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THE UNIVERSITY OF TEXAS SYSTEM

CALENDAR

Place: Dining Room Area of Student Lounge
Classroom Building
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4901 East University
Odessa, Texas
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Thursday, December 5, 1985
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AGENDA FOR MEETING
OF
BOARD OF REGENTS
OF
THE UNIVERSITY OF TEXAS SYSTEM

Date and Time: Thursday, December 5, 1985, from 1:30 p.m.
Until Recess
Friday, December 6, 1985, from 9:00 a.m.
Until Adjournment

Place: Dining Room Area of Student Lounge, Classroom Building
U. T. Permian Basin

A. CALL TO ORDER
B. WELCOME BY PRESIDENT LEACH

C. APPROVAL OF MINUTES OF REGULAR MEETING HELD OCTO-
BER 10-11 AND SPECIAL MEETING HELD OCTOBER 24, 1985

D. INTRODUCTION OF COMPONENT GUESTS

1. U. T. Arlington - President Nedderman

2. U. T. Austin - President Cunningham

3 U. T. Dallas - President Rutford

4. U. T. E1 Paso - Mr. Wynn Anderson

5. U. T. Permian Basin - President Leach

6 U. T. San Antonio - President Wagener

7. U. T. Tyler - President Hamm

8. U. T. Institute of Texan Cultures - San Antonio -
Interim Executive Director McGiffert

9. U. T. Health Science Center -~ Dallas -

President Sprague
10. U. T. Medical Branch - Galveston - President Levin

11. U. T. Health Science Center - Houston -
President Bulger

12. U. T. Health Science Center - San Antonio -
President Howe

13. U. T. Cancer Center - President LeMaistre

14. U. T. Health Center - Tyler - Director Hurst

15. Others
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SPECIAL ITEM

U. T. System: Matters Related to the Issuance of Perma-
nent University Fund Variable Rate Bonds.--

RECOMMENDATION

As a supplement to traditional long-term bond issues, the
Office of the Chancellor recommends that the U. T. Board
of Regents authorize the Office of Asset Management to
enter into a financing program that includes the immediate
issuance of up to $75 million in debt instruments in the
form of variable rate notes, flexible rate notes, term
rate notes or a revolving credit note with the provision
that the program may be increased to $100 million by the
U. T. Board of Regents at a future meeting.

Specifically, it is recommended that the U. T. Board of
Regents:

a. Approve the Resolution authorizing the issuance
of obligations 1in an aggregate principal amount
not to exceed $100,000,000 to provide financing
to pay Project Costs for Eligible Projects;
authorizing such obligations to be issued, sold
and delivered in various forms, including flex-
ible rate notes, term rate notes, variable rate
notes and a revolving credit note, and prescrib-
ing the terms, features and characteristics of
such instruments; approving and authorizing
certain authorized officers and employees to
act on behalf of the Board of Regents of The
University of Texas System in the selling and
delivery of such obligations, within the limi-
tations and procedures specified herein; making
certain covenants and agreements in connection
therewith; resolving other matters incident and
related to the issuance, sale, security and
delivery of such obligations, substantially in
the form set forth in Attachment A (In approv-
ing the Resolution the Board will be approving
a Revolving Credit Agreement substantially in
the form set forth in Attachment B; a Notice
of Sale and Bidding Instructions document sub-
stantially in the form set out in Attachment C;
an Issuing and Paying Agency Agreement substan-
tially in the form set forth in Attachment D; a
Remarketing Agreement substantially in the form
set forth in Attachment E; a Dealer Agreement
substantially in the form set forth in Attach-
ment F; and a Trust Agreement between The Uni-
versity of Texas System [as Trustor] and the
State Treasurer [as Trustee] substantially in
the form set forth in Attachment G)

b. Appoint McCall, Parkhurst & Horton of Dallas,
Dallas County, Texas, and Vinson & Elkins of
Houston, Harris County, Texas, as co-bond
counsel

C. Appoint Goldman Sachs & Co., New York, New York,
as Dealer/Remarketing Agent

BofR -2



SUPPLEMENTAL MATERIAL
SPECIAL ITEM

December 5-6, 1985

U. T. System: Matters Related to the Issuance of
Permanent University Fund Variable Rate Bonds.--

RECOMMENDAT ION

As a supplement to traditional long~term bond issues, the
Office of the Chancellor recommends that the U. T. Board of
Regents authorize the Office of Asset Management to enter into
a financing program that includes the issuance of $100 million
in debt instruments in the form of commercial paper notes,
variable rate notes, and a revolving credit note.

Specifically, it is recommended that the U. T. Board of
Regents:

a. Approve the Resolution authorizing the issuance of
obligations in an aggregate principal amount not to
exceed $100,000,000 to provide financing to pay
Project Costs for Eligible Projects; authorizing
such obligations to be issued, sold and delivered in
various forms, including commercial paper notes,
variable rate notes and a revolving credit note, and
prescribing the terms, features and characteristics
of such instruments; approving and authorizing
certain authorized officers and employees to act on
behalf of the Board of Regents of The University of
Texas System in the selling and delivery of such
obligations, within the limitations and procedures
specified herein; making certain covenants and
agreements in connection therewith; resolving other
matters incident and related to the issuance, sale,
security and delivery of such obligations, substan-
tially in the form set forth in Attachment A (In
approving the Resolution the Board will be approving
a Credit Agreement substantially in the form set
forth in Attachment B; a Notice of Sale and Bidding
Instructions document substantially in the form set
out in Attachment C; an Issuing and Paying Agency
Agreement substantially in the form set forth in
Attachment D; a Remarketing Agreement substantially
in the form set forth in Attachment E; an Official
Statement substantially in the form set forth in
Attachment F; and a Trust Agreement between The
University of Texas System [as Trustor] and the
State Treasurer [as Trustee] substantially in the
form set forth in Attachment G)

b. Appoint McCall, Parkhurst & Horton of Dallas, Dallas
County, Texas and Vinson & Elkins of Houston, Harris
County, Texas as co-bond counsel

c. Appoint Goldman Sachs & Co., New York, New York, as
Dealer/Remarketing Agent

d. Appoint Morgan Guaranty Trust Company, New York, New
York as Paying Agent/Registrar and Tender Agent

B of R - 2a



e. Appoint the following positions in U. T. System
Administration, or their successors in function, as
Authorized Representatives pursuant to the terms of
the Resolution and its exhibits:

(1) Executive Vice Chancellor for Asset Management
(2) Manager of Debt Administration

(3) Director of Asset Strategy and Planning

(4) Vice Chancellor and General Counsel

(5) Manager of Endowment Real Estate

f. Authorize the Executive Vice Chancellor for Asset
Management to establish an appropriate account or
accounts for the payment of Bond Counsel, Dealer,
Paying Agent/Registrar fees, and other miscellaneous
costs out of bond proceeds

g. Repeal that certain Resolution adopted at Meeting
Number 807, February 1985, found on Page 36 of the
bound Minutes of that meeting and captioned as
follows: "RESOLUTION MAKING COVENANTS AS TO THE
INVESTMENT OF THE PERMANENT UNIVERSITY FUND IN
CONNECTION WITH PERMANENT UNIVERSITY FUND BONDS AND
NOTES AND COVENANTING TO MAKE PROMPT TRANSFER OF
INCOME TO THE TEXAS A&M UNIVERSITY SYSTEM OF ITS PART
OF THE INCOME FROM THE PERMANENT UNIVERSITY FUND"

BACKGROUND INFORMATION

Financing eligible projects with variable rate bonds will
enable the U. T. Board of Regents to borrow at short term rates
substantially below those of fixed rate 20 year serial bonds.
The financing program envisions bonds with a final maturity not
to exceed 30 years and a lien subordinate to the Refunding -
Bonds and any Additional Parity Bonds. Interest rate options
would include: a) commercial paper rates (from 1 to 270 days),
b) wvariable rates computed on a flexible, daily, weekly,
monthly, quarterly, semi-annual, or term basis, and c) con-
version to a fixed rate basis. The notes would be sold and
remarketed through a remarketing agent and delivered and paid
through a New York paying and tender agent.

It is anticipated that the Office of Asset Management, Bond
Counsel, the Office of General Counsel, and the designated
Dealer/Remarketing Agent will make necessary presentations at
the meeting.
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12/4/85

ATTACHMENT A

A RESOLUTION approving and authorizing the issu-
ance of obligations in an aggregate principal
amount at any one time outstanding of not to
exceed $100,000,000 (except for a promissory note
which may be in the ©principal amount of
$109,000,000) to provide interim financing to pay
Project Costs for Eligible Projects; authorizing
such obligations to be issued, sold and delivered
in wvarious forms, including commercial paper
notes, variable rate notes and a revolving note,
and prescribing the terms, features and charac-
teristics of such instruments; approving and
authorizing certain authorized officers and
employees to act on behalf of the Board of Regents
of The University of Texas System in the selling
and delivery of such obligations, within the
limitations and procedures specified herein;
making certain covenants and agreements in con-
nection therewith; resolving other matters inci-
dent and related to the issuance, sale, security
and delivery of such obligations, including the
approval of an Issuing and Paying Agent/Registrar
Agreement, Credit Agreement, Trust Agreement with
the Texas State Treasurer, Official Statement and
Remarketing Agreement; and providing an effective
date.
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DRAFT 12/4/85

A RESOLUTION approving and authorizing the issu-
ance of obligations in an aggregate principal
amount at any one time outstanding of not to
exceed $100,000,000 (except for a promissory note
which may be in the principal amount of
$109,000,000) to provide interim financing to pay
Project Costs for Eligible Projects; authorizing
such obligations to be issued, sold and delivered
in various forms, including commercial paper
notes, variable rate notes and a revolving note,
and prescribing the terms, features and charac-
teristics o0f such instruments; approving and
authorizing certain authorized officers and
employees to act on behalf of the Board of Regents
of The University of Texas System in the selling
and delivery of such obligations, within the
limitations and procedures specified herein;
making certain covenants and agreements in con-
nection therewith; resolving other matters inci-
dent and related to the issuance, sale, security
and delivery of such obligations, including the
approval of an Issuing and Paying Agent/Registrar
Agreement, Credit Agreement, Trust Agreement with
the Texas State Treasurer, Official Statement and
Remarketing Agreement; and providing an effective
date.

WHEREAS, the Board of Regents (the "Board") of The
University of Texas System (the "System") hereby determines
to issue obligations pursuant to the provisions of Section
18 of Article VII of the Constitution of the State of Texas,
Article 717q, V.A.T.C.S., as amended and Chapter 919, Acts
of the 69th Legislature, Regular Session, 1985 (codified as
Section 65.46, Texas Education Code) to provide interim
financing for Eligible Projects (hereinafter defined); and

WHEREAS, an amendment to Section 18 of Article VII of
the Texas Constitution, adopted by vote of the people of
Texas on November 6, 1984 (the "1984 Constitutional 2Amend-
ment"”) authorizes the Board to issue bonds and notes not to
exceed a total amount of twenty percent of the cost value of
investments and other assets of the Permanent University
Fund (hereinafter defined) (exclusive of real estate) at the
time of issuance thereof, and to pledge all or any part of
its two-thirds interest in the Available University Fund
(hereinafter defined) to secure the payment of the principal
and interest of those bonds and notes, for the purpose of



acquiring land either with or without permanent improve-
ments, constructing and equipping buildings or other perma-
nent improvements, major repair and rehabilitation of
buildings and other permanent improvements, acquiring
capital egquipment and library books and library materials,
and refunding bonds or notes issued. under such section or
prior law, at or for the System administration and certain
component institutions of the System; and

WHEREAS, the Board has issued its Board of Regents of
The University of Texas System Permanent University Fund
Refunding Bonds, Series 1985 pursuant to the 1984 Constitu-
tional Amendment, being payable from and secured by a first
lien on and pledge of the Interest of the University (here-
inafter defined) in the Available University Fund; and

WHEREAS, the Board hereby finds that the purposes for
which the Board may issue bonds and notes constitute a
"public utility", as contemplated by Article 717q,
V.A.T.C.S., as amended; and

WHEREAS, the Board intends to fund or refund the herein
authorized interim obligations through the issuance of its
bonds or notes pursuant to the Constitutional Amendment
(hereinafter defined); and

WHEREAS, arrangements relating to such interim financ-
ing have been settled and the Board hereby finds and deter-
mines that the issuance of obligations, including commercial
paper notes, variable rate notes, and a promissory note,
subject to the terms, conditions, and limitations hereinaf-
ter prescribed, should be approved and authorized at this
time; now, therefore,

BE IT RESOLVED BY THE BOARD OF REGENTS OF THE UNIVERSI-
TY OF TEXAS SYSTEM:

ARTICLE I
DEFINITIONS

Section 1.01. Definitions. Unless the context shall
indicate a contrary meaning or intent, the terms below
defined, for all purposes of this resolution or any resolu-
tion amendatory or supplemental hereto, shall be construed,
are used and are intended to have the following meanings,
to=- wit:

"Acts" shall mean, collectively, Article 717q,
V.A.T.C.S., as amended, and Chapter 919, Acts of the 6Sth
Legislature, Regular Session, 1985 (codified as Section
65.46, Texas Education Code).



"Advances" shall have the same meaning given said term
in the Agreement.

"Agreement" or "Credit Agreement" shall mean the Credit
Agreement approved and authorized to be entered into by
Section 2.05, as from time to time amended or supplemented,
or other <credit facility provided in lieu thereof 1in
accordance with the provisions of Section 6.04(a).

