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AUCTION AGREEMENT

THIS AUCTION AGREEMENT, dated as of ________, 200__ (the "Auction Agreement"), among the Board of Regents of The University of Texas System (the "Board"), _____________, ____________ banking corporation, as Paying Agent/Registrar (the "Paying Agent/Registrar"), and __________________________________, a ___________ banking corporation, as Auction Agent (together with its successors and assigns, the "Auction Agent");

WITNESSETH

WHEREAS, concurrently with the execution and delivery of this Auction Agreement, the Board is issuing $________________ of its Board of Regents of The University of Texas System Revenue Financing System Auction Rate Bonds, Series 200__ (the "Bonds"), pursuant to the Master Resolution Establishing The University of Texas System Revenue Financing System (the "Master Resolution") and the Thirteenth 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 (the "Thirteenth Supplement"), adopted by the Board on November 13, 2003 and the Award Certificate relating to the Bonds dated ___________, 200__ (the "Pricing Certificate" and, collectively with the Controlling Resolution and the Thirteenth Supplement, the "Resolution");


WHEREAS, the Bonds may consist of two or more subseries as provided in the Resolution; and


WHEREAS, at the direction of the Board, the Paying Agent/Registrar is entering into this Auction Agreement as agent for the Owners pursuant to the Resolution; and


WHEREAS, the Auction Agent is to perform certain duties set forth herein;


NOW, THEREFORE, the Board, the Paying Agent/Registrar and the Auction Agent hereby agree as follows:

ARTICLE I  
DEFINITIONS AND RULES OF CONSTRUCTION

Section 1.1.
Terms Defined by Reference to the Resolution.  Capitalized terms not defined herein shall have the respective meanings specified in Exhibits A, B and D to the Thirteenth Supplement.

Section 1.2.
Terms Defined Herein.  As used herein and in the exhibits hereto, the following terms shall have the following meanings, unless the context otherwise requires:


"Auction Agent Fee" means a fee equal to ___________ (______________) of 1% and payable pursuant to Section 3.4 hereof.


"Authorized Officer" shall mean (i) in the case of the Auction Agent, each Vice President, Assistant Vice President and Associate of the Auction Agent assigned to its Corporate Trust and Agency Services and every other officer or employee of the Auction Agent designated an "Authorized Officer" for purposes hereof in a written communication delivered to the Board, (ii) in the case of the Board, any U.T. System Representative, as defined in the Thirteenth Supplement, and (iii) in the case of the Paying Agent/Registrar, every officer or employee of the Paying Agent/Registrar designated as an "Authorized Officer" for purposes hereof in a written communication delivered to the Auction Agent.


"Broker-Dealer Agreement" shall mean each agreement among the Auction Agent, a Broker-Dealer and the Board substantially in the form attached hereto as Exhibit A hereto.


"Broker-Dealer Fee" shall mean, with respect to each Broker-Dealer, the fee calculated by the Auction Agent as provided in the related Broker-Dealer Agreement.


"Existing Owner" shall mean the owner of any beneficial interest in any Bonds as shown on the Register.


"Register" is defined in Section 2.2(c) hereof.


"Settlement Procedures" shall mean the Settlement Procedures attached hereto as Exhibit B.

Section 1.3.
Rules of Construction.  Unless the context or use indicates another or different meaning or intent, the following rules shall apply to the construction of this Auction Agreement.


(a)  Words importing the singular number shall include the plural number and vice versa.


(b)  The captions and headings herein are solely for the convenience of reference and shall not constitute a part of this Auction Agreement nor shall they affect its meaning, construction or effect.


(c)  The words "hereof," "herein," "hereby," "hereto" and "hereunder" and other words of similar import refer to this Auction Agreement as a whole and not to any particular Section, subsection or other subdivision.


(d)  All references herein to a particular time of day shall be to New York City time.


(e)  Each reference to the purchase, sale or holding of Bonds shall refer to beneficial ownership interests in Bonds unless the context clearly requires otherwise.


(f)  Unless the context clearly otherwise requires, all references herein to Section numbers are references to Sections of this Auction Agreement.


(g)  References herein to "Bonds" shall be deemed to refer to the Bonds of each subseries, if any.

ARTICLE II  
AUCTION


Section 2.1.
Purpose; Appointment; Incorporation by Reference of Auction Procedures and Settlement Procedures.


(a)  The Thirteenth Supplement provides that the interest rate on the Bonds for each Auction Period shall be the Auction Period Rate which shall be, except as otherwise provided therein, the rate per annum that the Auction Agent determines to have resulted from the implementation of the Auction Procedures.


