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to each member of the Board of Regents prior to the meetings held
on

November 11-12, 1998
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some do not get copies. If the Executive Secretary was fur-
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BOARD OF REGENTS
: OF
THE UNIVERSITY OF TEXAS SYSTEM

CALENDAR
Date: Woednesday, February 10, 1999
Time: 9:30 a.m.
Place: Regents' Meeting Room, Ninth Floor, Ashbel Smith Hall

201 West Seventh Street
Austin, Texas

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

See PageBofR-1,

| ltems A-D
Date: Thursday, February 11, 1999
Time: 9:30 a.m.
Place: Frank C. Erwin, Jr. Atrium, Eighth Floor, Lyndon Baines

Johnson Library and Museum
The University of Texas at Austin
2313 Red River Street
Austin, Texas

Purpose: Reconvene in Open Session to Continue Until
Completion of Business

See PagesBof R2 -70,
ltems E-P

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

President Faulkner's Office (5612) 471-1232
(for calls during February 11 meeting)
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Meeting of the Board



AGENDA FOR MEETING
OF
BOARD OF REGENTS
OF
THE UNIVERSITY OF TEXAS SYSTEM

Date: Wednesday, February 10, 1999
Time: 9:30 a.m.

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

A CALL TO ORDER

o

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

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

U. T. Austin. Pending and Potential Contemplated
Litigation

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

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

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

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

D. RECESS
BofR-1
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AGENDA FOR MEETING
OF
BOARD OF REGENTS
OF
THE UNIVERSITY OF TEXAS SYSTEM

Thursday, February 11, 1999

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

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

RECONVENE IN OPEN SESSION

WELCOME BY PRESIDENT FAULKNER

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

SPECIAL ITEMS

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

Through November 30, 1998.--

(See PagesBof R3-7.)

BofR-2
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ACCEPTANCE OF GIFTS HELD BY BOARD

ASSET TYPES
#ALL COMPONENT REAL MATCHING

3 U. T. System ' 60,000 § - b - $ - 3 - s - 5 - s 60,000

3 U.T. Arlingion $ 11,386 § - b} - 3 - b - $ 20000 % - 3 31,386
25 U.T. Austin $ 1,064,833 § 39513 % - 3 61,822 3§ - s 2,041,013 % - 3 1,166,167 *
1 U. T. Dallas 3 1,000,000 § - $ - $ - b - $ - 3 - s 1,000,600

9 U. T El Pase S 751,530 % 24739  § 800,000 % - s - s 33,282 % - 3 1,597,047 *
1 U. T. Permian Basin 5 6666 § - b} - $ 3334 § - $ - b3 - $ 10,000

4 U. T. San Antonio S 53600 § - s - 3 - $ - 3 - 3 - $ 53,600

8 U. T. SWMC-Dallas 5 1,492,000 § - $ - b3 850,000 % - $ - b 751,000 $ 2,342,000 *
5 U. T. M.B.-Galveston b ) 55990 § - 5 - 3 85000 § - S 23303 % - b} 164,293
16 UTHSC-Houston b 417931 $ - 3 - 3 1,077.600 § - $ 764,092 § - b 2,259,623

1 UTHSC-San Antonio b 1000000 § - $ - $ - 3 - $ - $ - s 1,000,000

11 UTMDACC s 162,831 % - $ - $ - 5 - 3 - 3 - 3 162,831

3 UTHC-Tyler s 227933 § - s - 3 375,000 § - $ - 3 - $ 602,933
90 TOTAL 3 6304701 § 64,252 % 800,000 § 2452756 § - s 2,881,689 % 751,000 % 10,449,881 *

* Not included in total:

U. T. Austin- $2,041,013 of previously accepted gifts;
U. T. El Paso - $12,504.of transfers of endowment funds;
U. T. SWMC-Dallas - $751,000 of Board-held matching funds.

NOTE: Compiled by Office of Development and Exiernal Relations
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CLASSIFICATION OF GIFTS AND OTHER ACTIONS

CHARITABLE POOLED HELD IN

COMPONENT REMAINDER INCOME REMAINDER TRUST CURRENT

INSTITUTION ENDOWMENTS IRUSTS FUND INTERESTS BY OTHERS PURPOSE OTHER
U.T. Sysiem 3 - - - — —_ —
U.T. Adington 3 — — — — — -
U. T. Austin 20 - —_ - 5 - —
U. T. Dallas 1 — —-— —_ - — —
U. T. El Paso 9 — — — — — —
U. T. Permian Basin 1 - —-— — —_ - —
U. T. San Antonio 4 - - —_ -— — —
U. T. SWMC-Dallas 6 — - — 3 1 -
U. T. M.B.-Galveston 5 —— — —_ —_ -— —
UTHSC-Houston 13 - — —_ 4 - -
UTHSC-San Antonio 1 - - —_ —_ — -
UTMDACC 1 - —_ — 4 6 —
UTHC-Tyler 2 — - - —_ 1 —

TOTAL 69 0 0 0 16 g 0



g-yjod

PURPOSES OF GIFTS HELD BY BOARD AND OTHERS

ENDOWMENT
COMPONENT DIST. DIST. FACULTY GRADUATE CURRENT OTHER
INSTITUTION CHAIR CHAIR RROF'SHIP LEROF'SHIP EELLOWSHIP FELLOWSHIP SCHOLARSHIP OTHER  BURPOSE PURPOSE
U.T. System —_ —_ — - - — - 3 _ .
U. T. Arlington - - - - - - 3 — — —
U.T. Austin -— 1 — L - — 9 9 —
L. T. Dallas - 1 - —_— . — — — — — -
U.T. El Paso - i - 1 - - 4 3 — —
U. T. Permian Basin - - - — — — 1 — .- -
U. T. San Antonio — — —_ - — — 3 —_ — —
U. T. SWMC-Dallas 2 1 — 1 — — —_— 2 1 —
U. T. M.B.-Galveston - — — - — —_ 3 2 —_— -
UTHSC-Houston 2+ ! 1 4 — — 4 2 - o
UTHSC-San Antonio 1 - — —- — - — - - -
UTMDACC - —_ - — - - — — 10 -
UTHC-Tyler —_ — —_ 1 — —_ — 1 1 —
TOTAL 5 5 1 8 0 0 27 22 12 [}

* Includes 1 Distinguished University Chair.

Total purposes may not equal the tolal number of ilems because some items pertain to multiple purposes.
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COMPONENT
INSTITUTION

U.T. System

ESTABLISH

ENDOWMENT = _ENDOWMENTIEVEL ~  BEDESIGNATION ~ ENDOWMENT = MATCHING — = TRUSTEESHIP  OTHER

OTHER ADMINISTRATIVE ACTIONS

REDESIGNATE

OTHER

DISSOLVE

APPROVE/ALLOCATE

ACCEPT

U. T. Arlington

U. T. Austin

U. T. Dallas

U. T. El Paso

U. T. Permian Basin

U. T. San Antonio

U. T. SWMC-Dallas

U. T. M.B.-Galveston

UTHSC-Houston

UTHSC-5an Antonio

UTMDACC

UTHC-Tyler

TOTAL
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COMPARATIVE SUMMARY OF GIFTS ACCEPTED VIA THE OFFICIAL ADMINISTRATIVE PROCESS

COMPONENT FY 1998 FISCAL YEAR 1999
INSTITUTION ELILL YEAR 9198 - 1130/98 12/1/98 - 2/28/99 3/1/99 - 5/31/99

U. T. System $ —-— 3 60,000

U. T. Arlington 3 1,633,567 s 31,386

U. T. Austin 3 16,888,581 3 1,166,167

U. T. Brownsville s 10,000 h -

U. T. Dallas s 411,126 3 1,600,000

. U.T. El Paso b 4,064,288 s 1,597,047

U. T. Pan American $ 1,142,022 s —

U. T. Permian Basin $ 272,170 H 10,000

U. T. San Anionio 3 236,907 $ 53,600

U. T. Tyler 3 554,169 3 -

U. T. SWMC-Dallas $ 35,511,381 3 2,342,000

U. T. M.B.-Galveston b} 4,135,559 s 164,293

UTHSC-Houston 3 . 5,595,404 b 2,259,623

UTHSC-San Antonio b 72,330, 175 b 1,000,000

UTMDACC 3 13,780,273 3 162,831

UTHC-Tyler 3 476,000 3 602,933

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



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

Board).--

RECOMMENDATION

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

Sec. 3.  Chairman of the Board.

3.1 Election of Chairman.--The Chairman of the Board shall be elected
by the Board from its number, shall serve at the pleasure of the
Board, and shall report and be responsible to the Board. In case of
the death, resignation, disability, removal, or disqualification of the
Chairman, the Board shall elect a successor Chairman as soon as

- practicable. Election of the Chairman shall take place during the
February meeting held in odd-numbered years or, if new members of
the Board have not been appointed and received the consent of the

Senate, at the next available opportunity. [ir-ne-eventshallaBoard

BACKGROUND iINFORMATION

Subsection 3.1 of Chapter |, Part One of the Regents' Rules and Regulations cur-
rently requires the Chairman of the Board to resign after 24 months of service,

and Section 4 and Subsection 5.1 of this Chapter require the election of the Vice-
Chairmen and Executive Secretary of the Board to be held at the time the Chairman
is elected. Subsection 3.1 is not sufficiently flexible to allow slightly longer or
slightly shorter terms of office dependent upon the actual date of reorganization of
the Board following appointment of new members of the Board by the Governor and
evidence of the Texas Senate's consent to the appointments. The proposed revi-
sion mzkes the timing of the Board's election of officers more consistent with varia-
tions in appointment dates.

BofR-7a



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

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

REPORT

Pages B of R 10 - 13 contain the Summary Reports on Investments for the fiscal
quarter ended November 30, 1998.

ltem a on Page B of R - 10 presents the summary report for Permanent University
Fund (PUF) Investments. PUF Investments began the quarter with a market value
of $6.52 billion. During the quarter, contributions of mineral income from PUF
Lands equaled $15.1 million, down 41% versus receipts for the first quarter of

the prior fiscal year. In addition, total investment return was $722.2 million of
which $65.5 million was income return distributed to the Available University

Fund (AUF) and $656.7 million was price return. PUF market value ended the
year at $7.19 billion.

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

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

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

BofR-8



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

ltem b on Page B of R - 11 reports summary activity for the Long Term Fund (LTF).
During the quarter, net contributions totaled $31.6 million representing a 54%
increase over the first quarter of the prior fiscal year. Investment return was

$237.2 million. Distributions to the 4,880 endowment and other accounts underlying
the LTF totaled $25.1 million, an increase of 21% versus the first quarter of the prior
year. The Fund’'s market value closed the quarter at $2.39 billion.

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

ltem c on Page B of R - 12 presents quarterly activity for the Short/Intermediate
Term Fund. During the gquarter, the Fund received net contributions of

$29.8 million. It earned $32.5 million in total return and incurred expenses of
$100 thousand. Distributions to the U. T. System component institutions equaled
$25.9 million, resulting in a quarter-end Fund value of $1.845 billion vs. $1.809 bil-
lion at the beginning of the quarter. Total return on the Fund was 1.8% for the
quarter versus the Fund's performance benchmark of 1.6%.

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

BofR-9
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Sumpary Investment Report at November 30, 1998,--
PERMANENT UNIVERSITY FUND (1)
INVESTMENT SUMMARY REPORT
($ millions)

FY97-98

FY98-99

Full Year

1st Qtr

Beginning Market Value 6,368.3
PUF Lands Receipts (2) 79.5

6,517.1 |
15.1 |
65.5 |

(65.5)

113.4

543.3

7,188.9

65.5
2.3

Investment Income (3) 260.0

Investment Income Distributed (260.0)

Realized Gains 467.6

Change in Unrealized Gains (398.3)
Ending Market Value 6,517.1
AUF income:

Investnent Income 260.0

Surface Income 6.6
Total 266.6

67.8

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

(1)

(2) As of November 30, 1998:

(3)

Excludes PUF Lands mineral and surface interests with estimated August 31, 1993

values of $385.6 million and $154.9 million, respectively.

in accordance with statutory requirements.

1,335,921 acres under lease; 527,693 producing
acres; 3,544 active leases; and 2,069 producing leases.

Investment income includes amortization of discount and premium bonds
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Summary Investment Report at November 30, 1998.--

LONG TERM FUND
SUMMARY REPORT
($ millions)

FY97-98 FY98-99
Full Year 1st Otr

Beginning Net Assets 2,125.0 2,147.7

Net Contributions 80.5 - 31.6

Investment Return (1) 42.6 237.2

Receipt of Funds from

System for UTIMCO Fee 2.0 0.6

Expenses : (7.2) (1.6)

Distributions (Payout) ' ' (90.9) (25.1)

Distribution of Gain

on Participant

Withdrawals (4.3) (0.2)
Ending Net Assets 2,147.7 2,390.2
Net Asset Value per Unit 4.568 5.010
No. of Units (End of

Period) : 470,190,284 477,070,872
Distribution Rate per Unit 0.195 0.0525

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

(1) Investment return for FY 97-98 was adjusted downward $.1 million from
previous report to correct rounding difference between other annual reports.
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Summary Investment Report at November 30, 1998.--
SHORT/INTERMEDIATE TERM FUND

BUMMARY REPORT
($ millions)

FY97-98 FY98-~99

Full Year 1st Qtr

Beginning Net Assets 1,631.4 1,809.6

Contributions

(Net of Withdrawals) 126.9 29.8
Investment Return 152.8 32.5
Expenses (0.5) (0.1)
Distributions of Income (101.0) (25.9)
Ending Net Assets 1,809.6 1,845.9

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

Summary Investment Report at November 30, 1598 —

ASSET TYPES
Cash & Equivalents:
Beginning value 9/1/98
Increase/(Decrease)

" Ending value 11/30/58

Debt Securliles:
Begining value 9/1/98
Increase/(Decrease)
Ending value 11/30/98

Equity Securities:
Beginning value 9/1/98
Increase/(Decrease)
Ending value 11/30/98

Other:

Begimming value 9/1/98
Increase/{Decrease)
Ending value 11/30/98

SEPARATELY INVESTED ASSETS

SUMMARY REPORT
($ thousands)
FUND TYPE
CURRENT PURPOSE ENDOWMENT & ANNUITY & LIFE
DESIGNATED RESTRICTED SIMILAR FUNDS INCOME FUNDS AGENCY FUNDS OPERATING FUNDS TOTAL
BOOK MARKET PBOOK MARKET BOOK MARKET BOOK MARKET BOOK MARKET BOOK MARKFT  BOOK  MARKET
3,176 3,176 2,310 2310 32,824 32824 399 399 30 30 655,753 655,753 694,492 694,492
495 495 (967) 967) (17,143) (17,143) {69) (69) 1 1 (48,397)  (48,397) (66,080)  (66,080)
1671 36N 1,343 1,343 K , 330 330 3N 31 ,356 B 8,41 41
- - 7 5 57,578 59,578 10,535 11,307 - - - - 68,120 70,890
- - - - (315) T4 (1,735  (1,726) - - - - (2,050) (982)
- - 7 k] , , , A - - - - s s
42 1,927 204 199 18,231 26,382 6,209 6,295 - - - - 24,686 34,803
- 2,163 1,487 1,515 (19) 3,617 223 953 - - - - 1,691 - 8,248
42 4,090 1,691 1,714 , , 6,432 7,248 - - - - 26,377 43,051
6,300 6,300 367 367 369 369 6,221 5,917 - - - - 13,257 12,953
(6,300) (6,300) (338) (338) 168 168 (522) 224 - - - - (6,992) (6,246)
- - 29 9 337 537 5,699 6,141 - - - - . X

Report prepared in accordance with Sec. 51.0032 of the Texas Education Code.
Details of individual asseis by account furnished upon request.