"Authorized Representative" shall mean one or more of
the following officers or employees of the System, to-wit:
the Executive Vice Chancellor for Asset Management, the Vice
Chancellor and General Counsel, the Director of Asset
Strategy and Planning, the Manager of Debt Administration,
and the Manager of Endowment Real Estate or such other
officer or employee of the System authorized by the Board to
act as an Authorized Representative.

"Available University Fund" shall mean, as provided in
the Constitutional Amendment, all of the dividends, inter-~
est, and other income from the Permanent University Fund
(less administrative expenses), including the net income
attributable to the surface of Permanent University Fund
land.

"Bank" shall mean MBank Dallas, N.A., Dallas, Texas, a
national banking association or any subsequent lender which
becomes a party to the Agreement.

"Board of Regents" or "Board" shall mean the Board of
Regents of the System.

"Bond Counsel" shall mean Messrs. McCall, Parkhurst &
Horton, and Messrs. Vinson & Elkins.

"Bond Resolution" shall mean, collectively, the resolu-
tions authorizing any Fund Priority Obligations.

"Business Day" shall mean any day (a) when banks are
open for business in Dallas, Texas, and Austin, Texas and
(b) when banks are not authorized to be closed in New York,
New York.

"Commercial Paper Note" shall mean a Note issued
pursuant to the provisions of this Resolution, having the
terms and characteristics specified in Section 2.03 and in
the form described in Section 2.07(a).

"Constitutional Amendment" shall mean the 1984 Consti-
tutional Amendment, and any amendment thereto or any other
amendment to the Constitution of the State of Texas relating
to the Permanent University Fund hereafter approved by the
voters of the State of Texas.



"Conversion Date" shall mean: (a) when used with
respect to the Fixed Rate, the Fixed Rate Conversion Date;
(b) when used with respect to any particular type of Vari-
able Rate Period, the Daily Rate Conversion Date, the Weekly
Rate Conversion Date, the Monthly Rate Conversion Date, the
Quarterly Rate Conversion Date, the Semiannnual Rate Conver-
sion Date, and the Term Rate Conversion Date, as applicable;
and (c) when used with respect to Flexible Rate Periods, the
Flexible Rate Conversion Date.

"Daily Rate Conversion Date" shall mean the day on
which the Variable Rate Notes first bear interest at a Daily
Rate pursuant to Section 3.02(h) or (i).

"Daily Rate" shall mean the interest rate to be de-
termined for the Variable Rate Notes on each Business Day
pursuant to Section 3.02(b).

"Daily Rate Period" shall mean the period during which
the Variable Rate Notes bear interest at a Daily Rate
pursuant to Section 3.02(b), commencing on a Business Day
and extending to but not including the next Business Day.

"Dealer" or "Remarketing Agent" shall have the meaning
given said term in Section 5.04.

"Eligible Project" shall mean the acquisition of land
either with or without permanent improvements, the con-
struction and equipping of buildings or other permanent
improvements, major repair and rehabilitation of buildings
and other permanent improvements, the acquisition of capital
equipment and library books and library materials. The term
"Eligible Project" shall not include the construction,
equipping, repairing or rehabilitating of buildings or other
permanent improvements that are to be used for student
housing, intercollegiate athletics, or auxiliary enter-
prises.

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

"Fitch" shall mean Fitch Investors Service 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. '

"Fixed Rate" shall mean the rate at which the Variable
Rate Notes shall bear interest from and including the Fixed
Rate Conversion Date to the maturity date thereof.



"Fixed Rate Conversion Date" shall mean the date on
which the Variable Rate Notes are converted to bear interest
at the Fixed Rate pursuant to Section 3.04 which Fixed Rate
Conversion Date shall be an Interest Payment Date on which
interest is payable for the Variable Rate Period from which
the conversion is made or in the event of conversion from
Flexible Rate Periods, the day following an Interest Payment
Date on which interest is payable on all Variable Rate
Notes.

"Fixed Rate Period" shall mean the period during which
the Variable Rate Notes bear interest at the Fixed Rate.

"Flexible Rate" shall mean, when used with respect to
any particular Variable Rate Notes, the interest rate
determined for each Flexible Rate Period applicable thereto
pursuant to Section 3.03.

"Flexible Rate Conversion Date" shall mean the date on
which the Variable Rate Notes first begin to bear interest
at Flexible Rates which Flexible Rate Conversion Date shall
- be an Interest Payment Date on which interest is payable for
the Variable Rate Period from which the conversion is to be
made; provided, however, that in the case of a conversion
from a Term Rate Period, the Conversion Date shall be an
Interest Payment Date on which a new Term Rate Period would
otherwise have commenced pursuant to Section 3.02(g).

"Flexible Rate Period" shall. mean each period during
which a Variable Rate Note bears interest at a Flexible
Rate.

"Fund Priority Obligations" shall mean the Series 1985
Bonds and any other obligations issued by the Board pursuant
to the Constitutional Amendment which are secured by and
payable from a lien on and pledge of the Interest of the
University in the Available University Fund prior in rank
and dignity to the lien and pledge securing the payment of
the Notes.

"Holder" or "Noteholder" shall mean the Registered
Owner or any person, firm, association, or corporation who
is in possession of any Note drawn, issued or endorsed to
such person, firm, association or corporation or to the
order of such person, firm, association or corporation or to
bearer or in blank.

"Interest of the University" and "Interest" in the
Available University Fund shall mean the System's two-thirds
interest in the Available University Fund as apportioned and
provided in the Constitutional Amendment.



"Interest Payment Date" shall mean (a) when used with
respect to Variable Rate Notes bearing interest at the
Daily, Weekly or Monthly Rate, the first Business Day of
each calendar month to which interest at such rate has
accrued; (b) when used with respect to Variable Rate Notes
bearing interest at the Quarterly Rate, the first Business
Day of the third calendar month following the month in which
the Quarterly Rate Conversion Date occurs and the first
Business Day of each third calendar month thereafter to
which interest at such rate has accrued; (c¢) when used with
respect to Variable Rate Notes bearing interest at the
Semiannual Rate or Term Rate or Fixed Rate, the first day of
the sixth calendar month following the month in which the
Semiannual, Term or Fixed Rate Conversion Date occurs and
the first day of each sixth month thereafter to which
interest at such rate has accrued; and (d) when used with
respect to any particular Variable Rate Note bearing inter-
est at a Flexible Rate, the last day of each Flexible Rate
Period applicable thereto.

"Interest Period" shall mean the period from and
including any Interest Payment Date to and including the day
immediately preceding the next following Interest Payment
Date.

"Investment Company" shall mean an open-end diversified
management investment company registered under the Invest-
ment Company Act of 1940, as amended.

"Issuing and Paying Agent", "Paying Agent/Registrar",
"Paying Agent" or "Registrar" shall mean the agent appointed
pursuant to Section 2.02, or any successor to such agent.

"Maximum Interest Rate" shall mean the lesser of (a)
15% per annum and (b) the maximum net effective interest
rate permitted by law to be paid on obligations issued or
incurred by the Board in the exercise of its borrowing
powers (prescribed by Article 717k-2, V.A.T.C.S., as amend-~
ed, or any successor provision).

"Maximum Maturity Date" shall mean December 1, 2015.

"Monthly Rate" shall mean the interest rate to be
determined for the Variable Rate Notes on a monthly basis
pursuant to Section 3.02(d).

"Monthly Rate Conversion Date" shall mean the day
(which is also an Interest Payment Date) on which the
Variable Rate Notes first bear interest at a Monthly Rate
pursuant to Section 3.02(h) or (i).

"Monthly Rate Period" shall mean each period during
which the Variable Rate Notes bear interest at a  Monthly



Rate commencing on the first Business Day of each calendar
month and ending on the last day prior to the first Business
Day of the following month.

"Moody's" shall mean Moody's Investors Service, Inc.
or, 1if 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.

"1985 Constitutional Amendment Bond Resolution" shall
mean the resolution adopted by the Board on October 24,
1985, authorizing the issuance of the Series 1985 Bonds.

"1984 Constitutional Amendment" shall mean the amend-
ment to Section 18 of Article VII of the Constitution of the
State of Texas approved by the voters on November 6, 1984.

"Note" or "Notes" shall mean the evidences of indebted-
ness authorized to be issued and at any time outstanding
pursuant to this Resolution and shall include Commercial

Paper Notes, Variable Rate Notes, or the Revolving Note as
appropriate.

"Note Date" shall have the meaning given in Section
2.02.

- "Permanent University Fund", '"Permanent Fund", and
"Fund" used interchangeably herein shall mean the Permanent
University Fund as created, established, implemented, and
administered pursuant to Article VII, Sections 10, 11, 1lla,
15, and 18 of the Texas Constitution, as currently or
hereafter amended, and further implemented by the provisions
of Chapter 66, Texas Education Code.

"Permanent University Fund Obligations" shall mean,
collectively, all bonds or notes of the Board or the Board
of Regents of The Texas A&M University System heretofore or
hereafter issued and delivered pursuant to the provisions of
the Constitutional Amendment, payable from and secured by a

lien on and pledge of income from the Permanent University
Fund.

"Project Costs" shall mean all costs and expenses
incurred in relation to Eligible Projects, including without
limitation design, planning, engineering, and legal costs,
acquisition costs of land, interests in land, right-of-way,
and easements, construction costs, costs of machinery,
equipment, and other capital assets incident and related to
the operation, maintenance, and administration of an Eligi-
ble Project, and financing costs, including interest during
construction and thereafter, underwriter's discount and/or
fees, legal, financial, and other professional services, and



reimbursement for such Project Costs attributable to Eligi-
ble Projects incurred prior to the issuance of any Project
Notes.

"Project Note" shall mean, as appropriate, a Note or
all the Notes other than the Revolving Note.

"Quarterly Rate" shall mean the interest rate to be
determined for the Variable Rate Notes on a quarterly basis
pursuant to Section 3.02(e).

"Quarterly Rate Conversion Date" shall mean the date on
which the Variable Rate Notes first bear interest at a
Quarterly Rate pursuant to Section 3.02(h) or (1i).

"Quarterly Rate Period" shall mean each period during
which the Variable Rate Notes bear interest at a Quarterly
Rate (a) commencing initially on a Quarterly Rate Conversion
Date and (b) ending on the last day preceding either the
commencement date of the following Quarterly Rate Period or
the Conversion Date on which a different Rate Period shall
become effective.

"Rate Period" shall mean the period during which a
particular rate of interest determined for the Variable Rate
Notes is to remain in effect pursuant to Article III.

"Registered Owner" shall mean the person or entity in
whose name any Note is registered in the Registration Books.

"Registration Books" shall mean the books or records
relating to the registration, payment and transfer or
exchange of the Project Notes maintained by the Issuing and
Paying Agent pursuant to Section 2.10.

"Regular Record Date" shall mean the close of business
on the (a) Business Day immediately preceding the Interest
Payment Date in the case of Variable Rate Notes bearing
interest at Flexible, Daily, Weekly, Monthly, and Quarterly
Rates and (b) fifteenth (15th) day of the month immediately
preceding the Interest Payment Date in the case of Variable
Rate Notes bearing interest at Semiannual or Term Rates or
at the Fixed Rate.

"Resolution" shall mean this resolution and any amend-

ment, modification, or supplement hereto as permitted
hereby.

"Revolving Note" shall mean the refunding promissory
bond issued pursuant to the provisions of this Resolution
and the Agreement in evidence of Advances made by the Bank
under the Agreement to refund a Project Note or Notes, or
the interest thereon, having the terms and characteristics



contained therein and issued in accordance therewith,
including any renewals or modifications thereof.

"Semiannual Rate" shall mean the interest rate to be
determined for the Variable Rate Notes on a semiannual basis
pursuant to Section 3.02(f).

"Semiannual Rate Conversion Date" shall mean the day on
which the Variable Rate Notes first bear interest at a
Semiannual Rate pursuant to Section 3.02(h) or (i).

"Semiannual Rate Period" shall mean each period during
which the Variable Rate Notes bear interest at a Semiannual
Rate.

"Series 1985 Bonds" shall mean The Board of Regents of
The University of Texas System Permanent University Fund
Refunding Bonds, Series 1985, dated October 15, 1985, and
issued in the aggregate principal amount of $345,970,000.

"Short Term Obligations” shall mean bonds or other
evidences of indebtedness hereafter issued and incurred by
the Board (other than the Notes) payable from the same
sources, or any portion of such sources, securing the
payment of the Notes and equally and ratably secured by a
parity lien on and pledge of such sources securing the
Notes, or any portion thereof.

"Special System Account" shall mean The State Treasurer
- University of Texas Special System Account established by
the Treasurer of the State of Texas pursuant to the Trust
Agreement.

"Standard & Poor's" or "S&P" 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.

"Term Rate" shall mean the interest rate to be de-
termined for the Variable Rate Notes of a term of one or
more years pursuant to Section 3.02(g).

"Term Rate Conversion Date" shall mean the day on which
the Variable Rate Notes first bear interest at a Term Rate
pursuant to Section 3.02(h) or (i).

"Term Rate Period" shall mean each period during which
the Variable Rate Notes bear interest at a Term Rate.

"University" or "System" shall mean The University of
Texas System.



"Variable Rate" shall mean, as the context requires,
the Daily, Weekly, Monthly, OQuarterly, Semiannual, or Term
Rate applicable to Variable Rate Notes.