(b) The Board hereby appoints __________________________________ as the Auction Agent.  __________________________________ hereby accepts such appointment and agrees to perform during the term of this Auction Agreement the Auction Procedures, Settlement Procedures and other duties herein, in each Broker-Dealer Agreement and in Exhibit B and Exhibit C to the Thirteenth Supplement specified to be performed by the Auction Agent.


(c)  The Auction Procedures and other provisions relating thereto contained in Exhibit C to the Thirteenth Supplement are hereby incorporated herein by reference in their entirety, and shall be deemed to be a part hereof to the same extent as if such provisions were expressly set forth herein. No amendment of any of the provisions of the Auction Procedures or any other provisions of the Thirteenth Supplement that adversely affects any right, duty or obligation of the Auction Agent shall be binding upon the Auction Agent without its consent.


Section 2.2.
Preparation for each Auction; Maintenance of Registry of Beneficial Owners.


(a)  Not later than seven days prior to any Auction Date for which any change in Broker-Dealers is to be effective (or such shorter period as shall be acceptable to the Auction Agent), the Board shall notify or cause to be notified the Auction Agent in writing of such change and, if such change is the addition of a Broker-Dealer, the Board shall cause to be delivered to the Auction Agent, for execution by the Auction Agent pursuant to Section 2.6(a) hereof, a Broker-Dealer Agreement manually signed by such Broker-Dealer. The Auction Agent shall be entitled to assume that there has been no change in Broker-Dealers unless and until it has actual receipt of such notification from an Authorized Officer of the Board.

(b) 
(i)  On each Auction Date, the Auction Agent shall determine, with respect to Bonds, the Maximum Auction Rate, the All Hold Rate and the Auction Period Rate. The Prevailing Rating(s) of the Bonds as of the Closing Date is AAA/AAA/Aaa and the Auction Multiple is 150%. Thereafter, if there shall have been a change in the Prevailing Rating of the Bonds, the Board shall supply by facsimile transmission, prior to 9:00 A.M. on the first Auction Date following such change, the new Prevailing Rating of the Bonds and the Auction Multiple. The Auction Agent may conclusively rely upon such information so obtained and shall be entitled to assume that there has been no change in the Prevailing Rating of the Bonds and the Auction Multiple unless it has been so notified by an Authorized Officer of the Board to the contrary. Not later than 9:30 A.M. on each Auction Date, the Auction Agent shall notify the Board and the Broker-Dealers by telephone (confirmed to the Board in writing or by facsimile transmission after the Auction) or other electronic communication acceptable to the parties of the Maximum Auction Rate, the All Hold Rate and the Index.


(ii)  Upon the occurrence of a default of the Board in the payment of principal of,  interest or premium on any Bonds after the same shall have become due, whether at maturity, upon call for redemption or on an Interest Payment Date (the "Payment Default"), the Paying Agent/Registrar shall forthwith notify the Auction Agent in writing of the same and upon actual receipt of such written notice, the Auction Procedures shall be suspended commencing on the date of the Auction Agent's actual receipt of notice of such Payment Default from the Paying Agent/Registrar, and the interest rate on the Bonds for each Auction Period commencing after the occurrence and during the continuance of such Payment Default to and including the Auction Period, if any, during which such Payment Default is cured will equal the Default Rate as determined on the first day of each such Auction Period as provided in the Thirteenth Supplement. If such Payment Default is later cured or waived, the Paying Agent/Registrar shall forthwith notify the Auction Agent of the same. The Auction Procedures shall resume two Business Days after the Auction Agent's actual receipt of such written notice of cure or waiver with the next Auction to occur on the next regularly scheduled Auction Date occurring at least two Business Days after such cure or waiver.

(c)
(i)  The Auction Agent shall maintain a registry of the beneficial owners of Bonds (the "Register") who shall constitute Existing Owners for purposes of Auctions and shall indicate thereon the identity of the respective Broker-Dealer of each Existing Owner, if any, on whose behalf such Broker-Dealer submitted the most recent Order in any Auction which resulted in such Existing Owner continuing to hold or purchase such Bonds. The Auction Agent shall keep such Register current and accurate, based on the information supplied to it. Each Broker-Dealer is required under the Broker-Dealer Agreement to which it is a party to deliver to the Auction Agent on the Closing Date a list of the initial Existing Owners that purchased such Bonds through such Broker-Dealer. The Auction Agent may conclusively rely upon, as evidence of the identities of the Existing Owners, the following: lists provided by a Broker-Dealer; the results of Auctions; notices from the Securities Depository regarding the results of redemptions or mandatory tenders; and notices from any Existing Owner, the Agent Member of any Existing Owner or the Broker-Dealer of any Existing Owner with respect to such Existing Owner's transfer of Bonds to another person and the Auction Agent shall be fully protected in so relying.