2. U. T. Board of Regents: Proposed Amendments to the Investment Policy

Statements for the Permanent University Fund. Long Term Fund,
Short/Intermediate Term Fund, Short Term Fund, and Separately Invested

Endowment, Trust, and Qther Accounts.--

RECOMMENDATION

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

a.

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

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

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

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

Separately Invested Endowment, Trust, and Other Accounts

Investment Policy Statement as set out on
Pages B of R 57 - 66.

BACKGROUND INFORMATION

Section 3 (a) of the Investment Management Services Agreement dated

March 1, 1996, between the Board of Regents of The University of Texas System
and The University of Texas Investment Management Company (“‘UTIMCQ") pro-
vides that UTIMCO shall review the investment policies of the assets under its man-
agement and recommend any changes of such policies for approval by the

U. T. Board of Regents. The proposed amendments are the result of an annual

BofR-14



policy review and were approved by the UTIMCO Board of Directors on Decem-
ber 10, 1988. General amendments include language in the general investment
guidelines for index and other commingled funds managed externally, and states
that these funds shall be governed by the terms and conditions of the Investment
Management Contract. The language regarding the use of Repurchase and
Reverse Repurchase Agreements has been expanded and the guidelines regarding
the holdings of eligible fixed income derivative securities has been further defined.
Specific amendments expand the holdings of fixed income securities for the PUF

to include U. S. government agencies, and U. S. government sponsored entities.

BofR-15



THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND
INVESTMENT POLICY STATEMENT

Purpose

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

Fund Organization

The Permanent University Fund was established in the Texas Constitution of 1876 through the
appropriation of land grants previously given to The University of Texas at Austin plus one
million acres. The land grants to the Permanent University Fund were completed in 1883 with
the contribution of an additional one million acres of land. Today, the Permanent University

- Fund contains 2,109,190 acres of land (the “PUF Lands”) located in 24 counties primarily in
West Texas. - '

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

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

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

First, expenses incurred in the administration of PUF Lands and Investments. Resolutions
adopted by the U. T. Board of Regents (the “U. T. Board”) require that administrative
expenses of the PUF be restricted to a minimum consistent with prudent business judgment.
Second, following a 2/3rds and 1/3rd allocation of distributed PUF income (net of
administrative expenses) to the U. T. System and Texas A&M University System,
respectively, expenditures for debt service on PUF bonds. Article VII of the Texas

BofR-16



Constitution authorizes the U. T. Board and the Texas A&M University System (the
“TAMUS Board”) to issue bonds payable from their respective interests in distributed PUF
income to finance permanent improvements and to refinance outstanding PUF obligations.
The Constitution limits the amount of bonds and notes secured by each System’s interest in
divisible PUF income to 20% and 10% of the book value of PUF investment securities,
respectively. Bond resolutions adopted by both Boards also prohibit the issuance of
additional PUF parity obligations unless the projected interest in PUF net income for each
System covers projected debt service at least 1.5 times.

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

The distribution of income and expenditures from the PUF to the AUF is depicted below in
Exhibit 1: '
Exhibit 1

Permanent University Fund

West Texas Lands
{2.1 million acres)

Mineret Receipty

Surface Dividend and
Income Interest Ineome

Avallable University Fund

Less Divisible Expendliures

l

2310 UT System 1/3 to A&M System
‘ I
Payment of interest & principal Payment of interest & principal
on UT-issued PUF Bonds on A&M-issued PUF Bonds
The Uravemty of Texas at Austin Texas A&M University
Prairie View A&M University

Bof R-17



'Fund Management

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

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

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

Fund Administration _

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

Fund Investment Objectives

The primary investment objective shall be to preserve the purchasing power of Fund assets
and annual distributions by earning an average annual total return after inflation of 5.5% over
rolling ten-year periods or longer. The Fund’s success in meeting its objectives depends upon
its ability to generate high returns in periods of low inflation that will offset lower returns
generated in years when the capital markets underperform the rate of inflation.

The secondary fund objective is to generate a fund return in excess of the Policy Portfolio
benchmark over rolling five-year periods or longer. The Policy Portfolio benchmark will be

established by UTIMCO and will be comprised of a blend of asset class indices weighted to
- reflect Fund asset allocation policy targets.
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The U. T. Board recognizes that achievement of Fund investment objectives is substantially
hindered by the inability to make distributions on a total return basis and current distribution
rates in excess of long-term equilibrium levels.

Asset Allocation

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

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

1.

2.

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

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

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

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

~ stocks and bonds. The risk of alternative equity investments shall be controlled with

extensive due diligence and diversification.
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Alternative Marketable Eguitiés -
These investments are broadly defined to include hedge funds, arbitrage and

special situation funds, high yield bonds, distressed debt, market neutral,
commodities and other non-traditional investment strategies whose underlying
securities are traded on public exchanges or are otherwise readily marketable.
As such, they offer faster drawdown of committed capital and earlier
realization potential than alternative non-marketable investments. Alternative
marketable investments may be made through partnerships, but they will
generally provide investors with liquidity at least annually.

Alternative Non-Marketable Investments -

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

Asset Allocation Policy

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

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

The Board delegates authority to UTIMCO to establish specific neutral asset allocations and
ranges within the broad policy guidelines described above. UTIMCO may establish specific
asset allocation targets and ranges for large and small capitalization U. S. stocks, established
and emerging market international stocks, marketable and non-marketable alternative equity
investments, and other asset classes as well as the specific performance objectives for each
asset class. Specific asset allocation policies shall be decided by UTIMCO and reported to the
U. T. Board. '

Performance Measurement

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

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

Investment guidelines include the following:

General

Investment guidelines for index and other commingled funds managed externally shall
be governed by the terms and conditions of the Investment Management Contract.

All investments will be U. S. dollar denominated assets unless held by an internal or
external portfolio manager with discretion to invest in foreign currency denominated
securities.

Investment policies of any unaffiliated liquid investment fund must be rev1ewed and
approved by the chief investment officer prior to investment of Fund assets in such
liquid investment fund.

No securities may be purchased or held which would jeopardize the Fund’s tax-exempt
status,

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

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

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

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

UTIMCO shall attempt to minimize the risk of an imperfect correlation between the
change in market value of the securities held by the Fund and the prices of Derivative

- Security investments by investing in only those contracts whose behavior is expected

to resemble that of the Fund’s underlying securities. UTIMCO also shall attempt to
minimize the risk of an illiquid secondary market for a Derivative Security contract and
the resulting inability to close a position prior to its maturity date by entering into such
transactions on an exchange with an active and liquid secondary market. The net
market value of exposure of Derivative Securities purchased or sold over the counter
may not represent more than 15% of the net assets of the Fund.

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

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

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

Cash and Cash Equivalents
Holdings of cash and cash equivalents may 1nc]ude internal short term pooled investment

funds managed by UTIMCO.

Unaffiliated liquid investment funds must be approved by the chief investment officer.
Deposits of the Texas State Treasury.

Commercial paper must be rated in the two highest quality classes by Moody s
Investors Service, Inc. (P1 or P2) or Standard & Poor’s Corporation (Al or A2).
Negotiable certificates of deposit must be with a bank that is associated with a holding
company meeting the commercial paper rating criteria specified above or that has a
certificate of deposit rating of 1 or better by Duff & Phelps.
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Bankers’ Acceptances must be guaranteed by an accepting bank with a minimum
certificate of deposit rating of 1 by Duff & Phelps.

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

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

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

Eligibl llateral Securities for Repurchase Agreements are limited to U, S,
Treasury securities and U. S. Government Agency securities with a maturity of not

more than 10 years.
The maturity for a Repurchase Agreement may be from one day to two weeks.

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

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

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

Overnight Repurchase Agreements may not exceed 25% of the Fund’s fixed income

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

Fixed Income

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

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

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

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

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

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

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

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

Such derivatives shall be priced daily.
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Market risk shall be measured in dollar duration equivalent values or in the case of
options in delta or percentage of equivalent futures contracts.
For the purpose of this policy, Collaterlized Mortgage Obligations (“CMQs”) are

considered to be MBS, not derivatives.

Equities

¢ The Fund shall:

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

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

Altemative Equities _
Investments in alternative equities may be made through management contracts with

unaffiliated organizations (including but not limited to limited partnerships, trusts, and joint
ventures) so long as such organizations:

» possess specialized investment skills

e possess full investment discretion subject to the management agreement

e are managed by principals with a demonstrated record of accomplishment
and performance in the investment strategy being undertaken

o align the interests of the investor group with the management as closely as
possible

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

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

Members of UTIMCO management, with the approval of the UTIMCO Board, may serve as
directors of companies in which UTIMCO has directly invested Fund assets. In such event,
any and all compensation paid to UTIMCO management for their services as directors shall be
endorsed over to UTIMCO and applied against UTIMCO management fees. Furthermore,
UTIMCO Board approval of UTIMCQO management’s service as a director of an investee
company shall be conditioned upon the extension of UTIMCO’s Directors and Officers
Insurance Policy coverage to UTIMCO management’s service as a director of an investee
company.
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Fund Distributions
The Fund shall balance the needs and interests of present beneficiaries with those of the
future. Fund spending policy objectives shall be to:

a) provide a predictable, stable stream of distributions over time

b) ensure that the inflation adjusted value of distributions is maintained over
the long-term

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

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

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

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

Fund Accounting

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

Valuation of Assets

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

Securities Lending

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

Investor Responsibility

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

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

Effective Date
The effective date of this policy shall be February 11[+2], 1999[8].
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THE UNIVERSITY OF TEXAS SYSTEM
LONG TERM FUND
INVESTMENT POLICY STATEMENT

Purpose

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

Fund Organization

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

Fund Management

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

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

Fund Administration

UTIMCO shall employ an administrative staff to ensure that all transaction and accounting
records are complete and prepared on a timely basis. Internal controls shall be emphasized so
as to provide for responsible separation of duties and adequacy of an audit trail. Custody of
Fund assets shall comply with applicable law and be structured so as to prov1de essential
safekeeping and trading efficiency.
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Funds Eligible to Purchase Fund Units :
No fund shall be eligible to purchase units of the Fund unless it is under the sole control, with
full discretion as to investments, by the Board and/or UTIMCO.

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

The funds of a foundation which 1s structured as a supporting organization described in
Section 509(a) of the Internal Revenue Code of 1986, which supports the activities of the
U. T. System and its component institutions, may purchase units in the Fund provided that:

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

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

C. the foundation has the same fiscal year as the Fund ‘

D. a contract between the Board and the foundation has been executed authorizing
investment of foundation funds in the Fund

E. no officer of such foundation, other than members of the Board, the Chancellor,

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

Fund Investment Objectives

The primary investment objective shall be to preserve the purchasing power of Fund assets
and annual distributions by earning an average annual total return after inflation of 5.5% over
rolling ten year periods or longer. The Fund’s success in meeting its objectives depends upon
its ability to generate high returns in periods of low inflation that will offset lower returns
generated in years when the capital markets underperform the rate of inflation.

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

Asset Allocation

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

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

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

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

Alternative Marketable Equities -

These investments are broadly defined to include hedge funds, arbitrage and
special situation funds, high yield bonds, distressed debt, market neutrai,
commodities and other non-traditional investment strategies whose underlying
securities are traded on public exchanges or are otherwise readily marketable.
As such, they offer faster drawdown of committed capital and earlier
realization potential than alternative non-marketable investments. Alternative
marketable investments may be made through partnerships, but they will
generally provide investors with liquidity at least annually.
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Alternative Non-Marketable Investments -

These investments are held through either limited partnership or as direct
ownership interests. They include special equity, mezzanine venture capital, oil
and gas, real estate and other investments that are privately held and which are
not registered for sale on public exchanges. In partnership form, these
investments require a commitment of capital for extended periods of time with
no liquidity. They also generally require an extended period of time to achieve
targeted investment levels.

Asset Allocation Policy

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

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

The Board delegates authority to UTIMCO to establish specific neutral asset allocations and

- ranges within the broad policy guidelines described above. UTIMCO may establish specific
asset allocation targets and ranges for large and small capitalization U. 8. stocks, established
and emerging market international stocks, marketable and non-marketable alternative equity
investments, and other asset classes as well as the specific performance objectives for each
asset class. Specific asset allocation policies shall be decided by UTIMCO and reported to the
U. T. Board.

Performance Measurement

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

Investment Guidelines

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

General

Investment guidelines for index and other commingled funds managed externally shall
be governed by the terms and conditions of the Investment Management Contract.

All investments will be U. S. dollar denominated assets unless held by an internal or
external portfolio manager with discretion to invest in foreign currency denominated
securities. -

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

No securities may be purchased or held which jeopardize the Fund’s tax exempt status.
No investment strategy or program may purchase securities on margin or use leverage
unless specifically authorized by the UTIMCO Board.

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

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

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

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

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

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

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

Cash and Cash Equivalents
Holdings of cash and cash equivalents may include internal short term pooled investment

funds managed by UTIMCO.

. Unaffiliated liquid investment funds must be approved by the chief investment officer.

. Commercial paper must be rated in the two highest quality classes by Moody’s
Investors Service, Inc. (P1 or P2) or Standard & Poor’s Corporation (Al or A2).

. Negotiable certificates of deposit must be with a bank that is associated with a holding

company meeting the commercial paper rating criteria specified above or that has a
certificate of deposit rating of 1 or better by Duff & Phelps.

. Bankers’ Acceptances must be guaranteed by an accepting bank with 2 minimum
certificate of deposit rating of 1 by Duff & Phelps.
. Repurchase Agreements and Reverse Repurchase Agreements must be with a

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

- - sy - w a w rarraarya ot

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

- Eligible Collateral Securities for Repurchase Agreements are limited to U. S.
Treasury securities and U. S. Government Agency securities with 3 maturity
of not more than 10 vears, '

_ The maturity for a Repurchase Agreement may be from one day to two

weeks,

The value of all collateral shall be maintained at 102% of the notional value

of the Repurchase Agreement, valued daily.

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

le

The aggregate amount of repurchase agreements with maturities greater than seven
calendar days may not exceed 10% of the Fund’s fixed income assets.
Ovemight Repurchase Agreements may not exceed 25%_of the Fund’s fixed income

assets

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

|®

Fixed Income
Domestic Fixed Income
Holdings of domestic fixed income securities shall be limited to those securities a) issued by or
fully guaranteed by the U. S. Treasury, U. S. Government-Sponsored Enterprises, or U. S.
Government Agencies, and b) issued by corporations and municipalities. Within this overall
limitation: : :
* Permissible securities for investment include the components of the Lehman
Brothers Aggregate Bond Index (LBAGG): investment grade government and
corporate securities, agency mortgage pass-through securittes, and asset-backed
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securities. These sectors are divided into more specific sub-indices; 1)
Government: Treasury and Agency; 2) Corporate: Industrial, Finance, Utility, and
Yankee; 3) Mortgage-backed securities; GNMA, FHLMC, and FNMA; and 4)
Asset-backed secunities. In addition to the permissible securities listed above, the
following securities shall be permissible: a) floating rate securities with periodic
coupon changes in market rates issued by the same entities that are included in the
LBAGG as issuers of fixed rate securities; b) medium term notes issued by
investment grade corporations; ¢) zero coupon bonds and stripped Treasury and
Agency securities created from coupon securities; and d) structured notes issued
by LBAGG qualified entities.

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

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

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

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

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

* Such derivatives shall be priced daily.

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

For the purpose of this policy Collateralized Mortgage Obligations (“CMOs™) are

considered to be MBS, not derivatives,

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

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

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

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

Equities
I. The Fund shall:
A. hold no more than 25% of its equity securities in any one industry or industries (as

defined by the standard industry classification code and supplemented by other
reliable data sources) at market

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

Alternative Assets

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

IT possess specialized investment skills
III.  possess full investment discretion subject to the management agreement
1AY are managed by principals with a demonstrated record of
accomplishment and performance in the investment strategy being
undertaken
V. align the interests of the investor group with the management as closely
as possible
VI.  charge fees and performance compensation which do not exceed prevailing industry
norms at the time the terms are negotiated.