"Variable Rate Conversion Date" shall mean the day on
which the Variable Rate Notes first bear interest at a
Variable Rate pursuant to Section 3.02(h) or (i).

"Variable Rate Note" shall mean a Note issued pursuant
to the provisions of this Resolution, having the terms and
characteristics specified in Section 2.04 and Articles III

and IV and in substantially the form described in Section
2.07(b).

"Variable Rate Period" shall mean each period during
which the Variable Rate Notes bear interest at a specific
Variable Rate.

"Weekly Rate" shall mean the interest rate to be
determined for the Variable Rate Notes on a weekly basis
pursuant to Section 3.02(c). ’

"Weekly Rate Conversion Date" shall mean the day on
which the Variable Rate Notes first bear interest at a
Weekly Rate pursuant to Section 3.02(h) or (i).

"Weekly Rate Period" shall mean the period during which
the Variable Rate Notes bear interest at a Weekly Rate.

Section 1.02. Construction of Terms Utilized in this
Resolution. If appropriate in the context of this Resolu-
tion, 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 mascu-
line, feminine, or neuter gender shall be considered to
include the other genders.

ARTICLE II
AUTHORIZATION OF NOTES

Section 2.01. General Authorization. Pursuant to
authority conferred by and in accordance with the provisions
of the Constitution and laws of the State of Texas, particu-
larly the Constitutional Amendment and the Acts, Project
Notes shall be and are hereby authorized to be issued in an
aggregate principal amount not to exceed ONE HUNDRED NINE
MILLION DOLLARS ($109,000,000) at any one time outstanding
for the purpose of financing Project Costs of Eligible Pro-
jects and to refinance, renew, or refund Notes, including
interest thereon; and a refunding bond herein called the
Revolving Note shall be and is hereby authorized to be
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issued in an aggregate principal amount not to exceed One
Hundred Nine Million Dollars ($109,000,000) at any one time
outstanding for the purpose of refunding Project Notes, in-
cluding interest thereon, and evidencing Advances under the
Agreement relating thereto; all in accordance with and
subject to the terms, conditions, and limitations contained
herein and, with respect to the Revolving Note, in the
Agreement. For purposes of this Section 2.01, any portion
of outstanding Notes to be paid from money on deposit in the
Series A Note Payment Fund or the Special System Account and
from the available proceeds of Notes, Short Term Obliga-
tions, Fund Priority Obligations or other obligations of the
Board issued pursuant to the Constitutional Amendment on the
day of calculation shall not be considered outstanding.

Section 2.02. Terms Applicable to Notes - General.
Subject to the limitations contained herein, Commercial
Paper Notes herein authorized shall be dated as of their
date of issuance or prior thereto, but within 30 days of the
date of issuance as determined herein or as otherwise
determined by an Authorized Representative, and Variable
Rate Notes herein authorized shall be dated as of the date
of original issuance of such Variable Rate Notes (the "Note
Date"), and Project Notes shall bear no interest or bear
interest at such rate or rates (either fixed, wvariable,
floating, adjustable, or otherwise) per annum computed
either on the basis of (i) actual days elapsed and on a
365-day year, or (ii) a 360-day year composed of twelve
30-day months (but in no event in any case to exceed the
Maximum Interest Rate in effect on the date of issuance
thereof), as provided herein or otherwise as may be
determined by an Authorized Representative, and shall mature
on or prior to the Maximum Maturity Date. Subject to the
provisions of Articles III and Iv, an Authorized
Representative may establish a formula, index or other
method for establishing the interest rates.

Project Notes issued hereunder may contain terms and
provisions for the redemption or prepayment thereof prior to
maturity, subject to any applicable limitations contained
herein, as provided herein or otherwise as shall be de-
termined by an Authorized Representative.

Subject to applicable terms, limitations, and proce-
dures contained herein and to the provisions of Articles III
and IV, Project Notes may be sold in such manner at public
or private sale and at par or at such discount or premium
(within the interest rate and yield restrictions provided
herein) as an Authorized Representative shall approve at the
time of the sale thereof; provided, however, that if any
Project Notes are required to be sold through competitive
bidding, such Project Notes shall be sold in accordance with
the procedures set forth in Section 5.01.
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The Project Notes shall be issued in registered form,
without coupons, provided, however, Commercial Paper Notes
may be registered to bearer. Both principal of and interest
on the Project Notes shall be payable in the manner provided
in Section 2.07 for Commercial Paper Notes and Variable Rate
Notes, respectively.

The selection and appointment of Morgan Guaranty Trust
Company of New York, New York, New York to serve as Paying
Agent/Registrar for the Project Notes is hereby confirmed
and the Board covenants and agrees to keep and maintain the
Registration Books at the principal corporate office of the
Paying Agent/Registrar, all as provided herein and pursuant
to such reasonable rules and regulations as the Paying
Agent/Registrar may  prescribe. The Board covenants to
maintain and provide a Paying Agent/Registrar at all times
while the Project Notes are outstanding, which shall be a
national or state banking association or corporation or-
ganized and doing business under the laws of the United
States of America or of any State and authorized under such
laws to exercise trust powers. Should a change in the
Paying Agent/Registrar for the Project Notes occur, the
Board agrees to promptly cause a written notice thereof to
be (i) sent to each Registered Owner of the Project Notes
then outstanding by United States Mail, first class, postage
prepaid and (ii) 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
calendar weeks, provided, however, the publication of such
notice shall not be required if notice is given to each
Holder. Such notice shall give the address of the successor
Paying Agent/Registrar. A successor Paying Agent/Registrar
may be appointed without the consent of the Holders.

The Board and the Paying Agent/Registrar may treat the
bearer (in the case of Project Notes so registered) or the
Registered Owner of any Project Note as the absolute owner
thereof for the purpose of receiving payment thereof and for
all other ©purposes, and the Board and the Paying
Agent/Registrar shall not be affected by any notice or
knowledge to the contrary.

Section 2.03. Commercial Paper Notes. Under and
pursuant to the authority granted hereby and subject to the
limitations contained herein, Commercial Paper Notes to be
designated "Board of Regents of The University of Texas
System Permanent University Fund Commercial Paper Notes,
Series A" are hereby authorized to be issued and sold and
delivered from time to time in such principal amounts as
determined by an Authorized Representative in denominations
of any multiple of $1,000, with a minimum denomination of
$100,000, numbered in ascending consecutive numerical order
in the order of their issuance and to mature and become due
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and payable on such dates as an Authorized Representative
shall determine at the time of sale; provided, however, that
no Commercial Paper Note shall (i) mature after the Maximum
Maturity Date or (ii) have a term in excess of 270 days.

Interest, if any, on Commercial Paper Notes shall be
payable at maturity with principal.

Section 2.04. Variable Rate Notes. Under and pursuant
to authority granted hereby and subject to the limitations
contained herein, Variable Rate Notes to be designated
"Board of Regents of The University of Texas System Perma-
nent University Fund Variable Rate Notes, Series A", are
hereby authorized to be issued and sold and delivered from
time to time in such principal amounts as determined by an
Authorized Representative, such Variable Rate Notes to be in
denominations provided in the Form of Variable Rate Notes in
Section 2.07(b), to be numbered in ascending consecutive
numerical order in the order of their issuance and to mature
and become due and payable on the date selected by an
Authorized Representative in accordance with this Resolution
but not later than the Maximum Maturity Date. Variable Rate
Notes shall be payable and subject to purchase on demand of
the Holder and redemption prior to maturity under the terms
and conditions and at the redemption price or prices as set
forth in Section 2.07(b) and Articles III and IV or as
otherwise determined by an Authorized = Representative;
provided, however, any premium associated with a redemption
prior to maturity of a Variable Rate Note shall not exceed
three percent (3%) of the principal amount thereof.

Variable Rate Notes are hereby authorized to be issued
bearing interest at a wvariable, floating, or adjustable rate
not to exceed the Maximum Interest Rate and interest thereon
shall be payable at maturity and at such intervals prior to
maturity all as determined in accordance with the provisions
of Articles III and IV and in the form of Variable Rate
Notes set forth in Section 2.07(b).

To exercise its option to redeem Variable Rate Notes,
the Authorized Representative shall deliver notice to the
Paying Agent of its intention to redeem the Variable Rate
Notes (a) with respect to Variable Rate Notes bearing inter-
est at Flexible, Daily, Weekly, or Monthly Rates at least
twelve (1l2) days prior to the proposed redemption date; and
(b) with respect to Variable Rate Notes bearing interest at
Quarterly, Semiannual or Term Rates or at a Fixed Rate at
least thirty five (35) days prior to the proposed redemption
date. The Paying Agent shall cause notice of any redemption
of Variable Rate Notes to be mailed to each Registered Owner
of Variable Rate Notes to be redeemed at the respective
addresses appearing in the Registration Books. If such
notice .shall (i) be mailed at least ten (10) days prior to
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the redemption date with respect to Variable Rate Notes
bearing interest at Flexible, Daily, Weekly, or Monthly
Rates and at least thirty (30) days prior to the redemption
date with respect to Variable Rate Notes bearing interest at
Quarterly, Semiannual, or Term Rates or at a Fixed Rate,
(ii) identify the Variable Rate Notes to be redeemed (speci=-
fying the CUSIP numbers (as defined herein), if any,
assigned to the Variable Rate Notes), (iii) specify the
redemption date and the redemption price, and (iv) state
that (a) on the redemption date the Variable Rate Notes
called for redemption will be payable at the principal
corporate trust office of the Paying Agent, (b) from the
redemption date interest will cease to accrue, and (¢) no
representation is made as to the accuracy or correctness of
the CUSIP numbers printed therein or on the Variable Rate
Notes, and, 1if due provision for the payment of the
redemption price is made, then the Variable Rate Notes which
are to be redeemed thereby automatically shall be deemed to
have been redeemed prior to their scheduled maturities, and
they shall not bear interest after the redemption date, and
they shall not be regarded as being outstanding except for
the right of the Registered Owner thereof to receive the
redemption price from the Paying Agent. No defect affecting
any Variable Rate Notes, whether in the notice of redemption
or mailing thereof (including any failure to mail such
notice) shall affect the wvalidity of the redemption
provisions for any other Variable Rate Notes.

Section 2.05. Credit Agreement. The Agreement,
substantially in the form attached hereto as Exhibit A, 1is
hereby approved, and shall be entered into with the Bank.
The form of Revolving Note contained in the Agreement is
also approved, including the interest rate to be determined
as set forth therein. The Chairman of the Board and the
Executive Secretary of the Board are hereby authorized to
execute and deliver the Agreement and the Chairman of the
Board and the Executive Secretary of the Board are hereby
authorized and directed to execute and deliver the Revolving
Note and any other documents called for thereunder and the
Executive Secretary of the Board is authorized to place the
Board seal on such instruments.

Section 2.06. Revolving Note. Under and pursuant to
authority granted hereby and by the Agreement and subject to
the limitations contained herein and in the Agreement, the
Revolving Note to be designated "Board of Regents of The
University of Texas System Credit Agreement Promissory Note"
is hereby authorized to refund outstanding Notes and
interest thereon 1in accordance . with the terms of this
Resolution, the Agreement and the form of Revolving Note set
forth in Exhibit A to the Agreement.
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Section 2.07. Forms of Project Notes. The Project
Notes and the Certificate of Authentication to appear on
each of the Project Notes shall be substantially in the
forms set forth in this Section with such appropriate
insertions, omissions, substitutions and other variations as
are permitted or required by this Resolution and may have
such letters, numbers or other marks of identification
{including identifying numbers and letters of the Committee
on Uniform Securities Identification Procedures of the
American Banks Association) ("CUSIP" numbers) and such
legends and endorsements thereon as may, consistently
herewith, be approved by an Authorized Representative.
Any portion of the text of any Project Notes may be set
forth on the reverse thereof, with an appropriate reference
thereto on the face of the Project Notes.

The Project Notes shall be printed, 1lithographed, or
engraved or produced in any other similar manner, or type-
written, all as determined and approved by an Authorized
Representative.

(a) Form of Commercial Paper Note:

UNITED STATES OF AMERICA
STATE OF TEXAS
BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND
COMMERCIAL PAPER NOTE, SERIES A

Note Interest Note
Number Rate Date $
Oon (the "Maturity Date") for wvalue

received, THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS
SYSTEM (the "Board")

Promises To Pay To The Order Of
The Principal Sum Of

Payable At
(the "Issuing and Paying Agent").

on the Maturity Date specified above, and to pay interest,
if any, on said principal amount specified above at said
Maturity Date, from the above specified Note Date to said
Maturity Date at the per annum Interest Rate shown above
{computed on the basis of actual days elapsed and a 365-day
year) solely from the sources hereinafter identified and as
hereinafter stated; both principal and interest on this
Commercial Paper Note being payable in immediately available
lawful money of the United States of America at the princi-
pal corporate office of the Issuing and Paying Agent spec-
ified above, or its successor. No interest will accrue on
the principal amount hereof after said Maturity Date.
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This Commercial Paper Note 1s one of an 1issue of
commercial paper notes (the "Commercial Paper Notes") which,
together with other forms of obligations, including the
below-referenced Revolving Note (such other obligations and
the Commercial Paper Notes being hereinafter collectively
referred to as the "Notes"), has been duly authorized and
issued in accordance with the provisions of a resolution
(the "Resolution") passed by the Board, an agency and
political subdivision of the State of Texas, for the purpose
of financing Project Costs of Eligible Projects (each as
defined in the Resolution) and to refinance, renew, or
refund the Notes issued pursuant to the provisions of the
Resolution; all in accordance and in strict conformity with
the provisions of Section 18 of Article VII of the Constitu-
tion of the State of Texas, Article 717q, V.A.T.C.S., as
amended, and Chapter 919, Acts of the 69th Legislature,
Regular Session, 1985 (codified as Section 65.46, Texas
Education Code).