(ii)  The Paying Agent/Registrar shall provide to the Auction Agent any notice of redemption or mandatory tender of the Bonds at or before the time any such notice is first given by the Paying Agent/Registrar to any Owner thereof. In the event of any partial redemption or partial mandatory tender of the Bonds, the Auction Agent shall promptly request the Securities Depository to notify the Auction Agent of the Agent Members whose Bonds have been called for redemption or mandatory tender and the person or department at such Agent Member to contact regarding such redemption or mandatory tender and, within two Business Days after the Auction Agent's actual receipt of such information, the Auction Agent shall, request each such Agent Member to disclose to the Auction Agent (upon selection by such Agent Member of the Existing Owners whose Bonds are to be redeemed or purchased) the principal amount of Bonds of each such Existing Owner, if any, which are subject to such redemption or mandatory tender, provided the Auction Agent shall have been furnished with the name and telephone number of a person or department at such Agent Member from which it is to request such information. In the absence of actual receipt of receiving any such information with respect to an Existing Owner from such Existing Owner's Agent Member (or otherwise), the Auction Agent may continue to treat such Existing Owner as the beneficial owner of the principal amount of Bonds shown in the Auction Agent's Register.


(iii)  The Auction Agent may refuse to register a transfer of beneficial ownership of Bonds from an Existing Owner to another person unless (a) such transfer is pursuant to an Auction or (b) the Auction Agent has been notified in writing (I) in a notice in the form of Exhibit C to the Broker-Dealer Agreements by such Existing Owner, the Broker-Dealer or an Agent Member of such Existing Owner of such transfer, (II) in a notice in the form of Exhibit D to the Broker-Dealer Agreements by the Broker-Dealer of any person that purchased or sold such Bonds in an Auction of the failure of such Bonds to be transferred as a result of such Auction, or (III) in a notice from the Securities Depository regarding the results of mandatory tenders. In the event a notice referred to in the preceding clause (II) is received, the Auction Agent shall register the beneficial ownership of the Bonds covered thereby in the name of the Existing Owner thereof prior to the Auction referred to in such notice. The Auction Agent may in its discretion, but shall not be required to accept any notice delivered pursuant to the terms of the foregoing sentence if received by the Auction Agent after 3:00 P.M. on the Business Day immediately preceding an Auction Date.


(iv)  The Auction Agent may, but shall have no duty to, request the Broker-Dealers, as set forth in the Broker-Dealer Agreements, to provide the Auction Agent with a list of their respective customers that such Broker-Dealers believe are Existing Owners of Bonds. The Auction Agent shall not disclose such information so provided to any person other than the Board, the Paying Agent/Registrar and the Broker-Dealer that provided the same; provided, however, that the Auction Agent reserves the right and is authorized to disclose any such information if (A) it is ordered to do so by a court of competent jurisdiction or a regulatory, judicial or quasi-judicial agency or authority having the authority to compel such disclosure, (B) it is advised by its counsel that its failure to do so would be unlawful or (C) failure to do so would expose the Auction Agent to loss, liability, claim, damage or expense for which it has not received indemnity satisfactory to it.

(d)  In the event that the notice referred to in clause (vi) of paragraph (a) of the Settlement Procedures states an Auction Date that is subsequently changed, the Auction Agent, by such means as the Auction Agent deems practicable, shall give notice of the new Auction Date not later than 9:15 A.M. on the earlier of the new Auction Date or the original Auction Date.

(e)  The Auction Agent shall deliver a copy of any notice received by it from the Paying Agent/Registrar pursuant to clause (ii) of the foregoing paragraph (b) to the effect that an Event of Default has been cured or waived to the Broker-Dealers no later than the Business Day following its actual receipt thereof by telecopy or other electronic communication acceptable to the parties.


Section 2.3.
Auction Schedule. The Auction Agent shall conduct Auctions for the Bonds in accordance with the schedule set forth below. Such schedule may be changed by the Auction Agent if directed in writing by the Board to reflect then currently accepted market practices for similar auctions. The Auction Agent shall give written notice of any such change to the Board and each Broker-Dealer. Such notice shall be given prior to the close of business on the Business Day immediately preceding the first Auction Date on which any such change shall be effective.

	Time
	Event

	By 9:30 A.M.
	Auction Agent advises the Broker-Dealers of, with respect to the Bonds, the All Hold Rate, the Maximum Auction Rate and the Index, as set forth in Section 2.2(b)(i) hereof.

	9:30 A.M. - 1:00 P.M.
(11:00 A.M. in the case of a daily Auction Period)
	Auction Agent assembles information communicated to it by Broker-Dealers as provided in Section C-2.02 of Exhibit C to the Thirteenth Supplement (the "Auction Rate Exhibit"). Submission Deadline is 1:00 P.M. (11:00 A.M. in the case of a daily Auction Period).