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

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

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

a) provide a predictable, stable stream of distributions over time

b) ensure that the inflation adjusted value of distributions is maintained
over the long-term

c) ensure that the inflation adjusted value of Fund assets after distributions

is maintained over the long-term.

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

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

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

The annual unit distribution amount shall be adjusted annually based on the following formula:
A Increase the prior year’s per unit distribution amount (cents per unit) by the
average inflation rate (C.P.1.) for the previous twelve quarters. This will be the per
unit distribution amount for the next fiscal year. This amount may be rounded to
the nearest $.0005 per unit.
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B. If the inflationary increase in Step A. results in a distribution rate below 3.5%,
(computed by taking the proposed distribution amount per unit divided by the
previous twelve quarter average market value price per unit) the UTIMCO Board,
at its sole discretion, may grant an increase in the distribution amount as long as
such increase does not result in a distribution rate of more than 4.5%.

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

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

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

Fund Accounting

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

Valuation of Assets ,

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

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

Purchase of Fund Units

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

Redemption of Fund Units
Redemption of Units shall be paid in cash as soon as practicable after the quarterly valuation
date of the Fund. If the withdrawal is greater than $10 million, advance notice of 30 business
days shall be required prior to the quarterly valuation date. If the withdrawal is for less than
$10 million, advance notice of five business days shall be required prior to the quarterly
valuation date. If the aggregate amount of redemptions requested on any redemption date is
equal to or greater than 10% of the Fund’s net asset value, the Board may redeem the
requested units in installments and on a pro-rata basis over a reasonable period of time that
takes into consideration the best interests of all Fund unitholders. Withdrawals from the Fund
shall be at the market value price per unit determined for the period of the withdrawa! except
‘as follows: withdrawals to correct administrative errors shall be calculated at the per unit
value at the time the error occurred. To be considered an administrative error, the
contribution shall have been invested in the Fund for a period less than or equal to one year
determined from the date of the contribution to the Fund. This provision does not apply to
transfer of units between endowment unitholders.

Securities Lending

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

Investor Responsibility

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

Amendment of Policy Statement
The Board of Regents reserves the right to amend the Investment Policy Statement as it

deems necessary or advisable.

Effective Date _
- The effective date of this policy shall be February 11[12], 1999[8].

BofR-40



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

Purpose

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

Fund Organization

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

Fund Management

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

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

Fund Administration

UTIMCO or its agent shall employ an administrative staff to ensure that all transaction
and accounting records are complete and prepared on a timely basis. Internal controls
shall be emphasized so as to provide for responsible separation of duties and adequacy of
an audit trail. Custody of Fund assets shall comply with applicable law and be structured
so as to provide essential safekeeping and trading efficiency. :
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Funds Eligible to Purchase Fund Units
No fund shall be eligible to purchase units of the Fund unless it 1s under the sole control,
with full discretion as to investments, by the Board and/or UTIMCO.

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

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

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

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

the foundation has the same fiscal year as the Fund

a contract between the Board and the foundation has been executed
authorizing investment of foundation funds in the Fund

no officer of such foundation, other than members of the Board, the
Chancellor, the chief investment officer or his or her delegate shall have
any control over the management of the Fund other than to request
purchase and redemption of Fund units.

o

M oo

Fund Investment Objectives

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

Achievement of this objective shall be defined by a fund return in excess of the Policy
Portfolio benchmark and the average return of the median manager of the MorningStar
universe of government bond funds restricted to an average maturity of less than or equal
to three years. The Policy Portfolio benchmark will be established by UTIMCO and will
be comprised of a blend of asset class indices weighted to reflect Fund asset allocation
policy targets.
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Asset Allocation

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

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

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

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

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

Asset Allocation Policy
The asset allocation policy and ranges herein seek to protect the Fund against 1111qu1d1ty in
both normal and extraordinary markets.

The Board delegates authority to UTIMCO to establish specific asset allocation targets

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

Performance Measurement

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

Investment Guidelines

The Fund must be invested at all times in strict compliance with applicable law. The
primary and constant standard for makmg investment de0151ons is the "Prudent Person
Rule."
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Investment guidelines include the following:

General

All investments will be U. S. dollar denominated assets unless held by an internal
or external portfolio manager with discretion to invest in foreign currency
denominated securities.

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

No securities may be purchased or held which would Jeopardlze the Fund’s tax-
exempt status.

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

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

The Fund may utilize Derivative Securities with the approval of the UTIMCO
Board to; a) simulate the purchase or sale of an underlying market index while
retaining a cash balance for fund management purposes; b} to facilitate trading;

c) to reduce transaction costs; d) to seek higher investment returns when a
Derivative Security is priced more attractively than the underlying security; e) to
index or to hedge risks associated with Fund investments; or f} to adjust the
market exposure of the asset allocation, including long and short strategies;
provided that; i) no leverage is employed in the implementation of such Derivative
purchases or sales; i1) no more than 5% of Fund assets are required as an initial
margin deposit for such contracts; iit) the Fund’s investments in warrants shall not
exceed more than 5% of the Fund’s net assets or 2% with respect to warrants not
listed on the New York or American Stock Exchanges.

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

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

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

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

The duratlon of any ehglble investment shall not exceed 10 years.

Risk Management

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

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

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

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

Eligible Investments[Cash-and-Cash-Equivalents]
Holdings of cash and cash equivalents may include the following: [internal-short-term

poeled-investment-funds-managed by-UFIMCO-]

Unaffiliated liquid (Money Market Funds) investment funds rated AAAy by

Standard & Poor’s Corporation. [sust-be-approved by-the-chiefinvestment
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Internal short term pooled investment fund managed by UTIMCO.

Commercial paper, negotiable certificates of deposit, and Bankers’ Acceptances
must be rated at least A-1 by[inthe-two-highest-quality-elasses-by-Moody’s
Investors-Service; Ine—(PlorP2}-of] Standard & Poor’s Corporation and P-1 by
Moody’s Investors Service, [nc. [(Atl-er-A2)]

Floating rate securities. if they meet the single security duration criteria and are
based on a spread over or under a well known index such as LIBOR or a Constant
Maturity Treasury index. No internally leveraged floating rate securities are
permitted (i.e. a coupon equivalent to a formula that creates a multiplier of an
index value). The following types of floating rate securities are not eligible for

investment; inverse floaters, non-money market based floaters, interest only or

principal only floaters. non-dollar based floaters. and range note floaters.

Repurchase Agreements and Reverse Repurchase Agreements must be transacted
with a[demestie] dealer that is approved by UTIMCQ and selected by the Federal
Reserve Bank as a P[p]rimary D[d]ealer in U. 8. Treasury securities and rated A-1

or P- 1 or the egunvalen [e&e—b&nlﬂhaﬂa—a&seemted—%t-h—a—heldmg—emﬁp&ay

. Each approved counterparty shall execute the Standard Public Securities
Association (PSA) Master Repurchase Agreement with UTIMCO.,
. Eligible Collateral Securities for Repurchase Agreements are limited to

U.S. Treasury securities and U.S. Government Agency securities with a
maturity of not more than 10 years.

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

The value of all collateral shall be maintained at 102% of the notional value

of the Repurchase Agreement, valued daily.

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

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

The aggregate amount of repurchase agreements with maturities greater
than seven calendar days may not exceed 10% of the Fund’s total assets.
Overnight repurchase agreements may not exceed 25% of the Fund’s total
assets.
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[Eixed-Ineere]
Holdings of eligible[demestie] fixed income securities shall be limited to the following:

o [these] S[s]ecurities issued by or fully guaranteed by the U. S. Treasury, U. S.
Government-Sponsored Enterprises, or U. S. Government Agencies. The latter two

categories include U. S. Government Agency Mortgage Backed Securities (“MBS”).

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

With prior written approval of the UTIMCO Board, the Portfolio Manager may

enter into derivatives transactions utilizing exchange traded fixed income futures

contracts or options on fixed income futures contracts; provided that such
derivatives transactions are designed to control duration or manage risk.

Such derivatives transactions shall be established on a case by case basis. These

contracts shall include but shall not be limited to Ten-Year Treasury Futures,
Eurodollar Futures, or Treasury Bill Futures, provided that the futures exchanges

are rated AAA or the equivalent as determined by UTIMCO.
Such derivatives shall be priced daily.

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

For the purpose of this policy Collateralized Mortgage Obligations (“CMOQs") are

considered to be MBS, not derivatives.

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

Fund Accounting

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

Valuation of Assets

UTIMCO shall determine the fair market value of all Fund net assets and the net asset
value per unit of the Fund no less than once a week and on the last business day of each
month. Such valuation of Fund assets shall be based on the bank trust custody agreement

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

Purchase of Fund Units

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

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

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

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

Investor Responsibility

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

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

Effective Date
The effective date of this policy shall be February 11[+2], 1999[8].
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THE UNIVERSITY OF TEXAS SYSTEM
SHORT TERM FUND
INVESTMENT POLICY STATEMENT

Purpose

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

Fund Organization

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

Fund Management

Ultimate fiduciary responsibility for the Fund rests with the Board. Section 163 of the
Property Code authorizes the U. T. Board to delegate to its committees, officers or
employees of the U. T. System and other agents the authority to act for the U. T.
Board in the investment of the Fund. The Fund shall be governed through The
University of Texas Investment Management Company ("UTIMCOQ") which shall

a) recommend investment policy for the Fund, b) determine specific asset allocation
targets, ranges and performance benchmarks consistent with Fund objectives, and

c¢) monitor Fund performance against Fund objectives. UTIMCQO shall invest the Fund
assets in conformity with investment policy.

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

Fund Administration

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

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

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

A the purchase of Fund units by foundation funds is approved by the chief
investment officer : ,
B. all members of the foundation's governing board are also members of

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

authorizing investment of foundation funds in the Fund

E. no officer of such foundation, other than members of the Board, the
Chancellor, the chief investment officer or his or her delegate shall have
any control over the management of the Fund other than to request
purchase and redemption of Fund units.

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

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

Asset Allocation

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

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

Performance Measurement

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

Investment Guidelines

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

Investment guidelines include the following: '

General

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

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

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

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

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

. The Fund may utilize Derivative Securities with the approval of the UTIMCO

Board to; a) simulate the purchase or sale of an underlying market index while
retaining a cash balance for fund management purposes; b) to facilitate trading;
¢) to reduce transaction costs; d) to seek higher investment returns when a
Derivative Security is priced more attractively than the underlying security; €)
to index or to hedge risks associated with Fund investments; or f) to adjust the
market exposure of the asset allocation, including long and short strategies;
provided that; i) no leverage is employed in the implementation of such
Derivative purchases or sales; ii) no more than 5% of Fund assets are required
as an initial margin deposit for such contacts; iii) the Fund’s investments in

Bof R-51



warrants shall not exceed more than 5% of the Fund’s net assets or 2% with
respect to warrants not listed on the New York or American Stock Exchanges.

"~ Such Derivative Securities shall be defined to be those instruments whose

value is derived, in whole or part, from the value of any one or more
underlying assets, or index of assets (such as stocks, bonds, commodities,
interest rates, and currencies) and evidenced by forward, futures, swap, cap,

~ floor, option, and other applicable contracts.

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

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

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

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

) The weighted average maturity of the portfolio shall not be more than 60[96}
days. Individual securities shall have a remaining maturity not longer than 397
days. The maturity of a portfolio security shall be deemed to be the period
remaining (calculated from the trade date or such other date on which the
Fund’s interest in the security is subject to market action) until the date noted
on the face of the security as the date on which the principal amount must be
paid, or in the case of a security called for redemption, the date on which the
redemption payment must be made, except that a) a variable rate security, the
principal amount of which is scheduled on the face of the security to be paid in
397 days or less, shall be deemed to have a maturity equal to the period
remaining until the next readjustment of the interest rate; b) a variable rate
security that is subject to a demand feature shall be deemed to have a maturity
equal to the longer of the period remaining until the next readjustment of the
interest rate or the period remaining until the principal amount can be
recovered through demand, c) a floating rate security that is subject to a
demand feature shalil be deemed to have a maturity equal to the period
remaining until the principal amount can be recovered through demand; d) a
repurchase agreement shall be deemed to have a maturity equal to the period
remaining until the date on which the repurchase of the underlying securities is
scheduled to occur, or, where no date is specified, but the agreement is subject
to a demand, the notice period applicable to a demand for the repurchase of the
securities. A demand feature shall mean a put that entitles the holder to receive
the principal amount of the underlying security or securities and that may be
exercised either at any time on no more than 30 days notice or at specified
intervals not exceeding 397 days and upon no more than 30 days notice.
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Holdings of cash and cash equivalents may include the following:

Unaffiliated liquid (Money Market Funds) investment funds rated AAAy by
Standard & Poor’s Corporation.

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

Floating rate securities, if they meet the single security duration criteria and are
based on a spread over or under a well known index such as LIBOR or a

Constant Maturity Treasury index, No internally leveraged floating rate
securities are permitted (i.e. a coupon equivalent to a formula that creates a

- multiplier of an index value). The following types of floating rate securities are

not eligible for investment: inverse floaters, non-money market based floaters,

interest only or principal only floaters, non-dotlar based floaters, and range
note floaters.

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

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

UTIMCO.

Eligible Collateral Securities for Repurchase Agreements are limited to

U.S. Treasury securities and U.S. Government Agency securities with a
maturity of not more than 10 years.

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

The value of all collateral shall be maintained at 102% of the notional

value of the Repurchase Agreement, valued daily.
All collateral shall be delivered to the STF custodian bank. Tri-party
collateral arrangements are not permitted.

The aggregate amount of repurchase agreements with maturities
greater than seven calendar days may not exceed 10% of the Fund’s

total assets.

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

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

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

Such derivatives transactions shall be established on a case by case basis. These
contracts shall include but shall not be limited to Fed Fund Futures, Eurodollar

Futures, or Treasury Bill Futures, provided that the futures exchanges are rated

AAA or the equivalent as determined by UTIMCO.
Such derivatives shall be priced daily.

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

For the purpose of this policy Collateralized Mortgage Obligations (“CMOs”)

are considered to be Mortgage Backed Securities (“MBS”™), not derivatives.

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

Fund Accounting

The fiscal year of the Fund shall begin on September 1st and end on August 3 1st,
Market value of the Fund shall be maintained on an accrual basis in compliance with
Financial Accounting Standards Board Statements, Government Accounting Standards
Board Statements, or industry guidelines, whichever is applicable. Significant asset
write-offs or write-downs shall be approved by the chief investment officer and
reported to the UTIMCO Board.

Valuation of Assets ' ‘

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

The fair market value of the Fund’s net assets shall include all related receivables and

payables of the Fund on the valuation date and the value of each unit thereof shall be
its proportionate part of such net value. Such valuation shall be final and conclusive.
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Purchase of Fund Units

Purchase of Fund units may be made on each business day upon payment of cash to
the Fund or contribution of assets approved by the chief investment officer, at $1.00
per unit of the Fund as of the most recent valuation date.

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

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

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

Investor Responsibility

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

Amendment of Policy Statement
The Board of Regents reserves the right to amend the Investment Policy Statement as

it deems necessary or advisable.

Effective Date
The effective date of this policy shall be February 11[32], 1999(8].
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THE UNIVERSITY OF TEXAS SYSTEM
SEPARATELY INVESTED ENDOWMENT, TRUST, AND OTHER
ACCOUNTS INVESTMENT POLICY STATEMENT

Purpose

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

Investment Management

Ultimate fiduciary responsibility for the assets of the Accounts rests w1th the Board.
Section 163 of the Property Code authorizes the U. T. Board to delegate to its
committees, officers or employees of the U. T. System and other agents the authority
to act for the U. T. Board in the investment of the institutional assets for the Account
(endowment and operating accounts). The applicable trust instrument will apply to the
management of trust investments. The assets for the Account shall be governed
through The University of Texas Investment Management Company ("UTIMCO")
which shall a) recommend investment policy for the Accounts, b) determine specific
asset allocation targets, ranges and performance benchmarks consistent with the
Account objectives, and if appropriate ¢} monitor the Account’s performance against
Account objectives. UTIMCO shall invest the Account’s assets in conformity with
investment policy.