This Commercial Paper Note, together with the other
Notes, 1is payable from and equally secured by (i) the
proceeds from (a) the sale of the Fund Priority Obligations,
Short Term Obligations (each as defined in the Resolution)
or other obligations of the Board under the Constitutional
Amendment (as defined in the Resolution) issued for such
purpose and (b) the sale of Project Notes (as defined in the
Resolution) issued pursuant to the Resolution for such
purpose, (ii) Advances under the Credit Agreement (each as
defined in the Resolution), (iii) the amounts held in the
Series A Note Payment Fund and the Special System Account
(each as defined in the Resolution), and (iv) the Interest
of the University in the Available University Fund (each as
defined in the Resolution), such lien on and pledge of the
Interest of the University in the Available University Fund,
however, being junior and subordinate to the lien and pledge
thereof securing the payment of the Fund Priority Obliga-
tions now outstanding and hereafter issued by the Board.

This Commercial Paper Note, together with the other
Notes, is payable solely from the sources hereinabove
identified securing the payment thereof. The Notes do not
constitute a legal or egquitable pledge, charge, lien, or
encumbrance upon any property of the Board, except with
respect to the Interest of the University in the Available
University Fund, and the holder hereof shall never have the
right to demand payment of this obligation from any sources
or properties of the Board except as identified above.

It is hereby certified and recited that all acts,
conditions, and things required by law and the Resolution to
exist, to have happened, and to have been performed prece-
dent to and in the issuance of this Commercial Paper Note,
do exist, have happened, and have been performed in regular
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and in due time, form, and manner as required by law and
that the issuance of this Commercial Paper Note, together
with all other Notes, 1is not in excess of the principal
amount of Notes permitted to be issued under the Resolution.

This Commercial Paper Note has all the gqualities and
incidents of a negotiable instrument under the laws of the
State of Texas.

This Commercial Paper Note shall not be entitled to any
benefit under the Resolution or be wvalid or become obligato-
ry for any purpose until this Commercial Paper Note shall
have been authenticated by the execution by the Issuing and
Paying Agent of the Certificate of Authentication hereon.

IN WITNESS WHEREOF, the Board has authorized and caused
this Commercial Paper Note to be executed on its behalf by
the manual or facsimile signatures of the Chairman of the
Board and the Executive Secretary of the Board and its
official seal impressed or a facsimile thereof to be printed
hereon.

BOARD OF REGENTS OF THE UNIVERSITY
TEXAS SYSTEM

Chairman
ATTEST:

Executive Secretary
(SEAL)

ISSUING AND PAYING AGENT'S
CERTIFICATE OF AUTHENTICATION

This Commercial Paper Note is one of the Commercial

Paper Notes delivered pursuant to the within-mentioned
Resolution.

MORGAN GUARANTY TRUST COMPANY OF NEW YORK
as Issuing and Paying Agent

By

Countersignature
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(b) Form of Variable Rate Note.

S : Number
UNITED STATES OF AMERICA
STATE OF TEXAS
BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND
. VARIABLE RATE NOTE, SERIES A

Interest Maturity Tender Note Principal
Rate Date Date Date Amount

INTEREST RATE MODE:

Flexible Daily Weekly Monthly Quarterly Semiannual Term Fixed

L/ [/ [/ [/ L [/ L/ L]
REGISTERED OWNER:

THE BOARD OF REGENTS (the "Board") OF THE UNIVERSITY OF
TEXAS SYSTEM (the "System") being an agency and political
subdivision of the State of Texas, FOR VALUE RECEIVED,
hereby promises to pay, solely from the sources hereinafter
identified and as hereinafter stated, to the order of the
registered owner set forth above, or the assignee thereof,
on the Maturity Date specified above the principal amount
specified above and to pay interest, if any, on said
principal amount from the above specified Note Date to said
Maturity Date or earlier redemption date or the date of
payment pursuant to a demand for payment at the rate de-
termined as herein provided from the most recent Interest
Payment Date to which interest has been paid or duly provid-
ed for or from the Note Date if no interest has been paid,
such payments of interest to be made on each Interest
Payment Date until the principal hereof has been paid or
provided for as aforesaid. Both principal of and interest
on this Note are payable in immediately available funds or
clearing house funds, depending on the interest rate mode,
the principal amount of notes owned and the instructions of
the registered owner, in lawful money of the United States
of America; the principal hereof being payable upon presen-
tation and surrender of this Note at the principal corporate
office of the Paying Agent/Registrar executing the Certifi-
cate of Authentication appearing hereon, or its successor,
and the interest hereon to be payable to the registered
owner hereof whose name appears on the registration and
transfer books (the "Registration Books") kept by the Paying
Agent/Registrar as of the close of business on the record
date by check mailed to such registered owner or by such
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other method requested by and at the risk and expense of the
registered owner provided, that (i) if the registered owner
has submitted a written request with the Paying
Agent/Registrar prior to the record date, interest for any
Daily, Weekly, Monthly or Quarterly Rate Period shall be
paid by federal funds check, by deposit to the account of
the registered owner if such account is maintained by the
Paying Agent/Registrar or by wire transfer within the
continental United States; or (ii) interest for Flexible
Rate Periods will be paid in immediately available funds;
provided £further that interest accrued during any Flexible
Rate Period and at the maturity of this Note shall be paid
only upon its presentation and surrender. 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 Note bears interest at
Semiannual or Term Rates, or at a Fixed Rate the regular
record date shall be the close of business on the 15th day
of the calendar month immediately preceding such Interest
Payment Date.

THIS NOTE 1is one of an issue of variable rate notes
(the "vVariable Rate Notes") which, together with other forms
of obligations, including the below referenced Revolving
Note (such other obligations and the Variable Rate Notes
being hereinafter collectively referred to as the "Notes"),
has been duly authorized and issued in accordance with the
provisions of a resolution (the "Resolution") passed by the
Board for the purpose of financing Project Costs of Eligible
Projects and to refinance, renew, or refund the Notes issued
pursuant to the provisions of the Resolution; all in accor-
dance and in strict conformity with the provisions of
Section 18 of Article VII of the Constitution of the State
of Texas, Article 717q, V.A.T.C.S., as amended, and Chapter
919, Acts of the 69th Legislature, Regular Session, 1985
(codified as Section 65.46, Texas Education Code). Capi-
talized terms used herein and not otherwise defined shall
have the meaning given in the Resolution.

This Note, together with the other Notes, 1is payable
(which includes the obligation to purchase upon tender as
provided herein) from and equally secured by (i) the pro-
ceeds from (a) the sale of Fund Priority Obligations, Short
Term Obligations or other obligations of the Board under the
Constitutional Amendment issued for such purpose and (b) the
sale of Project Notes issued pursuant to the Resolution for
such purpose, (ii) Advances under the Credit Agreement,
(iii) the amounts held in the Series A Note Payment Fund and
the Special System Account, and (iv) the Interest of the
University in the Available University Fund, such lien on
and pledge of the Interest of the University 1in the
Available University Fund, however, being junior and
subordinate to the lien and pledge thereof securing the .
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payment of Fund Priority Obligations now outstanding and
hereafter issued by the Board.

This Note, together with the other Notes, is payable
solely from the sources hereinabove identified securing the
payment thereof. The Notes do not constitute a legal or
equitable pledge, charge, 1lien, or encumbrance upon any
property of the Board, except with respect to the Interest
of the University in the Available University Fund, and the
holder hereof shall never have the right to demand payment
of this obligation from any sources or properties of the
Board except as identified above.

INTEREST ON VARIABLE RATE NOTES

*The originally issued Variable Rate Notes shall bear
interest at the Flexible Rate for a Flexible Rate Period
which ends on December 20, 1985. At. the end of the initial
Flexible Rate Period, the Variable Rate Note shall be
subject to mandatory tender, without right of retention by
the registered owner. Thereafter, the Variable Rate Notes
shall continue in the Flexible Rate Mode until converted to
another interest rate mode in accordance with the Resolu-
tion.

The rate of interest applicable to any Rate Period
shall be determined in accordance with the applicable
provisions of the Resolution and, for Flexible Rate Periods
and Rate Periods, as hereinafter defined pursuant to the
terms of the Remarketing Agreement between the Board and
Goldman, Sachs & Co. or any successor thereto (the "Remar-
keting Agent"). All computations of interest shall be based
on 365-day vyears for the actual number of days elapsed;
except for interest at Semiannual or Term Rates, which shall
be computed on the basis of 360-day years of twelve 30-day
months.

The Variable Rate Notes may bear interest at Flexible
Rates or a Variable Rate effective for periods ("Flexible
Rate Periods" in the case of Flexible Rates and "Rate Peri-
ods" in the case of Variable Rates) established in accor-
dance with the Resolution, from time to time. The Variable
Rate Notes may be converted to bear interest at a Fixed Rate
from the conversion date until maturity in accordance with
the Resolution.

The Variable Rate Notes may bear interest as follows:

¥

*This paragraph will only appear on the Variable Rate Notes
which are issued prior to the end of the initial Flexible
Rate Period.
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Flexible Rate Mode.

While the Variable Rate Notes bear interest at Flexible
Rates, the interest rate for each particular Variable Rate
Note will remain in effect for the duration (not exceeding
180 days) of the Flexible Rate Period. While the Variable
Rate Notes are in the Flexible Rate Mode, Variable Rate
Notes may have successive Flexible Rate Periods of any
duration up to 180 days each and any Variable Rate Note may

bear interest at a rate and for a period different from any
other Variable Rate Note.

Variable Rate Modes.

The Variéble Rate Notes may bear interest at a Variable
Rate computed on a Daily, Weekly, Monthly, Quarterly, Semi-
annual, or Term basis.

Daily Rate.

While the Variable Rate Notes bear interest at a
Daily Rate, the interest rate established for the

Variable Rate Notes will be effective from day to day
until changed.

Weekly Rate.

While the Variable Rate Notes bear interest at a
Weekly Rate, the rate of interest on the Variable Rate:
Notes will be determined weekly to be effective for a

seven-day period commencing on Wednesday of the follow-
ing week.

Monthly Rate.

While the Variable Rate Notes bear interest at a
Monthly Rate, the interest rate will be determined
monthly to be effective for a one-month period.

Quarterly Rate.

While the Variable Rate Notes bear interest at a
Quarterly Rate, the rate of interest will be determined
quarterly to remain in effect for a three-month period.

Semiannual Rate.

While the Variable Rate Notes bear interest at a
Semiannual Rate, the rate of interest will be de-
termined semiannually to remain in effect for a
six-month period.
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Term Rate.

‘While the Variable Rate Notes bear interest at a
Term Rate, the interest rate determined will remain in
effect for a term of one year or any whole multiple of
one year selected in accordance with the Resolution.

Fixed Rate Mode.

At the option of an Authorized Representative, the
Variable Rate Notes bearing interest at a Variable Rate
or Flexible Rates may be converted to bear interest at
a Fixed Rate to the Maturity Date.

An interest rate mode will remain in effect until
changed. During each Rate Period, and unless otherwise
established by an Authorized Representative, the rate of
interest on the Variable Rate Notes shall be that rate
which, in the determination of the Remarketing Agent, if
borne by the Variable Rate Notes on the date of such deter-
mination under prevailing market conditions, would result in
the market wvalue of the Variable Rate Notes being 100% of
the principal amount thereof. While this Note bears
interest at the Flexible Rate Mode, and unless otherwise
established by an Authorized Representative, each Flexible
Rate and Flexible Rate Period shall be determined by the
Remarketing Agent in connection with the sale of the
Variable Rate Notes to which they relate by the offer and
acceptance - of purchase commitments for such Variable Rate
Notes at a Flexible Rate or Rates and for such Flexible Rate
Periods as it deems to be advisable in order to minimize the
net interest <cost on the Variable Rate Notes under
prevailing market conditions. In the event that the.
Remarketing Agent is unable, or fails, to determine the
Variable Rate or the Flexible Rates, the Variable Rate or
the Flexible Rates shall remain those in effect for the then
current Rate Period or Flexible Rate Period.

Variable Rate Notes which bear interest at Flexible
Rates will be issued in denominations of any multiple of
$1,000, with a minimum denomination of $100,000. Variable
Rate Notes which bear interest at a Daily, Weekly, Monthly,
or Quarterly Rate will be 1issued in denominations of
$100,000 and whole multiples thereof. Variable Rate Notes
which bear interest at a Semiannual, Term Rate or Fixed will
be issued in the denomination of $5,000 and whole multiples
thereof. 1In the event of a change in interest rate mode so
that a registered owner owns Variable Rate Notes in an unau-
thorized denomination, the principal amount of Variable Rate
Notes in excess of the authorized denomination is subject to
mandatory tender for purchase at the principal amount there-
of plus accrued interest on the date of conversion to the
new interest rate mode.
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OPTIONAL TENDERS

While this Variable Rate Note bears interest at a Vari-
able Rate the registered owner of this Variable Rate Note
has the right to tender this Variable Rate Note to the
Paying Agent/Registrar for purchase at the principal amount
hereof plus accrued interest (from the same sources from
which the principal and interest hereon are payable) as fol-
lows: (i) during a Daily Rate Period on any Business Day
upon notice to the Paying Agent/Registrar and Remarketing
Agent prior to 11:00 a.m., New York time, on such Business
Day, (ii) during a Weekly Rate Period on any Business Day
upon notice to the Paying Agent/Registrar given on a
Business Day at least 7 days prior to the Tender Date, (iii)
during a Monthly Rate Period on any Interest Payment Date
upon at least 3 Business Days notice to the Paying
Agent/Registrar, (iv) during a Quarterly or Semiannual Rate
Period on any Interest Payment Date upon notice to the
Paying Agent/Registrar given on a Business Day at least 7
days prior to the Tender Date, and (v) during a Term Rate
Period on the first day of the succeeding Rate Period upon
notice to the Paying Agent/Registrar given on a Business Day
at least 7 days prior to the Tender Date. AFTER THE
VARIABLE RATE NOTES HAVE BEEN CONVERTED TC BEAR INTEREST AT
A FIXED RATE THEY SHALL NOT BE SUBJECT TO TENDER FOR
PURCHASE.