	As soon as practical after 1:00 P.M. (by 11:30 A.M. in the case of a daily Auction Period)
	Auction Agent makes determination pursuant to Section C-2.03(b) of Exhibit C to the Auction Rate Exhibit.

	By approximately 3:00 P.M. but not later than the close of business (by 12:00 noon in the case of a daily Auction Period)
	Submitted Bids and Submitted Sell Orders are accepted and rejected and Bonds allocated as provided in Section C-2.04 of the Auction Rate Exhibit. Auction Agent gives notice of Auction results as set forth in Section 2.4 hereof.



Section 2.4.
Notice of Auction Results.  Following such Auction, the Auction Agent shall follow the notification procedures set forth in paragraph (a) of the Settlement Procedures. In addition, promptly after making the determinations required by Section C-2.03 of the Auction Rate Exhibit on each Auction Date, the Auction Agent shall give notice of the Auction Rate to the Board by telecopy or other electronic communication acceptable to the parties, and an Authorized Officer of the Paying Agent/Registrar shall promptly give notice of such Auction Rate to the Securities Depository.


Section 2.5.
Notices to Existing Owners. The Auction Agent shall be entitled to conclusively rely upon the address of each Existing Owner delivered by such Existing Owner in connection with any notice to Existing Owners required to be given by the Auction Agent pursuant to this Article II.


Section 2.6.
Broker-Dealers.


(a)  On the Closing Date the Auction Agent shall enter a separate Broker-Dealer Agreement with __________________ for the Bonds.  The Auction Agent shall from time to time enter into such other Broker-Dealer Agreements with respect to Bonds as the Board shall request and the written consent of the then-existing Broker-Dealers for the Bonds; provided, however, that such Broker-Dealer Agreements shall be effective with respect to an Auction only if the Auction Agent shall have actual receipt of a manually signed copy of such Broker-Dealer Agreement in the form of Exhibit A attached hereto prior to such Auction.


(b)  The Auction Agent shall terminate any Broker-Dealer Agreement as set forth therein if so directed by the Board in writing.


Section 2.7.
Ownership of Bonds.  Neither the Board nor any person controlled by the Board may submit any Order or Bid, directly or indirectly, in any Auction.  The Auction Agent shall have no duty to monitor or enforce compliance with this Section 2.7.


Section 2.8.
Access to and Maintenance of Auction Records.  Subject to Section 3.4 hereof, the Auction Agent shall afford to the Board and its agents, independent public accountants and counsel, access at reasonable times during normal business hours to all books, records, documents and other information concerning the conduct and results of Auctions; provided that the Board and any such agent, accountant or counsel of the Board shall furnish the Auction Agent with a letter from an Authorized Officer of the Board requesting that the Auction Agent afford such person access. Except as provided in Sections 3.1(d) and 5.1(b) hereof, the Auction Agent shall maintain records relating to any Auction for a period of two years after such Auction and such records shall, in reasonable detail, accurately and fairly reflect the actions taken by the Auction Agent hereunder. At the end of such two-year period the Auction Agent shall deliver copies of such records to the Board if the Board so requests. Subject to Section 3.4 hereof, the Auction Agent shall provide the Board with copies of any report the Auction Agent provides the Securities Depository concerning discrepancies between the records of the Auction Agent and the Securities Depository of the aggregate portions registered in each CUSIP number. The Auction Agent shall not be responsible for any actions of the Board or its agents, accountants or counsel for passing on confidential information as a result of access to the records of the Auction Agent.

ARTICLE III  
THE AUCTION AGENT


Section 3.1.
Duties and Responsibilities of the Auction Agent.


(a)  The Auction Agent is acting solely as agent of the Board and owes no duties, fiduciary or otherwise, to any person by reason of this Auction Agreement, except as otherwise stated herein, and no implied duties, fiduciary or otherwise, shall be read into this Auction Agreement.


(b)  The Auction Agent undertakes to perform such duties and only such duties as are expressly set forth herein, or expressly incorporated herein by reference pursuant to Section 2.1 hereof, to be performed by it, and no implied covenants or obligations shall be read into this Auction Agreement against the Auction Agent.


In the absence of willful misconduct or negligence on its part, the Auction Agent, whether acting directly or through agents or attorneys as provided in Section 3.2(d), shall not be liable for any action taken, suffered, or omitted or for any error of judgment made by it in the performance of its duties hereunder. The Auction Agent shall not be liable for any error of judgment made in good faith unless the Auction Agent shall have been negligent in ascertaining the pertinent facts necessary to make such judgment.


(c)  Upon termination of this Auction Agreement and at the Board's request, the Auction Agent shall promptly deliver to the Board, copies of the Auction records and accompanying documentation and any other documents referred to in Section 2.8 hereof to the extent not previously delivered to the Board.