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

Account Administration

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

Endowment Accounts-The primary investment objective shall be to invest the Account
in assets that comply with the terms of the applicable endowment agreement, taking
into consideration the investment time horizon of the Account.

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

Operating Accounts-These are separate operating accounts of the Component

institutions which invest in the Equity Index Fund B and the U. S. Debt Index Fund B.
The amount of component operating funds invested in the index funds is governed by

the U T. System Fmanc1al Pohcy [fllheee-afe—sep&ﬁa%ely-ﬂwested—seeuﬁm}eﬁ

Asset Allocation

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

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

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

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

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

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

Asset Allocation Policy

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

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

Performance Measurement _ ,
The investment performance of the actively managed Accounts, where cost effective,

will be calculated and evaluated annually.

Investment Guidelines

'The Accounts must be invested at all times in strict compliance with applicable law.

The primary and constant standard for making investment decisions is the "Prudent
Person Rule."

Investment guidelines include the following:

General

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

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

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

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

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

The Account[Fund] may utilize Derivative Securities with the approval of the
UTIMCO Board to; a) simulate the purchase or sale of an underlying market
index while retaining a cash balance for fund management purposes; b) to
facilitate trading; c) to reduce transaction costs; d) to seek higher investment
returns when a Derivative Security is priced more attractively than the
underlying security; €) to index or to hedge risks associated with -
Account[Fund] investments; or f) to adjust the market exposure of the asset
allocation, including long and short strategies; provided that; i) no leverage is
employed in the implementation of such Derivative purchases or sales; ii) no
more than 5% of the Accounts[Eund] assets are required as an initial margin
deposit for such contracts,; iii) the Account’s[Fund’s] investments in warrants
shall not exceed more than 5% of the Account’s[Fund*s] net assets or 2% with
respect to warrants not listed on the New York or American Stock Exchanges.
Such Derivative Securities shall be defined to be those instruments whose
value is derived, in whole or part, from the value of any one or more
underlying assets, or index of assets (such as stocks, bonds, commodities,
interest rates, and currencies) and evidenced by forward, futures, swap, cap,
floor, option, and other applicable contracts,

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

UTIMCO shall minimize the risk that a party will default on its payment

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

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

Risk Management

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

development and maintenance of credit quality standards for the Account.
Not more than 5% of the total value of the securities in the Account shall be
placed with any one issuer (i.e., Commercial Paper, Certificates of Deposit, or
Bankers Acceptances) other than the U. S. Treasury, U. S. Agencym or
Government Sponsored entities.

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

Eligible Investments[Cash-and-Cash-Equivalents)

Holdings of cash and cash equivalents may include the following: [internal-short-term
pededms%nm#ﬁ&nds—nmageé—by—%%@-] ‘

|®

Unaffiliated liquid (Money Market Funds) investment funds rated AAAy by

Standard & Poor’s Corporation, [muﬁt—be-&ppfeved—by—t-heehieflmvesemem
officer:]

Internal short term pooled investment fund managed by UTIMCO.
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Commercial paper, negotiable certificates of deposit, and Bankers’
Acceptances must be rated at least A-1 by[in-the-two-highest-quality-classes-by
Moedy sInvestors-Service, Ine—(Pl-orP2)-or] Standard & Poor’s Corporation
and P-1 by Moody’s Investors Service, Inc. [fAt-erA2):]
Floating rate securities, if they are based on a spread over or under a well

known index such as LIBOR or a Constant Maturity Treasury index. No
internally leveraged floating rate securities are permitted (i.e . a coupon

equivalent to a formula that creates a multiplier of an index value). The
following types of floating rate securities are not eligible for investment;
inverse floaters, non-money market based floaters, interest only or principal
only floaters. non-dollar based floaters, and range note floaters.

Repurchase Agreements and Reverse Repurchase Agreements must be
transacted with a[demestic] dealer that is approved by UTIMCO and selected
by the Federal Reserve Bank as a P[plrimary D[d]ealer in U. S. Treasury
secuntles and rated A-1 or P- 1 or the equnvalent [—er—a—b&nk—ﬂmt—rs—asseefa{ed

Securities Association (PSA) Master Repurchase Agreement with
UTIMCO.

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

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

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

‘All collateral shall be delivered to the Account’s custodian bank. Tri-
party collateral arrangements are not permitted

The aggregate amount of repurchase agreements with maturities

greater than seven calendar days may not exceed 10% of the Account’s
total assets.

. Overnight repurchase agreements may not exceed 10% of the

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

Demes&e-FHEed-’Eﬂeefﬂe. ]
reos

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

Permissible securities for investment include the components of the
Lehman Brothers Aggregate Bond Index (LBAGG): investment grade
government and corporate securities, agency mortgage pass-through
securities, and asset-backed securities. These sectors are divided into more
specific sub-indices; 1) Government: Treasury and Agency; 2) Corporate:
Industrial, Finance, Utility, and Yankee; 3) Mortgage-backed securities:
GNMA, FHLMC, and FNMA,; and 4) Asset-backed securities. In addition
to the permissible securities listed above, the following securities shall be
permissible: 2) floating rate securities with periodic coupon changes in
market rates issued by the same entities that are included in the LBAGG as
issuers of fixed rate securities; b) medium term notes issued by investment
grade corporations; ¢) zero coupon bonds and stripped Treasury and
Agency securities created from coupon securities; and d) structured notes
issued by LBAGG qualified entities.

U.S. Domestic Bonds must be rated investment grade, Baa3 or better by

. Moody’s Investors Services, BBB- by Standard & Poor’s Corporation, or

an equivalent rating by a nationally recognized rating agency at the time of
acquisition.

Not more than 5% of the market value of domestic fixed income securities
may be invested in corporate and municipal bonds of a single issuer
provided that such bonds, at the time of purchase, are rated, not less than
Baa or BBB, or the equivalent, by any two nationally-recognized rating
services, such as Moody’s Investors Service, Standard & Poor’s
Corporation, Fitch Investors Service.
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ENGHM]
Not more than 35% of the Account’s[Fund’s] fixed income portfolio may
be invested in non-U. S. dollar bonds. Not more than 15% of the
Account’s [Fund*s] fixed income portfolio may be invested in bonds
denominated in any one currency.

¢ Non-dollar bond investments shall be restricted to bonds rated equivalent

to the same credit standard as the U.S. Fixed Income Portfolio.

¢ Not more than 7.5% of the Account’s [ Furd*s] fixed income portfolio may

be invested in Emerging Market debt.

» International currency exposure may be hedged or unhedged at UTIMCO’s
discretion or delegated by UTIMCO to an external investment manager.
Permissable securities for investment include Fixed Income Mutual Funds
as approved by the Chief Investment Officer.

Permissable securities for investment include Fixed Income Variable
Annuity Contracts as approved by the Chief Investment Officer.

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

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

Such derivatives transactions shall be established on a case by case basis.

These contracts shall include but shall not be limited to Ten-Year Treasury
Futures, Eurodollar Futures, or Treasury Bill Futures, provided that the futures
excha_nges are rated AAA or the equivalent as determined by UTIMCO.

Such derivatives shall be priced daily.

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

For the purpose of this policy Collateralized Mortgage Obhgatlons {“CMO’s™)

are considered to be MBS, not derivatives.

Equities
L The Account may purchase equity securities as long as it
A holds no more than 25% of its equity securities in any one industry or
industries (as defined by the standard industry classification code and

supplemented by other reliable data sources) at market.
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B. holds no more than 5% of its equity securities in the securities of one
corporation at cost unless authorized by the Chief Investment Officer.

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

1L The Account may purchase Equity Mutual Funds and Equity Variables Annuity
Contracts as approved by the Chief Investment Officer.

Distributions

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

Accounting

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

Valuation of Assets

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

Securities Lending

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

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

Amendment of Policy Statement
The Board of Regents reserves the right to amend the Investment Policy Statement as

it deems necessary or advisable.

Effective Date _
The effective date of this policy shall be February 11{32], 1999[8].
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J. RECESS FOR MEETINGS OF THE STANDING COMMITTEES AND

COMMITTEE REPORTS TO THE BOARD

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

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

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

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

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

Facilities Planning and Construction Committee:

Chairman Clements, Regent Lebermann, Regent Sanchez
MSA Page FPCC - 1

K. RECONVENE AS COMMITTEE OF THE WHOLE

B of R -67



L. ITEM FOR THE RECORD

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

REPORT

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

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

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

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

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

REPORT

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

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

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

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

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

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

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

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

C. Approved management of the royaity-in-kind programs as pre-
- sented by the staff
d. Staff made a presentation to the Board members in appreciation

for their leadership and guidance during the members’ service on
the Board for Lease of University Lands.

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

OTHER MATTERS

U; T. Board of Regents. Certi

ficate of Appreciation.--

SCHEDULED EVENTS

1. Board of Regents’ Mes

tings

Dates

May 12-13, 1999
August 11-12, 1999

November 10-11, 1999

Locations/Hosts

U. T. Pan American

U. T. Medical Branch -
Galveston

U. T. Southwestern
Medical Center - Dallas

2. Official Commencements - 1999

May 8 u.

U
U
May 15 u
U
U
May 15-16 U.
May 22 )
U
U
June 5 u.
' U
u.
August 13 U.

3. Other Events

September 9, 1999

ADJOURNMENT

T. Brownsville

. T. Permian Basin
. T. Tyler

. T. El Paso

. T. Pan American
. T. San Antonio

T. Arlington

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

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

T. Medical School - Houston

T. Allied Health Sciences School - Galveston

U. T. M.D. Anderson Cancer Center:
Faculty Honors Convocation
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ExeCUtive Committee



EXECUTIVE COMMITTEE
Committee Chairman Evans

Date: February 11, 1999
Time: Following the Reconvening of the Board of Regents at 9:30 am.
Place: Frank C. Erwin, Jr. Atrium, Eighth Floor, Lyndon Baines Johnson

Library and Museum, 2313 Red River Street, U. T. Austin

Page
Ex.C

- There are no items to be considered by the Executive Committee for
this meeting.
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BUSINESS AFFAIRS AND AUDIT COMMITTEE
Committee Chairman Riter

February 11, 1999
Following the Meeting of the Executive Committee

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

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

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

BAAC -1
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3. U. T. Board of Regents: Proposed Adoption of the Eighth
Supplemental Resolution to the Master Resolution Authorizing
the Issuance of Board of Regents of The University of Texas
System Revenue Financing System Refunding Bonds,

Series 2001, in an Aggregate Amount Not to Exceed
$85,000,000; Appointment of Bankers Trust Company, New
York, New York, as Paying Agent/Registrar; Appointment of
Chase Bank of Texas, N.A., Dallas, Texas, as Escrow Agent;
Appointment of McCall, Parkhurst & Horton L.L.P., Dallas,
Texas, as Bond Counsel;, Appointment of Dain Rauscher
Incorporated, Dallas, Texas, as Financial Advisor; Authorization
for Officers of U. T. System to Enter into Master Interest Rate
Swap Agreements with Goldman Sachs Mitsui Marine
Derivative Products, L.P., Lehman Brothers Financial Products
Inc., and Morgan Guaranty Trust Company of New York and to
Complete All Transactions; and Approvai of Use of Revenue
Financing System Parity Debt, Receipt of Certificate, and _
Finding of Fact with Regard to Financial Capacity 5

4, U. T. Pan American: Request for Approval to Sell the
Residential Property Located at 1200 South Sugar Road,
Edinburg, Hidalgo County, Texas, and Authorization to Execute
All Documents Related Thereto 257

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

Documents Related Thereto _ 258
INFORMATIONAL REPORTS
1. U. T. System: Discussion of the December 1998 Monthly

Financial Report 259
2. U. T. System: Presentation on the 1998 Cost Savings Report 259
3. U. T. System: Annual Presentation of the Reporting Package

for the Board of Regents 259
4, U. T. System: Progress Report on the Institutional Compliance

Initiative : _ 260
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1. U. T. System: Recommendation to Approve Chancellor's Docket No. 96.—-

RECOMMENDATION

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

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

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

Documents).--

RECOMMENDATION

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

9.2

9.29 The following [AH] contracts and agreements must be approved by the
Board via the docket or the agenda, regardless of the contract amount:
9.291 Contracts and agreements of any kind or nature with a foreign
government or agency thereof,_except affiliation agreements
prepared on the standard form approved by the Office of
General Counsel.
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9.292 [and-allc]Contracts and agreements for sponsored research
with a corporation or other entity organized and operating

under the laws of a foreign state [must-be-approved-by-the
Board-viathe-docketorthe-agenda).

BACKGROUND INFORMATION

The proposed amendments to the Regents' Rules and Requlations, Part One,
Chapter |, Section 9, Subsection 9.2, Subdivision 9.29, regarding delegation of
authority to execute and deliver contracts, agreements, and documents, will stream-
line the process for approval of standard foreign affiliation agreements by eliminat-
ing the need for approval by the Executive Vice Chancellor for Health Affairs or the
Vice Chancellor for Academic Affairs and subsequent approval by the U. T. Board of
Regents. The chief administrative officer or his or her designate will have approval
authority for affiliation agreements prepared on the standard form approved by the
Office of General Counsel.

BAAC - 4



3. U. T. Board of Regents: Proposed Adoption of the Eighth Supplemental
Resolution to the Master Resolution Authorizing the Issuance of Board of
Regents of The University of Texas System Revenue Financing System
Refunding Bonds, Series 2001, in an Aggregate Amount Not to Exceed
$85,000.000; Appointment of Bankers Trust Company, New York, New York,
as Paying Agent/Registrar; Appointment of Chase Bank of Texas, N.A.,
Dallas, Texas, as Escrow Agent; Appointment of McCall,_Parkhurst & Horton
L.L.P. Dallas, Texas. as Bond Counsel: Appointment of Dain Rauscher
Incorporated, Dallas, Texas, as Financial Advisor; Authorization for Officers
of U. T. System to Enter into Master Interest Rate Swap Agreements with
Goldman Sachs Mitsui Marine Derivative Products, L.P.. Lehman Brothers
Financial Products Inc., and Morgan Guaranty Trust Company of New York
and to Complete All Transactions; and Approval of Use of Revenue
Financing System Parity Debt, Receipt of Certificate, and Finding of Fact
with Regard to Financial Capacity.--

RECOMMENDATION

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

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

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

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

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

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

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

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

Page BAAC - 256, the U. T. Board of Regents resolves that:

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

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

BACKGROUND INFORMATION

The Internal Revenue Code allows outstanding bonds to be advance refunded
{refunded prior to the bond'’s call date) once if the original bonds were issued

after 1986. In 1991, Revenue Financing System Bonds, Series 1991A and 1991B,
were issued to advance refund Series 1986 outstanding bonds, which resuited in a
tower interest cost. The Series 1991A and 19918 bonds have interest rates ranging
from 6.6% to 7% and are callable August 15, 2001. On the call date, new bonds
can be issued to refund the outstanding debt. With the historically low interest rate
environment, locking in today’s rates is more desirable than waiting until 2001 and
bearing the risk that interest rates may be higher. It is understood that rates could
decline by the Year 2001. However, based on most economic projections and the
current historically low interest rate environment, the U. T. System Office of Finance
projects that there is a greater possibility that rates will be equal to or higher by
Year 2001. :

The ability to lock into a rate now can be achieved through a forward delivery con-
tract wherein bonds are sold at today’s market rates and delivered in 2001. The
Board could also lock into today’s market rates through a forward floating to fixed
interest rate swap. In today's market, the forward floating to fixed interest rate swap
is more cost effective. ' : '
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Procedurally, the Eighth Supplemental Resolution authorizes the staff to enter into
interest rate swap agreements with Goldman Sachs Mitsui Marine Derivative Prod-
ucts L.P., Lehman Brothers Financial Products Inc., and Morgan Guaranty Trust
Company of New York. A fourth firm, Societe Generale, was also considered, but

it withdrew after conversations about ratings and collateral. The actual swap pro-
vider(s) (also known as the counterparty) will be selected through a competitive bid
process with the bids to be reviewed by the Office of Finance, Dain Rauscher Incor-
porated, the financial advisor, and McCall, Parkhurst & Horton L.L.P., bond counse!.
Once the counterparty is selected, the forward floating to fixed interest rate swap
will be executed by entering into a confirmation with the counterparty, under which
rates are agreed upon in today's market to be effective ninety days prior to the call
date. Following the February 1999 Board meeting, any final issues between the
parties will be negotiated and the agreements will be executed. At about the same
time, the Bond Review Board will approve the bond issue and a transcript of pro-
ceedings will be filed with the Attorney General's Office for their review and
approval. Following receipt of these approvals, and assuming that market condi-
tions are relatively unchanged, the staff will solicit bids from each of the counterpar-
ties for a floating to fixed interest rate swap with a notional amount equal to the
principal amount of the bonds. The bids will be solicited upon the assumption that
the Series 2001 Bonds will be issued as variable rate instruments. As set forth in
the Eighth Supplemental Resolution, upon receipt of the bids, the staff will accept
the lowest rate bid. Upon acceptance of the bid, a confirmation will be executed.
The confirmation establishes the terms of that particular swap transaction under the
respective master swap agreements. The effect of the swap transaction will be to
establish a fixed rate for the Series 2001 Bonds upon delivery in 2001.