MANDATORY TENDERS

While this Variable Rate Note bears interest at a Flex-
ible Rate or at a Variable Rate, this Variable Rate Note
shall be tendered for purchase at the principal amount
thereof plus accrued interest (from the same sources £from
which the principal and interest hereon are payable) to the
Paying Agent/Registrar on the effective date of (i) a change
from one interest rate mode to a different interest rate
mode (except for changes between a Daily Rate and Weekly
Rate) and (ii) a change from one Flexible Rate Period to
another Flexible Rate Period; provided, however, that the
registered owner of this Variable Rate Note may elect to
retain this Variable Rate Note (or his investment in this
Variable Rate Note in the event this Variable Rate Note
bears interest at a Flexible Rate) upon written notice to
the Paying Agent/Registrar as provided in the Resolution.

Interest on any Variable Rate Note as to which a regis-
tered owner has not elected to continue to own after a man-
datory tender date (as described above) and which 1is not
tendered on the mandatory tender date, but for which there
has been irrevocably deposited with the Paying
Agent/Registrar an amount sufficient to pay the purchase
price thereof, shall cease to accrue on the mandatory tender
date, and the registered owner of such Variable Rate Note
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shall not be entitled to any payment other than the purchase
price for such Variable Rate Note and such Variable Rate
Note shall no longer be outstanding and entitled to the ben-
efits of the Resolution, except for the payment of the pur-
chase price of such Variable Rate Note from monies held by
the Paying Agent/Registrar for such payment. On the manda-
tory tender date, the Paying Agent/Registrar shall authenti-
cate and deliver substitute Variable Rate Notes in lieu of
such untendered Variable Rate Notes.

WRITTEN NOTICE OF RATE MODE CHANGE

While the Variable Rate Notes bear interest at Flexible
Rates or a Variable Rate, the Paying Agent/Registrar shall
give notice to the registered owners of all Variable Rate
Notes of the conversion from one interest rate mode to an-
other at the times described in the Resolution. ANY REGIS-
TERED OWNER OF VARIABLE RATE NOTES WHO MAY BE UNABLE TO TAKE
TIMELY ACTION ON ANY NOTICE SHOULD CONSIDER WHETHER TO MAKE
ARRANGEMENTS FOR ANOTHER PERSON TO ACT IN HIS OR HER STEAD.
If a new interest rate mode for the Variable Rate Notes is
not selected in a timely fashion in accordance with the
Resolution, the interest rate mode then in effect will
continue until changed by timely notice.

INTEREST PAYMENT DATES

While this Variable Rate Note bears interest at a Flex-
ible Rate, interest is payable on the last day of each Flex-
ible Rate Period. While this Variable Rate Note bears in-
terest at Daily, Weekly, or Monthly Rates, interest is pay-
able on the first Business Day of each month. During Quar-
terly Rate Periods, interest is payable on the first Busi-
ness Day of the third calendar month after the date .each
interest rate becomes effective. During any Semiannual or
Term Rate Period, interest is payable on the first Business
Day of the sixth calendar month after the date each interest
rate becomes effective. After the Variable Rate Notes have
been converted to bear interest at a Fixed Rate, interest is
payable on January 1 and July 1 of each year. &Each such
date is herein defined as an "Interest Payment Date".

OPTIONAL REDEMPTION

During any Flexible, Daily, Weekly, Monthly, Quarterly,
or Semiannual Rate Period, this Variable Rate Note is sub-
ject to redemption by the Board on any Interest Payment
Date, in wihdle or in part, at a redemption price equal to
the principal amount thereof plus interest accrued to the
redemption date.

[Insert - Term or Fixed Rate Redemption Provisions
selected by an Authorized Representative, if any]
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It is hereby certified and recited that all acts,
conditions, and things required by law and the Resolution to
exist, to have happened, and to have been performed prece-
dent to and in the issuance of this Variable Rate Note, do
exist, have happened, and have been performed in regular and
due time, form, and manner as required by law and that the
issuance of this Variable Rate Note, together with all other
Notes, 1is not in excess of the principal amount of Notes
permitted to be issued under the Constitutional Amendment or
the Resolution.

This Variable Rate Note 1s and has all the gqualities
and incidents of a negotiable instrument under the laws of
the State of Texas.

This Variable Rate Note shall not be entitled to any
benefit under the Resolution or be valid or become obligato-
ry for any purpose until this Variable Rate Note shall have
been authenticated by the execution by the Paying
Agent/Registrar of the Certificate of Authentication hereon.

IN WITNESS WHEREOF, the Board has authorized and caused
this Variable Rate Note to be executed on its behalf by the
manual or facsimile signatures of the Chairman of the Board
and the Executive Secretary of the Board and its official
seal impressed or a facsimile thereof to be printed hereon.

BOARD OF REGENTS OF THE UNIVERSITY
OF THE TEXAS SYSTEM

Chairman
ATTEST:

Executive Secretary

(SEAL)
PAYING AGENT/REGISTRAR'S
CERTIFICATE OF AUTHENTICATION

This Variable Rate Note is one of the Variable Rate
Notes delivered pursuant to the within mentioned Resolution.

MORGAN GUARANTY TRUST CCOMPANY
OF NEW YORK,
as Paying Agent/Registrar

Registered This Date: By

Countersignature

Section 2.08. Execution - Authentication. The Notes
shall be executed on behalf of the Board by the Chairman of
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the Board under its seal reproduced or impressed thereon and
attested by the Executive Secretary of the Board. [The
signature  of said officers on the Notes may be manual or
facsimile. Notes bearing the manual or facsimile signatures
of individuals who are or were the proper officers of the
Board on the date of passage of this Resolution shall be
deemed to be duly executed on behalf of the Board, notwith-
standing that such individuals or either of them shall cease
to hold such offices at the time of the initial sale and
delivery of Notes authorized to be issued hereunder and with
respect to Notes delivered in subsequent sales, exchanges
and transfers, all as authorized and provided in Article
717k=-6, V.A.T.C.S., as amended.

No Project Note shall be entitled to any right or
benefit under this Resolution, or be valid or obligatory for
any purpose, unless there appears on such Project Note a
certificate of authentication substantially in the applica-
ble form provided in Section 2.07, executed by the Paying
Agent/Registrar by manual signature, and such certificate
upon any Project Note shall be conclusive evidence, and the
only evidence, that such Project Note has been duly cer-
tified or registered and delivered.

Section 2.09. Notes Mutilated, Lost, Destroved, or
Stolen. If any Note shall become mutilated, the Board, at
the expense of the Holder of said Note, shall execute and
the Paying Agent/Registrar shall authenticate and deliver a
new Note of like tenor and number in exchange and substi-
tution for the Note so mutilated, but only upon surrender to
the Paying Agent/Registrar of the Note so mutilated. If any
Note shall be lost, destroyed, or stolen, evidence of such
loss, destruction, or theft may be submitted to the Board
and the Paying Agent/Registrar and if such evidence be
satisfactory to them and indemnity satisfactory to them
shall be given, the Board, at the expense of the Holder,
shall execute and the Paying Agent/Registrar shall authenti-
cate and deliver a new Note of like tenor in lieu of and in
substitution for the Note so lost, destroyed, or stolen. In
the event any such Note shall have matured the Paying
Agent/Registrar instead of issuing a duplicate Note may pay
the same without surrender thereof after making such
requirement as it deems fit for its protection, including a
lost instrument bond. Neither the Board nor the Paying
Agent/Registrar shall be required to treat both the original
Note and any duplicate Note as being outstanding for the
purpose of determining the principal amount of Notes which
may be issued hereunder, but both the original and the
duplicate Note shall be treated as one and the same. The
Board and the Paying Agent may charge the Holder of such
Note with their reasonable fees and expenses for such
service.
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Section 2.10. Negotiability, Registration and Ex-
changeability. The Notes issued hereunder shall be, and
shall have all of the qualities and incidents of a negotia-
ble instrument under the laws of the State of Texas, and
each successive Holder, in accepting any of the obligations,
shall be conclusively deemed to have agreed that such Notes
shall be and have all of the qualities and incidents of a
negotiable instrument under the laws of the State of Texas.

Registration Books relating to the registration,
payment, and transfer or exchange of the Project Notes shall
at all times be kept and maintained by the Board at the
corporate trust office of the Registrar, and the Registrar
shall obtain, record, and maintain in the Registration Books
the name and, to the extent provided by or on behalf of such
Registered Owner, the address of each Registered Owner of
the Project Notes, except for Commercial Paper Notes regis-
tered to bearer, issued under and pursuant to the provisions
of this Resolution. Any Project Note may, in accordance
with its terms and the terms hereof, be transferred or
exchanged for Project Notes of like tenor and character and
of other authorized denominations upon <the Registration
Books by the Holder thereof in person or by his duly au-
thorized agent, upon surrender of such Project Note to the
Registrar for cancellation, accompanied by a written instru-
ment of transfer or request for exchange duly executed by
the Holder thereof or by his duly authorized agent, in form
satisfactory to the Registrar.

Upon surrender for transfer of any Project Note at the
corporate trust office of the Registrar, the Registrar shall
register and deliver, in the name of the designated
transferee or transferees, one or more new Project Notes,
executed on behalf of and furnished by the Board, of like
tenor and character and of authorized denominations, and
having the same maturity, bearing interest at the same rate,
and of a like aggregate principal amount as the Project Note
or Project Notes surrendered for transfer.

Furthermore, Project Notes may be exchanged for other
Project Notes of like tenor and character and of authorized
denominations and having the same maturity, bearing the same
rate of interest, and of like aggregate principal amount as
the Project Notes surrendered for exchange, upon surrender
of the Project Notes to be exchanged at the corporate trust
office of the Registrar. Whenever any Project Notes are so
surrendered for exchange, the Registrar shall register and
deliver new Project Notes of like tenor and character as the
Project Notes exchanged, executed on behalf of, and fur-
nished by, the Board to the Holder thereof requesting the
exchange.
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The Board and the Registrar may charge the Holder a sum
sufficient to reimburse them for any expenses incurred in
making any exchange or transfer after the first such ex-
change or transfer. The Registrar or the Board may also
require payment from the Holder of a sum sufficient to cover
any tax, fee, or other governmental charge that may be
imposed in relation thereto. Such charges and expenses

shall be paid before any such new Project Note shall be
delivered.

The Board and the Paying Agent/Registrar shall not be
required to transfer or exchange any Project Note selected,
called or being called for redemption in whole or in part
unless said Project Note has been tendered for purchase and
remarketed for a period which ends no later than the redemp-
tion date.

New Project Notes delivered upon any transfer or
exchange shall be valid special obligations of the Board,
evidencing the same debt as the Project Notes surrendered,
shall be secured by this Resolution and shall be entitled to
all of the security and benefits hereof to the same extent
as the Project Notes surrendered.

The Board reserves the right to change the above
registration and transferability provisions of the Project
Notes at any time on or prior to the delivery thereof in
order to comply with applicable laws and regulations of the
United States of America in effect at the time of issuance
thereof. 1In addition, to the extent that the provisions of
this Section conflict with or are inconsistent with the
provisions of Section 2.07(b) or Articles III and IV, such
other provisions shall control.

Section 2.11. Series A Note Payment Fund. There is
hereby created and established with the Issuing and Paying
Agent a separate and special fund to be designated as the
"Board of Regents of The University of Texas System Series A
Note Payment Fund" (the "Series A Note Payment Fund"). All
amounts required to be deposited by the Board pursuant to
Section 2.12 shall be deposited to the Series A Note Payment
Fund and shall be used to pay principal of, premium, if any,
and interest on Notes at the respective interest payment,
maturity, redemption, or purchase dates of each issue of
such Notes as provided herein, including the repayment of
any amounts owed with respect to the Revolving Note in
evidence of Advances under the Agreement. Amounts remaining
in the Series A Note Payment Fund not then necessary for the
purposes thereof may be transferred to the Series A Note
Construction Account (created pursuant to Section 2.14) upon
request of an Authorized Representative.
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Additionally all Advances under the Agreement shall be
deposited into the Series A Note Payment Fund and used to
pay the principal of, premium, if any, and interest on the
Project Notes, including the purchase price pursuant to
Articles III and IV.

Pending the expenditure of moneys in the Series A Note
Payment Fund or the Series A Note Construction Account for
authorized purposes, moneys deposited therein may be invest-
ed at the direction of an Authorized Representative in those
securities and obligations permitted by law for the invest-
ment of funds of the Board. Any income received from
investments in the Series A Note Payment Fund shall be
retained in the Series A Note Payment Fund, and any income
received from investments in the Series A Note Construction
Account shall be retained in the Series A Note Construction
Account.