(d)  The Auction Agent shall not be: (i) required to, and does not, make any representations nor have any responsibilities as to the validity, accuracy, value or genuineness of any signatures or endorsements, other than its own, or any document delivered pursuant to or as contemplated by this Auction Agreement; (ii) obligated to take any legal action hereunder that might, in its judgment, involve any expense or liability, unless it has been furnished with reasonable indemnity satisfactory to the Auction Agent; and (iii) responsible for or liable in any respect on account of the identity, authority or rights of any person executing or delivering or purporting to execute or deliver any document under this Auction Agreement or any Broker-Dealer Agreement.


(e)  The Auction Agent shall not be responsible or liable for any failure or delay in the performance of its obligations under this Auction Agreement arising out of or caused, directly or indirectly, by circumstances beyond its reasonable control, including without limitation, acts of God; earthquakes; fires; floods; wars; civil or military disturbances; terrorism; sabotage; epidemics; riots; interruptions, loss or malfunctions of utilities; computer (hardware or software) or communications service; accidents; labor disputes; acts of civil or military authority or governmental actions; it being understood that the Auction Agent shall use reasonable efforts which are consistent with accepted practices in the banking industry to resume performance as soon as practicable under the circumstances.


Section 3.2.
Rights of the Auction Agent.


(a)  The Auction Agent may conclusively rely upon, and shall be fully protected in acting or refraining from acting upon, any communication authorized hereby and upon any such written instruction, notice, request, direction, consent, report, certificate, share certificate or other instrument, paper or other document believed by it to be genuine. The Auction Agent shall not be liable for acting, or refraining from acting, in good faith upon any such communication authorized hereby (including, but not limited to, any communication made by telephone or other electronic communication acceptable to the parties), which the Auction Agent reasonably believes to have been given by the particular party or parties. To the extent permitted by law, the Auction Agent may record telephone communications with the Board, the Paying Agent/Registrar and the Broker-Dealers, and each of such parties may record telephone communications with the Auction Agent.


(b)  The Auction Agent shall not be required to advance, expend or risk its own funds or otherwise incur or become exposed to financial liability in the performance of its duties hereunder.


(c)  The Auction Agent may perform its duties and exercise its rights hereunder either directly or by or through agents or attorneys.


(d)  The Auction Agent shall have no obligation or liability in respect of the registration or exemption therefrom of the Bonds under federal or state securities laws in respect of the sufficiency or the conformity of any transfer of the Bonds pursuant to the terms of this Auction Agreement, any Broker-Dealer Agreement, the Thirteenth Supplement or any other document contemplated by any thereof.


Section 3.3.
Auction Agent's Disclaimer.  The Auction Agent makes no representations as to the correctness of the recitals in, and assumes no responsibility for the validity, accuracy or adequacy of this Auction Agreement, any Broker-Dealer Agreement, the Thirteenth Supplement or the Bonds or any Official Statement or any other offering material used in connection with the offer and sale of the Bonds.


Section 3.4.
Compensation and Expenses of the Auction Agent.  the Board shall pay (i) the Auction Agent Fee for the Bonds on the first Interest Payment Date following the Closing Date and annually thereafter, and (ii) upon request of the Auction Agent, reasonable out-of-pocket expenses, disbursements and advances incurred or made by the Auction Agent in accordance with this Auction Agreement and any Broker-Dealer Agreement (including the reasonable compensation, expenses and disbursements of its agents and counsel), except any expense, disbursement or advance attributable to the negligence or willful misconduct of the Auction Agent. The Auction Agent Fee represents compensation for the services of the Auction Agent in conducting Auctions for the benefit of the beneficial owners of the Bonds. The Auction Agent Fee may be adjusted from time to time with the approval of an Authorized Officer upon a written request of the Auction Agent delivered to the Board. To the extent permitted by law, the Board shall indemnify the Auction Agent, its directors, officers, agents and employees for, and hold it harmless against any loss, liability or expense incurred without negligence or willful misconduct on its part arising out of or in connection with its agency under the Auction Agreement and Broker-Dealer Agreement, including the costs and expenses of defending itself, its directors, officers, agents and employees against any claim of liability in connection with its exercise or performance of any of its duties thereunder, except such as may result from negligence or willful misconduct.