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

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

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

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

January 11, 1999
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EIGHTH SUPPLEMENTAL RESOLUTION TO THE MASTER RESOLUTION

AUTHORIZING THE ISSUANCE, SALE, AND DELIVERY OF
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
REVENUE FINANCING SYSTEM BONDS, AND APPROVING AND

AUTHORIZING INSTRUMENTS AND PROCEDURES RELATING THERETO

Section 1.
Section 2.

Section 3.

Section 4.

Section 5.

Section 6.

Section 7.

Section 8.

Section 9.

Section 10.

Section 11.
Section 12.

Section 13.
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EIGHTH SUPPLEMENTAL RESOLUTION TO THE MASTER RESOLUTION
AUTHORIZING THE ISSUANCE, SALE, AND DELIVERY OF
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
REVENUE FINANCING SYSTEM BONDS, AND APPROVING AND
AUTHORIZING INSTRUMENTS AND PROCEDURES RELATING THERETO

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

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

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

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

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

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

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

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

Section 1. DEFINITIONS AND CONSTRUCTION OF TERMS (a) Definitions. Inaddition
to the definitions set forth in the preamble of this Eighth Supplement, the terms used in this Eighth

Supplement and not otherwise defined shall have the meanings given in the Master Resolution or
in Exhibit "A" to this Eighth Supplement attached hereto and made a part hereof.
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(b) Construction of Terms. If appropriate in the context of this Eighth Supplement, words
of the singular number shall be considered to include the plural, words of the plural number shall be
considered to include the singular, and words of the masculine, feminine, or neuter gender shall be
considered to include the other genders.

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

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

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

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

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

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

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

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

Section 3. INTEREST; TENDERS AND REMARKETING; AND CONVERSION. (a)
Interest. The interest rate on the Bonds, as provided in the Bonds, will be the lesser of (i) the
Maximum Rate or (ii) the rate determined as provided in this Section 3. In no event shall the Interest
Rate exceed the Maximum Rate. Initially, the Bonds shall bear interest determined by the
Remarketing Agent if the Bonds are initially issued in the Weekly Mode and by the U.T. System
Representative if the Bonds are initially 1ssued in the Fixed Rate Mode in accordance with the Award
Certificate. Interest on the Bonds in a Weekly Mode shall be payable on the applicable Interest
Payment Date as herein described, computed on the basis of a 365 or 366-day year, as applicable for
the number of days actually elapsed based upon the calendar year in which the Rate Period for that
Bond commences. The interest on the Bonds in a Fixed Rate Mode shall be payable on the
applicable Interest Payment Date as herein described, computed on the basis of a 360-day year of
twelve 30-day months. The amount of interest due on any Interest Payment Date shall be the amount
of unpaid interest accrued on the Bonds through the day preceding such Interest Payment Date and
if any payment, redemption or maturity date is not a Business Day, then the payment may be made
on the next succeeding Business Day with the same force and effect as if made on the specified
payment date and no interest shall accrue for the period after the specified payment date. Any
Bondowner may ascertain the applicable interest rate and Rate Period at any time by contacting the
Paying Agent/Registrar or the Remarketing Agent. Each determination and redetermination of the
applicable interest rate and Rate Period shall be conclusive and binding on the Paying
Agent/Registrar, the Board, and the Bondowners.

(A)  Weekly Mode.

(1)  Determination of Weekly Rates. The Weekly Rate shall be the rate of interest
determined by the Remarketing Agent for each Interest Rate Period, to be the lowest rate
which in its judgment, on the basis of prevailing financial market conditions, would permit
the sale of the Bonds in the Weekly Mode at par plus accrued interest on and as of the
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Effective Date, as defined below, but not in excess of the Maximum Rate. The Remarketing
Agent shall determine the initial Weekly Rate on or before the Issue Date if the Bonds are
initially issued in the Weekly Mode. Thereafter, the Remarketing Agent shall redetermine
the Weekly Rate for each subsequent Interest Rate Period. The Weekly Rate in effect for
each Interest Rate Period shall be determined not later than the Effective Date which shall
be a Wednesday. The Remarketing Agent shall notify the Paying Agent/Registrar and the
Board of the Weekly Rate by Electronic Notice not later than 10:00 a.m., New York City
time, on the Effective Date. Each determination and redetermination of the Weekly Rate
shall be conclusive and binding on the Board, the Paying Agent/Registrar, and the
Bondowners. If for any reason the Remarketing Agent fails to determine the Weekly Rate
or if for any reason such manner of determination shall be determined to be invalid or
unenforceable, the Weekly Rate to take effect on the Effective Date shall be the Weekly
Rate in effect on the day preceding such date.

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

Notwithstanding the foregoing, if the preconditions to conversion to the Fixed Rate
Mode established by the preceding paragraph and Section 3(c) are not met by 10:30 a.m.,
New York City time, on the Conversion Date, the Paying Agent/Registrar shall deem the
proposed conversion to have failed and shall immediately notify the Board and the
Remarketing Agent, and the Bonds to have been converted shall be subject to mandatory
tender as provided in Section 3(a)(A)(4) hereof. In such event, the Board shall comply with
the requirements of Section 5(c)(A), as necessary to provide for the payment of the Purchase
Price on such date. In no event shall the failure of Bonds to be converted for any reason be
deemed to be, in and of itself, a default under this Eighth Supplement, so long as the
Purchase Price of all Bonds required to be purchased is made available as provided above.

(3)  Bondowners'Optionto Tender Bonds in Weekly Mode. Bonds inthe Weekly
Mode are subject to tender, at the election of the owner thereof, on the dates, for the prices,
in the manner and subject to the limitations described in the Form of Bonds. The owners
of Tendered Bonds shall receive on the Delivery Date 100% of the principal amount of the
Tendered Bonds plus accrued interest to the Purchase Date, provided that if the Purchase
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Date is an Interest Payment Date, accrued interest shall be paid separately, and not as part
of the Purchase Price on such date. The purchase of Tendered Bonds shall not extinguish
the debt represented by such Bonds which shall remain Outstanding and unpaid under this
Eighth Supplement.

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

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

4 Mandatory Tender of Weekly Bonds upon Change in Mode, In the event that
Bonds in the Weekly Mode are converted to the Fixed Rate Mode, such Bonds are subject

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

(B) Fixed Rate Mode.

Determination of Fixed Rate and Conversion to Fixed Rate Mode. The Bonds may
be initially issued bearing interest at a Fixed Rate as set forth in the Award Certificate. If

initially issued in a Weekly Rate Mode, the interest rate on all of the Bonds may be
converted by the Board to the Fixed Rate as provided in the Form of Bonds and Section
3(a) hereof. Written notice of conversion to the Fixed Rate Mode shall be given by the U.T.
System representative to the Board, the Paying Agent/Registrar, the Remarketing Agent, and
the Rating Agencies not fewer than 30 days prior to the proposed Conversion Date. Upon
receipt of the Conversion Certificate giving notice of conversion to the Fixed Rate Mode,
the Remarketing Agent shall determine the Fixed Rate not later than noon, New York City
time, one (1) Business Day before the Conversion Date. The Fixed Rate shall be the lowest
rate which in the judgment of the Remarketing Agent, on the basis of prevailing financial
market conditions, would permit the sale of the Bonds being so converted at par plus
accrued interest on the Effective Date, but not in excess of the Maximum Rate. The Fixed
Rate will be in effect until the Final Maturity Date and no conversions to another Mode may
be effected.
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On the date of determination thereof, the Remarketing Agent shall notify the Board
and the Paying Agent/Registrar by Electronic Notice of the Fixed Rate. The Paying
Agent/Registrar shall' promptly notify the Board in writing of the Fixed Rate. The
determination of the Fixed Rate shall be conclusive and binding on the Board, the Paying
Agent/Registrar, the Paying Agent, and the Bondowners. The first Interest Payment Date
of Bonds converted to the Fixed Rate shall be the next February 15 or Augustl5 after the
Conversion Date. The Fixed Rate shall become effective on the Conversion Date and shall
remain in effect for the remaining term of the Bonds so converted.

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

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

(1) that the Mode will be changed to the Fixed Rate Mode,
(2)  the Effective Date of the new rate, and

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

() Change In Interest Rate Mode - Opinion of Counsel: Board Veto Right. No
conversion to the Fixed Rate Mode shall be effective unless on or prior to the Conversion Date the

Board shall provide the Paying Agent/Registrar with a Favorable Opinion.

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

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

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

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

LENGTH OF
TIME FROM _
CONVERSION DATE COMMENCEMENT OF
TO MATURITY DATE REDEMPTION PERIOD REDEMPTION PRICES
greater than or equal to 10 10 years from the 100%
years : commencement of Interest
Rate Period
less than 10 years No call N/A

Notwithstanding the foregoing, if the Bonds initially bear interest at a Fixed Rate, the
redemption schedule shall be as set forth in the Award Certificate. In connection with a Conversion,
the Remarketing Agent, upon the request of the Board and in order to achieve the lowest interest rate
which, in the judgment of the Remarketing Agent, on the basis of current financial market conditions
as to interest rates and redemption periods, would permit the sale of the Bonds so converted at par
plus accrued interest, may deliver to the Board and the Paying Agent/Registrar an alternative
redemption schedule to that shown above, provided that the Board delivers the Remarketing Agent
and the Paying Agent/Registrar a Favorable Opinion with respect to such alternative schedule of
redemption. Prior to such Conversion, the Paying Agent/Registrar shall insert the appropriate
optional redemption as described above in the Form of Bonds. After the Conversion Date succeeding
the delivery of such alternative schedule and Favorable Opinion, the Bonds shall be subject to
redemption in accordance with the provisions of such alternative schedule.
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(b} Notices of Redemption. (i) In addition to the Notice of Redemption set forth in the
Form of Bonds, the Board shall give notice of redemption to the Paying Agent/Registrar at least
fifteen (15) days prior to a redemption date in the case of a redemption of Bonds in the Weekly Mode
and at lease forty five (45) days prior to a redemption date in the case of a redemption of Bonds in
the Fixed Rate Mode and the Paying Agent/Registrar shall give notice of redemption of Bonds by
mail, first-class postage prepaid at least ten (10) days prior to a redemption date in the case of a
redemption of Bonds in the Weekly Mode and at least thirty (30) days prior to a redemption date in
the case of a redemption of Bonds in the Fixed Rate Mode to each registered securities depository
and to any national information service that disseminates such notices. In addition, in the event of
a redemption caused by an advance refunding of the Bonds, the Paying Agent/Registrar shall send
a second notice of redemption to the persons specified in the immediately preceding sentence at least
thirty (30) days but not more than ninety (90) days prior to the actual redemption date. Any notice
sent to the registered securities depositories or such national information services shall be sent so
that they are received at least two (2) days prior to the general mailing or publication date of such
notice. The Paying Agent/Registrar shall also send a notice of prepayment or redemption to the
registered owner of any Bond who has not sent the Bonds in for redemption sixty (60) days after the
redemption date.

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

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

(c) Remarketing of Bonds. (A) Upon the tender of Bonds in accordance with Section
3(a)(A)3) hereof, the Remarketing Agent shall, subject to the terms of the Remarketing Agreement,
offer for sale and use its best efforts to sell such Bonds (or portions thereof) on any Purchase Date
for such Bonds at the Purchase Price of 100% of the principal amount thereof, plus accrued interest,
pursuant to the provisions hereof and of the Remarketing Agreement. If the Bonds are not
remarketed, the Board shall provide immediately available funds to purchase the Bonds, by 1:30 p.m.
New York City time on the Purchase Date, and such Bonds shall constitute Board-Held Bonds. Such
purchase of Bonds with moneys provided by the Board shall not extinguish the debt represented by
such Bonds, which shall remain Outstanding and unpaid under this Eighth Supplement. Thereafter,
the Remarketing Agent shall continue to use its best efforts to remarket the Bonds unless otherwise
directed by the Board. If the Purchase Price of any Bond has been provided by the Board, the
Remarketing Agent will solicit the purchase of such Board-Held Bond for a period of up to ninety
(90) days. In the event that any such Board-Held Bond has not been remarketed at the end of such
ninety-day period, the Remarketing Agent will further attempt to solicit the purchase of such
Board-Held Bond upon request of the Board.
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(B)  The Remarketing Agent shall not remarket any Bonds pursuant to this Section if the
Board is in default of any of the provisions of this Eighth Supplement.

{C)  The Remarketing Agent shall give notice to the Paying Agent/Registrar and the Board
by Electronic Notice, specifying the principal amount of Tendered Bonds as to which the
Remarketing Agent has found purchasers, the amounts the Remarketing Agent has received for the
purchase of Tendered Bonds, and any deficiency in amounts available to pay the Purchase Price of
Tendered Bonds at or before (i) 1:00 p.m., New York City time, on each Purchase Date for Tendered
Bonds that are to be in the Weekly Mode immediately after the Purchase Date, or (i) 2:00 p.m., New
York City time, on the second Business Day immediately preceding each Purchase Date for tendered
Bonds that are to be in the Fixed Rate Mode immediately after the Purchase Date. The Remarketing
Agent shall give Electronic Notice or written notice to the Paying Agent/Registrar of the names,
addresses and taxpayer identification numbers of the purchasers and the number and denominations
of Bonds to be delivered to each purchaser, at or before 2:00 p.m., New York City time, on each
Purchase Date

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

(E)  Payment of Purchase Price to Owners; Delivery of Bonds. Any purchase of Tendered
Bonds shall be made by payment of the Purchase Price by wire or bank transfer in immediately
available funds by the Paying Agent/Registrar upon receipt of remarketing proceeds at the time
specified in Section 5(b)(D) above. The Purchase Price shall be paid in the manner specified in the
Form of Bond. By 4:00 p.m., New York City time, Bonds remarketed under this section shall be
made available by the Paying Agent/Registrar to the purchasers thereof and shall be registered in the
manner directed by the recipient thereof, provided that such Bonds shall not be delivered unless and
until the Paying Agent has received the Purchase Price therefor.

® Remarketing of Bonds Between Notice and Redemption or Conversion Date. No
Bonds scheduled to be redeemed or converted may be remarketed after receipt by the Remarketing

Agent of notice of redemption or conversion of such Bonds from the Board unless the Remarketing
Agent, on or before the Purchase Date, gives notice to the purchaser that the Bonds will be redeemed
or converted, and such purchaser will be required to surrender its Bonds for payment on the
applicable redemption date or to tender its Bonds for mandatory purchase on the applicable
Conversion Date, as the case may be.

