Issuer and the Escrow Agent are shown on 
Exhibit "A" attached hereto and made a part hereof. 

WIT N E S S E T H: 

WHEREAS, the Issuer heretofore issued and there presently remain outstanding the 
obligations (the "Refunded Obligations") described in the Verification Report of 
=--:,..,-,:--:::::-::-----:~ (the "Report") relating to the Refunded Obligations, attached hereto as 
Exhibit "B" and made a part hereof; and 

WHEREAS, the Refunded Obligations are scheduled to mature in such years, bear 
interest at such rates, and be payable at such times and in such amounts as are set forth in the 
Report; and 

WHEREAS, when firm banking arrangements have been made for the payment of 
principal and interest to the maturity or redemption dates of the Refunded Obligations, then the 
Refunded Obligations shall no longer be regarded as outstanding except for the purpose of 
receiving payment from the funds provided for such purpose; and 

WHEREAS, Article 717k, V.A.T.C.S. ("Article 717k"), authorizes the Issuer to issue 
refunding bonds and to deposit the proceeds from the sale thereof, and any other available funds 
or resources, directly with any place of payment (paying agent) for any of the Refunded Obliga
tions, and such deposit, if made before such payment dates and in sufficient amounts, shall 
constitute the making of firm banking and financial arrangements for the discharge and final 
payment of the Refunded Obligations; and 

WHEREAS, Article 7!7k further authorizes the Issuer to enter into an escrow agreement 
with any such paying agent for any of the Refunded Obligations with respect to the safekeeping, 
investment, administration and disposition of any such deposit, upon such terms and conditions 
as the Issuer and such paying agent may agree, provided that such deposits may be invested only 
in direct obligations of the United States of America, including obligations the principal of and 
interest on which are unconditionally guaranteed by the United States of America, and which 
may be in book entry form, and which shall mature and/or bear interest payable at such times and 
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in such amounts as will be sufficient to provide for the scheduled payment of principal and 
interest on the Refunded Obligations when due; and 

WHEREAS, the Escrow Agent is the paying agent for the Refunded Obligations and this 
Agreement constitutes an escrow agreement of the kind authorized and required by said Article 
717k; and 

WHEREAS, Article 717k makes it the duty of the Escrow Agent to comply with the 
terms of this Agreement and timely make available to the other places of payment (paying 
agents) for the Refunded Obligations the amounts required to provide for the payment of the 
principal of and interest on such obligations when due, and in accordance with their terms, but 
solely from the funds, in the manner, and to the extent provided in this Agreement; and 

WHEREAS, the issuance, sale, and delivery of the Board of Regents of The University of 
Texas System Revenue Financing System Refunding Bonds, Series 2001 (the "Refunding 
Obligations") have been issued, sold and delivered for the purpose, among others, of obtaining 
the funds required to provide for the payment of the principal of the Refunded Obligations at 
their respective maturity dates or dates of redemption and the interest thereon to such dates; and 

WHEREAS, the Issuer desires that, concurrently with the delivery of the Refunding 
Obligations to the purchasers thereof, certain proceeds of the Refunding Obligations, together 
with certain other available funds of the Issuer, if applicable, shall be applied to purchase certain 
direct obligations of the United States of America hereinafter defined as the "Escrowed Securi
ties" for deposit to the credit of the Escrow Fund created pursuant to the terms of this Agreement 
and to establish a beginning cash balance (if needed) in such Escrow Fund; and 

WHEREAS, the Escrowed Securities shall mature and the interest thereon shall be 
payable at such times and in such amounts so as to provide moneys which, together with cash 
balances from time to time on deposit in the Escrow Fund, will be sufficient to pay interest on 
the Refunded Obligations as it accrues and becomes payable and the principal of the Refunded 
Obligations on their maturity dates or dates of redemption; and 

WHEREAS, to facilitate the receipt and transfer of proceeds of the Escrowed Securities, 
particularly those in book entry form, the Issuer desires to establish the Escrow Fund at the 
principal corporate trust office of the Escrow Agent; and 

WHEREAS, the Escrow Agent is herein also referred to as the "Paying Agent," and any 
paying agent for the Refunded Obligations, acting through the Escrow Agent, is also a party to 
this Agreement, as a paying agent for the Refunded Obligations to acknowledge their acceptance 
of the terms and provisions of this Agreement in such capacity. 

NOW, THEREFORE, in consideration of the mutual undertakings, promises and 
agreements herein contained, the sufficiency of which hereby are acknowledged, and to secure 
the full and timely payment of principal of and the interest on the Refunded Obligations, the 
Issuer and the Escrow Agent mutually undertake, promise, and agree for themselves and their 
respective representatives and successors, as follows: 
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ARTICLE I 

DEFINITIONS AND INTERPRETATIONS 

Section I. 0 I. Definitions. Unless the context clearly indicates otherwise, the following 
terms shall have the meanings assigned to them below when they are used in this Agreement: 

"Code" means the Internal Revenue Code of 1986, as amended, or to the extent 
applicable the Internal Revenue Code of 1954, together with any other applicable provisions of 
any successor federal income tax laws. 

"Escrow Fund" means the fund created by this Agreement to be administered by the 
Escrow Agent pursuant to the provisions of this Agreement. 

"Escrowed Securities" means the direct noncallable, not pre-payable United States 
Treasury obligations and obligations the due timely payment of which is unconditionally 
guaranteed by the United States of America described in the Report or cash or other direct 
obligations of the United States of America substituted therefor pursuant to Article IV of this 
Agreement. 

Section 1.02. Other Definitions. The terms "Agreement", "Issuer", "Escrow Agent", 
"Refunded Obligations", "Refunding Obligations," "Report" and "Paying Agent", when they are 
used in this Agreement, shall have the meanings assigned to them in the preamble to this 
Agreement. 

Section 1.03. Interpretations. The titles and headings of the articles and sections of this 
Agreement have been inserted for convenience and reference only and are not to be considered a 
part hereof and shall not in any way modify or restrict the terms hereof. This Agreement and all 
of the terms and provisions hereof shall be liberally construed to effectuate the purposes set forth 
herein and to achieve the intended purpose of providing for the refunding of the Refunded 
Obligations in accordance with applicable law. 

ARTICLE II 

DEPOSIT OF FUNDS AND 
ESCROWED SECURITIES 

Section 2.01. Deposits in the Escrow Fund. Concurrently with the sale and delivery of 
the Refunding Obligations the Issuer shall deposit, or cause to be deposited, with the Escrow 
Agent, for deposit in the Escrow Fund, the funds and Escrowed Securities described in the 
Report, and the Escrow Agent shall, upon the receipt thereof, acknowledge such receipt to the 
Issuer in writing. 
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ARTICLE III 

CREATION AND OPERATION OF ESCROW FUND 

Section 3.01. Escrow Fund. The Escrow Agent has created on its books a special trust 
fund and irrevocable escrow to be known as the Board of Regents of The University of Texas 
System Revenue Financing System Refunding Bonds, Series 1991A and Series 1991B Escrow 
Fund (the "Escrow Fund"). The Escrow Agent hereby agrees that upon receipt thereof it will 
irrevocably deposit to the credit of the Escrow Fund the funds and the Escrowed Securities 
described in the Report. Such deposit, all proceeds therefrom, and all cash balances from time to 
time on deposit therein (a) shall be the property of the Escrow Fund, (b) shall be applied only in 
strict conformity with the terms and conditions of this Agreement, and (c) are hereby irrevocably 
pledged to the payment of the principal of and interest on the Refunded Obligations, which 
payment shall be made by timely transfers of such amounts at such times as are provided for in 
Section 3.02 hereof. When the final transfers have been made for the payment of such principal 
of and interest on the Refunded Obligations, any balance then remaining in the Escrow Fund 
shall be transferred to the Issuer, and the Escrow Agent shall thereupon be discharged from any 
further duties hereunder. 

Section 3.02. Pavment ofPrincioal and Interest. The Escrow Agent is hereby irrevocably 
instructed to transfer from the cash balances from time to time on deposit in the Escrow Fund, 
the amounts required to pay the principal of the Refunded Obligations at their respective 
maturity dates and interest thereon to such maturity dates in the amounts and at the times shown 
in the Report. 

Section 3.03. Sufficiency of Escrow Fund. The Issuer represents that the successive 
receipts of the principal of and interest on the Escrowed Securities will assure that the cash 
balance on deposit from time to time in the Escrow Fund will be at all times sufficient to provide 
moneys for transfer to the Paying Agent at the times and in the amounts required to pay the 
interest on the Refunded Obligations as such interest comes due and the principal of the 
Refunded Obligations as the Refunded Obligations mature, all as more fully set forth in the 
Report. If, for any reason, at any time, the cash balances on deposit or scheduled to be on 
deposit in the Escrow Fund shall be insufficient to transfer the amounts required by each place of 
payment (paying agent) for the Refunded Obligations to make the payments set forth in Section 
3.02 hereof, the Issuer shall timely deposit in the Escrow Fund, from any funds that are lawfully 
available therefor, additional funds in the amounts required to make such payments. Notice of 
any such insufficiency shall be given as promptly as practicable as hereinafter provided, but the 
Escrow Agent shall not in any manner be responsible for any insufficiency of funds in the 
Escrow Fund or the Issuer's failure to make additional deposits thereto. 

Section 3.04. Trust Fund. The Escrow Agent shall hold at all times the Escrow Fund, the 
Escrowed Securities and all other assets of the Escrow Fund, wholly segregated from all other 
funds and securities on deposit with the Escrow Agent; it shall never allow the Escrowed 
Securities or any other assets of the Escrow Fund to be commingled with any other funds or 
securities of the Escrow Agent; and it shall hold and dispose of the assets of the Escrow Fund 
only as set forth herein. The Escrowed Securities and other assets of the Escrow Fund shall 
always be maintained by the Escrow Agent as trust funds for the benefit of the owners of the 
Refunded Obligations; and a special account thereof shall at all times be maintained on the books 
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of the Escrow Agent. The owners of the Refunded Obligations shall be entitled to the same 
preferred claim and first lien upon the Escrowed Securities, the proceeds thereof, and all other 
assets of the Escrow Fund to which they are entitled as owners of the Refunded Obligations. The 
amounts received by the Escrow Agent under this Agreement shall not be considered as a 
banking deposit by the Issuer, and the Escrow Agent shall have no right to title with respect 
thereto except as a constructive trustee and Escrow Agent under the terms of this Agreement. 
The amounts received by the Escrow Agent under this Agreement shall not be subject to 
warrants, drafts or checks drawn by the Issuer or, except to the extent expressly herein provided, 
by the Paying Agent. 

Section 3.05. Security for Cash Balances. Cash balances from time to time on deposit in 
the Escrow Fund shall, to the extent not insured by the Federal Deposit Insurance Corporation or 
its successor, be continuously secured by a pledge of direct obligations of, or obligations 
unconditionally guaranteed by, the United States of America, having a market value at least 
equal to such cash balances. 

ARTICLE IV 

LIMITATION ON INVESTMENTS 

Section 4.01. Except as provided in Sections 3.02, 4.02, 4.03 and 4.04 hereof, the 
Escrow Agent shall not have any power or duty to invest or reinvest any money held hereunder, 
or to make substitutions of the Escrowed Securities, or to sell, transfer or otherwise dispose of 
the Escrowed Securities. 

Section 4.02. Reinvestment of Certain Cash Balances in Escrow by Escrow Agent. In 
addition to the Escrowed Securities listed in the Report, the Escrow Agent shall reinvest cash 
balances shown in the Report in United States Treasury Obligations - State and Local 
Government Series with an interest rate equal to zero percent(O%) to the extent such Obligations 
are available from the Department of the Treasury. All such re-investments shall be made only 
from the portion of cash balances derived from the maturing principal of and interest on 
Escrowed Securities that are United States Treasury Certificates of Indebtedness, Notes or Bonds 
- State and Local Government Series. All such re-investments shall be acquired on and shall 
mature on the dates shown on the Report. 

Section 4.03. Substitutions and Reinvestments. At the discretion of the Issuer, the 
Escrow Agent shall reinvest cash balances representing receipts from the Escrowed Securities, 
make substitutions of the Escrowed Securities or redeem the Escrowed Securities and reinvest 
the proceeds thereof or hold such proceeds as cash, together with other moneys or securities held 
in the Escrow Fund provided that the Issuer delivers to the Escrow Agent the following: 

(I) an opinion by an independent certified public accountant that after such 
substitution or reinvestment the principal amount of the securities in the Escrow Fund 
(which shall be noncallable, not pre-payable direct obligations of the United States of 
America), together with the interest thereon and other available moneys, will be sufficient 
to pay, without further investment or reinvestment, as the same become due in 
accordance with the Report, the principal of, interest on and premium, if any, on the 
Refunded Obligations which have not previously been paid, and 
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(2) an unqualified opinion of nationally recognized municipal bond counsel to the 
effect that (a) such substitution or reinvestment will not cause the Refunded Obligations 
to be "arbitrage bonds" within the meaning of Section 103 of the Code or the regulations 
thereunder in effect on the date of such substitution or reinvestment, or otherwise make 
the interest on the Refunded Obligations subject to federal income taxation, and (b) such 
substitution or reinvestment complies with the Constitution and laws of the State of 
Texas and with all relevant documents relating to the issuance of the Refunded 
Obligations. 

The Escrow Agent shall have no responsibility or liability for loss or otherwise with 
respect to investments made at the direction of the Issuer. 

Section 4.04. Substitution for Escrowed Securities. Concurrently with the initial deposit 
by the Issuer with the Escrow Agent, but not thereafter, the Issuer, at its option, may substitute 
cash or non-interest bearing direct noncallable and not pre-payable obligations of the United 
States Treasury (i.e., Treasury obligations which mature and are payable in a stated amount on 
the maturity date thereof, and for which there are no payments other than the payment made on 
the maturity date) (the "Substitute Obligations") for non-interest bearing Escrowed Securities, if 
any, but only if such Substitute Obligations 

(a) are in an amount, and/or mature in an amount, which is equal to or greater than 
the amount payable on the maturity date of the obligation listed in the Report for 
which such Substitute Obligation is substituted, 

(b) mature on or before the maturity date of the obligation listed in the Report for 
which such Substitute Obligation is substituted, and 

(c) produce the amount necessary to pay the interest on and principal of the Refunded 
Obligations, as set forth in the Report, as verified by a certified public accountant 
or a firm of certified public accountants. 

If, concurrently with the initial deposit by the Issuer with the Escrow Agent, any such Substitute 
Obligations are so substituted for any Escrowed Securities, the Issuer may, at any time thereafter, 
substitute for such Substitute Obligations the same Escrowed Securities for which such 
Substitute Obligations originally were substituted. 

Section 4.05. Arbitrage. The Issuer hereby covenants and agrees that it shall never 
request the Escrow Agent to exercise any power hereunder or permit any part of the money in 
the Escrow Fund or proceeds from the sale of Escrowed Securities to be used directly or 
indirectly to acquire any securities or obligations if the exercise of such power or the acquisition 
of such securities or obligations would cause any Refunding Obligations or Refunded 
Obligations to be an "arbitrage bond" within the meaning of the Code. 
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ARTICLE V 

APPLICATION OF CASH BALANCES 

Section 5.01. In General. Except as provided in Sections 3.02, 4.02, 4.03 and 4.04 
hereof, no withdrawals, transfers, or reinvestment shall be made of cash balances in the Escrow 
Fund. 

ARTICLE VI 

RECORDS AND REPORTS 

Section 6.01. Records. The Escrow Agent will keep books of record and account in 
which complete and correct entries shall be made of all transactions relating to the receipts, · 
disbursements, allocations and application of the money and Escrowed Securities deposited to 
t11e Escrow Fund and all proceeds thereof, and such books shall be available for inspection at 
teasonable hours and under reasonable conditions by the Issuer and the owners of the Refunded 
Obligations.. 

Section 6.02. Reports. While this Agreement remains in effect, the Escrow Agent 
annually shall prepare and send to the Issuer a written report summarizing all transactions 
relating to the Escrow Fund during the preceding year, including, without limitation, credits to 
the Escrow Fund as a result of interest payments on or maturities of the Escrowed Securities and 
transfers from the Escrow Fund for payments on the Refunded Obligations or otherwise, together 
with a detailed statement of all Escrowed Securities and the cash balance on deposit in the 
Escrow Fund as of the end of such period. 

ARTICLE VII 

CONCERNING THE PAYING AGENTS AND ESCROW AGENT 

Section 7.01. Representations. The Escrow Agent hereby represents that it has all 
necessary power and authority to enter into this Agreement and undertake the obligations and 
responsibilities imposed upon it herein, and that it will carry out all of its obligations hereunder. 

Section 7 .02. Limitation on Liabjlitv. The liability of the Escrow Agent to transfer funds 
for the payment of the principal of and interest on the Refunded Obligations shall be limited to 
the proceeds of the Escrowed Securities and the cash balances from time to time on deposit in 
the Escrow Fund. Notwithstanding any provision contained herein to the contrary, neither the 
Escrow Agent nor the Paying Agent shall have any liability whatsoever for the insufficiency of 
funds from time to time in the Escrow Fund or any failure of the obligors of the Escrowed 
Securities to make timely payment thereon, except for the obligation to notify the Issuer as 
promptly as practicable of any such occurrence. 

The recitals herein and in the proceedings authorizing the Refunding Obligations shall be 
taken as the statements of the Issuer and shall not be considered as made by, or imposing any 
obligation or liability upon, the Escrow Agent. The Escrow Agent is not a party to the 
proceedings authorizing the Refunding Obligations or the Refunded Obligations and is not 
responsible for nor bound by any of the provisions thereof (except as a place of payment and 
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paying agent and/or a Paying Agent/Registrar therefor). In its capacity as Escrow Agent, it is 
agreed that the Escrow Agent need look only to the terms and provisions of this Agreement. 

The Escrow Agent makes no representations as to the value, conditions or sufficiency of 
the Escrow Fund, or any part thereof, or as to the title of the Issuer thereto, or as to the security 
afforded thereby or hereby, and the Escrow Agent shall not incur any liability or responsibility in 
respect to any of such matters. 

It is the intention of the parties hereto that the Escrow Agent shall never be required to 
use or advance its own funds or otherwise incur personal fmancialliability in the performance of 
any of its duties or the exercise of any of its rights and powers hereunder. 

The Escrow Agent shall not be liable for any action taken or neglected to be taken by it in 
good faith in any exercise of reasonable care and believed by it to be within the discretion or 
power conferred upon it by this Agreement, nor shall the Escrow Agent be responsible for the 
consequences of any error of judgment; and the Escrow Agent shall not be answerable except for 
its own action, neglect or default, nor for any loss unless the same shall have been through its 
negligence or willful misconduct. 

Unless it is specifically otherwise provided herein, the Escrow Agent has no duty to 
determine or inquire into the happening or occurrence of any event or contingency or the 
performance or failure of performance of the Issuer with respect to arrangements or contracts 
with others, with the Escrow Agent's sole duty hereunder being to safeguard the Escrow Fund, to 
dispose of and deliver the same in accordance with this Agreement. If, however, the Escrow 
Agent is called upon by the terms of this Agreement to determine the occurrence of any event or 
contingency, the Escrow Agent shall be obligated, in making such determination, only to 
exercise reasonable care and diligence, and in event of error in making such determination the 
Escrow Agent shall be liable only for its own willful misconduct or its negligence. In 
determining the occurrence of any such event or contingency the Escrow Agent may request 
from the Issuer or any other person such reasonable additional evidence as the Escrow Agent in 
its discretion may deem necessary to determine any fact relating to the occurrence of such event 
or contingency, and in this connection may make inquiries of, and consult with, among others, 
the Issuer at any time. 

Section 7.03. Compensation. (a) Concurrently with the sale and delivery of the 
Refunding Obligations, the Issuer shall pay to the Escrow Agent, as a fee for performing the 
services hereunder and for all expenses incurred or to be incurred by the Escrow Agent in the 
administration of this Agreement, the sum of$ , the sufficiency of which is hereby 
acknowledged by the Escrow Agent. In the event that the Escrow Agent is requested to perform 
any extraordinary services hereunder, the Issuer hereby agrees to pay reasonable fees to the 
Escrow Agent for such extraordinary services and to reimburse the Escrow Agent for all 
expenses incurred by the Escrow Agent in performing such extraordinary services, and the 
Escrow Agent hereby agrees to look only to the Issuer for the payment of such fees and 
reimbursement of such expenses. The Escrow Agent hereby agrees that in no event shall it ever 
assert any claim or lien against the Escrow Fund for any fees for its services, whether regular or 
extraordinary, as Escrow Agent, or in any other capacity, or for reimbursement for any of its 
expenses. 
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(b) The Paying Agent is the place of payment (paying agent) for the Refunded 
Obligations. Concurrently with the sale and delivery of the Refunding Obligations the Issuer 
shaH pay to the Paying Agent the sum of$ , the sufficiency of which is hereby 
acknowledged by the Paying Agent, for all future paying agency services of the Paying Agent 
and the places of payment (paying agents) for the Refunded Obligations; and the Paying Agent 
warrants that such sum is sufficient for such purpose. 

(c) Upon receipt of the aforesaid specific sums stated in subsections (a) and (b) of this 
Section 7.03 for Escrow Agent and paying agency fees, expenses, and services, the Escrow 
Agent shall acknowledge such receipt to the Issuer in writing. 

Section 7.04. Successor Escrow Agents. If at any time the Escrow Agent or its legal 
successor or successors should become unable, through operation or law or otherwise, to act as 
escrow agent hereunder, or if its property and affairs shaH be taken under the control of any state 
or federal court or administrative body because of insolvency or bankruptcy or for any other 
reason, a vacancy shall forthwith exist in the office of Escrow Agent hereunder. In such event 
the Issuer, by appropriate action, promptly shall appoint an Escrow Agent to fill such vacancy. 
If no successor Escrow Agent shaH have been appointed by the Issuer within 60 days, a 
successor may be appointed by the owners of a majority in principal amount of the Refunded 
Obligations then outstanding by an instrument or instruments in writing filed with the Issuer, 
signed by such owners or by their duly authorized attorneys-in-fact. If, in a proper case, no 
appointment of a successor Escrow Agent shall be made pursuant to the foregoing provisions of 
this section within three months after a vacancy shaH have occurred, the owner of any Refunded 
Obligation may apply to any court of competent jurisdiction to appoint a successor Escrow 
Agent. Such court may thereupon, after such notice, if any, as it may deem proper, prescribe and 
appoint a successor Escrow Agent. 

Any successor Escrow Agent shall be a corporation organized and doing business under 
the laws of the United States or the State of Texas, authorized under such laws to exercise 
corporate trust powers, authorized under Texas law to act as an escrow agent, having its principal 
office and place of business in the State of Texas, having a combined capital and surplus of at 
least $5,000,000 and subject to the supervision or examination by Federal or State authority. 

Any successor Escrow Agent shall execute, acknowledge and deliver to the Issuer and the 
Escrow Agent an instrument accepting such appointment hereunder, and the Escrow Agent shall 
execute and deliver an instrument transferring to such successor Escrow Agent, subject to the 
terms of this Agreement, all the rights, powers and trusts of the Escrow Agent hereunder. Upon 
the request of any such successor Escrow Agent, the Issuer shall execute any and all instruments 
in writing for more fully and certainly vesting in and confirming to such successor Escrow Agent 
all such rights, powers and duties. 

The Escrow Agent at the time acting hereunder may at any time resign and be discharged 
from the trust hereby created by giving not less than sixty (60) days' written notice to the Issuer 
and publishing notice thereof, specifying the date when such resignation will take effect, in a 
newspaper printed in the English language and with general circulation in New York, New York, 
such publication to be made once at least three (3) weeks prior to the date when the resignation is 
to take effect. No such resignation shall take effect unless a successor Escrow Agent shall have 
been appointed by the owners of the Refunded Obligations or by the Issuer as herein provided 
and such successor Escrow Agent shall be a paying agent for the Refunded Obligations and shall 
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have accepted such appointment, in which event such resignation shall take effect immediately 
upon the appointment and acceptance of a successor Escrow Agent. 

Under any circumstances, the Escrow Agent shall pay over to its successor Escrow Agent 
proportional parts ofthe Escrow Agent's fee and, if applicable, its Paying Agent's fee hereunder. 

ARTICLE Vill 

MISCELLANEOUS 

Section 8.01. Notice. Any notice, authorization, request, or demand required or 
permitted to be given hereunder shall be in writing and shall be deemed to have been duly given 
when mailed by registered or certified mail, postage prepaid addressed to the Issuer or the 
Escrow Agent at the address shown on Exhibit "A" attached hereto. The United States Post 
Office registered or certified mail receipt showing delivery of the aforesaid shall be conclusive 
evidence of the date and fact of delivery. Any party hereto may change the address to which 
notices are to be delivered by giving to the other parties not less than ten (10) days prior notice 
thereof. Prior written notice of any amendment to this Agreement contemplated pursuant to 
Section 8.08 and immediate written notice of any incidence of a severance pursuant to Section 
8.04 shall be sent to Moody's Investors Service, Attn: Public Finance Rating Desk/Refunded 
Bonds, 99 Church Street, New York, New York 10007 and Standard & Poor's Corporation, Attn: 
Municipal Bond Department, 25 Broadway, New York, New York I 0004. 

Section 8.02. Termination of Responsibilities. Upon the taking of all the actions as 
described herein by the Escrow Agent, the Escrow Agent shall have no further obligations or 
responsibilities hereunder to the Issuer, the owners of the Refunded Obligations or to any other 
person or persons in connection with this Agreement. 

Section 8.03. Binding Agreement. This Agreement shall be binding upon the Issuer and 
the Escrow Agent and their respective successors and legal representatives, and shall inure solely 
to the benefit of the owners of the Refunded Obligations, the Issuer, the Escrow Agent and their 
respective successors and legal representatives. 

Section 8.04. Severabilitv. In case any one or more of the provisions contained in this 
Agreement shall for any reason be held to be invalid, illegal or unenforceable in any respect, 
such invalidity, illegality or unenforceability shall not affect any other provisions of this 
Agreement, but this Agreement shall be construed as if such invalid or illegal or unenforceable 
provision had never been contained herein. 

Section 8.05. Texas Law Governs. This Agreement shall be governed exclusively by 
the provisions hereof and by the applicable laws of the State of Texas. 

Section 8.06. Time of the Essence. Time shall be of the essence in the performance of 
obligations from time to time imposed upon the Escrow Agent by this Agreement. 

Section 8.07. Effective date of Agreement. This Agreement shall be effective upon 
receipt by the Escrow Agent of the funds described in the Report and the Escrowed Securities, 
together with the specific sums stated in subsections (a) and (b) of Section 7.03 for Escrow 
Agent and paying agency fees, expenses, and services. 
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Section 8.08. Amendments. This Agreement shall not be amended except to cure any 
ambiguity or formal defect or omission in this Agreement. No amendment shall be effective 
unless the same shall be in writing and signed by the parties thereto. No such amendment shall 
adversely affect the rights of the holders of the Refunded Obligations. 
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EXECUTED as of the date first written above. 

The Board of Regents of The University of Texas System 

By __ ~------------~---------
U.T. System Representative 

ATTEST: 

Executive Secretary to the Board of Regents 

Chase Bank of Texas, N.A. 

By __________________________ _ 
Title: ______________ _ 

ATTEST: 

Title: 
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INDEX TO EXHIBITS 

Exhibit "A" Addresses of the Issuer and the Escrow Agent 

Exhibit "B" Verification Report of 
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ISSUER 

Attention: 

ESCROW AGENT 

Attention: 

EXHIBIT "A" 

ADDRESSES OF THE ISSUER AND THE 
ESCROW AGENT 
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EXHIBIT"B" 

Verification Report 
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MASTER AGREEMENT 

dated as of February U, 1999 

GOLDMAN SACHS MITSUI MARINE DERIVATIVE PRODUCTS, L.P., a 
limited partnership organized under the law of the State of Delaware ("GSMMDP") and the 
Board of Regents of The University of Texas System, the duly appointed governing body of 
The University of Texas System, a governmental agency of the State of Texas 
("Counterparty") have entered and/or anticipate entering into one or more transactions (each a 
"Transaction") that are or will be governed by this Master Agreement and the documents and 
other confirming evidence (each a "Confirmation") exchanged between the parties confirming 
those Transactions. 

Accordingly, the parties agree as follows: 

1. Interpretation 

(a) Definitions. The terms defined in Section 12 will have the meanings therein 
specified for the purpose of this Master Agreement. 

(b) Inconsistency. In the event of any inconsistency between the provisions of any 
Confirmation and this Master Agreement, such Confirmation will prevail for the purpose of the 
relevant Transaction. 

(c) Single Agreement. All Transactions are entered into in reliance on the fact 
that this Master Agreement and all Confirmations form a single agreement between the parties 
(collectively referred to as this "Agreement"), and the parties would not otherwise enter into 
any Transactions. 

2. Obligations 

(a) General Conditions. 

(i) Each party will make each payment specified in each Confirmation to be 
made by it, subject to the other provisions of this Agreement. 

GSMMDP 

(A) If a party is designated in a Confirmation as a Fixed Rate Payer in 
respect of the related Transaction, then, subject to the terms and provisions of this 
Agreement, the Fixed Amount payable by such party on a Payment Date will be: 
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(I) if an amount is specified for the Transaction as the Fixed Amount 
payable by that party for that Payment Date or for the related Calculation 
Period, such amount; or 

(2) if an amount is not specified for the Transaction as the Fixed 
Amount payable by that party for that Payment Date or for the related 
Calculation Period, an amount calculated on a formula basis for that Payment 
Date or for the related Calculation Period as follows: 

Fixed 
Amount = 

Notional 
Amount X 

Fixed 
Rate X 

Fixed Rate 
Day Count 
Fraction 

(B) If a party is designated in a Confirmation as a Floating Rate Payer in 
respect of a Transaction, then, subject to the terms and provisions of this Agreement, 
the Floating Amount payable by such party on a Payment Date will be an amount 
calculated on a formula basis for that Payment Date or for the related Calculation 
Period as follows: 

Floating 
Amount = 

Notional 
Amount X 

Floating 
Rate X 

Floating Rate 
Day Count 
Fraction 

(ii) Payments under this Agreement will be made on the due date for value 
on that date in the place of the account specified in the relevant Confirmation or otherwise 
pursuant to this Agreement, in freely transferable funds and in the manner customary for 
payments in the required currency. 

(iii) Each obligation of each party under Section 2(a)(i) is subject to (1) the 
condition precedent that no Event of Default, Potential Event of Default or Incipient Illegality 
with respect to the other party has occurred and is continuing, (2) the condition precedent that 
no Early Termination Date in respect of the relevant Transaction has occurred or been 
effectively designated and (3) each other applicable condition precedent specified in this 
Agreement. 

(b) Change of Account. Either party may change its account for recelVlng a 
payment by giving notice to the other party at least five Local Business Days prior to the 
scheduled date for the payment to which such change applies unless such other party gives 
timely notice of a reasonable objection to such change. 

(c) Netting. If on any date amounts would otherwise be payable in the same 
currency by each party to the other, then, on such date, each party's obligation to make 
payment of any such amount will be automatically satisfied and discharged and, if the 
aggregate amount that would otherwise have been payable by one party exceeds the aggregate 
amount that would otherwise have been payable by the other party, replaced by an obligation 
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upon the party by whom the larger aggregate amount would have been payable to pay to the 
other party the excess of the larger aggregate amount over the smaller aggregate amount. 

(d) Default Interest; Other Amounts. Prior to the occurrence or effective 
designation of an Early Termination Date in respect of the relevant Transaction, a party that 
defaults in the performance of any payment obligation will, to the extent permitted by law and 
subject to Section 6(c), be required to pay interest (before as well as after judgment) on the 
overdue amount to the other party on demand in the same currency as such overdue amount, 
for the period from (and including) the original due date for payment to (but excluding) the 
date of actual payment, at the Default Rate. Such interest will be calculated on the basis of 
daily compounding and the actual number of days elapsed. 

3. Representations 

Each party represents to the other party (which representations will be deemed to be 
repeated by each party on each date on which a Transaction is entered into) that: 

(a) Basic Representations. 

(i) Status. It is duly organized and validly existing under the laws of the 
jurisdiction of its organization or incorporation and, if relevant under such laws, in good 
standing, and in the case of Counterparty, it is the duly appointed goverrting body of the 
University System, a governmental agency of the State of Texas; 

(ii) Powers. It has the power (in the case of Counterparty, pursuant to the 
Authorizing Law) to execute this Agreement and any other documentation relating to this 
Agreement to which it is a party, to deliver this Agreement and any other documentation 
relating to this Agreement that it is required by this Agreement to deliver and to perform its 
obligations under this Agreement and any obligations it has under any Credit Support 
Document to which it is a party and has taken all necessary action and has made all necessary 
determinations and findings to authorize such execution, delivery and performance, the 
individual(s) executing and delivering this Agreement and any other documentation (including 
any Credit Support Document) relating to this Agreement to which it is a party or that it is 
required to deliver are duly empowered and authorized to do so, and it has duly executed and 
delivered this Agreement and any Credit Support Document to which it is a party; 

(iii) No Violation or Conflict. Such execution, delivery and performance do 
not violate or conflict with any law applicable to it, any provision of its constitutional 
documents, any order or judgment of any court or other agency of government applicable to it 
or any of its assets or any contractual restriction binding on or affecting it or any of its assets; 

(iv) Consents. All governmental and other consents that are required to have 
been obtained by it with respect to this Agreement or any Credit Support Document to which it 
is a party have been obtained and are in full force and effect and all conditions of any such 
consents have been complied with; and 

-3-

BAAC- 83 



(v) Obligations Binding. Its obligations under this Agreement and any 
Credit Support Document to which it is a party constitute its legal, valid and binding 
obligations, enforceable in accordance with their respective terms (subject to applicable 
bankruptcy, reorganization, insolvency, moratorium or similar laws affecting creditors' rights 
generally and subject, as to enforceability, to equitable principles of general application 
(regardless of whether enforcement is sought in a proceeding in equity or at law)). 

(b) Absence of Cenain EvenJs. No Event of Default or Potential Event of Default 
or, to its knowledge, Termination Event or Incipient Illegality with respect to it has occurred 
and is continuing and no such event or circumstance would occur as a result of its entering into 
or performing its obligations under this Agreement or any Credit Support Document to which 
it is a party. 

(c) Absence of Litigation. There is not pending or, to its knowledge, threatened 
against it or against any Credit Support Provider of the party or any entity designated as a 
Specified Entity of the party for purposes of Section 5(a)(vii), any action, suit or proceeding at 
law or in equity or before any court, tribunal, governmental body, agency or official or any 
arbitrator that is likely to affect the legality, validity or enforceability against it of this 
Agreement or any Credit Support Document to which it is a party or its ability to perform its 
obligations under this Agreement or such Credit Support Document. 

(d) Accuracy of Specified Information. All applicable information that is furnished 
in writing by or on behalf of it to the other party and is identified for the purpose of this 
Section 3(d) in Section 4(a) is, as of the date of the information, true, accurate and complete in 
every material respect or, in the case of audited or unaudited financial statements or balance 
sheets, a fair presentation of the financial condition of the relevant person. 

(e) No Reliance. In connection with the negotiation of, the entering into, and the 
confirming of the execution of, this Agreement, any Credit Support Document to which it is a 
party, and each Transaction: (i) it has consulted with its own legal, regulatory, tax, business, 
investment, financial, and accounting advisors to the extent it has deemed necessary, and it has 
made its own investment, hedging, and trading decisions based upon its own judgment and 
upon any advice from such advisors as it has deemed necessary and not upon any view 
expressed by the other party (other than the representations of such other party expressly set 
forth in this Agreement and the legal opinions delivered on behalf of such other party pursuant 
to this Agreement); (ii) it has determined that the rates, prices, or amounts and other terms of 
each Transaction and the indicative quotations (if any) provided by the other party reflect those 
in the relevant market for similar transactions, and all trading decisions have been the result of 
arm's length negotiations between the parties; and (iii) it is entering into this Agreement, such 
Credit Support Document, and such Transaction with a full understanding of all of the risks 
hereof and thereof (economic and otherwise), and it is capable of assuming and willing to 
assume (financially and otherwise) those risks. 

(f) Standardization, Creditwonhiness, and Transferability. The economic terms of 
this Agreement, any Credit Support Document to which it is a party, and each Transaction 

-4-

BAAC- 84 



have been individually tailored and negotiated by it; it has received and reviewed fmancial 
information concerning the other party and has had a reasonable opportunity to ask questions 
of and receive answers and information from the other party concerning such other party, this 
Agreement, such Credit Support Document, and such Transaction; the credirworthiness of the 
other party was a material consideration in its entering into or determining the terms of this 
Agreement, such Credit Support Document, and such Transaction; and transferability of this 
Agreement, such Credit Support Document, and such Transaction is restricted as provided 
herein and therein. 

(g) No Agency. It is entering into this Agreement and each Transaction as principal 
(and not as agent or in any other capacity, fiduciary or otherwise). 

(h) Eligible Swap Participant. It is an "eligible swap participant" as defmed in the 
Part 35 Regulations of the U.S. Commodity Futures Trading Commission. 

(i) Financial institution. In the case of GSMMDP, it is a "fmancial institution" as 
defined in the FDIC Improvement Act of 1991 and Regulation EE promulgated thereunder by 
the U.S Federal Reserve Board. 

G) Termination Payments. Each party acknowledges that, in the event an Early 
Termination Date is designated or deemed to occur due to an Event of Default and it is the 
Defaulting Party, it will not receive any payments upon early termination in respect of the 
Settlement Amount. [Subject to Execution of Acknowledgment Certificate] 

(k) Additional Representations of Counterparty. Counterparty hereby further 
represents to GSMMDP (which representations will be deemed to be repeated by Counterparty 
at all times until the termination of this Agreement) that: 

(i) Non-Speculation. This Agreement has been, and each Transaction has 
been and will be entered into not for purpose of speculation but solely in connection with the 
financing activities of Counterparty or converting interest on all or a portion of certain of 
Counterparty's debt from a fixed rate to a floating rate, or from a floating rate to a fixed rate, 
and therefore reducing the cost of borrowing on its outstanding debt by optimizing the relative 
amounts of fixed and floating rate obligations or the risk of variations in its debt service costs, 
and by increasing the predictability of cash flow, including earnings on invested funds, and 
thereby improving Counterparty's ability to manage its funds and revenues. 

(ii) Legal Investment. This Agreement and each Transaction hereunder do 
not constitute any kind of investtnent by Counterparty that is proscribed by any constitution, 
charter, law, rule, regulation, government code, constituent or governing instrument, 
resolution, guideline, ordinance, order, writ, judgment, decree, charge, or ruling to which 
Counterparty (or any of its officials in their respective capacities as such) or its property is 
subject. 
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(iii) Assets of Counterparty. No person, firm. corporation, entity or 
association other than Counterparty may liquidate, borrow, encumber or otherwise utilize the 
assets (including without limitation the assets identified in Section 4(f)) of Counterparty, other 
than as provided in the Master Resolution. Counterparty has taken all steps necessary or 
advisable to create and perfect the pledge and security interest in the assets identified in Section 
4(f), and such pledge and security interest have been validly created and perfected. 

(iv) Organization. Counterparty is the governing body of the University 
System, a governmental agency of the State of Texas. 

(v) Official Statements. No official statement or similar disclosure document 
delivered to GSMMDP contains, as of the date of such delivery, any untrue statement of a 
material fact or omits to state a material fact necessary to make the statements therein, in light 
of the circumstances under which they were made, not misleading. 

(vi) Valid Purpose. The execution and delivery by Counterparty of this 
Agreement, each Confirmation and any other documentation relating hereto, and the 
performance by Counterparty of its obligations hereunder and thereunder, are in furtherance, 
and not in violation, of the public purposes for which Counterparty is organized pursuant to the 
laws of the state in which Counterparty is organized. 

(vii) Nature of Obligations. The obligations of Counterparty to make 
payments to GSMMDP under this Agreement and each Transaction (a) are not subject to 
appropriation or similar action and (b) do not (I) constitute any kind of indebtedness of 
Counterparty or (2) create any kind of lien on or security interest in any property or revenues 
of Counterparty which, in either case (I) or (2), is proscribed by any constitution, charter, 
law, rule, regulation, government code, constituent or governing instrument, resolution, 
guideline, ordinance, order, writ, judgment, decree, charge, or ruling to which Counterparty 
(or any of its officials in their respective capacities as such) or its property is subject. 

4. Agreements 

Each party (and, in the case of Sections 4(d), (e) and (f), Counterparty) agrees with the other 
party that, so long as either party has or may have any obligation under this Agreement or 
under any Credit Support Document to which it is a party: 

(a) Furnish Specified Information. It will deliver to the other party any forms, 
· documents or certificates specified below or in any Confirmation by the date specified below 
or in such Confirmation or, if none is specified, as soon as reasonably practicable. 

For the purpose of this Section 4(a), each party agrees to deliver the following 
documents, as applicable: 
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Party required Covered by 
to deliver Form/Document/ Date by which Section 3(d) 
document Certificate to be delivered Representation 

GSMMDP Power of Attorney with At execution of this Yes 
respect to GSMMDP Agreement 

GSMMDP Support Agreement At execution of this No 
dated as of October 8, Agreement 
1993 among GSMMDP, 
Mitsui Marine and Fire 
Insurance Co., Ltd., and 
The Goldman Sachs 
Group, L.P. (the 
"Support Agreement") 

GSMMDP Legal opinion with At execution of this 
respect to GSMMDP Agreement 

GSMMDP Audited Annual Balance After demand by 
Sheet of GSMMDP Counterparty when 

copies are publicly 
available 

GSMMDP Unaudited Semiannual After demand by 
Balance Sheet of Counterparty when 
GSMMDP copies are publicly 

available 

Counterparty Legal opinion with At execution of this No 
respect to Counterparty Agreement 

Counterparty Certified incumbency At execution of this Yes 
certificate or other Agreement 
evidence of authority 
and specimen signatures 
with respect to 
Counterparty and its 
signatories 

Counterparry Certified copies of: ( 1) At execution of this Yes 
Master Resolution; (2) Agreement and, in 
Eighth Supplemental the case of 
Resolution; and (3) amendments, 
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Party required 
to deliver 
document 

Counterparty 

Counterparty 

Counterparty 

Counterparty 

Counterparty 

FonniDocument/ 
Certificate 

amendments to any of 
the foregoing. 

Annual Repon of 
Counterparty containing 
Consolidated Financial 
Statements for each year 

Unaudited Semiannual 
Repon of Counterparty 
containing Consolidated 
Financial Statement for 
each year 

Covered Document 

The official statement or 
similar disclosure 
document or other 
information provided in 
connection with the 
issuance of any bonds, 
notes or other 
indebtedness by or on 
behalf of Counterparty 

Acknowledgment 
Cenificate regarding 
Section 6(e)(i) hereto 

Date by which 
to be delivered 

promptly following 
the time each such 
amendment is made 

After demand by 
GSMMDPwhen 
copies are publicly 
available 

After demand by 
GSMMDPwhen 
copies are publicly 
available 

Upon execution of 
the Confirmation for 
the relevant Bond 
Transaction 

Upon execution of 
the Confirmation for 
the relevant Bond 
Transaction and, 
otherwise as soon as 
practicable but in any 
event not later than 
thirty (30) days after 
initial delivery or 
publication thereof 

At execution of this 
Agreement and 

Covered by 
Section 3(d) 
Representation 

Yes 

Yes 

Yes 

(b) Maintain Authorizations. It will use all reasonable effons to maintain in full 
force and effect all consents of any governmental or other authority that are required to be 
obtained by it with respect to this Agreement or any Credit Suppon Document to which it is a 
party and will use all reasonable effons to obtain any that may become necessary in the future. 
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(c) Comply with Laws. It will comply in all material respects with all applicable 
laws and orders to which it may be subject if failure so to comply would materially impair its 
ability to perform its obligations under this Agreement or any Credit Support Document to 
which it is a party. 

(d) Compliance with Covered Document. Counterparty will observe, perform and 
fulfill each covenant, term, and provision in the Covered Document applicable to Counterparty 
in effect on the date specified in the Confirmation for the related Transaction, as any of those 
covenants, terms, and provisions may be amended, supplemented or modified for the purposes 
of this Agreement with the prior written consent of the other party hereto (the "Incorporated 
Provisions"), with the effect, among other things, and without limiting the generality of the 
foregoing, that such other party hereto will have the benefit of each of the Incorporated 
Provisions (including without limitation, covenants, right to consent to certain actions subject 
to consent under the Covered Document and delivery of financial statements and other notices 
and information). In the event the Covered Document ceases to be in effect for any reason, 
including, without limitation, defeasance of the Bonds issued in connection with such Covered 
Document, prior to the termination of this Agreement, the Incorporated Provisions (other than 
those provisions requiring payments in respect of bonds, notes, warrants or other similar 
instruments issued in connection with the Covered Document) will remain in full force and 
effect for purposes of this Agreement as though set forth herein until such date on which all of 
the obligations of Counterparty under this Agreement have been fully satisfied. The 
Incorporated Provisions are hereby incorporated by reference and made a part of this 
Agreement to the same extent as if such provisions were set forth herein. For purposes of this 
Agreement, the Incorporated Provisions shall be construed as though (i) all references therein 
to any party making loans, extensions of credit or financial accommodations thereunder or 
commitments therefor (the "Financings") were to the other party hereto and (ii) to the extent 
that such Incorporated Provisions are conditioned on or related to the existence of such 
Financings or Counterparty having any obligations in connection therewith, all references to 
such Financings or obligations were to the obligations of Counterparty under this Agreement. 
Any amendment, supplement, modification or waiver of any of the Incorporated Provisions 
without the prior written consent of GSMMDP shall have no force and effect with respect to 
this Agreement. Any amendment, supplement or modification for which such consent is 
obtained shall be part of the Incorporated Provisions for purposes of this Agreement. 

(e) Notice of Incipient Illegality. If an Incipient lllegality occurs, Counterparty 
will, promptly upon becoming aware of it, notify the other party, specifying the nature of that 
Incipient Illegality and will also give such other information about that Incipient Illegality as 
the other party may reasonably require. 

(f) Source of Payments. Counterparty agrees that its obligations hereunder are, and 
until the termination of this Agreement pursuant to the terms hereof shall remain special 
obligations of Counterparty secured by and payable from a first lien on and pledge of Pledged 
Revenues. 
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5. Events of Default and Termination Events 

(a) Events of Default. The occurrence at any time with respect to a party or. if 
applicable, any Credit Support Provider of such party or any Specified Entity of such party of 
any of the following events constitutes an event of default (an "Event of Default") with respect 
to such party: 

(i) Failure to Pay. Failure by the party to make, when due, any payment 
under this Agreement required to be made by it if such failure is not remedied on or before the 
third Local Business Day after notice of such failure is given to the party; 

(ii) Breach of Agreement. (A) Failure by the party to comply with or 
perform any agreement or obligation (other than an obligation to make any payment under this 
Agreement, to give notice of a Termination Event or to deliver documents under Section 4(a) 
at execution of this Agreement or a Confirmation) to be complied with or performed by the 
party in accordance with this Agreement if such failure is not remedied on or before the 
thirtieth day after notice of such failure is given to the party and (B) failure by the party to 
comply with or perform any agreement or obligation under Section 4(a) to deliver documents 
at execution of this Agreement or a Confirmation; 

(iii) Credit Support Default. 

(1) Failure by the party or any Credit Support Provider of such party 
to comply with or perform any agreement or obligation to be complied with or performed by it 
in accordance with any Credit Support Document if such failure is continuing after any 
applicable grace period has elapsed; 

(2) the expiration or termination of such Credit Support Document or 
the failing or ceasing of such Credit Support Document to be in full force and effect for the 
purpose of this Agreement (in either case other than in accordance with its terms) prior to the 
satisfaction of all obligations of such party under each Transaction to which such Credit 
Support Document relates without the written consent of the other party; or 

(3) the party or such Credit Support Provider disaffirms, disclaims, 
repudiates or rejects, in whole or in part, or challenges the validity of, such Credit Support 
Document (or such action is taken by any person or entity appointed or empowered to operate 
it or act on its behalf); 

(iv) Misrepresentation. A representation made or repeated or deemed to 
have been made or repeated by the party or any Credit Support Provider of such party in this 
Agreement or any Credit Support Document proves to have been incorrect or misleading in 
any material respect when made or repeated or deemed to have been made or repeated; 

(v) Default under Specified Transaction. The party, any Credit Support 
Provider of such party or any applicable Specified Entity of such party ( 1) defaults under a 
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Specified Transaction and, after giving effect to any applicable notice requirement or grace 
period, there occurs a liquidation of, an acceleration of obligations under, or an early 
termination of, that Specified Transaction, (2) defaults, after giving effect to any applicable 
notice requirement or grace period, in making any payment due on the last payment or 
exchange date of, or any payment on early termination of, a Specified Transaction (or such 
default continues for at least three Local Business Days if there is no applicable notice 
requirement or grace period) or (3) disaffirms, disclaims, repudiates or rejects, in whole or in 
part, a Specified Transaction (or such action taken by any person or entity appointed or 
empowered to operate it or act on its behalf); 

(vi) Cross Default. The occurrence or existence of (1) a default, event of 
default or other similar condition or event (however described) in respect of such party, any 
Credit Support Provider of such party or any applicable Specified Entity of such party under 
one or more agreements or instruments relating to Specified Indebtedness of any of them 
(individually or collectively) in an aggregate amount of not less than the applicable Threshold 
Amount which has resulted in such Specified Indebtedness becoming due and payable under 
such agreements or instruments, before it would otherwise have been due and payable or (2) a 
default by such party, such Credit Support Provider or such Specified Entity (individually or 
collectively) in making one or more payments on the due date thereof in an aggregate amount 
of not less than the applicable Threshold Amount under such agreements or instruments (after 
giving effect to any applicable notice requirement or grace period); 

(vii) Bankruptcy. The party, any Credit Support Provider of such party or 
any applicable Specified Entity of such party: 

(I) is dissolved (other than pursuant to a consolidation, 
amalgamation, succession or merger or, in the case of GSMMDP, reconstitution, reformation, 
incorporation, or admission or withdrawal of a partner); (2) becomes insolvent or is unable to 
pay its debts or fails or admits in writing its inability generally to pay its debts as they become 
due; (3) makes a general assignment, arrangement or composition with or for the benefit of its 
creditors; ( 4) institutes or has instituted against it a proceeding seeking a judgment of 
insolvency or bankruptcy or any other relief under any bankruptcy or insolvency law or other 
similar law affecting creditors' rights, or a petition is presented for its winding-up or 
liquidation, and, in the case of any such proceeding or petition instituted or presented against 
it, such proceeding or petition (A) results in a judgment of insolvency or bankruptcy or the 
entry of an order for relief or the making of an order for winding-up or liquidation or (B) is 

· not dismissed, discharged, stayed or restrained in each case within 30 days of the institution or 
presentation thereof; (5) has a resolution passed for its winding-up, official management or 
liquidation (other than pursuant to a consolidation, amalgamation, succession or merger or, in 
the case of GSMMDP, reconstitution, reformation, or incorporation); (6)(A) seeks or becomes 
subject to the appointment of an administrator, provisional liquidator, conservator, receiver, 
trustee, custodian or other similar official for it or for substantially all its assets or (B) in the 
case of Counterparty, any Credit Support Provider of Counterparty or any applicable Specified 
Entity of Counterparty (I) there shall be appointed or designated with respect to it, an entity 
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such as an organization, board, commission, authority, agency or body to moniwr, review, 
oversee, recommend or declare a frnancial emergency or similar state of frnancial distress with 
respect to it or (II) there shall be declared or introduced or proposed for consideration by it or 
by any legislative or regulatory body with competent jurisdiction over it, the existence of a 
state of frnancial emergency or similar state of frnancial distress in respect of it; (7) has a 
secured party take possession of all or substantially all its assets or a distress, execution, 
attachment, sequestration or other legal process levied, enforced or sued on or against all or 
substantially all its assets and such secured party maintains possession, or such process is not 
dismissed, discharged, stayed or restrained, in each case within 30 days thereafter; (8) (A) 
causes or is subject to any event with respect to it which, under the applicable laws of any 
jurisdiction, has an analogous effect to any of the events specified in clauses ( 1) to (7) 
(inclusive) or (B) in the case of Counterparty, any Credit Support Provider of Counterparty or 
any applicable Specified Entity of Counterparty, causes or is subject to any event with respect 
to the funds specified in Section 4(f) ·or the project, program or other enterprise from which 
such funds are derived, in whole or in part, (regardless of whether any other assets are 
similarly affected) which, under the applicable laws of any jurisdiction, has an analogous effect 
to any of the events specified in clauses (1) to (7) (inclusive); or (9) takes any action in 
furtherance of, or indicating its consent to, approval of, or acquiescence in, any of the 
foregoing acts; or 

(viii) Merger Without Assumption. The party or any Credit Support Provider 
of such party consolidates or amalgamates with, or merges with or into, or transfers all or 
substantially all its assets to, or reorganizes, incorporates, reincorporates, reconstitutes or 
reforms into or as, another entity (or, without limiting the foregoing, with respect to 
Counterparty, an entity such as an organization, board, commission, authority, agency or body 
succeeds to the principal functions of, or powers and duties granted to, Counterparty or any 
Credit Support Provider of Counterparty generally, or with respect to the funds specified in 
Section 4(f) or· the project, program or other enterprise from which such funds are derived in 
whole or in part) and, at the time of such consolidation, amalgamation, merger, transfer, 
reorganization, incorporation, reincorporation, reconstitution, reformation or succession: 

(1) the resulting, surviving, transferee or successor entity fails to 
assume all the obligations of such party or such Credit Support Provider under this Agreement 
or any Credit Support Document to which it or its predecessor was a party by operation of law 
or pursuant to an agreement reasonably satisfactory to the other party to this Agreement; 

(2) the benefits of any Credit Support Document fail to extend 
(without the consent of the other party) to the performance by such resulting, surviving, 
transferee or successor entity of its obligations under this Agreement; or 

(3) in the case of Counterparty, the sources of payment for the 
obligations of Counterparty as set forth in this Agreement are no longer available for the 
satisfaction of such resulting, surviving, transferee or successor entity's obligations to the other 
party hereto. 
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(b) Termination Events. The occurrence at any time with respect to a party or, if 
applicable, any Credit Support Provider of such party or any Specified Entity of such party of 
any event specified below constitutes an Illegality if the event is specified in (i) below, a Credit 
Event Upon Merger if the event is specified pursuant to (ii) below or an Additional 
Termination Event if the event is specified pursuant to (iii) below: 

(i) Illegality. Due to the adoption of, or any change in, any applicable law 
after the date on which a Transaction is entered into, or due to the promulgation of, or any 
change in, the interpretation by any court, tribunal or regulatory authority with competent 
jurisdiction of any applicable law after such date, it becomes unlawful (other than as a result of 
a breach by the party of Section 4(b)) for such party (which will be the Affected Party): 

(1) to perform any absolute or contingent obligation to make a 
payment or to receive a payment in respect of such Transaction or to comply with any other 
material provision of this Agreement relating to such Transaction; or 

(2) to perform, or for any Credit Support Provider of such party to 
perform, any contingent or other obligation which the party (or such Credit Support Provider) 
has under any Credit Support Document relating to such Transaction; 

(ii) Credit Event Upon Merger. Such party ("X"), any Credit Support 
Provider of X or any applicable Specified Entity of X consolidates or amalgamates with, or 
merges into, or transfers all or substantially all its assets (or, in the case of Counterparty, all or 
substantially all of the project, program or other enterprise from which the funds specified in 
Section 4(f) are derived in whole or in part) to, or reorganizes, incorporates, reincorporates, 
reconstitutes, or reforms into or as, or receives all or substantially all of the assets and/or 
liabilities or obligations of, another entity (or, without limiting the foregoing, with respect to 
Counterparty, an entity such as an organization, board, commission, authority, agency or body 
succeeds to the principal functions of, or powers and duties granted to, Counterparty or any 
Credit Support Provider of Counterparty or any applicable Specified Entity of Counterparty 
generally, or with respect to the project, program or other enterprise from which the funds 
specified in Section 4(f) are derived in whole or in part), and such action does not constitute an 
event described in Section 5(a)(viii) but the creditworthiness of X, such Credit Support 
Provider, or such Specified Entity (as the case may be) or any resulting, surviving, transferee, 
reorganized, reconstituted, reformed, recapitalized or successor entity is materially weaker 
than that of X, such Credit Support Provider, or such Specified Entity (as the case may be) 
immediately prior to such action (and, in such event, X or any resulting, surviving, transferee, 
reorganized, reconstituted, reformed, recapitalized, or successor entity, as appropriate, will be 
the Affected Party); or 

(iii) Additional Termination Event. If any "Additional Termination Event" is 
specified in any Confirmation as applying, the occurrence of such event (and, in such event, 
the Affected Party or Affected Parties shall be as specified for such Additional Termination 
Event in such Confirmation). 
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(c) Event of Default and Illegality. If an event or circumstance which would 
otherwise constirute or give rise to an Event of Default also constirutes an Illegality, it will be 
treated as an Illegality and will not constirute an Event of Default. 

6. Early Termination. 

(a) Right to Terminate Following Event of Default. If at any time an Event of 
Default with respect to a party (the "Defaulting Party") has occurred and is then continuing, 
the other party (the "Non-defaulting Party") may, by not more than 20 days notice to the 
Defaulting Party specifying the relevant Event of Default, designate a day not earlier than the 
day such notice is effective as an Early Termination Date in respect of all outstanding 
Transactions; provided, however, that an Early Termination Date in respect of all outstanding 
Transactions will occur immediately upon the occurrence with respect to such party of an 
Event of Default specified in Section 5(a)(vii)(l), (3), (5), (6) or, to the extent analogous 
thereto, (8), and as of the time immediately preceding the instirution of the relevant proceeding 
or the presentation of the relevant petition upon the occurrence with respect to such party of an 
Event of Default specified in Section 5(a)(vii)(4) or, to the extent analogous thereto, (8). 

(b) Right to Terminate Following Termination Event. 

(i) Notice. If a Termination Event occurs, an Affected Party will, promptly 
upon becoming aware of it, notify the other party, specifying the nature of that Termination 
Event and each Affected Transaction and will also give such other information about that 
Termination Event as the other party may reasonably require. 

(ii) Two Affected Parties. If an Illegality under Section 5(b)(i)(l) occurs and 
there are two Affected Parties, each party will use all reasonable efforts to reach agreement 
within 30 days after notice thereof is given under Section 6(b )(i) on action to avoid that 
Termination Event. 

(iii) Right to Terminate. If: 

(1) an agreement under Section 6(b)(ii) has not been effected with 
respect to all Affected Transactions within 30 days after an Affected Party gives notice under 
Section 6(b)(i); or 

(2) an Illegality other than that referred to in Section 6(b)(ii), a 
Credit Event Upon Merger or an Additional Termination Event occurs, 

either party in the case of an Illegality, the party designated in the relevant Confrrmation in the 
case of an Additional Termination Event, or the party which is not the Affected Party in the 
case of a Credit Event Upon Merger may, by not more than 20 days notice to the other party 
and provided that the relevant Termination Event is then continuing, designate a day not earlier 
than the day such notice is effective as an Early Termination Date in respect of all Affected 
Transactions. 
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(c) Effect of Designation. 

(i) If notice designating an Early Termination Date is given under Section 
6(a) or (b), the Early Termination Date will occur on the date so designated, whether or not 
the relevant Event of Default or Termination Event is then continuing. 

(ii) Upon the occurrence or effective designation of an Early Termination 
Date, no further payments or deliveries under Section 2(a)(i) or 2(d) in respect of the 
Terminated Transactions will be required to be made, but without prejudice to the other 
provisions of this Agreement. The amount, if any, payable in respect of an Early Termination 
Date shall be determined pursuant to Section 6(e). 

(d) Calculations. 

(i) Statement. On or as soon as reasonably practicable following the 
occurrence of an Early Termination Date, each party will make the calculations on its part, if 
any, contemplated by Section 6(e) and will provide to the other party a statement (1) showing, 
in reasonable detail, such calculations (including all relevant quotations and specifying any 
amount payable under Section 6(e)) and (2) giving details of the relevant account to which any 
amount payable to it is to be paid. In the absence of written confirmation from the source of a 
quotation obtained in determining a Market Quotation, the records of the party obtaining such 
quotation will be conclusive evidence of the existence and accuracy of such quotation. 

(ii) Payment Date. An amount calculated as being due in respect of any 
Early Termination Date under Section 6(e) will be payable on the day that notice of the amount 
payable is effective (in the case of an Early Termination Date which is designated or occurs as 
a result of an Event of Default) and on the day which is two Local Business Days after the day 
on which notice of the amount payable is effective (in the case of an Early Termination Date 
which is designated as a result of a Termination Event). Such amount will be paid together 
with (to the extent permitted under applicable law) interest thereon (before as well as after 
judgment), from (and including) the relevant Early Termination Date to (but excluding) the 
date such amount is paid, at the Applicable Rate. Such interest will be calculated on the basis 
of daily compounding and the actual number of days elapsed. 

(e) Payments on Early Termination. The amount, if any, payable in respect of an 
Early Termination Date and determined pursuant to this Section will be subject to any Set-off. 

(i) Events of Default. If the Early Termination Date results from an Event 
of Default, an amount will be payable by the Defaulting Party to the Non-defaulting Party 
equal to the difference, if a positive number, of (A) the sum of the Settlement Amount 
(determined by the Non-defaulting Party) in respect of the Terminated Transactions and the 
Unpaid Amounts owing to the Non-defaulting Party less (B) the Unpaid Amounts owing to the 
Defaulting Party. [Subject to Execution of Acknowledgment Cenificate] 
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(ii) Termination Events. If the Early Termination Date results from a 
Termination Event: 

(1) One Affected Pany. If there is one Affected Party, the amount 
payable will be equal to (A) the sum of the Settlement Amount (determined by the Non
affected Party) in respect of the Terminated Transactions and the Unpaid Amounts owing to 
the Non-affected Party less (B) the Unpaid Amounts owing to the Affected Party. If that 
amount is a positive number, the Affected Party will pay it to the Non-affected Party; if it is a 
negative number, the Non-affected Party will pay the absolute value of that amount to the 
Affected Party; 

(2) Two Affected Panies. If there are two Affected Parties each party 
will determine a Settlement Amount in respect of the Terminated Transactions, and an amount 
will be payable equal to (I) the sum of (a) one-half of the difference between the Settlement 
Amount of the party with the higher Settlement Amount ("X") and the Settlement Amount of 
the party with the lower Settlement Amount ("Y") and (b) the Unpaid Amounts owing to X 
less (II) the Unpaid Amounts owing to Y. 

lf the amount payable is a positive number, Y will pay it to X; if it is a negative number, X 
will pay the absolute value of that amount to Y. 