Section 3.5.
Broker-Dealer Fee. The Broker-Dealer Fee shall be calculated by the Auction Agent, which shall be conclusive absent manifest error. The Broker-Dealer Fee shall be communicated by the Auction Agent to the Board and the Paying Agent/Registrar by 4:00 P.M., New York City time, on the Business Day immediately preceding each Interest Payment Date. At or before 10:00 A.M. on each Interest Payment Date, the Board shall pay to the Paying Agent/Registrar the amount due to the Broker-Dealer.  By noon on each Interest Payment Date, the Paying Agent/Registrar shall deliver to the Auction Agent the amount constituting the Broker-Dealer Fee, by wire transfer of immediately available funds to such account as the Auction Agent may designate. The amount constituting the Broker-Dealer Fee shall be held by the Auction Agent on behalf of the Broker-Dealer and, immediately upon actual receipt of such Broker-Dealer Fee, the Auction Agent shall deliver such Broker-Dealer Fee to the Broker-Dealer pursuant to the written instructions of the Broker-Dealer. If any Existing Owner who acquired Bonds through a Broker-Dealer transfers any such Bonds to another person other than pursuant to an Auction, the Broker-Dealer for the Bonds so transferred shall continue to be the Broker-Dealer with respect to such Bonds; provided, however, that if the transfer was effected by, or if the transferee is, another person who has met the requirements specified in the definition of "Broker-Dealer" contained in the Auction Rate Exhibit and executed a Broker-Dealer Agreement, such person shall be the Broker-Dealer for such Bonds.

ARTICLE IV  
REPRESENTATIONS AND WARRANTIES
OF THE PAYING AGENT/REGISTRAR,
THE BOARD AND THE AUCTION AGENT


Section 4.1.
Representations and Warranties of the Paying Agent/Registrar.  The Paying Agent/Registrar hereby represents and warrants that:


(a)  this Auction Agreement has been duly and validly authorized, executed and delivered by the Paying Agent/Registrar and constitutes the legal, valid and binding obligation of the Paying Agent/Registrar;


(b)  neither the execution and delivery of this Auction Agreement, the consummation of the transactions contemplated hereby nor the fulfillment of or compliance with the terms and conditions of this Auction Agreement will conflict with, or violate or result in a breach of the terms, conditions or provisions of, or constitute a default under the organizational documents of the Paying Agent/Registrar, any law or regulation, any order or decree of any court or public authority or corporation having jurisdiction over such party, or any mortgage, resolution, contract, agreement or undertaking to which the Paying Agent/Registrar is a party or by which it is bound; and


(c)  any approvals, consents and orders of any governmental corporation, legislative body, board, agency or commission having jurisdiction over the Paying Agent/Registrar which would constitute a condition precedent to or the absence of which would materially adversely affect the due performance by the Paying Agent/Registrar of its obligations under this Auction Agreement have been obtained.


Section 4.2.
Representations and Warranties of the Board.  The Board hereby represents and warrants that:


(a)  this Auction Agreement has been duly and validly authorized, executed and delivered by the Board and constitutes the legal, valid and binding obligation of the Board;


(b)  neither the execution and delivery of this Auction Agreement, the consummation of the transactions contemplated hereby nor the fulfillment of or compliance with the terms and conditions of this Auction Agreement will conflict with, or violate or result in a breach of the terms, conditions or provisions of, or constitute a default under the organizational documents of the Board, any law or regulation, any order or decree of any court having jurisdiction over such party, or any mortgage, resolution, contract, agreement or undertaking to which the Board is a party or by which any of them are bound; and


(c)  any approvals, consents and orders of any legislative body, board, agency or commission having jurisdiction over the Board which would constitute a condition precedent to or the absence of which would materially adversely affect the due performance by the Board of its obligations under this Auction Agreement have been obtained.


Section 4.3.
Representations and Warranties of the Auction Agent.  The Auction Agent hereby represents and warrants that this Auction Agreement has been duly and validly authorized, executed and delivered by the Auction Agent and constitutes the legal, valid and binding limited obligation of the Auction Agent.

ARTICLE V  
MISCELLANEOUS


Section 5.1.
Term of Agreement.


(a)  This Auction Agreement shall remain in effect until (i) all Bonds (x) are no longer Outstanding, (y) mature, or (z) are purchased on a Mode Change Date pursuant to Exhibit B to the Thirteenth Supplement, (ii) the Bonds are no longer held by the Securities Depository in book-entry form, (iii) this Auction Agreement shall be terminated as provided in this Section, or (iv) the Auction Agent is removed as provided in this Section. the Board may terminate the Auction Agent by giving at least fifteen (15) days notice to the Auction Agent and each Broker-Dealer; provided, however, that a successor Auction Agent has been appointed. The Auction Agent may terminate this Auction Agreement by giving at least ninety (90) days notice to the Board and the Paying Agent/Registrar (and shall give notice of the same to each Broker-Dealer); provided, however, that a successor Auction Agent has been appointed.    In the event the Auction Agent has not been compensated for its services rendered hereunder, the Auction Agent may terminate this Auction Agreement by giving at least thirty (30) days notice to the Board (and shall give notice of the same to each Broker-Dealer), and upon the expiration of such thirty (30) days, the Auction Agent may resign even if a successor Auction Agent has not been appointed.