(G)  During Book-Entry System. Notwithstanding anything herein to the contrary, so long
as the Bonds are held under the book-entry system in accordance with Section 6 hereof, Bonds will
not be delivered as set forth in Section 5(E) above; rather, transfers of beneficial ownership of the
Bonds to the person indicated above will be effected on the books of DTC pursuant to its rules and
procedures.
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Section 6. REGISTRATION, TRANSFER, AND EXCHANGE; AUTHENTICATION,
BOOK-ENTRY-ONLY SYSTEM; AND TENDER AGENT. (a) Paying Agent/Registrar. Bankers
Trust Company, in New York, New York, is hereby appointed the Paying Agent/Registrar for the
Bonds. The U.T. System Representative is authorized to enter into and carry out a Paying
Agent/Registrar Agreement with the Paying Agent/Registrar with respect to the Bonds.

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

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

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

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

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

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

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

(1) Successor Securities Depository; Transfers Qutside Book-Entry-Only System. In the
event that the Board determines to discontinue the use of the Book-Entry-Only System through DTC

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

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

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

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

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

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

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

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

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

Section 7. ESTABLISHMENT OF FINANCING SYSTEM AND ISSUANCE OF PARITY
DEBT. By adoption of the Master Resolution, the Board has established The University of Texas
System Revenue Financing System for the purpose of providing a financing structure for revenue
supported indebtedness of components of The University of Texas System which are from time to
time included as Members of the Financing System. The Master Resolution is intended to establish
a master plan under which revenue supported debt of the Financing System can be incurred. This
Eight Supplement provides for the authorization, issuance, sale, delivery, form, characteristics,
provisions of payment and redemption, and security of the Bonds, including the payment of the
Purchase Price of the Bonds when due, as Parity Debt. The Master Resolution is incorporated herein
by reference and as such made a part hereof for all purposes, except to the extent modified and
supplemented hereby, and the Bonds are hereby declared to be Parity Debt under the Master
Resolution. As required by Section 5(a) of the Master Resolution, the Board hereby determines that
upon the issuance of the Bonds it will have sufficient funds to meet the financial obligations of The
University of Texas System, including sufficient Pledged Revenues to satisfy the Annual Debt
Service Requirements of the Financing System, including the payment of the Purchase Price of the
Bonds when due, and to meet all financial obligations of the Board relating to the Financing System
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and that the Members on whose behalf the Bonds are to be issued possess the financial capacity to
satisfy their Direct Obligations, including the payment of the Purchase Price of the Bonds when due,
after taking the Bonds into account.

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

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

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

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

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

(c) In addition, to the extent that Remarketing Proceeds in the Bond Purchase Fund are
insufficient to pay the Purchase Price of any Purchase Date, the Board shall transfer to the Bond
Purchase Fund such amounts in immediately available funds from lawfully available Pledged
Revenues. '
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Section 10. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED BONDS.
(a) Replacement Bonds. In the event any outstanding Bond is damaged, mutilated, lost, stolen, or
destroyed, the Paying Agent/Registrar shall cause to be printed, executed, and delivered, anew bond
of the same Séries, principal amount, maturity, and interest rate, and in the same form, as the
damaged, mutilated, lost, stolen, or destroyed Bond, in replacement for such Bond in the manner
hereinafter provided.

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

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

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

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

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

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

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

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

(b) Amendments With Consent. Subject to the other provisions of this Eighth Supplement,
the owners of Outstanding Bonds aggregating 51 percent in Outstanding Principal Amount shall
have the right from time to time to approve any amendment, other than amendments described in
Subsection (a) of this Section, to this Eighth Supplement which may be deemed necessary or
desirable by the Board, provided, however, that nothing herein contained shall permit or be construed
to permit, without the approval of the owners of all of the Outstanding Bonds, the amendment of the
terms and conditions in this Eighth Supplement or in the Bonds so as to:

(1) Make any change in the maturity of the Outstanding Bonds;
(2) Reduce the rate of interest borne by Qutstanding Bonds;
(3) Reduce the amount of the principal payable on Outstanding Bonds;

(G M0d1fy the terms of payment of principal of or interest on the Outstandlng Bonds,
or impose any conditions with respect to such payment,

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

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

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

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

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

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

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

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

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

(ii) to take any action to assure that in the event that the "private business use" described
in subsection (a) hereof exceeds 5 percent of the proceeds of the Bonds (less amounts
deposited into a reserve fund, if any) then the amount in excess of 5 percent is used for a
"private business use" which is "related" and not "disproportionate,” within the meaning of
section 141(b)(3) of the Code, to the governmental use,

(iii) to take any action to assure that no amount which is greater than the lesser of
$5,000,000, or 5 percent of the proceeds of the Bonds (less amounts deposited into a reserve
fund, if any) is directly or indirectly used to finance loans to persons, other than state or local
governmental units, in contravention of section 141(c) of the Code;

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

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

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

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

(2) amounts invested in a bona fide debt service fund, within the meaning of
section 1,148-1(b) of the Treasury Regulations, and

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

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

(viii) to pay to the United States of America at least once during each five-year period
(beginning on the date of delivery of the Bonds) an amount that is at least equal to 90 percent
of the "Excess Earnings," within the meaning of section 148(f) of the Code and to pay to the
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United States of America, not later than 60 days after the Bonds have been paid in full, 100
percent of the amount then required to be paid as a result of Excess Earnings under section
148(f) of the Code . :

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

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

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

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

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

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

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

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

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

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

(i)  accrued interest, if any, for the Bonds shall be deposited as provided in Section 9;
(ii)  an amount sufficient to accomplish the purposes of Section 18 shall be so applied;

(i11) any proceeds from the sale of Bonds remaining after the deposits provided for in
clauses (i) and (ii) above, shall be applied to pay expenses arising in connection with the
issuance of the Bonds and the refunding of the Refunded Obligations.

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

Section 20. FURTHER PROCEDURES. The Executive Committee, each member of the
Executive Committee, each U.T. System Representative, and all other officers, employees, and
agents of the Board, and each of them, shall be and they are hereby expressly authorized,
empowered, and directed from time to time and at any time to do and perform all such acts and
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things and to execute, acknowledge, and deliver in the name and under the corporate seal and on
behalf of the Board all such instruments, whether or not herein mentioned, as may be necessary or
desirable in order to carry out the terms and provisions of this Eighth Supplement, the Escrow
Agreement, the Bonds, the Swap Agreements and the execution and delivery of confirmations
thereunder, the Remarketing Agreement, the sale and delivery of the Bonds and fixing all details in
connection therewith, and the Paying Agent/Registrar Agreement, and to approve the Official
Statement, or supplements thereto, in connection with the Bonds. In case any officer whose
signature shall appear on the Bonds shall cease to be such officer before the delivery of the Bonds,
such signature shall nevertheless be valid and sufficient for all purposes the same as if such officer
had remained in office until such delivery. Notwithstanding anything to the contrary contained
herein, while the Bonds are subject to DTC's Book-Entry-Only System and to the extent permitted
~ by law, the Blanket Letter of Representation is hereby incorporated herein and its provisions shall
prevail over any other provisions of this Eighth Supplement in the event of conflict. The U.T. System
Representative is authorized to submit an application to the Texas Bond Review Board requesting
the approval of the issuance of the Bonds. In addition, the U.T. System Representative, General
Counsel, and Bond Counsel are hereby authorized to approve, subsequent to the date of the adoption
of this Eighth Supplement, any amendments to the above named documernts, and any technical
amendments to this Eighth Supplement as may be required by Fitch, Moody's, or S&P, as a condition
to the granting of a rating on the Bonds or as required by the office of the Texas Attorney General
as a condition to the approval of the Bonds.

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

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

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

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

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

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

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

Section 25. CONTINUING DISCLOSURE. (i) Annual Reports. The Board shall provide
annually to each NRMSIR and any SID, within six months after the end of each Fiscal Year,
financial information and operating data with respect to The University of Texas System of the
general type inciuded in the Official Statement dated September 15, 1998, relating to the Bonds
under the captions "Annual Debt Service Requirements”, "Financial Management of The University
of Texas System" and "General Description of The University of Texas System - Enrollment and
Faculty and Employees” and in Appendix C to such Official Statement, Financial Statements of The
University of Texas System. Any financial statements so to be provided shall be (1) prepared in
accordance with the accounting principles described in Exhibit C hereto and (2) audited, if the Board
commissions an audit of such statements and the audit is completed within the period during which
they must be provided. Ifaudited financial statements are not so provided within the required period,
then the Board shall provide unaudited financial statements for the applicable Fiscal Year to each
NRMSIR and any SID, and shall file audited financial statements when and if audited financial
statements become available. If audited financial statements are not prepared for any Fiscal Year
and audited financial statements are prepared with respect to the State of Texas for such Fiscal Year,
the Board shal! provide, or cause to be provided, the audited financial statements of the State of
Texas for the applicable Fiscal Year to each NRMSIR and any SID within six months after the end
of said Fiscal Year or as soon thereafter as such audited financial statements become available from
the State Auditor of the State of Texas. Any such audited financial statements of the State of Texas
so provided shall be prepared in accordance with generally accepted accounting principles for state
governments, as such principles may be changed from time to time to comply with state law.

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

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

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

A.  Principal and interest payment delinquencies;

B.  Non-payment related defaults;

C.  Unscheduled draws on debt service reserves reflecting financial difficulties;
D. Unscheduled draws on credit enhancements reflecting financial difficulties;
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Substitution of credit or liquidity providers, or their failure to perform;
Adverse tax opinions or events affecting the tax-exempt status of the Bonds;
Madifications to rights of holders of the Bonds;

Bond calls;

Defeasances;

Release, substitution, or sale of property securing repayment of the Bonds; and
Rating changes.

AECmomm

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

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

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

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

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

‘Nothing in this Section is intended or shall act to disclaim, waive, or otherwise limit the
duties of the Board under federal and state securities laws.
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The provisions of this Section may be amended by the Board from time to time to adapt to
changed circumstances that arise from a change in legal requirements, a change in law, or a change
in the identity, nature, status, or type of operations of the Board, but only if (1) the provisions of this
Section, as so amended, would have permitted an underwriter to purchase or sell the Bonds in the
primary offering of the Bonds in compliance with the Rule, taking into account any amendments or
interpretations of the Rule to the date of such amendment, as well as such changed circumstances,
and (2) either (A) the holders of a majority in aggregate principal amount (or any greater amount
required by any other provision of this Eighth Supplement that authorizes such an amendment) of
the outstanding Bonds consent to such amendment or (B) a Person that is unaffiliated with the Board
(such as nationally recognized bond counsel) determines that such amendment will not materially
impair the interests of the holders and beneficial owners of the Bonds. If the Board so amends the
provisions of this Section, it shall include with any amended financial information or operating data
next provided in accordance with this Section an explanation, in narrative form, of the reasons for
the amendment and of the impact of any change in the type of financial information or operating data
so provided. The Board may also amend or repeal the provisions of this continuing disclosure
requirement if the SEC amends or repeals the applicable provisions of the Rule or a court of final
jurisdiction enters judgment that such provisions of the Rule are invalid, but only if and to the extent
that the provisions of this sentence would not prevent an underwriter from lawfully purchasing or
selling the Bonds in the primary offering of the Bonds.

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

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

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

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

Section27. QUALIFICATIONS OF REMARKETING AGENT. The Remarketing Agent
shall have a capitalization of at least $100,000,000 and be authorized by law to perform all the duties
imposed upon it by this Eighth Supplement. The Remarketing Agent may at any time resign and be
discharged of the duties and obligations created by this Eighth Supplement by giving at least ten (10)
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days' written notice to the Board and the Paying Agent/Registrar. The Remarketing Agent may be
removed at any time by the Board, upon seven (7) days' notice by an instrument filed with the
Remarketing Agent and the Board.

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

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

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

ATTEST:

Executive Secretary Chairman

(SEAL)

Exhibit A - Definitions
Exhibit B - Form of Bonds
Exhibit C - Continuing Disclosure of Information
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EXHIBIT A
DEFINITIONS

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

"4cts" means collectively, Articles 717k and 717q, Vernon's Texas Civil Statutes, as
amended, and Chapter 55, Texas Education Code, as amended.

"4uthorized Denominations” - shall mean (i) for Bonds in the Weekly Mode, $100,000 or
any integral multiple thereof, and (ii) for Bonds in the Fixed Rate Mode, $5,000 or any integral
multiple thereof.

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

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

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

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

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

"Business Day" - shall mean any day on which commercial banks located in Austin, Texas
and in all of the cities in which the Principal Offices of the Paying Agent/Registrar and, while the

Bonds are in the Weekly Mode, the Remarketing Agent are located are not required or authorized
by law or regulation to remain closed and on which the New York Stock Exchange is not closed.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

"Interest Rate Period, Rate Period or Period" - shall mean, when used with respect to any
particular rate of interest for a Bond, the period during which such rate of interest determined for

such Bond will remain in effect as described herein.

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

"Master Resolution” - shall mean the Master Resolution establishing the Financing System
adopted by the Board on April 12, 1990, and amended and restated on February 14, 1991, and further
amended on October 8, 1993 and August 14, 1997.

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

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

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

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

"Mood)y's" - shall mean Moody's Investors Service, Inc. or, if such corporation is dissolved
or liquidated or otherwise ceases to perform securities rating services, such other nationally

recognized securities rating agency as may be designated in writing by the Board.

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

“Potential Swap Providers" - shall mean the entities identified in Section 24 with which the
Board will enter into interest rate swap agreements.

January 11, 1999 A-3

BAAC - 45



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

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

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

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

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

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

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

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

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

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

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

"Special Record Date” - shall mean the date designated as such by the Paying

Agent/Registrar as provided in the Form of Bond in connection with the payment of defaulted
interest on the Bonds.
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"Tendered Bond'" - shall mean any Bond tendered or deemed tendered for purchase pursuant
to the provisions hereof.

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

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

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

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

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

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

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

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

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

UNITED STATES OF AMERICA
STATE OF TEXAS
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
REVENUE FINANCING SYSTEM REFUNDING BONDS
SERIES 2001

Maturity Date: ' CUSIP

Dated Date:

Issue Date:

Registered Owner:
Principal Amount: $

Mode;
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ANY BONDHOLDER WHO FAILS TO DELIVER A BOND FOR PURCHASE AT THE
TIMES AND AT THE PLACE REQUIRED HEREIN SHALL HAVE NO ""JRTHER
RIGHTS HEREUNDER EXCEPT THE RIGHT TO RECEIVE THE PURCHASE PRICE
HEREOF UPON DELIVERY FOR THIS BOND TO THE PAYING AGENT/REGISTRAR,
AND SHALL HOLD THIS BOND AS AGENT FOR THE PAYING AGENT/REGISTRAR.