(iii) Pre-Estimate. The parties agree that an amount recoverable under this 
Section 6(e) is a reasonable pre-estimate of loss and not a penalty. Such amount is payable for 
the loss of bargain and the loss of protection against future risks and except as otherwise 
provided in this Agreement neither party will be entitled to recover any additional damages as 
a consequence of such losses. 

7. Transfer 

Neither this Agreement nor any interest or obligation in or under this Agreement may be 
transferred (whether by way of security or otherwise) by either party without the prior written 
consent of the other party, which consent will not be umeasonably withheld or delayed, except 
that: 

(a) a party may make such a transfer of this Agreement pursuant to a consolidation 
or amalgamation with, or merger with or into, or transfer of all or substantially all its assets to, 
or reorganization, incorporation, reincorporation, reconstitution, or ·reformation into or as, 

· another entity (but without prejudice to any other right or remedy under this Agreement); 

(b) a party may make such a transfer of all or any part of its interest in any amount 
payable to it from a Defaulting Party under Section 6(e); and 

(c) in addition to, and not in lieu of, the preceding transfer rights, GSMMDP may, 
without recourse by Counterparty or GSMMDP's transferee or any Credit Support Provider of 
either such party to or against GSMMDP or any Credit Support Provider of such party, 
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transfer this Agreement, all or any part of its interests (including without limitation all or any 
part of its interests in any amounts payable to it from Counterparty or obligations in or under 
this Agreement, or one or more Transactions) to any of GSMMDP's Affiliates or any of the 
Affiliates of The Goldman Sachs Group, L.P., provided that: (i) if any such transfer is of any 
obligations of GSMMDP, either (A) such transferee or such transferee's Credit Support 
Provider must have a long-term, unsecured, unsubordinated debt obligation rating or fmancial 
program rating (or other similar rating) by at least one U.S. nationally recognized rating 
agency which is equal to or greater than the comparable long-term, unsecured, unsubordinated 
debt obligation rating or financial program rating (or other similar rating) of GSMMDP 
immediately prior to such transfer, or (B) the obligations transferred to such transferee must be 
guaranteed by GSMMDP pursuant to a guaranty or other agreement or instrument murually 
agreed upon by both parties acting reasonably; and (ii) an Event of Default or a Termination 
Event does not occur as a result of such transfer. 

Any purported transfer that is not in compliance with this Section will be void. 

Except as specified otherwise in the documentation evidencing a transfer, a 
transfer of all or any part of the obligations of either party made in compliance with this 
Section will constitute an acceptance and assumption of such obligations (and any related 
interests so transferred) by the transferee, a novation of the transferee in place of the transferor 
with respect to such obligations (and any related interests so transferred), and a release and 
discharge by the non-transferring party of the transferor from, and an agreement by the non
transferring party not to make any claim for payment, liability, or otherwise against the 
transferor with respect to, such obligations from and after the effective date of the transfer. 

8. Miscellaneous 

(a) Entire Agreement. This Agreement constitutes the entire agreement and 
understanding of the parties with respect to its subject matter and supersedes all oral 
communication and prior writings with respect thereto. 

(b) Amendments. No amendment, modification or waiver in respect of this 
Agreement will be effective unless in writing (including a writing evidenced by a facsimile 
transmission) and executed by each of the parties or confirmed by an exchange of telexes or 
electronic messages on an electronic messaging system. 

(c) Survival of Obligations. Without prejudice to Sections 2(a)(iii) and 6(c)(ii), the 
obligations of the parties under this Agreement will survive the termination of any Transaction. 

(d) Remedies Cumulative. Except as provided in this Agreement, the rights, 
powers, remedies and privileges provided in this Agreement are cumulative and not exclusive 
of any rights, powers, remedies and privileges provided by law. 

(e) Counterpans and Confirmations. 
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(i) This Agreement (and each amendment, modification and waiver in 
respect of it) may be executed and delivered in counterparts (including by facsimile 
transmission), each of which will be deemed an original. 

(ii) A Confmnation may be executed and delivered in counterparts 
(including by facsimile transmission) or be created by an exchange of telexes or by an 
exchange of electronic messages on an electronic messaging system, which in each case will be 
sufficient for all purposes to evidence a binding supplement to this Agreement. The parties 
will specify therein or through another effective means that any such counterpart, telex or 
electronic message constitutes a Confirmation. 

(iii) On or promptly following the Trade Date or other transaction date of 
each Transaction, GSMMDP will send to Counterparty a Confirmation. Counterparty. will 
promptly thereafter confirm the accuracy of (in the manner required by Section 8(e)), or 
request the correction of, such Confirmation (in the latter case, indicating how it believes the 
terms of such Confirmation should be correctly stated and such other terms which should be 
added to or deleted from such Confirmation to make it correct). 

(f) No Waiver of Rights. A failure or delay in exercising any right, power or 
privilege in respect of this Agreement will not be presumed to operate as a waiver, and a single 
or partial exercise of any right, power or privilege will not be presumed to preclude any 
subsequent or further exercise of. that right, power or privilege or the exercise of any other 
right, power or privilege. 

(g) Headings. The headings used in this Agreement are for convenience of 
reference only and are not to affect the construction of or to be taken into consideration in 
interpreting this Agreement. 

(h) Rounding. For purposes of any calculations referred to in this Agreement 
(unless otherwise specified), (a) all percentages resulting from such calculations will be 
rounded, if necessary, to the nearest one hundred-thousandth of a percentage point ~. 
9.876541% (or .09876541) being rounded down to 9.87654% (or .0987654) and 9.876545% 
(or .09876545) being rounded up to 9.87655% (or .0987655)) and (b) all U.S. Dollar amounts 
used in or resulting from such calculations will be rounded to the nearest cent (with one half 
cent being rounded up). 

9. Expenses 

A Defaulting Party will, on demand, reimburse the other party for all reasonable out -of-pocket 
expenses, including legal fees, incurred by such other party by reason of the enforcement and 
protection of its rights under this Agreement or any Credit Support Document to which the 
Defaulting Party is a party or by reason of the early termination of any Transaction, including, 
but not limited to, costs of collection. 
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10. Notices 

(a) Effectiveness. Any notice or other conununication in respect of this Agreement 
may be given in any manner set forth below (except that a notice or other conununication 
under Section 5 or 6 may not be given by facsimile transmission or electronic messaging 
system) to the address or number or in accordance with the electronic messaging system details 
provided herein and will be deemed effective as indicated: 

(i) if in writing and delivered in person or by courier, on the date it is 
delivered; 

(ii) if sent by telex, on the date the recipient's answerback is received; 

(iii) if sent by facsimile transmission, on the date that transmission is received 
by a responsible employee of the recipient in legible form (it being agreed that the burden of 
proving receipt will be on the sender and will not be met by a transmission report generated by 
the sender's facsimile machine); 

(iv) if sent by certified or registered mail (airmail, if overseas) or the 
equivalent (return receipt requested), on the date that mail is delivered or its delivery is 
attempted; or 

(v) if sent by electronic messaging system, on the date that electronic 
message is received, 

unless the date of that delivery (or attempted delivery) or that receipt, as applicable, is not a 
Local Business Day or that conununication js delivered (or attempted) or received, as 
applicable, after the close of business on a Local Business Day, in which case that 
conununication shall be deemed given and effective on the first following day that is a Local 
Business Day. 

For the purpose of this Section lO(a): 

Address for notices or conununications to GSMMDP: 

Address: 85 Broad Street 
New York, New York 10004, U.S.A. 

Attention: Swap Administration 

Telex No.: 421344 Answerback: GOLSAX 

Facsimile No.: 212-902-0996 Telephone No.: 212-902-1000 

Electronic Messaging System Details: None. 
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With -a copy to: 

Address: 85 Broad Street 
New York, New York 10004, U.S.A. 

Attention: Treasury Administration 

Telex No.: 421344 Answerback: GOLSAX 

Facsimile No.: 212-902-3325 Telephone No.: 212-902-1000 

Electronic Message System Details: None. 

Address for notices or communications to Counterparty: 

Address: Board of Regents of the University of Texas System 
201 West 7th Street 
Austin, Texas 78701 

Attention: Office of Finance 

Telex No.: None Answerback: None 

Facsimile No.: 512-[TO BE PROVIDED] Telephone No.: 512-499-4367 

Electronic Messaging System Details: None. 

(b) Change of Addresses. Either party may by notice to the other change the 
address, telex or facsimile number or electronic messaging system details at which notices or 
other communications are to be given to it. 

(c) Service of Process. 

GSMMDP irrevocably appoints: 

Name: Goldman Sachs Mitsui Marine Derivative Products, L.P. 
Address: 85 Broad Street 

New York, New York 10004 
Attention: Legal Departtnent 

Counterparty irrevocably appoints: 

Name: The University Texas System 
Address: 201 West 7th Street 

Austin, Texas 78701 
Attention: General Counsel 
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11. Governing Law and Jurisdiction 

Governing Law. This Agreement and each Confirmation will be governed by, and 
construed and enforced in accordance with the laws of the State of Texas except that 
GSMMDP's rights, remedies, and obligations hereunder shall be governed by and construed in 
accordance with the laws of the State of New York. 

12. Definitions 

As used in this Agreement: 

"Additional Termination Event" means any event specified as such in a Confirmation. 

"Affected Party" has the meaning specified in Section 5(b). 

"Affected Transactions" means (a) with respect to any Termination Event consisting of an 
Illegality, all Transactions affected by the occurrence of such Termination Event and (b) with 
respect to any other Termination Event, all Transactions. 

"Affiliate" means, in relation to any person, any entity controlled, directly or indirectly, by the 
person, any entity that controls, directly or indirectly, the person or any entity directly or 
indirectly under common control with the person. For this purpose, "control" of any entity or 
person means ownership of a majority of the voting power of the entity or person. 

"Applicable Rate" means: 

(a) in respect of obligations payable (or which would have been but for Section 
2(a)(iii)) by a Defaulting Party, the Default Rate; 

(b) in respect of an obligation to pay an amount under Section 6(e) of either 
party from and after the date (determined in accordance with Section 6(d)(ii)) on which that 
amount is payable, the Default Rate; 

(c) in respect of all other obligations payable or deliverable (or which would 
have been but for Section 2(a)(iii)) by a Non-defaulting Party, the Non-default Rate; and 

(d) in all other cases, the Termination Rate. 

"Authorizing Law" means Chapter 55, Texas Education Code and Vernon's Annotated Texas 
Civil Statutes, Article 717q, as amended. 

"BMA Municipal Swap Index" means the Municipal Swap Index of the Bond Market 
Association (formerly known as the Public Securities Association), disseminated by Municipal 
Market Data, a Thomson Financial Services Company or any nationally-recognized successor. 
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"Bonds" means any bonds, notes, certificates or other indebtedness or securities issued by or 
on behalf of Counterparty and identified in a Confirmation for a Bond Transaction. 

"Bond Transaction" means any Transaction identified as such in the relevant Confirmation and 
which is entered into in connection with the issuance of Bonds. 

"Business Day" means, in respect of any date that is specified in this Agreement or in a 
Confirmation to be subject to adjustment in accordance with any applicable Business Day 
Convention, a day on which commercial banks settle payments in the place(s) and on the days 
specified for that purpose in the relevant Confirmation and, if place(s) and days are not so 
specified, a day on which commercial banks settle payments in U.S. Dollars in New York. 

"Business Day Convention" means: 

(a) the convention for adjusting any relevant date if it would otherwise fall on a day that 
is nor a Business Day. The following terms, when used in conjunction with the term "Business 
Day Convention" and a date, shall mean that an adjustment will be made if that date would 
otherwise fall on a day that is not a Business Day so that: 

(i) if "Following" is specified, that date will be the first following day that is a 
Business Day; 

(ii) if "Modified Following" or "Modified" is specified, that date will be the 
first following day that is a Business Day unless that day falls in the next calendar 
month, in which case that date will be the first preceding day that is a Business Day; 
and 

(iii) if "Preceding" is specified, that date will be the first preceding day that is a 
Business Day. 

(b) The Business Day Convention applicable to a date that is specified in this 
Agreement or in a Confirmation to be subject to adjustment in accordance with an applicable 
Business Day Convention shall be the Business Day Convention specified for that date in this 
Agreement or that Confirmation or, if a Business Day Convention is not so specified for that 
date but a Business Day Convention is specified for a Transaction, shall be the Business Day 
Convention specified in a Confirmation for that Transaction. 

"Calculation Agent" means GSMMDP, unless otherwise specified in a Confirmation in relation 
to the relevant Transaction, responsible for (a) calculating the applicable Floating Rate, if any, 
for each Payment Date or for each Calculation Period, (b) calculating any Floating Amount 
payable on each Payment Date or for each Calculation Period, (c) calculating any Fixed 
Amount payable on each Payment Date or for each Calculation Period, (d) giving notice to the 
parties to the Transaction on the Calculation Date for each Payment Date or for each 
Calculation Period, specifying (i) the Payment Date, (ii) the party or parties required to make 
the payment or payments then due, (iii) the amount or amounts of the payment or payments 
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then due and (iv) reasonable details as to how the amount or amounts were determined, and (e) 
if, after notice is given, there is a change in the number of days in the relevant Calculation 
Period and the amount or amounts of the payment or payments due for that Payment Date or 
for that Calculation Period, promptly giving the parties to the Transaction notice of those 
changes, with reasonable details as to bow those changes were determined. Whenever the 
Calculation Agent is required to select banks or dealers for the purpose of making any 
calculation or determination, the Calculation Agent will make the selection in good faith after 
consultation with the other party (or the parties, if the Calculation Agent is a third party), if 
practicable, for the purpose of obtaining a representative rate that will reasonably reflect 
conditions prevailing at the time in the relevant market, unless otherwise specified in a 
Confirmation in relation to the relevant Transaction. 

"Calculation Date" means, in respect of any Payment Date or any Calculation Period, the 
earliest day on which it is practicable to provide the notice that the Calculation Agent is 
required to give for that Payment Date or for that Calculation Period, and in no event later 
than the close of business on the Business Day next preceding that Payment Date or the 
Payment Date for that Calculation Period (unless that preceding Business Day is a Reset Date, 
then in no event later than the latest time that will permit any payment due on that Payment 
Date to be made on that Payment Date). 

"Calculation Period" means: 

(a) in respect of a Transaction and a party, each period from, and including, one 
Period End Date of that party to, but excluding, the next following applicable Period 
End Date during the Term of the Transaction, except that (i) the initial Calculation 
Period for the party will commence on, and include, the Effective Date, and (ii) the 
ftnal Calculation Period for the party will end on, but exclude, the Termination Date; 
provided, however that: 

(b) unless otherwise provided for a Transaction or a party, where the Fixed 
Amount or Floating Amount is calculated by reference to a Calculation Period, the 
Fixed Amount or Floating Amount applicable to a Payment Date will be the Fixed 
Amount or Floating Amount calculated with reference to the Calculation Period ending 
on, but excluding, the Period End Date that is (or is closest in time to) that Payment 
Date or, in the case of the fmal Calculation Period, ending on, but excluding, the 
Termination Date. 

"Code" means the Internal Revenue Code of 1986, as amended. 

"consent" includes a consent, approval, action, authorization, exemption, notice, filing, 
registration or exchange control consent. 

"Consolidated Financial Statements" means in respect of Counterparty, a copy of the armual 
report of such party relating to the University System containing unaudited consolidated 
financial statements for such party's fiscal year, prepared in accordance with the Texas 
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Comptroller of Public Accounts Annual Financial Reponing Requirements and on a basis 
consistent witb prior periods. 

"Covered Document" means tbe Master Resolution including tbe Eightb Supplemental 
Resolution to tbe Master Resolution adopted by tbe Counterparty on February [ 11], 1999. 

"Credit Event Upon Merger" has tbe meaning specified in Section 5(b). 

"Credit Support Document" means: (i) witb respect to GSMMDP tbe Suppon Agreement 
referenced in Section 4(a) and (ii) witb respect to Counterparty, not applicable. Each Credit 
Support Document is incorporated by reference in, constitutes part of, and is in connection 
witb, tbis Agreement and each Confirmation (unless provided otherwise in a Confirmation) as 
if set forth in full in tbis Agreement or such Confirmation. 

"Credit Support Provider" means, in relation to GSMMDP, not applicable and, in relation to 
Counterparty, not applicable. 

"Day Count Fraction" means, as specified in tbe Confirmation in respect of a Transaction and 
tbe calculation of a Fixed Amount or a Floating Amount, 

(a) if "Actual/365" or "Actual/Actual" is specified, the actual number of 
days in tbe Calculation Period in respect of which payment is being made divided by 
365 (or, if any portion of that Calculation Period falls in a leap year, tbe sum of (A) tbe 
actual number of days in that portion of tbe Calculation Period falling in a leap year 
divided by 366 and (B) tbe actual number of days in that portion of tbe Calculation 
Period falling in a non-leap year divided by 365); 

(b) if "Actual/365 (Fixed)" is specified, tbe actual number of days in tbe 
Calculation Period in respect of which payment is being made divided by 365; 

(c) if "Actual/360" is specified, tbe actual number of days in tbe Calculation 
Period in respect of which payment is being made divided by 360; 

(d) if "30/360", "360/360" or "Bond Basis" is specified, tbe number of days 
in tbe Calculation Period in respect of which payment is being made divided by 360 
(tbe number of days to be calculated on tbe basis of a year of 360 days witb 12 30-day 
montbs (unless (i) tbe last day of tbe Calculation Period is tbe 31st day of a montb but 
tbe first day of tbe Calculation Period is a day otber tban tbe 30tb or 31st day of a 
montb, in which case tbe montb that includes tbat last day shall not be considered to be 
shortened to a 30-day montb, or (ii) tbe last day of tbe Calculation Period is the last day 
of tbe montb of February, in which case tbe montb of February shall not be considered 
to be lengthened to a 30-day montb); and 

(e) if "Government Bond Basis" is specified, tbe number of days in tbe 
Calculation Period in respect of which payment is being made divided by 360 (tbe 
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number of days to be calculated on the basis of a year of 360 days with 12 30-day 
months). 

"Default Rate" means a rate per annum equal to the cost (without proof or evidence of any 
acrual cost) to the relevant payee (as certified by it) if it were to fund or of funding the relevant 
amount plus 1% per annum; provided, however, that, with respect to amounts payable by the 
Counterparty, the Default Rate shall not exceed the maximum rate allowed by law, as 
determined by Vernon's Annotated Texas Civil Starutes, Article 717k-2, as amended. 

"Defaulting Party" has the meaning specified in Section 6(a). 

"Early Termination Date" means the date determined in accordance with Section 6(a) or 
6(b)(iii). 

"Effective Date" means the date specified as such for a Transaction, which date is the first day 
of the Term of the Transaction. 

"Event of Default" has the meaning specified in Section 5(a). 

"Financings" has the meaning specified in Section 4(d). 

"Fixed Amount" means, in respect of a Transaction and a Fixed Rate Payer, an amount that, 
subject to any applicable condition precedent, is payable by that Fixed Rate Payer on an 
applicable Payment Date and is specified in a Confirmation or is determined as provided in 
Section 2(a)(i)(A) or as provided in a Confirmation. 

"Fixed Rate" means, for any Payment Date or for any Calculation Period in respect of a 
Payment Date, a rate, expressed as a decimal, equal to the per annum rate specified as such for 
the Transaction or that party. 

"Fixed Rate Day Count Fraction" means, in respect of any calculation of a Fixed Amount, the 
Day Count Fraction specified as the Fixed Rate Day Count Fraction for the Transaction or the 
Fixed Rate Payer. 

"Fixed Rate Payer" means, in respect of a Transaction, a party obligated to make payments 
from time to time during the Term of the Transaction of amounts calculated by reference to a 
fixed per annum rate or to make one or more payments of a Fixed Amount. 

"Floating Amount" means, in respect of a Transaction and a Floating Rate Payer, an amount 
determined as provided in Section 2(a)(i)(B) or as provided in a Confirmation, that, subject to 
any applicable condition precedent, is payable by that Floating Rate Payer on an applicable 
Payment Date and is determined by reference to a Floating Rate Option or pursuant to a 
method specified in a Confirmation. 

"Floating Rate" means, for any Calculation Period in respect of a Payment Date or for any 
Reset Date, a rate, expressed as a decimal, equal to 
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(i) (A) if a cap rate is specified, the excess, if any, of a rate determined pursuant 
to subparagraph (ii) below over the cap rate so specified; or (B) if a floor rate is 
specified, the excess, if any, of the floor rate so specified over a rate determined 
pursuant to subparagraph (ii) below; and 

(ii) in all other cases and for purposes of subparagraph (i)(A) and (B): 

(A) if a per annum rate is specified for the Transaction or that party to be 
the Floating Rate applicable to that Calculation Period or Reset Date, the 
Floating Rate so specified; 

(B) if only one Reset Date is established for the Transaction or that party 
during (or in respect of) that Calculation Period, the Relevant Rate for that 
Reset Date; 

(C) if more than one Reset Date is established for the Transaction or that 
party during (or in respect of) that Calculation Period and the "Unweighted 
Average" method of calculation is specified, the arithmetic mean of the Relevant 
Rates for each of those Reset Dates; 

(D) if more than one Reset Date is established for the Transaction or that 
party during (or in respect of) that Calculation Period and the "Weighted 
Average" method of calculation is specified, the arithmetic mean of the Relevant 
Rates in effect for each day in that Calculation Period calculated by multiplying 
each Relevant Rate by the number of days such Relevant Rate is in effect, 
determining the sum of such products and dividing such sum by the number of 
days in the Calculation Period; or 

(E) if more than one Reset Date is established for the Transaction or that 
party during (or in respect of) that Calculation Period and neither the 
"U nweighted Average" nor the "Weighted Average" method of calculation is 
specified, a Floating Rate determined as if "Unweighted Average" had been 
specified as the applicable method of calculation. 

"Floating Rate Day Count Fraction" means, in respect of a Transaction and any calculation of 
a Floating Amount, the Day Count Fraction specified as the Floating Rate Day Count Fraction 
for the Transaction or the Floating Rate Payer. 

"Floating Rate Option" means, unless specified otherwise in a Confirmation, in respect of a 
Transaction and the calculation of a Floating Amount, the BMA Municipal Swap Index. If 
such index is no longer calculated or is otherwise unavailable, then the Kenny Index shall be 
substituted for the BMA Municipal Swap Index. If both the BMA Municipal Index and the 
Kenny Index are no longer calculated or are otherwise unavailable, then "Floating Rate 
Option" means that the rate for a Reset Date will be the rate determined by GSMMDP. If the 
rate for a Reset Date is determined by GSMMDP, such rate shall equal the prevailing rate 
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determined by GSMMDP for bonds rated in the highest short-term rating category by Moody's 
Investors Services, Inc. and Standard & Poor's Ratings Group in respect of issuers most 
closely resembling the "high grade" component issuers most recently selected by the Public 
Securities Association prior to cessation of publication of the BMA Municipal Swap Index that 
are subject to tender by the holders thereof for purchase on not more than seven (7) days notice 
and the interest on which is (i) variable on a weekly basis, (ii) excludable from gross income 
for federal income tax purposes under the Code, and (iii) not subject to an "individual 
alternative minimum tax" or similar tax under the Code, except to the extent that all tax
exempt bonds are subject to such tax. 

"Floating Rate Payer" means, in respect of a Transaction, a party obligated to make payments 
from time to time during the Term of the Transaction of amounts calculated by reference to a 
floating per annum rate or to make one or more payments of a Floating Amount. 

"Illegality" has the meaning specified in Section 5(b). 

"Incipient Illegality" means (a) the enactment by any legislative body with competent 
jurisdiction over Counterparty of legislation which, if adopted as Jaw, would render unlawful 
(i) the performance by Counterparty of any absolute or contingent obligation to make a 
payment or to receive a payment in respect of a Transaction or the compliance by Counterparty 
with any other material provision of this Agreement relating to such Transaction or (ii) the 
performance by Counterparty or a Credit Support Provider of Counterparty of any contingent 
or other obligation which Counterparty (or such Credit Support Provider) has under any Credit 
Support Document relating to such Transaction, (b) any assertion in any proceeding, forum or 
action by Counterparty, in respect of Counterparty or in respect of any entity located or 
organized under the Jaws of the state in which Counterparty is located to the effect that 
performance under this Agreement or similar agreements is unlawful or (c) the occurrence with 
respect to Counterparty or any Credit Support Provider of Counterparty of any event that 
constitutes an lllegality. 

"Incorporated Provisions" has the meaning specified in Section 4(d) of this Agreement. 

"Kenny Index "™ (a trademark of Kenny Information Systems, Inc.) means that the rate for a 
Reset Date will be the rate determined on the basis of the Kenny 30-Day High Grade Index and 
as computed by Kenny Information Systems, Inc. on that day. 

"law" includes any treaty, law, rule or regulation and "lawful" and "unlawful" will be 
construed accordingly. 

"Local Business Day" means a day on which commercial banks are open for business 
(including dealings in foreign exchange and foreign currency deposits) (a) in relation to any 
obligation under Section 2(a)(i), in the place(s) specified in the relevant Confirmation or, if not 
so specified, in The City of New York, (b) in relation to any other payment, in the place where 
the relevant account is located, (c) in relation to any notice or other communication, including 
notice contemplated under Section 5(a)(i), in the city specified in the address for notice 
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provided by the recipient and, in the case of a notice contemplated by Section 2(b), in the place 
where the relevant new account is to be located and (d) in relation to Section 5(a)(v)(2), in the 
relevant locations for performance with respect to such Specified Transaction. 

"Loss" means, with respect to this Agreement or one or more Terminated Transactions, as the 
case may be, and a party, an amount that party reasonably determines in good faith to be its (or 
in the case of GSMMDP, the person with which GSMMDP has entered into a transaction 
offsetting the Transaction with Counterparty that later becomes a Terminated Transaction) total 
losses and costs (or gain, in which case expressed as a negative number) in connection with 
this Agreement or that Terminated Transaction or group of Terminated Transactions, as the 
case may be, including any loss of bargain, cost of funding or, at the election of such party but 
without duplication, loss or cost incurred as a result of its (or in the case of GSMMDP, the 
person with which GSMMDP has entered into a transaction offsetting the Transaction with 
Counterparty that later becomes a Terminated Transaction) terminating, liquidating, obtaining 
or reestablishing any hedge or related trading position (or any gain resulting from any of 
them). Loss includes losses and costs (or gains) in respect of any payment required to have 
been made (assuming satisfaction of each applicable condition precedent) on or before the 
relevant Early Termination Date and not made, except, so as to avoid duplication, if Section 
6(e)(i) or 6(e)(ii)(2) applies. Loss does not include a party's legal fees and out-of-pocket 
expenses referred to under Section 9. A party will determine its Loss as of the relevant Early 
Termination Date, or, if that is not reasonably practicable, as of the earliest date thereafter as 
is reasonably practicable. A party may (but need not) determine its Loss by reference to 
quotations of relevant rates or prices form one or more leading dealers in the relevant markets. 

"Market Quotation" means, with respect to one or more Terminated Transactions and a party 
making the determination, an amount determined on the basis of quotations from Reference 
Market-makers. Each quotation will be for an amount, if any, that would be paid to such party 
(expressed as a negative number) or by such party (expressed as a positive number) in 
consideration of an agreement between such party (taking into account any existing Credit 
Support Document with respect to the obligations of such party) and the quoting Reference 
Market-maker to enter into a transaction (the "Replacement Transaction") that would have the 
effect of preserving for such party the economic equivalent of any payment (whether the 
underlying obligation was absolute or contingent and assuming the satisfaction of each 
applicable condition precedent) by the parties under Section 2(a)(i) in respect of such 
Terminated Transaction or group of Terminated Transactions that would, but for the 
occurrence of the relevant Early Termination Date, have been required after that date. For this 
purpose, Unpaid Amounts in respect of the Terminated Transaction or group of Terminated 
Transactions are to be excluded but, without limitation, any payment that would, but for the 
relevant Early Termination Date, have been required (assuming satisfaction of each applicable 
condition precedent) after that Early Termination Date is to be included. The Replacement 
Transaction would be subject to such documentation as such party and the Reference Market
maker may, in good faith, agree. The party making the determination (or its agent) will 
request each Reference Market-maker to provide its quotation to the extent reasonably 
practicable as of the same day and time (without regard to different time zones) on or as soon 
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as reasonably practicable after the relevant Early Termination Date. The day and time as of 
which those quotations are to be obtained will be selected in good faith by the party obliged to 
make a determination under Section 6(e), and, if each party is so obliged, after consultation 
with the other. If more than three quotations are provided, the Market Quotation will be the 
arithmetic mean of the quotations, without regard to the quotations having the highest and 
lowest values. If exactly three such quotations are provided, the Market Quotation will be the 
quotation remaining after disregarding the highest and lowest quotations. For this purpose, if 
more than one quotation has the same highest value or lowest value, then one of such 
quotations shall be disregarded. If fewer than three quotations are provided, it will be deemed 
that the Market Quotation in respect of such Terminated Transaction or group of Terminated 
Transactions cannot be determined. 

"Master Resolution " means the First Amended and Restated Master Resolution Establishing 
The University of Texas System Revenue Financing System adopted by the Counterparty on 
February 14, 1991, as amended on October 8, 1993 and August 14, 1997 and each 
Supplemental Resolution thereto authorizing Parity Debt. 

"Non-default Rate" means a rate per annum equal to the cost (without proof or evidence of any 
actual cost) to the Non-defaulting Party (as certified by it) if it were to fund the relevant 
amount. 

"Non-defaulting Parry" has the meaning specified in Section 6(a). 

"Notional Amount" means, in respect of a party and any Calculation Period, the amount 
specified as such for the Transaction. 

"Parity Debt "means Parity Debt as defined in the Master Resolution. 

"Payment Date" means, in respect of a Transaction and a party, each day during the Term of 
the Transaction so specified or predetermined and the Termination Date; except that (i) each 
Payment Date shall be subject to adjustment in accordance with the Modified Following 
Business Day Convention unless another Business Day Convention is specified to be applicable 
to Payment Dates in respect of the Transaction or that party and (ii) a Payment Date in respect 
of a Fixed Rate Payer may be a specified day prior to the Effective Date where the Floating 
Amounts payable by the Floating Rate Payer are calculated by reference to a cap rate or floor 
rate. 

"Period End Date" means, in respect of a Transaction and a party, 

(a) if Period End Dates are not established for the Transaction or that party, 
each Payment Date of that party during the Term of the Transaction; or 

(b) if Period End Dates are specified or otherwise predetermined for the 
Transaction or that party, each day during the Term so specified or predetermined; 
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except that, in the case of subsection (b) above, each Period End Date shall be subject to 
adjustment in accordance with the Modified Following Business Day Convention unless (x) 
another Business Day Convention is specified ro be applicable to Period End Dates in respect 
of the Transaction or that pany, in which case an adjustment will be made in accordance with 
that Business Day Convention, or (y) "No Adjustment" is specified in connection with Period 
End Dates for the Transaction or that pany, in which case no adjustment will be made, 
notwithstanding that the Period End Date occurs on a day that is not a Business Day. 

"Pledged Revenues " means Pledged Revenues as defmed in the Master Resolution. 

"Potential Event of Default" means any event which, with the giving of notice or the lapse of 
time or both, would constitute an Event of Default. 

"Reference Banks" means for purposes of any "LffiOR" Floating Rate Option, four major 
banks in the London interbank market. 

"Reference Market-makers" means four leading dealers in the relevant market selected by the 
pany determining a Market Quotation in good faith (a) from among dealers of the highest 
credit standing which satisfy all the criteria that such pany applies generally at the time in 
deciding whether to offer or to make an extension of credit or to enter into transactions similar 
in nature to Transactions and (b) to the extent practicable, from among such dealers having an 
office in the same city. 

"Relevant Rate" means for any day, a per annum rate, expressed as a decimal, equal to 

(a) if such day is a Reset Date, the rate determined with respect to that day for 
the specified Floating Rate Option as provided in the definition of Floating Rate Option 
in this Agreement or as provided in a Confirmation or as provided in any agreement 
between the parties governing the Transaction; or 

(b) if such day is not a Reset Date, the Relevant Rate determined pursuant to 
clause (a) above for the next preceding Reset Date. 

For purposes of determining the Relevant Rate for any day: 

(i) in any case where the Relevant Rate for a day is based on information 
obtained from the Reuters Monitor Money Rates Service or the Dow Jones Telerate 
Service, that Relevant Rate will be subject to the corrections, if any, to that information 
subsequently displayed by that source within one hour of the time when such rate is 
first displayed by such source; 

(ii) in any case where the Relevant Rate for a day is based on the Kenny Index 
or the BMA Municipal Swap Index, that Relevant Rate will be subject to the 
corrections, if any, subsequently made available by Kenny Information Systems, Inc. or 
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Municipal Market Data, as the case may be, for the applicable Reset Date within 30 
days of that day; and 

(iii) in the event that a party to any Transaction notifies the other party to the 
Transaction of any correction referred to in subsection (i) or (ii) above no later than 15 
days after the expiration of the period referred to in such subsection, an appropriate 
amount will be payable as a result of such correction (whether such correction is made 
or such notice is given before or after the Termination Date of the Transaction), 
together with interest on that amount at a rate per annum equal to the cost (without 
proof or evidence of any actual cost) to the relevant party (as certified by it) of funding 
that amount for the period from, and including, the day on which, based on such 
correction, a payment in the incorrect amount was first made to, but excluding, the day 
of payment of the refund or payment resulting from such correction. 

"Reset Date" means each day specified as such (or determined pursuant to a method specified 
for such purpose) for the Transaction or that party, subject to adjustment in accordance with 
any applicable Business Day Convention which, if a Business Day Convention is not specified 
in a Confirmation as being applicable to Reset Dates, shall be the Business Day Convention 
applicable to Floating Rate Payer Payment Dates in respect of that Transaction, unless an 
adjustment in accordance with that Business Day Convention would cause a Reset Date to fall 
on the Payment Date in respect of the Calculation Period to which that Reset Date relates, in 
which case that Reset Date shall be adjusted in accordance with the Preceding Business Day 
Convention. 

"Reuters Screen" means, when used in connection with any designated page and any Floating 
Rate Option, the display page so designated on the Reuters Monitor Money Rates Service (or 
such other page as may replace that page on that service for the purpose of displaying rates or 
prices comparable to that Floating Rate Option). 

"Scheduled Payment Date" means a date on which a payment is to be made under Section 
2(a)(i) with respect to a Transaction. 

"Set-off' means set-off, offset, combination of accounts, right of retention or withholding or 
similar right or requirement to which the payer of an amount under Section 6 is entitled or 
subject (whether arising under this Agreement, another contract, applicable law or otherwise) 
that is exercised by, or imposed on, such payer. 

"Settlement Amount" means, with respect to a party and any Early Termination Date, the sum 
of: 

(a) the Market Quotations (whether posttlve or negative) for each Terminated 
Transaction or group of Terminated Transactions for which a Market Quotation is 
determined; and 
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(b) such party's Loss (whether positive or negative and without reference to any 
Unpaid Amounts) for each Terminated Transaction or group of Terminated 
Transactions for which a Market Quotation cannot be determined or would not in (in 
the reasonable belief of the party making the deamination) produce a commercially 
reasonable result. 

"Specified Entity" means 

in relation to GSMMDP for the purpose of Sections 5(a)(v), 5(a)(vi), 5(a)(vii), and 
5(b )(ii), not applicable, and 

in relation to Counterparty for the purpose of Sections 5(a)(v), 5(a)(vi), 5(a)(vii), and 
5(b)(ii), not applicable. 

"Specified Indebtedness• means any obligation (whether present or future, contingent or 
otherwise, as principal or surety or otherwise) in respect of borrowed money. 

"Specified Transaction" means (a) any transaction (including an agreement with respect 
thereto) now existing or hereafter entered into (i) with respect to GSMMDP, between 
GSMMDP and Counterparty (or any Credit Support Provider of Counterparty or any 
applicable Specified Entity of Counterparty) and (ii) with respect to Counterparty, between 
Counterparty and GSMMDP (or any Credit Support Provider of Counterparty or any 
applicable Specified Entity of Counterparty) which is a rate swap transaction, basis swap, 
forward rate transaction, commodity swap, commodity option, equity or equity index swap, 
equity or equity index option, bond option, interest rate option, foreign exchange transaction, 
cap transaction, floor transaction, collar transaction, currency swap transaction, cross-currency 
rate swap transaction, currency option or any other similar transaction (including any option 
with respect to any of these transactions), (b) any combination of these transactions and (c) any 
other transaction identified as a Specified Transaction in this Agreement or the relevant 
Confirmation. 

"System " means The University of Texas System Revenue Financing System established in the 
Master Resolution. 

"Telerate" means, when used in connection with any designated page and any Floating Rate 
Option, the display page so designated on the Dow Jones Telerate Service (or such other page 
as may replace that page on that service, or such other service as may be nominated as the 
information vendor, for the purpose of displaying rates or prices comparable to that Floating 
Rate Option). 

"Term" means the period commencing on the Effective Date of a Transaction and ending on 
the Termination Date of the Transaction. 

"Terminated Transactions" means with respect to any Early Termination Date (a) if resulting 
from a Termination Event, all Affected Transactions and (b) if resulting from an Event of 
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Default, all Transactions (in either case) in effect immediately before the effectiveness of the 
notice designating that Early Termination Date (or, if "Automatic Early Termination" applies, 
immediately before the Early Termination Date). 

"Termination DaJe" means the date specified as such for a Transaction, which date is the last 
day of the Term of the Transaction. The Termination Date shall not be subject to adjustment 
in accordance with any Business Day Convention unless the parties specify in a Confmnation 
that the Termination Date will be adjusted in accordance with a specified Business Day 
Convention. 

"Termination Event" means an Illegality, a Credit Event Upon Merger or an Additional 
Termination Event. 

"TerminaJion Rate" means a rate per annum equal to the arithmetic mean of the cost (without 
proof or evidence of any actual cost) to each party (as certified by such party) if it were to fund 
or of funding such amounts. 

"Threshold Amount" means U.S. $25,000,000. 

"University System "means The University of Texas System. 

"Unpaid Amounts" owing to any party means, with respect to an Early Termination Date, in 
respect of all Terminated Transactions, the amounts that became payable (or that would have 
become payable but for Section 2(a)(iii)) to such party under Section 2(a)(i) on or prior to such 
Early Termination Date and which remain unpaid as at such Early Termination Date together 
with (to the extent permitted under applicable law) interest, in the currency of such amounts, 
from (and including) the date such amounts or obligations were or would have been required to 
have been paid or performed to (but excluding) such Early Termination Date, at the Applicable 
Rate. Such amounts of interest will be calculated on the basis of daily compounding and the 
actual number of days elapsed. 

13. Caps, Collars, Floors and Options. 

Notwithstanding the terms of Sections 5 and 6 of this Agreement, if at any time and so 
long as one of the parties to this Agreement ("X") shall have satisfied in full all its payment 
obligations under Section 2(a)(i) of this Agreement and shall at that time have no future 
payment obligations, whether absolute or contingent, under such Section, then unless the other 
party (" Y ") is required pursuant to appropriate proceedings to return to X or otherwise returns 
to X upon demand of X any portion of such payment, (a) the occurrence of an event described 
in Section 5(a)(i), (ii), (iii), (iv), (vi), (vii) or (viii) of this Agreement with respect to X, any 
Credit Support Provider of X or any Specified Entity of X shall not constitute an Event of 
Default or a Potential Event of Default with respect to X as the Defanlting Party and (b) Y 
shall be entitled to designate an Early Termination Date pursuant to Section 6 of this 
Agreement only as a result of the occurrence of an Event of Default set forth in Section 5(a)(v) 
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of this Agreement with respect to X as the Defaulting Party or a Termination Event set forth in 
Section 5(b)(i) of this Agreement with respect toY as the Affected Party. 

14. Severability. 

If any term, provision, covenant, or condition of this Agreement, or the application 
thereof to any party or circumstance, shall be held to be invalid or unenforceable (in whole or 
in part) for any reason, the remaining terms, provisions, covenants, and conditions hereof shall 
continue in full force and effect as if this Agreement had been executed with the invalid or 
unenforceable portion eliminated, so long as this Agreement as so modified continues to 
express, without material change, the original intentions of the parties as to the subject matter 
of this Agreement and the deletion of such portion of this Agreement will not substantially 
impair the respective benefits or expectations of the parties hereto; provided, however, that 
this severability provision will not be applicable if any provision of Section 2, 5, 6, or 11 (or 
any definition or provision in Section 12 to the extent it relates to, or is used in or in 
connection with, any such section) is held to be invalid or unenforceable. 

15. Set-off and Terminated Transactions. 

(i) Notwithstanding any provision to the contrary in this Agreement, in the event of the 
declaration of an Early Termination Date, if the Defaulting Party or Affected Party would (but 
for the operation of this sentence) be owed amounts under this Agreement in respect of the 
Terminated Transactions relating to such Early Termination Date (the "Agreement Amount"), 
the Non-defaulting Party or non-Affected Party will be entitled, at its option and in its sole 
discretion, without prior notice to the Defaulting Party or Affected Party, to offset the 
Agreement Amount against any obligations owed, whether matured, unmatured, contingent, or 
otherwise, in United States Dollars, by the Defaulting Party or Affected Party to the Non
defaulting Party or non-Affected Party other than under this Agreement, (the "Other 
Agreement Amount"). The Agreement Amount will be deemed satisfied and discharged to the 
extent of any such offset. If an obligation is unascertained, the Non-defaulting Party or non
Affected Party may in good faith estimate that obligation and set off in respect of the estimate, 
subject to such party accounting to the Defaulting Party or Affected Party when the obligation 
is ascertained. Nothing in this provision will be effective to create a charge or other security 
interest. This provision will be without prejudice, and is in addition to, any right of Setoff, 
combination of accounts, lien, or other right to which any party is at any time otherwise 
entitled (whether by operation of law, contract, or otherwise). 

(ii) Notwithstanding any provision to the contrary in this Agreement, the Non-
. defaulting Party or non-Affected Party shall not be required to pay to the Defaulting Party or 

Affected Party the Agreement Amount unless and until the Non-defaulting Party or non
Affected Party receives confirmation satisfactory to it in its sole discretion that: (A) each 
Specified Transaction bas matured or been terminated and all obligations due and payable by 
the Defaulting Party or Affected Party under each such Specified Transaction have been fully 
and finally performed; and (B) all other obligations of any kind whatsoever (whether pursuant 
to Specified Indebtedness or otherwise and whether matured, unmatured, absolute, contingent, 
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or otherwise) of the Defaulting Party or Affected Party to make any payments or deliveries to 

the Non-defaulting Party or non-Affected Party which are or may be due and payable have 
been fully and fmally performed. 
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IN WITNESS WHEREOF the parties have executed this document on the respective dates 
specified below with effect from the date specified on the first page of this document. 

GOLDMAN SACHS MITSUI MARINE 
DERIVATIVE PRODUCTS, L.P. 

By: GSMMDPGP, INC. 
General Partner 

By: 
N~mn--e_: ________________ __ 

Title: 
Date: 

By: N~mn--e_: __________________ _ 

Title: 
Date: 
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EXIDBIT 

[Form of Counterparty's Opinion] 

[Letterhead of Counterparty' s Outside Legal Counsel] 

------· 199_ 

[SUBJECT TO COMPLETION] 

[Addressee] 
85 Broad Street 
New York, New York 10004 

Ladies and Gentlemen: 

We are attorneys admitted to practice in the State of and are 
generally familiar with the affairs of ("Counterparty"). We have examined 
and are familiar with (i) the documents relating to the creation, authorization, organization, 
existence, and operation of Counterparty, (ii) the Master Agreement dated as of----:::---::-:-::-~ 
between Counterparty and [Addressee ("Addressee")] (the "Swap Agreement"), (iii) the 
Confirmation dated as of between Counterparty and [Addressee] (the 
"Confirmation) (the Swap Agreement and Confirmation being collectively referred to as the 
"Agreement"), (iv) all necessary documentation of Counterparty relating to the authorization, 
execution, delivery, and performance of the Agreement, and (v) such other records and 
instruments as we deemed advisable. 

Based upon the foregoing, we are of the opinion that: 

1. Counterparty is duly organized, validly existing, and in good standing 
under the Jaws of _____ _ 

2. Counterparty has the power pursuant to the Authorizing Law to execute 
this Agreement and any other documentation relating to this Agreement to which it is a party, 
to deliver this Agreement and any other documentation relating to this Agreement that it is 
required by this Agreement to deliver and to perform its obligations under this Agreement and 
any obligations it has under any Credit Support Document to which it is a party and has taken 
all necessary action and has made all necessary determinations and findings to authorize such 
execution, delivery and performance, the individual(s) executing and delivering this Agreement 
and any other documentation (including any Credit Support Document) relating to this 
Agreement to which it is a party or that it is required to deliver are duly empowered and 

-37-

BAAC -117 



authorized to do so, and it has duly executed and delivered this Agreement and any Credit 
Support Document to which it is a party; 

3. Such execution, delivery and performance do not violate, conflict with, 
or constitute a breach of or default under, any law applicable to Counterparty, any provision of 
its constitutional documents, any order or judgment of any court or other agency of 
government applicable to it or any of its assets or any contractual restriction binding on or 
affecting it or any of its assets. Counterparty is not in violation or breach of or default under 
any law applicable to Counterparty, any provision of its constitutional documents, any order or 
judgment of any court or other agency of government applicable to it or any of its assets or any 
contractual restriction binding on or affecting it or any of its assets which could adversely 
affect the Agreement or any other documentation (including any Credit Support Document) 
relating to this Agreement to which it is a party or that it is required to deliver, the legality, 
validity, binding effect, or enforceability thereof, the ability of Counterparty to perform its 
obligations thereunder, or the financial condition or operations of Counterparty. 

4. All governmental and other consents that are required to have been 
obtained by Counterparty with respect to this Agreement or any Credit Support Document to 
which Counterparty is a party have been obtained and are in full force and effect and all 
conditions of any such consents have been complied with. 

5. The Agreement and any Credit Support Document to which Counterparty 
is a party have been duly authorized, executed, and delivered by Counterparty, and the 
obligations of Counterparty under this Agreement and any such Credit Support Document 
constitute its legal, valid and binding obligations, enforceable in accordance with their 
respective terms (subject to applicable bankruptcy, reorganization, insolvency, moratorium or 
similar laws affecting creditors' rights generally and subject, as to enforceability, to equitable 
principles of general application (regardless of whether enforcement is sought in a proceeding 
in equity or at law)). 

6. There is not pending or, to the knowledge of such counsel, threatened against 
Counterparty or against any Credit Support Provider of Counterparty or any entity designated 
as a Specified Entity of Counterparty for purposes of [Section 5(a)(vii)] of the Agreement (nor 
to the knowledge of such counsel is there any basis for), any action, suit or proceeding at law 
or in equity or before any court, tribunal, governmental body, agency or official or any 
arbitrator that is likely to affect the legality, validity or enforceability against it of this 
Agreement or any Credit Support Document to which it is a party or its ability to perform its 
obligations under this Agreement or such Credit Support Document. 

Very truly yours, 
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ACTUAL BOND RATE SWAP CONFIRMATION ·Draft as of January 11,1999 

To: 

From: 

Date: 

Subject: 

The Board of Regents of The University of Texas System 
Phone No.:[ ] 
Facsimile No.:[ 

Calvin R. Carver 
Phone No: (212) 902-8257 
Bradley W. Wendt 
Phone No: (212) 902-6477 
Facsimile No: (212) 346-4281 
Goldman Sachs Mitsui Marine Derivative Products, L.P. 

Swap Transaction NUU0 ___ (090000AOO) 

CC: Goldman, Sachs & Co. 
Swap Administration 

The purpose of this communication is to set forth the terms and conditions of the swap 
transaction entered into on the Trade Date specified below (the "Swap Transaction") between Goldman 
Sachs Mitsui Marine Derivative Products, L.P. ("Goldman") and the Board of Regents of The University of 
Texas System ("Counterparty"). This Swap Transaction constitutes a Swap Transaction under, and this 
communication constitutes a "Confirmation" as referred to in, the Swap Agreement specified below. 

1. Goldman and Counterparty have entered into a Master Agreement dated as of [ ] 
(the ASwap Agreement=). This Confirmation supplements, forms a part of, and is subject to, such Swap 
Agreement. This Confirmation is subject to, and incorporates, the 1991 ISDA Definitions (the "1991 
Definitions") and the 1992 ISDA U.S. Municipal Counterparty Definitions (the "Municipal Definitions"), 
each published by the International Swaps and Derivatives Association, Inc. ("ISDA"). All references to 
"Swap Transactions" in the 1991 Definitions will be deemed to be referenced to "Transactions." In the 
event of any inconsistency between the 1991 Definitions and the Municipal Definitions, the 1991 
Definitions will control for purposes of the Transaction to which this Confirmation relates. In the event of 
any inconsistency between the terms and provisions used in this Confirmation and those found in the 
1991 Definitions and the Municipal Definitions, the terms and provisions of this Confirmation will control 
for purposes of the Transaction to which this Confirmation relates. 

2. The terms of the particular Swap Transaction to which this Confirmation relates are as 
follows: 

Trade Date: 

Effective Date: 
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Notional Amount: 

Termination Date: 

Fixed and Floating Amount 
Payment Dates: 

Fixed and Floating Amount 
Period End Dates: 

Floating Amounts: 

Floating Rate Payor: 

Floating Rate Index: 

Actual Bond Rate 

Alternate Index: 

Floating Rate I: 

Floating Rate I 
Day Count Fraction: 

Floating Rate I Reset Dates: 

Floating Rate I Compounding: 

Floating Rate I Averaging: 

Floating Rate I Method 
of Averaging: 

Calculation 
Period 

[To Come] 

Notional 
Amount 

[ ], Subject to Optional Tenmination as provided in 
Sections 4 and 5 below. 

[Quarterly], each [ ], [ ], [ ] and [ ], commencing 
[ ] and ending on the Tenmination Date, subject to 
adjustment in accordance with Modified Following 
Business Day convention. 

[Quarterly], each [ ], [ ], [ ] and [ ], commencing 
[ ] and ending on the Tenmination Date, not subject 
to adjustment. 

Goldman 

Either the Actual Bond Rate or the Alternate Index. 
The initial Floating Rate Index shall be the Actual 
Bond Rate subject to conversion as described in 
Section 3. 

The actual amount of interest accrual on the Board of 
Regents of The University of Texas System Revenue 
Financing System Refunding Bonds, Series 2001 (the 
"Bonds") relating to the Notional Amount of this Swap 
Transaction. 

1 

Floating Rate I or Floating Rate II, as selected by 
Goldman. 

The Bond Market Association Municipal Swap 
lndexr•, fonmerly the PSA Municipal Swap lndexr". 
(the BMA Index) [minus/plus_%]. 

Actual/Actual 

Every Thursday or if any Thursday is not a Business 
Day, the first succeeding Business Day. 

Inapplicable 

Applicable 

Weighted Average 

2 
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Floating Rate I Indexing Agent: 

Additional BMA Index Criteria: 

Floating Rate II: 

CP Index: 

Municipal Market Data 

The BMA Index shall be based upon weekly yield 
evaluations at par of tax-exempt state and local 
government bonds, utilizing the criteria established 
by The Bond Market Association (ABMA=) for the 
BMA Index and as modified from time to time by 
BMA. The specific issuers included among the 
component issuers may be changed from time to 
time by the Indexing Agent in its discretion, subject to 
the then-current BMA Index criteria. 

If the Indexing Agent no longer publishes an index 
satisfying the requirements of the preceding 
paragraph, Goldman shall be appointed as the 
successor Indexing Agent hereunder, and shall 
detenmine the BMA Index on each Reset Date upon 
consultation with Counterparty. The BMA Index so 
detenmined shall equal the prevailing rate detenmined 
by Goldman for tax-exempt state and local 
government bonds meeting criteria detenmined in 
good faith by Goldman to be comparable under the 
circumstances to the criteria used by BMA. If the 
Indexing Agent fails or is unable to make available 
the BMA Index for any Reset Date, Goldman shall 
determine the BMA Index in the manner specified in 
the preceding sentence until the Indexing Agent 
makes available the BMA Index specified above. 

CP Index multiplied by the Floating Rate II 
Percentage 

Means the rate for a Reset Date will be the Money 
Market Yield of the rate set forth in H. 15( 519) for that 
day opposite the Designated Maturity under the 
caption "Commercial Paper- Nonfinancial". If on the 
Calculation Date for a Calculation Period such rate 
for a Reset Date in that Calculation Period is not yet 
published in H.15(519), the rate for that Reset Date 
will be the Money Market Yield of the rate set forth in 
Composite 3:30P.M. Quotations for U.S. 
Government Securities for that day in respect of the 
Designated Maturity under the caption" Commercial 
Paper - Nonfinancial" (with a Designated Maturity of 
one month or three months being deemed to be 
equivalent to a Designated Maturity of 30 days or 90 
days, respectively). If on the Calculation Date for a 
Calculation Period the appropriate rate for a Reset 
Date in that Calculation Period is not yet published in 
either H.15(519) or Composite 3:30 P.M. Quotations 
for U.S. Government Securities, the rate for that 
Reset Date will be detenmined as if the parties had 
specified "USD-CP-Reference Dealers" as the 
applicable Floating Rate Option. As used herein, 
"US D-C P-Reference Dealers" means that the rate for 
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Floating Rate II Spread: 

Floating Rate II Designated Maturity 

Floating Rate II 
Day Count Fraction: 

Floating Rate II 
Reset Dates: 

Floating Rate II Compounding: 

Floating Rate II Averaging: 

Floating Rate II 
Method of Averaging: 

Floating Rate II 
Percentage: 

Fixed Amounts: 

Fixed Rate Payor: 

Fixed Rate: 

Fixed Rate Day Count Fraction: 

Calculation Agent: 

Business Days: 

Governing Law: 

a Reset Date will be the Money Market Y1eld of the 
arithmetic mean of the offered rates of the Reference 
Dealers as of 11:00 a.m., New York City time, on that 
day for U.S. Dollar commercial paper of the 
Designated Maturity placed for industrial 1ssuers 
whose bond rating is "Aa" or the equivalent from a 
nationally recognized rating agency. 

None 

90 days 

Actual/360 

Every day or if any day is not a Business Day, the 
first succeeding Business Day. 

Inapplicable 

Applicable 

Weighted Average 

65% 

Counterparty 

[ ]% 

30/360 

Goldman 

New York 

As provided in Swap Agreement 
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3. Alternate Index: 

3a. Goldman Option to Convert to Floating Rate I 

Goldman has the option to cause the Floating Rate Index to be converted to Floating Rate I at 
any time one or more of the following events have occurred: 

(i) The aggregate outstanding principal amount of the Bonds is not at least equal to the then 
applicable Notional Amount of this Swap Transaction. 

(ii) The auction or floating rate mode then in effect on the Bonds is not either a daily, weekly, or 
28-day mode nor another mode which is acceptable to Goldman. 

(iii) The credit ratings on the Bonds (not Counterparty's underlying credit ratings on the Bonds) 
are below or fall below AA- or A-1 + by Standard & Poor's, as applicable, or Aa3 or VMIG1 
by Moody's, as applicable. 

(iv) Counterparty's unenhanced long-term credit ratings are below A- by Standard & Poor's.or 
A3 by Moody's 

(v) A failed auction or draw on the liquidity facility, if any, with respect to the Bonds, or a 
purchase of tendered Bonds by the Counterparty has occurred or is occurring. 

(vi) A market disruption in general or with respect to trading of the Bonds has occurred or is 
occurring, for a period of at least 20 days, which, in the opinion of Goldman, in consultation 
with Counterparty, has materially adversely affected the trading performance of the Bonds. 

(vii) A fixed rate conversion with respect to the Bonds (in whole or part) has occurred. 
(viii) The Remarketing Agent, as defined in the Eighth Supplemental Resolution, is replaced 

without the prior written consent of Goldman 
(ix) Upon the sole determination by Goldman (which determination shall be supported by 

empirical data) that the Bonds are no longer trading at their historical spread to the BMA 
Index as a result of the Remarketing Agent's actions or inactions, and (ii) Counterparty has 
failed to replace the Remarketing Agent, or any replacement Remarketing Agent, as defined 
in the Bond Documents, with another Remarketing Agent acceptable to Goldman within 15 
days following notice to Counterparty from Goldman of such determination. If a replacement 
Remarketing Agent is not appointed within 15 days, the Floating Rate Index shall reconvert 
to the Actual Bond Rate at such time that a replacement Remarketing Agent is appointed. To 
the extent that a replacement Remarketing Agent is appointed, this paragraph shall remain 
enforceable by Goldman. 

(x) A default by Counterparty under the Swap Agreement or on the Bonds has occurred and is 
continuing after any applicable grace period has elapsed. 

3b. Counterparty Option to Convert from Floating Rate I to Actual Bond Rate 

Counterparty has the option to cause the Floating Rate Index to be converted from Floating Rate 
I to the Actual Bond Rate at any time if the event permitting Goldman to exercise the option described in 
Section 3a. ceases or is otherwise cured. In such case, Goldman shall regain its conversion rights 
described in Section 3a. 

3c. Goldman Option to Convert to Floating Rate II 

Goldman has the option to cause the Floating Rate Index to be converted to Floating Rate 11 
(from either Actual Bond Rate or Floating Rate I) with respect to the entire transaction at any time if one 
or more of the following conditions exist: 

(i) A nationally recognized bond counsel mutually acceptable to Goldman and Counterparty 
would not issue an "unqualified" opinion as to the tax-exempt status generally of any of the Bonds under 
Section 103 of the Tax Code. 
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(ii) Counterparty is advised in writing by the Commissioner or any District Director of the Internal 
Revenue Service, or the Internal Revenue Service issues a statutory notice of deficiency m similar notice 
to any holder or former holder of the Bonds, to the effect that interest on the Bonds received by any 
holder or former holder thereof is includable in gross income for federal income tax purposes under 
Section 103 of the Tax Code. 

(iii) By reason of enacted legislation, constitutional amendment, judicial decision or decree, or 
any order, ruling (public or private), regulation or official release of the Department of the Treasury or the 
Internal Revenue Service, or any successors thereto erther: 

(1) the 60-day arithmetic mean of the BMA Index as a percentage of the 60-day arithmetic 
mean of the CP Index measured over the same period has exceeded 80%; or 

(2) the 90-day arithmetic mean of the BMA Index as a percentage of the 90-day arithmetic 
mean of the CP Index measured over the same period has exceeded 75%. 

3d. For any day that the Actual Bond Rate is not in effect, the Alternate Index shall be in effect. 

4. Counterparty Termination Option 

Counterparty has the option to terminate and cancel this Swap Transaction, in whole but not in 
part, on any Business Day, upon at least thirty business day's notice to Goldman. Such termination shall 
constitute an Additional Termination Event under the Swap Agreement with Counterparty as the sole 
Affected Party and this Transaction as the sole Affected Transaction. Following any such early 
termination and payment of any amounts due, the parties shall be relieved of all further payment and 
other obligations hereunder. Notwithstanding anything to the contrary in this section, Counterparty will not 
exercise this termination option if a payment would be payable by Counterparty to Goldman unless 
Counterparty provides evidence reasonably satisfactory to Goldman that: (a) such payment will be made 
by Counterparty on the Optional Termination Date, and (b) such payment will not cause Counterparty to 
be in violation of, or in default of, any material obligation under, any Covered Document or any other 
material agreement of Counterparty. 

5. Credit Related Termination Events 

(i) The following shall constitute Additional Termination Events with respect to which 
Goldman shall be the Affected Party and Counterparty may designate an Early Termination Date: 

(a) Goldman receives ratings below AA from Standard & Poor's and Aa2 from Moody's on its 
unsecured, unenhanced long-term debt (or financial program ratings, as applicable); or 

(b) Goldman does not maintain at least one published unsecured, unenhanced long-term 
debt rating (or financial program rating, as applicable) from either Moody's or Standard & Poor's. 

If (a) or (b) above occurs, Goldman, at its option, may eliminate the Additional Termination 
Event condition by securing and maintaining a replacement credit acceptable to Counterparty, such 
acceptance not to be unreasonably withheld, including but not restricted to (i) an affiliate of Goldman with 
qualifying ratings, or (ii) collateral, within two business days. The requisite documentation tor (i) or (ii) 
must be completed in no more than 15 days following an event described in (a) or (b) to eliminate the 
Additional Termination Event condition. 

(ii) The following shall constitute Additional Termination Events with respect to which the 
Counterparty shall be the Affected Party and Goldman may designate an Early Termination Date: 

(a) Counterparty receives ratings on its unenhanced Parity Debt (as defined in the Swap 
Agreement) below AA from Standard & Poor's and Aa2 from Moody's; or 

BAAC -124 

6 



(b) Counterparty does not maintain at least one rating from either Moody's or Standard & 
Poor's for its unenhanced Parity Debt. This rating can be evidenced either through a publicly 
disseminated published rating or an unpublished private credit assessment. 

If (a) or (b) above occurs, Counterparty, at its option, may eliminate the Additional Termination 
Event condition by securing and maintaining a replacement credit acceptable to Goldman, such 
acceptance not to be unreasonably withheld, including, but not restricted to: (i) swap surety policy, (ii) 
letter of credit, or (iii) collateral. Evidence of a binding commitment for (i) or (ii), or the collateral for (iii) 
must be provided within two business days following an event described in (a) or (b) to eliminate the 
Additional Termination Event condition. The requisite documentation for (i), (ii) or (iii) must be completed 
in no more than 15 days following an event described in (a) or (b) to eliminate the Additional Termination 
Event condition. 