Section 2.12. Pledge of Revenues; Payments. The Notes
are special obligations of the Board payable £from and
secured solely by the funds pledged therefor pursuant to
this Resolution. The Board agrees to make payments into the
Series A Note Payment Fund at such times and in such amounts
as are necessary to provide for the full payment of the
principal of, premium, if any, and the interest on the Notes
when due, whether by reason of maturity, redemption, or
tender for purchase. Payments from the Series A Note
Payment Fund shall be made from the first moneys deposited
to the account of the Series A Note Payment Fund. Unless
paid from the proceeds from the sale of Fund Priority
Obligations, Short Term Obligations, Notes, or other obliga-
tions of the Board issued pursuant to the Constitutional
Amendment, or, with respect to the Project Notes, the
Advances under and pursuant to the Agreement, such payments
are to be made from the amounts required to be deposited in
the Series A Note Payment Fund.

To provide security for the payment of the principal of
and interest on the Notes as the same shall become due and
payable, there 1is hereby pledged, subject only to the
provisions of this Resolution permitting the application
thereof for purposes and on the terms and conditions set
forth herein, (i) the proceeds from (a) the sale of the Fund
Priority Obligations or Short Term Obligations or other
obligations of the Board under the Constitutional Amendment
issued for such purpose and (b) the sale of Project Notes
issued pursuant to this Resolution for such purpose, (ii)
Advances under the Credit Agreement, (iii) the amounts held
in the Series A Note Payment Fund and the Special System
Account, provided, however, amounts in the Series A Note
Payment Fund attributable to and derived from Advances under
and pursuant to the Agreement are pledged to, and shall be
used to pay, the principal of, premium, if any, and interest

29



on the Project Notes, and (iv) the Interest of the Universi-
ty in the Available University Fund, such pledge of Interest
of the University in the Available University Fund, however,
being subordinate to the pledge thereof securing the payment
of Fund Priority Obligations as described below, and it is
hereby resolved and declared that the principal of and
interest on the Notes shall be and are hereby equally and
ratably secured by and payable from a lien on and pledge of
the sources hereinabove identified in clauses (i), (ii),
(iii), and (iv) subject and subordinate only to the ex-
ceptions noted therein.

Section 2.13. Application of Prior Covenants. The
covenants and agreements (to the extent the same are not
inconsistent herewith) contained in the 1985 Constitutional
Amendment Bond Resolution are hereby incorporated herein and
shall be deemed to be for the benefit and protection of the
Notes and the Holders thereof in like manner as applicable
to the Fund Priority Obligations, provided, however, in the
event of any conflict between the terms, covenants, and
agreements contained herein and the terms, covenants, and
agreements contained in the 1985 Constitutional Amendment
Bond Resoclution, the provisions of the 1985 Constitutional
Amendment Bond Resolution shall control over the provisions
hereof.

In accordance with the provisions of the 1985 Constitu-
tional Amendment Bond Resolution, the Notes represent obli-
gations which are subordinate to the Fund Priority Obliga-
tions. As described in Section 9 of the 1985 Constitutional
Amendment Bond Resolution, there heretofore has been estab-
lished in the Treasury of the State of Texas a fund known as
"Board of Regents of The University of Texas System Perma-
nent University Fund Bonds Interest and Sinking Fund" (here-
inafter called the "Interest and Sinking Fund"). The Fund
Priority Obligations are payable from moneys required to be
transferred to the Interest and Sinking Fund. After provi-
sion has been made for the payment of the principal of and
interest on the Fund Priority Obligations, based upon the
projection of monies to be deposited into the Interest and
Sinking Fund from the Available University Fund which demon-
strates that the deposits to the Series A Note Payment Fund
will not impair the obligation of the Board to pay the prin-
cipal of and interest on the Fund Priority Obligations as
the same mature and come due, the balance of the Interest of
the University in the Available University Fund shall be
made available to the Board to deposit into the Series A
Note Payment Fund such amounts as are necessary to pay the
interest on and/or the principal, and premium, if any, of
the Notes to the extent not paid from the proceeds of Notes,
Short Term Obligations, Fund Priority Obligations, or other
obligations of the Board issued pursuant to the Constitu-
tional Amendment, or with respect to the Project Notes, from
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the proceeds of Advances under the Agreement. After provi-
sion has been made for the payment of the interest and any
premium on and/or principal of the Notes, the balance of the
Interest of the University in the Available University Fund
each year shall be made available to the Board in the manner
provided by law and by regulations of the Board to be used
by the Board as it may lawfully direct.

To the end that money will be available at the Paying
Agent/Registrar in ample time to ‘pay the principal of and
interest and any premium on the Notes as such principal,
interest and premium respectively come due, respectively, an
Authorized Representative, or such officer or employee as
may hereafter be designated by the Board to perform the
following duties, shall perform the following duties:

(1) Concurrently with the issuance of the Notes
there is being established in the Treasury of the State
of Texas the Special System Account. If there is on
deposit in the Special System Account from the Interest
of the University in the Available University Fund,
monies sufficient to pay the interest and any premiym
on  and/or principal of the Notes as the same come due
and mature or are required to be purchased, and to pay
such fees and expenses of the Bank and the Remarketing
Agent as described above in this Section, an Authorized
Representative or such other designated officer or
employee shall transfer from the Special System Account
to the Paying Agent/Registrar for deposit in the Series
A Note Payment Fund moneys  sufficient to pay such
amounts, and thereafter shall direct the Comptroller of
Public Accounts of the State of Texas (hereinafter
called the "Comptroller of Public Accounts”) to restore
the Special System Account to an amount equal to the
amount such official estimates will be necessary from
the Interest of the University in +the Available
University Fund, to pay said interest on and/or
principal of and, premium, 1if any, on the Notes,
including the purchase price thereof.

(2) If it is anticipated that there shall not be
on account in the Series A Note Payment Fund or the
Special System Account, from the Interest of the
University in the Available University Fund, monies
sufficient to pay the interest on and/or principal of,
and premium, if any, on the Notes as the same are due,
an Authorized Representative or such other designated
officer or employee shall implement the procedures
necessary to cause the Comptroller of Public Accounts
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to withdraw from the Interest and Sinking Fund the
amount of such interest and/or principal and any
premium which will become due on the scheduled payment
date and deposit said amount in the Series A Note
Payment Fund or, 1f such deposit cannot be made within
the time required, to make an Advance in such amount.

Section 2.14. Series A Note Construction Account.
There is hereby created and established a separate account
hereby designated as the "Board of Regents of The University
of Texas System Series A Note Construction Account" (the
"Series A Note Construction Account"”). The Series A Note
Construction Account shall be maintained by the Board in an
official depositary of the System. Moneys deposited in the
Series A Note Construction Account shall remain therein
until from time to time expended for the Project Costs, and
shall not be used for any other purposes whatsoever, except
as otherwise provided below, and for temporary investment
thereof as provided in Section 2.11.

Any amounts remaining in the Series A Note Construction
Account and not necessary for the payment of Project Costs
shall be paid into the Series A Note Payment Fund and used
either for the payment of such maturities or purchases of
the Project Notes coming due at such times as may be select-
ed by the Authorized Representative or for the payment of
the Revolving Note, as the case may be. In the event no
Project Notes are outstanding and there are no outstanding
amounts under the Revolving Note, any amounts in the Series
A Note Construction Account not anticipated to be needed to

pay Project Costs shall be transferred to the Interest and
Sinking Fund.

Section 2.15. Cancellation. All Project Notes which
at maturity are surrendered to the Paying Agent/Registrar
for the collection of the principal and interest thereof or
are surrendered for transfer or exchange pursuant to the
provisions hereof or are purchased on behalf of the Board
through an Advance shall, upon payment or issuance of new
Project Notes, be cancelled by the Paying Agent/Registrar
and forthwith transmitted to the Board, and the Board,
thereafter shall have the custody of all thereof.

Section 2.16. Fiscal and Other Agents. In furtherance
of the purposes of this Resolution, the Board may from time
to time appoint and provide for the payment of such addi-
tional fiscal, paying or other agents or trustees as it may
deem necessary or appropriate in connection with the Notes.

Section 2.17. Trust Agreement. The Chairman and the
Executive Secretary of the Board are hereby authorized and
directed to execute and deliver the Trust Agreement with the
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Texas State Treasurer in substantially the form attached
hereto as Exhibit B.

ARTICLE III
INTEREST RATES ON VARIABLE RATE NOTES

Section 3.01. Initial Interest Rates; Subseguent
Rates. The Variable Rate Notes originally issued hereunder
shall bear interest at the Flexible Rate for an initial
Flexible Rate Period which ends on December 20, 1985. At
the end of said initial Flexible Rate Period, the Variable
Rate Notes shall be subject to mandatory tender, without
right of retention by the Registered Owner. Thereafter, the
Variable Rate Notes shall bear interest at the Flexible
Rates determined from time to time in accordance with the
provisions of Section 3.02, except that the Rate Period
applicable to the Variable Rate Notes may be converted to or
from Variable Rate Periods, Flexible Rate Periods, or to the
Fixed Rate Period pursuant to Section 3.02, 3.03, or 3.04.

Section 3.02. Variable Rates; Conversions to Variable
Rate Periods.

(a) Determination by Remarketing Agent. Subject to
the further provisions of this Article III with respect to
particular Variable Rates or conversions between Rate
Periods, the Variable Rate to be applicable to Variable Rate
Notes during any Variable Rate Period shall be determined by
the Remarketing Agent. The Remarketing Agent shall deter-
mine the Variable Rate in accordance with this section on
the Rate Determination Date' and shall notify the Authorized
Representative of such determination of the Variable Rate by
providing telephonic notice of such rate to an Authorized
Representative. The Variable Rate so determined shall
become effective on the first day of the next succeeding
Rate Period.

(i) In each case the Variable Rate for the
Variable Rate Period in question shall be determined by
the Remarketing Agent on the date or dates ("Rate
Determination Date") and at the time or times required
pursuant to Section 3.02 (b), (¢}, (4), (e), (f), or
(g) below, whichever is applicable.

(ii) The Variable Rate so to be determined shall
be the lowest rate of interest which, in the judgment
of the Remarketing Agent, would cause the Variable Rate
Notes to have a market wvalue equal to the principal
amount thereof, plus accrued interest, under prevailing
market conditions as of the date of determination;
provided that: (A) if the Remarketing Agent fails for
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any reason to determine or notify the Authorized
Representative or the Paying Agent of the Variable Rate
for any Variable Rate Period when required hereunder,
the Variable Rate for such period shall be deemed to be
determined as the Variable Rate then in effect; and (B)
in no event shall the Variable Rate for any Variable
Rate Period exceed the Maximum Rate.

(iii) All determinations of Variable Rates pursuant
to this Section shall be conclusive and binding upon
the Board, the Paying Agent, the Bank, and the Holders
of the Variable Rate Notes to which such rates are
applicable. The Board, the Paying Agent, and the
Remarketing Agent shall not be liable to any Holders
for failure to give any notice required above or for
failure of any Holders to receive any such notice.

(b) Daily Rates. A Daily Rate shall be determined for
each Daily Rate Period as follows:

(i) Daily Rate Periods shall commence on each
Business Day and shall extend to, but not include, the
next succeeding Business Day.

(ii) The Daily Rate for each Daily Rate Period
shall be effective from and including the commencement
date thereof and shall remain in effect to, but not
including, the next succeeding Business Day. Each such
Daily Rate shall be determined between 1:00 p.m. and
4:00 p.m., New York City time, on the Business Day
immediately preceding the commencement date of the
Daily Rate Period to which it relates and made avail-
able to the Paying Agent by the Remarketing Agent by
the close of business on the day such rate is deter-
mined. If the Daily Rate is not determined for any day
the Daily Rate determined for the preceding day shall
remain in effect.

(iii) Notice of Daily Rates determined £for each
Daily Rate Period shall be given by the Paying Agent by
first class mail to each Registered Owner by monthly
statement within 7 Business Days after each Interest
Payment Date on which Interest at a Daily Rate or Rates
is to be paid.

(c) Weekly Rates. A Weekly Rate shall be determined
for each Weekly Rate Period as follows:

(i) Weekly Rate Periods shall commence on Wednes-
day of each week and end on Tuesday of the following
week; except that (A) in the case of a conversion to a
Weekly Rate Period from a different Variable Rate
Period or from a Flexible Rate Period, the initial
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Weekly Rate Period shall commence on the Conversion
Date from such other Variable Rate Period and end on
Tuesday of the following week; and (B) in the case of a
conversion from a Weekly Rate Period to a different
Rate Period or to the Fixed Rate, the last Weekly Rate
Period prior to conversion shall end on the last day
immediately preceding the Conversion Date.

(ii) The Weekly Rate for each Weekly Rate Period
shall be effective from and including the commencement
date of such period and shall remain in effect through
and including the last day thereof. Each such Weekly
Rate shall be determined by the Remarketing Agent on
the eighth (8th) day prior to the commencement date of
the Weekly Rate Period to which it relates or the
immediately succeeding Business Day, 1if such eighth
(8th) day is not a Business Day, and made available to
the Paying Agent by the Remarketing Agent by the close
of business on the day such rate is determined.