(b)  Except as otherwise provided in this paragraph (b), the respective rights and duties of the Board, the Paying Agent/Registrar and the Auction Agent under this Auction Agreement shall cease upon termination of this Auction Agreement. The representations and warranties of the Board, the Paying Agent/Registrar and the Cities contained herein, and the rights of the Auction Agent under Sections 3.2 and 3.4 hereof, shall survive the termination hereof. Upon termination of this Auction Agreement, the Auction Agent shall be deemed to have resigned as Auction Agent under each of the Broker-Dealer Agreements and, upon request of the Board, shall promptly deliver to the Board copies of all books and records maintained by it in connection with its duties hereunder.


Section 5.2.
Communications. Except for (a) communications authorized to be by telephone pursuant to this Auction Agreement or the Auction Procedures and (b) communications in connection with Auctions (other than those expressly required to be in writing), all notices, requests and other communications to any party hereunder shall be in writing (for purposes of this Auction Agreement, telecopy or other electronic communication acceptable to the parties) and shall be given to such party, addressed to it, at its address or telecopy number for purposes of this Auction Agreement, set forth below:

	If to the Board, addressed:


	Office of Finance

702 Colorado Street, Suite 2.500

Austin, TX  78701 

Attention:  Director of Finance

Telephone No.:  (512) 499-4494

Facsimile No.:  (512) 322-3786

	
	

	If to the Paying Agent/Registrar:
	__________________

__________________

__________________

Attention: 

Telephone No.: 

Facsimile No.:  

	
	

	If to the Auction Agent, addressed:
	__________________

__________________

__________________

Attention: 

Telephone No.: 

Facsimile No.:  


or such other address, telecopier number or e-mail address as such party may hereafter specify for such purpose by notice to the other parties. Each such notice, request or communication shall be effective (a) if given by telecopy, when such telecopy is transmitted to the telecopier number specified herein or (b) if given by any other means, when delivered at the address specified herein. Communications shall be given on behalf of the parties hereto by one of their respective Authorized Officers.


Section 5.3.
Entire Agreement.  This Auction Agreement contains the entire agreement between the parties hereto relating to the subject matter hereof, and there are no other representations, endorsements, promises, agreements or understandings, oral, written or inferred, between the parties hereto relating to the subject matter hereof.


Section 5.4.
Benefits; Successors and Assigns.  This Auction Agreement shall be binding upon the Board, the Paying Agent/Registrar and the Auction Agent and their respective successors and assigns. This Auction Agreement shall inure to the benefit of and be enforceable by the Board, the Paying Agent/Registrar and the Auction Agent and their respective successors and assigns. Nothing herein, express or implied, shall give to any person, other than the Board, the Paying Agent/Registrar and the Auction Agent and their respective successors or assigns, any benefit of any legal or equitable right, remedy or claim hereunder, except as otherwise expressly stated, other than the rights expressly granted to the Board herein.


Section 5.5.
Amendment, Waiver. 


(a)  This Auction Agreement shall not be deemed or construed to be modified, amended, rescinded, cancelled or waived, in whole or in part, except by written instrument signed by a duly Authorized Officer of the parties hereto.


(b)  The failure of any party hereto to exercise any right or remedy hereunder in the event of a breach hereof by the other party shall not constitute a waiver of any such right or remedy with respect to any subsequent breach.


Section 5.6.
Severability.  If any clause, provision or section hereof shall be ruled invalid or unenforceable by any court or competent jurisdiction, the invalidity or unenforceability of such clause, provision or section shall not affect any of the remaining clauses, provisions or sections hereof.


Section 5.7.
Execution in Counterparts; Effectiveness of Auction Agreement. This Auction Agreement may be executed in several counterparts, each of which shall be an original and all of which shall constitute but one and the same instrument. This Auction Agreement shall take effect immediately upon the execution and delivery hereof. Notwithstanding the actual effective date hereof, for convenience and purposes of reference this Auction Agreement shall be dated as of ___________, 200__.


Section 5.8.
Governing Law; Jurisdiction.  This Auction Agreement shall be deemed to be a contract made under and shall be construed in accordance with and governed by the laws of the State of Texas; provided that the Auction Agent's obligations hereunder shall be construed in accordance with and governed by the laws of the State of New York.  Each party hereby consents to the jurisdiction of a state or federal court situated in Travis County, Texas in connection with any dispute arising hereunder. Each party hereby irrevocably waives, to the fullest extent permitted by applicable law, any objection which it may now or hereafter have to the laying of venue of any such proceeding brought in such a court and any claim that such proceeding brought in such a court has been brought in an inconvenient forum.


[Signature Page of this Agreement Follows]


IN WITNESS WHEREOF, the parties hereto have caused this Auction Agreement to be duly executed and delivered by their proper and duly authorized officers as of the date first above written.