6. Documentation: Swap Agreement. 

7. Account Details: 

Payments to Goldman: 

For the Account of: 
Name of Bank: 
Account No: 
Fed ABA No: 

Goldman Settlements: 

Payments to Counterparty: 

8. Offices: 

Goldman Sachs Mitsui Marine Derivative Products, L.P. 
Chase Manhattan Bank, New York 
930-1-034 733 
021000021 

Sukwon Lee 
Swap Operations 
Goldman Sachs Mitsui Marine Derivative Products, L.P. 
Telephone No: 212-902-2686 
Facsimile No: 212-902-5692 

In accordance with Counterparty's written instructions to 
be forwarded to Goldman immediately. Goldman shall 
make no payments without having received such 
instructions. 

(a) The Office of Goldman for this Swap Transaction is 85 Broad Stree~ New York, New 
York 10004. 

(b) The Office of Counterparty for this Swap Transaction is Office of Finance, 201 West 7\h 
Street, Austin, Texas 78701. 
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9. Please check this Confirmation, Reference Number NUUO (090000AOO), carefully 
and immediately upon receipt so that errors or discrepancies can be promptly Identified and rectified. 
Please confirm that the foregoing correctly sets forth the terms of the agreement between Goldman and 
Counterparty with respect to the particular Swap Transaction to which this Confirmation relates by signing 
in the space provided below and immediately returning a copy of the executed Confirmation to Swap 
Administration, Goldman Sachs Mitsui Marine Derivative Products, L.P., Facsimile No. 212-902-5692. 

Goldman Sachs Mitsui Marine Derivative Products, L.P. is very pleased to have executed this 
transaction with Counterparty. 

Agreed and Accepted By: 

Very truly yours, 

Goldman Sachs Mitsui Marine Derivative 
Products, L.P. 

By: GSMMDPGP, Inc., 
General Partner 

By: 
Calvin R. Carver 
Vice President 

The Board of Regents of The University of Texas System 

By: 
Name: 
Title: 

BAAC -126 

8 



BMA SWAP CONFIRMATION- Draft as of January 11,1999 

To: 

From: 

Date: 

The Board of Regents of The University of Texas System 
Phone No.: ( ] 
Facsimile No.: ( 

Calvin R. Carver 
Phone No: (212) 902-8257 
Bradley W. Wendt 
Phone No: (212) 902-6477 
Facsimile No: (212) 346-4281 
Goldman Sachs Mitsui Marine Derivative Products, L.P. 

Subject: Swap Transaction NUUS. ___ (090000AOO) 

CC: Goldman, Sachs & Co. 
Swap Administration 

The purpose of this communication is to set forth the tenms and conditions of the swap transaction entered 
into on the Trade Date specified below {the "Swap Transaction") between Goldman Sachs Mitsui Marine 
Derivative Products, L.P. ("Goldman") and the Board of Regents of The University of Texas. ("Counterparty"). 
This Swap Transaction constitutes a Swap Transaction under, and this communication constitutes a 
"Confinmation" as referred to in, the Swap Agreement specified below. 

1. Goldman and Counterparty have entered into a Master Agreement dated as of ( ]. This 
Confinmation supplements, fonms a part of, and is subject to, such Swap Agreement. This Confinmation is 
subject to, and incorporates, the 1991 ISDA Definitions (the "1991 Definitions") and the 19921SDA U.S. 
Municipal Counterparty Definitions {the "Municipal Definitions"), each published by the International Swaps 
and Derivatives Association, Inc. {"ISDA"). All references to "Swap Transactions" in the 1991 Definitions will 
be deemed to be referenced to "Transactions." In the event of any inconsistency between the 1991 
Definitions and the Municipal Definitions, the 1991 Definitions will control for purposes of the Transaction to 
which this Confinmation relates. In the event of any inconsistency between the tenms and provisions used in 
this Confirmation and those found in the 1991 Definitions and the Municipal Definitions, the terms and 
provisions of this Confirmation will control for purposes of the Transaction to which this Confirmation relates. 

2. The terms of the particular Transaction to which this Confinmation relates are as follows: 

Trade Date: 

Effective Date: 
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Notional Amount: 

Termination Date: 

Fixed and Floating Amount 
Payment Dates: 

Fixed and Floating Amount 
Period End Dates: 

Floating Amounts: 

Floating Rate Payor: 

Floating Rate Index: 

Floating Rate Day 
Count Fraction: 

Reset Dates: 

Compounding: 

Averaging: 

Method of Averaging: 

Indexing Agent: 

Additional BMA Index Criteria: 

Calculation 
fnil!d 
[To Come] 

Notional 
Amount 

[ ], Subject to Optional Termination as provided in Sections 
3 and 4 below. 

[Quarterly], each [ ], [ ], [ ] and [ ]. commencing [ ] and 
ending on the Termination Date, subject to adjustment in 
accordance with Modified Following Business Day 
convention. 

[Quarterly], each [ ], [ ], [ ] and [ ], commencing [ ] and 
ending on the Termination Date, not subject to adjustment. 

Goldman 

The BMA Municipal Swap lndexTM ·,formerly the "PSA 
Municipal Swap lndexTM •• (the "BMA Index") as defined 
below). 

Actual/Actual 

Every Thursday or ff any Thursday is not a Business Day, 
the first succeeding Business Day. 

Inapplicable 

Applicable 

Weighted Average 

Municipal Market Data 

The BMA Index shall be based upon weekly yield 
evaluations at par of tax-exempt state and local government 
bonds, utilizing the criteria established by The Bond Market 
Association (ABMA=) for the BMA Index and as modified 
from time to time by BMA. The specffic issuers included 
among the component issuers may be changed from time to 
time by the Indexing Agent in its discretion, subject to the 
then-current BMA Index criteria. 

If the Indexing Agent no longer publishes an index satisfying 
the requirements of the preceding paragraph, Goldman shall 
be appointed as the successor Indexing Agent hereunder, 
and shall determine the BMA Index on each Reset Date 
upon consultation with Counterparty. The BMA Index so 
determined shall equal the prevailing rate determined by 
Goldman for tax-exempt state and local government bonds 
meeting criteria determined in good faith by Goldman to be 
comparable under the circumstances to the criteria used by 
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BMA. If the Indexing Agent fails or is unable to make 
available the BMA Index for any Reset Date, Goldman shall 
determine the BMA Index in the manner specified in the 
preceding sentence until the Indexing Agent makes available 
the BMA Index specified above. 

Fixed Amounts: 

Fixed Rate Payor: Counterparty 

Fixed Rate: X .XX% 

Fixed Rate Day Count Fraction: 30/360 

Calculation Agent: Goldman 

Business Days: New York 

Governing Law: As provided in Swap Agreement 

3. Counterparty Termination Option 

Counterparty has the option to terminate and cancel this Swap Transaction, in whole but not in part, 
on any Business Day, upon at least thirty business day's notice to Goldman. Such termination shall constitute 
an Addrtional Termination Event under the Swap Agreement with Counterparty as the sole Affected Party, this 
Transaction as the sole Affected Transaction. Following any such early termination and payment of any 
amounts due, the parties shall be relieved of all further payment and other obligations hereunder. 
Notwithstanding anything to the contrary in this section, Counterparty will not exercise this termination option 
if a payment would be payable by Counterparty to Goldman unless Counterparty provides evidence 
reasonably satisfactory to Goldman that: (a) such payment will be made by Counterparty on the Optional 
Termination Date, and (b) such payment will not cause Counterparty to be in violation of, or in default of, any 
material obligation under, any Covered Document or any other material agreement of Counterparty. 

4. Credit Related Termination Events 

(i) The following shall constitute Additional Termination Events wrth respect to which Goldman 
shall be the Affected Party and Counterparty may designate an Early Termination Date: 

(a) Goldman receives ratings below AA from Standard & Poor's and Aa2 from Moody's on its 
unsecured, unenhanced long-term debt (or financial program ratings, as applicable); or 

(b) Goldman does not maintain at least one published unsecured, unenhanced long-term debt 
rating (or financial program rating, as applicable) from either Moody's or Standard & Poor's. 

If (a) or (b) above occurs, Goldman, at its option, may eliminate the Additional Termination Event 
condition by securing and maintaining a replacement credit acceptable to Counterparty, such acceptance not 
to be unreasonably withheld, including but not restricted to (i) an affiliate of Goldman with qualifying ratings, or 
(ii) collateral, within two business days. The requisite documentation for (i) or (ii) must be completed in no 
more than 15 days following an event described in (a) or (b) to eliminate the Additional Termination Event 
condition. 

(ii) The following shall constitute Additional Termination Events with respect to which the 
Counterparty shall be the Affected Party and Goldman may designate an Early Termination Date: 

(a) Counterparty receives ratings on its unenhanced Parity Debt (as defined in the Swap 
Agreement) below AA from Standard & Poor's and Aa2 from Moody's; or 

(b) Counterparty does not maintain at least one rating from either Moody's or Standard & Poor's 
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for its unenhanced Parity Debt. This rating can be evidenced. either through a publicly disseminated published 
rating or an unpublished private credit assessment. 

If (a) or (b) above occurs, Counterparty, at its option, may eliminate the Additional Termination Event 
condition by securing and maintaining a replacement credit acceptable to Goldman, such acceptance not to 
be unreasonably withheld, including, but not restricted to: (i) swap surety policy, (ii) letter of credit, or (iii) 
collateral. Evidence of a binding commitment for (i) or (ii), or the collateral for (iii) must be provided within two 
business days following an event described in (a) or (b) to eliminate the Additional Termination Event 
condition. The requisite documentation for (i), (ii) or (iii) must be completed in no more than 15 days following 
an event described in (a) or (b) to eliminate the Additional Termination Event condition. 

5. Documentation: Swap Agreement. 

6. Account Details: 

Payments to Goldman: 

For the Account of: 

Goldman Settlements: 

Goldman Sachs Mitsui Marine Derivative Products, L.P. 
Name of Bank: Chase Manhattan, N.Y. 
Account No.: 930-1-034733 
Fed. ABA No.: 0210000021 

Sukwon Lee 
Swap Operations 
Goldman Sachs Mitsui Marine Derivative Products,L.P. 
Telephone No: 212-902-2686 
Facsimile No: 212-902-5692 

Payments to Counterparty: In accordance with Counterparty's written instructions to be 
forwarded to Goldman immediately. Goldman shall make no 
payments without having received such instructions. 

7. Offices: 

(a) The Office of Goldman for this Swap Transaction is 85 Broad Street, New York, New York 
10004. 

(b) The Office of Counterparty for this Swap Transaction is Office of Finance, 201 West 7'' 
Street, Austin, Texas 78701. 
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8. Please check this Confirmation, Reference Number NUUO (090000AOO) carefully and 
immediately upon receipt so that errors or discrepancies can be promptly identified and rectified. Please 
confirm that the foregoing correctly sets forth the terms of the agreement between Goldman and Counterparty 
with respect to the particular Swap Transaction to which this Confirmation relates by signing in the space 
provided below and immediately returning a copy of the executed Confirmation to Swap Administration, 
Goldman Sachs Mitsui Marine Derivative Products, L.P., Facsimile No. 212-902-5692. 

Goldman Sachs Mitsui Marine Derivative Products, L.P. is very pleased to have executed this 
transaction with Counterparty. 

Agreed and Accepted By: 

Very truly yours, 

Goldman Sachs Mitsui Marine Derivative Products, 
L.P. 

By: GSMMDPGP, Inc., 
General Partner 

By: 
Calvin R. Carver 
Vice President 

The Board of Regents of The University of Texas System 

By: 
Name: 
Title: [ 
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LIB OR SWAP CONFIRMATION- Draft as of January 11, 1999 

To: 

From: 

Date: 

The Board of Regents of The University of Texas System 
Phone No.: [ ] 
Facsimile No.: [ 

Calvin R. Carver 
Phone No: (212) 902-8257 
Bradley W. Wendt 
Phone No: (212) 902-6477 
Facsimile No: (212) 346-4281 
Goldman Sachs Mitsui Marine Derivative Products, L.P. 

Subject: Swap Transaction NUUS ___ (090000AOO) 

CC: Goldman, Sachs & Co. 
Swap Administration 

The purpose of this communication is to set forth the terms and conditions of the swap transaction entered 
into on the Trade Date specified below (the "Swap Transaction") between Goldman Sachs Mitsui Marine 
Derivative Products, L.P. ("Goldman") and the Board of Regents of The University of Texas. ("Counterparty"). 
This Swap Transaction constitutes a Swap Transaction under, and this communication constitutes a 
"Confirmation" as referred to in, the Swap Agreement specified below. 

1. Goldman and Counterparty have entered into a Master Agreement dated as of [ ]. This 
Confirmation supplements, forms a part of, and is subject to, such Swap Agreement. This Confirmation is 
subject to, and incorporates, the 19911SDA Definitions (the "1991 Definitions") and the 1992 ISDA U.S. 
Municipal Counterparty Definitions (the "Municipal Definitions"), each published by the International Swaps 
and Derivatives Association, Inc. ("ISDA"). All references to "Swap Transactions" in the 1991 Definitions will 
be deemed to be referenced to "Transactions." In the event of any inconsistency between the 1991 
Definitions and the Municipal Definitions, the 1991 Definitions will control for purposes of the Transaction to 
which this Confirmation relates. In the event of any inconsistency between the terms and provisions used in 
this Confirmation and those found in the 1991 Definitions and the Municipal Definitions, the terms and 
provisions of this Confirmation will control for purposes of the Transaction to which this Confirmation relates. 

2. The terms of the particular Transaction to which this Confirmation relates are as follows: 

Trade Date: 

Effective Date: 

Notional Amount: 

Termination Date: 

Calculation 
Period 

[To Come] 

Notional 
Amount 

[ ], Subject to Optional Termination as provided in Sections 
3 and 4 below. 
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Fixed and Floating Amount 
Payment Dates: 

Fixed and Floating Amount 
Period End Dates: 

Floating Amounts: 

Floating Rate Payor: 

Floating Rate Index: 

Designated Maturity 

Floating Rate Option II 
Day Count Fraction: 

Reset Dates: 

Floating Rate Index 
Percentage: 

Floating Rate Index Compounding: 

Floating Rate Index Averaging: 

Fixed Amounts: 

Fixed Rate Payor: 

Fixed Rate: 

Fixed Rate Day Count Fraction: 

Calculation Agent: 

Business Days: 

Governing Law: 

3. Counterparty Tenmination Option 

[Quarterly], each [ ], [ ], [ ] and [ ], commencing [ ... ] and 
ending on the Tenmination Date, subject to adjustment in 
accordance with Modified Following Business Day 
convention. 

[Quarterly], each [ ], [ ], [ ] and [ ], commencing [ ] and 
end1ng on the Termination Date, not subject to adjustment. 

Goldman 

USD-LIBOR-BBA multiplied by the Floating Rate Index 
Percentage 

3 months 

Actual/360 

Quarterly, each Febnuary 15, May 15, August 15 and 
November 15 

67% 

Inapplicable 

Inapplicable 

Counterparty 

X .XX% 

30/360 

Goldman 

New York 

As provided in Swap Agreement 

Counterparty has the option to tenminate and cancel this Swap Transaction, in whole but not in part, 
on any Business Day, upon at least thirty business day's notice to Goldman. Such termination shall constitute 
an Additional Termination Event under the Swap Agreement with Counterparty as the sole Affected Party, this 
Transaction as the sole Affected Transaction. Following any such early tenmination and payment of any 
amounts due as set forth above, the parties shall be relieved of all further payment and other obligations 
hereunder. Notwithstanding anything to the contrary in this section, Counterparty will not exercise this 
tenmination option if a payment would be payable by Counterparty to Goldman unless Counterparty provides 
evidence reasonably satisfactory to Goldman that: (a) such payment will be made by Counterparty on the 
Optional Tenmination Date, and (b) such payment will not cause Counterparty to be in violation of, or in 

2 
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default of, any material obligation under, any Covered Document or any other material agreement of 
Counterparty. 

4. Credit Related Termination Events 

(i) The following shall constitute Additional Termination Events with respect to which Goldman 
shall be the Affected Party and Counterparty may designate an Early Termination Date: 

(a) Goldman receives ratings below AA from Standard & Poor's and Aa2 from Moody's on its 
unsecured, unenhanced long-term debt (or financial program ratings, as applicable); or 

(b) Goldman does not maintain at least one published unsecured, unenhanced long-term debt 
rating (or financial program rating, as applicable) from either Moody's or Standard & Poor's. 

If (a) or (b) above occurs, Goldman, at its option, may eliminate the Additional Termination Event 
condition by securing and maintaining a replacement credit acceptable to Counterparty, such acceptance not 
to be unreasonably withheld, including but not restricted to (i) an affiliate of Goldman with qualifying ratings, or 
(ii) collateral, within two business days. The requisite documentation for (i) or (ii) must be completed in no 
more than 15 days following an event described in (a) or (b) to eliminate the Additional Termination Event 
condition. 

(ii) The following shall constitute Additional Termination Events with respect to which the 
Counterparty shall be the Affected Party and Goldman may designate an Early Termination Date: 

(a) Counterparty receives ratings on its unenhanced Parity Debt (as defined in the Swap 
Agreement) below AA from Standard & Poor's and Aa2 from Moody's; or 

(b) Counterparty does not maintain at least one rating from either Moody's or Standard & Poor's 
for its unenhanced Parity Debt. This rating can be evidenced either through a publicly disseminated published 
rating or an unpublished private credit assessment. 

If (a) or (b) above occurs, Counterparty, at its option, may eliminate the Additional Termination Event 
condition by securing and maintaining a replacement credit acceptable to Goldman, such acceptance not to 
be unreasonably withheld, including, but not restricted to: (i) swap surety policy, (ii) letter of credit, or (iii) 
collateral. Evidence of a binding commitment for (i) or (ii), or the collateral for (iii) must be provided within two 
business days following an event described in (a) or (b) to eliminate the Additional Termination Event 
condition. The requisite documentation for (i), (ii) or (iii) must be completed in no more than 15 days following 
an event described in (a) or (b) to eliminate the Additional Termination Event condition. 

5. Documentabon: Swap Agreement. 

6. Account Details: 

Payments to Goldman: 

For the Account of: 

Goldman Settlements: 

Payments to Counterparty: 

Goldman Sachs Mitsui Marine Derivative Products, L.P. 
Name of Bank: Chase Manhattan, N.Y. 
Account No.: 930-1-034733 
Fed. ABA No.: 0210000021 

Sukwon Lee 
Swap Operations 
Goldman Sachs Mitsui Marine Derivative Products,L.P. 
Telephone No: 212-902-2686 
Facsimile No: 212-902-5692 

In accordance with Counterparty's written instructions to be 
forwarded to Goldman immediately. Goldman shall make no 
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7. Offices: 

payments without having received such instructions. 

(a) The Office of Goldman for this Swap Transaction is 85 Broad Street, New York, New York 
10004. 

(b) The Office of Counterparty for this Swap Transaction is Office of Finance, 201 West 7'h 
Street, Austin, Texas 78701. 

BAAC -135 

4 



8. Please check this Confirmation, Reference Number NUUO (090000AOO) carefully and 
immediately upon receipt so that errors or discrepanc1es can be promptly identified and rectified. Please 
confirm that the foregoing correctly sets forth the terms of the agreement between Goldman and Counterparty 
with respect to the particular Swap Transaction to which this Confirmation relates by signing in the space 
provided below and immediately returning a copy of the executed Confirmation to Swap Administration, 
Goldman Sachs Mitsui Marine Derivative Products. L.P .. Facsimile No. 212-902-5692. 

Goldman Sachs Mitsui Marine Derivative Products. L.P. is very pleased to have executed this 
transaction with Counterparty. 

Agreed and Accepted By: 

Very truly yours, 

Goldman Sachs Mitsui Marine Derivative Products. 
L.P. 

By: GSMMDPGP, Inc .. 

By: 

General Partner 

Calvin R. Carver 
Vice President 

The Board of Regents of The University of Texas System 

By: 
Name: 
Title: [ 
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Swap Agreement 
for 

Lehman Brothers Financial Products Inc. 
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{Multieurrenc:y-Cross Border) 

l.au.....Uo.aal Swap Dealers Aaocialioa. lac. 

MASTER AGREEMENT 
dated as or .................... .:. .... ·--·· 

······························•····•···••··•·····•••···········•··········· and ··-·····-··--····--·-·-····---·········--··-··········•-ooooo 
bave entered and/or anticipate catering into oae or more traDsactiaas (cacb a "Transaction") !bat are or will 
be governed by Ibis Master Agreemen~ wbieb includes !be scbedule (!be "Scbedule), and !be documents 
and otber confumiag evidence (eacb a "Confumatiaa") excbanged berwcea !be parties coaf11'111ing !bose 
Transactions. 

Accordingly, !be parties agree as ronows:-

1. Interpretation 

(a) Definilions. Tbe terms defmed in Section 14 and ill !be Scbedulc wiD bave !be meanings lberein 
specified for !be purpose of Ibis Master Agreement. 

!bl ln<onsisten<:y. In !be event of any iacoosisteac:y between !be provisiaas of !be Scbedulc and !be 
otber provisioas of Ibis Master Agreement. !be Scbedule wiD prevail. Ia !be eveat of any inconsistency 
between !be provisions or any Confumation and Ibis Master Agreement (including !be Scbedule), sucb 
Confirmation will prevail for !be purpose of !be relevant Transaction. 

!cl Sinrl• A.rr••m•nt. All TransactioiiS arc entered into in reliance oa !be fact !bat Ibis Master 
Agreement and all Confumatioas form a single agreement between !be parties (coDcctively referred to as 
Ibis ·Agreement""), and tbe parties would not otberwisc enter illto any Transactions. 

%. Oblieations 

Ia) General CondiliDns. 

(i) Eacb pany wiD make eacb payment or delivery specified ill eacb Confumatiaa to be made by 
it. subject to !be otber provisions of Ibis Agreement. 

!ii) Payments under Ibis Agreement will be made oa !be due dalcfor value oa !bat elate ill !be place 
of !be account specified ia tbe relevant Confumatioa or otbcrwise punuant to Ibis Agreement. in 
freely traDsferablc funds and in !be manner customary for payments ia !be required curreocy. Wbere 
settlement is by delivery (!bat is. otbcr tban by payment), sucb delivery will be made for receipt aa 
!be due date ill !be manner customa;y for !be relevant obligation unless olberwisc spccifted ia !be 
relevant Conf11111atioa or elscwbere ill Ibis Agreement. 

!iii) Eacb. obligation of eacb pany under Section l(a)(i) is subject to (I) !be coaditiaa precedent 
!bat ao Event of Default or Potential Event of Default witb respect to !be oilier party bas occurred 
and is continuing, (2) !be condition precedent !batao Early Termination Date ia respect of !be 
relevant Transaction bas occurred or been effectively designated and (3) cacb olbcr applicable 
condition precedent specified ill Ibis Agreement. 
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(b) Clulnr• of Account. Either party may cbange its account for rc=ivillg a payment or delivery by 
giving notice to the other party at least five Local Business Days prior to tbe scheduled date for tbe payment 
or delivery to wbicb sucb cbange applies unless sucb otber party gives timely notice or a reasooable objectioo 
to sucb cbange. 

(c) N•tting. If on any date amounts would otberwise be payable:

(i) in tbe same currency; and 

(ij) in respect or the same Transaction, 

by cacb party to the otber. tben, on sucb date, cacb party's obligation to make payment of any sucb amount 
will be automatically satisfied and discharged and, if the ag,rrcgate amount that would otherwise bave been 
payable by one party exceeds the aggregate amount that would otbcrwise bave been payable by the otber 
party, replaced by an obligation upon tbe party by wbom the larger aggregate amount would bave been 
payable to pay to the otherpany the excess or the larger aurcgatc amount over the smaller auregate amount. 

The parties may elect in respect or two or more Transactions that a net amount will be determilled in respect 
of all amounts payable on the same date in the same currency iD respect of sucb Transactions, regardless of 
wbetber sucll amounts are payable in respect of the same Transaction. The election may be made in the 
Scbedule or a ConfLn~Uttion by specifying that subparagraph (ii) above will not apply to the Transactions 
identified as being subject to the election, together witb the startiDg date (iD wbicb case SubParagrapb (ii) 
above will not. or will cease to. apply to sucb Transactions from sucb date). Tbis election may be made 
separately for different groups of Transactions and will apply separately to eacll pairing of Offices tbrough 
wbicb the parties make and receive paymenLS or deliveries. 

(d) D•duction or Wilhholding for TAZ. 

(i) Gross-Up. All paymenLS under this Agreement will be made without any deduction or 
withbolding for or on account of any Tax unless sucb deduction or witbboldiDg is required by any 
applicable law, as modified by the pracuce of any relevant governmental revenue authority, then ill 
errect. If a party is so required to deduct or witbbold. then that party ("X") will:-

( I) promptly notify the other party ("YI of sucll requirement: 

(2) pay to the relevant authonties the full amount required to be deducted or witbbeld 
(including the full amount requtrcd to be deducted or withbeld from any additioual amount 
paid by X to Y under this Section 2Cd)) promptly upon the earlier of determining thai sucb 
deduction or withholding is required or receiving notice tbat sucll amount bas been assessed 
against Y: 

(3) promptly forward to Y an offtcial receipt (or a certified copy), or other documentation 
reasonably acceptable toY. evidencing sucb payment to sucb authorities; and 

(41 if sucb Tax is an lndemniftable Tax. pay toY, ill addition to the payment to wbicb Y is 
otherwise entitled under thts Arreement. sucb additinual amount as is necessary to ensure that 
the net amount actually recetved by Y (free and clear oflnde11111ifiable Taxes, wbether assessed 
against X or Y) will equal the full amount Y would bave received bad no sucb deduction or 
witbboldiDg been required. However. X will not be required to pay &Dy additional amount to 
Y to the extent that it would not be required to be paid but fpr:-

CAl the failure by Y to comply with ar perform &DY agreement contained ill 
Section 4(a)(i). 4(a)(iiil or 4Cdl: or 

CB l the failure of a representation made by Y pursuant to Section 3<0 to be accurate &Dd 
true unless sucb failure would not bave occurred but for (I) any action taken by a taxing 
authorir:y. or broug bt in a coun of competent jurisdiction. on or after the date on wbicb a 
Transaction is entered into (regardless af wbether sucb action is taken or brougbt with 
respect to a party to thiS Agreement) or (II) a Cbange iD Tax l.aw. 
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(ii) /.Ulbility. lf:-

(1) X is required by any applicable law, as modified by !be practice of any relevant 
governmenlal revenue autbority, to make any deduction or witbbolding in respect of which X 
would not be required 10 pay an additional amount toY under Section 2(d)(i)(4); 

(2) X does not so deduct or witbbold; and 

(3) a liability resulting from sucb Tax is assessed directly against X. 

!ben, exceptiO !be extent Y bas satisfied or !ben satisfies !be liability resulting from such Tax, Y 
will promptly pay 10 X !be amount of such liability (including any related liability for interest, but 
including any related liability for penalties only i! Y bas failed to comply witb or perform ·iLnY 
agreement contained in Section 4(a)(i), 4(a)(iii) or 4.(d)). 

(e) Default lntenst; Other Amounts. Prior to !be occurrence or effective designation of an Early 
Termination Date in respect of !be relevant Transaction, a party !bat defaults in !be performance of any 
payment obligation will, to !be extent permiued by law and subject to Section 6(c), be required 10 pay interest 
(before as well as after judJIIIentl on !be overdue amount to !be otber party on demand in !be same currency 
as such overdue amount. for !be period from (and including) !be original clue elate for payment to (but 
excluding) tbe elate of actual payment. at !be Default Rate. Sucb illterest will be calculated on the basis of 
daily compounding and the actual number of clays elapsed. U, prior 10 the occurrence or effective designation 
of an Early Termination Date in respect of the relevant Transaction, a party defauiiS ill !be performance of 
any obligation requireclto be settled by delivery, it will compensate the otber party on demand if and to !be 
extent provided for in the relevant Confirmation or elsewhere in Ibis Agreement. 

3. Representations 

Each party represents 10 the other party (which representations will be deemed to be repeated by each party 
on each date on which a Transaction is entered into and, in !be case of the representations io Section 3(0, at 
all times until the termination of Ibis Agreement) tba~-

Ca) Basic RqresentiJtions. 

!il Status. It is duly organised and validly existing under !be laws of !be jurisdiction of its 
organisauon or incorporation and, if relevant under such laws, in good sW>diDg; 

!ii l Powers. It bas !be power to execute Ibis Agreement and any otber documentation relating to 
IbiS Agreementto which it is a party, to deliver Ibis Agreement and any otber documentation relating 
to Ibis Agreement !bat it is required by Ibis Agreement to deliver and 10 perform its obligations 

· under Ibis Agreement and any obligations 11 bas under any Credit Suppon Document to which it isl 
a party and bas taken all necessary acuon 10 autborise sucb executioo, delivery and performance; 

Ciiil No ViDIGtion '" Confliet. Such execution. delivery and performance do not violate or conflict 
witb any law applicable to it. any provision of iiS constinstional documents, any order or judgmenj 
of any coun or otber agency of government applicable 10 it or any of its assets or any contracns1 
resuiction binding on or affecting it or any of its assets; 

(iv) Consents. Allgovernmenlal and otber consenu !bat are required to bave been obtained by it 
wil.h respect to Ibis A&reement or any Credit Suppon Document to which it is a party bave bed 

. ' obwned and are in full force and effect and all conditions of any sucb conseniS have been complied 

~~Lh;=~glllions Bindillr. Its obligations under Ibis Agreement and any Credit Suppon Documej 
to wbtcb it is a party constitute iiS legal, valid and binding obligalioos, enforceable in accordanc~ 
witb tbeir respective terms (subject to applicable bankruptcy, reorganisation, insolvencyl, 
moratorium or similar laws affecting creditors' rigbiS generally and subject. as to enforceability, ub 
equitable principles of general application (regardless of wbetber enforcement is sought in ~ 
proceeding in equity or at law)). 
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(b) Abstnce ofCerUJin E•cnll. No Event of Default or Potential Event of Default or, to its knowledge, 
Termination Event with respect to it bas occWTed and is continuing aad no sucb eveDt or ci.rcums.tanc:e would 
occur as a result of its entering into or performing it> obligations under this Agreement or any Credit Suppon 
Document to wbicb it is a pany. 

(c) Absence of l.itirt:tuuc. Tbcre is DOt pending or. to its knowledge. threatened against it or any of it> 
ACflliates any action, suit or proceeding at law or in equity or before any court, uibunal. governmental body. 
agency or oCflcial or any arbitrator tbat is likely to affect tbe legality, validity or enforceability against it of 
Ibis Agreement or any Credit Suppon Document to wbicb it is a party or its ability to perform its obligations 
under Ibis Agreement or sucb Credit Suppon Documen~ 

(d) Accuracy ofSpecified/nformalion. All applicable inf0111U1tion tbat is furnished in writing by or on 
bebalf of it to tbe other party and is identified for tbe purpose of Ibis Section 3(dl in tbe Scbedule is, as of 
tbe date of the information, uuc, accurate and complete in eVery material respect 

(e) Payer Taz RepreuntJJJion. Eacb represenLation specified in tbe Scbedule as being made by it for 
tbe purpose of Ibis Sectioo 3(e) is accurate and true. 

!0 Pay•• Taz ReprennlizliD'"- Eacb represenLation specified in tbe Schedule as being made by it for 
tbe purpose of Ibis Section 3(0 is accurate and true. 

4. Agreements 

Eacb pany agrees witb tbe other that. so long as either party bas or may bave any obligation under Ibis 
Agreement or under any Credit Suppon Document to wbicb it is a pany:-

!al Furnish Spocified Information. It will deliver to tbe otber pany or, in cenain cases under 
subparagrapb (iii) below, to sucb govemment or r.axing authority as tbe otber pany reasonably dtrects:-

!il a.ny fonns, documents or certificates relating to r.axation specified in tbe Scbedule or any 
Conftrmauon: 

(iil a.ny other documents specifted in tbe Schedule or any Confu:mation; and 

hiil upon reasooable demand by sucb other party, any form or document tbat may be required or 
reasonably n:quested in writing in order to allow sucb other pany or its Credit Suppon Provider to 
make a payment under Ibis Agreement or a.ny applicable Credit Suppon Document without any 
deducuon or withholding for or on account or any Tax or with sucb deduction or witbbolding at a 
reduced rate (so long as tbe completion, execution or submission of sucb form or document would 
not materially prejudtce tbe legal or commercial position or tbe pany in receipt of sucb demand), 
witb a.ny sucb form or document to be accurate and completed in a manner reasonably satisfactory 
to sucb otber pany and to be executed and to be deliven:d witb any reasonably required certifkatioo, 

in eacb case by the date specified in tbe Scbedule or sucb Coaftrmation or, if none is specifted, as soon as 
reasonably practicable. 

(b) Maintain Autlsoris11tionJ. It will use all reasonable effons to maintain in fuU force and effect all 
consents of a.ny governmental or other autbonty tbat are required to be obtained by it witb respect to Ibis 
Agreement or a.ny Creclit Suppon Document to wbicb it is a party and wiU use all reasonable effons to obtain 
any that may become necessary in tbe future. 

(c) Comply wills lAws. It wiU comply in all material respects with all applicable laws and orders to 
wbicb it may be subject if failure so to comply would materially impair its ability to perform its obligations 
under Ibis Agreement or any Credit Support Document to wbicb it is a pany. 

(d) Taz Agretment. It will give notice of any failure of a representation maclc by iu.nder Sectioo 3(0 
to be accurate and true promptly upon learning or sucb failure. 

(e) P11yment of Stllmp Taz. Subject to Section 11, it will pay any Stamp Tax levied or imposed upon 
it or in respect of its execution or performance of tbis Agreement by a jurisdiction in wbicb it is incorporated, 

4 ISDAs 1991 

BAAC -141 



organised. managed and conuolled. or considered to have its sea~ or in which a branch or omce tllrough 
which it is acting for the purpose of this Agreement is located \Stamp Tu: Jurisdiction-) and will indemnify 
the other party agai.Dst any Stamp Tax levied or imposed upon the other party or in respect of the other party's 
execution or performance of this Agreement by any such Swnp Tu: Jurisdiction which is not also a Swnp 
Tax Jurisdiction with respect to the other party. 

5. Events or Default and Termination Events 

(a) Event> of D•fault. The occurrence at any time with respect to a party or, if applicable, any Credit 
Support Provider of such party or any Specified Entity of such party of any of the following events constitutes 
an event of default (an -Event of Default") with respect to such party:-

(i) Failure"' PaJ or Do/iver. Failure by lhe party to make. when clue, any payment under 'this 
Agreement or delivery under Section 2(a)(i) or 2(e) required 10 be made by it if such failure is not 
remedied on or before lhe third Local Business Day after notice or such failure is given 10 the party; 

(ii) Breach of Agr .. m•nt. Failure by lhe party to comply with or perform any agreement or 
obligation (other than an obligation to make any payment under Ibis Agreement or delivery under 
Section 2(a)(i) or 2(e) or to give notice or a Termination Event or any agreement or obligation 
under Section 4(a)(i), 4(a)(iii) or 4(d)) to be complied with or performed by lhe party in accordance 
witb this Agreement if such failure is not remedied on or before lhe tbirtietb day after notice of 
sucb failure is given 10 the party; 

(iii) Crot!it Support Defau/L 

(I) Failure by lhe party or any Credit Support Provider of such party 10 comply with or 
perform lillY agreement or obligation 10 be complied with or performed by it in accordance 
with any Credit Support Document if such failure is continuing after any applicable grace 
period has elapsed; 

(2) the expiration or termination of such Credit Support Document or tbe failing or ceasing 
of such Credit Support Document to be in full force aDd effect for tbe purpose of this Agreement 
(in eitber case other than in accordance with its terms) prior 10 tbe satisfaction of all obligations 
of sucb party under each Transaction to which such Credit Support Document relates without 
tbe written consent of the otber party; or 

(3) the party or such Credit Suprort Provider disaffirms. disclaims, repudiates or rejects, in 
whole or in pan. or challenges the validny of. such Credit Support Document; 

(iv) Misreprosenllllion. A ·representation (otber than a representation under Section 3(e) or (0) 
made or repeated or deemed to have been made or repeated by the party or any Credit Support 
Provider of such party in Ibis Agreement or any Credit Support Document proves to have been 
incorrect or misleading in any matenal respect when made or repeated or deemed to have been made 
or repeated; 

Cvl D•faultunt!or Sp••ified Transaction. The party. any Crcclit Support Provider of such party or 
any applicable Specified Entity of such pany (I) defaults under a Specified Tr&Dsaction and. after 
giving effect to lilly applicable notice requirement or grace period, there occurs a liquidation or, aD 
acceleration or obligations under. or an early termmation or,lhat Specified Tr&Dsaction, (2) defaults, 
alter giving effectiO any applicable notice requirement or grace period. iD making any payment or 
delivery due on the last paymen~ delivery or exchange date or. or any payment on early termination 
or. a Specified Transaction Cor such default continues for at least tbree Local Business Days if there 
is no applicable notice requtrement or grace period) or (3) disafrlrms, disclaims, repudiates or 
rejects. in whole or in pan. a Specified Trans:~ction (or such action is taken by any person or entity 
appomted or empowered to operate !t or act on its bcbaiO; 

(vi) Cross D•fau/L If -cross Default- is specified in lhe Schedule as applying to the party, the 
occurrence or existence of (I l a deCaul~ event of default or otber similar condition or event (however 
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described) in respect of sucb party, any Credit Suppon Provider of sucb patty or any applicable 
Specifted Entity of sucb pany under one or more agreem:ots or mmmneots rclaling to Specified 
Indebtedness of any of lbem (individually or collectively) in an aggregate amount of not less \twl 
lbe applicable Tbre.sbold Amount (as specified in lbe Scbedule) wbicb bas resulted in sucb Specified 
Indebtedness becollting, or becollting capable at sucb time of being declared, due and payable under 
sucb agreements or insuwnents, before it would olberwise bave been due and payable or (2) a default 
by sucb purr, sucb Credit Support Provider or sucb Specifted Entity (individually or collectively) 
in making one or more p~ymeo!S on me due date lllereof in an aggregate amount of not less lban <be 
applicable Tbre.sbo\d Amount under suc:b agreements or insauments (after givmg effect to any 
applicable notice requirement or grace period); 

(vii) Baai:.ruptcy. Tbe pany, any Credit Suppon Provider of sucb pany or any applicable SpeCified 
Entity of mcb party:-

(!) is dissolved (olbertbao pursuan1 to a consolidation, amalgamation or merger): (2) becomes 
insolvent or is unable to pay its debts or fails or admits in wntiDg its inability generally to pay 
its debts as <bey become due; (3) makes a general assizmnent. arrangement or composition 
wilb or for tbe beneftt of its creditors; (4) institutes or bas instituted against it a proceeding 
seeking a judgment of insolvency or baokruptcy or any olber relief under any bankruptcy or 
insolvency law or olber similar law affecting creditors' rigbts, or a petition is presented for its 
winding-up or liquidation. and, in lbe case of any sucb proceeding or petition instituted or 
presented against it. sucb proceeding or petition (A) results in a judgment of insolvency or 
bankruptcy or tbe enuy or an order for relief or !be making of an order for its winding-up or 
liquidation or (8) is not dismissed. disc barged. stayed or restrained ill eacb case wilbin 30 days 
or lbe institution or presentation lbereof; (5) bas a resolution passed for its winding-up, official 
management or liquidation (olber lban pursuant to a consolidation, amalgamation or merger); 
(6) seeks or becomes subjecl to lbe appoinanent of an administrator, provisional liquidator, 
conservator. receiver, trustee, custodian or otbcr similar official for it or for all or.substantially 
all its assets; (7) bas a secured pany take possession of all or substantially all its assets or bas 
a dtstress, execution, attacbment. sequesu:ation or olber legal process levied. enforced or sued 
on or against all or substantially all its assets and sucb secured party m.a.intains possession, or 
any sucb process is not dismissed. discbarged. stayed or restrained, in eacb case wilbin 30 days 
tbereafter; !8) causes or is subject to any event wilb respect to it wbicb, under lbe applicable 
laws of any jurisdiction, bas an analogous effect to any of tbe events specified in clauses (1) 
to (7) (inclusive); or (9) takes any action in funberance of. or indicating its consent to, approval 
or. or acquiescence in. any or tbe foregoing acts: or 

(viii) M•rrrr W.i.lhout A.uumption. Tbe pany or any Credit Support Provider of sucb party 
consolidates or amalgamates wilb. or merges wilb or into, or u:ansfers all or substantially all its assets 
to. anolber enticy and, at lbe time of sucb consolu1alion. amalgamation, merger or transfer:-

( 1 l tbe resultin&. survivtng or u:ansferee entity fails to assume all tbe obligations of sucb party 
or sucb Credit Support Provider under Ibis Agreement or any Credit Suppon Document to 
wbicb it or its predecessor was a pany by operation of law or pursuaot to ao agreement 
reasonably satisfactory to lbe olber pany to tbis Agreement: or 

(21 tbe beneftts of any Credit Support Document fail to extend (without tbe consent of tbe 
olber pany) to tbe performance by sucb resultin&. surviving or transferee entity of its 
obligations under Ibis Agreement. 

(b) T•nninGJion E••nts. Tbe occurrence at any time witb respect to a pany or, if applicable, aoy Credit 
Support Provider of sucb party or any Specified Entity of sucb party olaoy eventspecifted below constinttes 
an lllegalny if lbe event is specified in (i) below, a Tax Event if tbe event is specified in (ii) below or a Tax 
Event Upon Merger if lbe event is specified in (iiil below, and, if specified to be applicable, a Credit Event 
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Upoo Merger if tbe event is specified pursuant"' (iv) below or an Additional Termination Event if tbe event 
is specified pursuant"' (v) below:-

(i) Illegality. Due "'tbe adoption of, or any change in, any applicable law after tbe date on whicb 
a Transaction is entered into, or due to tbe promulgation of, or any change in, tbe interpretation by 
any court. tribunal or regulatory authority witb competent jurisdiction of any applicable Law after 
such date, it becomes unlawful (otber !ban as a result of a brcacb by tbe pany of Section 4(b)) for 
such pany (wbicb wiU be tbe Affected Pany):-

~ ab=>·io tho:. Tf>O 
(1) 10 perform any absolute or contingent obligation to make a payment or delivery or "' 
receive a payment or delivery in respect of suc:b Transaction or to comply witb any other 
material provision of tbis Agreement relating to such Transaction; or · 

C2) to perform, or for any Credit Support Provider of such pany to perform, any contingent 
or otber obligation wbicb tbe pany (or such Credit Support Provider) bas under any Credit 
Support Document relating 10 such Transaction; 

(ii) T= E•enL Due"' (x) any action taken by a taXing authority, or brought in a court of competent 
jurisdiction, on or after tbe date on wbicb a Transaction is entered into (regardless of wbetber such 
action is taken or brought witb respect"' a pany to Ibis Agreement) or (y) a Change in Tax Law, 
tbe pany (wbicb wiU be tbe Affected Pany) wiU, or tbere is a substantial likelihood !bat it will, on 
tbe next succeeding Scheduled Payment Date (1) be required"' pay 10 tbe otber pany an additional 
amount in respect of an lndemnif!able Tax under Section 2(d)(i)(4) (except in respect of interest 
under Section 2(e), 6(d)(ii) or 6(e)) or (2) receive a payment from wbich an amount is required 10 
be deducted or wi!llheld for or on account of a Tax (except in respect of interest under Section 2(e), 
6Cd)(ii) or 6(e)) and no additional amount is required 10 be paid in respect of such Tax under 
Section 2(d)(i)(4) (otber !ban by reason of Section 2Cd)(i)(4)(A) or (B)); 

Ciiil T= E•ent Upon Merrcr. The pany (!be "Burdened Pany") on tbe next succeeding Scheduled 
Payment Date will eitber (I) be required "' pay an additional amount in respect of an lndemniflable 
Tax under Section 2(d)(i)(4) (except in respect of interest under Section 2(e), 6(d)(ii) or 6(e)) or 
C2l receive a payment from which an amount bas been deducted or wi!llheld for or on' account of 
any lndemniflable Tax to respect of which tbe otber pany is not required to pay an additional amount 
!otber !ban by reason of Section 2Cd)Cil(4)(A) or (B)), in eitber case as a result of a pany 
consolidating or amalgamating witb. or merging witb or inUl, or !BDSferriog all or substantially all 
its assets 10. anotber enuty (which will be tbe Affected Pany) where such action does not constimte 
an event described in Section 'Ca)(viii); 

Civ) Crctlil E•ent Upon Merrcr. lf"CreditEvent Upon Merger" is specified in tbe Schedule as applying 
to tbe pany, such pany ("XJ, any Crcd11 Suppon Provider of X or any applicable Specif1ed Entity of X 
consolidates or amalgam:ues witb, or merges witb or inUl, or !BIIsfers all or substantially all its ~Wets 
to. anotber entity and sucb action does not eonstimte an event desoribed in Section 5(a)(viii) butlbe 
crednwortbiness Of tbe resulting, surviving or D'IIDSferee entity is materially weaker !ban tbat of X, such 
Credit Support Provider or such Specified Entity, as tbe case may be, immediately prior 10 such aclion 
(and, in such event. X or its sua:essor or D'IIDSferee, as appropriate, will be tbe Affected Party); or 

(v) A.tltlilional Termi11ation E•e11L 1C any ·Additional Termination Event" is specif1ed in tbe 
Schedule or any Conf~rt~~ation as applying, tbe occurrence of such event (and. in such event. tbe 
Aflected Pany or Affected Parties sball be as specified for such Additional Termination Event in 
tbe Schedule or such Conflrtllation). 

Ccl E•ent of Default antllllegalily. U an event or circumstance which would otherwise constimte or 
give nse to an Event of Default also constitutes an Illegality, it will be treated as an Illegality and will not 
consutute an Event of Default. 
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6. Early Termination 

(a) Right to Terminate FoUowing E•ent of Dejllull. If at any time an Evcot of Default with rcspe<:t to 
a pany (!be "DcfaultiDg Pany~) bas occurred and is then cantiDuiDg, tbc ather pany (the "Non-defaulting 
Pany~) may, by not marc !ban 20 days notice to the Defaulting Pany specifying the relcvaDt EvcDt ofOefaul~ 
designate a day DOt earlier tban tbc day sucb notice is effective as an Early Termination Date in respect of 
all outstanding Transactions. If. bowcvcr. "Automatic Early TcrmiDation" is specified in tbc Scbcdulc as 
applying to a pany, !ben an Early Termination Date in respect of all outstanding Transactions will occur 
immediately upon tbc occurrence with respect to sucb pany of an EvcDt of Default specified in 
Section SCa)(vii)(l), (3), (5), (6) or. to the extent analogous tbcreta, (8). and as of the time immediately 
preceding the instiwtian of tbc relevant proceeding or tbc pre5CDtatian of tbc relevant petition upon.tbc 
occurrence with respect to sucb pany of an Event afDcfaultspccifted iD Section S(a)(vii)(4) or, to the extent 
analogous thereto. (8). 

{b) R;ghtlo Terminate Following Termintztion E•ent. 

(i) Notice. If a Termination Event occun. an Affected Pany wW, promptly upon becoming aware of 
it. notify tbc other pany. specifying tbc nature of tbat Termination Event and eacb Affected Transaction 
and will also give sucb other information about tbat Termination Event as tbc otbcrpanymay reasonably 
require. 

(iil Transfor to A •oid Termination E•enL If either an Dlcgality under Section 5(b)(i)( I) or a Tax 
Event occurs and there is only one Affected Pany, or if a Tax Event Upon Merger occurs and tbe 
Burdened Pany is tbe Affected Pany, tbc Affected Pany wiU, as a coDdition to its rigbt to desigDate 
an Early TermiDation Date under Section 6(b)Civl. usc all reasonable efforts (wbicb will DOt require 
such pany to incur a loss. excluding immaterial. incidental expenses) to transfer within 20 days after 
it gives notice under Section 6(b)(i) all its rigbts and obligations under Ibis Agreement in respect of 
tbc Affected Transactions to another of its Offices or Afliliatcs so tbat sucb Termination Event 
ceases to cxisL 

If the Affected Pany is nat able to make sucb a transfer it wiU give DOtice to tbc other pany to that 
effect within sucb 20 day period. wbcreupon tbc other pany may effect sucb a transfer within 
30 days after the notice is given under Section 6(b)(i). 

Any sucb transfer by a pany under this Section 6Cbl(iil will be subject to and conditional upon the 
prior written consent of the ather pany. wbicb consent wiU nat be witbbeld if sucb otber pany"s 
pulicics in effect at sucb Lime would permit it to enter into transactions with tbe transferee an the 
terms proposed. 

Ciiil Two A..lfe<tetl Parties. If an Illegality under Section S(b)(i)(l) or a Tax Eveat occurs and there 
arc twn Affected Panics. eacb pany will usc all reasonable efforts to reacb agreement within 30 days 
after noucc thereof is g•ven under Sccuon 6CblCil an action to avoid that Termination EvenL 

Civl Right to Terminate. If:-

( I l a transfer under Section 6Cb)(iil or an agreemeat under Section 6(b)(iii). as the case may 
be. bas nat been effected with respect to all Affected Transactions within 30 days after an 
Affected Pany gives notice under Section 6(b)(i); or 

C2l an llleJality under Section SCblCiH2l. a Credit Event Upon Merger or an Additional 
Termination Event occurs. or a Tax Event Upon Merger occurs and !be Burdened Pany is not 
the Affected Pany. 

either pany in the case of an Illegality. the Burdened Pany in !be case of a Tax Event Upon Merger, 
any Affected Pany •n the case of a Tax Event or an Additional Termination Event if there is more 
th~n one Affected Pany. or the pany wbicb is not the Affected Pany in the case of a Credit Event 
Upon Mcrrer or an Additional Termination Event if tbere is only one Affected Pany may, by not 
more than 20 days notice to the other pany and provided that !be relevant Termination Event is !ben 
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continuing. d .. ignate a day not earlier tban tbe day sucll notice is effective as an Early Termination 
Date in respect of all A!fected Transactions. 

(c) Effect of Desig~rGJio11. 

(i) If notice d .. ignating an Early Termination Date is given under Section 6(a) or (b), the Early 
Termination Date wiU occur on the date so designated, wbether or not the relevant Event of Default 
or Termination Event is then continuing. 

(ii) Upon the occurrence or effective designation or an Early Termination Date, no funber 
payments or deli veri .. under Section 2(a)(i) or 2(e) in respect of the Terminated Transactions will 
be required tO be made, but without prejudice to the other provisions or this Agreement. The amount, 
if any, payable in respect of an Early Termination Date sball be determined pursu:1111 10 Section 6(e). 

(d) Ca/cul<rlioiiS. 

(i) S141emelll. On or as soon as reasonably practicable following the occunence or an Early 
Termination Date. eacb party wiU make the calculations on its pan. ilany, contempla!Ed by Section 6(e) 
and wiU provide 10 the other party a statement (I) sbowing, in reasonable derail. sucll calculations 
(including aU relevant quotations and specifying any amount payable under Section 6(e)) and (2) giving 
derails or tbe relevant account 10 wbicll any amount payable to it is 10 be paid. In the absence of written 
conftnnation from the source or a quotation obtained in determining a Marl<et Quotation. the records of 
the party obtaining sucll quotation will be conclusive evidence of die exisr.:nce and accuracy of sucll 
quotation. 

Ciil Paymc11t Date. An amount calculated as being due in respect or any Early Termination Date 
under Section 6(e) will be payable on the day that notice of the amount payable is effective (in the 
case or an Early Termination Date wbicb is designated or occun as a result of an Event or Default) 
and on the day wbicb is two Local Busin .. s Daysafr.:rthe day on wbicb notice of the amount payable 
rs effective (in the case of an Early Termination Date wbicb is d .. ignatedas a result ora Termination 
Event). Sucb amount wiU be paid tcgether with (to the exr.:nt permitted under applicable law) 
interest thereon (before as well as afr.:r JUdgment) in the Termination Currency, from (and including) 
tbe relevant Early Termination Date 10 (but excluding) the date sucb amount is paid, at the 
Applicable Rate. Sucb interest will be calculated on the basis or d.aily compounding and the acmal 
number or days elapsed. 

(e) Paymonts on Early Tonninalion. If an Early Termination Date occurs, the following provisions 
shall apply based on the panics' election in the Scbedule or a payment measure. either "Market Quotation" 
or "Loss·. and a payment metbo4. either the "First Metbod'' or the "Second Method". If the pani .. failiD 
desi,nate a payment measure or payment metbod in the Scbedule, it will be deemed that "Market Quotation" 
or the "Second Method"', as the case may be, sball apply. The amount. if any. payable in respect of an Early 
Terminauon Date and der.:rmined pursuant to this Section will be subject 10 any Set-off. 

(i) E •• ,.,. of DofauiL If tbe Early Termination Date results from an Event of Defaulc-

( I l First Method and Market Qworarion. If !be Fint Method and Market Quotation apply,the 
Defaulting Party will pay 10 the Non-defaulting Party tbe excess. il a positive number, of (A) die 
sum of tbe Settlement Amount Cder.:rmined by the Non-defaulting Party) in respect of die 
Terminated Transactions and tbe Termination Currency Equivalent of tbe Unpaid Amounts owing 
to tbe Non-defaulting Party over CBl tbe Termination Cunency Equivalent oftbe Unpaid Amounts 
owing 10 the Defaulting Pany. 

C2l First Method and LDll. If the Frnt Metbod and Loss apply,the Defaulting Party will pay 
to the Non-defaulting Party, if a posiuve number, tbe Non-defaulting Pany's Loss in respect 
of tbis AgreemenL · 

C3l Socond M<thodand Market Quotation. If the Second Metbodand Market Quotation apply, 
an amount will be payable equal to CAl tbe sum of tbe Settlement Amount (determined by tbe 
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Non-defaulting Pany) in respect of !be Terminated T121!Sac:tions and !be Tenn.ination Cum:ocy 
Equivaleot of !be Unpaid Amounts owing to !be Non-defaulting Parry tess (B) !be Termioatioo 
Currency Equivalent of !be Unpaid Amounts owing to !be Defaulting Pany. If !bat amount is 
a positive number, !be Defaulting Pany will pay it to !be Nco-defaulting Parry; if it is a negative 
number, !be Non-defaulting Pany will pay !be absolute value of !bat amount to !be Defaulting 
Pany. 

(4) Second Mtthod and /..Dss. U !be Second Method and Loss apply, an amount will be payable 
equal to !be Non-defaulting Parry's Loss in respect of tbis AgreemenL U tbat amount is a 
positive number, tbe Defaultiog Pany will pay it to tbe Non-defaulting Pany; if it is a negative 
number, tbe Non-defaulting Pany will pay tbe absolute value of tbat amount to tbe Defaulting 
Pany. · 

(iil T•rmintzlion E••nts. If !be Easly TerminationDaEe results from a Termination Event:-

( I) Ont Affected Parry.lftbere is one Affec~~:d Pany, tbe amount payable will be de~~:rmined 
in acconlance with Section 6(e)(i)(3), if Market Quotation applies. or Section 6(e)(i)(4), if Loss 
applies. except tbat. in either case, references to tbe Defaulting Pany and 10 tbe Non-defaulting 
Pany will be deemed to be references to tbe Affected Pany and tbe pany which is oot tbe 
Affec~~:d Pany, respectively, and. if Loss applies and fewer tban all tbe Transactions are being 
terminaEed, Loss shall be calculated in respect of all Termina!ed Transactions. 

(2) Two A/ftcttd Pan irs. If tbere are two Affec!ed Panies:-

!Al if Market Quotation applies, each pany will determine a Senlement Amount in 
respect of tbe Termina~~:d Transactions, and an amount will be payable equal10 Cn tbe 
sum of (a) one-half or tbe difference between tbe Seu.Iement Amount of tbe parry witb 
tbe higher SetUement Amount ("XJ and tbe SetUemeot Amount or tbe pany witb tbe 
lower Settlement Amount C"Y'") and (b) tbe Termination Currency Equivalent of tbe 
Unpaid Amounts owing to X less (II) tbe Termination Currency Equivalent or tbe Unpaid 
Amounts owtng toY; and 

rBl if Loss applies, each pany will de~~:nnine its Loss in respect of tbis Agreement (or, 
if fewer tban all !be Trnnsacuons are being Eermina!ed, in respect of all Terminated 
Tr:~~~sactions) and an amount will be payable equal to one-half of tbe difference between 
tbe Loss of tbe pany with tbe htgher Loss C"X"l and !be Loss of !be pany with !be lower 
Loss ("Y'"). 

If !be amount payable is a positive number, Y will pay it to X; if it is a negative number, X 
will pay !be absolute value or !bat amount 10 Y. 

(iii) Adjustm•nt for Bankruptcy. In circumstances where an Easly Termination Da~~: occurs 
because "Automatic Easly Termination- applies in respect of a pany, tbe amount determined under 
Ibis Section 6Cel will be sUbJect to such adjustments as are appropriaEe and permiued by law to 
reflect any payments or deliveries made by one pany to !be otber under tbis Agreement (and retained 
by such other pany) during !be penod from !be relevant Easly Termination Da~~: to -!be daEe for 
payment de~~:rmined under Section 6(d)(ii). 

Civ) Prr-Estimtzl•. The parues agree !bat if Market Quotation applies an amount recoverable under 
Ibis Section 6(e) is a reasonable pre-esuma~~: of loss and not a penalty. Such amount is payable for 
!be loss or bargain and !be loss or proEection against future risks and except as otherwise provided 
in Ibis Agreement neither pany will be entiUed to recover any additional damages as a consequence 
or such losses. 
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7. Transfer 

Subject to Section 6(b)(ii), neither this Agreement nor any interest or obligation in or under this Agreement 
may be transferred (wbether by way of security or otberwisel by either pany without the prior written coosent 
of the other pany, except tha~-

(a) a pany may make sucb a uarufer or tbis Agreement pursuant to a consolidation or amalgamation 
with, or merger with or into, or uansfer of all or substantially all its assets to, another entity (but witbout 
prejudice to any other rigbt or remedy under tbis Agreemeot); and 

(bl a pany may make sucb a transfer of all or any pan or its interest in any amount payable to it from 
a Defaulting Pany under Section 6(e). 

Any purponed transfer that is not in compliance witb tbis Section will be void. 

8. Contractual Currency 

Cal Paymont in tho Contra<lual Curroney. Eacb payment un(!er this Agreement will be made in the 
relevant currency specified in this Agreemeot for that payment (the "Contractual Currency"). To the extent 
permitted by applicable law, any obligation to make payments unller this Agreement in the Contraerual 
Currency will not be discbarged or satisfied by any tender in any cuJTCncy other than tbe Contractual 
Currency. except to tbe extent sucb tender results in the acrual receipt by the pany to wbicb payment is owe(!, 
acting in a reasonable manner and in good faith tn convening the currency so tendered into the ContraCtual 
Currency. of the full amount in tbe Contractual Currency of all amounts payable in respect of this Agreement. 
If for any reason the amount iD the Conuactual CUJTCncy so received falls sbon of tbe amount iD tbe 
Contractual Currency payable in respect of this Agreement, the pany requited to make tbe payment will, to 
tbe extent permitted by applicable Jaw, immelhatoly pay sucb additional amount in tbe Contractual Currency 
as may be necessary to compensate for tbe sbonfall.lf for any reason the amount iD tbe ContraCtual CuJTCncy 
so received exceeds the amount in tbe Contractual Currency payable in respect of Ibis Agreement, tbe pany 
receiving the payment will refund prompOy the amount of sucb excess. 

(bl )udrmonu. To the extent permitted by applicable law, if any judgment or orller expressed in a 
currency other than the Conuactual CuJTCncy is rendered (i) for tbe payment of any amount owing in respect 
of this Agreement. (iil for tbe payment of any amount relating to any early tennination in respect of Ibis 
Agreement or (iii) in respect of a judgment or order of anotber coun fortbe payment of any amount describe(! 
in (il or Ciil above, tbe pany seeking recovery. alter recovery in full of the aggregate amount to wbicb sucb 
pany is entitled pursuant to tbe judgment or order. will be entiOed to receive immelliately from tbe other 
p:uty the amount of any sbonfall of the ContraCtual CuJTCncy received by sucb pany as a consequence of 
sum• patd in sucb other currency and will refund prompOy to tbe other pany any excess of tbe Contracrual 
Currency received by sucb pany as a consequence of sums paid in sucb other currency if sucb sbonfall or 
such excess artses or results from any variauon between tbe rate of excbange at wbicb tbe Coouactual 
Currency is convened into tbe cUJTCncy of tbe judgment or or(!er for tbe purposes of sucb judgment or mer 
and the rate of excbange at wbicb sucb pany ts able. acting in a reasonable lllatlner and iD good faitb in 
converung the currency received into the Contractual CuJTCncy, to purcbase tbe ContraCtual Currency with 
tbe amount of tbe cuJTCncy of tbe judgment or order actually ·received by sucb pany. Tbe term "rate of 
excb:mge- includes. witbout limitation, any premiums and costs of excbange payable in connection with tbe 
purchase of or conversioo into the Conuacrual CuJTCncy. 

Ccl Soparato 1ndomnili.J. To tbe cxteot permitted by applicable law, tbese in(!emnities constinlte 
sep.vate and independent obligatioos from tbe other obligations in Ibis Agreement. will be enforceable as 
separate and indepenllent causes of action. will apply notwitbstanlling any inllulgence granted by tbe pany 
to which any payment is owed and will not be affected by judgment being obtaine(! or claim or proof being 
made for any other sums payable in respect of this Agreement. 

Cdl Evidonco of lASJ. For the purpose of this Section 8, it will be sufficient for a pany to demonstrate 
that it would bave suffere(! a loss bad an actual excbange or purcbase been malle. 
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9. Miscellaneous 

(a) Entire Agreement. Tbis Agreement constitutes lbe entire agreement and understanding of the parties 
witb respect to its subject matter and supersedes all oral communication and prior writings witb respect 
tbereto. 

(b) Amendments. No amendment, modification or waiver in respect of Ibis Agreement will be ecrective 
unless in writing (including a writing evidenced by a facsimile transmission) and executed by eacb of !be 
parties or con fumed by an exchange or telexes or elecuonic messages on an elecuonic messaging system. 

(c) Su,..ival of Obligations. Witbout prejudice to Sections 2(a)(iii) and 6(c)(ii), !be obligations of !be 
parties under Ibis Agreement will survive !be terminati011 of any Transaction. 