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

The principal or redemption price of this Bond (or of a portion of this Bond, in the case
of a partial redemption) is payable to the Registered Owner hereof in immediately available
funds upon presentation and surrender hereof at the Principal Office of the Paying
Agent/Registrar or its successor, as paying agent, under the Eighth Supplemental Resolution
to the Master Resolution adopted by Board on February 11, 1999, authorizing the issuance of
the Bonds (the "Eighth Supplement"). The Eighth Supplement and the Master Resolution
Establishing The University of Texas System Revenue Financing System are hereinafter
collectively referred to as the "Bond Resolution”. All payments of interest on Bonds accruing
interest at Fixed Rates shall be paid to the Registered Owner hereof whose name appears in
the Bond Register kept by the Paying Agent/Registrar as of the close of business on the
applicable Record Date or Special Record Date (hereinafter defined) by check mailed on the
Interest Payment Date, provided that any Registered Owner of $1,000,000 or more in aggregate
principal amount of the Bonds may, upon written request given to the Paying Agent/Registrar
at least five Business Days prior to an Interest Payment Date designating an account in a
domestic bank, be paid by wire transfer of immediately available funds. All payments of
interest on Bonds accruing interest at Weekly Rates shall be paid to the Registered Owner
hereof whose name appears in the Registration Books kept by the Paying Agent/Registrar as
of the close of business on the applicable Record Date or Special Record Date in immediately
available funds by wire transfer to a bank within the continental United States or deposited to
a designated account if such account is maintained with the Paying Agent as directed by the
Registered Owner in writing or as otherwise directed in writing by the Registered Owner prior
to the time of payment with respect to Bonds accruing interest at a Weekly Rate. The Record
Date for any Interest Payment Date shall be the close of business on the Business Day
immediately preceding the Interest Payment Date, except that, while this Bond accrues interest
at the Fixed Rates (as described herein), the Record Date shall be the close of business on the
last Business Day of the calendar month immediately preceding such Interest Payment Date.
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Any interest on any Bond which is payable, but ts not punctually paid or provided for, on any
Interest Payment Date and within any applicable grace period (herein called "Defaulted
Interest") shall forthwith cease to be payable to the Registered Owner hereof on the relevant
Record Date by virtue of having been such Registered Owner, and such Defaulted Interest shall
be paid to the person in whose name this Bond is registered at the close of business on a
Special Record Date to be fixed by the Paying Agent/Registrar, such date (the "Special Record
Date") to be no more than 15 nor fewer than 10 days prior to the date of proposed payment.
This Bond shall bear interest on any overdue principal amount and, to the extent permitted by
law, on overdue interest at the applicable interest rate in effect on the date which such principal
and interest became due and payable. This Bond is registered as to both principal and interest
in the Bond Register kept by the Paying Agent/Registrar and may be transferred or exchanged,
subject to the further conditions specified in the Bond Resolution, only upon surrender hereof
at the office of the Paying Agent/Registrar. This Bond is payable solely from the sources
hereinafter mentioned.

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

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

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

Interest on the Bonds

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

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

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

The following terms are defined as foliows:

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

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

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

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

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

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

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

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

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

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

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

Weekly Rate

While the Bonds accrue interest at a Weekly Rate, the rate of interest on the Bonds.will
be determined weekly by the Remarketing Agent in accordance with the Eighth Supplement
to be effective for a seven day period commencing on Wednesday of the week of such

determination. (The length of the period and the last day of the period may vary in the event
of a conversion from a Weekly Rate.)
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Fixed Rate

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

Authorized Denominations

Bonds which accrue interest a Weekly Rate will be issued in denominations of
$£100,000 or any integral multiple thereof. Bonds which accrue interest at a Fixed Rate will
be issued in the denomination of $5,000 or any integral multiple thereof.

Optional Tenders

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

As fong as the book-entry system is in effect, the Beneficial Owner of a Bond may
demand purchase of the Bond (or portion thereof in Authorized Denominations) owned by it
by providing notice as provided above through the Beneficial Owner's DTC Participant;
provided such notice shall be given by 11:00 a.m., New York City time, on the date such
notice is required to be given. If the book-entry system is not in effect, the registered owner
of this Bond may demand purchase of this Bond (or portion thereof in Authorized
Denominations) by providing notice to the Paying Agent/Registrar as provided above and
delivering this Bond to the Paying Agent/Registrar at its Principal Office.

If the Registered Owner of a Bond has elected to tender such Bond for purchase, such
Registered Owner shall be deemed to have agreed irrevocably to sell such Bond to any
purchaser determined in accordance with the provisions of the Eighth Supplement on the date
fixed for purchase at the Purchase Price and any Bond not delivered shail be deemed tendered
(an "Undelivered Bond") and shall cease to be outstanding under the Bond Resolution and no
further interest shall accrue as of the Purchase Date. Notice of tender of 2 Bond is irrevocable.
All notices of tender of Bonds shall be made to the Paying Agent/Registrar in writing or by
Electronic Notice at its Principal Office in substantially the form as provided in the Form of
Bondholder's Election Notice for Bonds Subject to Optional Tender attached hereto or such
other form of notice satisfactory to the Paying Agent/Registrar which sets forth the principal
amount of Bonds to be purchased, the purchase date on which such Bonds shall be purchased,
the name, address, and taxpayer identification number of the Registered Owner and the
payment instructions for the Purchase Price. All deliveries of tendered Bonds, including
deliveries of Bond subject to mandatory tender, shall be made to the Paying Agent/Registrar
at its Principal Office.
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Mandatory Tenders

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

Payment of Purchase Price

The Purchase Price for Bonds is payable by wire or bank transfer within the continental
United States in immediately available funds from the Paying Agent/Registrar to the
Registered Owner. If on any date this Bond is subject to mandatory tender for purchase or is
required to be purchased at the election of the Registered Owner, payment of the Purchase
Price of this Bond to such Registered Owner shall be made on the Purchase Date if delivery
of this Bond is made prior to 11:00 a.m., New York City time, on the Purchase Date or on such
later Business Day upon which delivery of this Bond is made prior to 11:00 a.m., New York
City time.

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

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

Written Notice of Mode or Interest Rate Period Change

The Paying Agent/Registrar shall give notice, by first class mail, to the Registered
Owners of all Bonds of the proposed conversion from the Weekly Mode to the Fixed Rate
Mode, at least Fifteen (15) days, before the proposed Conversion Date.

Interest Payment Dates

While this Bond accrues interest at a Weekly Rate, interest is payable on the first
Business Day of each calendar month following a2 month in which interest at such rate has
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accrued. While this Bond accrues interest at a Fixed Rate, interest is payable on the
immediately succeeding February 15 or August 15 after Conversion to the Fixed Rate Mode
and thereafter on each February 15 and August 15.

Optional Redemption

The Bonds are subject to optional redemption as follows:

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

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

LENGTH OF
INTEREST COMMENCEMENT OF
RATE PERIOD REDEMPTION PERIOD REDEMPTION PRICES
greater than or equal to 10 10 years from the 100%
years commencement of Interest
Rate Period
less than 10 years No call | N/A

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

AT LEAST ten (10) days prior to the date fixed for the redemption of Bonds or
portions thereof in the Weekly Mode and at least thirty (30) days prior to the date fixed for the
redemption of Bonds or portions thereof in the Fixed Rate Mode, a written notice of such
redemption shall be published once in a financial publication, journal, or report of general
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circulation among securities dealers in The City of New York, New York (including, but not
limited to, The Bond Buyer and The Wall Street Journal), or in the State of Texas (including,
but not limited to, The Texas Bond Reporter). Such notice also shall be sent by the Paying
Agent/Registrar by United States mail, first-class postage prepaid, not less than 30 days prior
to the date fixed for any such redemption, to the registered owner of each Bond to be redeemed
at its address as it appeared on the 45th day prior to such redemption date; provided, however,
that the failure to send, mail, or receive such notice, or any defect therein or in the sending or
mailing thereof, shall not affect the validity or effectiveness of the proceedings for the
redemption of any Bond, and it is hereby specifically provided that the publication of such
notice as required above shall be the only notice actually required in connection with or as a
prerequisite to the redemption of any Bonds or portions thereof. By the date fixed for any such
redemption due provision shall be made with the Paying Agent/Registrar for the payment of
the required redemption price for the Bonds or portions thereof which are to be so redeemed.
If such written notice of redemption is published and if due provision for such payment is
made, all as provided above, the Bonds or portions thereof which are to be so redeemed
thereby automatically shall be treated as redeemed prior to their scheduled maturities, and they
shall not bear interest after the date fixed for redemption, and they shall not be regarded as
being outstanding except for the right of the registered owner to receive the redemption price
from the Paying Agent/Registrar out of the funds provided for such payment. If a portion of
any Bond shall be redeemed, a substitute Bond or Bonds having the same maturity date,
bearing interest at the same rate, payable in the same manner, in any authorized denomination
at the written request of the registered owner, and in aggregate principal amount equal to the
unredeemed portion thereof, will be issued to the registered owner upon the surrender thereof
for cancellation, at the expense of the Board, all as provided in the Bond Resolution.

Notwithstanding the provisions of the foregoing paragraph, no notice of redemption
is required to be given to the owner of any Bond which is subject to mandatory tender on the
date fixed for redemption. :

If at the time of mailing of notice of any optional redemption in connection with a
refunding of the Bonds, the Board shall not have deposited with the Paying Agent/Registrar
moneys sufficient to redeem all of the Bonds called for redemption, such notice may state that
it is conditional in that it is subject to the deposit of the proceeds of refunding bonds with the
Paying Agent/Registrar not later than the redemption date, and such notice shall be of no effect
unless such moneys are so deposited.

This Bond is one of a Series of bonds authorized in the aggregate principal amount of
3 pursuant to Bond Resolution for the purpose of refunding $80,530,000, in
aggregate principal amount of the Board of Regents of The University of Texas System
Revenue Financing System Bonds, Series 1991A and Series 1991B and paying the costs
related thereto.

THIS BOND OR ANY PORTION OR PORTIONS HEREOF IN ANY AUTHORIZED
DENOMINATION may be assigned and shall be transferred only in the Registration Books
of the Board kept by the Paying Agent/Registrar acting in the capacity of registrar for the
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Bonds, upon the terms and conditions set forth in the Bond Resolution. Among other
requirements for such assignment and transfer, this Bond must be presented and surrendered
to the Paying Agent/Registrar, together with proper instruments of assignment, in form and
with guarantee of signatures satisfactory to the Paying Agent/Registrar, evidencing assignment

- of this Bond or any portion or portions hereof in any authorized denomination to the assignee
or assignees in whose name or names this Bond or any such portion or portions hereof is or are
to be transferred and registered. The form of Assignment printed or endorsed on this Bond
shall be executed by the registered owner or its duly authorized attorney or representative, to
evidence the assignment hereof. A new Bond or Bonds payable to such assignee or assignees
(which then will be the new registered owner or owners of such new Bond or Bonds), or to the
previous registered owner in the case of the assignment and transfer of only a portion of this
Bond, may be delivered by the Paying Agent/Registrar in exchange for this Bond, all in the
form and manner as provided in the next paragraph hereof for the exchange of other Bonds.
The Board shall pay the Paying Agent/Registrar's fees and charges, if any, for making such
transfer or exchange as provided below, but the one requesting such transfer or exchange shall
pay any taxes or other governmental charges required to be paid with respect thereto.  While
the Bonds are in the Fixed Rate Mode, the Paying Agent/Registrar shall not be required to
make transfers of registration or exchange of this Bond or any portion hereof (i) during the
period commencing with the close of business on any Record Date and ending with the
opening of business on the next following principal or interest payment date, or, (ii) with
respect to any Bond or any portion thereof called for redemption prior to maturity, within 45
days prior to its redemption date. The registered owner of this Bond shall be deemed and
treated by the Board and the Paying Agent/Registrar as the absolute owner hereof for all
purposes, including payment and discharge of liability upon this Bond to the extent of such
payment, and, to the extent permitted by law, the Board and the Paying Agent/Registrar shall
not be affected by any notice to the contrary.

ALL BONDS OF THIS SERIES are issuable solely as fully registered bonds, without
interest coupons, in the denomination of $100,000 or any integral thereof with respect to bonds
in the Weekly Mode and in the denomination of any integral multiple of $5,000, with respect
to bonds in the Fixed Rate Mode. As provided in the Bond Resolution, this Bond, or any
unredeemed portion hereof, may, at the request of the registered owner or the assignee or
assignees hereof, be exchanged for a like aggregate principal amount of fully registered bonds,
without interest coupons, payable to the appropriate registered owner, assignee, or assignees,
as the case may be, having the same maturity date, in the same form, and bearing interest at the
same rate, in any authorized denomination as requested in writing by the appropriate registered
owner, assignee, or assignees, as the case may be, upon surrender of this Bond to the Paying
Agent/Registrar for cancellation, all in accordance with the form and procedures set forth in
the Bond Resolution.

WHENEVER the beneficial ownership of this Bond is determined by a book entry at
a securities depository for the Bonds, the foregoing requirements of holding, delivering, or
transferring this Bond shall be modified to require the appropriate person or entity to meet the
requirements of the securities depository as to registering or transferring the book entry to
produce the same effect.
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IN THE EVENT any Paying Agent/Registrar for the Bonds is changed by the Board,
resigns, or otherwise ceases to act as such, the Board has covenanted in the Bond Resolution
that it promptly will appoint a competent and legally qualified substitute therefor, and promptly
will cause written notice thereof to be mailed to the registered owners of the Bonds.

IT IS HEREBY certified, recited, and covenanted that this Bond has been duly and
validly authorized, issued, and delivered; that all acts, conditions, and things required or proper
to be performed, exist, and be done precedent to or in the authorization, issuance, and delivery
of this Bond have been performed, existed, and been done in accordance with law; that the
Series of Bonds of which this Bond is one constitute Parity Debt under the Master Resolution;
and that the interest on, principal of, and Purchase Price of this Bond, together with the other
Bonds of this Series and the other outstanding Parity Debt are equally and ratably secured by
and payable from a lien on and pledge of the Pledged Revenues, subject only to the provisions
of the Prior Encumbered Obligations.

THE Board has reserved the right, subject to the restrictions referred to in the Bond
Resolution, (i) to issue additional Parity Debt which also may be secured by and made payable
from a lien on and pledge of the aforesaid Pledged Revenues, in the same manner and to the
same extent as this Bond, and (ii) to amend the provisions of the Bond Resolution under the
conditions provided in the Bond Resolution.

THE REGISTERED OWNER hereof shall never have the right to demand paymen’ : -
this Bond or the interest hereon out of any funds raised or to be raised by taxation or from
source whatsoever other than specified in the Bond Resolution.

BY BECOMING the registered owner of this Bond, the registered owner thereby
acknowledges all of the terms and provisions of the Bond Resolution, agrees to be bound by
such terms and provisions, acknowledges that the Bond Resolution is duly recorded and
available for inspection in the official minutes and records of the Board, and agrees that the
terms and provisions of this Bond and the Bond Resolution constitute a contract between each
registered owner hereof and the Board.
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IN WITNESS WHEREOQF, the Board has caused this Bond to be signed with the
manual or facsimile signature of the Chairman of the Board and countersigned with the manual
or facsimile signature of the Executive Secretary of the Board, and has caused the official seal
of the Board to be duly impressed, or placed in facsimile, on this Bond.

Executive Secretary, Board of Regents Chairman, Board of Regents
of The University of Texas System ‘ of The University of Texas System
(BOARD SEAL)

(FORM OF BONDOWNER'S ELECTION NOTICE FOR BONDS
SUBJECT TO OPTIONAL TENDER)

(to be used only in connection with Bonds
subject to optional tender)

Board of Regents of the University of Texas System
Revenue Financing System Refunding Bonds,

Series 2001
Principal Principal Amount
Amount Purchase Date CUSIP Tendered for Purchase Bond Numbers

The undersigned hereby certifies that it is the Registered Owner or the Beneficial
Owner (as described below) of the Bonds described above (the "Tendered Bonds"), all of
which are in the Weekly Mode, and hereby agrees that the delivery of this instrument of
transfer to the Paying Agent/Registrar constitutes an irrevocable offer to sell the Tendered
Bonds to the Board or its designee on the Purchase Date, which shall be a Business Day at least

(____) calendar days following delivery of this instrument, at a purchase price
equal to the unpaid principal balance thereof plus accrued and unpaid interest thereon to the
Purchase Date (the "Purchase Price") provided that if the Purchase Date is an Interest Payment
Date, it is recognized that accrued interest will be paid separately and not as part of the
Purchase Price on such date. The undersigned acknowledges and agrees that this election
notice is irrevocable and that the undersigned will have no further rights with respect to the
Tendered Bonds, except payment, upon presentation and surrender, of the Purchase Price by
wire or bank transfer within the continental United States from the Paying Agent/Registrar, at
its address shown on the registration books of the Paying Agent/Registrar (i) on the Purchase
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Date if the Tendered Bonds shall have been delivered to the Paying Agent priorto 11:00 AM.,
New York City time, or (ii) on any Delivery Date subsequent to the Purchase Date on which
Tendered Bonds are delivered to the Paying Agent by 11:00 A.M., New York time.