(iii) Notice of Weekly Rates determined for each
Weekly Rate Period shall be given by the Paying Agent
by first class mail to each Registered Owner by monthly
statement within 7 Business Days after each Interest
Payment Date on which interest at a Weekly Rate or
Rates is to be paid.

(d) Monthly Rates. A Monthly Rate shall be determined
for each Monthly Rate Period as follows:

(i) Monthly Rate Periods shall commence on the
first Business Day of each calendar month and end on
the last day prior to the first Business Day of the
following month.

(ii) The Monthly Rate for each Monthly Rate Period
shall be effective from and including the commencement
date of such period and shall remain in effect through
and including the last day thereof. Each such Monthly
Rate shall be determined by the Remarketing Agent not
later than 12:00 p.m., New York City time, on the
Business Day immediately preceding the commencement
date of such period and made available to the Paying
Agent by the Remarketing Agent by the close of business
on the day such rate is determined.

(iii) Notice of Monthly Rates determined for each
Monthly Rate Period shall be given by the Paying Agent
by first class mail to each Registered Owner within 7
Business Days after 1its determination pursuant to
Section 3.02(d)(ii) above.
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(e) Quarterly Rates. A Quarterly Rate shall be
determined for each Quarterly Rate Period as follows:

(i) Quarterly Rate Periods shall (A) commence
initially on a Quarterly Rate Conversion Date; and (B)
end on the last day preceding either the commencement
date of the following Quarterly Rate Period or the
Conversion Date on which a different type of Rate
Period shall become effective.

(ii) The Quarterly Rate for each Quarterly Rate
Period shall be effective from and including the
commencement date of such period and shall remain in
effect through and including the 1last date thereof.
Each such Quarterly Rate shall be determined by the
Remarketing Agent not later than 12:00 p.m., New York
City time, on the Business Day immediately preceding
the commencement date of such period and made available
to the Paying Agent by the Remarketing Agent by the
close of business on the same day.

(iii) Notice of a Quarterly Rate shall be given by
the Paying Agent by first class mail to each Registered
Owner promptly after such actual Quarterly Rate 1is
determined pursuant to Section 3.02(e)(ii) above.

(£f) Semiannual Rates. A Semiannual Rate shall be
determined for each Semiannual Rate Period as follows:

(i) Semiannual Rate Periods shall (A) commence
initially on the Conversion Date to a Semiannual Rate
Period from a different type of Rate Period and on the
first day of each sixth (6th) calendar month
thereafter; and (B) end on the last day preceding
either the commencement date of the following
Semiannual Rate Period or the Conversion Date on which
a different type of Rate Period shall become effective.

(ii) The Semiannual Rate for each Semiannual Rate
Period shall be effective from and including the
commencement date of such period and shall remain in
effect through and including the last day thereof.
Each such Semiannual Rate shall be determined by the
Remarketing Agent for each Semiannual Rate Period shall
be determined not later than 12:00 p.m., New York City
time, on the Business Day immediately preceding the
commencement date of such period and made available to
the Paying Agent by the Remarketing Agent by the close
of business on the day such rate is determined.

(iii) Notice of each Semiannual Rate shall be given
by the Paying Agent by first c¢lass mail to each

36



Registered Owner promptly after such actual Semiannual
Rate 1is determined pursuant to Section 3.02(£f)(ii)
above.

(g) Term Rates. A Term Rate shall be determined for
each Term Rate Period as follows:

(i) Term Rate Periods shall (A) commence initial-
ly on the Term Rate Conversion Date and on the first
day of a calendar month which is an integral multiple
of twelve (12) calendar months thereafter; and (B) end
on the last day preceding either the commencement date
of the following Term Rate Period or the Conversion

Date on which a different Rate Period, shall become
effective.

(ii) The Term Rate for each Term Rate Period shall
be effective from and including the commencement date
of such period and remain in effect through and includ-
ing the last day thereof. Each such Term Rate shall be
determined for each Term Rate Period not later than
12:00 p.m., New York City time, on the day immediately
preceding the commencement date of such period and made
available to the Paying Agent by the Remarketing Agent

by the <close of business on the day such rate is
determined.

(iii) Notice of each Term Rate shall be given by
the Paying Agent by first class mail to each Registered
Owner promptly after such actual Term Rate 1is de-
termined pursuant to Section 3.02(g)(ii) above.

(h) Conversions between Variable Rate Periods. At the
option of an Authorized Representative, the Variable Rate
Notes may be converted from one Variable Rate Period to
another. To accomplish the proposed conversion, the Au-
thorized Representative shall give written notice of the
proposed conversion together with a c¢opy of the opinion
referréd to in Section 3.02(h)(v), if applicable, to the
Remarketing Agent not fewer than one day prior to the date
that notice is required to be given pursuant to Section

3.02(h)(ii). The conversion shall be accomplished as
follows:

(i) The Conversion Date of a conversion to a
different Variable Rate Period shall be an Interest
Payment Date on which interest is payable for the
Variable Rate Period from which the conversion is to be
made; provided, however, that if the conversion is from
a Term Rate Period to a different Variable Rate Period,
the Conversion Date shall be limited to an Interest
Payment Date on which a new Term Rate Period would
otherwise have commenced pursuant to Section 3.02(g)
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above; and provided, further, that if the conversion is
between Daily and Weekly Rate Periods, the Conversion
Date may be any Wednesday, regardless of whether the
Wednesday is an Interest Payment Date.

(ii) The Authorized Representative shall give
written notice of any such conversion to the Paying
Agent and the Bank, not fewer than forty-five (45) days
prior to the proposed Conversion Date, or twenty (20)
days in the case of conversions between Daily and
Weekly Rate Periods. Such' notice shall specify the
proposed Conversion Date and the Variable Rate Period
to which the conversion will be made, and in the case
of conversion to a Term Rate Period, or to a new Term
Rate Period if the previous Rate Period is a Term Rate
Period, the number of years to be included within such
Term Rate Period.

(iii) Not fewer than fifteen (15) days prior to the
Conversion Date in the case of conversions between
Daily and Weekly Rate Periods and not fewer than thirty
(30) days prior to the Conversion Date in all other
cases (including Flexible Rate Periods), the Paying
Agent, except as provided in Section 3.05, shall mail
(by £first <class mail) a written notice of the
conversion to the Registered Owners. Such notice shall

(A) contain the information set forth in the
notice from the Authorized Representative pursuant
to Section 3.02(h)(ii) above,

(B) set forth the dates by which the Remar-
keting Agent will determine and the Paying Agent
will notify the Registered Owners of the Variable
Rate for the Variable Rate Period commencing on
the Conversion Date pursuant to Section
3.02(h)(iv) below, and

(C) set forth the matters required to be
stated pursuant to Section 4.03 with respect to

purchases of Variable Rate Notes governed by such
Section.

(iv) The Variable Rate for the Variable Rate
Period commencing on the Conversion Date shall be
determined by the Remarketing Agent in the manner
provided in Section 3.02(a) above on the date set forth
in Section 3.02(b), (c), (4), (e), (f), or (g) above,
whichever is applicable to the Variable Rate Period to
which the conversion shall be made.

(v) Any conversion pursuant to this Section
3.02(h) from a Flexible, Daily, Weekly, Monthly,
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Quarterly, or Semiannual Rate Period to a Term Rate
Period; or from a Term Rate Period to another Term Rate
Period; or from a Term Rate Period to a Flexible,
Daily, Weekly, Monthly, OQuarterly, or Semiannual Rate
Period; or from a Flexible, Daily, Weekly, Monthly,
Quarterly, Semiannual or Term Rate Period to a Fixed
Rate shall be subject to the condition that on or
before the date of such conversion, an Authorized
Representative shall have delivered to the Paying Agent
and the Remarketing Agent an opinion of nationally
recognized bond counsel to the effect that the conver-
sion is authorized hereunder and will not adversely
affect the exemption of interest on the Variable Rate
Notes from federal income taxation. If said opinion is
not delivered, the conversion shall not occur and the
Variable Rate Notes shall remain in the same Rate
Period.

(i) Conversions from Flexible Periods. At the option
of an Authorized Representative, the Variable Rate Notes may
be converted from Flexible Rate Periods to a Variable Rate
Period. To accomplish the proposed conversion, an Au-
thorized Representative shall give written notice of the
proposed conversion together with a copy of the opinion
referred to in Section 3.02(h)(v), if applicable, to the
Remarketing Agent not fewer than one day prior to the date
that notice is required to be given pursuant to subparagraph
3.02(1i)(ii). The conversion shall be accomplished as
follows:

(i) The Conversion Date shall be both (A) the
first Business Day of a calendar month, and (B) the
last Interest Payment Date on which interest is payable
for any Flexible Rate Periods theretofore established
for the Variable Rate Notes to be converted pursuant to
Section 3.03.

(ii) The Authorized Representative shall give
written notice of any such conversion to the Paying
Agent and the Bank no fewer than forty-five (45) days
prior to the proposed Conversion Date. Such notice
shall specify the proposed Conversion Date and the type
of Rate Period to which the conversion will be made,
and in the case of conversion to a Term Rate Period,
the number of years to be included within such Term
Rate Period. The Paying Agent shall give notice of
conversion to Registered Owners prior to the Conversion
Date in the manner prescribed by Section 3.02(h)(iii).
Notwithstanding the foregoing, however, no conversion
shall be effected unless, prior to the date on which
such notice is required to be given, the Paying Agent
shall have received written confirmation from the
Remarketing Agent to the effect that it has not
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established and will not establish any Flexible Rate
Periods extending beyond the Conversion Date and, if
applicable, the opinion required by Section 3.02(h) (V)
above shall be delivered prior to the Conversion Date.
If said opinion is not delivered, the conversion shall
not occur and the Variable Rate Notes shall remain in
the same Rate Period.

(iii) The Variable Rate for the Variable Rate
Period commencing on the Conversion Date shall be
established and notice thereof shall be given in the
same manner as 1is provided for conversions from one
Variable Rate Period to another pursuant to Section
3.02(h)(iii) above, except as provided in Section 3.05.

Section 3.03. Flexible Rates; Conversions to Flexible
Rate Periods.

(a) Flexible Rates. A Flexible Rate for each Flexible
Rate Period shall be determined as follows:

(i) The Flexible Rate Period for each Variable
Rate Note shall be of such duration, not exceeding 180
days, as may be offered by the Remarketing Agent and
specified by the purchaser pursuant to Section 4.02 or
4.03 hereof and any Variable Rate Note may bear inter-
est at a Flexible Rate for a Flexible Rate Period
different from any other Variable Rate Note; provided
that each such Flexible Rate Period shall (A) commence
on a Business Day (initially, the Flexible Rate Conver-
sion Date), and (B) end on a day which is a Business
Day.

(ii) The Flexible Rate for each Flexible Rate
Period shall be effective from and including the
commencement date of such period through but not
including the last day thereof. Each such Flexible
Rate shall be determined by the Remarketing Agent in
connection with the sale of the Variable Rate Note .or
Variable Rate Notes to which it relates pursuant to
Section 4.02 or 4.03 hereof. Flexible Rates shall be
determined for Variable Rate Notes prior to the com-
mencement of each Flexible Rate Period with respect to
such Variable Rate Note by the Remarketing Agent in
connection with the remarketing of Variable Rate Notes,
by the offer and acceptance of purchase commitments for
such Variable Rate Notes at a rate or rates it deems to
be advisable in order to minimize the net interest cost
on the Variable Rate Notes under prevailing market
conditions and shall notify an Authorized Representa-
tive of the Flexible Rate Period and the Flexible Rate
for each Variable Rate Note by providing telephonic
notice of such period and rate to an Authorized
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Representative. If the Flexible Rate Period 1is
approved by an Authorized Representative (and it will
be deemed to be approved if it is not rejected by an
Authorized Representative within thirty minutes after
such telephonic notice), it shall become effective on
the first day of the next Rate Period. If the period
is rejected by the Authorized Representative, the next
succeeding Rate Period shall be a Flexible Rate Period
of one day's duration. Longer Flexible Rate Periods
may be established pursuant to Section 4.02(b) hereof.

(b) Conversions to Flexible Rate Periods. At the
option of an Authorized Representative, the Variable Rate
Notes may be converted from a Variable Rate Period to
Flexible Rate Periods. To accomplish the proposed conver-
sion, the Authorized Representative shall give written
notice of the proposed conversion together with a copy of
the opinion referred to in Section 3.02(h)(v), if
applicable, to the Remarketing Agent not fewer than one day
prior to the date that notice is required to be given
pursuant to Section 3.03(b)(ii). The conversion shall be
accomplished as follows:

(i) In any such case, the Flexible Rate Conver-
sion Date shall be an Interest Payment Date on which
interest is payable for the Variable Rate Period from
which the conversion is to be made; provided, however,
that in the case of a conversion from a Term Rate
Period, the Conversion Date shall be an Interest
Payment Date on which a new Term Rate Period would
otherwise have commenced pursuant to Section 3.02(g).

(ii) The Authorized Representative shall give
written notice of any such conversion to the Paying
Agent and the Bank in the manner and at the times
prescribed by Sections 3.02(h)(ii) and (iii) above.

(iii) Not fewer than thirty (30) days prior to the
Conversion Date, the Paying Agent, except as provided
in Section 3.05, shall mail (by first class mail) a
written notice of the conversion to the Registered
Owner of all Variable Rate Notes, specifying the
Conversion Date and setting forth the matters required
to be stated pursuant to Section 4.03 with respect to
purchases of Variable Rate Notes governed by such
Section.