(d) Remedies Cumultati•e. Except a.s provided in Ibis Agreement, !be rigbts, powers. remedies and 
privileges provided in Ibis Agreement ase cumulative and not exclusive of any rigbts. powers, remedies 
and privileges provided by law. 

(e)· Counterparts and Confvmalions. 

(i) Tbis Agreement (and eacb amendment. modification and waiver in respect of it) may be 
executed and delivered in counterpartS (including by facsimile t.ransmission), eacb of wbicb will be 
deemed an original. 

(ii) Tbe parties intend that !bey ase legally bound by !be terms of eacb Transaction from !be moment 
!bey agree to !bose terms (wbetber orally or otberwise). A Conflllll3tion sball be entered into a.s 
soon a.s practicable and may be executed and delivered in counterpartS (including by facsimile 
uansaussion) or be created by an excbange of telexes or by an excbange of elecuonic messages on 
an elecuonic messaging system, wbicb in eacb case will be sufficient for all purposes to evidence 
a binding supplement to Ibis Agreement. Tbe parties will specify tberein or tbrnugb anotber effective 
means !bat any sucb counterpast. telex or electronic message constitutes a Conflllll3tion. 

(f) No Waiver of Rights. A failure or delay in exercising any rigbt, power or privilege in respect of Ibis 
Agreement will not be presumed to operate as a waiver, and a single or partial exercise of any rigbt. power 
or privilege will not be presumed to preclude any subsequent or furtber exercise. of !bat rigbt, power or 
privilege or tbe exercise of any other right, power or privilege. 

(g) Headings. Tbe beadings used ill Ibis Agreement ase for convenience of reference only and ase not 
to affect !be constrUction of or to be taken into consideration ill interpreting !his Agreement. 

10. Oflices; Multibrancb Parties 

(a) If Section lOCal is specifted in !be Scbedule as applying. eacb pasty !bat enters into a Transaction 
tbsougb an Office otber than its bead or bome office represents to the other pany !bat. norwithstanding !be 
place of booking office or jurisdiction of incorporation or organisation of sucb pany, !be obligatioos of sucb 
pany ase !be same as ifitbad entered into tbe Transaction tbrougb its bead or bome offlee. Tbis representation 
will be deemed to be repeated by sucb pasty on eacb date on wbicb a Transaction is entered into. 

(b) Neither pasty may cbange !be Office tbsougb wbicb it makes and receives payments or deliveries 
for the purpose of a Transaction witbout the prior wrinen consent of the other pany. 

(c) If a pany is specified as a Multibrancb Pany in the Scbedule, sucb Multibrancb Pany may make 
and receive payments or deliveries under any Transaction througb any Offtcelisted in !be Scbedule, and !be 
Offtce tbrougb wbicb it makes and recetves payments or deliveries with respect to a Transaction will be 
specifted in the relevant Conflllll3tion. 

II. Expenses 

A Defaulting Pany will, on demand. indemnify and bold barmless !be other pany for and against all 
reasonable out-of-pocket expeoses. including legal fees and Stamp Tax, incurred by sucb other pany by 
reason of !be enforcement and protection of its rigbts under !his Agreement or any Credit Suppon Document 
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to wbicb tbe Defaulting Pany is a pany or by reason of tbe early termination of any Transaction, 1ncludmg, 
but not limited to, costs or collection. 

12. Notices 

(a) Effe<tivenell. Nly notice or otber communication iD respect of Ibis Agreement may be given in any 
manner set fortb below (except tbat a notice or otber communication under Section 5 or 6 may not be given 
by facsimile transmission or elecuonic messaging system) to tbe address or number or in accordance witb 
tbc electronic messaging system details provided (sec tbc Scbedule) and will be deemed effective as 
indicated:-

(i) if in writing and delivered in person or by courier, on tbe date it is delivered; 

(ii) if sent by telex, on tbc date tbc recipient's ans~erback is received; 

(iiil if sent by facsimile transmission, on tbe date tbat transmission is received by a responsible 
employee of tbc recipient iD legible form (it being agreed tbat tbc burden of proving receipt will be 
on tbe sender and will not be met by a transmission report generated by tbe sender's facsimile 
macbine); 

(ivl if sent by certified or registered mail (airmail. if overseas) or tbe equivalent (return receipt 
requested), on tbe date tbat mail is delivered or its delivery is attempted; or 

(v) if sent by elecuonic messaging system, on tb~date tbat electronic message is received, 

unless tbc date of tbat delivery (or attempted delivery) or tbat receip~ as applicable, is not a Local Business 
Day or tbat communication is delivered (or attempted) or received, as applicable, after tbe close of business 
on a Local Business Day, in wbicb case tbat communication sball be deemed given and effective on tbc first 
followang day tbat is a Local Business Day. 

(bl Chong• of A.ddrosus. Eitber pany may by notice to tbe otber cbange tbe address, telex or facsimile 
number or electronic messaging system details at wbicb notices or otber communications are to be given to 
iL 

13. Go•erninE Law and Jurisdiction 

Ia) Governing lAw. Tbis Agreement will be governed by and construed in accordance witb tbe law 
specified in tbe Scbedule. 

lbl JurisdictU.n. Witb respect to any sui~ action or proceedings relating to Ibis Agreement 
!-Proceedings-), eacb pany irTevocably:-

(il submits to tbe jurisdiction of tbe Englisb courtS, if Ibis Agreement is expressed to be governed 
by Englisb law, or to tbe non-exclusive junsdiction of tbe couns of tbe State of New York and tbe 
Unned States District Court located ill tbe Borougb of Ma.nbatwl in New York City, if Ibis 
Agreement is expressed to be governed by tbe laws of tbe State of New York; and 

Iii l waives any objection wbicb it may bave at any time to tbe laying of venue of any Proceedings 
brougbt in any suc:b court. waives any claim tbat suc:b Proceedings bave been brougbt in an 
inconvenient forum and furtber waives tbe ngbt to object. witb respect 10 sucb Proceedings, tbat 
sucb court does not bave any jurisdiction over sucb pany. 

Notbing in Ibis Agreement precludes eitber pany from bringing Proceedings in any otber jurisdiction 
(outside. if Ibis Agreement is expressed to be governed by Englisb law, tbe Contracting States. as defmed 
in Section H3l of tbe Civil Jurisdiction and Judgments Act 1982 or any modification. extension or 
re-enactment tbereof for tbe time beang in force) nor will tbe brin(ing of Proceedings in any one or more 
jurisdiCtions preclude tbe bringing or Proceedings in any otber jurisdiction. -

(c) s.,..i<r of Pro<•"· Eacb party irrevocably appoints tbe Process Agent (if any) specified opposite 
its name in tbe Scbedule to receive, for it and on its bebalf. service of process in any Proceedings. If for any 
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rea.soo any patty's Process Ageot is uoable to act as such, such pany wUl prompUy notify the other patty 
and within 30 day• appoint a substitute process agent acceptable to the other patty. The parties irrevocably 
consent to service of process giveo in the manner provided for notices in Section 12. Notiling in this 
Agreemenl will affect the right of either party to serve process in any other manner permitted by law. 

(d) Waiver of Immunities. Each party irrevocably waives. to the fuUest extent permitted by applicable 
law, with respect to it.self and its revenues and assets (irrespective of tileir usc or intended usc). all illlllluoicy 
on tile grounds of sovereigncy or otilcr similar grounds trom (i) suit, (ii) jurisdiction of any coun, (iii) relief 
by way or injunction. order for specifiC performance or for recovery of property, (iv) attacblnent or its assets 
(wbetiler before or after judgment) and (v) execution or enforcemeot of any judgment to which it or its 
revenues or assets might otherwise be entiUed in any Proceedings "in the courts nf any junsdiction and 
irrevocably agrees, to tile extent pertnitted by applicable law, that it will not claim any such immunity in any 
Proceedings. 

14. Definitions 

As used in this Agreement:-

"Additional Termination Event" bas tile meaning specified in Sectioo S(b). 

"Affe<ted Party" bas tile meaning specif1ed in Sectioo S(b). 

"Affected Trans«tions" means (a) witil respect to any TermiDation Event consisting or an lllegalicy, Tax 
Event or Tax Event Upon Merger, all Transactions affected by the occurrence or such Termination Event 
and (b) witil respect to any otiler Termination Event, all Transactions. 

"AffilitJJe" means. subject to the Schedule, in relatioo to any person, any entity controlled. direcUy or 
1nd1rectly, by tile person, any entity that cootrols. direcUy or ind~cUy, the person or any entity direcUy or 
indirectly under commoo coouol witil tile person. For this purpose, "control" of any enticy or person means 
ownersbip or a majority of tbe voting power of the entity or person. 

"A.pplicchle RGte" means:-

!a) in respect of obligations payable or deliverable (or which would have been but for Section 2(a)(iii)) 
by a Defaulting Pany. the Default Rate; 

(b) in rospcct of an obligation to pay an amount under Section 6(e) of either party from and after the date 
Cdctcrtnmed m accordance with Sectioo 6(d)Ciil) on wb.icb that amount is payable, the Default Rate; 

(c) in respect of all otiler obligations payable or deliverable (or which would have been but for 
Scctioo 2Ca)(iii)) by a Non-defaulting Pany. tile Non·default Rate; and 

(d) in all otilcr cases, the Terminatioo Rate. 

"Burdened Party" bas the meaning specified in Section S!bl. 

"Chong• in Taz Law" means the eDactment. promulgation. execution or ratification of, or any change in or 
amendment to. any law (or in the apphcauon or orflcial interpretation of any law) that occurs on or after the 
date on which the relevant Transaction is entered into. 

"conunt" includes &consent. approval, action. autborisation, exemption, notice, f&li.Dg, regisuation or 
e-.changc conuol coascnL 

"Cr<dil Event Upon Merger" bas tile meaning specified in Section S(b). 

"Crtdit Support Document'' means any agreement or instrument that is specified as such in this AgrecmenL 

"Crtdil Support Pro•ider" bas tile meaning specif1ed in the Schedule. 

"Default Rau" means a rate per annum equal to tile cost (without proor or evidence of any actual cost) to 
tile relevant payee (as certified by it) if 11 were to fund or of rundtng the relevant amount plus I% per annum. 
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"Defaulting Party" D"-' the meaning specified in Section 6(a). 

"Etuly Termination Dau" means the date de~ermined in accordance with Section 6(a) or 6(b)(iv). 

"E ••nt of Dr fault" has the meaning specified in Section 5(a) and, if applicable, in the Schedule. 

"Illegality" has the meaning specified in Section S(b). 

"lndrmnijUJble Taz" means any T:u other than a T:u that would cot be imposed in respect of a payment 
under this Agreement but for a present or former connection between the junsdiction of the government or 
taXation authority imposing sucb T:u and the recipient of such payment or a person related to such recipient 
(tncluding, without limitation, a connection arising from such recipient or related person being or having 
been a citizen or resident of such jurisdiction, or being or having been organised. present or engaged "in a 
uade or business in such jurisdiction, or having or having had a permanent establishment or fiXed plac.: of 
business in such jurisdiction, but excluding a connection arising solely from such recipient or related person 
having executed, delivered, performed its obligations or received a payment under, or enforced, this 
Agreement or a Credit Suppon Document). 

"law" includes any ucaty, law, rule or regulation (as modifted, in the case of taX matters. by the practice of 
any relevant governmental revenue autbority) and '11Jwful" and "unlluvful" will be constt'Ued accordingly. 

"l.Acal Businrss Day" means, subject ID the Schedule, a day on which commercial banks are open for 
business (including dealings in foreign exchange and foreign currency deposits) (a) in relation to any 
obligation under Section 2(a)(i), in the place(s) specified in the relevant Coofumation or, ifnnt so specified. 
as otherwise agreed by the parues in writing or determined pursuant to provisions contained, or incorporated 
by reference, in this Agreement. (b) in relation to any other payment. in the place where the relevant account 
is located and, if different. in the principal financial centre, if any, of the currency of such payment. (c) in 
relation to any notice or other communication, including notice cootemplaled under Section 5(al(i), in the 
city specif1ed in the address for notice provtded by the recipient and. in the case of a notice contemplated 
by Secuon 2(b), in the place wbere the relevant new account is to be located and (d) in relation ID 
Secuon 5(a)(v)(2), in the relevant locations for performance with respectiD such Specifted Transaction. 

"!.Ass" means. with respect to this Agreement nr one or more Terminated Transactiocs, as the case may be, and 
a pany, the Termination CWTency Equivalent of an amount that pany reasonably determines in good faith!D be 
its total losses and costs (or gain, in which case expressed as a negative number) in connection with this Agreement 
or that Terminated Transaction or group of Teiiiiinated Transactions, as the case may be, including any loss of 
bargam, cost of funding or, at the election of such pany but without duplication, loss or cost incurred as a result 
of its te!IIIlnating. liquidating, obtaio.ing or reestablishing any hedge or related trading position (or any gain 
resulung from any of them). Loss includes lo= and costs (or gains) iD respect of any payment or delivery 
required to have been made (assuming satisfaction nf each applicable condition precedent) on or before the 
relevant Early Termination Date and not made. except. so as ID avoid duplication, if Section 6(e)(i)(l) or (3) or 
6fe)(iilf2HAl applies. Loss docs nottnclude a pany·s legal fees and out-of-pocket expenses referred ID under 
Section II. A p:>ny will determine ito Loss as of the relevant Early Termination Date, or, if that is not reasonably 
practicable. as of the earliest dale thereaf~er as is reasonably practicable. A party may (but need not) determine 
its Loss by reference to quotations of relevant rates or prices from one or more leading dealers in the relevant 
markets. 

"Market Quott:tiDn" means, with respect to one or more Termioa~ed Transactions a.nd a party malting the 
determination, an amount determined on the basis of quotations from Reference Market-makers. Each 
quotation will be for an amount. if any. that would be paid to sucb pany (expressed as a negative number) 
or by such pany (expressed..., a positive number) tn consideration of an agreement between sucb pany (talcing 
into account any existing Credit Suppon Document with respectiD the obligations of sucb pany) a.nd the 
quoung Reference Market-maker ID enter into a transaction (the "Replac.:ment Transaction") that would 
have the effect of preserving for sucb pany the econom•c equivalent of any payment or delivery (whether 
the underlying obligation was absolule or contingent and assuming the satisfaction of cacb applicable 
condition precedent) by the parties under Section 2(a)(i) in respect of such Termina~ed Transaction or group 
ofTermina~ed Transactions that would. but for the occurrence of the relevant Early Termination Da~e, have 
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bee a required after tbat date. For this purpose, Uapaid Amouats iD respect of tbe Termiaated Transaction or 
group of Termiaated Transactioas are to be excluded but, witbout limitation, any payment or delivery tbat 
would, but for tbe relevant Early Termillatioa Date, bave been requirea (assuming satisfaction or eacb 
applicable conaition preceaent} after tbat Early Termination Date is to be incluaea. Tbe Replacement 
Transaction would be subject to sucb documentation as sucb party ana tbe Reference Market-maker may, in 
gooa faitb, agree. Tbe party making tbe aetermination (or its agent} will request eacb Reference 
Market-maker to previae its quotatioa to tbe .. tent reasonably practicable as of tbe same day ana time 
(witbout regara 10 different time zones} on or as soon as reasonably practicable after tbe relevant Early 
Termination Date. Tbe day ana time as of wbicb tbose quotations are to be oblainea will be selectea in gooa 
faitb by tbe party obligea to make a aeterminatioa uader Section 6(e}, and. if eacb party is so obhgea. after 
consultation witb tbe otber. If more tban wee quotations are proviaea, tbe Marlcet Quotation will be .tbe 
aritbmetic mean of tbe quotations, witbout regara to tbe quotations baviDg tbe big best ana lowest values. I! 
exactly tbree sucb quotations are providea. tbe Market Quotatioa will be tbe quotation remaining after 
aisregaraing tbe bigbest ana lowest quotations. For tbis putpose, if more tban one quotation bas tbe same 
bigbest value or lowest value. !ben one of sucb quotations sball be disregaraed.IC fewer !ban tbree quotations 
are proviaea, it will be deemea !bat tbe Market Quotation in respect or sucb Terminatea Transactioa or group 
of Termiuatea Transactions cannot be determined. 

"Non-default R"t•" means a rate per annum equal to tbe cost (witbout proof or eviaence or any actual cost) 
to tbe Non-aefaulting Party (as a:nifled by it) if it were 10 fund tbe relevant amount. 

"Non-defaulting Party" bas tbe meaning specifoea in Section 6(a). 

"Office" means a brancb or office or a party, wbicb may be sucb party's beaa or bome office. 

"Potential Event of D•Jault" means any event wbicb, witb tbe giving of notice or !be lapse of time or bolll, 
woula consutute an Event of DerauiL 

"Ref.,ence Muket-m.akers" means four leading aealers in tbe relevant market selectea by tbe party 
determtnmg a Market Quotation in good faitb (a) from among dealers of tbe bigbest credit stanaing wbicb 
sausfy all tbe cntena tbat sucb party applies generally at tbe time in deciding wbetber 10 offer or to make 
an euension of credit and (b) to tbe extent practicable. from among such dealers baviag an offlcc in the same 
ctty. 

"'Rd~t~tznl Juristliclion" means, wltb respect 10 a pany, the jurisdictions (a) in wbicb the pany is 
incotporatea, organisea. managea ana conuollea or consiaerea 10 bave its seat. (b) wbere an Office tbrougb 
wbtch the party is acting for putposes or tbis Agreement is Jocatea, (c) in wbicb tbe party executes Ibis 
Agreement ana (a} in relation to any payment. from or tbrougb wbicb sucb payment is maae. 

"Scheduled Paym<nl Date" means a date on wbicb a payment or delivery is to be maae under Section 2(a)(i} 
wttb respect to a Transaction. 

"S<t-ofj' means set-orr. t;tffseL combinauon of aceounts. rigbt of retention or witbbolaing or similar rigbt 
or requtrement to wbicb tbe payer of an amount unaer Section 6 is entitlea or subject (wbetber arisiDg under 
this Agreement. anolbcr conuact.. applicable law or otherwise) that is exercised by. or imposed on, such 
payer. 

"Settlement A.mo~tnt., means, witb respect to a pany and any Early Termination Date, the swn of:-

( a) tbe Termination Currency Equivalent of tile Market Quotations (wbetber positive or negative) for eacb 
Terminatea Transaction or 1roup ofTermanated Transactions for wbicb a Market Quotation is determined; 
ana 

fb) sucb party's Loss (wbetber postuve or ne~ative and witbout reference to any Unpaid Amounts} for 
eacb Termin3tea Transaction or group or Termtnatea Transactions for wbicb a Market ~uotation cannot be 
aetennined or woula not (in tbe reasonable behef of tbe party making the determination} produce a 
commercially reasonable resuiL 

"Specifi•d Entil]" bas tbe meaning specified in tbe Scbeaule. 
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"Specifaed Indebtedness" mealts, subject to the Schedule, any obligation (whether present or future, 
contingeot or otherwise, as priocipal or surety or otherwise) in respect of borrowed mooey. 

"Specifuul Tra=tion" means, subject to tile Schedule. (a) aoy uansactioD (including ao agn:emeDt with respea 
thereto) Dow existing or hereafter eDten:d into berweeD oDe party to this Agn:emeot (or aoy Credit Support 
Provider of sucb party or any applicable Specified EDtity of sucb party) aod the other party to this Agn:emeDt (or 
aoy Credit Support Provider of sucb other party or any applicable Specified Eotity of sucb other party) wbicb is 
a rate swap tr:msactioD, basis swap, forward rate traDSa.CtioD, commodity swap, commodity optioD, equity or 
equity index swap, equity or equity index optioD, bood optioo, interest rate option, foreign exchange =saction, 
cap transaction, floor transaction, collar transaction, ~ncy swap transaction, cross-cum:ncy rate swap 
transaction, cum:ncy option or aoy other similar transaction (including aoy option with respect to any of these 
transactions), (b) any combination of these transactions aod (C) aoy other transactio• idcntifted as a Specified 
T ransactioo in this Agreement or the relevaot confumation. 

"S&amp Tu" meus any stamp, registtation, documentltion or similar Wt. 

"Ta.r" means any present or future taX, levy, impos~ duty, cbarge, assessment or fee of any oature (including 
interes~ penalties and additioDs tbereto) tbat is imposed by any government or otber taXing autbority ill 
respect of any paymeai uoder this Agreemeot other tbaD a stamp, registratioD, documentation or similar taX. 

"Ttu Ere11t'' bas tile meaoing specifted in Sectioo S(b). 

"Ta.r Eve111 Upo11 Merger" bas the meaning specified in Sectioa S(b). 

"TerminAted Trlllls~U:Iions" meaos with respect to aoy Early Terminatioa Date (a) if resulting from a 
Termination Even~ all Affected Transactioas and (b) if resultiog from an Event of Default, all Transactions 
(in eitber easel in effect immediately before tbe effectiveaess oftbe ootice desigoating tbat Early Terminatioo 
Date (or, if" Automatic Early Terminatioo" applies, immediately before tbat Early Termination Date). 

"TermintJtion Cun-ency" bas tbe meaDing specifacd in tbe Schedule. 

"TermintJtion Cun-ency Equi•alent" meaDs, in respect of any amount denominated in tbe Termination 
Curreocy, sucb Termination Currency amouot and, in respect of any amount dcnomioated iDa curreocy otber 
tban tbe Termination Curreocy (the "Otber Currency"), tbe amount in tbe Termination Currency determined 
by tbe party making tbe relevant determinatioo as being required to purchase sucb amouot of sucb Otber 
Curreocy as at tbe relevaot Early Terminatioo Date, or, if tbe relevaot Market Quotation or Loss (as tbe case 
may be), is determined as of a later date, tbat later'date, witb tbe Termioatioo Corrency at tbe rate equal to 
tbe spot excbaoge rate of tbe foreign excbaoge agent (selected as provided below) for tbe purcbase of sucb 
Otber Currency witb tbe Termination Currency at or about 11:00 a.m. (in tbe city in wbicb sucb foreign 
excbaoge agent is located) on sucb date as would be customary for tbe determination or sucb a rate for tbe 
purchase of sucb Otber Currency for value oo tbe relevant Early Termioation Date or tbat later date. lbe 
foreign excbaoge agent will, if only one party is obllged to make a determination under Sectioo 6(e), be 
selected in good faitb by tbat party and otberwise will be agreed by tbe parties. 

"Termi11atum Evut'' meaos ao Illegality, a Tax Event or a Tax Event Upon Merger ~r. if specifted to be 
applicable, a Credit Event Upon Merger or ao Addiuonal Tenoinatioo Even~ 

"TermiiiAium Rail" meaos a rate per annum equal to tbe aritbmetic mean of tbe cost (witbout proof or 
evidence of any actual cost) to eacb party (as certifted by sucb party) if it were to fund or of funding sucb 
amounts. 

"UnpAid A.mou11ts" owing to aoy party means. witb respect to ao Early Termination Date, tbe aggregate of 
(a) iD respec1 of all Termioated Transactions, tbe amounts tbat became payable (or tbat would bave become 
payable but for Section 2(a)(ii.i)) to sucb party under Sectioo 2(a)(i) on or prior to sucb Early Terminatioo 
Date and wbicb remain unpaid as at sucb Early Termioation Date and (b) in respect of eacb Terminated 
Transaction, for each obligation under Section 2(a)(i) wbicb was (or would bave been but for 
Section 2(a)(i.ii)) required to be settled by delivery to sucb party on or prior to sucb Early Termination Date 
aod wbicb bas not been so sealed as at sucb Early Termination Date. an amount equal to tbe fair market 

17 ISDAs 1992 

BAAC -154 



value of lba< wbicb was (or would bavc bun) required to be deliven:d as of lbe originally scbeduled dace 
for delivery, in cacb case togelbcr wilb (to lbe ~n! permiacd under applicable law) iD<eres<. in lbe curTCncy 
of sucb amoua<s, from (and including) lbe da<e sacb amoUDU orobligatioas were or would bave beCII required 
to bave been paid or performed to (but cxcludillg)sucb Early Termination Oau:,atlbe Applicable Ra!e. Sucb 
amoua<s of incerest will be calculau:d on lbe basis of claily compounding and !be actual nWIIbcr or days 
elapsed. Tbe fair market value of any obligation n:fomd to in clause (b) above sball be reasonably 
determined by lbe patty obli&cd to make lbe deu:rmination under Section 6(e) or, if cacb party is so obliged. 
i< sball be lbe avcraac of !be TenniDation Currency EquivalCII<s of lbe fair markc< values reasonably 
determined by bolb parties. 

IN WITNESS WHEREOF !be panics bave execuu:d Ibis documCIIt on !be respective da<cs specified bOlow 
Wilb cffecc from lbc daU: Specified on lbc fust page Of Ibis _documenL 

••• 0 ••••••••• 0 ••• 0 • ••••••• 0 0 0 0 • •••••• 0 0. 0 • • 

(Name of Patty) (Name of Patty) 

By: ...............•.•••.........•....•.•... By: ................................... . 
Name: Name: 
Title: Title: 
Oau:: Date: 

18 ISDAI> 1992 
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SCHEDULE 
to the 

Master Agreement 
dated as of <<as_of_date» 

between 
LEHMAN BROTHERS FINANCIAL PRODUCTS INC. ("Party A"), 

a corporation organized under the laws of 
the State of Delaware 

and 
THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM ("Party B"), 

the duly appointed governing body of The University of Texas System, a governmental 
agency of the State of Texas 

Part 1: Termination Provisions 

In this Agreement:-

(a) "Specified Entity" means in relation to Party A for the purpose of:-

Section 5Ca)(v). Not applicable. 

Section 5(a)(vi), Not applicable. 

Section 5(a)CviD, Not applicable. 

Section 5Cb)(iv), Not applicable. 

and in relation to Party B for the purpose of:-

Section 5Ca)(v). Not applicable. 

Section 5(a)Cvi), Not applicable. 

Section 5(a)Cvij), Not applicable. 

Section 5Cb)(iv), Not applicable. 

(b) Section 5(a)(ii) is amended by adding "A" prior to the word "Failure" at the beginning of the 
subsection and adding the following at the end of the subsection following the word "party" 
but before the semicolon: "(B) failure by the party to comply with or perform any agreement 
or obligation under the Schedule or a Confirmation to deliver documents at execution of this 
Agreement of a Confirmation." 

(c) "Specified Transaction" will have the meaning specified in Section 14 of this Agreement. 

(d) The "Cross Default" provisions of Section 5Ca)Cvi) will apply to Party A and will apply to 
Party B. 
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The following provisions apply:-

"Specified Indebtedness" will have the meaning specified in Section 14. 

"Threshold Amount" means USD 25,000,000. 

(e) The "Credit Event Upon Merger" provisions of Section 5{b)Qv) will apply to Party A and 
will apply to Party B. 

(f) The "Automatic Early Termination" provisions of Section 6(a) will apply to Party A and 
Party B. 

(g) Payments on Early Termination. For the purpose of Section 6(e) of this Agreement, 
Market Quotation and the First Method will apply. 

(h) "Termination Currency" means United States Dollars ("USD"). 

(i) Additional Termination Event will apply to the extent set forth in a Confirmation. 

G) The "Tax Event" and "Tax Event Upon Merger" provisions of Section 5(b)(iii) and 
Section 5(b )(iv), respectively will not apply to Party A and Party B. 

(k) Credit Related Termination Events 

(i) The following shall constitute Additional Termination Events with respect to which 
Party A shall be the Affected Party and Party B may designate an Early Termination Date; 

(a) Party A receives long-term credit ratings below AA from Standard & Poor's 
and Aa2 from Moody's on its unsecured, unenhanced long-term debt (or financial program ratings, 
as applicable); or 

(b) Party A does not maintain at least one published unsecured, unenhanced long-
term debt rating (or financial program rating, as applicable) from either Standard & Poor's or 
Moody's. 

If(a) or (b) above occurs, Party A, at its option, may eliminate the Additional Termination 
Event condition by securing and maintaining a placement credit acceptable to Party B, such 
acceptance not to be unreasonably withheld, including but not restricted to (i) an affiliate of Party 
A with qualifying ratings, or (ii) collateral, within two Business Days. The requisite documentation 
for (i) or (ii) must be completed no more than 15 days following an event described in (a) or (b) to 
eliminate the Additional Termination Event condition. 

(ii) The following shall constitute an Additional Termination Event with respect to which 
Party B shall be the Affected Party and Party A may designate an Early Termination Date: 

LBFP 
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(a) Party B receives ratings on its unenhanced Parity Debt (as defined below) 
below AA from Standard & Poor's and Aa2 from Moody's; or 

(b) Party B does not maintain at least one rating from either Standard & Poor's 
or Moody's for its unenhanced Parity Debt. This credit rating can be evidenced either through a 
publicly disseminated published rating or an unpublished private credit assessment. 

If (a) or (b) above occurs, Party B, at its option, may eliminate the Additional Termination 
Event condition by securing and maintaining a replacement credit acceptable to Party A, such 
acceptance not to be unreasonably withheld, including, but not restricted to: (i) swap surety policy, 
(ii) letter of credit, or (iii) collateral. Evidence of a binding commitment for (i) or (ii), or the 
collateral for (iii) must be provided within two Business Days following an event described in (a) 
or (b) to eliminate the Additional Termination Event condition. The requisite documentation for (i), 
(ii) or (iii) must be completed in no more than 15 days following an event described in (a) or (b) to 
eliminate the Additional Termination Event condition. 

Part 2: Agreement to Deliver Documents 

For the purpose of Sections 4(a)(i) andlill. of this Agreement, each party 
agrees to deliver the following documents, as applicable:-

Party required 
to deliver Form/Document/ 
document Certificate 

Party A An opinion of counsel for 
Party A substantially in 
the form of Exhibit A 
to this Schedule. 

Date by which 
to be Delivered 

Promptly after 
execution of this 
Agreement. 

Covered 
by Section 
J!l!L 

Yes 

Party A A guarantee of Lehman Bro- Upon substitution of Yes 

Party A 

Party A 
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thers Holdings Inc. Lehman Brothers 
("Holdings") in the form Special Financing Inc. 
of Exhibit B to this Schedule ("LBSF") for Party A 

An incumbency certificate 
with respect to the signatory 
of this Agreement. 

Audited Annual Balance 
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pursuant to paragraph 
(a) of Part 5 of this 
Schedule 

Upon execution of 
this Agreement. 

After demand by Party 

Yes 

No 



Party A 

PartyB 

PartyB 

2.2 

Sheet of Party A 

Unaudited semiannual 
balance sheet of Party A 

An opinion of counsel for 
Party B substantially in 
the form of Exhibit C 
to this Schedule. 

An incumbency certificate 
with respect to the signatory 
of this Agreement. 

B when copies are 
publicly available 

After demand by Party 
B when copies are 
publicly available 

Promptly after 
execution of this 
Agreement. 

Upon execution of 
this Agreement. 

No 

Yes 

Yes 

Party B A certified copy of the Upon execution of Yes 
resolution or resolutions (the this Agreement (unless an 
"Authorizing Resolution") Authorizing Resolution 
of Party B, has previously been 
furnished by Party B to 
certified by a secretary, Party A) and, with 
or an assistant secretary of respect to each 
Party B, pursuant to which Transaction not 
Party B is authorized to enter covered by a previously
into this Agreement and each furnished Authorizing 
Transaction entered Resolution, within five 
into under this Agreement. (5) Business Days of the 

Trade Date. 

Part 3: Miscellaneous 

(a) Addresses for Notices. For the purpose of Section 12(a):-

LBFP 

Address for notices or communications to Party A:-

Address: Lehman Brothers Financial Products Inc. 
3 World Financial Center, 8th floor 
New York, New York 10285-0800 USA 

Attention: 

Telephone No. 
Facsimile No: 

Documentation Group 

(212) 526-1877 
(212) 528-7097 

For all purposes. 

Address for notices or communications to Party B:-
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Address: 

2.l 

The Board of Regents of The University of Texas System 
201 West 7"' Street 
Austin, TX 78701 

Attention: 

Telephone No.: 
Facsimile No.: 

Office of Finance 

«cp _telephone>> 
512-499-4367 

For all purposes. 

(b) Process Agent. For the purpose of Section 13(c):-

Party A appoints as its Process Agent 
Party B appoints as its Process Agent 

Not applicable. 
Not applicable. 

(c) Offices. The provisions of Section I O(a) will apply to this Agreement. 

(d) Multibranch Party. For the purpose of Section lO(c) of this Agreement:-

Party A is not a Multi branch Party. 

Party B is not a Multibranch Party. 

(e) Calculation Agent. The Calculation Agent is Party A, unless otherwise specified in a 
Confirmation in relation to the relevant Transaction. 

(f) Credit Support Document. Details of any Credit Support Document, each of which is 
incorporated by reference in, constitutes part of, and is in connection with, this Agreement 
and each Confirmation (unless provided otherwise in a Confirmation) as if set forth in full 
in this Agreement or such Confirmation:-

LBFP 

In the case of Party A: Not applicable, but only from and after the substitution ofLBSF for 
Party A hereunder pursuant to paragraph (a) of Part 4 of this Schedule, the Guarantee of 
Holdings in the form of Exhibit B to this Schedule. 

In the case of Party B: Not applicable. 
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(g) Credit Support Provider. 

In relation to Party A: Not applicable, but only from and after the substitution of LBSF for 
Party A hereunder pursuant to paragraph (a) ofPart 4 of this Schedule, Holdings. 

In relation to Party B: Not applicable. 

(h) Governing Law. This Agreement will be governed by and construed in accordance with the 
laws of the State of Texas, except that Party A's rights, remedies and obligations hereunder 
shall be governed by and construed in accordance with the laws of the State ofNew York. 

(i) Jurisdiction. Sections 13(b) and (d) will not apply to this Agreement. 

(j) Netting of Payments. Subparagraoh (ii) of Section 2(c) of this Agreement will not apply 
to any of the Transactions from the date of this Agreement. 

(k) "Affiliate" will have the meaning specified in Section 14 of this Agreement. 

(I) "Covered Documents" means the Master Resolution including particularly the Eighth 
Supplemental Resolution to the Master Resolution adopted by Party B. 

(m) "Covered Documents Incorporation Date" means the date of this Agreement. 

(n) "Government Entity" means Party B. 

(o) "Section 9(e)(ii) shall read as follows: 
'A Confirmation may be executed and delivered in counterparts (including by facsimile 
transmission) or be created by an exchange of telexes or by an exchange of electronic 
messages on an electronic messaging system, which in each case will be sufficient for all 
purposes to evidence a binding supplement to this Agreement. The parties will specify 
therein or through another effective means that any such counterpart, telex or electronic 
message constitutes a Confirmation.'" 

(p) The "Payer Tax Representation" and "Payee Tax Representations" provisions of Section 
3(e) and Section 3(f), respectively, shall not apply to Party A and Party B. 

Part 4: Other Provisions 

(a) Credit Assignment Event. 

LBFP 

(i) If at any time during the term of this Agreement, the rating of Party B falls below the 
Assigrunent Threshold Rating (as defined below) the rights and obligations of Party 
A under this Agreement and all Transactions hereunder shall automatically, and 
without any further action by any party, be deemed to have been assigned and 
delegated to LBSF, effective on the third Business Day following notification by 
Party A to Party B of such assigrunent and Party B expressly and irrevocably 
consents to such assigrunent and assumption, except that no such assigrunent and 
assumption shall occur at any time after the occurrence of any event of default under 
any master agreement between Party A and LBSF. As of and from the effective date 
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of such assignment, LBSF shall succeed to all rights and obligations of Party A under 
this Agreement and all Transactions hereunder. Notwithstanding the above, if at the 
time of such assignment LBSF and Party B are parties to a master agreement that sets 
forth general terms and conditions applicable to swap and related transactions 
between LBSF and Party B, the Transactions hereunder transferred to LBSF pursuant 
to the above provision will be governed by such master agreement. 

"Assignment Threshold Rating" means (A) with respect to a Moody's Investors 
Service Inc.: ( 1) long-term senior unsecured debt rating, counterparty rating or long
term deposit-paying rating, Baa3, (2) financial strength rating, Baa2 or (3) if(A)(l) 
and (A)(2) are not available, commercial paper or short-term rating, P-3, and (B) 
with respect to a Standard & Poor's Rating Group: (1) long-term unsecured debt 
rating, financial programs rating or certificate of deposit rating, BBB-, (2) claims
paying ability rating, BBB or (3) if(B)(l) and (B)(2) are not available, commercial 
paper rating or short-term rating, A-2. 

(ii) Party A represents that it has provided separate consideration to LBSF for the right 
to assign this Agreement and the Transactions hereunder to LBSF pursuant to clause 
(i), and Party B shall not owe Party A any termination or other payment upon any 
such assignment. 

(iii) Notwithstanding clause (i) above, no assignment of any Transaction to LBSF shall 
occur if, prior to the effective date of the assignment described in such clause (i), 
Party B notifies Party A that Party B agrees to (A) terminate all Transactions as if a 
Termination Event has occurred with Party B as the Affected Party or (B) assign all 
Transactions to a third party on terms acceptable to Party A and Party B. 

(iv) Notwithstanding clau.Ses (i) through (iii) above, no transfer or assignment payment 
shall be due to or owing from either Party A or Party B other than its obligations 
under the Transactions. 

(v) Notwithstanding the foregoing, the assignment provisions of this paragraph shall not 
take effect if, at the time .such assignment would be required, Party B shall have 
satisfied in full all of its payment obligations under Section 2fa) of this Agreement 
and shall at such time have no future payment obligations, whether absolute or 
contingent, under such Section. 

Miscellaneous: 

(b) Country of Domicile. The country of domicile of Party A is the United States of America. 
The country of domicile of Party B is the United States of America. 

(c) Confirmation. Each Confirmation supplements, forms part of, and will be read and 
construed as one with, this Agreement. A form of Confirmation is set forth as Exhibit D 
hereto. 

(d) "Stockholders' Equity" means with respect to an entity, at any time, the sunt at such time 
of (i) its capital stock (including preferred stock) outstanding, taken at par value, (ii) its 
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capital surplus and (iii) its retained earnings, minus (iv) treasury stock, each to be determined 
in accordance with generally accepted accounting principles. 

(e) Transfer. Section 7 of the Agreement is hereby modified by inserting the following after 
the word "party" but before the comma in the third line thereof: 

", provided. however. that such consent shall not be unreasonably withheld" 

(f) For purposes of Sections 2(d)(i)(4) and 3(£), any payee tax representation specified in a 
Confirmation under this Agreement shall be deemed to be specified in this Schedule. 

(g) Trial By Jury. Each party irrevocably waives any and all rights to trial by jury in any legal 
proceeding in connection with this Agreement or any Transaction. 

(h) Accuracy of Specified Information. Section 3(d) is hereby amended by adding in the third 
line thereof after the word "respect" and before the period the words "or, in the case of 
audited or unaudited financial statements or balance sheets, a fair presentation of the 
financial condition of the relevant person". 

(i) Definitions. This Agreement, each Confirmation, and each Transaction are subject to the 
1991 ISDA Definitions as published by the International Swaps and Derivatives Association, 
Inc. as amended, supplemented, updated, restated, and superseded from time to time (the 
"Definitions"), and will be governed in all respects by the Definitions (except that references 
to "Swap Transactions" in the Definitions will be deemed to be references to 
"Transactions''). The Definitions as so modified, are incorporated by reference in, and made 
part of, this Agreement and each Confirmation as if set forth in full in this Agreement and 
such Confirmations. Subject to Section I (b), in the event of any inconsistency between the 
provisions of this Agreement and the Definitions, this Agreement will prevail. Also, subject 
to Section 1 (b), in the event of any inconsistency between the provisions of any 
Confirmation and this Agreement, or the Definitions, such Confirmation will prevail for the 
purpose of the relevant Transaction. 

(j) Representations. Section 3 is hereby amended by adding the following additional 
Subsections: 
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(g) No Agency. It is entering into this Agreement and each 
Transaction as principal (and not as agent or in any other capacity, fiduciary or 
otherwise). 

(h) Eligible Swap Participant. It is an "eligible swap participant" 
as defined in the Part 35 Regulations of the U.S. Commodity Futures Trading 
Commission. 

(i) No Reliance. In connection with the negotiation of, the 
entering into, and the confirming of the execution of, this Agreement, any Credit 
Support Document to which it is a party, and each Transaction: (i) it has 
consulted with its own legal, regulatory, tax, business, investment, financial, and 
accounting advisors to the extent it has deemed necessary, and it has made its 
own investment, hedging, and trading decisions based upon its own judgment and 
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upon any advice from such advisors as it has deemed necessary and not upon any 
view expressed by the other party (other than the representations of such other 
party expressly set forth in this Agreement and the legal opinions delivered on 
behalf of such other party pursuant to this Agreement); (ii) it has determined that 
the rates, prices, or amounts and other terms of each Transaction and the 
indicative quotations (if any) provided by the other party reflect those in the 
relevant market for similar transactions, and all trading decisions have been the 
result of arm's length negotiations between the parties; and (iii) it is entering into 
this Agreement, such Credit Support Document, and such Transaction with a full 
understanding of all of the risks hereof and thereof (economic and otherwise), 
and it is capable of assuming and willing to assume (financially and otherwise) 
those risks. 

(j) Powers. It has the power to execute this Agreement and any 
other documentation relating to this Agreement to which it is a party, to deliver this 
Agreement and any other documentation relating to this Agreement that it is 
required by this Agreement to deliver and to perform its obligations under this 
Agreement and any obligations it has under any Credit Support Document to which 
it is a party and has taken all necessary action and made all necessary 
determinations and findings to authorize such execution, delivery and performance 

(k) Absence of Certain Events. No Event of Default or Potential 
Event of Default or, to its knowledge, Incipient Illegality (in the case of a 
Government Entity) or Termination Event with respect to it has occurred and is 
continuing and no such event or circumstance would occur as a result of its 
entering into or performing its obligations under this Agreement or any Credit 
Support Document to which it is a party. 

(I) Non-Speculation. This Agreement has been, and each 
Transaction hereunder will be (and, if applicable, has been), entered into for 
purposes of managing its borrowings or investments and not for purposes of 
speculation but solely in connection with the financing activities activities of Party 
B, for the purpose of effectively hedging with respect to interest on all or a portion 
of certain of Party B 's debt from a fixed rate to a floating rate, or from a floating 
rate to a fixed rate, and therefore optimizing the relative amounts of fixed and 
floating rate obligations or the risk of variations in its debt service costs, and by 
increasing the predictability of cash flow from earnings on invested funds and 
thereby improving Party B's ability to manage its funds and revenues. 

(m) Assets of Counterparty. No Affiliate or other person, firm, 
corporation, entity or association may liquidate, borrow, encumber or otherwise 
utilize the assets of Party B, other than as provided in the Master Resolution. 

(n) Organization. Party B is the governing body of the University 
System, a governmental agency of the State of Texas. 

Agreements 

(a) Source of Payments. Party B agrees that its obligations hereunder are, and until the 
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termination of this Agreement pursuant to the terms hereof shall remain special obligations of Party B 
secured by and payable from a first lien on and pledge of Pledged Revenues. 

(b) Compliance with Covered Documents. The Government Entity will observe, perform and 
fulfill each provision in the Covered Documents applicable to such Government Entity in effect on the 
Covered Documents Incorporation Date, as any of those provisions may be amended, supplemented or 
modified for purposes of this Agreement with the prior written consent of the other party hereto (the 
"Incorporated Provisions"), with the effect that such other party hereto will have the benefit of each of the 
Incorporated Provisions (including without limitation, covenants, right to consent to certain actions subject 
to consent under the Covered Documents and delivery of fmancial statements and other notices and 
information). In the event the Covered Documents ceases to be in effect prior to the termination of this 
Agreement, the Incorporated Provisions (other than those provisions requiring payments in respect of 
bonds, notes, warrants or other similar instruments issued under the Covered Documents) will remain in 
full force and effect for purposes of this Agreement as though set forth herein until such date on which all 
of the obligations of the Government Entity under this Agreement and any obligations of the Government 
Entity or any Credit Support Provider of the Government Entity under a Credit Support Document have 
been fully satisfied. The Incorporated Provisions are hereby incorporated by reference and made a part 
of this Agreement to the same extent as if such provisions were set forth herein. For purposes of this 
Agreement, the Incorporated Provisions shall be construed as though (i) all references therein to any party 
making loans, extensions of credit or financial accommodations thereunder or commitments therefor (the 
"Financings") were to the other party hereto and (ii) to the extent that such Incorporated Provisions are 
conditioned on or relate to the existence of such Financings or the Government Entity having any 
obligations in connection therewith, all references to such Financings or obligations were to the 
obligations of the Government Entity under this Agreement. Any amendment, supplement, modification 
or waiver of any of the Incorporated Provisions without the prior written consent of the other party hereto 
shall have no force and effect with respect to this Agreement. Any amendment, supplement or 
modification for which such consent is obtained shall be part of the Incorporated Provisions for purposes 
of this Agreement. 

(c) Definitions. Section 12 of this Agreement is hereby amended to add the 
following definitions in their appropriate alphabetical order:-
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" 'Authorizing Law' means Chapter 55, Texas Education Code and Vernon's Annotated 
Texas Civil Statutes, Article 717q, as amended." 

" 'Bonds' means any bonds, notes, certificates or other indebtedness or securities 
identified in a Confirmation for a Transaction." 

" 'Code' means the Internal Revenue Code of 1986, as amended. 

" 'Consolidated Financial Statements" means in respect of Party B, a copy of the 
annual report of Party B relating to the University System containing unaudited consolidated 
financial statements for Party B's fiscal year, prepared in accordance with the Texas 
Comptroller of Public Accounts Annual Financial Reporting Requirements and on a basis 
consistent with prior periods. 

" 'Covered Documents' has the meaning specified in the Schedule." 
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" 'Covered Documents Incorporation Date' has the mearung specified in the 
Schedule." 

" 'Default Rat~' means a rate per annum determined in accordance with the Federal 
Funds Rate Option plus the Default Spread, using a rate reset daily; provided, however, that, 
with tespa:t to amounts payable by Party B, the Default Rate shall not exceed the maximum 
rate allowed by law, as determined by Vernon's Annotated Texas Civil Statutes, Article 
717k-2, as amended. 

" "Default Spread' means I% per annum. 

" 'Federal Funds Floating Rate Option' means for any given day, the rate set forth in 
H.l5(5!9) for that day opposite caption "Federal Funds Rate (Effective)". If such rate is not 
yet published in H.l5(519), the rate will be the rate set forth in Composite 3:30P.M. 
Quotations for U.S. Government Securities for that day under the caption "Federal 
Funds/Effective Rate." If on the Calculation Date the appropriate rate for that day is not yet 
publishai in citha H.l5(519) or Composite 3:30P.M. Quotations for U.S. Government 
Securities, the rate for that day will be determined as if the parties had specified "Federal 
Funds (Reference Dealers)" as the applicable Floating Rate Option. 

" 'Government Entity' has the meaning specified in the Schedule." 

" 'Incipient /Uegality' means (a) the enactment by any legislative body with competent 
jurisdiction over a Government Entity oflegislation which, if adopted as law, would render 
unlawful (i) the performance by such Government Entity of any absolute or contingent 
obligation to make a payment or delivery or to receive a payment or delivery in respect of 
a Transaction or the compliance by such Government Entity with any other material 
provision of this Agreement relating to such Transaction or (ii) the performance by a 
Government Entity or a Credit Support Provider of such Government Entity of any 
contingent or other obligation which the Government Entity (or such Credit Support 
Provider) has under any Credit Support Document relating to such Transaction, (b) any 
assertion in any proceeding, forum or action by a Government Entity, in respect of such 
Government Entity or in respect of any entity located or organized under the laws of the state 
in which such Government Entity is located to the effect that performance under this 
Agreement or similar agreements is unlawful or (c) the occurrence with respect to a 
Government Entity or any Credit Support Provider of such Government Entity of any event 
that constitutes an Illegality." 

" 'Master Resolution' means the First Amended and Restated Master Resolution 
establishing The University of Texas System Revenue Financing System adopted by Party 
Bon February 14, 1991, as amended on October 8, 1993 and August 14, 1997 and each 
Supplemental Resolution thereto authorizing Parity Debt. · 

" 'Parity Debt' means Parity Debt as defined in the Master Resolution. 

" 'Pledged Revenues' means Pledged Revenues as defined in the Master Resolution. 

" 'System' means The University of Texas System Revenue Financing System 
established in the Master Resolution. 
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The parties executing this Schedule have executed the Master Agreement and have agreed 
as to the contents of this Schedule. 
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LEHMAN BROTHERS FINANCIAL PRODUCTS INC. 

By: ___________ _ 

Title: ___________ _ 

THE BOARD OF REGENTS OF THE UNIVERSITY OF 
TEXAS SYSTEM 

By: ·----------------------
Title: ___________ _ 
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«counterpart)'» 
«cp _street» 

-1-

EXHIBIT A to Schedule 

[Form of Opinion of Counsel for 
Lehman Brothers Financial Products Inc.] 

[date) 

«Cp _city», «cp _state» «cp _zip» 

Attention: Treasurer 

Ladies and Gentlemen: 

I have acted as counsel to Lehman Brothers Financial Products Inc., a Delaware corporation 
("Party A"), and am familiar with matters pertaining to the execution and delivery of the Master 
Agreement (the "Master Agreement") dated as of «as_of_date» between Party A and «Counterparty» 
("Party B"). 

In connection with this opinion, I have examined, or have had examined on my behalf, an 
executed copy of the Master Agreement, certificates and statements of public officials and officers 
of Party A and such other agreements, instruments, documents and records as I have deemed 
necessary or appropriate for the purposes of this opinion. 

Based on the foregoing but subject to the assumptions, exceptions, qualifications and 
limitations hereinafter expressed, I am of the opinion that: 

10 Party A is a corporation duly incorporated, validly existing and in good standing under 
the laws of the State of Delaware. 

20 The execution, delivery and performance of the Master Agreement, are within Party 
A's corporate power, have been duly authorized by all corporate action and do not 
conflict with any provision of its certificate of incorporation or by-laws. 

30 The Master Agreement, has been duly executed and delivered and constitutes a legal, 
valid and binding obligation, enforceable against it in accordance with its terms. 

40 To the best of my knowledge no consent, authorization, license or approval of or 
registration or declaration with, any U.S. federal or New York State governmental 
authority is required in connection with the execution, delivery and performance of the 
Master Agreement, in the case of Party A. 

The foregoing opinions are subject to the following assumptions, exceptions, qualifications 
and limitations: 

A. My opinion in paragraph 3 above is subject to the effect of any bankruptcy, 
insolvency, reorganization, moratorium or similar laws affecting the enforcement of creditors rights 
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generally (including, without limitation, the effect of Statutory or other laws regarding fraudulent or 
other similar transfers) and general principles of equity, regardless of whether enforceability is 
considered in a proceeding in equity or at law. 

B. I am a member of the Bar of the State ofNew York and render no opinion on the laws 
of any jurisdiction other than the laws of the State ofNew York, the federal laws of the United States 
of America and the General Corporation Law of the State of Delaware. 

C. My opinions are limited to the present laws and to the facts as they presently exist. 
I assume no obligation to revise or supplement this opinion should the present laws of the 

jurisdictions referred to in paragraph B above be changed by legislative action, judicial decision or 
otherwise. 

D. This letter is rendered to you in connection with the Master Agreement and the 
transactions related thereto and may not be relied upon by any other person or by you in any other 
context or for any other purpose. This letter may not be quoted in whole or in part, nor may copies 
thereof be furnished or delivered to any other person, without the prior written consent of Lehman 
Brothers Financial Products Inc., except that you may furnish copies hereof (i) to your independent 
auditors and attorneys, (ii) to any United States, state or local authority having jurisdiction over you 
or over Party A, (iii) pursuant to the order of any legal process of any court of competent jurisdiction 
or any governmental agency, and (iv) in connection with any legal action arising out of the Master 
Agreement. 

E. I have assumed with your permission (i) the genuineness of all signatures by each 
party other than Party A, (ii) the authenticity of documents submitted to me as originals and the 
conformity to authentic original documents of all documents submitted to me as copies, and (iii) the 
due execution and delivery, pursuant to due authorization, of the Master Agreement by each party 
other than Party A. 

Very truly yours, 
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EXHffiiT B to Schedule 

GUARANTEE OF LEHMAN BROTHERS HOLDINGS INC. 

LEHMAN BROTHERS SPECIAL FINANCING INC. ("Party A") and «COUNTERPARTY» 
("Party B") have entered into a Master Agreement dated as of «as _of_ date», pursuant to which Party 
A and Party B have entered and/or anticipate entering into one or more transactions (each a 
"Transaction"), the Confirmation of each of which supplements, forms part of, and will be read and 
construed as one with, the Master Agreement (collectively referred to as the "Agreement"). This 
Guarantee is a Credit Support Document as contemplated in the Agreement. For value received, and 
in consideration of the financial accommodation accorded to Party A by Party B under the 
Agreement, LEHMAN BROTHERS HOLDINGS INC., a corporation organized and existing under 
the laws of the State of Delaware ("Guarantor"), hereby agrees to the following: 

(a) Guarantor hereby unconditionally guarantees to Party B the due and punctual 
payment of all amounts payable by Party A under each Transaction when and as Party A's 
obligations thereunder shall become due and payable in accordance with the terms of the Agreement. 
In case of the failure of Party A to pay punctually any such amounts, Guarantor hereby agrees, upon 

written demand by Party B, to pay or cause to be paid any such amounts punctually when and as the 
same shall become due and payable. 

(b) Guarantor hereby agrees that its obligations under this Guarantee constitute a 
guarantee of payment when due and not of collection. 

(c) Guarantor hereby agrees that its obligations under this Guarantee shall be 
unconditional, irrespective of the validity, regularity or enforceability of the Agreement against 
Party A (other than as a result of the unenforceability thereof against Party B), the absence of any 
action to enforce Party A's obligations under the Agreement, any waiver or consent by Party B with 
respect to any provisions thereof; the entry by Party A and Party B into additional Transactions 
under the Agreement or any other circumstance which might otherwise constitute a legal or equitable 
discharge or defense of a guarantor (excluding the defense of payment or statute of limitations, 
neither of which are waived); provided. however, that Guarantor shall be entitled to exercise any 
right that Party A could have exercised under the Agreement to cure any default in respect of its 
obligations under the Agreement or to setoff, counterclaim or withhold payment in respect of any 
Event of Default or potential Event of Default in respect of Party B or any Affiliate, but only to the 
extent such right is provided to Party A under the Agreement. The Guarantor acknowledges that 
Party A and Party B may from time to time enter into one or more Transactions pursuant to the 
Agreement and agrees that the obligations of the Guarantor under this Guarantee will upon the 
execution of any such Transaction by Party A and Party B extend to all such Transactions without 
the taking of further action by the Guarantor 

(d) This Guarantee shall remain in full force and effect until such time as Party B shall 
receive written notice of termination. Termination of this Guarantee shall not affect Guarantor's 
liability hereunder as to obligations incurred or arising out of Transactions entered into prior to the 
termination hereof. 

(e) Guarantor further agrees that this Guarantee shall continue to be effective or be 
reinstated, as the case may be, if at any time, payment, or any part thereof, of any obligation or 
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interest thereon is rescinded or must otherwise be restored by Party B upon an Event of Default as 
set forth in Section 5(a)(vii) of the Agreement affecting Party A or Guarantor. 

(f) Guarantor hereby waives (i) promptness, diligence, presentment, demand of payment, 
protest, order and, except as set forth in paragraph (a) hereof, notice of any kind in connection with 
the Agreement and this Guarantee, or (ii) any requirement that Party B exhaust any right to take any 
action against Party A or any other person prior to or contemporaneously with proceeding to exercise 
any right against Guarantor under this Guarantee. 

This Guarantee shall be governed by and construed in accordance with the laws of the State 
of New York, without reference to choice of law doctrine. All capitalized terms not defmed in this 
Guarantee are defined in the Agreement. 

Any notice hereunder will be sufficiently given if given in accordance with the provisions 
for notices under the Agreement and will be effective as set forth therein. All notices hereunder shall 
be delivered to Lehman Brothers Holdings Inc., Attention: Treasurer, at 3 World Financial Center, 
28th Floor, New York, New York 10285 (Facsimile No. (212) 526-1467) with a copy to Lehman 
Brothers Special Financing Inc., Attention: Notice Generation at 3 World Financial Center, 12th 
Floor, New York, New York 10285-1200 (Facsimile No. (212) 528-6927). 

IN WITNESS WHEREOF, Guarantor has caused this Guarantee to be executed in its 
corporate name by its duly authorized officer as of the date of the Agreement. 

LEHMAN BROTHERS HOLDINGS INC. 

By: -------------------------
Title: -----------------------
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EXHffiiT C to Schedule 

[Form of Opinion of Counsel for Party B] 

Lehman Brothers Financial Products Inc. 
3 World Financial Center 
New York, New York 10285 USA 

Attention: Treasurer 

Ladies and Gentlemen: 

[Date] 

I have acted as counsel to <<Counterparty», a «Cp _jurisdiction» corporation ("Party B ''), and 
am familiar with matters pertaining to the execution and delivery of the Master Agreement (the 
"Master Agreement'') dated as of «as_of_date» between Party Band Lehman Brothers Financial 
Products, Inc. ("Party A"). 

In connection with this opinion, I have examined, or have had examined on my behalf, an 
executed copy of the Master Agreement, certificates and statements of public officials and officers 
of Party B and such other agreements, instruments, documents and records as I have deemed 
necessary or appropriate for the purposes of this opinion. 

Based on the foregoing but subject to the assumptions, exceptions, qualifications and 
limitations hereinafter expressed, I am of the opinion that: 

I 0 Party B is a «entity_ type» duly incorporated, validly existing and in good standing 
under the laws of the State of «cp_jurisdictioro>. 

20 The execution, delivery and performance of the Master Agreement, in the case of Party 
B are within its corporate power, have been duly authorized by all appropriate action 
and do not conflict with any provision of its authorization documents. 

30 The Master Agreement, has been duly executed and delivered by Party B and 
constitutes a legal, valid and binding obligation, enforceable against it in accordance 
with its terms. 

40 To the best of my knowledge no consent, authorization, license or approval of or 
registration or declaration with, any U.S. federal or State governmental authority is 
required in connection with the execution, delivery and performance of the Master 
Agreement, by Party B. 
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The foregoing opinions are subject to the following assumptions, exceptions, qualifications 
and limitations: 

A. My opinion in paragraph 3 above is subject to the effect of any bankruptcy, 
insolvency, reorganization, moratorium or similar laws affecting the enforcement of creditors rights 
generally (including, without limitation, the effect of statutory or other laws regarding fraudulent or 
other similar transfers) and general principles of equity, regardless of whether enforceability is 
considered in a proceeding in equity or at law, 

B. I am a member of the Bar of the State of Texas and render no opinion on the laws of 
any jurisdiction other than the laws of the State of Texas, the federal laws of the United States of 
America and the General Corporation Law of the State of Texas, 

C, My opinions are limited to the present laws and to the facts as they presently exist. 
I assume no obligation to revise or supplement this opinion should the present laws of the 

jurisdictions referred to in paragraph B above be changed by legislative action, judicial decision or 
otherwise. 

D. I have assumed with your permission (i) the genuineness of all signatures by each 
party other than Party B, (ii) the authenticity of documents submitted to me as originals and the 
conformity to authentic original documents of all documents submitted to me as copies, and (iii) the 
due execution and delivery, pursuant to due authorization, of the Master Agreement by each party 
other than Party B. 

Very truly yours, 

~ .. 
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EXHIBIT D to Schedule 

Form of Confirmation 

TO: <<counterpa.rt)')> 

FROM: 

<<cp _street» 
<<cp _city», «Cp _state» 
<<cp_Zip» 
Attention: «attention» 

Telephone: 
Facsimile: 

<<cp _telephone» 
<<cp_fax» 

Lehman Brothers Financial Products Inc. 
3 World Financial Center 
7th Floor 
New York, New York 10285-0700 
Attention: Notice Generation 

Telephone: 
Facsimile: 

(212) 526-8586 
(212) 528-6927 

SUBJECT: TRANSACTION (Ref: ) 

DATE: [date] 

Dear _____ _ 

SUBJECT: SWAP TRANSACTION (REF: ) 

ADD OPTIONAL 
TERMINATION 

The purpose of this communication is to set forth the terms and conditions of the interest rate 
swap transaction entered into on the Trade Date referred to below (the "Swap Transaction"), 
between Lehman Brothers Financial Products Inc. ("Party A") and <<counterpa.rt)')> ("Party 
B"). This communication constitutes a "Confirmation" as referred to in the Swap Agreement 
specified below. 

I. This confirmation supplements or will supplement, forms or will form a part of, 
and is or will be subject to, the Master Agreement, which the parties have entered into, dated 
as of <<as_of_date» (the "Master Agreement"), between Lehman Brothers Financial Products 
Inc. and <<counterpa.rt)')>. All provisions contained in, or incorporated by reference to, the 
Master Agreement shall or will govern this Confirmation except as expressly modified 
below. 
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2. This conununication incorporates the definitions and provisions contained in the 
1991 ISDA Definitions (as published by the International Swaps and Derivatives 
Association, Inc.) (the "Definitions"). 

3. The terms of the particular Swap Transaction to which this conununication relates 
are as follows: 

Trade Date: 

Effective Date: 

Termination Date: 

[Notional Amount:] 

FIXED AMOUNTS: 

Fixed Rate Payer: [Party AlB] 

[Fixed Rate Payer Calculation Amount:] 

Fixed Rate Payer Payment Dates [or, 
Period End Dates, if Delayed Payment or 
Early Payment applies]: 

[Fixed Amount:] 

Fixed Rate: 

Fixed Rate Day Count Fraction: 

FLOATING AMOUNTS: 

[ ], subject to adjustment in accordance with 
the [Following/Modified Following/Preceding] 
Business Day Convention, with respect to a 

Business Day and a 
Business Day [,with No 

Adjustment of Period End Dates] 

Floating Rate Payer: [Party B/A] 

[Floating Rate Payer Calculation Amount:] 

Floating Rate Payer Payment Dates [or, 
Period End Dates, if Delayed Payment or 
Early Payment applies]: 
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Floating Rate for initial Calculation Period: 

Floating Rate Option: 

Designated Maturity: 

Floating Rate Spread: [plus/minus] __ % p.a. 