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM

By: ______________________________


Authorized Signatory

__________________________________

as Auction Agent


By: ___________________________


Authorized Signatory

___________________________________,
as Paying Agent/Registrar

By: ___________________________


Authorized Signatory

EXHIBIT A

Form of Broker-Dealer Agreement 

[See separate Broker-Dealer Agreement]

EXHIBIT B

SETTLEMENT PROCEDURES


(a)  On each Auction Date, the Auction Agent shall notify, by telephone or other electronic communication acceptable to the parties, each Broker-Dealer that participated in the Auction held on such Auction Date and submitted an Order on behalf of any Existing Owner or Potential Owner of:

(i)
the Auction Period Rate on Bonds fixed for the succeeding Auction Period or, in the case of Bonds in a daily Auction Period, the Auction Period Rate on the Bonds fixed for the current Auction Period;

(ii)
whether Sufficient Clearing Bids existed for the determination of the Winning Bid Rate;

(iii)
if such Broker-Dealer submitted a Bid or a Sell Order on behalf of an Existing Owner, whether such Bid or Sell Order was accepted or rejected, in whole or in part, and the principal amount of Bonds, if any, to be sold by such Existing Owner;

(iv)
if such Broker-Dealer submitted a Bid on behalf of a Potential Owner, whether such Bid was accepted or rejected, in whole or in part, and the principal amount of Bonds, if any, to be purchased by such Potential Owner;

(v)
if the aggregate principal amount of Bonds to be sold by all Existing Owners on whose behalf such Broker-Dealer submitted Bids or Sell Orders is different from the aggregate principal amount of Bonds to be purchased by all Potential Owners on whose behalf such Broker-Dealer submitted a Bid, the name or names of one or more other Broker-Dealers (and the Agent Member, if any, of each such other Broker-Dealer) and the principal amount of Bonds to be (A) purchased from one or more Existing Owners on whose behalf such other Broker-Dealers submitted Bids or Sell Orders or (B) sold to one or more Potential Owners on whose behalf such Other Broker-Dealers submitted Bids; and

(vi)
the immediately succeeding Auction Date.


(b)  On each Auction Date, each Broker-Dealer that submitted an Order on behalf of any Existing Owner or Potential Owner shall:

(i)
advise each Existing Owner and Potential Owner on whose behalf such Broker-Dealer submitted a Bid or Sell Order whether such Bid or Sell Order was accepted or rejected, in whole or in part;

(ii)
instruct each Potential Owner on whose behalf such Broker-Dealer submitted a Bid that was accepted, in whole or in part, to instruct such Potential Owner's Agent Member to pay to such Broker-Dealer (or its Agent Member) through the Securities Depository the amount necessary to purchase the principal amount of Bonds to be purchased pursuant to such Bid (including, with respect to the Bonds in a daily Auction Period, accrued interest if the purchase date is not an Interest Payment Date for such Bond) against receipt of such principal amount of Bonds;

(iii)
instruct each Existing Owner on whose behalf such Broker-Dealer submitted a Sell Order that was accepted or a Bid that was rejected, in whole or in part, to instruct such Existing Owner's Agent Member to deliver to such Broker-Dealer (or its Agent Member) through the Securities Depository the principal amount of Bonds to be sold pursuant to such Bid or Sell Order against payment therefor;

(iv)
advise each Existing Owner on whose behalf such Broker-Dealer submitted an Order and each Potential Owner on whose behalf such Broker-Dealer submitted a Bid of the Auction Period Rate for the next succeeding Auction Period or, in the case of Bonds in a daily Auction Period, the Auction Period Rate for the current Auction Period;

(v)
advise each Existing Owner on whose behalf such Broker-Dealer submitted an Order of the Auction Date of the next succeeding Auction; and

(vi)
advise each Potential Owner on whose behalf such Broker-Dealer submitted a Bid that was accepted, in whole or in part, of the Auction Date of the next succeeding Auction.


(c)  On the basis of the information provided to it pursuant to paragraph (a) above, each Broker-Dealer that submitted a Bid or Sell Order shall allocate any funds received by it pursuant to subparagraph (b)(ii) above, and any Bonds received by it pursuant to (b)(iii) above, among the Potential Owners, if any, on whose behalf such Broker-Dealer submitted Bids and the Existing Owners, if any, on whose behalf such Broker-Dealer submitted Bids or Sell Orders and any Broker-Dealer identified to it by the Auction Agent pursuant to subparagraph (a)(v) above.


(d)  On the Business Day after the Auction Date or, in the case of Bonds in a daily Auction Period, on such Auction Date, the Securities Depository shall execute the transactions described above, debiting and crediting the accounts of the respective Agent Members as necessary to effect the purchase and sale of Bonds as determined in the Auction.
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