(iv) Any conversion at the direction of an
Authorized Representative pursuant to this Section
3.03(b) shall be subject to the condition, if required
by Section 3.02(h)(v), that on or before the date of
such conversion, the Authorized Representative shall
have delivered to the Paying Agent and the Remarketing

41



Agent an opinion of nationally recognized bond counsel
to the effect that the conversion is authorized hereun-
der and will not adversely affect the exemption of
interest on the Variable Rate Notes from federal income
taxation. If said opinion is not delivered or 1if
conversion 1is to be made on the determination of the
Remarketing Agent and is rejected by the Authorized
Representative, the conversion shall not occur and the
Variable Rate Notes shall remain in the same Rate
Period.

Section 3.04. Fixed Rate Conversion at Option of
Authorized Representative. At the option of an Authorized
Representative, the Variable Rate Notes bearing interest at
a Variable Rate or Flexible Rates may be converted to bear
interest at a Fixed Rate to their final maturity. Any such
conversion, shall be made as follows:

(a) The Fixed Rate Conversion Date shall be an Inter-
est Payment Date on which interest is payable for the
Variable Rate Period from which the conversion is to be made
or an Interest Payment Date on which interest is payable for
all Variable Rate Notes during Flexible Rate Periods.

(b) (i) The Authorized Representative shall give
written notice of any such conversion to the Remarketing
Agent, the Paying Agent, and the Bank, not fewer than
forty-five (45) days prior to the proposed Conversion Date.
"Such notice shall specify the Fixed Rate Conversion Date.

(ii) Not fewer than thirty (30) days prior to the Fixed
Rate Conversion Date, the Paying Agent shall mail (by first
class mail) a written notice of the conversion to the Holder
of all Variable Rate Notes, specifying the Conversion Date
and setting forth the matters required to be stated pursuant
to Section 3.04(c) hereof.

(c) DNotice of conversion shall be given by first class
mail by the Paying Agent to the Holders of all Variable Rate
Notes. Such notice shall inform the Holders of:

(i) the proposed Fixed Rate Conversion Date;

(ii) the dates by which the Authorized Representa-
tive will determine and the Paying Agent will notify
the Holders of the Fixed Rate pursuant to Section
3.04(d) below;

(iii) the conditions to the conversion pursuant to
Section 3.04(e) below; and
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(iv) the matters required to be stated pursuant to
Section 4.04 hereof with respect to purchases of
Variable Rate Notes governed by such Section.

(d) ©Not later than 12:00 p.m., New York City time, on
the Business Day prior to the Fixed Rate Conversion Date an
Authorized Representative shall determine the Fixed Rate for
the Variable Rate Notes and make the Fixed Rate available to
the Paying Agent. Such determination shall be conclusive
and binding upon the Board, the Paying Agent and the Holders
of the Variable Rate Notes to which such rate will be
applicable. Promptly after the date of determination, the
Paying Agent shall give notice of such Fixed Rate by first
class mail to the Board, the Remarketing Agent, the Bank and
the Holders (as of the Fixed Rate Conversion Date).

(e) Any conversion to a Fixed Rate pursuant to this
Section 3.04 shall be subject to the following conditions:

(i) on or before the Fixed Rate Conversion Date,
an Authorized Representative shall have delivered to
the Paying Agent and the Remarketing Agent an opinion
of nationally recognized bond counsel to the effect
that the conversion is authorized hereunder and will
not adversely affect the exemption of interest on the
Variable Rate Notes from federal income taxation; and

(ii) as of the Fixed Rate Conversion Date, suffi-
cient funds shall be available to purchase Variable
Rate Notes which are then required to be purchased
pursuant to Section 4.04 hereof. If the foregoing
conditions are not met for any reason, the conversion
shall not be effective, the Variable Rate Notes shall
continue to bear interest at the last effective Vari-
able Rate (if the conversion was to have been made from
a Variable Rate Period), at Flexible Rates determined
by the Remarketing Agent pursuant to the provisions of
Section 3.03(a) as of the date on which the conversion
was to occur (if the conversion was to have been made
from Flexible Rate Periods). The Paying Agent shall
promptly notify the Registered Owners of such fact and
shall give all additional notices and take all further
actions required pursuant to Section 4.06.

Section 3.05. Notices to Registered Owners.

In the event that the Remarketing Agent has not provid-
ed the Registrar with complete registration information,
including the name and address of any Registered Owner of a
Variable Rate Note, any notice which the Paying Agent is
required to give to such Registered Owner with respect to
such Variable Rate Note shall be sent by the Paying Agent to
the Remarketing Agent and it shall  Dbe the sole
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responsibility of the Remarketing Agent to furnish such
notice to the Registered Owner. Where the Registrar has not
been provided with complete registration information,
including name and address of any Registered Owner, the
Registrar and Paying Agent shall have no responsibility nor
incur any liability in connection with the giving of such
notice.

ARTICLE IV
TENDER AND PURCHASE OF VARIABLE RATE NOTES

Section 4.01. Tenders During Variable Rate Periods.

(a) Purchase Dates. The Holders of Variable Rate
Notes bearing interest at Variable Rates may elect to have
their Variable Rate Notes (or portions thereof in amounts
equal to the lowest denomination then authorized pursuant to
Section 2.07 hereof or whole multiples of such lowest de-
nomination) purchased at a purchase price equal to 100% of
the principal amount of such Variable Rate Notes (or
portions), plus accrued interest, if any, on the following
purchase dates and upon the giving of the following tele-
phonic or written notices meeting the further requirements
of subsection (b) below:

(i) Variable Rate Notes bearing interest at Daily
Rates may be tendered for purchase at a price payable
in immediately available funds on any Business Day
prior to conversion from a Daily Rate Period to a
different Rate Period, upon telephonic notice of tender
given to the Paying Agent and the Remarketing Agent not
later than 11:00 a.m., New York City time, on the
purchase date.

(ii) Variable Rate Notes bearing interest at
Weekly Rates may be tendered for purchase at a price
payable in immediately available funds on any Business
Day prior to conversion from a Weekly Rate Period to a
different Rate Period upon delivery of a written notice
of tender to the Paying Agent not later than 5:00 p.m.,
New York City time, on a Business Day not fewer than
seven (7) days prior to the purchase date.

(iii) Variable Rate Notes bearing interest at
Monthly Rates may be tendered for purchase on any
Interest Payment Date for such Variable Rate Notes at a
price payable in immediately available funds upon
delivery of a written notice of tender not later than
5:00 p.m., New York City time, on a Business Day which
is not fewer than three (3) Business Days prior to the
purchase date.
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(iv) Variable Rate Notes bearing interest at a
Quarterly or Semiannual Rate may be tendered for
purchase on Interest Payment Date for such Variable
Rate Notes at a price payable in clearing house funds
upon delivery of a written notice of tender not later
than 5:00 p.m., New York City time, on a Business Day
which 1is not fewer than seven (7) days prior to the
purchase date.

{v) Variable Rate Notes bearing interest at a
Term Rate may be tendered for purchase on the commence-
ment date the following Rate Period for such Variable
Rate Notes at a price payable in clearing house funds
upon delivery of a written notice of tender not later
than 5:00 p.m., New York City time, on a Business Day
which is not fewer than seven (7) days prior to the
purchase date.

{vi) Notwithstanding any provision in this sub-
section to the contrary, any Registered Owner who has
elected to retain Variable Rate Notes upon a conversion
from one Rate Period to another in the manner pre-
scribed in Section 4.03 or Section 4.04 may no longer
elect to have their Variable Rate Notes purchased as
provided in this Section 4.01.

(b) Notice of Tender. Each notice of tender:

(i) shall, in the case of a written notice, be
delivered to the Paying Agent at its corporate trust
office and be in form satisfactory to the Paying Agent;

(ii) shall state, whether delivered in writing or
by telephone (A) the principal amount of the Variable
Rate Note to which the notice relates, (B) that the
Holder irrevocably demands purchase of such Variable -
Rate Note or a specified portion thereof in an amount
equal to the lowest denomination, then authorized
pursuant to Section 2.07(b) hereof or a whole multiple
of such lowest denomination, hereof or a whole multiple
of such lowest denomination, (C) the date on which such
Variable Rate Note or portion is to be purchased, and
(D) payment instructions with respect to the purchase
price; and

(iii) shall automatically constitute, whether
delivered in writing or by telephone, (A) an irrevoca-
ble offer to sell the Variable Rate Note (or portion
thereof) to which the notice relates on the purchase
date to any purchaser selected by the Remarketing
Agent, at a price equal to the principal amount of such
Variable Rate Note (or portion thereof) plus any
interest thereon accrued and unpaid as of the purchase

45



date, (B) an irrevocable authorization and instruction
to the Paying Agent to effect transfer of such Variable
Rate Note (or portion thereof) upon payment of such
price to the Paying Agent on the purchase date, (C) an
irrevocable authorization and instruction to the Paying
Agent to effect the exchange of the Variable Rate Note
to be purchased in whole or in part for other Variable
Rate Notes in an equal aggregate principal amount so as
to facilitate the sale of such Variable Rate Note (or
portion thereof to be purchased), and (D) an acknowl-
edgement that such Registered Owner will have no
further rights with respect. to such Variable Rate Note
(or portion thereof) upon payment of the purchase price
thereof to the Paying Agent on the purchase date,
except for the right of such Registered Owner to
receive such purchase price upon surrender of such
Variable Rate Note to the Paying Agent and that after
the purchase date such Registered Owner will hold an
undelivered certificate as agent for the Paying Agent.

The determination of the Paying Agent as to whether a
notice of tender has been properly delivered pursuant to the
foregoing shall be conclusive and binding upon the Register-
ed Owner. The Paying Agent may waive nonconforming tenders.

(c) Variable Rate Notes to be Remarketed. Not later
than 11:00 a.m., New York City time, on the Business Day
immediately following the date of receipt of any notice of
tender (or immediately upon such receipt, in the case of
Variable Rate Notes bearing interest at Daily Rates), the
Paying Agent shall notify, by telephone promptly confirmed
in writing, in the case of a Daily or Weekly Rate, and in
writing in all other cases an Authorized Representative, the
Remarketing Agent and the Bank o¢f the principal amount of
Variable Rate Notes (or portions thereof) to be purchased
and the date of purchase.

(d) Remarketing of Tendered Variable Rate Notes.
Unless otherwise instructed by an Authorized Representative,
the Remarketing Agent shall offer for sale and use its best
efforts to find purchasers for all Variable Rate Notes or
portions thereof for which notice of tender has been re-
ceived pursuant to Section 4.01(c) above. The terms of any
sale by the Remarketing Agent shall provide for the payment
of the purchase price for tendered Variable Rate Notes by
the Remarketing Agent to the Paying Agent (in exchange for
new registered Variable Rate Notes) (i) in immediately
available funds at or before 2:00 p.m., New York City time,
on the purchase date, in the case of Variable Rate Notes
bearing interest at Daily, Weekly, Monthly, or Quarterly
Rates, and (ii) in clearing house funds at or before 12:00
p-m., New York City time, on the purchase date, in the case
of Variable Rate Notes bearing interest at Semiannual or
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Term Rates. Notwithstanding the foregoing, the Remarketing
Agent shall not sell any Variable Rate Note for which a
notice of. conversion from one type of Variable Rate Period
to another, to Flexible Rate Periods or to a Fixed Rate
Period has been given by the Paying Agent unless the Remar-
keting Agent has advised the person to whom the sale is made
of the conversion.

(e) Purchase of Tendered Variable Rate Notes.

(i) Notice. At or before 3:00 p.m., New York
City time, on the Business Day immediately preceding
the date fixed for purchase of tendered Variable Rate
Notes (or 12:45 p.m., New York City time, on the
purchase date in the case of Variable Rate Notes
bearing interest at Daily Rates), the Remarketing Agent
shall give notice by telephone, telegram, telecopy,
telex, or other similar communication to the an Au-
thorized Representative and the Paying Agent of the
principal amount of tendered Variable Rate Notes which
were remarketed. Not later than 5:00 p.m. (or 1:30
‘p.m., 1in the case of Variable Rate Notes bearing
interest at Daily Rates), New York City time, on the
date of receipt of such notice the Paying Agent shall
give notice by telephone, telegram, telecopy, or other
similar communication to an Authorized Representative
and the Bank specifying the principal amount of ten-
dered Variable Rate Notes as to which the Remarketing
Agent has not found a purchaser. At or before 3:00
p-m., New York City time on the day prior to the
purchase date to the extent known to the Remarketing
Agent, but in any event, no later than 11:00 a.m. (or
1:00 p.m., in the case of Variable Rate Notes bearing
interest at Daily Rates), New York City time, on the
date fixed for purchase, the Remarketing Agent shall
give notice to the Paying Agent by telephone (promptly
confirmed in writing) of any change in the names,
addresses, and taxpayer identification numbers of the
purchasers, the denominations of Variable Rate Notes to
be delivered to each purchaser, and, if available,
payment instructions for regularly scheduled interest
payments.

(ii) Sources of Payment. The Remarketing Agent
shall cause to be paid to the Paying Agent for deposit
in the Series A Note Payment Fund on the date fixed for
purchase of tendered Variable Rate Notes, all amounts
representing proceeds of the remarketing of such
Variable Rate Notes, such payments to be made in the
manner and at the time specified in Section 4.01(4)
above. If such amounts, plus all other amounts re-
ceived by the Paying Agent for the purchase of tendered
Variable Rate Notes, are not sufficient to pay the
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pr