Floating Rate Day Count Fraction: 

Reset Dates: 

[Rate Cut-off Dates:] 

[Method of Averaging: 

Compounding: 

[Compounding Dates:] 

[Initial Exchanges: 

Initial Exchange Date: 

Initial Exchange Amount to Party A: 

Initial Exchange Amount to Party B: 

Final Exchanges: 

Final Exchange Date: 

Final Exchange Amount to Party A: 

Final Exchange Amount to Party B:] 

Calculation Agent: 

3. Account Details 

Payments to Party A 

Unweighted!Weighted Average] 

Applicable/Inapplicable 

Account for payments in [first currency]: [ ] 

Account for payments in [second currency]: [ ] 

Payments to Party B 

Account for payments in [first currency]: [ ] 
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Account for payments in [second currency]: [ ] 

4. Offices 

The Office of Party B for the Transaction is [ ]. 

Please confirm that the foregoing correctly sets forth the terms of our 
agreement by executing the copy of this Confirmation enclosed for that purpose and 
returning it to us. 

Yours sincerely, 

LEHMAN BROTHERS FINANCIAL PRODUCTS INC. 

By: 

Name: 

Title: 

Date: 

Confirmed as of the date first written: 

«COUNTERPART¥» 

By: 

Name: 

Title: 

Date: 
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TO: 

CONFIRMATION 

TRANSACTION 

The Board of Regents of The University of Texas System 
20 I West 7"' Street 
Austin, TX 78701 
Attention: 
Telephone: 
Facsimile: 

FROM: Lehman Brothers Financial Products Inc. 
3 World Financial Center, 7th Floor 
New York, New York I 0285-0700 
Attention: Notice Generation 
Telephone: (212) 526-8586 
Facsimile: (212) 528-6927 

Re: The Board of Regents of The University of Texas. [name of Bond Issue] Bonds 

Ladies and Gentlemen: 

SUBJECT: SWAP TRANSACTION (REF: ) 

[Date] 

The purpose of this communication is to set forth the terms and conditions of the interest rate swap 
transaction entered into on the. Trade Date referred to below {the "Swap Transaction"), between 
Lehman Brothers Financial Products Inc. ("Party A") and The Board of Regents of The University of 
Texas System ("Party B"). This communication constitutes a "Confirmation" as referred to in the 
Swap Agreement specified below. 

I. This confirmation supplements or will supplement, forms or will form a part of, and is or 
will be subject to, the Master Agreement, which the parties have entered into, dated as of 
<<as_of_date>> (the "Master Agreement"), between Lehman Brothers Financial Products Inc. and 
«counterparty>>. All provisions contained in, or incorporated by reference to, the Master Agreement 
shall or will govern this Confirmation except as expressly modified below. 

2. This communication incorporates the definitions and provisions contained in the 1991 ISDA 
Definitions (as published by the International Swaps and Derivatives Association, Inc.) (the 
"Definitions"). The definitions and provisions contained in the 1992 ISDA U.S. Municipal Counterparty 
Defmitions (as published by the International Swaps and Derivatives Association, Inc.) {the 
"Defmitions"), are incorporated into this Confirmation. In the event of any inconsistency between those 
Definitions and this Confirmation, this Confirmation will govern. When used herein, "Bonds" shall have 
the meaning specified in paragraph 4 hereof. 

3. The terms of the particular Swap Transaction to which tlris communication relates are as 
follows: 
LBFP.BRUTS(ABR) 
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Party A: 

Party B: 

Notional Amount: 

Trade Date: 

Effective Date: 

Termination Date: 

FIXED AMOUNTS: 

Fixed Rate Payer: 

Fixed Rate Payer Payment 
Dates: 

Fixed Rate Payer Period End 
Dates: 

LBFP .BRUTS(ABR) 

LEHMAN BROTHERS FINANCL<\L PRODUCTS INC 

THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS 

SYSTEM 

$ , which shan reduce in such amounts and 
such dates (each, a "Reduction Date") as specified below. 
The amount of such reduction in NotiOnal Amount shall 
be referred to herein as a "Revised Notional Amount." 

Reduction Date Amortization 
Amount 

$. __ _ 

---;;$ 
--

$ __ _ 

$ __ _ 

$ __ _ 

$ __ _ 

$ __ _ 

$ __ _ 

---;;$ 
'--

$ __ _ 

[1BD] 

Party B 

Revised Notional 
Amount 

$ __ _ 
$ ___ _ 
$ __ _ 
$ __ _ 
$ ___ _ 
$ __ _ 
$ ___ _ 
$ __ _ 
$ ___ _ 
$ __ _ 
$ ___ _ 

Each February 15, May 15, August 15 and 
November 15, subject to adjustment m 
accordance with the Modified Following 
Business Day Convention. 

[TBD.) 

2 
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Fixed Rate: 

Fixed Rate Day Count Fraction: 

FLOATING AMOUNTS: 

Floating Rate Payer: 

Floating Rate Payer Payment Dates: 

Floating Rate Payer Period End 
Dates: 

Floating Rate Option: 

Floating Rate Day Count Fraction: 

Method of Calculation: 

AI ternative 
Option: 

Floating Rate 

Alternative Floating Rate Reset 
Dates: 

Alternative Floating Rate Day 
Count Fraction: 

LBFP.BRUTS(ABR) 

___ % 

30/360 

Party A 

Each February 15, May 15, August 15 and November 
15, subject to adjustment in accordance With the 
Modified Following Business Day Convention. 

[TBD] 

Bond Rate. "Bond Rate" means that rate in respect of 
each Calculation Period will be the rate paid on the _ 
Bonds, Series but in no event higher than 
the Maximum Rate. "Maximum Rate" means __ %. 

ActuaV365 (Fixed) 

Weighted Average 

For each Calculation Period, the Alternative 
Floating Rate. "Alternative Floating Rate" 
means a per annum rate, not to exceed the 
maximum interest rate payable on the Bonds, 
expressed as a decimal, equal to __ % of The 
BMA Municipal Swap Index (the "BMA 
Index") in effect for each Alternative Rate Reset 
Date in the relevant Calculation Penod, 
calculated by multiplying each BMA Index by 
the number of Alternative Floating Rate Reset 
Dates such BMA Index is in effect, determining 
the sum of such products and dividing such sum 
by the number of Alternative Floating Rate 
Reset Dates in the Calculation Period. 

Each Thursday, subject to adjustment m 
accordance with the Following Business Day 
Convention .. 

Actual/ Actual 

3 
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Alternative Method of 
Averaging: 

Alternative Floating Rate Date: 

LBFP.BRUTS(ABR) 

Weighted Average 

Upon the occurrence of an Alternative Floating 
Rate Date, the Floatmg Rate Option shall be the 
Alternative Floating Rate Option. An 
"Alternative Floating Rate Date" shall occur 
upon the occurrence (and, in the case of the 
events described in clauses I, 3 and 4 below, the 
continuance) of any of the following: 

3. Party B defaults under this Transaction or 
the Bonds. 

4. 2. Party B undertakes with respect to the 
Bonds any of the following: 

5. 
(a) fixed rate conversion; 

6. conversion to a mode other than the weekly 
mode; or 

7. unscheduled redemption. 

8. 

9. The short term rating of the Bonds falls 
below AI+ by S&P or PI by Moody's. 

10. 

11. The long term rating of the Bonds falls 
below AA- by S&P or Aa3 by Moody's. 

12. 

13. The Bonds are not issued. 

14. 

15. For any portion of a Calculation Period, any 
of the Bonds are held by _ 
---:--:---:----~~ as the liquidity facility 
provider, because of a drawing on the Liquidity 
Facility. 

16. 

17. is replaced or 
terminated by Party B as the remarketing agent 
for the Bonds. 

18. 

19. An Event of Taxability occurs in respect of 

4 
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Events of Taxability: 

the Bonds. 

20. 

(I) Party B is advised in writing by the 
Commissioner or any District Drrector of the 
Internal Revenue Service that the interest on the 
Bonds is includable in the gross income or 
becomes a specific preference item for 
individual or corporate minimum taxes, for 
federal income tax purposes, of any bondholder; 
or 
(2) 
(3) Party B receives a copy of an opinion of 
nationally recognized bond counsel to the effect 
that interest on the Bonds received by any 
bondholder is includable in gross income, for 
federal or state income tax purposes; or 
(4) 
(5) The Internal Revenue Service issues a 
statutory notice of deficiency or similar notice to 
any bondholder to the effect that the interest on 
the Bonds is includable in gross income, for 
federal tax purposes and Party B has received a 
copy of such notice; or 
(6) 
(7) the interest on the Bonds becomes 
includable in the gross income, for federal or 
Texas income tax purposes, of any bondholder 
by reason of legislation or constitutional 
amendment, judicial decision or decree, or any 
order, ruling or official release by the 
Department of the Treasury or the Internal 
Revenue Service or the relevant Texas taxing 
authority and Party B has received a copy of 
such action or other determination. 
(8) 

(9) 

(1 O)Party B agrees to notify Party A of the 
occurrence of any of the Events of Taxability 
listed above, or in subsections 1 through 7 of the 
Alternative Floating Rate Date section above, 
promptly upon the Party B's awareness thereof. 

(11) 

(12) 

4. As used in this Confirmation, "Bonds' shall mean-------------------

LBFP.BRUTS(ABR) 5 
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5. Additional Termination Event: The occurrence of an Alternative Floating Rate Date shall 

constitute an Additional Termination Event in respect of this Transacllon. Party B may designate an 
Early TerminatiOn Date in respect of such Additional Termination Event pursuant to Section 6 of the 
Agreement. 

6. If an Additional Tenmnation Event occurs upon the occurrence of an Alternative Floating 
Rate Date, Party B may designate an Early Tenmnation Date provided that Party B first or concurrently 
provides satisfactory evidence that Party B has sufficient available funds to pay the Settlement Amount to 
be paid by Party B, if any. 

7. Party B shall have the right to terminate this Transaction upon at least five (and no more 
than twenty) Business Days prior written notice to Party A designating a day not earlier than the day such 
notice is effective as an Early Termination Date. Party B's election to terminate this Transaction shall 
conslltute an Additional Termination Event pursuant to Section S(b)(v) of the Agreement and, upon such 
election, this Transaction shall be terminated according to Section 6 of the Agreement. Party B shall be 
the sole Affected Party for purposes of determining any amount payable upon such termination; provided 
that, notwithstanding the fact that Party B is the Affected Party, Party B shall designate the Early 
Termmation Date pursuant to Seclton 6(b) of the Agreement and this paragraph. 

8. For purposes of this Transaction, the definition of "Business Day" shall not include ------

9. Payment Instructions: 

All Payments to Party A: 

The Chase Manhattan Bank NY 
ABA No. 021000021 
for the Account of Lehman Brothers Financial Products Inc. 
Account No. 

All Payments to Party B: 

[BANK NAME] 
ABA: 
AIC# 
A/CName: 

10. Please check this Confirmation carefully and immediately upon receipt so that errors or 
discrepancies can be promptly identified and rectified. Please confirm that the foregoing correctly sets 
forth the terms of the agreement between Party A and Party B with respect to the particular Transaction to 
which this Confirmation relates by either (a) signing in the space provided below and immediately 
returning a copy of the executed Confirmation to Party A and/or (b) sending a return communication to 
Party A, substantially to the following effect: 

"We acknowledge receipt of your communication dated with respect to the 
interest rate swap transaction entered into on (the "Transaction") between Lehman 
Brothers Financial Products Inc. and with a Notional Amount of$ and a 
Termination Date of and confirm that such communication correctly sets forth the 
terms of our agreement relating to the Transaction described therein. Very truly yours, ----------

LBFP.BRUTS(ABR) 6 
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Please confirm that the foregoing correctly sets forth the terms of our agreement by executing the 
copy of this Confrrmatlon enclosed for that purpose and returning it to us. 

Confirmed as of the 
date first above written 

THE BOARD OF REGENTS OF 
THE UN!VERSIIT OF TEXAS SYSTEM 

By: __________ _ 

Name: 
Title: 

LBFP.BRUTS(ABR) 

Yours sincerely, 

LEHMAN BROTIIERS FINANCIAL PRODUCTS INC. 

By: _________ _ 

Name: 
Title: 

7 
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CONFIRMATION 

TRANSACTION 

TO; The Board of Regents of The University ofTexas System 
20 I West 7" Street 
Austin, TX 78701 
Attention: 
Telephone; 
Facsimile: 

FROM: Lehman Brothers Financial Products Inc. 
3 World Financial Center, 7th Floor 
New York, New York 10285-0700 
Attention: Notice Generation 
Telephone: (212) 526-8586 
Facsimile: (212} 528-6927 

Re: The Board of Regents of The Universitv of Texas. [name of Bond Issue] Bonds 

Ladies and Gentlemen: 

SUBJECT: SWAP TRANSACTION (REF: ) 

[Date] 

The purpose of this communication is to set forth the terms and conditions of the interest rate swap 
transaction entered into on the Trade Date referred to below (the "Swap Transaction"), between 
Lehman Brothers Financial Products Inc. ("Party A") and The Board of Regents of The University of 
Texas System ("Party B"). This communication constitutes a "Confll1IIlltion" as referred to in the 
Swap Agreement specified below. 

I. This confll1IIlltion supplements or will supplement, forms or will form a part of, and is or 
will be subject to, the Master Agreement, which the parties have entered into, dated as of 
<<as_of_date» (the "Master Agreement"), between Lehman Brothers Financial Products Inc. and 
.<<Counterparty>>. All provisions contained in, or incorporated by reference to, the Master Agreement 
shall or will govern this Confirmation except as expressly modified below. 

2. This communication incorporates the defmitions and provisions contained in the 1991 ISDA 
Definitions (as published by the International Swaps and Derivatives Association, Inc.) (the 
"Definitions"). The definitions and provisions contained in the 1992 ISDA U.S. Municipal Counterparty 
Definitions (as published by the International Swaps and Derivatives Association, Inc.) (the 
"Definitions"), are incorporated into this Confirmation. In the event of any inconsistency between those 
Definitions and this Confll1IIlltion, this Confirmation will govern. When used herein, "Bonds" shall have 
the meaning specified in paragraph 4 hereof. 

3. The terms of the particular Swap TrartSaction to which this communication relates are as 
follows: 

l.BFPIBRUTS (BMA) 
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Party A: 

Party B: 

Notional Amount: 

Trade Date: 

Effective Date: 

Termination Date: 

FIXED AMOUNTS: 

Fixed Rate Payer: 

Floating Rate Payer Payment 
Dates: 

LBFPIBRUTS (BMA) 

LEHMAN BROTHERS FINANCIAL PRODUCTS INC. 

THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS 

SYSTEM 

$ , which shall reduce in such amounts and 
such dates (each, a "Reduction Date") as specified below. 
The amount of such reduction in Notional Amount shall 
be referred to herem as a "Revised Notional Amount." 

Reduction Date 
Amortization Amount 

$ __ _ 

$ __ _ 

$ __ _ 

$ ___ _ 

$ ___ _ 

$ ___ _ 

$ ___ _ 

$ __ _ 

$ ___ _ 

$ ___ _ 

[TBD] 

Party B 

Revised Notional 
Amount 

$. ___ _ 
$. __ _ 
$ ___ _ 
$ __ _ 
$. ___ _ 

$:--
$:---$ ___ _ 
$. __ _ 
$. ___ _ 
$. __ _ 

Each February 15, May 15, August 15 and 
November 15, subject to adjustment m 
accordance with the Modified Following 
Business Day Convention. 

2 
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Floating Rate Payer Period End 
Dates: 

Fixed Rate: 

Fixed Rate Day Count Fraction: 

FLOATING AMOUNTS: 

Floating Rate Payer: 

Floating Rate Payer Payment Dates: 

Floating Rate Payer Period End 
Dates: 

Floating Rate Option: 

Floating Rate Reset Dates: 

LBFPIBRUTS (BMA) 

[TBD.] 

30/360 

Party A 

Each February 15, May 15, August 15 and November 
15, subject to adjustment in accordance with the 
Modified Following Business Day Convention. 

[TBD] 

The BMA Municipal Swap Index (the "BMA 
Index"). 

If Municipal Market Data no longer publishes 
the BMA Index, Party A shall determine the rate 
on each Reset Date. The rate so determined by 
Party A shall equal the prevailing rate 
determined by Party A for bonds that are rated in 
the highest short-term rating category by 
Moody's Investors Service, Inc. and Standard & 
Poor's Ratings Services, A Division of The 
McGraw-Hill Companies, Inc. in respect of 
issuers most closely resembling the component 
issuers selected by Municipal Market Data and 
that are subject to tender by the holders thereof 
for purchase on not more than seven days' notice 
and the interest on which is (a) variable on a 
weekly basis, (b) excludable from gross income 
for federal income tax purposes under the 
Internal Revenue Code of 1986, as amended (the 
"Code"), and (c) not subject to an "alternative 
minimum tax" or sinrilar tax under the Code, 
unless all tax-exempt bonds are subject to such 
tax. 

If Municipal Market Data fails or is unable to 
make available the BMA Index for any Reset 
Date, Party A shall deternrine the rate in the 
manner specified in the immediately preceding 
paragraph until Municipal Market Data makes 
available the BMA Index. 

Each Thursday, subject to adjustment in 
accordance with the Following Business Day 
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Floating Rate Day Count 
Fraction: 

Method of Averaging: 

Convention. 

ActuaVActual 

Weighted Average 

4. Party B shall have the right to terrmnate this Transaction upon at least five (and no more 
than twenty) Business Days prior written notice to Party A designating a day not earlier than the day such 
notice is effective as an Early Termination Date. Party B's election to terminate this Transaction shall 
constitute an Additional Termination Event pursuant to Section S(b)(v) of the Agreement and, upon such 
election, this Transaction shall be terminated according to Section 6 of the Agreement. Party B shall be 
the sole Affected Party for purposes of determimng any amount payable upon such termination; provided 
that, notwithstanding the fact that Party B is the Affected Party, Party B shall designate the Early 
Termination Date pursuant to Section 6(b) of the Agreement and this paragraph. 

5. As used in this Confirmation, "Bonds' shall mean------------------

6. For purposes of this Transaction, the defmition of "Business Day" shall not include -------

7. Payment Instructions: 

All Payments to Party A: 

The Chase Manhattan Bank NY 
ABA No. 021000021 
for the Account ofLelunan Brothers Financial Products Inc. 
Account No. 

All Payments to Party B: 

[BANK NAME] 
ABA: 
NC# 
NCName: 

8. Please check this Confirmation carefully and immediately upon receipt so that errors or 
discrepancies can be promptly identified and rectified. Please confirm that the foregoing correctly sets 
forth the terms of the agreement between Party A and Party B with respect to the particular Transaction to 
which this Confirmation relates by either (a) signing in the space provided below and immediately 
returning a copy of the executed Confirmation to Party A and/or (b) sending a return communication to 
Party A, substantially to the following effect: 

"We acknowledge receipt of your communication dated with respect to the 
interest rate swap transaction entered into on (the "Transaction") between Lelunan 
Brothers Financial Products Inc. and with a Notional Amount of$ and a 
Termination Date of and confirm that such communication correctly sets forth the 
terms of our agreement relating to the Transaction described therein. Very truly yours,------------

LBFP!BRUTS (BMA) 4 
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Please confmn that the foregoing correctly sets forth the terms of our agreement by executing the 
copy of this Confmnation enclosed for that purpose and returning it to us. 

Confmned as of the 
date first above written 

THE BOARD OF REGENTS OF 
THE UNIVERSITY OF TEXAS SYSTEM 

By: __________ _ 

Name: 
Title: 

LBFPIBRUTS (BMA) 

Yours sincerely, 

LEHMAN BROTHERS FINANCIAL PRODUCTS INC. 

By: __________ _ 

Name: 
Title: 

5 

BAAC -190 



DRAFT - January II, 1999 
CONFIRMATION 

[Date] 

TRANSACTION 

TO: The Board of Regents of The University of Texas System 
20 I West 7th Street 
Austin, TX 7870 I 
Attention: 
Telephone: 
Facsimile: 

FROM: Lehman Brothers Financial Products Inc. 
3 World Financial Center, 7th Floor 
New York, New York 10285-0700 
Attention: Notice Generation 
Telephone: (212) 526-8586 
Facsimile: (212) 528-6927 

Re: The Board of Regents of The University of Texas. [name of Bond Issue] Bonds 

Ladies and Gentlemen: 

SUBJECT: SWAP TRANSACTION (REF: ) 

The purpose of this communication is to set forth the terms and conditions of the interest rate swap 
transaction entered into on the Trade Date referred to below (the "Swap Transaction"), between 
Lehman Brothers Financial Products Inc. ("Party A") and The Board of Regents of The University of 
Texas System ("Party B"). lbis communication constitutes a "Confirmation" as referred to in the 
Swap Agreement specified below. 

l. lbis confirmation supplements or will supplement, forms or will form a part of, and is or 
will be subject to, the Master Agreement, which the parties have entered into, dated as of 
<<as_of_date» (the "Master Agreement"), between Lehman Brothers Financial Products Inc. and 
.<<counterparty>>. All provisions contained in, or incorporated by reference to, the Master Agreement 
shall or will govern this Confirmation except as expressly modified below. 

2. lbis communication incorporates the definitions and provisions contained in the 1991 ISDA 
Definitions (as published by the International Swaps and Derivatives Association, Inc.) (the 
"Definitions"). The definitions and provisions contained in the 1992 ISDA U.S. Municipal Counterparty 
Defmitions (as published by the International Swaps and Derivatives Association, Inc.) (the 
"Definitions"), are incorporated into this Confirmation. In the event of any inconsistency between those 
Definitions and this Confirmation, this Confirmation will govern. When used herein, "Bonds" shall have 
the meaning specified in paragraph 4 hereof. 

3. The terms of the particular Swap Transaction to which this communication relates are as 
follows: 
LBFP.BRUTS (LmOR) 
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Party A: 

Party B: 

Noti<loal Amount 

Trade Date: 

Effective Date: 

Termination Date: 

FIXED AMOUNTS: 

Fixed Rate Payer: 

Floating Rate Payer Payment 
Dates: 

Floating Rate Payer Period End 
Dates: 

LBFP.BRUTS (LIBOR) 

LEHMAN BROTIIERS FINANCIAL PRODUCTS INC. 

THE BOARD OF REGENTS OF THE UNIVERSITY OF TExAS 

SYSTEM 

$ , which shall reduce in such amounts and 
such dates (each, a '"Reduction Date") as spec1fied below. 
The amount of such reduction in Notional Amount shall 
be referred to herein as a "Revised Notional Amount." 

Reduction Date Amort:i;zatiop 
Amount 

s __ _ 

s __ _ 

$ __ _ 

--~$ 

---
$ __ _ 

---$ __ _ 

$ __ _ 

---$ __ _ 

$ __ _ 

---,::$ 
---

[TBD] 

Party B 

Revjsed Notional 
Amount 

$ __ _ 
$ ___ _ 

$ ___ _ 
$ __ _ 
$ __ _ 
s ___ _ 
$ ___ _ 
$ __ _ 
$ __ _ 
$ __ _ 
$ ___ _ 

Each February 15, May 15, August 15 and 
November 15, subject to adjustment in 
accordance with the Modified Following 
Business Day Convention. 

[TBD.] 
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Fixed Rate: 

Fixed Rate Day Count Fraction: 

FLOATING AMOUNTS: 

Floating Rate Payer: 

Floating Rate Payer Payment Dates: 

Floating Rate Payer Period End 
Dates: 

Floating Rate Option: 

Designated Maturity: 

Floating Rate Reset Dates: 

Floating Rate Day Count 
Fraction: 

Method of Averaging: 

___ % 

30/360 

Party A 

Each February 15, May 15, August 15 and November 
15, subject to adjustment in accordance with the 
Modified Following Business Day Convention. 

[TBD] 

For each Calculation Period, a per annum rate, 
not to exceed the maximum interest rate payable 
on the Bonds, expressed as a decimal, equal to_ 

% of the arithmetic mean of the USD
::-L::IB,.-,0:-:R:--BBA in effect for each Rate Reset Date 
in the relevant Calculation Period, calculated by 
multiplying each USD-LIBOR-BBA by the 
number of Floating Rate Reset Dates such USD
LIBOR-BBA is in effect, determining the sum 
of such products and dividing such sum by the 
number of Floating Rate Reset Dates in the 
Calculation Period. 

One Month 

Each day of which commercial banks are open 
for business (including dealings in foreign 
exchange and foreign currency) in the City of 
London (each a "Reset Business Day") on and 
after the Floating Rate Date (and, if the Floating 
Rate Date is a day other than a Reset Business 
Day, the Reset Business Day next preceding the 
Floating Rate Date. 

Actual/ Actual 

Unweighted Average 

4. Party B shall have the right to terminate this Transaction upon at least five (and no more 
than twenty) Business Days prior written nonce to Party A designating a day not earlier than the day such 
notice is effective as an Early Termination Date. Party B's election to terminate this Transaction shall 
constitute an Additional Termination Event pursuant to Section S(b)(v) of the Agreetnent and, upon such 

l.BFP.BRUTS (UBOR) 3 
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election, th1s Transaction shall be terminated according to Section 6 of the Agreement. Party B shall be 
the sole Affected Party for purposes of determining any amount payable upon such termination; provided 
that, notwithstanding the fact that Party B is the Affected Party, Party B shall designate the Early 
Termination Date pursuant to Section 6(b) of the Agreement and this paragraph. 

5. As used in this Confirmation, "Bonds' shall mean-----------------

6. For purposes of this Transaction, the definition of"Business Day" shall not include------

7. Payment Instructions: 

All Payments to Party A: 

The Chase Manhattan Bank NY 
ABA No. 021000021 
for the Account of Lehman Brothers Financial Products Inc. 
Account No. 

All Payments to Party B: 

[BANK NAME] 
ABA: 
AIC# 
A/CName: 

8. Please check this Confmnation carefully and immediately upon receipt so that errors or 
discrepancies can be promptly identified and rectified. Please confirm that the foregoing correctly sets 
forth the terms of the agreement between Party A and Party B with respect to the particular Transaction to 
which this Confirmation relates by either (a) signing in the space provided below and immediately 
returning a copy of the executed Confmnation to Party A and/or (b) sending a return communication to 
Party A, substantially to the following effect: 

"We acknowledge receipt of your communication dated with respect to the 
interest rate swap transaction entered into on (the "Transaction") between Lehman 
Brothers Financial Products Inc. and with a Notional Amount of$ and a 
Termination Date of and confirm that such communication correctly sets forth the 
terms of our agreement relating to the Transaction described therein. Very truly yours, ----------

LBFP.BRUTS (LIBOR) 4 
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Please confirm that the foregomg correctly sets forth the terms of our agreement by executing the 
copy of this ConfrrrnatJOn enclosed for that purpose and returning it to us. 

Confrrrned as of the 
date first above written 

THE BOARD OF REGENTS OF 
THE UNIVERSITY OF TEXAS SYSTEM 

By: __________ _ 

Name: 
Title: 

LBFP.BRt.rrS (LIBOR) 

Yours sincerely, 

LEHMAN BROTHERS FINANCIAL PRODUCTS INC. 

By: __________ _ 

Name: 
Title: 
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(Multicur"ncy--Cross Border) 

MASTER AGREEMENT 
dated as of ··········--·····:..--·--·· 

··································-·--·········-·····-·-·····-·· aDd ·-·····-·---·--...,-----···--············-·-··-· 

bave entered andlnr anticipate entering into one or more uansaCiions (eacb a '"Transaction~) !bat. arc or will 
be governed by Ibis Master Agreemen~ wbieb includes !be sebedule (!be ~sebedule'"), aad !be documents 
and otber confirming evidence (eaeb a ~eonfumation~) excbauged between !be parties eonfuming !bose 
Transactions. 

Accordingly, !be parties agree as follows:-

!. Interpretation 

(al Definitions. Tbe terms deftned in Section 14 aad in !be Sebedule will bave !be meanings tberein 
specified for !be purpose of Ibis Master AgreemenL 

Cbl /nconsisunc1. In !be event of any inconsistency between !be provisions of !be Sebedule aad !be 
otber provisions of Ibis Master Agrcemen~ !be Sebedule will prevail. In !be event of aay inconsistency 
between !be provisions of any Conftrmation aad Ibis Master Agreement (including !be Sebedule), sueb 
Confirmation will prevail for !be purpose of !be relevaat Transaction. 

(e) Sinrle Arreernent All Transactions are entered into in reliaac:e on !be fact !bat Ibis Master 
Agreement and all Conftn~~ations form a single agreement between !be parties (collectively referred to as 
Ibis - AgreemenCJ, and !be parties would not otberwise enter into aay Transactions. 

l. Obligations 

Cal General Condililnas. 

(i) Eacb pany will make eacb payment or delivery specified in eaeb Confumation to be made by 
i~ subject to !be otber provisions of Ibis AgreemenL 

Ciil Payments under Ibis Agreement will be made on !be due date for value on !bat date in !be place 
of !be account specified in !be relevaat Confumation or otbetwise pwsuaat to Ibis Agreemen~ in 
freely uansfcrable funds aad in !be tnanner customary for payments in !be required currency. Wbere 
seulement is by delivery (!bat is, otber !ban by payment), sucb delivery will be made for receipt on 
!be due date in !be maaner customa.-y for !be relevaat obligation unless otbcrwisc specified in !be 
relevaat Conftrmation or elsewhere in Ibis AgreemenL 

Ciiil Eacb ·obligation of cacb pany under Section l(a)(i) is subject to (I) !be condition precedent 
!bat no Event of Default or Potential Event of Default witb respect to !be olbci.pany bas occurred 
and is continuing, !21 !be condition precedent !bat no Early Termination Date in respect or !be 
relevant Transaction bas occurred or been effectively designated and 0) eaeb otber applicable 
condition precedent spccifted in Ibis AgrcemenL 
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(b) CltDnge of Account. Eitber party may change its accollllt for receivill& a payment or delivery by 
giving notice to !be oilier party at least rave Local Basin ... Days prior to lbe sclleduled dale for !be payment 
or delivery to wbicb sucb cbmge applies unless such oilier party Jives timely nolice of a reasonable objection 
to sucb chmge. 

(c) Netting. If on any date amounts would otberwise be payable:

(i) in !be same currency; and 

(ii) in respect of !be same Transaction, 

by eacb party to !be oilier, !ben, on such date, eacb party's obligation to make payment of any such amount 
will be automatically satisfied and .discharged and. if the aJgregate amount that would otherwise bave been 
payable by one pany exceeds the aggregate amount that would otherwise bave been payable by !be oilier 
pany, replaced by an obligation upon !be party by wbom the larger auregate amount would bave been 
payable to pay to !be oilier pany the excess of the lar&er aure&ate amount over the smaller auregate amount 

Tbe parties may elect in respect or two or more Transactions lbat a net amount will be determined in respect 
or all amounts payable on the same date in the same currency in respect or such Transactions. regardless or 
whether such atnounts arc payable in respect or the same Transaction. Tbe election may be made in the 
Schedule or a ConfltUI.Ition by specifying !bat subparagraph (ii) above wiU not apply to the Transaclions 
identified as being subject to the election, together with the starting date (in whicll case subparagraph ('ti) 
above will not, or will cease to, apply to such Transaclions from sucb date). Tbis election may be made 
separately for different zroups of Transactions and will apply separa!Cly to eacll pairing or Offaces lbtougb 
wbich the parties make and receive payments or deliveries. 

(d) Deduction or Wilhho/ilingfor Ttu. 

(i) Gross-Up. All payments under this Agreement wiU be made without any deduction or 
withbolding for or on account or any Tax unless sucb deduction or witbbolding is required by any 
applicable law, as modified by the practice or any relevant governmental revenue authority, then in 
effect. If a party is so required to deduct or witbhold, then that pany ("X") wiU:-

( I l promptly notify the other pany ("YI or such requirement; 

(2l pay to the relevant autllorities !be full amount required to be deducted or witbbeld 
(including the full amount required to be deducted or witbheld from any additiooal amount 
paid by X to Y under Ibis Section 2Cd)) promptly upon the earlier of determining that sucb 
deduction or withholding is required or receiviDJ notice that such atnount bas been assessed 
aga.anst Y; 

(3) promptly forward to Y an otracial receipt (or a certifaed copy), or other documentation 
reasonably acceptable to Y, evidencinJ such payment to sucb authorities; and 

(4) if such Tax is an lndemnifaable Tax. pay toY. in addition to tbe payment to wbicb Y is 
otherwise entitled under this ArreemenL. sucb aclditiooal amount as is necessary to ensure tllat 
the net amount actually recea vee! by Y (free and clear orlndCIIIDifaable T ues, wbether assessed 
against X or Y) will equal the full atnount Y would bave received bad no such deduction or 
withholding been required. However, X will not be required to pay any acldiliooal atnount to 
Y to !be extent that it would not be required to be paid but for:-

( Al the failure by Y to comply with or perform any agreement contained in 
Section 4(a)(i), 4(al(iiil or 4(cl); or 

CB l the failu!'" or a representation made by Y pursuant to Section 3(0 to be accurate and 
uue unless sucb failure would not bave occurred but for (I) any action caken by a taxinz 
authority, or brougbt in a court or competent jurisdiction, on or after tbe date on wbieb a 
Transaction is entered into (regardless or wbether sucb action is laken or brought with 
respect to a pany to this Agreement) or (II) a Cban1e in Tu Law. 
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(ii) Li4bility. !C:-

(1) X is required by any applicable Law, as modified by tile practice of any relevant 
govcrumcntal revenue autbority, to make any deduction or with.bolding in respeCt of which X 
would not be required to pay an additional amount toY under Section 2(d)(i)(4); 

(2) X doc.s not so dcduet or with.bold; and 

(3) a li~bility resulting from such Tax is assessed direcUy against X, 

tbcn, except to tile extent Y bas satisfied or tben satisfies tile liability resulting from sucb Tax, Y 
will prompUy pay to X tile amount of sucb liability (including any related liability for interest, .but 
including any related liability fbr penalties only if Y bas failed to comply with or perform ·ilnY 
agreement contained in Section 4(a)Cil. 4(a)(iii) or 4.(d)). 

(c) Dof,.ult /nler••t; Other Amounu. Prior to tile occurrence or effective designation of an Early 
Termination Date in respect of tile relevant Tra~~saction, a pany lllat defaults in tile performance or any 
payment obligaticn will, to tile extent pcrmiued by law and subject to Section 6(c), be required to pay interest 
(before as well as after judgment) on tile overdue amount to the oilier pany on demand in tile same currency 
as sucb overdue amount, for tile period from (and includinz) tile original due date for payment to (but 
excluding) the date of actual payment, at tile Default Rate. Sucb interest will be calculated on tile basis of 
daily compounding and tile actual n11111ber or days elapsed. If, prior to tile OC:CurreDCe or effective designation 
of an Early Termination Date in respeCt of tile relevant Tratlsaction, a party defaults in tile performance of 
any obligation required to be settled by delivery, it will compensate tile other pany on demand if and to tile 
extent provided for in tile relevant Confumation or elsewhere in Ibis Agreement. 

3. Representations 

Eacb party represents to tile other pany (wbicb representations will be deemed to be repeated by each party 
on ~ell date on wbicb a Transaction is entered into and, in the case of tile .!presentations in Section 3(0, at 
all times until the termination of this Agreement) lilac-

( a) BASic Represeni/Jtions. 

(i) Statu•. It is duly organised and validly existing under the laws of the jurisdiction of its 
organisation or incorporation and, if relevant under such Laws, in Jood standing; 

Ciil Powers. It bas the power to execute this Agreement and any oilier documentation relating to 
this Agreement to wbicb it is a pany, to deliver this Agreement ud lilly oilier documentation relating 
to th1s Agreement that it is required by Ibis Agreement to deliver ud to perform its obligations 
under this Agreement and any obligations it bas under any Credit Suppon Document to wbicb it is 
a pany and bas taken all necessary action to authorise such execution, delivery aDd performatlce; 

(iii) No ViDIIJtum or C4nflict. Sucb execution, delivery ud performance do not violate or conflict 
with any law applicable to it. any provision of its constitutional documents, any order or judgment 
of any coun or oilier azency of aovernment applicable to it or any of its assets or any contraCtual 
restriction binding on or affecting it or any of its assets; · 

(iv) Con .. nts. All JOvernmental and other consents that are required to bave been obtained by it 
with respect 10 this Agreement or any Credit Suppon Document 10 wbicb it is a party bave been 
obtained and are in full force and effec1 and all conditions of any such coosents bave been complied 
with; and 

(v) Obligation• Bindinr. Its obligations under this Agreement ud any Credit Suppon Document 
to wbicb il is a pany constitute its legal, valid and binding obligations, enforceable in accordance 
with their respective terms (subject 10 applicable bankruptcy, reorganisation, insnlvency, 
moratorium or similar laws affecting creditors' rigbts Jenerally ud subject, as 10 enforceability, 10 

equitable principles of Jeneral application (regardless of whether enforcement is sought ia a 
proceeding in equity or at law)). 
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(b) Absence of Cerlllin E•ena. No Event of Default or Potential Evcn of Default or, 10 its lclowledge, 
Termination Event with respect to it bas occurTed and is continuing and no such event or circumstance would 
occur as a result of its entering into or performing its obligations under Ibis Agn:ement or any Credit Support 
Document to which it is a pany. 

(c) Absence of LitigGIU.n. There is not pending or, to its knowledge. threatened against it or any of its 
Affiliates any action, suit or proceeding at law or in equity or before any court. uibunal, goverumental body, 
agency or omcial or any arbitrator that is likely 10 affect the legality, validity or enforceability against it of 
this Agreement or any Credil Support Document to wbicb it is a party or its ability to perform its obligations 
under this Agreement or sucb Credit Support Document. 

(d) Accuracy ofSpecijud lnformGIU.n. All applicable information that is furnished in writing by oi on 
behalf of it to the other party and is identified for the purpose of this Section 3(d) in the Schedule is, as of 
the date of the information, tnle, accurate and complete in every material respect. 

(e) Payer Taz Represeni/Jlion. Each representation specified in the Schedule as being made by it for 
the purpose of this Section 3(e) is accurate and 1n1e. · 

<0 Payee T az RtpreseniiJlioru. Each representation specified in the Schedule as being made by it for 
the purpose of this Section 3<0 is accurate and 1n1e. 

4. Azreements 

Eacb pany agrees with the other that, so long as either party bas or may have any obligation under this 
Agreement or under any Credit Support Document to which it is a pany:-

(a) Furnish Spocified Information. It will deliver to the other pany or, in eenaio cases under 
subparagraph (iii) below, to s.uch aovernment or taXing authority as the otherpany reasonably directs:-

(i) any forms, documents or certificates relating to mxatioo specified in the Schedule or any 
Conftrmation; 

(iil any other documents specifted in the Schedule or any Cooftrmatioo; and 

(iii) upon reasonable demand by such other party, any form or document that may be required or 
reasonably requested in writing in order 10 allow such other party or its Credit Support Provider 10 

make a payment under this Agreement or any applicable Credit Support Document without any 
deduction or withholding for or on account of aDy Tax or with such deduction or withholding at a 
reduced rate (so long as the completion. execution or submission of such form or document would 
not materially prejudice the legal or commercial position of the pany in receipt of sucb demaDd), 
with any such form or document to be accurate aDd completed in a manner reasonably satisfactory 
to such other pany and 10 be executed aDd 10 be delivered with my reasonably required ceniftcation, 

in each case by the date specifted in the Schedule or such Conftrmation or, if none is specifted, as soon as 
reasonably pracucable. 

(b) Mainlllin Authorisatioru. It will use all reascnable efforts 10 maiDt:aiJI in full force and effect all 
consents of any governmental or other authority that are required 10 be obtained by it with respect to this 
Agreement or any Credit Support Document to which it is a party and will use all reasonable efforts to obt:aiJI 
any that may become necessary in the fuwre. 

(c) Comply wilh lAw•. It will comply in all material respects with all applicable laws and orders 10 
which it may be subject if failure so 10 comply would materially impair its ability to perform its obli&ations 
under this Agreement or any Credit Support Document to wbich it is a pany. 

(d) Tu Agreement. It will give notice of any failure of a representation made by iLUnder Section 3(f) 
to be accurate and 1n1e promptly upon learning of such failure. 

(e) Payment of S112mp Tu. Subject to Section II, it will pay any St.amp Tax levied or imposed upon 
it or in respect of its execution or performance of this Agreement by a jurisdiction in which it is incorporated, 
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organised. managed and coouolled. or coosidered to bave iu sea~ or ;, whicb a b12J1c:b or office through 
which it is acting for tile purpose of Ibis Agreement is located ("Stamp Tax Jurisdiction-) and wiU incle1110ify 
tile otber party against any Stamp Tax levied or imposed upon tile otllerparty orin respect of tile otller party's 
execution or perfonn&~~ce of tllis Agreement by any such Stamp Tax Jurisdiction which is not also a Stamp 
Tax Jurisdiction witb respect to tile otller party. 

S. Events of Default and Termination Events 

(a) Events of Default. Tbe occurrence at any time with respect to a party or, if applicable, any Credit 
Suppon Provider of such party or any Specified Entity of such party or any of tile following evenu constitutes 
an event of default Can "Event of Default") with respect to such party:-

(i) Failure tiJ Pay or Deliver. Failure by tbe party to make, when due, any payment under "Ibis 
Agreement or delivery under Section 2Ca)(i) or 2(e) required to be made by it if sucb failure is not 
remedted on or before tbe !bird Local Business Day after notice of such failure is liven to tbe party; 

(ii) Breach of Agreement. Failure by tile party to comply with or perform any agreement or 
obligation (otbcr tllan an obligation to make any payment under tllis Acreemeot or delivery under 
Section 2Ca)(i) or 2(e) or to give notice of a Termination Event or any agreement or obligation 
under Section 4Cal(il, 4Ca)(iii) or 4Cd)) to be complied witb or performed by tbe party in accordaDcc 
witb tllis Agreement if such failure is not remedied on or before tbe tllirtietb day after notice or 
such failure is given to tile party; 

(iii) Credit Support Default 

(I l Failure by tbe party or any Credit Suppon Provider of such party to comply witb or 
perform any agreement or obligation to be complied witll or performed by it itl accordance 
witb any Credit Suppon Document if such failure is continuing after any applicable grace 
period has elapsed; 

C2l tile expiration or terminauon of such Credit Suppon Document or tbe failitlg or ceasing 
of such Credit Suppon Document to be in fuU force and effect for tbe purpose of Ibis Agreement 
(In eitber case otber !ban in accordance witb its terms) prior to tbe satisfaction of aU obligatioos 
of such parry under each Transaction to wbicb such Credit Suppon Document relates witbout 
tbe written consent of tbe otber party; or 

C3l tbe party or such Credit Suppon Provider disaffl.rms. disclaims, repudiates or rejects, in 
whole or in pan. or challenges tbc validity of, such Credit Suppon Document; 

(tv) Murepresentll.lion. A representation (otber tban a representation under Sectioo 3(e) or COl 
made or repeated or deemed to bave been made or repeated by tbe party or any Credit Suppon 
Provtder or such parry in Ibis Agreement or any Credit Suppon Document proves to have been 
incorrect or misleading in any ma«nal respect wben made or repeated or deemed to bave been made 
or repeated; 

Cvl Default under Specified Tran>acrion. Tbe party, any Credit Support Provider of such parry or 
any applicable Specified Entity or such party (I) defaulu under a Specified Tnmsaction and. after 
1 iving effect to any applicable notice requirement or grace period, tbere occurs a liquidation or. an 
acceleration of obligations under. or an early termination of, tbatSpecifted Tnmsaction, (2) defaults, 
after giving effect to any applicable notice requirement or zrace period. ill making any payment or 
delivery due on tbe last paymenL delivery or excbange date or, or any payment on early termillatioo 
of. a Specified Transaction (or such d.Caull continues for &I least tbreel.ocal BusiDCSS Days if tbere 
is no applicable notice requirement or grace period) or (3) disafftrms, disclaims, repudiates or 
rejecl.l, in whole or in pan. a Specified Transaction (or sucb actioo is talceo by any person or entity 
appointed or empowered to operate !'or act on its bchaiO; 

(vil Cross Default JC ·cross Default" is specified in tbe Schedule as appJying to tbe party, tbe 
occurrence or existence or C I l a default. even I or default or otber similar coodition or event (however 
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described) in respect of such pany, any Credit Support Provider of sucb party or any applicable 
Specified Entity of sucb pany under one or more agreements or instruments relating to Specified 
Indebtedness of any of them Cindtvidually or collectively) in an auregate amount of not less than 
the applicable Threshold Amount (as specif1ea in the Scbeaule) wbicb bas resulteli in sucb Specified 
Indebtedness becoming, or becoming capable at such time of being declared. due and payable under 
such agreements or insuuments, before it woula otherwise bave been due and payable or (2) a default 
by sucb party, sucb Credit Support Proviaer or sucb Specified Entity (individually or collectively) 
in making one or more payments on the due date thereof in an aggregate amount or not less than the 
applicable Threshold Amount under sucb agreements or iosuumeots (after giving efCect to any 
applicable notice requirement or grace period); 

(vii) Bankruptcy. The pany, any Creait Support Provider or sucb pany or any applicable SpeCified 
Entity of sucb party:-

( 1 lis dissolved (other than pursuant to a consolidation. amalgamation or merger); (2) becomes 
insolvent or is unable to pay its debts or fails or admits in writing its inability generally 10 pay 
its debts as they become due; (3) makes a general assigmneot. arrangement or compositioo 
with or for the benefit of its creditors; (4) institutes or bas instituted against it a proeeeaing 
seeking a judgment of insolvency or bankruptcy or any otber relief under any bankruptcy or 
insolvency law or other similar law affecting creditOrs' rigbts, or a petition is presented for its 
winding-up or liquidation, and. in the ease of any sucb proceeding or petition iostiruted or 
presented against it. sucb proceeding or petition (A) results in a judgment of insolvency or 
bankruptcy or the entry of an order for relief or the making of ac order for its winding-up or 
liquidation or (B) is not dismissed. disc barged, stayed or restrained in eacb ease within 30 days 
of the institution or presentation thereof; (5) bas a resolution passed for its winding-up, official 
management or liquidation (other than pursuant to a consolidation, amalgamation or merger); 
(6) seelcs or becomes subject to the appointment of an administrator, provisional liquidator, 
conservator, receiver. uustee. custodian or other similar official for it or for all or.substantially 
all its assets; (7) bas a secured pany take possession of all or substantially all its assets or bas 
a disuess. execution, attachment. sequestration or other legal process levied. enforced or sued 
on or against all or subswaially all its assets and such secured party maintains possessioo, or 
any sucb process is not dism1ssed. d1scbarged, stayed or restrained, in eacb ease within 30 days 
thereafter; (8) causes or is subject to any event with respect to it wbicb. under the applicable 
laws of any jurisdiction, bas an analogous effect to any of the events specif1ed in clauses (I) 
to (7) (inclusive); or (9) takes any action in furtherance or. or indicating its consent to, approval 
or. or acquiescence in. any or the foregoing acts; or 

(viii) Merrer Without Assumption. The pany or any Credit Support Provider of sucb party 
consolidates or amalgamates with. or merges with or into. or transfers all or substantially all its assets 
to. another entity and.. at the time of sucb consolidation. amalgamation, merger or transfer:-

( I) the resulting. surviving or transferee entity fails to assume all the obligations of sucb party 
or sucb Credit Support Provtder unaer this Agreement or any Credit Support Document 10 

wbicb it or its predecessor was a pany by operation of law or pursuant to an agreement 
reasonably satisfactory to tbe other pany 10 this Agreement; or 

(2) the beneftts of any Credit Support Document fail to extend (without the consent of the 
other pany) 10 the performance by sucb resulting. surviving or uansferee entity of its 
obligations under tbis Agreement. 

Cbl T•nnination E••nU. Tbe occurrence at any time with respect to a party or, if applicable, any Credit 
Support Proviaer of sucb pany or any Specified Entity of sucb pany of any event specified below constirutl:S 
an Illegality if the event is specified 1n Cil below. a Tax Event if the event is specified in (ii) below or a Tax 
Event Upon Merger if the eveot is speeif1ed in Ciii) below. and. if specified 10 be applicable, a Credit Event 
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Upon Merger if tbe event is specified pursuant to (iv) below or an Additional Termination Event if tbe event 
is specifaed pursuant to (v) below:-

(i) /ll•galily. Due to the adoption of, .:.r any cbange in, any applicable law after tbe date on wbicb 
a Transaction is entered into, or due to tbe promulgation of, or any cbange in. tbe interpretation by 
any court, uibuaal or regulatory autbnrity with competent juriSdiction of any applicable law after 
sucb date. it becomes unlawful (other tban as a result of a breacb by tbe pany of Section 4(b)) for 
sucb pany (wbicb will be tbe Affected Pany):-

~ abJ:>=w·lo f+-c. TBO . 
(l) to perform any absolute or contingent obligation to make a payment or delivery or to 
receive a payment or delivery in respect of sucb Transaction or to comply witb any otber 
material provision of Ibis Agreement relating to sucb Transaction; or · 

(2) to perform, or for any Credit Support Provider of sucb pany to perform, any contingent 
or otber obligation wbicb tbe pany (or sucb Credit Support Provider) bas under any Credit 
Support Document relating to sucb Transaction; 

(ii) TAZ E•<~~L Due to (x) any action taken by a wing autbority, or brougbtin a court of competent 
jurisdiction. on or after tbe date on wbicb a Transaction is entered into (regardless of wbetber sucb 
action is taken or brougbt witb respect to a party to this Agreement) or (y) a Cbange in Tax Law, 
tbe pany (wbicb will be tbe Affected Pany) wiU. or tbere is a subswuiallikelibood tbat it will, on 
tbe next succeeding Scbeduled Payment Date (I) be required to pay to tbe other party an additional 
amo11111 in respect of an lodemnifiable Tu under Section 2(d)(i)(4) (except in respect of interest 
under Sectlon 2!e), 6{d)(ii) .:.r 6(e)) or (2) receive a payment from wbicb a11 amount is required to 
be deducted or witbbel4 for or on account of a Tu (except iD respect of interest under Section 2(e), 
6(dl(ii) or 6(e)l and no additional amount is required to be paid in respect of sucb Tu under 
Section 2(d)(i)(4) (otber than by reason of Section 2(d)(i)(4)(A) or (B)); 

!iiil TAX E••nt Upon M•rg<r. Tbe pany (tbe "Burdened Party") on the next succeeding Scbeduled 
Payment Date wiU eitber Cll be required to pay an additional amount in respect of a~~lndemnifaable 
Tax under Section 2Cdl(i)(4) (eocept in respect of interest under Section 2(e), 6(d)(ii) or 6(e)) m 
(21 receive a payment from wbicb an amount bas been deducted or witbbeld for or oa'account of 
any lndemnifiable Tax in respect of wbicb the other pany is oot required 10 pay an additional amount 
lotber tban by reasoo of Section 2(d)(i)(4)(A) or (B)), in either case as a result of a party 
consolidating or amalgamating witb, or merging witb or into, or tr.~~~sferring all or substantially all 
its assets to. anotber entity (wbicb will be tbe Affected Pany) wbere sucb action does oat constitute 
an event described in Section 5(a)Cviii); 

Civl Cwlil £..,nl Upon M•rg..-. Jr-Credit Eveat Upon Merger- is specified in tbe Scbedule as applying 
to tbe pany. sucb pany \XJ. any Credit Support Provider of X or ally applicable Specifaed Entity of X 
consolidates or amalgamates witb, or merges witb or into. or tnnSfers all or substantially all its assets 
to, anotber entity and sucb action does oat enostimte an event described iD Section S(a)(viii) but tbe 
crednwortbiness of the resulting, surviving or traiiSferee entity is materiaUy weaker !baD that of X. sucb 
Credit Support Provider or sucb Specifaed Entity, as the case may be. immediately prior 10 sucb action 
Cant!. in sucb event. X m its successor or tnnSferee. as appropriate, will be the Affected Party); or 

(v) 1.ddilionlll T•rmination E••nt If any -Additional Termination Event" is specifted in lite 
Scbedule or any Coofumatioo as applying. lite occurrence of sucb event (and. in sucb event. lite 
Affected Party or Affected Parties sball be as specified for sucb Additional Termination Event iD 
tbe Scbedule or sucb Conformation). 

(C) E••nt cf D•faull and llleglllily. lf an event or circumstance wbicb would ollterwise constitute or 
give rise to an Event of Default also constitutes an Illegality, it will be D"eated as an 111egality and will oat 
constitute an Event of DefauiL 
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6. Early Termination 

(a) Right to T•rmincu FoUowing E••nt of D•fcul.t. If at m"y lime an Event of Default witb respect to 
a party (!be "Defaulting Pa.ny'} bas occurred and is !ben continuing, !be otber party (tbe "Non-defaulting 
Party") may, by not more !ban 20 days notice to !be Defaulting Party specifying !be relevant Event ofDefaul~ 
designate a day not earlier tban !be day sucb notice is effective as an Early Termination Date in respect of 
all outstanding Transactions. If, bowever, "Automatic Early Termination" is specified in !be Scbedule as 
applying to a party, !ben an Early Termination Date in respect of all outstaDding Transactions will occur 
immediately upon !be occurrence witb respect to sucb party of an Event of Default specified in 
Section S(a)(vii)(l), 13), (5), (6) or, to !be extent analogous tbereto, (8), and as of tbe time immediately 
preceding !be instiwtion of tbe relevant proceeding or tbe presentation of tbe relevant petition upon.tbe 
occurrence witb respect to sucb party of an Event of Default specified in Section 5(a)(vii)(4) or, to !be extent 
analogous tbereto, (8). 

(b) Right to T•rmintJ.t< Following Terminction E•ent. 

(i) IV otic•. If a Termination Event occurs. an Affected Party will, promptly upon becoming aware of 
i~ notify !be otber pany, specifying tbe aawre of tbat Terminatioti Event and eacb Aflected Transaction 
and will also give sucb otberinformation about tbat Termination Event as !be otberpa.ny may reasonably 
require. 

(iil Trt~.nf/or to A•oi4 Terminction E•enllf eitber an Dlegality under Section S(b)(i)(l) or a Tax 
Event occurs and tbere is only one Affected Party, or if a Tax Event Upon Merger occurs and tbe 
Burdened Pany is tbe Affected Party, !be Affected Party will, as a condition to its rigbt to designate 
an Early Termination Date under Section 61b)(iv), use all reasonable efforts (wbicb will not require 
such pany to incur a loss. excluding immaterial, incidental expenses) to transfer witbin 20 days after 
it gives nouce under Section 6(b)(i) all its rigbts and obligations under Ibis Agreement in respect of 
!be Affected Transactions to anotber of its Offices or Affiliates so !bat sucb Termination Event 
ceases ao cxisL 

If the Affected Party is not able to make sucb a transfer it wiU Jive notice to tbe otber pa.ny to !bat 
effect witbin sucb 20 day period. wbereupon !be otber pa.ny may effect sucb a transfer witbin 
30 days after tbe notice is given under Section 6(b)(i). 

Any sucb transfer by a party under Ibis Section 6(b)(ii) will be subject to and conditional upon tbe 
prior wriuen consent of tile otber pany, wbicb consent wiU not be witbbeld if sucb otber party's 
poliCies in effect at sucb time would permit it to enter into transactions witb tile transferee on tile 
tenns proposed. 

!iii) Two A/!ect•d Pt~.rti••· If an Illegality under Section S(b)(i)(l) or a Tax Event occurs and tllere 
are two Affected Panies, eacb party will use all reasonable efforts to reacb agreement witbin 30 days 
a her nouce tbereof is given under Section 6!bllil on action to avoid !bat Termination EvenL 

livl Right to Termincu. If:-

! I l a transfer under Section 6!bl!iil or an agreement under Section 6(b)(iii), as tile case may 
be. bas not been effected witb respect to all Affected Transactions witllin 30 days after 1n 

Affected Party gives notice under Section 6(b)Ci); or 

12) an Illegality under Section S!bl!i)(2), a Credit Event Upon Merger or an Additional 
Tennination Event occurs. or a Tu. Event Upon Merger occurs and lbe Burdened Party is not 
!be Affected Party, 

either party in !be case of an Illegality. the Burdened Party in tile case of a Tax Event Upon Merger, 
any Affected Party in tbe case of a Tu. Event or an Additional Termination Event if tbere is more 
than one Affected Party, or !be party wbacb is not tile Affected Party in lbe case of a Credit Event 
Upon Merger or an Additional Termanation Event if tllere is only one Affecu:d Party may, by not 
more than 20 days notice to Ole other party and provided tbatlbe relevlllt Termination Event is !lien 
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ccctinuing. designate a day oct earlier tllan.tlle day such notice is etrective as an Early Tennicatico 
Date in respect of all Affected Transacticcs. 

(c) Eff•cl of Designali.Dn. 

(i) If notice designating an Early Termination Date is given under Section 6(a) or (b), the Early 
Termination Date will occur on tile date so designated, whether or not the relevant Event of Default 
or Termination Event is tbcn continuing. 

(ii) Upon the occurrence or effective designation of an Early Termination Date, no further 
payments or deliveries under Section 2Ca)(i) or 2Ce) in respect of the Terminated Transactions will 
be required to be made, but without prejudice to the other provisions of this AgreemeDL Tbe amount. 
if any, payable in respect ofan Early Termination Date shall be determined pursu:I.Dt to Section 6(e). 

(d) CalcuiiJtiam. 

(il Sw•melll. On or as soon as reasonably practicable following the occurrence of an Early 
Termination Date, each pany will make the calculations on its pan. if any, contemplated by Section 6(e) 
and will provide 10 the otller pany a statement (I) sbowiDg, in RaSOaable detail, such calculations 
(mrlulfing all re""'antquotations and speci!ying any amount payable under Section 6(e)) and (2) giving 
details of the relevant account to wbich any amount payable to it is to be paid. lD the absence of wriaen 
confumation from the source of a quowion obtained in determining a Market Quotation, the =rds of 
the pany oblllining such quotation will be conclusive evidence of the existence and acxuracy of such 
quotation. 

(ii) Payment Dat•. An amount calculated as being due in respect of any Early Termination Date 
under Section 6(e) will be payable on the day that notice of the amount payable is effective (in the 
case of an Early Termination Date wbicb is designated or occurs as a result of an Event of Default) 
and on the day wbicb is two L.ocal Business Days alter the day on wb.icb notice of the amount payable 
is effective (in the case of an Early T ermioalion Date wbicb is designated as aresult of a Termination 
Event). Sucb amount will be paid together with (to the extent permiaed under applicable law) 
interest thereon (before as well as alter judgment) ia the Termination Currency, from (and including) 
the relevant Early Termination Date to (but excluding) the date sucb amount is paid, at the 
Applicable Rate. Sucb interest will be calculated oa the basis of daily compounding and the acwal 
cumber of days elapsed. 

(e) Payments Dn urly T•nninarian. If an Early Termination Date occurs, the following provisions 
shall apply based on the parties· election in the Scbedule of a payment measure. either "Market Quotation" 
or "Loss", and a payment method. either the "rust Method" or the "Second Method". If the parties fail to 
desirnate a payment measure or pa)'111ent metbod in tbe Scbedule, it will be deemed tbat "Market Quotation" 
or the "Second Method", as lhe case may be, sball apply. Tbe amount. if any, payable in respect of an Early 
Tennina.uon Date and determined pursuant to tilts Section will be subject to any Set-off. 

Cil E•enu of Default. If tbe Early Termination Date results from an Event of Defaulc-

C I l First Mtrhod and Marker Quotauon. If the rust Method and Market Quotation apply,the 
Defaulting Pany will pay to tbe Non-4efaulting Pany tbe excess, if a positive Dumber, of {A) lbe 
sum of the Seulement Amount (determined by tbe Non«faultiDg Pany) in respect of lbe 
T aminated Transactions and tile Termination C~~~m~cy Equivalent of tile Unpaid Amounts owmg 
to tile Non-4efaultiag Patty over CBl the Termination C~acy Equivalent of tbe Unpaid Amounts 
owing to tbe Defaulting Pany. 

C2l First Method end Loss. If the Ftrst Metbod and Loss apply,the Defaulting Pany will pay 
to the Non-defaulting Pany, if a positive number, tbe Non-clefaultiag Pany's Loss in respect 
of Ibis AgreemenL · · 

!3) Sctond Method end Mark<r Quotation. If the Second Method and Market Quotation apply, 
an amount will be payable equal to CAl tbe sum of the Settlement Amount (cleterminecl by lhe 
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Non-defaulting Pany) in respect of tbe Terminated Transactioii.S and tbe Termination Cui'TCncy 
Equivalent of tbe Unpaid Amounts owing to tbe Noa-deraulting Patty less (B) tbe Termination 
Currency Equivalent of tbe Unpaid Amounts owing to tbe Defaulting Pany. lf !bat amount is 
a positive number, tbe Defaulting Pany will pay it to tbe Non-defaulting Patty; if it is a negative 
number, tbe Non-defaulting Party will pay tbe absolute value of that amount to tbe Defaulting 
Patty. 

(4) Second Method tmd Loss. If tbe Second Me!bod and Loss apply. an amount will be payable 
equal to !be Non-defaulting Pany's Loss in respect of tbis Agreemen~ If !bat amount is a 
positive a umber, !be Defaulting Pany will pay it to !be Non-defaulting Party; if it is a negative 
number, tbe Non-defaulting Party will pay tbe absolute value of tbat amount to tbe Defaulting 
Party. . 

Ciil T6rminalion E•,nts. If tbe Easly TerminationDate results from a Termination Event:-

( I) Ont Af!tertd Parrv. lf there is oae Affected Party, tbe amount payable will be determined 
in accordance witb Section 6(e)(i)(3), if Market Quotation applies. or Section 6(e)(i)(4). if Loss 
applies. except that. in either case, references to tbe DefaultinJ Party and to tbe Non-defaulting 
Party will be deemed to be references to tbe Affected Patty and !be patty wbicb is not !be 
Affected Patty, respectively, and. if Loss applies and fewer tban all tbe Transactions are being 
terminated, Loss sball be calculated in respect of all Terminated Transactions. 

(21 Two Af!rctrd Parries. If there are two Affected Panics:-

( A) if Maritet Quotation applies, eacb patty will determine a Senlement Amount in 
respect of !be Terminated Transactions. and an amount will be payable equal to CD tbe 
sum of Cal one-ball of tbe difference between tbe Seulement Amount of tbe party witb 
tbe bigber Setl.lement Amount ("X) and tbe Setl.lement Amount of !be party witb !be 
lower Seulement Amount ("Y"') and (b) tbe Termination Currency Equivalent of !be 
Unpaid Amounts owing to X less (II) !be Termination Cui'TCncy Equivalent of tbe Unpaid 
Amounts owing toY; and 

CBl if Loss applies. eacb pany will determine its Loss in respect of Ibis Agreement (or, 
if fewer !ban all tbe Transactions are being terminated, iD respect of all Terminated 
Transactions) and an amount will be payable equal to one-ball of tbe difference between 
tbe Loss of tbe pany witb tbe bigber Loss ("X"') and tbe Loss of tbe patty witb tbe lower 
Loss ("Y"'). 

If tbe amount payable is a positive number, Y will pay it to X; if it is a negative number. X 
will pay !be absolute value of that amount to Y. 

(iiil l.djuslm6nl for Bankruptcy. In circumstances wbere an Easly Termination Date occurs 
because ·Automatic Easly Termination" applies in respect of a pany, tbe amount determined under 
Ibis Section 6Cel will be subJeCt to sucb adjustments as are appropriate and penniued by law to 
renect any payments or deliveries made by one pany to tbe other under Ibis Agreement (and relailled 
by sucb other party) dunng tbe penod from !be relevant Easly Termination Date w -tbe date for 
payment determined under Secuon 6Cd)(ii). 

livl Pr6-Eslimal6. Tbe parties agree tbat if Market Quotation applies an amount recoverable under 
Ibis Section 6(e) is a reasonable pre-estimate of loss and not a penalty. Sucb amount is payable for 
!be loss of bargain and tbe loss of protection against future risks and except as otherwise provided 
in this Agreement neither party will be en tilled to recover any additional damages as a consequence 
of sucb losses. 
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7. Transfer 

Subject to Section 6(b)(ii). neither this Agreement nor any interest cr obligation in or under Ibis Agreement 
may be transferred (wbether by way of security or otherwise) by either patty without the prior written consent 
of the other pany, except that-

( a) a pany may make sucb a transfer of this Agreement pursuant to a consolidation or amalgamation 
with, or merger with or into, or transfer of all or substantially all it.s asset.s to. another entity (but without 
prejudice to any otber rigbt or remedy under this Agreement); and 

(b) a pany may make sucb a uansfer of all or any pan of it.s interest in any amount payable to it from 
a Defaulting Pany under Section 6(e). 

Any purponed uansfer that is not in compliance with this Section will be void. 

8. Contractual Currency 

(a) Paym•nr in '"' Conlraelual Curr•ncy. Eacb payment under this Agreement will be made in the 
relevant currency specified in this Agreement for that payment (the "Contractual CWTency"). To the extent 
permitted by applicable law, any obligation to make payment.s under tbis Agreement in the Conuactual 
Currency will not be discbarged or satisfoed by any tender in any currency other than the Contractual 
Currency. except to the extent sucb tender results in the actual receipt by the patty to wbicb payment is owed, 
acting in a reasonable manner and in good faith in convening the currency so tendered iniO the Con a-actual 
Currency. of the full amount in the Contractual CWTency of all amounts payable in respect of this Agreement. 
If for any reason tbe amount in the Contractual CWTeney so received falls sbon of the amount in tbe 
Contractual Currency payable in respect of Ibis Agreemen~ the pany required 10 make the payment will, 10 
!be euent permitted by applicable law. immed\ately pay sucb additional amount in the Conaactual Currency 
as may be necessary to compensate for the sbonlall. U for any reason the amount in the Conaactual Currency 
so received exceeds the amount in the Contractual Currency payable in respect of this Agreement. the patty 
receivong the payment will refund prompOy the amount of sucb excess. 

(bl )udrm•nts. To the extent permitted by applicable law, it any judgment or order expressed in a 
currency other than the Contractual Currency os rendered (i) for the payment of any amount owing in respect 
of thos Agreement. (iil for the payment of any amount relating 10 any early termination in respect of this 
Agreement or (iii) in respect of a judgment or order of another coun for the payment of any amount described 
in (il or !iil above. the pany seeking recovery. after recovery in full of the aggregate amount to wbicb sucb 
pany is entitled pursuant to the judgment or order. will be entiOed to receive imlllet1iately from the other 
p:111y the amount of any sbonfall of the Contractual Currency received by sucb pany as a consequence of 
sum• paid in sucb other currency and will refund prompOy to the other patty any excess of the Contractual 
Currency received by sucb patty as a consequence of sums paid in sucb other currency if sucb sbonlall or 
such excess arises or results from any variation between the rate of excbange 11 wbicb the Conuactual 
Currency is convened into the CWTency of the judgment or ort1er for the purposes of sucb judgment or ort1er 
and the rate of excbange at wbicb sucb pany IS able, acting in a reasonable manner and in goot1 faith in 
converting the currency received into the Contractual Currency.to purcbase the Conuacwal CWTency with 
the amount or the currency of the judgment or order actually ·received by sucb patty. Tbe term "rate of 
excb:l.nge- includes. without limitation. any premiums and casu of excban.re payable in connection with the 
purchase of or conversion in10 the Contractual Currency. 

<cl S•parat• lnd1m11il~s. To the extent permitted by applicable law, these indemnities constitute 
sep:u-ate and independent obligations from the other obligations in this Agreement. will be enforceable as 
separate and independent causes or acuon. _will apply notwithstanding any indulgence granted by the patty 
to wbich any payment i.s owed and will not be affected by judgment being obtained or claim or proof being 
mat1e for any other sums payable in respect or this Agreement. 

(d) Evid•nco D/ lAss. For the purpose or this Section 8, it will be sufficient for a pany 10 demonstrate 
that it would bave surrered a loss bad an actual excbange or purcbase been made. 
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9. Miscellaneous 

(a) Entire Agroemen~ This Agreemeot constitutes the eo tire agreement and understanding of the parties 
with respect to its subject mat~r and supersedes all oral communication and prior writings with respect 
thereto. 

(b) Amendments. No amendmen~ modiftcation or wa;ver in respect of this Agreement will be effective 
unless in writing (including a ..,;ung evidenced by a facsimile transmission) and executed by each of the 
parties or con fumed by an exchange of telexes or elecuooic messages on an elecuonic messaging system. 

(c) Su,...i•al of Obligations. Without prejudice to Sections 2(a)(iii) and 6(c)(ii), the obligations of the 
parties under this Agreement will survive the termination of any Transaction. 

(d) Remedi<l Cumu!ati•e. Except as provided in this.:Agreemen~ the rights, powers, remedies and 
privileges provided in this Agreement are cumulative and not exclusive of any rights. powers, remedies 
and privileges provided by law. 

(e)· Counterparts and Conjvmtllions. 

(i) This Agreement (and each amendmen~ modiftcation and wa;ver in respect of it) may be 
executed and delivered in counterparts (including by facsimile uansmission), each of which will be 
deemed an original. 

(ii) The parties in~nd that they are legally bound by the ~rms of each Transaction from the moment 
they agree to those terms (whether orally or otherwise). A Confumation shall be entered into as 
soon as practicable and may be executed and delivered in counterparts (including by facsimile 
transmission) or be created by an exchange of telexes or by an exchange of elecuonic messages on 
an elecuonic messaging sys~m. which in eacb case will be sufficient for all purposes to evidence 
a btnding supplement to this Agreement. The parties will specify therein or through another effective 
means tbat any such counterpart, tel"' or elecuonic message constitutes a Confumation. 

(f) No Wai•er of Rights. A fa; lure or delay in exercising any right, power or privilege in respect of this 
Agreement will not be presumed to operate as a wa;ver, and a single or partial exercise of any rlgbt, power 
or privilege will not be presumed to preclude any subsequent or further exercise, of tbat rigb~ power or 
privilege or tile exercise of any other right. power or privilege. 

(g) Headings. The beadings used in this Agreement are for convenience of reference only and are not 
to affect tile consuuction of or to be taken into consideration in interpreting this Agreement 

10. Offices; Multibrancb Parties 

(a) If Section lO(a) is specified in tile Schedule as applying, each party that enters into a Transaction 
through an Office other than its bead or home office represents to tile other pany that, notwithstanding the 
place of booking office or jwisdicuon of incorporation or organisation of such pany, the obligations of such 
pany are tile same as ifit bad entered into the Transaction through its bead or home office. This representation 
will be deemed to be repeated by such party on each da~ on which a Transaction is entered into. 

(b) Neither pany may cbange tile Office through which it makes and receives payments or deliveries 
for the purpose of a Transaction without tile prior wrinen consent of tile other pany. 

(c) If a pany is specifted as a Multibraocb Pany in the Schedule, such Mul!ibrancb Pany may make 
and receive payments or deliveries under any Transaction through any Office listed in the Schedule, and the 
Office through which it makes and receives payments or deliveries with respect to a Transaction will be 
specifted in the relevant Confumation. 

11. Expenses 

A Defaulting Pany will, on demand, indelllllify and bold harmless the other party for and aga;nst all 
reasonable out·of·pocl<et expenses. including legal fees and Stamp Tax, incurred by such other pany by 
reason of the enforcement and pro~ction or its rights under this Agreement or any Credit Suppon Documeot 
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to wbicb tbe Defaulting Pany u a party or by reason of the early termination of any Transaction, including, 
but not limited to, costs of collection. 

12. Notices 

(a) Eff•<li••ness. Aily notice or other communication in respect of this Agreement may be given in any 
manner set forth below (except tbat a notice or otber eommuoication under SectionS or 6 may cot be givec 
by facsimile transmission or electronic messaging system) to the address or number or in accordance witb 
tbe electronic messaging system details provided (see the Scbedule) and wiU be deemed effective as 
indicated:-

(i) if in writing and delivered in person or by courier, on the date it is delivered; 

(ii) if sent by telex, on the date the recipient's answerback is received; 

(iii) if sent by facsimile transmission, on tbe date tbat transmission is receivetl by a responsible 
employee or tbe recipie<~t in legible form (it being agreed tbat tbe burden or proving receipt will be 
on tbe sender and will not be met by a transmission repon generated by tbe sender's facsimile 
macbine); 

(iv) if sent by certified or regutered mail (airmail, if overseas) or tbe equivalent (return receipt 
requested), on the date tbat mail is delivered or its delivery is attempted; or 

( v) if sent by clectrODic messaging system, on !be-date tbat electronic message is receivetl, 

unless the date of tbat delivery (or attempted delivery) or tbat receip~ as applicable, is not a Local Business 
Doy or that communication is deliveretl (or attempted) or received, as applicable, after tbe close or business 
on a Local Business Day, in wbicb case tbat communication sball be deemed given anti effective on tbe first 
following day tbat is a Local Business Day. 

Cbl Chanr• of Addresus. Either pany may by notice to !be other cbange tbe atldress. telex or facsimile 
number or electronic messaging system details at wbicb notices or otber communications are to be given to 
it 

13. Go .. rnine Law and Jurisdiction 

Cal Go•<rning lAw. Tbis Agreement will be governed by and constrUed in accordance witb the law 
specified in the Scbedule. 

Cbl }urisdictwn. Witb respect to any sui~ action or proceedings relating to tbis Agreement 
c-Procecdtngs-l. eacb pany im:vocably:-

< il submits to tbe jurisdiction of !be E.cglisb courts. if tbis Agreement is expressed to be governed 
by E.ng lisb law, or to tbe non-exclusive jurisdiction of tbe courts of tbe State of New York and tbe 
United States District Coun located in tbe Bornugb of Man.baaan in New York City, if tbis 
Agreement is expressed to be governed by tbe laws of tbe State of New York; and 

!iil waives any objection wbicb it may bave at any time to tbe laying of venue of any Proceedings 
brougbt in any sucb court. waives any claim tbat sucb Proceedings bave been brnugbt in an 
inconvenient forum and further waives tbe rigbt to objec~ witb respect to sucb Proceedings, tbat 
sucb coun does not bave any jurisdiction over sucb party, 

Nothing in this Agreement precludes eilber pany from brin1ing Proceedings in any otber jurisdiction 
(outside, if tbis Agreement is expressed to be 1overoet1 by Englisb law, tbe Contracting States, as dermed 
in Section H3l of tbe Civil Juristliction and Judgments Act 1982 or any modification, extension or 
re-enacunent thereof for tbe time being in force) nor will tbe bringing or Proceedings in any one or more 
jurisdictions preclude the bringing of Proceedings in any other jurisdiction. -

(c) Service of Process. Eacb pany irrevocably appoints tbe Process Azent (if any) specified opposite 
its name in tbe Scbedule to receive, for it and on its bebalf, service of process in IllY Proceedings. If for any 
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reasoo any pany's Process Agent is uoable to act as such. sucll pany will promptly notify tbe otber PartY 
and witbin 30 aay• appoint a substinne process agent acceptable to tbe otber party. 1be parues irrevocably 
consent to service of process giveo in tbe manner provided for notices in Section 12. Notbing in tbis 
Agreement will affect tbe right of eitber pany 10 serve process in any otber IIWlller permitted by law. 

(d) W"i•or of Immunili<•. Each pany irrevocably waives, to tbe fullest extent permitted by applicable 
law, witb respect to itself and its revenues and assets (irrespective of tbeir use or intended use). all immuuicy 
on tbe grounds of sovereigncy or otber similar grounds from (i) suit. (ii) jurisdiction of any court, (iii) relief 
by way of injunction, order for specific performance or for recovery of property, (iv) artachtnenl of its assets 
(wbetber before or after judgment) and (v) execution or enforcement of any judgment to wbicb it or its 
revenues or assets might otherwise be entitled in any Proceedings ·in tbe courts of any jurisdiction. and 
irrevocably agrees. to t.be extent permuted by applicable law, tbat it will aot claim any sucb immunity ia any 
Proceedings. · 

14. Definitions 

As used in t.bis Agreement:-

"Additiondl Tormindtion E•ent" bas tbe meaning specified ia Section S(b). 

"A.Jfeeted p.,ny" bas t.be meaning specifted in Section S(b). 

"A.Jfe<ted Trdn•detion•" means Cal witb respect to aay Termination Event consisting of an lllegalicy. Tax 
Event or Tax Event Upon Merger, all Transactions affected by !be occurrence of sucb Termination Event 
and lbl witb respect 10 any olber Termination Event. all Transactions. 

"A.!fllidJe" means. subject 10 !be Schedule. in relation to aay person, aay entity conuolled. directly or 
indirectly, by tbe persoo. aay entity !bat controls. directly or indirectly,lbe person or any entity directly or 
indirectly under common conuol witb tbe person. For Ibis purpose. "contrOl" of any eaticy or person means 
ownership of a majority of tbe voting power of tbe entity or person. 

"A.pplicGblc Rau" means:-

( a) in respect of obligations payable or deliverable (or wbicb would bave been but for Section 2(a)(iii)) 
by a Defaulting Party,lbe Default Ra1e; 

Cb) in r•spect of an obligation to pay an amount under Sectioo 6(e) of eilber party from and after !be aate 
(determined tn accordance wilb Section 6(d)(iill oa wbicb !bat amount is payable, tbe Default Rate; 

Ccl in respect of all olber obligations payable or deliverable (or wbich would bave been but for 
Section 2Ca)(iii)) by a Non-defaulting Pany. tbe Non-default Rat=; aad 

ldl tn all otber cases. !be Termination Rate. 

"Burdened P.,ny" bas !be meaning specified in Section S(b). 

"Change in Taz L.aw"means !be enactment. promulgation. execution or ratification of. or aay change ia or 
amendment to. any law lor ia tbe application or official interpretation of any law) !bat occurs on or after tbe 
<l.ate on wbiclllbe relevant Transaction is entered into. 

"conunt" includes a consent. approval, action. aulborisation, exemption, notice, rtling, registration or 
••change control consent. 

"Credil E•ent Upon Morrer" bas !be meaning specifted in Section S(b). 

"Credil Support Document" means any agreement or instrument !bat is specified as sucb in Ibis Agreement. 

"Credil Support Pro•idor" bas t.be meaning specified ia !be Schedule. 

"Dejdult R"u" means a rate per annum equal to !be cost (wilbout proof or evidence of any actual cost) 10 
tbe relevant payee (as ccrtifted by it) if it were 10 fuad or of funding !be relevant amount plus 1'!0 per annum. 
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"DefaulJing Party" bas tbe meaninr specified in Section 6(a). 

"Etu"ly Termimztion Date" means tbe date determined in accordance witb Section 6(a) or 6(b)(iv). 

"E•entof Default" bas tile meaning specified in Section S(a) and. if applicable, in tile Scbedule. 

"IUegality" bas tbe meaning specifaed in Section S(b). 

"/ndemnijud>le Ta.r" means any Tax otiler tban a Tax tbat would not be imposed in respect of a payment 
under tbis Agreement but for a present or former connection between tile jurisdiction of tbe government or 
taxation autbority imposing sucb Tax and tbe recipient of sucb payment or a person related Ia such recipient 
(including, witbout limitation. a connection ·arising from sucb recipient or related person being or bav_ing 
been a citizen or resident of such jurisdiction, or being or having been organised. present or engaged "in a 
trade or business in such jurisdiction, or having or having bad a permaDCDI establishment or faxed place of 
business in such jurisdiction, bulexcludang a connection arising solely from such recipient or related person 
baving executed. delivered, performed its obligations or received a payment under, or enforced, tbis 
Agreement or a Credit Suppon Document). 

"lo.w" includes any treaty, law, rule or regulation (as modifaed, in tile case of tax mau.,rs. by tbe practice of 
any relevant governmental revenue autilorily) and ''IDwful" and "rmlo.wful" wUI be consii'Ued accordingly. ' 

uLoCIJl BtUineu Da.v" means. subject 10 tbe Schedule, a day on wbicb commercial banks are open for 
business (including dealings in foreign excbange and foreign currency deposits) (a) in relation 10 any 
obligation under Section 2(a)(i), in tbe place(sl specified in tile relevant Confumation or, if not so specified, 
as otberwise agreed by tile parties in writing or determined pursuan110 provisions contained, or incorporu..d 
by reference. in til is Agreement. (b) in relation 10 any otiler payment. in tile place wbere tbe "'levant account 
is located and. if different. in tile principal fanancial cenue, if any, of tbe currency of sucb payment. (c) in 
relauon to any notice or olber communication, including notice contemplated under Section S(a)(i), in lbe 
ciry specified in tbc address for notice provided by tbc recipient and. in lbe case of a notice contemplated 
by Secuon 2(b). in tbe place wbere tbe relevant new account is 10 be located and (d) in relation 10 
Section SCalCv)(2J. in tbe relevant locations for performance witb respec110 such Specifaed Transaction. 

"Loss" means, witil respect 10 tbis AJ"'ement or one or more Terminated Transactiocs, as tbe case may be. and 
a pany.llle Terminauon Currency Equivalent of an amount tbat pany reasonably determines in good faitb 10 be 
its total losses and costs Cor gain, in wbacb case expres.sed as a negative number) in connection witb Ibis Agreement 
or lllat Terminated Transaction or JI'Oup of Terminated Transactions. as tbe case may be. including any loss of 
bargain. cost of funding or, at !be election of such pany but willloul duplication, loss or COSI incurred as a result 
or its ternunating. liquidating. obtaining or recstablisbing any hedge or relawl trading position (or any gain 
resulting from any of lllem). Loss includes losses and costs Cor gamsl in respect of any payment or delivery 
require-d to have been made (assuming satisfaction of each applicable condition precedenl) on or before tbe 
relevant Early Termination Date and not made. except. so as 10 avoid duplic:alion, if Section 6(e)(i)CI) or (3) or 
6Cel(iilC2lCAl applies. Loss does not include a pany's legal fees and out-of-pocket expenses referred 10 under 
Section II. A p:lffY wiU determine its Loss as of tbe relevant Early Termination Date. or, if tba1 is DOl reasonably 
procucable. as of tbe earliest da1< tbereaf~er as is reasonably practicable. A pany may (but aced aot) determiae 
its Loss by reference to quotations of relevant rates or prices from one or more leading dealers in tbe relevant 
markets. 

"Market Quot<JtiDn" means. witil respect to one or more Terminated Transac:tions and a pany making !be 
determination, an amount determined on tbe basis of quotations from Rderence Ma.tll:el-makers. Each 
quotation will be for an amount. if any, lllat would be paid 10 such pany (expressed as a negative number) 
or by such pany (expressed as a positive number) in consideration of an agreement between such pany (taking 
into account any existing Credit Suppon Document witb respect 10 tbe obligations or sucb pany) and lbe 
quoting Reference Market-maker 10 enter into a uansaction (tbe "Replacement Transaction") tbat would 
have tbe effect or preserving for sucb pany tbe economic equivalent or any payment or delivery (wbetber 
tile underlying obligation was absolute or contingent and assumiDg tbe satisfaction of cacb applicable 
condition precedent) by the parties under Section 2Ca)Cil in respect of such Terminated Transaction or &roup 
of Terminated Transactions tbat would. but for llle occurrence of tbe relevant Early Termination Date, bave 
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bee a required after that date. For this purpose, Uopaid Amouats ill respect of the Tcrmiaatcd Transaction or 
group of Terminated Transactions arc to be excluded but, without iimitatiOD, any paymcnt or delivery that 
would, but for the relevant Early Tcrminatioo Date, have been required (assuming satiSfaction of each 
applicable eonditioo precedent) after that Early Termination Date is to be included. Tbc Replacement 
Transaction would be subject to such documentation as such part)' and the Reference Markct-mal<cr may, in 
good faith, agree. Tbc party makiDg the dcterminatioo Cor its agent) will request each Reference 
Market-maker to provide its quotation to the extent reasonably practicable as of the same day and time 
(without regard to different time zones) on or as soon as reasonably practicable after the relevant Early 
Termination Date. Tbe day and time as of which those quotatioos are to be obtained will be selected in good 
faith by the pany obliged to mal:e a determinatioo under Section 6(e), and. if each PartY is so obliged, after 
consultation with the other. If more than three quotatioas are provided. the Market QuotatiOD will be -the 
arithmetic mean of the quotations, without regard to the quotations baving the bigbest and lowest values. If 
exactly three such quotations arc provided, the Market Quotation will be the quotation remaining after 
disregarding the bigbest and lowest quotatioas. For this purpose, if more than one quotation bas the same 
highest value or lowest value, thea one of such quotations sball be disregarded. If fewer than three quotations 
arc provided. it will be deemed that the Market Quotation in respect or such Terminated Transaction or group 
of Terminated Transactions canaot be determined. 

"Non-d<ftJult RtJtr"means a rate prr annum equal to the cost (without proof or evidence of any actual cost) 
to the Non-defaulting Pany (as certiftcd by it) if it were to fund the relevant amouat. 

"Non-d<ftJulting PtJrty" bas the meaning spcciftcd in Sectioa 6(a). 

"Officr"mcans a branch or offtec or a party. which may be sucb pany's bead or bomc office. 

"Potrntial Evrnt of DrjtJult"mcans any event wbich. with the giving of notice or the lapse of time or botll, 
would constitute an Event of Default. 

"R<frrrn<< M<Vk<l·mtJkrn" means four leading dealers in the relevant market selected by the PartY 
dctcnntnmg a Market Quotation in good faith (al from among dealers or the highest credit standing which 
sausfy all the critena that such party applies generally at the time in deciding wbether to offer or to make 
an extension of credit and (b) to the extent practicable, from among sucb dealers baving an office in the same 
City. 

"R<IrvtJnt Juri•diction" means, with respect to a pany, the jurisdictions (a) in whicb the PartY is 
iaeorporatcd. organised, managed and controlled or considered to bavc its seat. (b) wbere an Offtcc through 
which the pany is acting for purposes of Ibis Agreement is located, (e) in which the PartY executes Ibis 
Agreement and (d) in relation to any payment. from or through whicb such paymeat is made. 

"Schrdul•d PtJym<nt Datr"mcans a date on which a payment or delivery is to be made under Section 2(a)(i) 
witb respect to a Transaction. 

"Se~-off" means set-off. offset. combination of accounts. right of retention or withbolding or similar rigbt 
or requirement to which the payer of an amount under Section 6 is entilled or subject (wbether arising under 
this Agreement. another contraCt. applicable law or otherwise) that is exercised by, or imposed on, sucb 
payer. 

"S•ttl<m<lll A.mou111" means, with respect to a pany and any Early Termination Date, the swn of:-

Cal the Termination Currency Equivalent of the Market Quotations (wbelber positive or negative) for eacb 
Terminated Transacti(!n or group of Terminated Transacuons for wbich a Market Quotatioa is determined; 
and 

lbl sucb pany"s Loss (wbethcr posiuve or negative and without reference to any Unpaid Amounts) for 
eacb Tennmated Transaction or group or Term mated Transactions for wbich a Market ~uotation cannot be 
determined or would aot (in the reasonable belief of the pany making the de~ermination) produce a 
commercially reasonable resuiL 

"Spccifi•d Entiry" bas the meaning specified in the Scbedule. 
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"Speclft.ed Indebtedness" means, subject to tbc Scbcdu\c, any obligatioo. (wbetbcr present or future, 
contingent or otbcrwisc, as principal or surety or otbcrwisc) in respect of bOtTOwcd money. 

"Speclft.ed Tnrns...,tion" means, subjectiO tile Scbedulc, (a) any traiiSICtion (including an agreement witb respect 
tbcreto) now existing or bcreafter catered inco between one party to tbis Agreement (or any Credit Support 
Provider of sucb party or any applicable Specif1cd Entity of sucb party) and tbc otbcr party 10 tbis Agreement (or 
any Credit Support Provider of sucb otber party or any applicable Specified Entity of such otber party) which is 
a rate swap traDSaCtioa, basis swap, forward rare cransactioa, commodity swap. commodity option, equity or 
equity index swap. cquir:y or equity index option, bond option, interest rate option. foreign excbange transactioo, 
cap uansaction, floor cransactioa, collar cransactioa, currency swap lr.IDS8Ctioo, cross-currency rate swap 
transaction, currency option or any otber similar lrliDSactioo (including any option witb respect 10 any of lbesc 
uansactioos), (b) any combination of tbesc lr3DS8Ctioos and (c) any otber lrliDS8Ction identified as a Specified 
T r.msaction in this Agreement or !be relevant confumation. 

"SUJmp Ta.r" means any stam.p, regisuation, documentation or similar rax. 

"Ta.r"means any present or future rax,lcvy, impost. duty, charge. assessment or fee of any nature (including 
interest. penalties and additions tbereto) !bat is imposed by any JOvcrnment or otber raxing autbority iD 
respect of any payment under tbis Agreement otbcr tban a stamp. registration, documentatioo or similar taX. 

"Tcu £ .. nr bas tbe meaning specified in Section S(b). 

"T AZ EH•t Up"" M•rr"r" bas tbe meaning specified in Section S(b). 

"Terminated T rtuuactions" means wilb respect to any Early Termillation Date (a) if resulting from a 
Termination E. vent. all Affected Transactions and (b) if resulting from an E. vent of Default. all Transactions 
(in citbcr easel in effect immediately before tbeeffectivenessoftbe notice designating tbatE.arly Termmatioo 
Date (or, if· Automatic Early Tetmillation" applies, immediately before tbat Early Termination Date). 

"T erminatiDn Currency" bas tbe meaning spccifaed in tbe Scbedule. 

"Termination Currency EtJui.alent" means, in respect of any amount denominated in tbe Termmatioo 
Currency. sucb Termination Currency amount and. in respect of any amount denominated iDa currency otber 
tban tbc Termination Currency (tbe "Otber Currency"), tbe amount in tbe Termination Currency determined 
by tbe party malcing tbe relevant determmation as being required to purchase sucb amount of sucb Otber 
Currency as at tbe relevant Early Termination Date, or, if tbe relevant Market Quotation or L.oss (as tbe case 
may be), is determined as of a later date, tbat later'date, witb tbe Termination Cam:ncy at tbe rate equal 111 
tbc spot excbangc rate of tbe foreign exchange agent (selected as provided below) for tbe purchase of such 
Otber Currency witb tbe Termination Currency at or about 11:00 a.m. (in tbe city in wbicb sucb foreign 
excbange agent is located) on sucb date as would be customary for tbe determination of sucb a rate for tbe 
purcbase of such Otber Currency for value on tbe relevant Early Termination Date or tbat later date. lbe 
foreign excbange agent will. if only one party is obllged 10 make a determination under Section 6(e), be 
selected in good failb by tbat party and otberwise will be agree(\ by tbe panics. 

'7ermillatiDn E•ent'' means an Illegality, a Tax E. vent or a Tax E. vent Upon Merger 9r, if specified 10 be 
applicable, a Credit Event Upon Merger or an Additional Termmatioo Event. 

"TerminatiDn Ral6" means a rate per annum equal to tbe a.rttbmctic mean of tbe cost (witbout proof or 
evidena: of any actual cost) to cacb party (as cenifaed by sucb party) if it were 10 fund or or funding such 
amounts. 

"Unpaid A.mounu" owing 10 any party means. witb respect to an Early Termination Date, tbe aggregate of 
(a) in respect of all Terminated Traosactioas, tbc amounts tbat became payable (or tbat would bave become 
payable but for Section 2(a)(iii)) to sucb party under Section 2(a)(i) on or prior to such Early Terminatioo 
Date and wbicb remain unpaid as at sucb Early Termination Date and (b) in respect ·of eacb Tetmillllell 
Transaction, for eacb obligation under Section 2(a)(i) wbich was (or would bave been but for 
Section 2(a)(iii)) required Ill be settled by delivery 111 sucb party on or prior Ill sucb E.ar\y Termination Date 
and wbicb bas not been so setlled as at sucb Early Termination Date, an amouut equal to tbe fair manet 
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value of that which was (or would have beea) required 10 be deliv=d as or the oriliDally scheduled date 
for delivery, iD each case IOJether IIIith (to the exteDt permiaed uDder applicable Jaw) iDcerc.st, iD the cun=cy 
of such amouots, frDm (and iDcludiDg) the daie such amOUDts orobligatious were or would bave bceo required 
to have beeD paid or performed 10 (but excluding) such Early Termioation Date, at the Applicable Ra!c. Such 
amouDts of iDtercst lllill be calculated oo the basis of daily compouDdiog and the acwal Dumber of clays 
elapsed. Tbe fair market value of any obligatioD referred to iD clause (b) above shall be reasonably 
determiDed by the pa.n:y obliged 10 make the detcrmioalioD uDder SeclioD 6(e) or, If each pany is so obliged, 
it shall be the averaJe of the Tennillalioo CurreDcy EquivaleDts of the fair market values rcasoDably 
determiDed by both panics. 

IN WITNESS WHEREOF the panics bave executed this doc:ument oD the respective elates specifoed tJelow 
with effect from the date specified OD the forst page of this _documeD~ 

•• 0 • 0 • 0 •••• 0 • 0 •••• 0. 0 •••• 0. 0 ••••••••• 0 ••••• 

(Name of Pany) (Name of Pany) 

By: ......•.........•....•......••••........ By: •...••.•••••••••••••••.••..•...••••. 
Name: Name: 
Tule: Title: 
Date: Date: 

.• 
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SCHEDULE 
to the 

Master Agreement 
dated as of «as of date» 

between 
MORGAN GUARANTY TRUST COMPANY OF NEW YORK ("Party A"), 

a banking institution organized under the laws of 
the State ofNew York 

and 
THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM ("Party B "), 

the duly appointed governing body of The University of Texas System, a governmental 
agency of the State of Texas 

Part 1: Termination Provisions 

In this Agreement:-

(a) "Specified Entity" means in relation to Party A for the purpose of:-

Section 5fa)(v), Not applicable. 

Section 5fa)fvi), Not applicable .. 

Section Sfa)(vii), Not applicable. 

Section Sfb)(iv), Not applicable. 

and in relation to Party B for the purpose of:-

Section Sfa)(v), Not applicable. 

Section Sfa)fvi), Not applicable. 

Section Sfa)fvii), Not applicable. 

Section Sfblfiv), Not applicable. 

(b) Section S(a)(ii) is amended by adding "A" prior to the word "Failure" at the beginning of 
the subsection and adding the following at the end of the subsection following the word 
"party" but before the semicolon: "(B) failure by the party to comply with or perform any 
agreement or obligation under the Schedule or a Confirmation to deliver documents at 
execution of this Agreement of a Confirmation." 

(c) "Specified Transaction" will have the meaning specified m Section 14 of this 
Agreement. 

BAAC -215 



(d) The "Cross Default" provisions of Section 5(a)(vi) will apply to Party A and will apply 
to Party B. 

The following provisions apply:-

"Specified Indebtedness" will have the meaning specified in Section 14. 

"Threshold Amount" means, in relation to Party A, an amount equal to 3 percent of its 
total stockholders' equity, and in relation to Party B, an amount equal to 3 percent of its 
net asset value (in each case, as specified in the most recently published or available 
financial statements of the party). 

(e) The "Credit Event Upon Merger" provisions of Section S(b)(jv) will not apply to 
Party A and will apply to Party B. 

(f) The "Automatic Early Termination" provisions of Section 6(a) will apply to Party A 
and Party B. 

(g) Payments on Early Termination. For the purpose of Section 6(e) of this Agreement, 
Market Quotation and the First Method will apply. 

(h) "Termination Currency" means United States Dollars ("USD"). 

(i) Additional Termination Event will apply to the extent set forth in a Confirmation. 

Part 2: Agreement to Deliver Documents 

2 

For the purpose of Sections 41a)Cil and...fill of this Agreement, each 
party agrees to deliver the following documents, as applicable:-

Party required 
to deliver 
Section 
document 

Party A 

Party A 

Form/Document/ 

Certificate 

An opinion of counsel for 
Party A substantially in 
the form of Exhibit A 
to this Schedule. 

Promptly after 
execution of this 
Agreement. 

Covered 
Date by which by 

to be Delivered J(d) 

Yes 

An incumbency certificate 
with respect to the signatory 
of this Agreement. 

Upon execution of 
this Agreement. 

Yes 
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Pl\rt)' A 

Pl\rt)' B 

Pl\rt)' B 

Audited Annual Balance 
Sheet of Pl\rt)' A 

An opinion of counsel for 
Pl\rt)' B substantially in 
the form of Exhibit B 
to this Schedule. 

An incumbency certificate 
with respect to the signatory 
of this Agreement. 

After demand by Pl\rt)' 
B when copies are 
publicly available 

Promptly after 
execution of this 
Agreement. 

Upon execution of 
this Agreement. 

No 

Yes 

Yes 

Pl\rt)'B A certified copy of the Upon execution of Yes 

Pl\rt)' A and 
Party B 

resolution or resolutions (the this Agreement (unless an 
"Authorizing Resolution") Authorizing Resolution 
ofPl\rt)' B, has previously been 
furnished by Pl\rt)' B to 
certified by a secretary, Pl\rt)' A) and, with 
or an assistant secretary of respect to each 
Pl\rt)' B, pursuant to which Transaction not 
Pl\rt)' B is authorized to enter covered by a previously
into this Agreement and each furnished Authorizing 
Transaction entered Resolution, within five 
into under this Agreement. (5) Business Days of the 

The Credit Support 
Document specified in 
Part 3(f) of this Schedule. 

Trade Date. 

Upon execution of 
this Agreement. 

Part 3: Miscellaneous 

(a) Addresses for Notices. For the purpose of Section 12(a):-

Address for notices or communications to Pl\rt)' A:-

Address: Morgan Guaranty Trust Company of New York 
60 Wall Street 
New York, NY 10260 

Attention: 

Telephone No. 
Facsimile No: 

Global Swaps Unit 

(212) 483-2323 
(212) 648-5922 
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Address for notices or communications to Party B:-

Address: The Board of Regents of The University of Texas System 
201 West 71

h Street 
Austin, TX 78701 

Attention: 

Telephone No.: 
Facsimile No.: 

Office of Finance 

«cp _telephone» 
5 I 2-499-4367 

For all purposes. 

(b) Process Agent. For the purpose of Section 13(c):-

Party A appoints as its Process Agent 
Party B appoints as its Process Agent 

Not applicable. 
Not applicable. 

(c) Offices.. The provisions of Section I O(a) will apply to this Agreement. 

(d) Multibrancb Party. For the purpose of Section !O(c) of this Agreement:-

(e) 

(f) 

(g) 

(h) 

(i) 

(j) 

4 

Party A is a Multi branch Party and may act through its New York and London Offices. 

Party B is not a Multibranch Party. 

Calculation Agent. The Calculation Agent is Party A, unless otherwise specified in a 
Confirmation in relation to the relevant Transaction. 

Credit Support Document. Subject to the "Contingent Collateralization" provisions set 
forth in Part S(d) of this Schedule, the ISDA Credit Support Annex (New York Law, 
Security Interest Form) and supplementary "Paragraph 13 - Elections & Variables" 
thereto in the form of Exhibit C to this Schedule shall constitute a "Credit Support 
Document" in relation to each party, respectively, for all purposes of this Agreement. 

Credit Support Provider. Not Applicable. 

Governing Law. This Agreement will be governed by and construed in accordance with 
the laws of the State of Texas, except that Party A's rights, remedies and obligations 
hereunder shall be governed by and construed in accordance with the laws of the State of 
New York. 

Jurisdiction. Sections 13(b) and (d) will not apply to this Agreement. 

Netting of Payments. Subparagraph Cii) of Section 2(c) of this Agreement will not apply 
to any of the Transactions from the date of this Agreement. 
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(k) "Affiliate" will have the meaning specified in Section 14 of this Agreement. 

(I) "Covered Documents" means the Master Resolution including particularly the Eighth 
Supplemental Resolution to the Master Resolution adopted by Party B. 

(m) "Covered Documents Incorporation Date" means the date of this Agreement. 

(n) "Government Entity" means Party B. 

(o) "Section 9(e)(ii) shall read as follows: 

'A Confirmation may be executed and delivered in counterparts (including by facsimile 
transmission) or be created by an exchange of telexes or by an exchange of electronic 
messages on an electronic messaging system, which in each case will be sufficient for all 
purposes to evidence a binding supplement to this Agreement. The parties will specify 
therein or through another effective means that any such counterpart, telex or electronic 
message constitutes a Confirmation."' 

Part 4: Other Provisions 

Miscellaneous: 

(a) Country of Domicile. The country of domicile of Party A is the United States of 
America. The country of domicile of Party B is the United States of America. 

(b) Confirmation. Each Confirmation supplements, forms part of, and will be read and 
construed as one with, this Agreement. A form of Confirmation is set forth as Exhibit D 
hereto. 

(c) "Stockholders' Equity" means with respect to an entity, at any time, the sum at such 
time of (i) its capital stock (including preferred stock) outstanding, taken at par value, (ii) 
its capital surplus and (iii) its retained earnings, minus (iv) treasury stock, each to be · 
determined in accordance with generally accepted accounting principles; or as otherwise 
provided in its balance sheet. 

(d) Transfer. Section 7 of the Agreement is hereby modified by inserting the following after 
the word "party" but before the comma in the third line thereof: 

",provided, however, that such consent shall not be unreasonably withheld" 

(e) For purposes of Sections 2(d)(i)(4) and 3(f), any payee tax representation specified in a 
Confirmation under this Agreement shall be deemed to be specified in this Schedule. 

(f) Trial By Jury. Each party irrevocably waives any and all rights to trial by jury in any 
legal proceeding in connection with this Agreement or any Transaction. 
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(g) Accuracy of Specified Information. Section 3(d) is hereby amended by adding in the 
third line thereof after the word "respect" and before the period the words "or, in the case 
of audited or unaudited financial statements or balance sheets, a fair presentation of the 
fmancial condition of the relevant person". 

(h) Definitions. This Agreement, each Confirmation, and each Transaction are subject to the 
1991 ISDA Definitions (including 1998 Supplement) as published by the International 
Swaps and Derivatives Association, Inc. as amended, supplemented, updated, restated, 
and superseded from time to time (the "Definitions"), and will be governed in all respects 
by the Definitions (except that references to "Swap Transactions" in the Definitions will 
be deemed to be references to "Transactions"). The Definitions as so modified, are 
incorporated by reference in, and made part of, this Agreement and each Confirmation as 
if set forth in full in this Agreement and such Confirmations. Subject to Section l(b), in 
the event of any inconsistency between the provisions of this Agreement and the 
Definitions, this Agreement will prevail. Also, subject to Section 1 (b), in the event of 
any inconsistency between the provisions of any Confirmation and this Agreement, or the 
Definitions, such Confirmation will prevail for the purpose of the relevant Transaction. 

(i) Representations. Section 3 is hereby amended by adding the following additional 
Subsections: 
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(g) No Agency. It is entering into this Agreement and each 
Transaction as principal (and not as agent or in any other capacity, fiduciary or 
otherwise). 

(h) Eligible Swap Participant. It is an "eligible swap 
participant" as defined in the Part 35 Regulations of the U.S. Commodity 
Futures Trading Commission. 

(i) No Reliance. In connection with the negotiation of, the 
entering into, and the confirming of the execution of, this Agreement, any 
Credit Support Document to which it is a party, and each Transaction: (i) it 
has consulted with its own legal, regulatory, tax, business, investment, 
financial, and accounting advisors to the extent it has deemed necessary, and it 
has made its own investment, hedging, and trading decisions based upon its 
own judgment and upon any advice from such advisors as it has deemed 
necessary and not upon any view expressed by the other party (other than the 
representations of such other party expressly set forth in this Agreement and . 
the legal opinions delivered on behalf of such other party pursuant to this 
Agreement); (ii) it has determined that the rates, prices, or amounts and other 
terms of each Transaction and the indicative quotations (if any) provided by 
the other party reflect those in the relevant market for similar transactions, and 
all trading decisions have been the result of arm's length negotiations between 
the parties; and (iii) it is entering into this Agreement, such Credit Support 
Document, and such Transaction with a full understanding of all of the risks 
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PART 5: 

hereof and thereof (economic and otherwise), and it is capable of assuming 
and willing to assume (financially and otherwise) those risks. 

(j) Powers. It has the power to execute this Agreement and 
any other documentation relating to this Agreement to which it is a party, to 
deliver this Agreement and any other documentation relating to this Agreement 
that it is required by this Agreement to deliver and to perform its obligations 
under this Agreement and any obligations it has under any Credit Support 
Document to which it is a party and has taken all necessary action and made all 
necessary determinations and findings to authorize such execution, delivery and 
performance 

(k) Absence of Certain Events. No Event of Default or 
Potential Event of Default or, to its knowledge, Incipient Illegality (in the case 
of a Government Entity) or Termination Event with respect to it has occurred 
and is continuing and no such event or circumstance would occur as a result of 
its entering into or performing its obligations under this Agreement or any 
Credit Support Document to which it is a party. 

(1) Non-Speculation. This Agreement has been, and each 
Transaction hereunder will be (and, if applicable, has been), entered mto for 
purposes of managing its borrowings or investments and not for purposes of 
speculation but solely in connection with the financing activities activities of 
Party B, for the purpose of effectively hedging with respect to interest on all or 
a portion of certain of Party B's debt from a fixed rate to a floating rate, or from 
a floating rate to a fixed rate, and therefore optimizing the relative amounts of 
fixed and floating rate obligations or the risk of variations in its debt service 
costs, and by increasing the predictability of cash flow from earnings on 
invested funds and thereby improving Party B's ability to manage its funds and 
revenues. 

(m) Assets of Counterparty. No Affiliate or other person, firm, 
corporation, entity or association may liquidate, borrow, encumber or otherwise 
utilize the assets of Party B, other than as provided in the Master Resolution. 

(n) Organization. Party B is the governing body of the University 
System, a governmental agency of the State of Texas. 

Agreements 

(a) Source of Payments. Party B agrees that its obligations hereunder are, and until the 
termination of this Agreement pursuant to the terms hereof shall remain special obligations of Party B 
secured by and payable from a first lien on and pledge of Pledged Revenues. 

(b) Compliance with Covered Documents. The Government Entity will observe, perform 
and fulfill each provision in the Covered Documents applicable to such Government Entity in effect on 
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the Covered Documents Incorporation Date, as any of those prov1sions may be amended, 
supplemented or modified for purposes of this Agreement with the prior written consent of the other 
party hereto (the "Incorporated Provisions"), with the effect that such other party hereto will have the 
benefit of each of the Incorporated Provisions (including without limitation, covenants, right to 
consent to certain actions subject to consent under the Covered Documents and delivery of financial 
statements and other notices and information). In the event the Covered Documents ceases to be in 
effect prior to the termination of this Agreement, the Incorporated Provisions (other than those 
provisions requiring payments in respect of bonds, notes, warrants or other similar instruments issued 
under the Covered Documents) will remain in full force and effect for purposes of this Agreement as 
though set forth herein until such date on which all of the obligations of the Government Entity under 
this Agreement and any obligations of the Government Entity or any Credit Support Provider of the 
Government Entity under a Credit Support Document have been fully satisfied. The Incorporated 
Provisions are hereby incorporated by reference and made a part of this Agreement to the same extent 
as if such provisions were set forth herein. For purposes of this Agreement, the Incorporated 
Provisions shall be construed as though (i) all references therein to any party making loans, extensions 
of credit or financial accommodations thereunder or commitments therefor (the "Financings") were to 
the other party hereto and (ii) to the extent that such Incorporated Provisions are conditioned on or 
relate to the existence of such Financings or the Government Entity having any obligations in 
connection therewith, all references to such Financings or obligations were to the obligations of the 
Government Entity under this Agreement. Any amendment, supplement, modification or waiver of 
any of the Incorporated Provisions without the prior written consent of the other party hereto shall 
have no force and effect with respect to this Agreement. Any amendment, supplement or modification 
for which such consent is obtained shall be part of the Incorporated Provisions for purposes of this 
Agreement. 

(c) Defmitions. Section 12 of this Agreement is hereby amended to add the 
following definitions in their appropriate alphabetical order:-
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" 'Authorizing Law' means Chapter 55, Texas Education Code and Vernon's Annotated 
Texas Civil Statutes, Article 717q, as amended." 

" 'Bonds' means any bonds, notes, certificates or other indebtedness or securities 
identified in a Confirmation for a Transaction." 

" 'Code' means the Internal Revenue Code of 1986, as amended. 

" 'Consolidated Financilll Statements" means in respect of Party B, a copy of the annual 
report of Party B relating to the University System containing unaudited consolidated 
financial statements for Party B's fiscal year, prepared in accordance with the Texas 
Comptroller of Public Accounts Annual Financial Reporting Requirements and on a basis 
consistent with prior periods. 

" 'Covered Documents' has the meaning specified in Part 3(1) of the Schedule." 

" 'Covered Documents Incorporation Date' has the meaning specified in Part 3(m) of 
the Schedule." 
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" 'Default Rate' means a rate per annum determined in accordance with the Federal 
Funds Rate Option plus the Default Spread, using a rate reset daily; provided, however, 
that, with respect to amounts payable by Party B, the Default Rate shall not exceed the 
maximum rate allowed by law, as determined by Vernon's Annotated Texas Civil 
Statutes, Article 717k-2, as amended. 

" "Default Spread' means I% per annum. 

" 'Federal Funds Floating Rate Option' means for any given day, the rate set forth in 
H.15(519) for that day opposite caption "Federal Funds Rate (Effective)". If such rate is 
not yet published in H.15(519), the rate will be the rate set forth in Composite 3:30P.M. 
Quotations for U.S. Government Securities for that day under the caption "Federal 
Funds/Effective Rate." If on the Calculation Date the appropriate rate for that day is not 
yet published in either H.15(519) or Composite 3:30 P.M. Quotations for U.S. 
Government Securities, the rate for that day will be determined as if the parties had 
specified "Federal Funds (Reference Dealers)" as the applicable Floating Rate Option. 

" 'Government Entity' has the meaning specified in Part 3(n) of the Schedule." 

" 'Incipient fflega/ity' means (a) the enactment by any legislative body with competent 
jurisdiction over a Government Entity of legislation which, if adopted as law, would 
render unlawful (i) the performance by such Government Entity of any absolute or 
contingent obligation to make a payment or delivery or to receive a payment or delivery 
in respect of a Transaction or the compliance by such Government Entity with any other 
material provision of this Agreement relating to such Transaction or (ii) the performance 
by a Government Entity or a Credit Support Provider of such Government Entity of any 
contingent or other obligation which the Government Entity (or such Credit Support 
Provider) has under any Credit Support Document relating to such Transaction, (b) any 
assertion in any proceeding, forum or action by a Government Entity, in respect of such 
Government Entity or in respect of any entity located or organized under the laws of the 
state in which such Government Entity is located to the effect that performance under this 
Agreement or similar agreements is unlawful or (c) the occurrence with respect to a 
Government Entity or any Credit Support Provider of such Government Entity of any 
event that constitutes an Illegality." 

" 'Master Resolution' means the First Amended and Restated Master Resolution 
establishing The University of Texas System Revenue Financing System adopted by 
Party Bon February 14, 1991, as amended on October 8, 1993 and August 14, 1997 and 
each Supplemental Resolution thereto authorizing Parity Debt. 

" 'Parity Debt' means Parity Debt as defined in the Master Resolution. 

" 'Pledged Revenues' means Pledged Revenues as defined in the Master Resolution. 
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" 'System' means The University of Texas System Revenue Financing System 
established in the Master Resolution. 

" 'University System' means the University of Texas System. 

(d) Contingent Collateralization. The parties agree that if at any time the rating 
assigned to the long-term unsecured and unsubordinated indebtedness of either party should 
cease to be rated at least AA- or Aa3 (as determined by Standard & Poor's Corporation or 
Moody's Investor Services, Inc., respectively, whereby, in the case of incomparable ratings, the 
party shall have the benefit of the higher rating) or should the party cease to be rated by either 
agency, then the obligations of the relevant party under this Agreement shall be secured upon the 
terms of an ISDA Credit Support Annex (New York Law Security Interest form) (as published 
by the International Swaps and Derivatives Association, Inc., 1994) upon such terms as the 
parties may at such time agree and specify in a "Paragraph 1~ - Elections & Variables" 
supplement to the ISDA Credit Support Annex. 

(e) Scope of Agreement. Notwithstanding anything contained in the Agreement to the 
contrary, any transaction which may otherwise constitute a "Specified Transaction" for purposes 
of this Agreement which has been or will be entered into between the parties shall constitute a 
"Transaction" which is subject to, governed by, and construed in accordance with the terms of 
this Agreement, provided that no Confirmation with respect to any Transaction entered into after 
the execution of this Agreement shall indicate otherwise. 

(f) Setoff. Without limiting the rights of set-off otherwise available by operation of law, 
the parties agree to hereby incorporate by reference the "Basic Set-off Provision" set forth in 
Section V(A) of the ISDA User's Guide (as published by the International Swaps and 
Derivatives Association, Inc., 1993). 

(g) Inapplicable Provisions. The parties agree that Sections 3(e) and (f), Sections 
S(b)(ii) and (iii), and Section 6(b)(ii) of the Agreement shall not apply. 

The parties executing this Schedule have executed the Master Agreement and have 
agreed as to the contents of this Schedule. 
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MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK 

By: ___________ _ 

Name: 
Title 
Date: 
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THE BOARD OF REGENTS OF 
THE UNIVERSITY OF TEXAS SYSTEM 

By: Nrun_e_: ____________________ __ 

Title 
Date: 
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EXHIBIT A to Schedule 

[Form of Opinion of Counsel for 
MORGAN GUARANTY TRUST COMPANY OF NEW YORK.] 

[Date] 

[Addressed to Party B] 

Dear Ladies/Gentlemen: 

This opinion is furnished to you in connection with the ISDA Master Agreement between 
Morgan Guaranty Trust Company of New York ("Party A") and [Counterparty] (the "Party 
B") dated as of [date] (the" Agreement"). Terms defmed in the Agreement and used but not 
defined herein have the meanings given to them in the Agreement. 

I am Vice President and Assistant General Counsel of Morgan and have represented 
Morgan in connection with the Agreement and the transactions contemplated thereby. In 
connection with the delivery of this opinion, I have examined (a) executed copies of the 
Agreement and (b) copies, certified or otherwise identified to my satisfaction, of such 
documents, corporate records, certificates of public officials and other instruments, and have 
conducted such investigation of fact and law, as I have deemed necessary or appropriate for the 
opinions expressed herein. In rendering the opinions expressed below, I have assumed the due 
authorization, execution and delivery of the Agreement by each of the parties thereto other 
than Morgan and I have assumed and have not verified that the signatures (other than 
signatures of officers of Morgan) on all documents that I have examined are genuine. 

Based on the foregoing, I am of the opinion that: 

(1) Morgan is a banking corporation, duly organized, validly existing and in good standing 
under the laws of the State of New York. 

(2) Morgan bas full corporate power and authority to execute and deliver the Agreement and 
to perform its obligations thereunder and the Agreement bas been duly authorized, executed 
and delivered by Morgan. 

(3) No consents, authorizations or approvals are required for the execution and delivery by 
Morgan of the Agreement and the performance of its obligations thereunder, and no other 
action by, and no notice to or filing with, any governmental authority or regulatory body is 
required for such execution, delivery or performance. 
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(4) The execution, delivery and performance by Morgan of the Agreement do not and will 
not contravene any law or governmental regulation or order presently binding on Morgan or its 
articles of incorporation or bylaws or contravene any provision of or constitute a default under 
any indenture, contract or other instrument to which Morgan is a party or by which Morgan is 
bound. 

(5) The Agreement constitutes the legal, valid and binding obligation of Morgan enforceable 
in accordance with its terms (except as enforcement thereof may be limited by bankruptcy, 
reorganization, insolvency, moratorium or other laws affecting the enforcement of creditors' 
rights generally and by general equitable principles). 

With respect to clause (5) above, I express no opinion regarding the legality, validity, 
binding effect or enforceability of Section 6( e) of the Agreement insofar as it purports to 
obligate a party, on termination of the Agreement, to pay an amount in excess of that measured 
by the lowest quotation from a Reference Market-maker. In addition, in connection with any 
such Early Termination on the grounds of default, a court might limit the non~efaulting 
party's recovery to its actual damages in the circumstances, imposing its own settlement 
procedures in lieu of the provisions of Section 6(e) of the Agreement. 

I am a member of the bar of the State of New York and the opinions expressed herein 
are limited to the laws of the State of New York and the Federal laws of the United States of 
America. 

I am furnishing this letter to you in my capacity as Counsel for Morgan and this opinion 
may not be relied upon by or furnished to any other person without my prior written consent. 

Very truly yours, 
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EXHIBIT B to Schedule 

[Form of Opinion of Counsel for PARTY B] 
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EXHIBIT C to Schedule 

"Paragraph 13- Elections & Variables" 
to the 

lSD A CREDIT SUPPORT ANNEX 
to the Schedule to the 

ISDA Master Agreement 

dated as of ____ _ 

Morgan Guaranty Trust 
Company of New York 
("Party A" 

between 

and The Board of Regents of the 
University of Texas System 
("Party B ") 

The terms of this ISDA Credit Support Annex is subject to the "Contingent 
Collateralization" provision set forth in Part 5( d) of the Schedule to the Agreement. 

Paragraph 13. Elections and Variables 
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(a) Security Interest for "Obligations". The term "Obligations" as used in this Annex includes 
no additional obligations. 

(b) Credit Support Obligations. 

(i) "Delivery Amount," "Return Amount," and "Credit Support Amount". 

(A) "Delivery Amount" will have the meaning specified in Paragraph 3(a). 

(B) "Return Amount" will have the meaning specified in Paragraph 3(b ). 

(C) "Credit Support Amount" will have the meaning specified in Paragraph 3(b ). 

(ii) Eligible Collateral. The following items will qualify as "Eligible Collateral" in 
relation to each party as Pledgor (as indicated by an "[X]") subject to the Valuation 
Percentages specified below (except that the Valuation Percentage shall be I 00% as 
applicable to all Eligible Collateral for any Valuation Date which is an Early 
Termination Date under the Agreement). 
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(A) 

(B) 

Cash 

Negotiable debt obligations issued by the U.S. Treasury 
Department having an original maturity at issuance of not more 
than one year ("Treasury Bills") 

(C) Negotiable debt obligations issued by the U.S. Treasury 
Department having an original maturity at issuance of more 
than one year but not more than ten years ("Treasury Notes") 

(D) 

(E) 

negotiable debt obligations issued by the U.S. Treasury 
Department having an original maturity at issuance of more 
then ten years ("Treasury Bonds") 

Other: Agency Securities having an original maturity at 
issuance of not more than ten years. 

Agency Securities having an original maturity at issuance of 
more than ten years. 

16 

"Valuation 
Percentage" 

[100]% 

[98]% 

[95]% 

[95]% 

[98]% 

[95]% 

As used herein, "Agency Securities" means negotiable debt obligations which are fully 
guaranteed as to both principal and interest by the Federal National Mortgage 
Association, the Government National Mortgage Corporation or the Federal Home 
Loan Mortgage Corporation, but excluding (i) interest only and principal only securities 
and (ii) Collateralized Mortgage Obligations, Real Estate Mortgage Investment 
Conduits and similar derivative securities. 

(iii) Other Eligible Support. There shall be no "Other Eligible Support" in relation to 
either party for purposes of this Annex. 

(iv) Thresholds. 

(A) "Independent Amount" shall not apply for purposes of this Annex, unless 
specified in a Confirmation. 

(B) "Threshold" means $0. 

(C) "Minimum Transfer Amount" means $100,000, provided, however, that if an 
Event of Default has occurred and is continuing with respect to a party, the 
Minimum Transfer Amount with respect to such party shall be $0. 
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(D) Rounding. The Delivery Amount and the Return Amount will be rounded up 
and down respectively to the nearest integral multiple of $10,000. 

(c) Valuation and Timing. 

(i) "Valuation Agent" means the party making the demand under Paragraph 3, unless 
there has occurred and is continuing any Event of Default, Potential Event of Default or 
Termination Event with respect to such party, in such case the other party shall be the 
Valuation Agent. 

(ii) "Valuation Date" means any Local Business Day. 

(iii) "Valuation Time" means the close of business in the city of the Valuation Agent on 
the Valuation Date or date of calculation, as applicable; provided that the calculations 
of Value and. Exposure will be made as of approximately the same time on the same 
date. 

(iv) "Notification Time" means by 1:00 p.m., New York time, on a Local Business Day. 

(d) Conditions Precedent. An Illegality (as defined in the Agreement) (if such party is the 
Affected Party with respect to such Termination Event) will be a "Specified Condition 

(e) Substitution. 

(i) "Substitution Date" has the meaning specified in Paragraph 4(d)(ii). 

(ii) Consent. Not Applicable. 

(f) Dispute Resolution. 

(i). "Resolution Time" means 1:00 p.m., New York time, on the Local Business Day 
following the date on which notice is given that gives rise to a dispute under Paragraph 
5. 

(ii) Value. For the purpose of Paragraphs S(i)(C) and S(ii), the Value of Posted Credit 
Support other than Cash will be calculated as follows: 

Treasury Bills, Treasury Notes, Treasury Bonds or Agency Securities (referred to 
herein as "Government Obligations"), shall have the value of the sum of (I) (x) the 
mean of the high bid and low asked prices quoted on such date by any principal market 
maker for such Government Obligations chosen by the Disputing Party, or (y) if no 
quotations are available from a principal market maker for such date, the mean of such 
high bid and low asked prices as of the day, next preceding such date, on which such 
quotations were available, plus (II) the accrued interest on such Government 
Obligations (except to the extent Transferred to a party pursuant to any applicable 
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provision of this Agreement or included in the applicable price referred to in (I) of this 
clause (A)) as of such date. 

(iii) The provisions of Paragraph 5(i) will apply 

(g) Holding and Using Posted Collateral. 

(i) Eligibility to Hold Posted Collateral; Custodians. Morgan will be entitled to hold 
Posted Collateral itself or by a Custodian pursuant to Paragraph 6(b ), provided that the 
following conditions applicable to it are satisfied: 

(A) Morgan is not a Defaulting Party. 

(B) The Custodian is a Bank (as defined in the Federal Deposit Insurance Act) 
whose Long Term Debt Rating (meaning, the rating assigned by either Standard 
& Poor's Ratings Group ("S&P") or Moody's Investor Services, Inc. 
("Moody's"), respectively, to its long term, unsecured and unsubordinated 
indebtedness) is at least BBB+/Baa 1. 

The Counterparty will be entitled to hold Posted Collateral itself or by a Custodian 
pursuant to Paragraph 6(b), provided that the following conditions applicable to it are 
satisfied: 

(A) The Counterparty is not a Defaulting Party. 

(B) The Custodian is a Bank (as defined in the Federal Deposit Insurance Act) 
whose Long Term Debt Rating (meaning, the rating assigned by either Standard 
& Poor's Ratings Group ("S&P") or Moody's Investor Services, Inc. 
("Moody's"), respectively, to its long term, unsecured and unsubordinated 
indebtedness) is at least BBB+/Baal. · 

(ii) Use of Posted Collateral. The provisions of Paragraph 6(c) will not apply to Morgan 
or the Counterparty. 

(h) Distributions and Interest Amount. 

(i) Interest Rate. Not Applicable. 

(ii) Transfer oflnterest Amount. Not Applicable. 

(iii) Alternative to Interest Amount. The provisions of Paragraph 6(d)(ii) will apply. 

(i) Additional Representations. 

None. 
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(j) Other Eligible Support and Other Posted Support. 

(i) "Value" shall have no meaning in relation to either party with respect to Other Eligible 
Support and Other Posted Support. 

(ii) "Transfer" shall have no meaning in relation to either party with respect to Other 
Eligible Support and Other Posted Support. 

(k) Demands and Notices; Addresses for Transfers .. 

All demands, specifications and notices made by a party to this Annex will be made pursuant 
to the Notices Section of this Agreement, unless otherwise specified here: · 

In relation to Party A: 

Morgan Guaranty Trust Company of New York 
Collateral Operations Department 
36th Floor 
60 Wall Street 
New York, N.Y. 10260-0060 
Attention: Susan McGillion 
Telephone: (212) 648 4603] 

In relation to Party B: 

Board of Regents of the University of Texas System 

Attention:=-----------
Telephone No.:---------
Fax No.:-------------

(1) Other Provisions. 

The provisions of this ISDA Credit Support Annex are subject to the "Contingent 
Collateralization" provision set forth in Part S(d) of the Schedule to the Agreement. 
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Please confirm your agreement to the terms of the foregoing "Paragraph 13 - Elections & 
Variables" supplement to the ISDA Credit Support Annex (New York Law, Security Interest Form) by 
signing below. 

20 

MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK 

By: ___________ _ 

Name: 
Title 
Date: 

THE BOARD OF REGENTS OF 
THE UNIVERSITY OF TEXAS SYSTEM 

By: Nam_e_: _____________________ ___ 

Title: 
Date: 
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JPMorgan 

Swap Transaction 

Date: TBD 

The purpose of this Jetter agreement is to conf1m1 the terms and conditions of the Transaction entered 
into between: 

MORGAN GUARANTY TRUST COMPANY OF NEW YORK 

and 

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM 

on the Trade Date and identified by the Morgan Deal Number specified below (the 'Transaction'). This 
letter agreement constitutes a 'Confumation' as referred to in the ISDA Master Agreement specified 
below. 

The definitions and provisions contained in the 1991 ISDA Definitions subjectto the 1998 ISDA 
Supplement (as published by the International Swap Dealers Association, Inc.) are incorporated into 
this Conf1m1ation. In the event of any inconsistency between those definitions and provisions and this 
Conf1m1ation, this Confirmation will govern. 

This Conf1m1ation represents an amendment and restatement of any prior documents or other 
coniuming communications between the parties with respect to the Transaction. 

Morgan Guaranty Trust Company of New York is, together with other United Kingdom listed 
institutions, subject to the Bank of England's Code of Conduct. In connection therewith, this and 
certain future wholesale money market transactions will be outside the Financial Services Act, but you 
will have the benefit of the Code of Conduct. 

I. This Conf1m1ation supplements, forms part of, and is subject to, the ISDA Master Agreement dated 
as of [TBD], as amended and supplemented from time to time (the 'Agreemenr), between MORGAN 
GUARANTY TRUST COMPANY OF NEW YORK ('Morgan') and BOARD OF REGENTS OF THE 
UNNERSITY OF TEXAS SYSTEM (the 'Counterparty'). All provisions contained in the Agreement 
govern this Conf1m1ation except as expressly modified below. 

2. The terms of the particular Transaction to which this Conf1m1ation relates are as follows: 

Morgan Deal Number: 

Trade Date: 

Effective Date: 

Termination Date: 

BAAC -235 

TBD 

(TBD), subject to adjustment in accordance with 
the Modifted Fallowing Business Day 
Convention 

(TBD), subject to adjustment in accordance with 
the Modified Following Business Day 
Convention 
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Unwind Provision. 

Fixed Amounts: 

Fixed Rate Payer: 

Notional Amount: 

Fixed Rate Payer Payment Dates: 

Fixed Rate: 

Fixed Rate Day Count Fraction: 

Floating Amonnts: 

Floating Rate Payer: 

Floating Rate Payer Payment Dates: 

JPMorgan 

The parties acknowledge that the Counterparty 
may request the termination of this Transaction at 
any time prior to its stated maturity where an 
Event of Default or Termination Event has not 
occurred in relation to either party under the 
Agreement, where for such purposes, Morgan 
will provide the Counterparty with a quotation 
determined by Morgan in lis sole discrenon at 
which it would agree to terminate the 
Transaction, which the Counterparty may accept 
or reject in its discretion. 

Counterparty 

(TBD) (Amortizing per Attachment A) 

Each (TBD) up to, and including, the Termination 
Date, subject to adjusbnent in accordance with 
the Modified Following Business Day 
Convention and there will be an adjusbnent to the 
Calculation Period. 

mD 

30/360 

Morgan 

Each (TBD) up to, and including, the Termination 
Date, subject to adjusbnent in accordance with 

BAAC -236 

the Modified Following Business Day 
Convention and there will be an adjusbnent to the 
Calculation Period. 
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Floating Rate ("Actual Rate"): 

Alternative Floating Rate 

Designated Maturity: 

Spread: 

Floating Rate Day Count Fraction: 

BAAC- 237 

JPMorgan 

Actual Rate on the Bonds remarketed by (TBD), 
as Remarketing Agent (the "Remarketmg Agent") 
provided, however, that if an Alternative Index 
Event has occurred, Morgan shall have the right 
upon notice to Counterpa.rty to convert the 
Floating Rate to the Alternative Floating Rate 
plus 0.0% (0 basis points), such conversion to be 
effective as of the date on which such Alternative 
Index Event occurred. Morgan's exercise of this 
nght shall not preclude the Floating Rate from 
converting or reconverting the Floating Rate at 
any nme from the Alternative Floating Rate plus 
0.0% to the Actual Rate upon direction by the 
Counterparty if the Alternative Index Event 
ceases at any time thereafter. In such case, 
Morgan shall continue to have the right to convert 
the Floating Rate to the Alternative Floating Rate 
again in the event an Alternative Index Event 
occurs. The Counterparty shall give or cause to 
be given to Morgan written notice of the (i) 
amount of interest to accrue on the Bonds during 
eacb Calculation Period to Morgan promptly 
following the Remarketing Agent's determination 
of the interest rate to accrue on the Bonds for the 
balance of the Calculation Period and (ii) the 
Floating Rate promptly following each 
detemtination thereof. 

Municipal Swap Index, as defmed below: 

''Municipal Swap Index" means The Bond 
Market Association Municipal Swap Index TM 
(formerly, the PSA Municipal Swap IndexTM), as 
defmed in the ISDA 1992 Municipal 
Counterparties Definitions (the "1992 
Definitions"); provided, however, that if The 
Bond Market Association Municipal Swap 
Index TM is no longer available, the Municipal 
Swap Index shall be deemed to be the Kenny 
Index TM (as deflned in the 1992 Definitions), and 
provided, further, however, that if the Kenny 
Index TM is no longer available, Morgan, in 
consultation with the Counterparty, will select or 
calculate a comparable index (which comparable 
index shall reflect taxable bond rates in the event 
a legislative or regolatory change has the effect of 
eliminating tax-exempt bonds) which shall be 
deemed to be the Municipal Swap Index. 

I Week 

N/A 

Actual! Actual 
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RefJxDay: 

Method of Averaging 

Compounding: 

Alternative Index Events 

JPMorgan 

Weekly on each Tuesday for value Wednesday m 
the case of the Actual Rate aod Weekly on each 
Wednesday for value Thursday in the case of the 
Alternative Floating Rate. 

Daily Weighted Average 

Inapplicable 

The occurrence of aoy of the following shall 
constitute an "Alternative Index Event" 

a. The credit rating on the Bonds (not 
Counterpany's general obligation credit rating) is 
below or falls below either AA- by Staodard aod 
Poor's ("S&P") or Aa3 by Moody's Investors 
Service ("Moody's") or such rating is withdrawn. 

b. The rating assigned to the Counterparty's 
unenhanced senior obligations is withdrawn, is 
below or falls below BBB+ by S&P or Baa I by 
Moody's. 
c. The Bonds are Board-held Bonds. 

d. An Event of Default or Termination Event 
shall have occurred with respect to the 
Counterparty under the Agreement or the Bonds, 
aod is continuing after aoy applicable grace 
period bas elapsed. 

e. The Counterparty bas not replaced the 
Remarketing Agent( s) with respect to the Bonds 
within 45 days after being requested to do so by 
Morgao. 

f. The interest on the Bonds is subject to either 
United States or Texas income tax, or legislation 
is introduced which would make the Bonds 
subject to either United States or Texas income 
tax, and such action in the reasonable opinion of 
Morgan in consultation with the Counterparty bas 
materially impacted the trading performance of 
the Bonds. 

g. The aggregate outstaoding principal amount 
of the Bonds in a Weekly Mode is less thao 
$10,000,000. 

i. The Bonds are not in a Weekly Mode. 
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Notice of Alternative Index Events 

Mode Change Request 

Payment Business Day Locations for 
Counterparty: 

Payment Business Day Locations for Morgan: 

Payments will be: 

JPMorgan 

Upon the occurrence of an Alternative Index 
Event, the Counterparty will, promptly upon 
becoming aware of the same, notify Morgan 
thereof, specifying the nature of such event. 

The Counterparty will also give such other 
information to Morgan with regard to such event 
as Morgan may reasonably request. 

The Counterparty agrees to give notice to Morgan 
of any Mode Change no less than fifteen ( 15) 
Business Days prior to the occurrence thereof but 
in no event later than notice thereof is given to 
Bondholders. 

A written notice from Morgan to the 
' Counterparty requesting the Counterparty to 

change the Mode on the Bonds to a Weekly Mode 
or a Daily Mode in each case as specified by 
Morgan in the relevant Mode Change Request. 

It is agreed in connection with the foregoing that: 

(i) Morgan shall not be entitled to deliver more 
than four Mode Change Requests in any 
calendar year; and 

(ii) Morgan shall bear any up front costs and 
expenses associated with any changes in the 
Mode of the Bonds and the Counterparty shall 
retain any reduction or increase in ongoing fees, 
costs, or expenses associated with the ongoing 
remarketing of the Bonds after a Mode Change 
Request 

London, New York 

London, New York 

Net 
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JPMorgan 

3. Account Details 

Payments to Morgan: 

Account for payments in USD: Morgan Guaranty Trust Co of New York 
23 Wall St 
New York 

Favour: Morgan Guaranty Trust Co of New York -
London Office 

ABA/Bank No.: 
Account No.: 670 07 054 
Reference: Further Credit to Swaps Group Account: 

10005035 
Please send MT 100 cover cable to MGT London 

Payments to Counterparty: 

Account for payments in USD: 

Favour: 
ABA/Bank No.: 
Account No.: 
Reference: 

4. Offices 

(a) The Office of Morgan for tbe Swap Transaction is LONDON; and 
(b) The Office oftbe Counterparty for tbe Swap Transaction is TBD .. 

All enquiries regarding payments and/or rate resettings only should be sent to: 

Morgan Guaranty Trust Company of New York 
60 Victoria Embankment 
London. EC4Y OJP 

Attention: 
Telephone: 
Facsimile: 
Telex: 
Cable: 

Derivatives Processing Center 
011 44 171 325 3783 
011 44 171 325 7400 
896631 MGTG 
Morganbank 

Please quote tbe Morgan Deal Number indicated above. 

All enquiries regarding confirmations should be sent to: 

Morgan Guaranty Trust Company of New York 
60 Wall Street 
New York, New York 10260 

Attention: 

Telephone: 
Facsimile: 

Amy Harris 

1-212-648-3510 
1-212-648-5117 

Please quote the Morgan Deal Number indicated above. 

BAAC -240 
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JPMorgan 

JP MORGAN SECURITIES IN CORPORA TED is acting solely as agent for Morgan and will have no 
obligations under this Transaction. 

Each party represents that (i) it is entering into the transaction evidenced hereby as principal (and not 
as agent or in any other capacity); (ii) the other party is not acting as a fiduciary for it; (iii) it is not 
relying upon any representations except those expressly set forth in the Agreement or this 
Confirmation; (iv) it has consulted with its own legal, regulatory, tax, business, investment, financial, 
and accounting advisors to the extent it has deemed necessary, and it has made its own investment, 
hedging, and trading decisions based upon its own judgment and upon any advice from such advisors 
as it has deemed necessary and not upon any view expressed by the other party; and (v) it is entering 
into this transaction with a full understanding of the terms, conditions and risks thereof and it is 
capable of and willing to assume those risks. 

Please coof"um that the foregoing correctly sets forth the terms of our agreement by executing a copy 
of tbis Confirmation and returning it to us or by sending to us a letter, telex or facsimile substantially 
simi\u 10 1his leaa, wiDI:b leam, telex or facsimile sets forth the material terms of the Transaction to 
wbicll this Confumolioa telaJa :md indicates ag~eemmt to those terms. When referring to this 
Coof"umation, please indicate: Morgan Deal Number: TBD. 

Confumed as of the 
date first above written: 

Yoms sincerely, 

JP MORGAN SECURITIES INCORPORATED, 
as Agent for and signing on behalf of: 

MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK 

By: 
Name: 
Title: 

BOARD OF REGENTS OF TilE UNIVERSITY OF TEXAS SYSTEM 

By: Nam--e: ______________ _ 

Title: 

BAAC -242 
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Exhibit A- Notional Amount 

From and 
Including 

To but 
Excluding 
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Notional 
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JPMorgan 

Swap Transaction 

Date: TBD 

The purpose of this letter agreement is to confirm the terms and conditions of the Transaction entered 
into between: 

MORGAN GUARANTY TRUST COMPANY OF NEW YORK 

and 

BOARD OF REGENTS OF TilE UNIVERSITY OF TEXAS SYSTEM 

on the Trade Date and identified by the Morgan Deal Number specified below (the 'Transaction'). 1bis 
letter agreement constitutes a 'Confirmation' as referred to in the ISDA Master Agreement specified 
below. 

The definitions and provisions contained in the 1991 ISDA Definitions subjectto the 1998 ISDA 
Supplement (as published by the International Swap Dealers Association, Inc.) are incorporated into 
this Confirmation. In the event of any inconsistency between those definitions and provisions and this 
Confmnation, this Confirmation will govern. 

1bis Confmnation represents an amendment and restatement of any prior documents or other 
confm:ning communications between the parties with respect to the Transaction. 

Morgan Guaranty Trust Company of New York is, together with other United Kingdom listed 
institutions, subject to the Bank of England's Code of Conduct. In connection therewith, this and 
certain future wholesale money market transactions will be outside the Financial Services Act, but you 
will have the benefit of the Code of Conduct. 

I. This Conftrrnalion supplements, forms part of, and is subject to, the ISDA Master Agreement dated 
as of [TBD]. as amended and supplemented from time to time (the 'Agreement), between MORGAN 
GlJARANTI' TRUST COMPANY OF NEW YORK ('Morgan') and BOARD OF REGENTS OF TilE 
UNIVERSITY OF TEXAS SYSTEM (the 'Counterparty'). All provisions contained in the Agreement 
govern this Confirmation except as expressly modifted below. 

2. The terms of the particular Transaction to which this Confmnation relates are as follows: 

Morgan Deal Number: 

Trade Date: 

Effective Date: 

Termination Date: 

TBD 

TBD, subject to adjustment in accordance with 
the Modifted Following Business Day 
Convention 

BAAC -244 

TBD, subject to adjustment in accordance with 
the Modified Following Business Day 
Convention 
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Unwind Provision. 

Fixed Amounts: 

Fixed Rate Payer: 

Notional Amount: 

Fixed Rate Payer Payment Dates: 

Fixed Rate: 

Fixed Rate Day Count Fraction: 

Floating Amounts: 

Floating Rate Payer: 

Notional Amount: 

Floating Rate Payer Payment Dates: 

Floating Rate Option: 

Designated Maturity: 

Spread: 

Floating Rate Day Couot Fraction: 

Reset Dates: 

Compouoding: 

Method of Averaging: 

BAAC -245 

JPMorgan 

The parties acknowledge that the Couoterparty 
may request the terminatJ.on of this Transaction at 
any time prior to its stated maturity where an 
Event of Default or Term.ination Event has not 
occurred in relation to either party under the 
Agreement, where for such purposes, Morgan 
will provide the Couoterparty with a quotation 
determined by Morgan in its sole discretion at 
which it would agree to terminate the 
Transaction, which the Couoterparty may accept 
or reject in its discretion. 

Couoterparty 

TBD (Amortizing per Attachment A) 

Each (TBD) up to, and including, the Termination 
Date, subject to adjustment in accordance with 
the Modified Fallowing Business Day 
Convention and there will be an adjustment to the 
Calculation Period. 

TBD 

30/360 

Morgan 

TBD (Amortizing per Attachment A) 

Each (TBD) up to, and including, the Termination 
Date, subject to adjustment in accordance with 
the Modified Following Business Day 
Convention and there will be an adjustment to the 
Calculation Period. 

Municipal Swap Index (as defined below) 

1 Week 

None 

ActuaVActual 

Weekly on each Wednesday for value Thursday 

Inapplicable 

Daily Weighted Average 
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JPMorgan 

Municipal Swap Index Defmii!On: 

"Municipal Swap Index" mea:ns the BMA Municipal Swap Index TM (formerly, the PSA Municipal 

Swap Index TM ), as defined in the ISDA 1992 Municipal Counterparties Definitions (the "1992 

Definitions"); provided, however, that if the BMA Municipal Swap Index TM is no longer available, 

\be Municipal Swap Index shall be deemed to be the Kenny Index ™ (as defined in the 1992 

Definitions), and provuied, furthe.r, however, that if the Kenny Index TM is no longer available, 
Morgan, in consultation with the Counterparty, will select or calculate a comparable index (which 
comparable index shall reflect taxable bond rates in the event a legislative or regulatory change has the 
effect of eliminanng tax-exempt bonds) which shall be deemed to be the Municipal Swap Index. 

Payment Business Day Locations for 
Counterparty: 

Payment Business Day Locations for Morgan: 

Payments will be: 

3. Account Details 

Payments to Morgan: 

Account for payments in USD: 

Favour: 

ABNBank No.: 
Account No.: 
Reference: 

Payments to Counterparty: 

Account for payments in USD: 

Favour: 
ABNBank No.: 
Account No.: 
Reference: 

4. Offices 

London, New York 

London, New York 

Net 

Morgan Guaranty Trust Co of New York 
23 Wall St 
New York 
Morgan Guaranty Trust Co of New York
London Office 

67007 054 
Further Credit to Swaps Group Account: 
10005035 
Please send MT 100 cover cable to MGT London 

(a) The Office of Morgan for the Swap Tra:nsaction is LONDON; and 
(b) The Office of the Counterparty for the Swap Tra:nsaction is TBD .. 

All enquiries regarding payments andlor rate resettings only should be sent to: 

Morgan Guaranty Trust Company of New York 
60 Victoria Embankment 
London. EC4Y OJP 

BAAC -246 
Paoe 3 of 6 



Attention: 
Telephone: 
Facsimile: 
Telex: 
Cable: 

Derivatives Processing Center 
011 44 171 325 3783 
01144171325 7400 
896631 MGTG 
Morganbank 

Please quote the Morgan Deal Number indicated above. 

All enquiries regarding confirmations should be sent to: 

Morgan Guaranty Trust Company of New York 
60 WaU Street 
New York, New York 10260 

Attention: 

Telephone: 
Facsimile: 

Amy Harris 

1-212-648-3510 
1-212-648-5117 

Please quote the Morgan Deal Number indicated above. 

BAAC -247 

JPMorgan 
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JPMorgan 

JP MORGAN SECURITIES IN CORPORA TED is acting solely as agent for Morgan and will have no 
obligations under this Transaction. 

Each party represents that (i) it is entering into the transaction evidenced hereby as principal (and not 
as agent or m any other capacity); (ii) the other party is not acting as a fiduciary for it; (iii) it is not 
relying upon any representations except those expressly set forth in the Agreement or this 
Confirmation; (iv) it has consulted with its own legal, regulatory, tax, business, investment, fmancial, 
and accounting advisors to the extent it has deemed necessary, and 1t has made its own investment, 
hedging, and trading decisions based upon its O'WD. judgment and upon any advice from such advisors 
as it has deemed necessary and not upon any view expressed by the other party; and (v) it is entering 
into this transaction wtth a full understanding of the terms, conditions and risks thereof and tt lS 

capable of and willing to assume those risks. 

Please confirm that the foregoing correctly sets forth the terms of our agreement by executing a copy 
of this Confrrmation and returning it to us or by sending to us a letter, telex or facsimile substantially 
similar to this letter, which Jetter, telex or facsimile sets forth the material terms of the Transaction to 
which this ConfliiD3tion relates and indicates agreement to those terms. When referring to this 
Confinnarion, please indicate: Morgan Deal Number: TBD. 

Confumed as of the 
date first above written: 

Yours sincerely, 

JP MORGAN SECURITIES INCORPORATED, 
as Agent for and siguing on behalf of: 

MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK 

By: 
Name: 
Title: 

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM 

By: 
Naro--e:----------------

Title: 

Pa•e 5 of6 
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Exhibit A- Notional Amount 

From and 
Including 

To but 
Excluding 
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JPMorgan 

Notional 
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JPMorgan 

Swap Transaction 

Date: TBD 

The purpose of this letter agreement is to confirm the terms and conditions of the Transaction entered 
into between: 

MORGAN GUARANTY TRUST COMPANY OF NEW YORK 

and 

BOARD OF REGENTS OF THE UNNERSITY OF TEXAS SYSTEM 

on the Trade Date and identified by the Morgan Deal Number specified below (the 'Transaction'). This 
letter agreement constitutes a •confirmation• as referred to in the ISDA Master Agreement specified 
below. 

The definitions and provisions contained in the 1991 ISDA Definitions subject to the 1998 lSD A 
Supplement (as published by the International Swap Dealers Association, Inc.) are incorporated into 
this Confmnation. In the event of any inconsistency between those definitions and provisions and this 
Confmnation, this Confmnation will govern. 

This Confmnation represents an amendment and restatement of any prior documents or other 
confuming communications between the parties With respect to the Transaction. 

Morgan Guaranty Trust Company of New York is, together with other United Kingdom listed 
institutions, subject to the Bank of England's Code of Conduct. In connection therewith, this and 
certain future wholesale money market transactions will be outside the Financial Services Act, but you 
will have the benefit of the Code of Conduct. 

I. This Confmnation supplements, forms part of, and is subject to, the ISDA Master Agreement dated 
as of [TBD), as amended and supplemented from time to time (the 'Agreemenr), between MORGAN 
GUARANTY TRUST COMPANY OF NEW YORK ('Morgan') and BOARD OF REGENTS OF THE 
UNNERSITY OF TEXAS SYSTEM (the 'Counterparty'). All provisions contained in the Agreement 
govern this Confmnation except as expressly modified below. 

2. The terms of the particular Transaction to which this Confmnation relates are as follows: 

Morgan Deal Number: 

Trade Date: 

Effective Date: 

Termination Date: 

TBD 

(TBD), subject to adjustment in accordance with 
the Modified Following Business Day 
Convention 

(TBD), subject to adjustment in accordance with 
the Modified Fallowing Business Day 
Convention 

Page I of6 
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Unwind Provision. 

Fixed Amounts: 

Fixed Rate Payer: 

Notional Amount: 

Fixed Rate Payer Payment Dates: 

Fixed Rate: 

Fixed Rate Day Count Fraction: 

Floating Amounts: 

Floating Rate Payer: 

Notional Amount: 

Floating Rate Payer Payment Dates: 

Floating Rate for Initial Calculation Period: 

Floating Rate Option: 

Designated Maturity: 

Spread: 

Floating Rate Day Count Fraction: 

Reset Dates: 

Compounding: 

BAAC -251 

JPMorgan 

The parties acknowledge that the Counterparty 
may request the temrination of this Transaction at 
any time prior to its stated maturity where an 
Event of Default or Termination Event has not 
occurred in relation to either party under the 
Agreement, where for such purposes, Morgan 
will provide the Counterparty with a quotation 
determined by Morgan in its sole discretion at 
which it would agree to terminate the 
Transaction, which the Counterparty may accept 
or reject in its discretion. 

Counterparty 

(TBD) (Amortiztng per Attachment A) 

Each (TBD) up to, and including, the Termination 
Date, subject to adjustment in accordance w1th 
the Modified Following Business Day 
Convention and there will be an adjustment to the 
Calculation Period. 

TBD 

30/360 

Counterparty 

(TBD) (Amortizing per Attachment A) 

Each (TBD) up to, and including, the Termination 
Date, subject to adjustment in accordance with 
the Modified Following Business Day 
Convention and there will be an adjustment to the 
Calculation Period. 

TBD (Excluding Spread where applicable) 

(TBD)% ofUSD-LffiOR-BBA 

3 Month 

None 

ActuaV360 

The first day of each Calculation Period. 

Inapplicable 
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Payment Business Day Locations for 
Counterparty: 

Payment Business Day Locations for Morgan: 

Payments will be: 

3. Account Details 

Payments to MOI'Ian: 

Account for payments in USD: 

Favour: 

ABA/Bank No.: 
Account No.: 
Reference: 

Payments to Counterparty: 

Account for payments in USD: 

Favour: 
ABA/BankNo.: 
Account No.: 
Reference: 

4. Offices 

JPMorgan 

London, New York 

London, New York 

Net 

Morgan Guaranty Trust Co of New York 
23 Wall St 
New York 
Morgan Guaranty Trust Co of New York
London Office 

670 07 054 
Further Credit to Swaps Group Account: 
10005035 
Please send MT 100 cover cable to MGT London 

(a) The Office of Morgan for the Swap Transaction is LONDON; and 
(b) The Office of the Counterparty for the Swap Transaction is TBD .. 

AU enquiries regarding payments and/or rate resettings only should be sent to: 

Morgan Guaranty Trust Company of New York 
60 Victoria Embankment 
London. EC4Y OJP 

Attention: 
Telephone: 
Facsimile: 
Telex: 
Cable: 

Derivatives Processing Center 
011 44 171 325 3783 
011 44 171 325 7400 
896631MGTG 
Morganbank 

Please quote the Morgan Deal Number indicated above. 

BAAC -252 
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All enquiries regarding confirmations should he sent to: 

Morgan Guaranty Trust Company of New York 
60 Wall Street 
New York, New York 10260 

Attention: 

Telephone: 
Facsimile: 

Amy Harris 

1-212-648-3510 
1-212-648-5117 

Please quote the Morgan Deal Number indicated above. 

BAAC -253 

JPMorgan 
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JPMorgan 

JP MORGAN SECURITIES IN CORPORA TED is acting solely as agent for Morgan and will have no 
obligations under this Transaction. 

Each party represents that (i) it is entering into the transaction evidenced hereby as principal (and not 
as agent or in any other capacity); (ii) the other party is not acting as a fiduciary for it; (iii) it is not 
relying upon any representations except those expressly set forth in the Agreement or this 
Confliiil3.tlon; (iv) it has consulted with its own legal, regulatory, tax, busmess, investment, fmancial, 
and accounting advisors to the extent it has deemed necessary, and it has made its own investment, 
hedging, and trading decisions based upon its own judgment and upon any advice from such advisors 
as it has deemed necessary and not upon any view expressed by the other party; and (v) it is entering 
mto this transaction with a full understanding of the terms, conditions and risks thereof and it is 
capable of and willing to assume those risks. 

Please confirm that the foregoing correctly sets forth the terms of our agreement by executing a copy 
of this Confiiitllltion and returning it to us or by sending to us a letter, telex or facsimile substantially 
similar to this letter, which letter, telex or facsimile sets forth the material terms of the Transaction to 
which this Confirmation relates and indicates agreement to those terms. When referring to this 
Confmnation, please indicate: Morgan Deal Number: TBD. 

Confumed as of the 
date first above written: 

Yours sincerely, 

JP MORGAN SECURITIES INCORPORATED, 
as Agent for and signing on behalf of: 

MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK 

By: 
Name: 
Title: 

BOARD OF REGENTS OF 1HE UNNERSITY OF TEXAS SYSTEM 

By: 
Narn-e-,----------------

Title: 

BAAC -254 
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Exhibit A- Not:tonal Amount 

From aJJd 
Including 

To but 
Excludmg 

BAAC -255 

JPMorgan 

Notional 

Pa~e 6 of6 



PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE 

I, the undersigned Assistant Vice Chancellor for Finance of The University 
of Texas System, a U. T. System Representative under the Amended and 
Restated Master Resolution Establishing The University of Texas System 
Revenue Financing System, (the "Master Resolution"), adopted by the 
U. T. Board of Regents ("Board") on February 14, 1991, and amended on 
October 8, 1993, and August 14, 1997, do hereby execute this certificate 
for the benefit of the Board pursuant to Section 5(a)(ii) of the Master 
Resolution in connection with the authorization by the Board to issue 
"Parity Debt" to refund outstanding debt, and do certify that to the best of 
my knowledge, the Board is in compliance with and not in default of any 
terms, provisions, and conditions in the Master Resolution, the First 
Supplemental Resolution Establishing the Revenue Financing System 
Commercial Paper Program, ("First Supplemental"), the Second 
Supplemental Resolution, the Third Supplemental Resolution, the Fourth 
Supplemental Resolution, the Fifth Supplemental Resolution, the Sixth 
Supplemental Resolution, and the Seventh Supplemental Resolution. 

EXECUTED thiQ day of JanUtL""'f, 1999 
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4. U. T. Pan American: Request for Approval to Sell the Residential Property 
Located at 1200 South Sugar Road. Edinburg. Hidalgo County. Texas. and 
Authorization to Execute All Documents Related Thereto.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Vice Chancellor for Academic Affairs, and President Nevarez 
that authorization be given for the U. T. System Real Estate Office, on behalf of 
U. T. Pan American, to sell the residential property located at 1200 South Sugar 
Road in Edinburg, Hidalgo County, Texas. The property will be marketed through 
a local real estate firm and sold for the best offer at or above its appraised value. 

It is further recommended that the Executive Vice Chancellor for Business Affairs 
or the Executive Director of Real Estate be authorized to execute all documents, 
instruments, and other agreements and to take all such further actions deemed 
necessary or desirable to carry out the purpose and intent of the foregoing recom
mendation. 

BACKGROUND INFORMATION 

The subject property was acquired by Pan American College (now U. T. Pan 
American) on February 4, 1966, and a house was constructed on the property in 
May 1968. The property consists of a four-bedroom, three and one-half bath house 
containing approximately 5,012 gross square feet of living area on 5.0 acres. 

This residential property has been utilized as the official residence of the President 
of U. T. Pan American since 1968. 
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5. U. T. Pan American: Request for Approval to Purchase Real Property 
Located at 1201 West Schunior Street. Edinburg. Hidalgo County. Texas. 
and Authorization to Execute All Documents Related Thereto.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Vice Chancellor for Academic Affairs, and President Nevarez 
that authorization be given for the U. T. System Real Estate Office, on behalf of 
U. T. Pan American, to purchase the real property located at 1201 West Schunior 
Street in Edinburg, Hidalgo County, Texas, at its appraised fair market value. 

It is further recommended that the Executive Vice Chancellor for Business Affairs 
or the Executive Director of Real Estate be authorized to execute all documents, 
instruments, and other agreements and to take all such further actions deemed 
necessary or desirable to carry out the purpose and intent of the foregoing recom
mendation. 

BACKGROUND INFORMATION 

The subject property consists of a 4,368 gross square foot church and classroom 
building. The site contains approximately 31,500 square feet of land including a 
parking lot of approximately 30 parking spaces. 

The property is located within the boundaries of an area targeted by U. T. Pan 
American for future campus expansion and within the legislatively-authorized area 
specified by House Bill 2564 which was approved by the Texas Legislature during 
its 75th session. 
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-------- --

INFORMATIONAL REPORTS 

1. U. T. System: Discussion of the December 1998 Monthly Financial Report.--

REPORT 

Mr. R. D. Burck, Executive Vice Chancellor for Business Affairs, will discuss the 
December 1998 Monthly Financial Report for the U. T. System. 

2. U. T. System: Presentation on the 1998 Cost Savings Report.--

REPORT 

A presentation on the U. T. System 1998 Cost Savings Report will be made by 
Mr. R. D. Burck, Executive Vice Chancellor for Business Affairs. 

3. U. T. System: Annual Presentation of the Reporting Package for the Board of 
Regents.--

REPORT 

Mr. R. D. Burck, Executive Vice Chancellor for Business Affairs, will report to the 
U. T. Board of Regents on the information contained in the updated U. T. System 
"Reporting Package for the Board of Regents." Information provided in the report 
includes financial, investment, and research data for the U. T. System institutions 
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covering a five-year period ending August 31, 1998. The report also includes fac
ulty, employee, and student demographics extending from the Fall1994 through the 
Fall 1998 Semester. A copy of the "Reporting Package for the Board of Regents" is 
on file in the Office of the Board of Regents. 

4. U. T. System: Progress Report on the Institutional Compliance Initiative.--

REPORT 

Mr. R. D. Burck, Executive Vice Chancellor for Business Affairs, will present a prog
ress report on the Institutional Compliance Initiative. 
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Academic Affairs Committee 



Date: 

Place: 

1. 

2. 

3. 

4. 

5. 

ACADEMIC AFFAIRS COMMITTEE 
Committee Chairman Lebermann 

February 11 , 1999 

Following the Meeting of the Business Affairs and Audit Committee 

Frank C. Erwin, Jr. Atrium, Eighth Floor, Lyndon Baines Johnson 
Library and Museum, 2313 Red River Street, U. T. Austin 

U. T. System: Request for Authorization to Submit Core 
Curricula in Excess of 42 Semester Credit Hours to the 
Coordinating Board on Behalf of the Component Institutions 

U. T. Arlington and U. T. Dallas: Request for Authorization to 
Charge Nonresident Tuition Rates to Graduate Students 
Exceeding 99 Doctoral Hours (Catalog Change) 

U. T. Austin: Request for Authorization to Conduct a Private 
Fund-Raising Campaign for the Benefit of the IC2 (Innovation, 
Creativity, Capital) Institute (Regents' Rules and Regulations, 
Part One, Chapter VII, Section 2, Subsection 2.4, Subdivi-
sian 2.44) 

U. T. Austin: Presentation of Resolution of Appreciation 

U. T. Dallas: Request for Authorization to Establish a Bachelor 
of Arts Degree in Gender Studies and to Submit the Proposed 
Degree Program to the Coordinating Board for Approval 
(Catalog Change) 
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1. U. T. System: Request for Authorization to Submit Core Curricula in Excess 
of 42 Semester Credit Hours to the Coordinating Board on Behalf of the 
Component Institutions.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor 
for Health Affairs and the Vice Chancellor for Academic Affairs that: 

a. The appropriate Executive Vice Chancellor or Vice Chancellor 
be authorized to review and approve on behalf of the U. T. 
Board of Regents all institutional core curricula in excess of 
42 semester credit hours for the U. T. System components 

b. The appropriate Executive Vice Chancellor or Vice Chancellor 
be authorized to submit, on behalf of the component institutions 
and the U. T. Board of Regents, such core curricula to the 
Texas Higher Education Coordinating Board for review and 
approval. 

This item requires the concurrence of the Health Affairs Committee. 

BACKGROUND INFORMATION 

In July 1998, the Texas Higher Education Coordinating Board adopted revised 
Rules and Regulations (Chapter 5, Subchapter S, Section 5.403) concerning core 
curricula in excess of 42 semester credit hours. The new rules require that such 
core curricula have prior approval of an institution's Board of Regents before 
submission to the Coordinating Board. The rules further require that the institution 
provide a narrative justifying the need of a larger core curriculum, that the larger 
core curriculum is consistent with the institution's role and mission, and that a 
proposed upper-division core course cannot be substantially comparable in content 
or depth of study to a lower-division course listed in the "Texas Common Course 
Numbering System." 
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To streamline the process, it is recommended that the U. T. Board of Regents 
delegate authority to approve core curricula requests requiring Coordinating 
Board approval to the appropriate Executive Vice Chancellor or Vice Chancellor 
so that the requests from U. T. System institutions may be promptly forwarded to 
the Coordinating Board. 

U. T. Permian Basin is the first institution to submit a request for approval of a core 
curriculum in excess of 42 semester credit hours under the new Coordinating Board 
rules. Upon delegation of approval authority by the U. T. Board of Regents, the 
Vice Chancellor for Academic Affairs will submit U. T. Permian Basin's request for a 
core curriculum of 44 semester credit hours to the Coordinating Board for review 
and approval. 

2. U. T. Arlington and U. T. Dallas: Request for Authorization to Charge 
Nonresident Tuition Rates to Graduate Students Exceeding 99 Doctoral 
Hours (Catalog Change).--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Vice Chancellor for Academic 
Affairs and Presidents Witt and Jenifer that the U. T. Board of Regents authorize 
U. T. Arlington and U. T. Dallas to charge a tuition rate that is higher than the 
regular tuition rate but that does not exceed the statutory nonresident tuition rate 
to graduate students who accumulate in excess of 99 doctoral hours. Such tuition 
rates would apply only to graduate students who enroll under the Summer 1999 or 
subsequent catalogs at U. T. Arlington, and graduate students who enroll under the 
Fall1999 or subsequent catalogs at U. T. Dallas. 

Upon approval by the U. T. Board of Regents, the next appropriate catalogs pub
lished at U. T. Arlington and U. T. Dallas will be amended to reflect this action. 
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BACKGROUND INFORMATION 

Section 54.066 of the Texas Education Code, which was passed by the 75th Texas 
Legislature in 1997, authorizes the governing board of an institution of higher edu
cation to charge a resident doctoral student tuition at the rate charged a nonresident 
doctoral student if the resident student has more semester credit hours of doctoral 
work than allowed for purposes of state funding for the current state fiscal biennium. 
Section 61.059(1) of the Texas Education Code, also enacted in 1997, directs the 
Coordinating Board to withhold formula funding, with certain exceptions, for doctoral 
students who have a total of 1 00 or more semester credit hours of doctoral work at 
an institution of higher education. 

The proposed authorization to allow U. T. Arlington and U. T. Dallas to charge 
nonresident tuition rates for doctoral hours in excess of 99 will permit those 
component institutions to recover a portion of the lost formula funding. The U. T. 
Board of Regents authorized U. T. Austin to charge similar rates at the 
November 1998 meeting. 

3. U. T. Austin: Request for Authorization to Conduct a Private Fund-Raising 
Campaign for the Benefit of the IC2 (Innovation. Creativity, Capital) Institute 
(Regents' Rules and Regulations. Part One. Chapter VII. Section 2. Sub
section 2.4. Subdivision 2.44).--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Vice Chancellor for 
Academic Affairs and President Faulkner that authorization be given for U. T. 
Austin to conduct a private fund-raising campaign for the benefit of the 
IC2 (Innovation, Creativity, Capital) Institute, pursuant to the Regents' Rules 
and Regulations, Part One, Chapter VII, Section 2, Subsection 2.4, Sub
division 2.44, relating to private fund-raising campaigns. 
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BACKGROUND INFORMATION 

Founded in 1977, the IC2 1nstitute at U. T. Austin has established an outstanding 
national and global reputation as a unique and nontraditional center for research 
and educational excellence. Its mission is to discover, explain, test, and dissem
inate breakthrough knowledge that accelerates wealth creation and prosperity 
sharing. The Institute's activities consist of applications research, pioneering 
educational programs, and activities to foster development of technology-based 
businesses globally and in Austin. 

The primary initiative of the proposed campaign at U. T. Austin is to support a plan 
to allocate land on the west tract of the U. T. Austin Pickle Campus for a new facility 
for the IC2 1nstitute. The campaign goal is to raise approximately $25,000,000 for 
the new IC2 facility and programming to include an allocation of up to 25 acres for a 
building, parking, and possible future expansion. The IC2 1nstitute's operations are 
self-supporting and the Institute receives no State appropriations. 

4. U. T. Austin: Presentation of Resolution of Appreciation.--

RESOLUTION OF APPRECIATION 

WHEREAS, Through the efforts of two great Texans, The University of Texas at 
Austin has received an invaluable chronicle of life in early Texas, as well as an 
eyewitness account of the most celebrated military engagement in the history of our 
State--the memoir of Lieutenant Colonel Jose Enrique de Ia Pena; 

WHEREAS, This contribution will further enhance the reputation and usefulness of 
the University's scholarly collections, including the most extensive compilation in 
existence of original manuscripts, maps, books, and newspapers documenting the 
history of Texas; 

WHEREAS, The commitment of these two Texans to expanding human knowledge 
and the historical record of our State's illustrious past resulted in their generous bid 
for the de Ia Pena memoir at a spirited auction; and 

AAC-5 



WHEREAS, The University vows to make the permanent home of the de Ia Pena 
memoir on Texas soil--always and forever. 

NOW, THEREFORE BE IT RESOLVED, That the members of the Board of 
Regents of The University of Texas System commend and extend utmost gratitude 
to two great citizens of Texas and friends of the University, Charles W. Tate and 
Thomas 0. Hicks; and be it further 

RESOLVED, That originals of this Resolution be presented to Charles W. Tate 
and Thomas 0. Hicks as a token of esteem and the gratitude of the Board, The 
University of Texas System, The University of Texas at Austin, and the people of 
Texas, and that a copy of this Resolution be placed in the Minutes of this meeting 
as a testament to the generosity, devotion to scholarship, and support of the 
University demonstrated by Charles W. Tate and Thomas 0. Hicks. 

5. U. T. Dallas: Request for Authorization to Establish a Bachelor of Arts 
Degree in Gender Studies and to Submit the Proposed Degree Program to 
the Coordinating Board for Approval I Catalog Change).--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Vice Chancellor for Academic 
Affairs and President Jenifer that authorization be granted to establish a Bachelor 
of Arts degree in Gender Studies at U. T. Dallas and to submit the proposal to the 
Texas Higher Education Coordinating Board for approval. The proposed degree 
program is consistent with U. T. Dallas' Table of Programs as approved by the U. T. 
Board of Regents and with institutional plans for offering quality degree programs to 
meet student needs. A description of the degree program is included in the back
ground information of this agenda item. 

Upon approval by the Coordinating Board, the next appropriate catalog published at 
U. T. Dallas will be amended to reflect this action. 
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BACKGROUND INFORMATION 

U. T. Dallas proposes to offer a Bachelor of Arts degree in Gender Studies. The 
program is distinguished from traditional women's studies programs in its inter
disciplinary, policy-oriented focus. Gender studies will address the historical, 
psychological, and sociocultural origins of past and present gender arrangements 
and the institutions that support them. It will illuminate the effects of gender in the 
arts, the sciences, technology, the economy, business, and religion. 

The program will draw upon many existing courses in the current course inventory. 
Only four new core courses will be established. 

Need and Student Demand 

It is anticipated that gender studies would enroll 15 students each year for the 
first three years and 20 to 25 students for each of the fourth and fifth years. This 
enrollment projection is based on inquiries received from area high schools and 
community colleges concerning the availability of a gender-related major. 

Program Quality 

U. T. Dallas already offers a rich array of gender-related courses taught by recog
nized scholars. The new courses will be developed by current faculty members 
who hold tenured positions. Part-time lecturers will be employed to teach courses 
now being taught by those tenured faculty members to allow the tenured faculty to 
devote time to developing and teaching the new courses. 

The estimated additional cost to offer this program is $172,000. This modest 
incremental cost is associated with adding four additional core courses. 

Summarv 

U. T. Dallas proposes to establish a Bachelor of Arts degree in Gender Studies. 
The program will utilize existing courses plus four new core courses, at a total 
program development cost expected to be less than $175,000. Well recognized 
faculty scholars will teach in the program. 

A copy of the proposal for the Bachelor of Arts degree in Gender Studies at U. T. 
Dallas is on file in the U. T. System Office of Academic Affairs. 
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Health Affairs Committee 



Date: 

Time: 

Place: 

1. 

2. 

3. 

HEALTH AFFAIRS COMMITTEE 
Committee Chairman Loeffler 

February 11, 1999 

Following the Meeting of the Academic Affairs Committee 

Frank C. Erwin, Jr. Atrium, Eighth Floor, Lyndon Baines Johnson 
Library and Museum, 2313 Red River Street, U. T. Austin 

U. T. System: Recommendation to Amend Article V, Section 4, 
Subsection R of The University of Texas System Professional 
Medical Liability Benefit Plan 

U. T. System: Request for Authorization to Submit to the 
Coordinating Board Revised Mission Statements for U. T. 
Health Science Center- Houston and U. T. Health Science 
Center- San Antonio and Revised Consolidated Table of 
Programs for U. T. Health Institutions 

U. T. Health Science Center- San Antonio: Request for 
Authorization to Establish a Cooperative Master of Physical 
Therapy (MPT) Degree in Physical Therapy with U. T. Pan 
American and to Submit the Proposed Degree Program to the 
Coordinating Board for Approvai(Catalog Change) 
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1. U. T. System: Recommendation to Amend Article V. Section 4. Subsection R 
of The University of Texas System Professional Medical Liability Benefit 
Plan.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Health Affairs and the Vice Chancellor and General Counsel that Article V, 
Section 4, Subsection R of The University of Texas System Professional Medical 
Liability Benefit Plan be amended as set forth below in congressional style: 

Section 4 - - Exclusions 

ARTICLEV 
COVERAGE OF PARTICIPANTS 

The System will not defend or pay under this coverage for: 

R. Any claim arising out of professional services where the professional ser
vices were billed for by the participant and were not deposited in a System 
health component practice plan trust or affiliated foundation or certified not
for-profit corporation as approved by the U. T. Board of Regents; 

BACKGROUND INFORMATION 

Pursuant to the authority of Chapter 59 of the Texas Education Code, the U. T. 
Board of Regents adopted the Professional Medical Liability Self-Insurance Plan to 
provide medical liability coverage for certain medical staff and medical students of 
the U. T. System effective April 1 , 1977. 
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Effective February 12, 1998, the U. T. Board of Regents rescinded The University of 
Texas System Plan for Professional Medical Liability Self-Insurance and adopted 
The University of Texas System Professional Medical Liability Benefit Plan. The 
basic Plan document was revised by the law firm of Davis and Wilkerson to 
incorporate changes in Texas insurance law since the Plan's inception and to clarify 
certain ambiguous sections of the Plan. 

The Plan document, as adopted on February 12, 1998, inadvertently omitted the 
correct wording of Article V, Section 4, Subsection R, and the purpose of this 
proposed amendment is to correct that omission. 

2. U. T. System: Request for Authorization to Submit to the Coordinating Board 
Revised Mission Statements for U. T. Health Science Center- Houston and 
U. T. Health Science Center- San Antonio and Revised Consolidated Table 
of Programs for U. T. Health Institutions.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Health Affairs and Presidents Low and Howe that authorization be granted for U. T. 
System Administration to submit to the Texas Higher Education Coordinating Board 
revised Mission Statements and Table of Programs which are consistent with the 
respective component institutions' long-range strategic plans and newly assigned 
responsibilities relating to the implementation of the Lower Rio Grande Valley 
Regional Academic Health Center and the U. T. Public Health School - Houston 
Satellite in Brownsville. The revised Mission Statements for the U. T. Health 
Science Center- Houston and the U. T. Health Science Center- San Antonio and 
the consolidated Table of Programs for the U. T. health institutions are shown on 
Pages HAC 6 - 1 0. 
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BACKGROUND INFORMATION 

Section 61.051 of the Texas Education Code requires the Texas Higher Education 
Coordinating Board to review periodically the Role and Mission Statements, Tables 
of Programs, and all degree and certificate programs offered by public institutions of 
higher education. 

The U. T. Board of Regents first approved Tables of Programs for U. T. System 
institutions in June 1984 as a part of the U. T. System strategic planning process. 
The Tables of Programs have guided planning in the U. T. System since that time. 
Subsequently, the Coordinating Board adopted more detailed tables using footnotes 
in some instances to restrict degree program authority to subsets of the broad 
discipline categories shown in the tables. The Coordinating Board staff has 
indicated that they will continue to use the footnote format. Consequently, U. T. 
System Administration and the institutional administrators will be called upon to 
work with Coordinating Board staff to resolve issues associated with the footnotes. 

The scope of programs recommended for each U. T. System institution is based 
primarily upon the size of the population served by that institution and the number of 
degrees which a population of that size might be expected to earn annually. If the 
number of degrees projected for a given level and discipline is low, the correspond
ing row and column in the table is left blank and the university does not seek 
approval to establish programs in that discipline and level. Exceptions are made at 
the undergraduate level for the core disciplines in the liberal arts and sciences and 
at any level and discipline where special circumstances lead to the conclusion that 
a strong program can be developed with an adequate number of students to operate 
efficiently. 

National data on degrees awarded in the United States have been used as 
guidelines for the development of these tables. Within the two categories, core 
disciplines and professional programs, the disciplines are listed in descending 
order from the discipline in which the most degrees are awarded to the discipline 
category in which the fewest degrees are awarded. All categories used are those 
in a national taxonomy for classifying academic programs. As a general rule, 
institutions serving a larger population will have degree program authority for more 
categories than will smaller institutions. 

The revised Table of Programs for the U. T. health institutions summarizes the 
major changes to be presented to the Coordinating Board. The Coordinating Board 
will be asked to grant degree program planning authority for the disciplines and 
levels coded "2." In addition, the Coordinating Board will be asked to remove some 
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of its current restrictions in disciplines and levels coded "1." All disciplines and 
levels with a "1" code have been previously approved by the U. T. Board of 
Regents. 

In May 1998, the U. T. Board of Regents approved the institutions' Mission 
Statements and authorized the U. T. System Administration to negotiate with the 
Coordinating Board staff to expand the Tables of Programs adequately to provide 
for the planned addition of new degree programs. Some minor changes to the 
narrative Mission Statements for U. T. Health Science Center- Houston and U. T. 
Health Science Center - San Antonio are now being proposed to reflect the new 
responsibilities assigned to these institutions by the U. T. Board of Regents in 
November 1998 as they relate to the Lower Rio Grande Valley Regional Academic 
Health Center and the U. T. Public Health School - Houston Satellite in Brownsville. 

Copies of the proposed Mission Statements and Tables of Programs in the 
Coordinating Board's footnote format are on file in the U. T. System Office of 
Health Affairs. The next comprehensive review and amendment to the Tables 
of Programs by the Coordinating Board will provide the framework and planning 
authorization for new degree programs to be implemented during the following 
four years. It is anticipated that the Coordinating Board will act upon these 
materials at its April 1999 meeting. Following approval, the final versions will be 
on file in the Office of Health Affairs. 
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The University of Texu Health Science Center at Houston 

Mission Statement 

The University of Texas Health Science Center at Houston (lJTHSC-H) is 
a component of The University of Texas System and, as such, is committed to the 
pursuit of high standards of achievement in instruction, student performance, 
clinical service, research, and scholarly accomplishment toward improvement of 
the health of Texans. 

A. an academic health science center, this(l!ke) institution is one in which 
undergraduate, graduate and post-graduate students are educated broadly in 
the sciences of health and disease and are prepared for health-related careers in 
the provision of human services, and for investigatins the mysteries of the 
biomedical sdences(in-teadung·and--research]. Within an environment of · 
academic freedom, students learn from faculty scholars who have in-depth 
expertise in the predominant health disciplines (Yarious-speeiaUies-Gi-health. 
EHe)and the biomedical sciences. R[Stteh faetdt,~ lvit:h t:he assistaRee ef dteifr 
stllcieMI eel tHiNe., eRgage ill •]esearch, both to extend human knowledge 
related to health and to develop and maintain their own scholarly and 
professional expertise. is led by a facultv who involves and educates students 
and trainee• in their resean:h pursuits. 

lJTHSC-H consistl of the following orsanizational unitl which are 
listed by date of establishment: 
Dental Branch (established 1905; joined l1T 1943)• 
Graduate School of Biomedical Sciences (1963)• 
School of Public Health (1967)• 
Medical School 11970)• 
School of Nursins (1972)• 
School of Allied Health Sciences (1973)• 
Hurls Countv Psychiatric Center (established 1981; foined l1T 1989) 

The comprehensiveness of this university(lle ~ M), featuring 
[inelllding]the presence of six major health-related school-.m.edicine, dentistry, 
public health, nursing, allied health, and biomedical science--provides an 
environment beneficial to(many-avenue·for] collaborative endeavors in 
teaching. research. and service. lnterdisdpllnarv projectl and activities bring 
faculty and studentl together in a rich learning envinnunent. Collectively. 
these unitl respond to the health care manpower needs of the citizens o( 
Texu. the City of Houston. and Harris County and its surrounding counties 
by developing creative models for the training of health professionals. 
particularly emphuizing interdisdpllnarv educational models. and 
addressing the srowing demand for primary care health professionals. 
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With over 200 clinical affiliates in the State, UTHSC-H provides health 
professions students with a variety of clinical and community-based 
experiences. With such experiences in urban. suburban. and rural 
environments. UTHSC-H students are trained where Texans live. The School 
of Public Health. the only accredited school of public health [af..its-·kind]in the 
State of Texas, acknowledges and accepts ![its] unique responsibility to reach 
throughout the §[s]tate to prepare individuals for the challenges of this 
expanding field. Three[-l=we] satellite programs are already in place with others 
planned for the future to assist in meeting the increasing demand for public 
health professionals. A new program in health informatics is also unique in 
Texas-and the nation. With its interdisciplinary focus, this program should 
provide an invaluable resource of expertise and training in health informatics 
for our State. 

In addition to the six schools, [ eREempassiRg the majer health seieRee 
Eliseipliftes, t.fte ether Uflit ifl t.fte UJ1.1SC H e•garirtieR is] the Harris County 
Psychiatric Center (HCPC) is a unique feature of the organization that is 
(HCPC--is·]committed to advancl!![ment] in mental health services and care as 
well as education of mental health care professionals[tlu-ough·elillieal;-resea-reh1 

imd-eduetiional-t!Meellenee ]. 

[GoUeetively7 ·these-·uRits-respond··te··the-health·-eare-manpewer·needs·of 
the-eiti2ens-of..Ti!llas,..the·Gity·-ef.-Houston7 and·-Hani&·and·its·surr-eunding 
eoURties-by-developing.-tive-models·for·-the-tl'airung-el-health-professionals1 

partieulaFly-emphasizing-irtel'diseiplinary-ed·ueational·models1·and·addressing 
the-growin~emand·.fap.primar-y·-E:-&re·health-professionals. 

:fogether,-faeulty-and·5tudents-engage·in·patienkare·as-an-essential·parl 
of..the-teac.fling-and-leaming-eMpE!rienee,!fhese.professionals··JII'ovide·exempJ..ary 
health--E:Me sei'Yiees-t&-direetly··benefit·the·indi-Yiduakeeipient·and·to·ser-ve--as 
modelswbieh-«her-providers-will·emulate.-Thedink-al·aspeets·ilf.·researeh·-are 
also-eondut:-lied-in-eanjun£tionwith·patient·eare, J 

The University of Texas Health Science Center at Houston considers itself 
a member of a large learning community and works to contribute to and draw 
from the intellectual pursuit of the other institutions in [wilihiR]the Texas 
Medical Center(;] and [wilftiR]the greater Houston area. I[Alse1 t]o benefit this 
local community and the entire State of Texas, this[e] institution offers a J!.i!!iety 
fprogr-am]of continuing education programs to assist practicing health 
professionals in utilizing the latest findings of research from the worldwide 
community of scholars in clinical and biomedical fields. As a result of 
participation in these professional enhancement programs, practitioners adopt 
new modalities for the treatment and prevention of disease. With these outreach 
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efforts and programs aimed at promoting science and math as well as cill'eers 

in health Cill'e to young students in grades K-12, UTHSC-H will meet new 
challenges to the health of the citizens of the State of Texas. 

(The ifts&hl:tieR eeRSists ef the felle\'-'iAg uftits Y.'hie:h are listeEl h~· date ef 
establishmeflll 

2.Defltal Bl'ilfleh (established lllll!i1 jeifled \JT 194~)* 
a.Cf'ad1:1ale Seheel ef 8ieme£1ieal SeieREes (1963)* 
2.Seheel ef P11blie Health (1967)* 
a.:t.iedieal Seheel (197Q)* 
2.Seheel ef Nlif'Siftg (1972)* 
2.Seheel ef Allied Health Seieflees (1973)* 
2.Hill'fis Celiflty Psyeftialfte Ceflter (established 19811 jeiRed lJ!l' 1989)) 

• The units included in the above list offer degrees and programs with subjects 
limited to health-related fields. 
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The University of Texas Health Science Center at Sao Antonio 
Mission Statement 

The mission of The University of Texas Health Science Center at San Antonio is to serve the 
needs of the citizens of Texas, the nation, and the world through programs committed to 
excellence and designed to: 

• educate health professionals for San Antonio and the entire South Texas Community and for 
the State of Texas to provide the best possible health care, to apply state-of-the-art treatment 
modalities, and to continue to seek information fundamental to the prevention, diagnosis, and 
treatment of disease. 

• play a major regional, national and international role as a leading biomedical education and 
research institution in the discovery of new knowledge and the search for answers to 
society's health care needs. 

• be an integral part of the health care delivery system of San Antonio and the entire South 
Texas community, as well as an important component of the health care delivery system of 
the State of Texas and the nation. 

• serve as a catalyst.for stimulating the life science industry in South Texas, culminating in 
services and technology transfer that benefit local and state economies. 

• offer continuing education programs and expertise for Hie professional and lay 
communities. 
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Table 1 

TAB~ o• PROGRAJIS 
THB llNIVBRSIT'II' o• TBXAS SYSTIDI 

HBALTB INSTITUTIONS 
February 1999 

Certificate Bachelor Masters D t oc ora ro ess ona l p f i 

D G H S M D G H 9 M D G H S M D G H s M DG 

A A 0 A D A A 0 A D A A 0 A D A A 0 A D AA 

Dhciplin•• L L lJ N A L L lJ N A L L lJ N A L L lJ N A L L 

Ase4p&g pi•siplipee 

Conservation " Rnwable Nat. Rsrcs. 1 1 

Education 1 1 1 1 

Engineering 1 1 

Home Bconomica 1 1 1 

r. A & Sci.anrl. St!U. &r. Hwnanitiea 1 

Biological Sciencea/Life Science• 1 1 1 1 1 1 1 1 

Public Adminiatration &r. Service• 1 

Physical Sci/Sci Technologiea- 1 1 

Multi/Interc:liaciplinary studies, Other 1 1 1 

Psychology 1 1 

Protective Service• 1 

iii:L~Ia 2Eiill I llllliM IS,IIIIIill 
Cona. Diaordera Sci. and Services 1 1 

Community Health Service• 1 1 

Dentiatry (O.D.S., D.M.O.) 

DntlClncl Sci/Grc:l Dntstry (MS, Ph.D.) 1 1 

Dental Service• A A 1 1 

Health • Adminiatrative sarvicea 1 1 1 1 

Health and Medical Aaaiatanta 1 1 1 1 2 
Hlth • Med. Diagnoatic • Treat. Srv. A AAA 1 1 1 1 

Hlth • Mad. Lab. Tchnlga/Tchncn B B B A 1 1 1 1 

Hl th • Med. Lab. Tchnlga/Tchncn B 

Medicine (M.D.) 1 1 1 1 

Medical Baaic Science• 1 1 1 1 1 1 1 1 

Medical Clinical Sci. (M.S., Ph.D.) 

Mental Health Service• 
Nuraing B 1 1 1 1 1 1 1 1 1 

Pharmacy 1 1 

Public Health A 1 1 

Rehabilitation/Therapeutic Servicea 1 1 1 1 1 1 1 1 

~iac Hlth Sci • Allied Hltb Srvw a 

Dental Reaidancy Programa 1 1 

Medical Reaidency Programa 
Mise Hlth Prof. • Related Sci 1 1 1 1 1 

'IX - Te»1 • eC Prpqreee 'H''e•'••t&ea •tetu• 
1. Inatitutiona have Ceea given authority by the 0. T. Beard of Regenta to develop degree 

programa in thia discipline and level. 

H 

0 

lJ 

1 

1 

z. Inatitutiona are requeating 0. T. Board of Regenta• authority to develop degree programs 

in ehia diacipline and level. 

s 
A 

N 

1 

1 

1 

a. Inatitutiona are requeating 0. T. Board of Regenta• authority to develop pre-baccalaureate 
certificate programa iD thia diacipline. 

A. Inatitutiona have beea given authority by the o. T. Board of Regent• to develop 
pre-baccalaureate certificate programa in thia discipline. 

a. Inatitutiona have been given authority by the o. T. Board of Regenta to develop 
peat-baccalaureate certificate programa in thia diacipline. 
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3. U. T. Health Science Center - San Antonio: Request for Authorization to 
Establish a Cooperative Master of Physical Therapy (MPTl Degree in 
Physical Therapy with U. T. Pan American and to Submit the Proposed 
Degree Program to the Coordinating Board for Approval (Catalog Change).--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Health Affairs, the Vice Chancellor for Academic Affairs, and Presidents Howe and 
Nevarez that authorization be granted to establish a cooperative Master of Physical 
Therapy degree program in Physical Therapy between the U. T. Health Science 
Center- San Antonio and U. T. Pan American and to submit the proposal to the 
Texas Higher Education Coordinating Board for review and appropriate action. The 
proposed master's degree program is consistent with U. T. Pan American's Table of 
Programs and institutional plans for offering quality degree programs to meet 
student needs. A description of the degree program is included in the Background 
Information of this agenda item. 

Upon approval by the Coordinating Board, the next appropriate catalogs published 
at U. T. Pan American and U. T. Health Science Center- San Antonio will be 
amended to reflect this action. 

This item requires the concurrence of the Academic Affairs Committee. 

BACKGROUND INFORMATION 

Program Description 

U. T. Health Science Center- San Antonio and U. T. Pan American have designed 
a cooperative master's degree program to educate individuals as entry-level 
physical therapists. The Master of Physical Therapy (MPT) degree in Physical 
Therapy was developed as a "three plus three" program in the Department of 
Physical Therapy, U. T. Allied Health Sciences School- San Antonio at the U. T. 
Health Science Center - San Antonio. Students will enter the program having 
completed a minimum of 90 semester credit hours of prescribed course work. The 
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professional phase consists of 100 semester credit hours of required course work 
over a 33-month period. The cooperative program at U. T. Pan American will mirror 
the current MPT program at U. T. Health Science Center- San Antonio, by utilizing 
the same curricular model, including similar course sequencing to facilitate distance 
education. The first class of 16 MPT students is anticipated to be admitted to the 
U. T. Pan American campus in the Fall 2000. 

Currently, the nine physical therapy programs in Texas are all located in or north of 
San Antonio. Six of the nine are located in or within 50 miles of the four largest 
cities in Texas, while the rural areas remain underserved, especially those areas 
south of a line drawn from El Paso to Corpus Christi. U. T. Pan American is an 
excellent candidate to develop and implement a physical therapy program that 
meets the educational and employment needs of the Rio Grande Valley population. 
The Texas Physical Therapy Association (Opinion Analysts, 1993) conducted a 
survey of 6,306 therapists to determine geographically where therapists were 
employed. Based on a 26% survey response rate, the statistics describe the 
employment pattern of therapists in Texas. Rural counties accounted for only 16% 
of employed therapists and South Texas counties employed only 13%. Locally, the 
acute care hospitals have had difficulty filling full-time equivalent positions. In the 
last few months, through aggressive hiring, the situation has improved in less rural 
regions. This indicates a low percentage of therapists employed in the southern 
counties of Texas which include the Rio Grande Valley. Correlating these results 
with a survey of employers in the Rio Grande Valley indicates that the employment 
percentage does not meet the demand for the region. Due to its geographical 
location, the Rio Grande Valley region possesses a large population of Hispanics 
(80%), while in the State of Texas only 6% of the physical therapists are Hispanic. 

Quality 

The curriculum is a "three plus three" program with the preprofessional curriculum 
consisting of 90 semester credit hours of prescribed course work. The Professional 
Phase consists of three years (98 to 100 semester credit hours) of a combination of 
didactic, research, and clinical experiences. The curriculum provides the foundation 
upon which the student will build a theoretical framework and psychomotor skills 
necessary to become a physical therapist. Foundation courses in anatomy, 
kinesiology, work biology, and neuroscience are offered early in the curriculum to 
provide the base for clinical courses. Clinical courses will be presented from a 
clinical decision-making perspective in which the student must apply basic science 
and clinical information to develop the optimal management plans for a given 
patient. Admission standards for the program consist of completion of 90 semester 
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credit hours of prerequisite courses; a minimum overall GPA of 3.0; prerequisite 
courses with a GPA of at least 3.0; minimum Graduate Record Examination (GRE) 
score of 1 ,000; a personal interview; two letters of reference; and knowledge and 
understanding of physical therapy through a minimum of 1 00 hours of observation, 
volunteer work, or as a paid employee. Currently there are 8.25 full-time equivalent 
faculty in the Department of Physical Therapy at U. T. Health Science Center-
San Antonio. Five of the faculty members hold the Ph.D. degree and the other 
full-time equivalent hold Masters' degrees. The first year of the new program, two 
new faculty will be hired. The number of full-time equivalent faculty will increase 
incrementally to six in the fifth year. 

The following five-year table of cost projections for the proposed program includes 
program administration, faculty salaries, clerical staff, supplies, equipment, and 
travel. 

Year1 
2000-2001 

$522,790 

Year2 
2001-2002 

$462,290 

Year3 
2002-2003 

$541,720 

Year4 
2003-2004 

$574,222 

Year 5 
2004-2005 

$617,010 $2,718,032 

The source of funds will be South Texas Border Initiative appropriations. 

Summary 

U. T. Health Science Center- San Antonio and U. T. Pan American are requesting 
authorization to establish a cooperative entry-level Master of Physical Therapy 
degree program in Physical Therapy at U. T. Pan American and to submit the 
proposed degree program to the Texas Higher Education Coordinating Board for 
approval. There is a strong need for this degree in the region. The proposed 
degree will help to fill this need and to fulfill the desire by U. T. Pan American to 
meet the educational needs of students and community constituents in its region. 

A copy of the proposal for the cooperative Master of Physical Therapy degree 
program in Physical Therapy between U. T. Health Science Center- San Antonio 
and U. T. Pan American is on file in the U. T. System Office of Health Affairs. 
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Facilities, Planning & Construction 
Committee 



Date: 

Place: 

1. 

2. 

3. 

4. 

FACILITIES PLANNING AND CONSTRUCTION COMMITTEE 
Committee Chairman Clements 

February 11 , 1999 

Following the Meeting of the Health Affairs Committee 

Frank C. Erwin, Jr. Atrium, Eighth Floor, Lyndon Baines Johnson 
Library and Museum, 2313 Red River Street, U. T. Austin 

U. T. Board of Regents: Proposed Amendments to the 
Regents' Rules and Regulations, Part Two, Chapter VIII, 
Sections 1 Through 4 (Physical Plant Improvements) 

U. T. Arlington- Bookstore: Request for Authorization to 
(a) Enter into Ground Lease Agreement with Follett College 
Stores Corporation, Elmhurst, Illinois, (b) Amend the 
FY 1998-2003 Capital Improvement Program to Include 
Project, (c) Approve Project Architectural Design, and 
(d) Execute All Documents Related Thereto 

U. T. Arlington- New Residence Hall: Request to Amend the 
FY 1998-2003 Capital Improvement Program and the FY 1998 
and FY 1999 Capital Budget to Include Project 

U. T. Austin- Jester Center Dining Renovations: Request to 
Amend the FY 1998-2003 Capital Improvement Program and 
the FY 1998 and FY 1999 Capital Budget to Include Project 
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5. U. T. Austin - New Psychology & Child Development Building 
(Project No. 102-922): Request for Approval to Name Building 
(Regents' Rules and Regulations, Part One, Chapter VIII, 
Section 1, Naming of Buildings and Other Facilities); Approval 
of Design Development Plans; Approval of Total Project Cost; 
Appropriation of Funds and Authorization of Expenditure; and 
Approval of Use of Revenue Financing System Parity Debt, 
Receipt of Parity Debt Certificate, and Finding of Fact with 
Regard to Financial Capacity 12 

6. U. T. Brownsville- Life & Health Science Building - Phase I 
(Project No. 902-976): Request for Approval of Design 
Development Plans; Approval of Total Project Cost; 
Appropriation of Funds and Authorization of Expenditure; 
and Approval of Use of Revenue Financing System Parity 
Debt, Receipt of Parity Debt Certificate, and Finding of Fact 
with Regard to Financial Capacity 18 

7. U. T. Pan American -Student Union (Project No. 901-952): 
Request for Approval of Design Development Plans; Approval 
of Total Project Cost; Appropriation of Funds and Authorization 
of Expenditure; and Approval of Use of Revenue Financing 
System Parity Debt, Receipt of Parity Debt Certificate, and 
Finding of Fact with Regard to Financial Capacity 22 

8. U. T. San Antonio - Recreation/Wellness Center (Project 
No. 401-958): Request for Approval of Design Development 
Plans; Approval of Total Project Cost; Appropriation and 
Expenditure of Funds; and Approval of Use of Revenue 
Financing System Parity Debt, Receipt of Parity Debt 
Certificate, and Finding of Fact with Regard to Financial 
Capacity 27 

9. U. T. Medical Branch - Galveston - Keiller Building Laboratory 
Expansion: Request to Amend the FY 1998-2003 Capital 
Improvement Program and the FY 1998 and FY 1999 Capital 
Budget and Appropriation of Funds 33 
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10. U. T. M.D. Anderson Cancer Center- Faculty Center (Project 
No. 703-960): Request for Approval of Design Development 
Plans; Approval of Total Project Cost; Appropriation of Funds 
and Authorization of Expenditure; and Approval of Use of 
Revenue Financing System Parity Debt, Receipt of Parity Debt 
Certificate, and Finding of Fact with Regard to Financial 
Capacity 
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1. U. T. Board of Regents: Proposed Amendments to the Regents' Rules and 
Regulations, Part Two, Chapter VIII, Sections 1 Through 4 (Physical Plant 
Improvements\.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Executive Vice Chancellor for Health Affairs, and the Vice 
Chancellor for Academic Affairs that the Regents' Rules and Regulations, Part Two, 
Chapter VIII, Sections 1 through 4, regarding physical plant improvements, be 
amended as set forth below in congressional style: 

Sec. 1. 

CHAPTER VIII 

PHYSICAL PLANT IMPROVEMENTS 

Institutional Committees. 

1.3 Selection Committees.--Selection Committees are authorized to 
evaluate, rank, and select qualifications and competitive sealed 
proposals in response to requests for qualifications and 
requests for proposals by design-build contractors, construction 
manager-agents, construction managers-at-risk. general 
contractors, and job order contractors and to enter into 
discussions for modification and negotiation of competitive 
sealed proposals in response to requests for proposals with 
respondents, as required or permitted by law. Selection 
Committees for Major Projects shall be appointed by the 
Director of the Office of Facilities Planning and Construction in 
consultation with the institutional chief administrative officer and 
the Executive Vice Chancellor for Business Affairs. Selection 
Committees for Minor Projects shall be appointed by the 
Responsible Administrator. 
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Sec. 2. Major Construction and Repair and Rehabilitation Projects. 

2.1 General Requirements. 

2.16 The Chancellor or delegate shall approve the 
construction contractor's. design-build contractor's, or 
construction manager's estimates, guaranteed maximum 
price or stipulated sum proposals: sign change ordersJ,] 
and provide general supervision of all Major Projects. 
The Chancellor with the advice of the appropriate 
Executive Vice Chancellor or Vice Chancellor and chief 
administrative officer is authorized to increase the 
approved Total Project Cost not more than ten percent. 
To provide funding for the increase, the Chancellor may 
reallocate funding between or among approved projects 
at a single component if funding for such projects has 
previously been authorized in accordance with 
Subdivision 2.13 or approve funding from some other 
source available to the component. 

2.2 Major Projects Procedures. 

2.23 The Chancellor, on behalf of the Board, will utilize the 
services of a project architect, [GF) engineer, or design
build contractor for each Major Project or portion thereof 
as may be desirable or required by law. Contracts with 
architects and engineers shall comply with guidelines 
issued by the Office of General Counsel and shall be 
written on a standard form approved by the Office of 
General Counsel. 

2.24 After approval of the facility program, the Chancellor or 
delegate is authorized to give the project architect, [GF) 
engineer, or design-build contractor the facility program 
and direct the preparation of schematic plans, exterior 
design and site plans, cost estimates, and other 
necessary and appropriate documents ("Schematic 
Plans")[,] and design development plans, elevations, and 
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Sec. 3. 

Sec. 4. 

sections, outline specifications, cost estimates, and other 
related work to fix the design, dimensions, materials, and 
scope of the project in greater detail ("Design 
Development Plans"). Design Development Plans are 
referred to as Preliminary Plans in applicable rules of the 
Texas Higher Education Coordinating Board. The 
project architect, [Gf] engineer. or design-build contractor 
shall work with the Ad Hoc Project Building Committee, 
if any, and the Office of Facilities Planning and 
Construction with regard to preparation of all plans and 
documents. 

Minor Construction and Repair and Rehabilitation Projects. 

3.1 Delegation of Authority.--Subject to Subsections 3.2 and 3.3 of 
this Section and the general provisions of Part One, Chapter I, 
Section 9 and except as otherwise specified in these Rules and 
Regulations, each chief administrative officer is authorized to 
appoint architects, approve plans and Construction Documents, 
and execute and deliver contracts, agreements, guaranteed 
maximum price or stipulated sum proposals. and other 
documents on behalf of the Board for all new construction 
projects of $300,000 or less and for repair and rehabilitation 
projects of $600,000 or less ("Minor Projects"). 

Bidding, Proposals. Award of Contract. and Final Payment. 

4.1 Advertisement for Bids and Proposals.--The Chancellor with 
respect to Major Projects or the chief administrative officer with 
respect to Minor Projects (the "Responsible Administrator") is 
authorized to advertise for bids. qualifications. and proposals 
for construction projects. The Construction Documents must be 
approved by the Chancellor before the advertisement for bids, 
or the solicitation of competitive sealed proposals from general 
contractors, for Major Projects. 
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4.2 Modification of Bids.--No bid may be changed, amended, or 
modified after the time for bid filing set out in the advertisement 
for bids. The substance of this requirement shall be stated in 
the advertisement for bids[rl provided, however, that this 
requirement shall not be construed to prohibit the submission or 
filing of more than one separate and independent bid by any 
bidder or the modification and negotiation of proposals as 
permitted by law. 

4.3 Proposed Decision for Award.--The Responsible Administrator 
or delegate shall receive and open bids[,] and, with the project 
architect or engineer, if any, and others, shall tabulate and 
study such bids. After tabulation and study of the bids, the 
Responsible Administrator shall make a proposed decision for 
award. The proposed decision for award based on competitive 
sealed proposals in response to a request for proposals shall 
be made by the Selection Committee. 

4.4 Notice of Proposed Decision for Award by Bid.--ln the event the 
lowest bidder is found to be not responsible[,] or other facts and 
circumstances necessitate award of contract to other than the 
lowest bidder, the bidder(s) submitting proposal(s) lower than 
the bidder to whom award is proposed shall be notified of the 
proposed decision for award. If the lowest bidder fails to timely 
file notice of protest, the proposed decision for award will be 
final. 

BACKGROUND INFORMATION 

The proposed amendments to the Regents' Rules and Regulations, Part Two, 
Chapter VIII, Sections 1 through 4, relating to Physical Plant Improvements, clarify 
the authority of the Chancellor to approve proposals from construction managers 
and design-build contractors and clarify the procedures for advertising and award of 
construction contracts procured through competitive sealed proposals. 
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These amendments contain substantive and editorial corrections and are proposed 
to conform U. T. System procedures for construction contracting with the mandatory 
requirements of Senate Bill 583, 75th Legislature, codified as Sections 44.031 and 
51.776 through 51.784 of the Texas Education Code. 

The proposed amendments have been recommended by the U. T. System Process 
Review Committee chaired by Regent Lowell H. Lebermann, Jr. 

2. U. T. Arlington- Bookstore: Request for Authorization to (a) Enter into 
Ground Lease Agreement with Follett College Stores Corporation. Elmhurst. 
Illinois. (b) Amend the FY 1998-2003 Capital Improvement Program to 
Include Project. (c) Approve Project Architectural Design. and (d) Execute 
All Documents Related-Thereto.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Vice Chancellor for Academic Affairs, and President Witt that 
authorization be granted by the U. T. Board of Regents, on behalf of U. T. Arlington, 
to: 

a. Enter into a Ground Lease Agreement with Follett College 
Stores Corporation, Elmhurst, Illinois, for the construction and 
operation of a campus bookstore 

b. Amend the FY 1998-2003 Capital Improvement Program to 
include a project entitled Bookstore for U. T. Arlington 

c. Approve the proposed architectural design of the project 

d. Authorize the Executive Vice Chancellor for Business Affairs or 
the Executive Director of Real Estate to execute all documents, 
instruments, and other agreements and to take all such actions 
deemed necessary or desirable to carry out the purpose and 
intent of the foregoing recommendations. 

FPCC- 8 



BACKGROUND INFORMATION 

Follett College Stores Corporation (Follett) began operating the U. T. Arlington 
bookstore on August 17, 1998, and the "Lease and Operating Agreement" with that 
firm was included in U. T. Arlington's institutional docket at the November 12, 1998 
meeting of the U. T. Board of Regents. This "Lease and Operating Agreement" was 
entered into pursuant to U. T. Arlington's Request for Proposal (RFP) Number 9802 
and Follett's proposal dated March 25, 1998. 

Since August 1998, U. T. Arlington and Follett have been negotiating the Ground 
Lease which was described in the RFP, pursuant to which Follett College Stores 
Corporation will plan, design, finance, construct, and manage a new bookstore on 
the U. T. Arlington campus. If approved by the U. T. Board of Regents, the new 
bookstore is expected to be completed during the Fall Semester 1999 and should 
be fully operational prior to the beginning of the Spring Semester 2000. 

The initial term of the proposed Ground Lease will be fifteen (15) years with the 
option to renew and extend the term of the Ground Lease for two (2) additional peri
ods of five (5) years each. The new store will contain a minimum of 25,000 gross 
square feet of auxiliary enterprise space and will be constructed on the northern 
edge of the U. T. Arlington campus along Border Street near the intersection with 
Oak Street. The estimated total project cost for the new bookstore, to be fully 
financed by Follett College Stores Corporation, is $5,000,000. 

Approval of this item will amend the FY 1998-2003 Capital Improvement Program 
to include the Bookstore project at U. T. Arlington. 

3. U. T. Arlington - New Residence Hall: Request to Amend the FY 1998-2003 
Capital Improvement Program and the FY 1998 and FY 1999 Capital Budget 
to Include Project.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Vice Chancellor for Academic Affairs, and President Witt that 
the U. T. Board of Regents amend the FY 1998-2003 Capital Improvement Program 
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and the FY 1998 and FY 1999 Capital Budget to include the New Residence Hall at 
U. T. Arlington at a preliminary project cost of $20,000,000, with funding from Reve
nue Financing System Bond Proceeds. 

BACKGROUND INFORMATION 

The U. T. Arlington Building Advisory Committee has provided a detailed descrip
tion of how the New Residence Hall relates to the University's Strategic Plan 
(FY 1997 -2000). Highlights of the project goals are to provide updated living 
accommodations which meet the needs of today's students, to fulfill the mission 
of the University to focus on the freshman experience, to improve retention and 
graduation rates, and to provide a greater sense of on-campus community within 
the student body. 

These goals are to be accomplished by providing a residence hall of approximately 
600 beds with single and double rooms. Each room will have access to the Univer
sity's computer network, telephone system, and local cable television. All rooms 
will be furnished to provide an attractive housing alternative to the existing campus 
facilities. The development will include a commons facility with amenities to include 
food services, computer labs, study lounges, conference facilities, exercise room, 
and a general store. 

Current capacity of residence halls at U. T. Arlington is 808 beds with a freshman 
enrollment in excess of 2,000. There is always a waiting list for these facilities at 
the beginning of each semester. The newest residence hall was built in 1963. One 
of the older and smaller residence halls will be demolished in conjunction with this 
proposed construction netting an increased total number of approximately 465 beds. 

A Facilities Program is being prepared at this time, and it is anticipated that this 
project will proceed utilizing a design/build contract, with the project ready for occu
pancy by the Fall Semester 2000. 

Approval of this item will amend the FY 1998-2003 Capital Improvement Program 
and the FY 1998 and FY 1999 Capital Budget to include the New Residence Hall at 
U. T. Arlington at a preliminary project cost of $20,000,000, with funding from Reve
nue Financing System Bond Proceeds. 
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4. U. T. Austin -Jester Center Dining Renovations: Request to Amend the 
FY 1998-2003 Capital Improvement Program and the FY 1998 and 
FY 1999 Capital Budget to Include Project.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Vice Chancellor for Academic Affairs, and President Faulkner 
that the U. T. Board of Regents amend the FY 1998-2003 Capital Improvement Pro
gram and the FY 1998 and FY 1999 Capital Budget to include the Jester Center 
Dining Renovations at U. T. Austin at a preliminary project cost of $13,000,000, with 
funding from Auxiliary Enterprise Balances. 

BACKGROUND INFORMATION 

In August 1998, a master plan study of the U. T. Austin Jester Center Dining Com
mons was completed, providing a comprehensive plan for the renovation of this 
facility. The proposed project consists of three stages of work, with the first stage 
scheduled to begin in December 1999 at an estimated cost of $5,300,000. The 
remaining two stages will be completed as reserve funds are accumulated with an 
anticipated completion date for the entire project of April 2003. This project will 
renovate the existing Jester Center food services facility, upgrade and enhance 
food preparation and service facilities, and provide more efficient and attractive 
dining areas. 

This project is necessary to provide the expanded food service capacity required to 
meet increased student demand which will result from the completion of the Student 
Housing project programmed for completion in August 2000. 

Approval of this item will amend the FY 1998-2003 Capital Improvement Program 
and the FY 1998 and FY 1999 Capital Budget to include the Jester Center Dining 
Renovations at U. T. Austin at a preliminary project cost of $13,000,000, with fund
ing from Auxiliary Enterprise Balances. 
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5. U. T. Austin - New Psychology & Child Development Building (Project 
No. 1 02-922): Request for Approval to Name Building (Regents' Rules and 
Regulations, Part One, Chapter VIII, Section 1, Naming of Buildings and 
Other Facilities): Approval of Design Development Plans: Approval of Total 
Project Cost: Appropriation of Funds and Authorization of Expenditure: and 
Approval of Use of Revenue Financing System Parity Debt Receipt of Parity 
Debt Certificate, and Finding of Fact with Regard to Financial Capacity.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Vice Chancellor for Academic Affairs, and President Faulkner 
that the U. T. Board of Regents: 

a. Approve the naming of the New Psychology & Child 
Development Building as the Sarah M. and Charles E. 
Seay Psychology, Child Development, and Family 
Relationships Building at U. T. Austin 

b. Approve design development plans for the project 

c. Approve a total project cost of $44,200,000 

d. Appropriate funds and authorize expenditure of $12,500,000 
from Tuition Revenue Bond Proceeds issued under the 
Revenue Financing System, $17,500,000 from Designated 
Tuition Funds, $11 ,200,000 from Gifts and Grants, and 
$3,000,000 from Unexpended Plant Fund Balances. 

The Chancellor also concurs in the recommendation of the Executive Vice Chan
cellor for Business Affairs that, in compliance with Section 5 of the Amended and 
Restated Master Resolution Establishing The University of Texas System Revenue 
Financing System (the "Master Resolution"), adopted by the U. T. Board of Regents 
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on February 14, 1991, and amended on October 8, 1993, and August 14, 1997, and 
upon delivery of the Certificate of an Authorized Representative as set out on 
Page FPCC- 16, the U. T. Board of Regents resolves that: 

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

b. Sufficient funds will be available to meet the financial obli
gations of the U. T. System, including sufficient Pledged 
Revenues as defined in the Master Resolution to satisfy 
the Annual Debt Service Requirements of the Financing 
System, and to meet all financial obligations of the U. T. 
Board of Regents relating to the Financing System 

c. U. T. component institutions, which are "Members" as such 
term is used in the Master Resolution, possess the financial 
capacity to satisfy their direct obligation as defined in the 
Master Resolution relating to the issuance by the U. T. 
Board of Regents of tax-exempt Parity Debt in the amount 
of $12,500,000 

d. This resolution satisfies the official intent requirements set 
forth in Section 1.150-2 of the U. S. Treasury Regulations. 

BACKGROUND INFORMATION 

The New Psychology & Child Development Building project at U. T. Austin is 
included in the FY 1998-2003 Capital Improvement Program and the FY 1998 
and FY 1999 Capital Budget at a preliminary project cost of $40,000,000. 

The New Psychology & Child Development Building will be home to the Department 
of Psychology in the College of Liberal Arts and also home for the Child Develop
ment and Family Relationships program within the Department of Human Ecology in 
the College of Natural Sciences. Currently, the two groups are in several different 
buildings on and off campus. The new facility will bring the individual functions to a 
single location. 
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The project consists of a new building of approximately 175,000 gross square feet 
with provisions for future horizontal expansion. The building will contain faculty 
offices, high-tech wet and dry labs, a psychology clinic, early childhood teaching 
facilities, family interaction labs, conference and library rooms, and support facili
ties. 

This new facility to house these important academic and research areas has been a 
priority for U. T. Austin. Early efforts in the 1990s to raise funds for the project met 
with the great generosity of Sarah M. and Charles E. Seay of Dallas, Texas, long
time supporters of U. T. Austin and U. T. Southwestern Medical Center- Dallas, as 
well as other entities in Texas. Mr. and Mrs. Seay pledged $5,000,000 to the proj
ect in its very critical early stages. Through their generous pledge and support, the 
planning for the New Psychology & Child Development Building was able to pro
ceed in full force. Mr. and Mrs. Seay, their family, and the Seay Foundation, have 
given U. T. Austin additional substantial gifts, including the principal for an endowed 
faculty chair, three endowed faculty professorships, and two endowed scholarships. 
U. T. Austin wishes to honor Mr. and Mrs. Seay, and their family, in a lasting way 
by naming the New Psychology & Child Development Building as the Sarah M. and 
Charles E. Seay Psychology, Child Development, and Family Relationships Build
ing. The proposed naming of the New Psychology & Child Development Building 
at U. T. Austin is consistent with the Regents' Rules and Regulations on naming of 
buildings in honor of and in appreciation of the longtime and continuing support and 
generosity of Mr. and Mrs. Seay. 

The approved Facilities Program for this project determined that a project cost of 
$44,200,000 would be required to accomplish the desired project scope. The 
additional funding of $4,200,000 will be $1,200,000 from Gifts and Grants and 
$3,000,000 from Unexpended Plant Fund Balances. 

The 75th Session of the Texas Legislature authorized $12,500,000 of tuition bonds 
to be issued for U. T. Austin. No additional tuition bond authority will remain for 
U. T. Austin after the issuance of the tuition bonds for this project. The debt 
service coverage for the $12,500,000 Tuition Revenue Bonds is reflected on 
Page FPCC - 17. This project financing assumes interim financing at a 4.5% inter
est rate for a portion of FY 1999 and a 6% fixed interest rate for 20 years with the 
fixed rate borrowing to occur in FY 2000. 

Approval of this item will amend the FY 1998-2003 Capital Improvement Program 
and the FY 1998 and FY 1999 Capital Budget for the New Psychology & Child 
Development Building at U. T. Austin at a total project cost of $44,200,000, with 

FPCC- 14 



funding of $12,500,000 from Tuition Revenue Bond Proceeds issued under the 
Revenue Financing System, $17,500,000 from Designated Tuition Funds, 
$11,200,000 from Gifts and Grants, and $3,000,000 from Unexpended Plant Fund 
Balances. 
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PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE 

I, the undersigned Assistant Vice Chancellor for Finance of The University 
of Texas System, aU. T. System Representative under the Amended and 
Restated Master Resolution Establishing The University of Texas System 
Revenue Financing System, (the "Master Resolution"), adopted by the 
U. T. Board of Regents ("Board") on February 14, 1991, and amended on 
October 8, 1993, and August 14, 1997, do hereby execute this certificate 
for the benefit of the Board pursuant to Section S(a)(ii) of the Master 
Resolution in connection with the authorization by the Board to issue 
"Parity Debf' to finance the construction cost of the New Psychology & 
Child Development Building at U. T. Austin, and do certify that to the best 
of my knowledge, the Board is in compliance with and not in default of any 
terms, provisions, and conditions in the Master Resolution, the First 
Supplemental Resolution Establishing the Revenue Financing System 
Commercial Paper Program, ("First Supplemental"), the Second 
Supplemental Resolution, the Third Supplemental Resolution, the Fourth 
Supplemental Resolution, the Fifth Supplemental Resolution, the Sixth 
Supplemental Resolution, and the Seventh Supplemental Resolution. 

EXECUTED this 5 day of\JYIU4!fAj 1999 
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The University of Texas System 
Revenue Financing System 

Debt Service Coverage 
($ in millions) 

Actual Forecast 

EY..2ti EY.ll EY..2ll EY..22 EY2QQQ EYJI.l EY..lll EY..Q1 

Available Revenues 3,767.5 3,900.3 4,208.7 4,078.6 4,197.8 4,277.2 4,374.6 4,435.0 

Operating Expenses (H3fi 1) (3 fiSZZ) (32115) (3 8~2 2) (3 21Z Q) ~ QQ3 Q) (4 QBQ til (11fiH) 
Net Revenues Available for Debt Service 331.4 242.6 297.2 228.7 280.8 274.2 294.0 270.6 

Other Mandatory Transfers (17.1) (1.8) (1.1) (2.2) (3.0) (3.9) (3.8) (3.8) 

Debt Service: 

Non- Tuition Relate~ (41.7) (51.8) (61.6) (82.8) (91.8) (93.6) (91.4) (90.8) 

Tuition Debt Service 
""Tl 
"1J Bonds issue~ prior to 1993 (9.4) (7.7) (7.1) (7.7) (7.7) (7.7) (7.7) 0.0 
(") 
(") South Texas Border Initiative Debt (6.9) (14.0) (12.6) (13.7) (13.1) (\3.1) (13.1) (13.0) 

~ 
Debt Authorized by 75th Legislature 

"""" 
Approved by BOR 8/97 (renov)-$43.9 mil (3.5) (3.5) (3.5) (3.5) (3.5) 

Approved by BOR 2/98-$6.05 mil (0.5) (0.5) (0.5) (0.5) (0.5) 

Approved by BOR 5/98-$.5 mil (0.04) (0.04) (0.04) (0.04) (0.04) 

Approved by BOR 8/98-$7 mil (0.56) (0.56) (0.56) (0.56) (0.56) 

Approved by BOR 11/98-$19.85 mil (0.40) (1.73) (1.73) (1.73) (1.73) 

Recommended to BOR 2/99-$35 mil (0.79) (3.05) (3.05) (3.05) (3.05) 

Remaining Tuition Project Financing (1.11) (5.57) (12.5:?2 (12.57) (12.57) 

TOTAL DEBT SERVICE (58.0) (73.5) (81.3) (111.1) (127.6) (136.4) (134.2) (125.8) 

Debr Service Coverage Without Tuition Bonds (x) 5.6 4.5 4.7 2.7 3.0 2.8 3.1 2.9 
Debt Service Coverage With Tuition Bonds (x) 4.4 3.2 3.6 2.0 2.2 2.0 2.1 2.1 
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6. U. T. Brownsville - Life & Health Science Building - Phase I (Project 
No. 902-976): Request for Approval of Design Development Plans: Approval 
of Total Project Cost: Appropriation of Funds and Authorization of Expendi
ture: and Approval of Use of Revenue Financing System Parity Debt. Receipt 
of Parity Debt Certificate. and Finding of Fact with Regard to Financial 
Capacity.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Vice Chancellor for Academic Affairs, and President Garcia 
that the U. T. Board of Regents: 

a. Approve design development plans for the Life & Health 
Science Building -Phase I at U. T. Brownsville 

b. Approve a total project cost of $22,500,000 

c. Appropriate funds and authorize expenditure of $22,500,000 
from Tuition Revenue Bond Proceeds. 

The Chancellor also concurs in the recommendation of the Executive Vice Chan
cellor for Business Affairs that, in compliance with Section 5 of the Amended and 
Restated Master Resolution Establishing The University of Texas System Revenue 
Financing System (the "Master Resolution"), adopted by the U. T. Board of Regents 
on February 14, 1991, and amended on October 8, 1993, and August 14, 1997, and 
upon delivery of the Certificate of an Authorized Representative as set out on 
Page FPCC - 20, the U. T. Board of Regents resolves that: 

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

b. Sufficient funds will be available to meet the financial obli
gations of the U. T. System, including sufficient Pledged 
Revenues as defined in the Master Resolution to satisfy 
the Annual Debt Service Requirements of the Financing 
System, and to meet all financial obligations of the U. T. 
Board of Regents relating to the Financing System 
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c. U. T. component institutions, which are "Members" as such 
term is used in the Master Resolution, possess the financial 
capacity to satisfy their direct obligation as defined in the 
Master Resolution relating to the issuance by the U. T. 
Board of Regents of tax-exempt Parity Debt in the amount 
of $22,500,000 

d. This resolution satisfies the official intent requirements set 
forth in Section 1.150-2 of the U. S. Treasury Regulations. 

BACKGROUND INFORMATION 

The Life & Health Science Building - Phase I at U. T. Brownsville is included in the 
FY 1998-2003 Capital Improvement Program and the FY 1998 and FY 1999 Capital 
Budget at a preliminary project cost of $22,500,000, with funding from Tuition Reve
nue Bond Proceeds. This new academic building will support the Allied Health and 
Nursing Departments of the College of Health Sciences and the Biology Depart
ment in the College of Science and Math. This project will provide approximately 
95,000 square feet of new construction to house instructional and teaching labora
tories, technology and general academic instruction areas, faculty and admin
istrative offices, and support areas. Site development will include parking for 
approximately 200 vehicles. 

The 75th Session of the Texas Legislature authorized $22,500,000 of tuition bonds 
to be issued for U. T. Brownsville. No additional tuition bond authority will remain 
for U. T. Brownsville after the issuance of the tuition bonds for this project. The debt 
service coverage for the $22,500,000 Tuition Revenue Bonds is reflected on 
Page FPCC - 21. This project financing assumes interim financing at a 4.5% inter
est rate for a portion of FY 1999 and a 6% fixed interest rate for 20 years with the 
fixed rate borrowing to occur in FY 2000. 
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PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE 

I, the undersigned Assistant Vice Chancellor for Finance of The University 
of Texas System, a U. T. System Representative under the Amended and 
Restated Master Resolution Establishing The University of Texas System 
Revenue Financing System, (the "Master Resolution"), adopted by the 
U. T. Board of Regents ("Board") on February 14, 1991, and amended on 
October 8, 1993, and August 14, 1997, do hereby execute this certificate 
for the benefit of the Board pursuant to Section S(a)(ii) of the Master 
Resolution in connection with the authorization by the Board to issue 
"Parity Debt" to finance the construction cost of the Life & Health Science 
Building - Phase I at U. T. Brownsville, and do certify that to the best of my 
knowledge, the Board is in compliance with and not in default of any 
terms, provisions, and conditions in the Master Resolution, the First 
Supplemental Resolution Establishing the Revenue Financing System 
Commercial Paper Program, ("First Supplemental"), the Second 
Supplemental Resolution, the Third Supplemental Resolution, the Fourth 
Supplemental Resolution, the Fifth Supplemental Resolution, the Sixth 
Supplemental Resolution, and the Seventh Supplemental Resolution . 

. &:.. ,. 
EXECUTED th1s .:.L._ day of 'Jtu:Jua,"'t , 1999 
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The University of Texas System 
Revenue Financing System 

Debt Service Coverage 
($ in millions) 

Actual Forecast 

EY.2li EY.21 EY.2B. ~ EY 2000 EYJll EY.02 EYJll 
Available Revenues 3,767.5 3,900.3 4,208.7 4,078.6 4,197.8 4,277.2 4,374.6 4,435.0 

Operating Expenses (H361) (3 652 2) (3 211 5) (3 8~2 2) (3212 0) (~ 003 0) (1 080 6) (1 16H) 

Net Revenues Available for Debt Service 331.4 242.6 297.2 228.7 280.8 274.2 294.0 270.6 

Other Mandatory Transfers (17 .I) (1.8) (1.1) (2.2) (3.0) (3.9) (3.8) (3.8) 

Debt Service: 

Non- Tuition Related (41.7) (51.8) (61.6) (82.8) (91.8) (93.6) (91.4) (90.8) 

Tuition Debt Service 

"T1 Bonds issued prior to 1993 (9.4) (7.7) (7.1) (7.7) (7.7) (7.7) (7.7) 0.0 
"tl South Texas Border Initiative Debt (6.9) (14.0) (12.6) (13.7) (13.1) (13.1) (13.1) (13.0) ("') 
("') Debt Authorized by 75th Legislature 
I 

1\) Approved by BOR 8/97 (renov)-$43.9 mil (3.5) (3.5) (3.5) (3.5) (3.5) 
~ 

Approved by BOR 2/98-$6.05 mil (0.5) (0.5) (0.5) (0.5) (0.5) 

Approved by BOR 5/98-$.5 mil (0.04) (0.04) (0.04) (0.04) (0.04) 

Approved by BOR 8/98-$7 mil (0.56) (0.56) (0.56) (0.56) (0.56) 

Approved byBOR 11198-$19.85 mil (0.40) (1.73) (1.73) (1.73) (1.73) 

Recommended to BOR 2/99-$35 roil (0.79) (3.05) (3.05) (3.05) (3.05) 

Remaining Tuition Project Financing (1.11) (5.57) (12.57) (12.57) (12.57) 

TOTAL DEBT SERVICE (58.0) (73.5) (81.3) (111.1) (127.6) (136.4) (134.2) (125.8) 

Debt Service Coverase Without Tuition Bonds (x) 5.6 4.5 4.7 2.7 3.0 2.8 3.1 2.9 
Debt Service Coveral!e With Tuition Bonds (x) 4.4 3.2 3.6 2.0 2.2 2.0 2.1 2.1 
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7. U. T. Pan American- Student Union !Project No. 901-952): Request for 
Approval of Design Development Plans: Approval of Total Project Cost: 
Appropriation of Funds and Authorization of Expenditure: and Approval 
of Use of Revenue Financing System Parity Debt. Receipt of Parity Debt 
Certificate. and Finding of Fact with Regard to Financial Capacity.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Vice Chancellor for Academic Affairs, and President Nevarez 
that the U. T. Board of Regents: 

a. Approve design development plans for the Student Union 
at U. T. Pan American 

b. Approve a total project cost of $7,000,000 

c. Appropriate funds and authorize expenditure of $5,750,000 
from Revenue Financing System Bond Proceeds and 
$1 ,250,000 from Unexpended Plant Fund Balances for total 
project funding. 

The Chancellor also concurs in the recommendation of the Executive Vice Chan
cellor for Business Affairs that, in compliance with Section 5 of the Amended and 
Restated Master Resolution Establishing The University of Texas System Revenue 
Financing System (the "Master Resolution"}, adopted by the U. T. Board of Regents 
on February 14, 1991, and amended on October 8, 1993, and August 14, 1997, 
and upon delivery of the Certificate of an Authorized Representative as set out on 
Page FPCC - 25, the U. T. Board of Regents resolves that: 

a. Parity Debt shall be issued to pay the project's cost includ
ing any costs prior to the issuance of such Parity Debt 
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b. Sufficient funds will be available to meet the financial obli
gations of the U. T. System, including sufficient Pledged 
Revenues as defined in the Master Resolution to satisfy 
the Annual Debt Service Requirements of the Financing 
System, and to meet all financial obligations of the U. T. 
Board of Regents relating to the Financing System 

c. U. T. Pan American, which is a "Member'' as such term is 
used in the Master Resolution, possesses the financial 
capacity to satisfy its direct obligation as defined in the 
Master Resolution relating to the issuance by the U. T. 
Board of Regents of tax-exempt Parity Debt in the amount 
of $5,750,000 

d. This resolution satisfies the official intent requirements set 
forth in Section 1.150-2 of the U. S. Treasury Regulations. 

BACKGROUND INFORMATION 

The Student Union at U. T. Pan American is included in the FY 1998-2003 Capital 
Improvement Program and the FY 1998 and FY 1999 Capital Budget at a prelimi
nary project cost of $7,000,000, with funding of $250,000 from Student Fee 
Reserves, $1,000,000 from Designated Tuition, and $5,750,000 from Student Union 
Fee. The Union will provide approximately 44,000 square feet of new construction 
to house a variety of student activities, including commons, convenience store, food 
court, game room, study areas, multipurpose meeting/study session rooms, TV 
lounge, and a 500-seat theater for live performances and cinematic presentations, 
and to provide office space needed to support student activities. 

The debt is to be repaid from the Student Union Fee which is $30 per student per 
regular semester or $15 per student for each term of the Summer Session. Based 
on a Fall 1998 headcount of 12,373, the projected annual collection of the Student 
Union Fee exceeds $742,000. 

The Student Union Fee will not be collected until the facility is open for use. During 
the construction period, the debt service will be paid from Unexpended Plant Fund 
Balances. Annual debt service during the construction period is projected to be 
$258,750, assuming a 4.5% short-term borrowing rate. 

FPCC- 23 



When the Student Union is open for use in FY 2001, the annual debt service is 
projected to be $501 ,311 based on a 6% long-term borrowing rate with a 20-year 
amortization period. The annual debt service coverage for the Student Union is 
expected to be 1.48 times. The financing forecast is set forth on Page FPCC - 26. 

Approval of this item will amend the FY 1998-2003 Capital Improvement Program 
and the FY 1998 and FY 1999 Capital Budget to modify project funding to 
$5,750,000 from Revenue Financing System Bond Proceeds and $1 ,250,000 from 
Unexpended Plant Fund Balances for total project funding. 
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PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE 

I, the undersigned Assistant Vice Chancellor for Finance of The University 
of Texas System, aU. T. System Representative under the Amended and 
Restated Master Resolution Establishing The University of Texas System 
Revenue Financing System, (the "Master Resolution"), adopted by the 
U. T. Board of Regents ("Board") on February 14, 1991, and amended on 
October 8, 1993, and August 14, 1997, do hereby execute this certificate 
for the benefit of the Board pursuant to Section 5(a)(ii) of the Master 
Resolution in connection with the authorization by the Board to issue 
"Parity Debt" to finance the construction cost of the Student Union at U. T. 
Pan American, and do certify that to the best of my knowledge, the Board 
is in compliance with and not in default of any tenns, provisions, and 
conditions in the Master Resolution, the First Supplemental Resolution 
Establishing the Revenue Financing System Commercial Paper Program, 
("First Supplemental"), the Second Supplemental Resolution, the Third 
Supplemental Resolution, the Fourth Supplemental Resolution, the Fifth 
Supplemental Resolution, the Sixth Supplemental Resolution, and the 
Seventh Supplemental Resolution. 

EXECUTED this..5_ day of~. 1999 
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""T1 
"1J 
(") 
(") 

1\) 
(J) 

Proled Level !Actual $) 

The University of Tens- Pan American 
Student Union 

FY99 

Student Union Fee ($30 Regular, $15 swnmer), Fall Headcount 12,373; Spring 85% of Fall, Swnmer 30% of Fall 

Projecled Collection of Student Union Fee 0 

Debt Service 

Actual 

~ EY21 ~ fl.22._ 

Beg. Fund Balance 23.8 30.8 27.4 28.1 

Total Current Unrestricled Revenues 76.7 79.6 86.2 83.5 

Total Current Unrestricled Expenditures (65.0l (68.41 (76.0) (70.7) 

Net Revenues 11.7 11.2 10.2 12.8 

Debt Service (1.9) (2.3) (6.0) (7.3) 

Other Mand. Transfers (QJ) (0 2) (QJ) (0.2) 

Tolal Mand. Transfers (2.0) (2.5) (6.1) (7.5) 

Non-Mand. Transfers (1.9) (I 1.1) (3.2) (4.1) 

Adjustments (08) (LQ) 10.2) 0.0 

Net !ncl(Dec.) for Year 7.0 (3.4) 0.7 1.2 

End. Fund Balance 30.8 27.4 28.1 29.3 

l»ebt Service Coverage 5.9 4.5 1.7 1.7 
Debt Service to Operating Expenses 2.9% 3.48/e 7.9% 10.3% 

FY96 £Y..2L FY98 FY99 
Available Revenues 3,767.5 3,900.3 4,208.7 4,078.6 

Operating Expenses (3,436.1) (3,657.7) (3,911.5) (3,849.9) 
Net Available for Debt Serv. 331.4 242.6 297.2 228.7 
Other Mandatory Transfers (17.1) (1.8) (!.I) (2.2) 
Debt Service (58.0) (73.5) (81.3) (II 1.1) 

lnebt Service Coverage 4.4 3.2 3.6 2.0 
Debt Service to Openting E:~:peoses 1. 7•/. l.o•;. 2.t•/. 2.90J. 

Forecast 

F¥2000 

0 742,380 742,380 742,380 

Forecast 

FYOO ..EY..QL FY02 FY03 
29.3 30.4 31.5 28.3 
85.6 87.4 88.6 89.8 

(73.2) (75.4) (77.7) (80.0) 

12.4 12.0 10.9 9.8 
(8.4) (9.4) (8.8) (8.6) 
(QJ) (0.2) (QJ) (lW 
(8.5) (9.6) (8.9) (8.8) 
(2.8) (1.3) (5.2) (1.5) 
0.0 0.0 0.0 00 
1.1 1.1 (3.2) (0.5) 

30.4 31.5 28.3 27.8 

1.5 1.3 1.2 1.1 
11.5% 12.5% 11.3% 10.8°/e 

FYOO FYOI FY02 FY03 
4,197.8 4,277.2 4,374.6 4,435.0 

(3,917.0) (4,003.0) (4,080.6) (4,164.4) 
280.8 274.2 294.0 270.6 

(3.0) (3.9) (3.8) (3.8) 
(127.6) (136.4) (134.2) (125.8) 

2.1501 2.0 2.1 2.1 
3.2°/• 3.4•1. J.J•;. J.o•;. 



8. U. T. San Antonio- Recreation/Wellness Center (Project No. 401-958): 
Request for Approval of Design Development Plans: Approval of Total Project 
Cost: Appropriation and Expenditure of Funds; and Approval of Use of Reve
nue Financing System Parity Debt. Receipt of Parity Debt Certificate. and 
Finding of Fact with Regard to Financial Capacity.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor 
for Business Affairs, the Vice Chancellor for Academic Affairs, and President 
Kirkpatrick that the U. T. Board of Regents: 

a. Approve design development plans for the 
Recreation/Wellness Center at U. T. San Antonio 

b. Approve a total project cost of $14,375,000 

c. Appropriate funds and authorize expenditure of 
$13,775,000 from Revenue Financing System Bond 
Proceeds and $600,000 from the Recreational Facility 
Fee Balance. 

The Chancellor also concurs in the recommendation of the Executive Vice Chan
cellor for Business Affairs that, in compliance with Section 5 of the Amended and 
Restated Master Resolution Establishing The University of Texas System Revenue 
Financing System (the "Master Resolution"), adopted by the U. T. Board of Regents 
on February 14, 1991, and amended on October 8, 1993, and August 14, 1997, 
and upon delivery of the Certificate of an Authorized Representative as set out on 
Page FPCC - 30, the U. T. Board of Regents resolves that: 

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

b. Sufficient funds will be available to meet the financial obli
gations of the U. T. System, including sufficient Pledged 
Revenues as defined in the Master Resolution to satisfy 
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the Annual Debt Service Requirements of the Financing 
System, and to meet all financial obligations of the U. T. 
Board of Regents relating to the Financing System 

c. U. T. San Antonio, which is a "Member'' as such term is used 
in the Master Resolution, possesses the financial capacity to 
satisfy its direct obligation as defined in the Master Resolu
tion relating to the issuance by the U. T. Board of Regents 
of tax-exempt Parity Debt in the amount of $13,775,000 

d. This resolution satisfies the official intent requirements set 
forth in Section 1.150-2 of the U. S. Treasury Regulations. 

BACKGROUND INFORMATION 

The Recreation/Wellness Center project at U. T. San Antonio is included in the 
FY 1998-2003 Capital Improvement Program and the FY 1998 and FY 1999 Capital 
Budget at a preliminary project cost of $14,375,000. This project will be dedicated 
to providing quality programs and services in the areas of recreation, well ness, 
intramurals, sports, and child care. The Recreation/Wellness Center project con
sists of the construction of two new buildings: the Recreation/Well ness Center and 
the Child Care Center, totaling approximately 98,000 gross square feet. 

The Recreation/Wellness Center building will contain approximately 85,000 gross 
square feet and provide facilities for a variety of activities, including basketball, 
volleyball, aerobics, weight lifting, racquetball, wall climbing, and fitness programs. 
The Center will house facilities to support the coordination of the campus intramural 
program and the provision of health-care programs and services to U. T. San 
Antonio students and, as feasible, to faculty and staff. 

The Child Care Center building will contain approximately 13,000 gross square feet 
with an adjacent outdoor playground area and will provide quality child care for 
U. T. San Antonio students, faculty, and staff. Alumni and members of the greater 
San Antonio community may access the services on a fully paid, space available 
basis. 
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The debt is to be repaid from the Recreational Facility Fee, designated tuition, 
and revenues generated by the facilities. The Recreational Facility Fee is $1 per 
semester credit hour with a maximum fee of $30 per semester through FY 2000. 

·With the projected opening of the facility in FY 2001, the Recreational Facility Fee 
will increase to $5 per semester credit hour with a maximum fee of $30 per semes
ter. Annual debt service during the construction period is projected to be $619,875, 
assuming a 4.5% short-term borrowing rate. When the facility is open for use in 
FY 2001, the annual debt service is projected to be $1,200,967 based on a 
6% long-term borrowing rate with a 20-year amortization period. The annual debt 
service coverage for the facility is expected to be 1.2 times. The financing forecast 
for this project is set forth on Pages FPCC 31 - 32. 
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PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE 

I, the undersigned Assistant Vice Chancellor for Finance of The University of Texas 
System, a U. T. System Representative under the Amended and Restated Master 
Resolution Establishing The University of Texas System Revenue Financing 
System, (the "Master Resolution"), adopted by the U. T. Board of Regents ("Board") 
on February 14, 1991, and amended on October 8, 1993, and August 14, 1997, do 
hereby execute this certificate for the benefit of the Board pursuant to 
Section 5(a)(ii) of the Master Resolution in connection with the authorization by the 
Board to issue "Parity Debt" to finance the construction cost of the 
Recreation/Wellness Center at U. T. San Antonio, and do certify that to the best of 
my knowledge, the Board is in compliance with and not in default of any terms, 
provisions, and conditions in the Master Resolution, the First Supplemental 
Resolution Establishing the Revenue Financing System Commercial Paper 
Program, ("First Supplemental"), the Second Supplemental Resolution, the Third 
Supplemental Resolution, the Fourth Supplemental Resolution, the Fifth 
Supplemental Resolution, the Sixth Supplemental Resolution, and the Seventh 
Supplemental Resolution. 

EXECUTED this ._5 day of :JIJ.nU4.Y1f, 1999 
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Rec/Wellness Fee Per Semester Credit Hr 

Fiscal Year Semester Credit Hours 

Project J.cyel (AcDIII $) 

Rec/Wcllncss Center Beg Fund Bal 

Rcc/Wellness Fee Collections 

Other Revenues 
Tuiton Designated Transfer 

Total Rec!Wellness Revenues 

"T1 Rec!W ellness Expenses 
"1J Funds Available for Debt Service (") 
(") Debt Service 

Transfer to Plant Funds 
(.,) 

Change in Fund Balance ...... 

Beg. Fund Balance 

Total Current Unrestricted Revenues 
Total Current Unrestricted Expenditures 
Net Revenues 
Debt Service 
Other Mand. Transfers 
Total Maud. Transfers 

Non-Mand. Transfers 
Adjustments 
Net lnc./(Dec.) for Year 

End. Fund Balance 

Tbe University of Texas at San Antonio 
Recreation!WeUness Center 

..EY..2li ..EY..21 ~ ..EY..22.. 
$1/$30 $11$30 $11$30 

391,831 403,609 416,700 

Actual 

..EY..2li ..EY..21 ~ ..EY..22.. 
0 0 210,000 567,886 

0 389,605 402,372 416,700 

0 0 0 0 
210,000 210,000 560,000 

0 599,605 612,372 976,700 

0 0 (20,412) !107,000) 
0 599,605 591,960 869,700 

0 0 0 (245,457) 
(389,605) (234,074) 
210,000 624,243 

..fY..26._ ~ ..EY..22.. 
7.2 ll.5 14.1 22.6 

95.8 100.1 ll6.8 120.2 

(M.2l (2U) UQO.ll (lJl6..8). 
10.9 8.3 16.5 13.4 
(4.4) (4.9) (5.6) (8.1) 

£ll..!U £ll..!U ll.JI (ll.ll 
(4.4) (4.9) (5.6) (8.2) 

(1.5) o.s (2.0) (1.4) 

(ll.1) (1.2) (JI.1,l (ll.2j 

4.3 2.7 8.5 3.6 

11.5 22.6 26.2 

2.5 1.6 

.EYJlll ..EYJl.L ..EY..ll2_ ..EYJl.L 
$11$30 $5/$30 $5/$30 $5/$30 

424,752 432,993 441,430 449,981 

ForKast 

.EYJlll ..EYJl.L ..EY..ll2_ ..EY..Q1_ 

1,192,129 829,423 530,457 726,998 
424,752 1,243,655 1,267,925 1,292,560 

0 280,000 285,000 290,000 
560,000 430,000 430,000 430,000 
984,752 1,953,655 1,982,925 2,012,560 

(127,583) (551,654) (585,417) (620,718) 
857,169 1,402,001 1,397,508 1,391,842 

(619,875) (1,200,967) (1,200,967) (1,200,967) 
(600,000) (500,000) 
(362,706) (298,966) 196,541 190,875 

.EYJlll ..EYJl.L ..EY..ll2_ ..EY..Q1_ 

26.2 25.2 26.8 27.5 
125.9 133.7 137.2 138.6 

Ull.ll UJ..S..ll U22Ji.l (ill..4,) 

12.6 15.6 14.6 . 13.2 

(11.5) (12.4) (12.3) (11.2) 

(ll.ll (ll.ll (ll.ll (ll.l). 
(11.6) (12.5) (12.4) (11.3) 

(1.9) (1.3) (1.3) ( 1.3) 
(ll.2j (ll.2j (ll.2j (ll.2j 

(1.1) 1.6 0.7 0.4 
25.2 26.8 27.5 27.9 

1.2 



"T'I 
"'!l 
(") 
(") 
I 

w 
1\l 

ll I System CS jn mmjons) 

Available Revenues 
Operating Expenses 
Net Available for Debt Serv. 

Other Mandatory Transfers 

Debt Service 

Debt Servlce Covera e 
Debt Service to Operating Expenses 

The University of Texas at San Antonio 
Rec:reation!WeUness Center 

Actual 

.fY..2Ii._ ..EY..21. .fi.2a._ ..EY..22._ 

3,767.5 3,900.3 4,208.7 4,078.6 

(3,436.1) (3,657.7) (3,911.5) (3,849.9) 

331.4 242.6 297.2 228.7 

(17.1) (1.8) (1.1) (2.2) 

58.0) (73.5) (81.3) 

4.4 3.2 3.6 2.0 

1.7% 2.0% 2.1'Yo 2.9% 

Forecast 

.EY..llll ..EY.Jl.L .fY..ll2._ .EY..lU_ 

4,197.8 4,277.2 4,374.6 4,435.0 
(3,917.0) (4,003.0) (4,080.6) (4,164:4) 

280.8 274.2 294.0 270.6 
(3.0). (3.9) (3.8) (3.8) 

127.6) 136.4) (134.2) (125.8) 

2.2 2.0 2.1 2.1 
3.2'Yo 3.4% 3.3•/o 3.1% 



9. U. T. Medical Branch - Galveston - Keiller Building Laboratorv Expansion: 
Reguest to Amend the FY 1998-2003 Capital Improvement Program and the 
FY 1998 and FY 1999 Capital Budget and Appropriation of Funds.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Executive Vice Chancellor for Health Affairs, and President 
Stobo that the U. T. Board of Regents: 

a. Amend the FY 1998-2003 Capital Improvement Program 
and the FY 1998 and FY 1999 Capital Budget to modify 
funding for the Keiller Building Laboratory Expansion at 
U. T. Medical Branch -Galveston to $2,835,000 from 
Hospital Revenues and $2,835,000 from Gifts and Grants 

b. Appropriate funds of $2,835,000 from Hospital Revenues 
and $2,835,000 from Gifts and Grants for total project fund
ing. 

BACKGROUND INFORMATION 

The Keiller Building Laboratory Expansion project at U. T. Medical Branch -
Galveston is included in the FY 1998-2003 Capital Improvement Program and the 
FY 1998 and FY 1999 Capital Budget at a preliminary project cost of $5,670,000, 
with funding of $4,000,000 from Revenue Financing System Bond Proceeds, 
$170,000 from Hospital Revenues, and $1,500,000 from Gifts and Grants. It is 
requested that this previously approved funding be modified to accommodate a 
National Institutes of Health Construction Grant. The new total funding request 
for this renovation project is $2,835,000 from Hospital Revenues and $2,835,000 
from Gifts and Grants. 
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Approval of this item will amend the FY 1998-2003 Capital Improvement Program 
and the FY 1998 and FY 1999 Capital Budget for the Keiller Building Laboratory 
Expansion project at U. T. Medical Branch -Galveston at a preliminary project cost 
of $5,670,000, with funding of $2,835,000 from Hospital Revenues and $2,835,000 
from Gifts and Grants. 

10. U. T. M.D. Anderson Cancer Center- Faculty Center (Project No. 703-960): 
Request for Approval of Design Development Plans: Approval of Total Project 
Cost: Appropriation of Funds and Authorization of Expenditure: and Approval 
of Use of Revenue Financing System Parity Debt, Receipt of Parity Debt 
Certificate, and Finding of Fact with Regard to Financial Capacity.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Executive Vice Chancellor for Health Affairs, and President 
Mendelsohn that the U. T. Board of Regents: 

a. Approve design development plans for the Faculty Center at 
U. T. M.D. Anderson Cancer Center 

b. Approve a total project cost of $45,400,000 

c. Appropriate funds and authorize expenditure of $25,000,000 
from Revenue Financing System Bond Proceeds and 
$20,400,000 from Hospital Revenues for total project fund
ing. 

The Chancellor also concurs in the recommendation of the Executive Vice Chan
cellor for Business Affairs that, in compliance with Section 5 of the Amended and 
Restated Master Resolution Establishing The University of Texas System Revenue 
Financing System (the "Master Resolution"), adopted by the U. T. Board of Regents 
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on February 14, 1991, and amended on October 8, 1993, and August 14, 1997, and 
upon delivery of the Certificate of an Authorized Representative as set out on 
Page FPCC - 37, the U. T. Board of Regents resolves that: 

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

b. Sufficient funds will be available to meet the financial obli
gations of the U. T. System, including sufficient Pledged 
Revenues as defined in the Master Resolution to satisfy 
the Annual Debt Service Requirements of the Financing 
System, and to meet all financial obligations of the U. T. 
Board of Regents relating to the Financing System 

c. U. T. M.D. Anderson Cancer Center, which is a "Member'' as 
such term is used in the Master Resolution, possesses the 
financial capacity to satisfy its direct obligation as defined in 
the Master Resolution relating to the issuance by the U. T. 
Board of Regents of tax-exempt Parity Debt in the amount 
of $25,000,000 

d. This resolution satisfies the official intent requirements set 
forth in Section 1.150-2 of the U. S. Treasury Regulations. 

BACKGROUND INFORMATION 

The Faculty Center at U. T. M.D. Anderson Cancer Center is included in the 
FY 1998-2003 Capital Improvement Program and the FY 1998 and FY 1999 Capital 
Budget at a preliminary project cost of $45,400,000, with funding of $25,000,000 
from Revenue Financing System Bond Proceeds and $20,400,000 from Hospital 
Revenues. This project will provide approximately 325,000 square feet of new con
struction and will include office space, telemedicine and conference facilities, an 
academy for training and systems improvement, a copy center, mail services, a 
small food court, dock and building support areas, a sky bridge to the Rotary House, 
and site development. This project will provide office space to relocate most of the 
faculty and some administrative employees currently housed in leased space. 
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The debt is to be repaid from Hospital Revenues. Annual debt service during the 
construction period is projected to be $1,125,000, assuming a 4.5% short-term bor
rowing rate. When the Faculty Center is open for use in FY 2001, the annual debt 
service is projected to be $2,179,613 based on a 6% long-term borrowing rate with 
a 20-year amortization period. The financing forecast for this project is set forth on 
Page FPCC - 38. 
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PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE 

I, the undersigned Assistant Vice Chancellor for Finance of The University 
of Texas System, aU. T. System Representative under the Amended and 
Restated Master Resolution Establishing The University of Texas System 
Revenue Financing System, (the "Master Resolution"), adopted by the 
U. T. Board of Regents ("Board") on February 14, 1991, and amended on 
October 8, 1993, and August 14, 1997, do hereby execute this certificate 
for the benefit of the Board pursuant to Section 5(a)(ii) of the Master 
Resolution in connection with the authorization by the Board to issue 
"Parity Debt" to finance the construction cost of the Faculty Center at U. T. 
M.D. Anderson Cancer Center, and do certify that to the best of my 
knowledge, the Board is in compliance with and not in default of any 
terms, provisions, and conditions in the Master Resolution, the First 
Supplemental Resolution Establishing the Revenue Financing System . 
Commercial Paper Program, ("First Supplemental"), the Second 
Supplemental Resolution, the Third Supplemental Resolution, the Fourth 
Supplemental Resolution, the Fifth Supplemental Resolution, the Sixth 
Supplemental Resolution, and the Seventh Supplemental Resolution. 

EXECUTED this .5 day of JdAtAtLry. 1999 
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Beg. Fund Balance 

Total Current Umestricted Revenues 
Total Current Umestricted Expenditures 
Net Revenues 

Debt Service 
Other Mand. Transfers 

Tl Total Mand. Transfers 
"0 
(") Non-Mand. Transfers 
(") Adjustments 

w Net Inc./(Dec.) for Year 
CD End. Fund Balance 

Available Revenues 
Operating Expenses 
Net Available for Debt Serv. 

Other Mandatory Transfers 
Debt Service 

Debt Service Covera e 
Debt Service to Operating Expenses 

The University of Texas 
M. D. Anderson Cancer Center 

Faculty Center 

649.6 675.3 
(ill..U (6ll2.ll). 

57.4 66.2 88.3 

(2.4) (5.3) (6.2) 

!l.ll !l.ll !l.ll 
(2.4) (5.3) 
6.6 2.3 

£2.8..1) 1..0 
33.5 64.2 

360.7 424.9 

Actual 

..EY..26.. .fY.2L ..EY..2ll r ,,, 
~~i.~J 

3,767.5 3,900.3 4,208.7 ~ill 
(3,436.1) (3,657.7) 

~, 
(3,911.5)~)!rl 

331.4 242.6 297.3 hi> 
!~l~;j 
~;'Pl 

(17.1) (1.8) (1.1) ;/! 
(58.0) (73.5) (81 3) ~il 

. '\-·:-r 

4.4 3.2 3.6 
1.7% 2.0% 2.1% iiili 

445.0 

716.6 
(ill.2) 

41.4 

(9.3) 

!l.ll 
(9.3) 

(49.9) 

!l.ll 
(17.9) 
427.2 

.fY.22._ 

4,078.6 
(3,849.9) 

228.7 

(2.2) 
(111.1) 

2.0 
2.9% 

Forecast 

427.2 406.7 460.8 480.6 

729.8 744.8 760.1 775.8 
((i2.U) (1llUl (124.2) (lli.l) 

38.1 36.6 35.2 33.7 

(12.6) (17.4) (17.4) (17.4) 
!l.ll !l.ll !l.ll !l.ll 

(12.6) (17.4) (17.4) (17.4) 
(45.9) 34.8 2.0 2.0 

!l.ll !l.ll !l.ll !l.ll 
(20.4) 54.0 19.8 18.4 
406.7 460.8 480.6 498.9 

Forecast 

..EY..llll ..EY..liL ..EYJl2. _ff_m_ 

4,197.8 4,277.2 4,374.6 4,435.0 
(3,917.0) (4,003.0) (4,080.6) (4,164.4) 

280.8 274.2 294.0 270.6 

(3.0) (3.9) (3.8) (3.8) 
(127.6) (136,4) (134.2) (125.8) 

2.2 2.0 2.1 2.1 
3.2% 3.4% 33% 3.1% 
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BOARD OF REGENTS 
EXECUTIVE SESSION 

Pursuant to Texas Government Code 
Chapter 551, Sections 551.071 and 551.07 4 

Date: February 10, 1999 

Time: 9:30a.m. 

Place: Regents' Meeting Room, Ninth Floor, Ashbel Smith Hall 
201 West Seventh Street, Austin, Texas 

1. Consultation with Attorney Regarding Pending and/or Contemplated 
Litigation or Settlement Offers -Section 551.071 

U. T. Austin: Pending and Potential Contemplated 
Litigation 

2. Personnel Matters Relating to Appointment, Employment, Evalu
ation, Assignment, Duties, Discipline, or Dismissal of Officers 
or Employees- Section 551.074 

a. U. T. Austin: Evaluation and Deliberation of Terms 
of Reappointment of Head Football Coach and 
Assistant Coaches 

b. U. T. San Antonio: Consideration of Personnel 
Matters Related to the Possible Selection and 
Employment of a President 
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