Except as otherwise indicated herein and unless the context otherwise requires, the
terms used herein shall have the meanings set forth in the Eighth Supplemental Resolution
adopted by the Board of Regents of the University of Texas System (the "Board") authorizing
the issuance of the Bonds and the Paying Agent/Registrar Agreement Between the Board and
, as Paying Agent/Registrar, relating to the Bonds.

Date:

Signature(s)

(Street City State Zip)

IMPORTANT: The above signature(s) must correspond with the name(s) as set forth on the
face of the Tendered Bond(s) with respect to which this Bondowner's Election Notice is being
delivered without any change whatsoever. If this notice is signed by 2 person other than the
Registered Owner of any Tendered Bond(s), the Tendered Bond(s) must be either endorsed on
the Assignment appearing on each Bond or accompanied by appropriate Bond powers, in each
case signed exactly as the name or names of the Registered Owner or owners appear on the
Bond Register. The method of presenting this notice to the Paying Agent/Registrar is the
choice of the person making such presentation. Ifit is made by mail, it should be by registered
mail with return receipt requested.
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(FORM OF AFFIDAVIT)

AFFIDAVIT

State of
Parish/County of

Before Me, the undersigned authority, duly commissioned and quatified within and for
the State and Parish/County aforesaid, personally came and appeared

who being by me first duly sworn, deposed and said that he/she is the owner of the following
Board of Regents of The University of Texas System Revenue Financing System Refunding

Bonds, Series 2001.

Principal Amount CUSIP Maturity Date
Sworn to and subscribed before me this day of ,
Notary Public
(FORM OF ASSIGNMENT)
ASSIGNMENT

The following abbreviations, when used in the inscription on the face of this Bond,
shall be construed as though they were written out in full according to applicable laws or
regulations: :

UNIF GIFT MIN ACT--
TENCOM-- astenantsin common - Custodian
TENENT-- astenants by the entireties (Cust) {Minor)
JT TEN -- as joint tenants with right under Uniform Gifts to
of survivorship and not as Minors Act
tenants in common (State)
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Additional abbreviations may also be used though not in the above list.
FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto

Please insert Social Security or
Other Identification Number of Assignee

/ /

(Name and Address of Assignee)

the within Bond and does hereby irrevocably constitutes and appoints
to transfer said Bond on the books kept for registration thereof with full power of substitution
in the premises.

Dated:

Signature Guaranteed:

NOTICE: The signature to this assignment must correspond with the name as it appears upon
the face of the within Bond in every particular, without alteration or enlargement or any change
whatever; and

NOTICE: Signature(s) must be guaranteed by the Securities Transfer Association signature
guarantee program.

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

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

It is hereby certified that this Bond has been issued under the provisions of the Bond
Resolution described in this Bond; and that this Bond has been issued in conversion of and
exchange for or replacement of a bond, bonds, or a portion of a bond or bonds of an issue
which originally was approved by the Attorney General of the State of Texas and registered
by the Comptroller of Public Accounts of the State of Texas. '
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Paying Agent/Registrar

Dated:

Authorized Representative

(FORM OF REGISTRATION CERTIFICATE OF
COMPTROLLER OF PUBLIC ACCOUNTS TO BE USED IF
THE BONDS ARE TO BE SO REGISTERED)
COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

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

Witness my signature and seal this

Comptroller of Public Accounts
of the State of Texas

(COMPTROLLER'S SEAL)
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EXHIBIT C

CONTINUING DISCLOSURE OF INFORMATION
Accounting Principles

The financial statements of The University of Texas System wiil be prepared in
accordance with the Texas Comptroller of Public Accounts' Annual Financial Reporting
Requirements, and follow to the extent practical, the AICPA Industry Audit Guide Audits of
Colleges and Universities, 1973, as amended by AICPA Statement of Position (SOP) 74-8

Fipancial Accounting and Reporting by Colleges and Universities, or such other accounting

principles as the Board may be required to employ from time to time pursuant to state law or
regulation.

January 11, 1999 C-1

BAAC - 64



ESCROW AGREEMENT

Refunding Bonds, Series 2001,

THIS ESCROW AGREEMENT, dated as of (herein, together with
any amendments or supplements hereto, called the "Agreement") is entered into by and between
the Board of Regents of The University of Texas System (herein called the "Issuer") and Chase
Bank of Texas, N.A. as escrow agent (herein, together with any successor in such capacity,
called the "Escrow Agent"). The addresses of the Issuer and the Escrow Agent are shown on
Exhibit "A" attached hereto and made a part hereof.

WITNESSETH:

WHEREAS, the Issuer heretofore issued and there presently remain outstanding the
obligations (the "Refunded Obligations") described in the Verification Report of
(the "Report") relating to the Refunded Obligations, attached hereto as
Exhibit "B" and made a part hereof; and

WHEREAS, the Refunded Obligations are scheduled to mature in such years, bear
interest at such rates, and be payable at such times and in such amounts as are set forth in the
Report; and

WHEREAS, when firm banking arrangements have been made for the payment of
principal and interest to the maturity or redemption dates of the Refunded Obligations, then the
Refunded Obligations shall no longer be regarded as outstanding except for the purpose of
receiving payment from the funds provided for such purpose; and

WHEREAS, Article 717k, V.A.T.C.S. ("Article 717k"), authorizes the Issuer to issue
refunding bonds and to deposit the proceeds from the sale thereof, and any other available funds
or resources, directly with any place of payment (paying agent) for any of the Refunded Obliga-
tions, and such deposit, if made before such payment dates and in sufficient amounts, shall
constitute the making of firm banking and financial arrangements for the discharge and final
payment of the Refunded Obligations; and

WHEREAS, Article 717k further authorizes the Issuer to enter into an escrow agreement
with any such paying agent for any of the Refunded Obligations with respect to the safekeeping,
investment, administration and disposition of any such deposit, upon such terms and conditions
as the Issuer and such paying agent may agree, provided that such deposits may be invested only
in direct obligations of the United States of America, including obligations the principal of and
interest on which are unconditionally guaranteed by the United States of America, and which
may be in book entry form, and which shall mature and/or bear interest payable at such times and
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in such amounts as will be sufficient to provide for the scheduled payment of principal and
interest on the Refunded Obligations when due; and

WHEREAS, the Escrow Agent is the paying agent for the Refunded Obligations and this
Agreement constitutes an escrow agreement of the kind authorized and required by said Article
717k; and

WHEREAS, Article 717k makes it the duty of the Escrow Agent to comply with the
terms of this Agreement and timely make available to the other places of payment (paying
agents) for the Refunded Obligations the amounts required to provide for the payment of the
principal of and interest on such obligations when due, and in accordance with therr terms, but
solely from the funds, in the manner, and to the extent provided in this Agreement; and

WHEREAS, the issuance, sale, and delivery of the Board of Regents of The University of
Texas System Revenue Financing System Refunding Bonds, Series 2001 (the "Refunding
Obligations") have been issued, sold and delivered for the purpose, among others, of obtaining
the funds required to provide for the payment of the principal of the Refunded Obligations at
their respective maturity dates or dates of redemption and the interest thereon to such dates; and

WHEREAS, the Issuer desires that, concurrently with the delivery of the Refunding
Obligations to the purchasers thereof, certain proceeds of the Refunding Obligations, together
with certain other available funds of the Issuer, if applicable, shall be applied to purchase certain
direct obligations of the United States of America hereinafter defined as the "Escrowed Secur-
ties" for deposit to the credit of the Escrow Fund created pursuant to the terms of this Agreement
- and to establish a beginning cash balance (if needed) in such Escrow Fund; and

WHEREAS, the Escrowed Securities shall mature and the interest thereon shall be
payable at such times and in such amounts so as to provide moneys which, together with cash
balances from time to time on deposit in the Escrow Fund, will be sufficient to pay interest on
the Refunded Obligations as it accrues and becomes payable and the principal of the Refunded
Obligations on their maturity dates or dates of redemption; and

WHEREAS, to facilitate the receipt and transfer of proceeds of the Escrowed Securities,
particularly those in book entry form, the Issuer desires to establish the Escrow Fund at the
principal corporate trust office of the Escrow Agent; and

WHEREAS, the Escrow Agent is herein also referred to as the "Paying Agent," and any
paying agent for the Refunded Obligations, acting through the Escrow Agent, is also a party to
this Agreement, as a paying agent for the Refunded Obligations to acknowledge their acceptance
of the terms and provisions of this Agreement in such capacity.

NOW, THEREFORE, in consideration of the mutual undertakings, promises and
agreements herein contained, the sufficiency of which hereby are acknowledged, and to secure
the full and timely payment of principal of and the interest on the Refunded Obligations, the
Issuer and the Escrow Agent mutually undertake, promise, and agree for themselves and their
respective representatives and successors, as follows:
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ARTICLEI
DEFINITIONS INTERPRETATIONS

Section 1.01. Definitions. Unless the context clearly indicates otherwise, the following
terms shall have the meanings assigned to them below when they are used in this Agreement:

"Code" means the Internal Revenue Code of 1986, as amended, or to the extent
applicable the Internal Revenue Code of 1954, together with any other applicable provisions of
any successor federal income tax laws.

"Escrow Fund" means the fund created by this Agreement to be administered by the
Escrow Agent pursuant to the provisions of this Agreement.

"Escrowed Securities” means the direct noncallable, not pre-payable United States
Treasury obligations and obligations the due timely payment of which is unconditionally
guaranteed by the United States of America described in the Report or cash or other direct
obligations of the United States of America substituted therefor pursuant to Article I'V of this
Agreement.

Section 1.02. Other Definitions. The terms "Agreement", "Issuer”, "Escrow Agent",
"Refunded Obligations", "Refunding Obligations," "Report" and "Paying Agent"”, when they are
used in this Agreement, shall have the meanings assigned to thern in the preamble to this
Agreement.

Section 1.03. Interpretations. The titles and headings of the articles and sections of this
Agreement have been inserted for convenience and reference only and are not to be considered a
part hereof and shall not in any way modify or restrict the terms hereof, This Agreement and all
of the terms and provisions hereof shall be liberally construed to effectuate the purposes set forth
herein and to achieve the intended purpose of providing for the refunding of the Refunded
Obligations in accordance with applicable law.

ARTICLETI

DEPOSIT OF FUNDS AND
ESCROWED SECURITIES

Section 2.01. Deposits in the Escrow Fund. Concurrently with the sale and delivery of
the Refunding Obligations the Issuer shall deposit, or cause to be deposited, with the Escrow
Agent, for deposit in the Escrow Fund, the funds and Escrowed Securities described in the
Report, and the Escrow Agent shall, upon the receipt thereof, acknowledge such receipt to the
Issuer in writing,.
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ARTICLE I
CREATION AND OPERATION OF ESCROW F

Section 3.01. Escrow Fund. The Escrow Agent has created on its books a special trust
fund and irrevocable escrow to be known as the Board of Regents of The University of Texas
System Revenue Financing System Refunding Bonds, Series 1991A and Series 1991B Escrow
Fund (the "Escrow Fund"). The Escrow Agent hereby agrees that upon receipt thereof it will
irrevocably deposit to the credit of the Escrow Fund the funds and the Escrowed Securities
described in the Report. Such deposit, all proceeds therefrom, and all cash balances from time to
time on deposit therein (a) shall be the property of the Escrow Fund, (b) shall be applied only in
strict conformity with the terms and conditions of this Agreement, and (c) are hereby irrevocably
pledged to the payment of the principal of and interest on the Refunded Obligations, which
payment shall be made by timely transfers of such amounts at such times as are provided for in
Section 3.02 hereof. When the final transfers have been made for the payment of such principal
of and interest on the Refunded Obligations, any balance then remaining in the Escrow Fund
shall be transferred to the Issuer, and the Escrow Agent shall thereupon be discharged from any
further duties hereunder. .

Section 3.02. Payment of Principa} and Interest. The Escrow Agent is hereby irrevocably
instructed to transfer from the cash balances from time to time on deposit in the Escrow Fund,
the amounts required to pay the principal of the Refunded Obligations at their respective
maturity dates and interest thereon to such maturity dates in the amounts and at the times shown
in the Report.

Section 3.03. Sufficiency of Escrow Fund. The Issuer represents that the successive
receipts of the principal of and interest on the Escrowed Securities will assure that the cash
balance on deposit from time to time in the Escrow Fund will be at all times sufficient to provide
moneys for transfer to the Paying Agent at the times and in the amounts required to pay the
interest on the Refunded Obligations as such interest comes due and the principal of the
Refunded Obligations as the Refunded Obligations mature, all as more fuily set forth in the
Report. If, for any reason, at any time, the cash balances on deposit or scheduled to be on
deposit in the Escrow Fund shall be insufficient to transfer the amounts required by each place of
payment {paying agent) for the Refunded Obligations to make the payments set forth in Section
3.02 hereof, the Issuer shall timely deposit in the Escrow Fund, from any funds that are lawfully
available therefor, additional funds in the amounts required to make such payments. Notice of
any such insufficiency shall be given as promptly as practicable as hereinafier provided, but the
Escrow Agent shall not in any manner be responsible for any insufficiency of funds in the
Escrow Fund or the Issuer's failure to make additional deposits thereto.

Section 3.04. Trust Fund. The Escrow Agent shall hold at all times the Escrow Fund, the
Escrowed Securities and all other assets of the Escrow Fund, wholly segregated from all other
funds and securities on deposit with the Escrow Agent; it shall never allow the Escrowed
Securities or any other assets of the Escrow Fund to be commingled with any other funds or
securities of the Escrow Agent; and it shall hold and dispose of the assets of the Escrow Fund
only as set forth herein. The Escrowed Securities and other assets of the Escrow Fund shall
always be maintained by the Escrow Agent as trust funds for the benefit of the owners of the
Refunded Obligations; and a special account thereof shall at all times be maintained on the books
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of the Escrow Agent. The owners of the Refunded Obligations shall be entitled to the same
preferred claim and first lien upon the Escrowed Securities, the proceeds thereof, and all other
assets of the Escrow Fund to which they are entitled as owners of the Refunded Obligations. The
amounts received by the Escrow Agent under this Agreement shall not be considered as a
banking deposit by the Issuer, and the Escrow Agent shall have no right to title with respect
thereto except as a constructive trustee and Escrow Agent under the terms of this Agreement.
The amounts received by the Escrow Agent under this Agreement shall not be subject to
warrants, drafts or checks drawn by the Issuer or, except to the extent expressly herein provided,
by the Paying Agent.

Section 3.05. Security for Cash Balances. Cash balances from time to time on deposit in
the Escrow Fund shall, to the extent not insured by the Federal Deposit Insurance Corporation or

its successor, be continuously secured by a pledge of direct obligations of, or obligations
unconditionally guaranteed by, the United States of America, having a market value at least
equal to such cash balances.

ARTICLE IV

LIMITATION ON INVESTMENTS

Section 4.01. Except as provided in Sections 3.02, 4.02, 4.03 and 4.04 hereof, the
Escrow Agent shall not have any power or duty to invest or reinvest any money held hereunder,
or to make substitutions of the Escrowed Securities, or to sell, transfer or otherwise dispose of
the Escrowed Securities.

Section 4.02. Reinvestment of Certain Cash Balances in Escrow by Escrow Agent. In

addition to the Escrowed Securities listed in the Report, the Escrow Agent shall reinvest cash
balances shown in the Report in United States Treasury Obligations - State and Local
Government Series with an interest rate equal to zero percent(0%) to the extent such Obligations
are available from the Department of the Treasury. All such re-investments shall be made only
from the portion of cash balances derived from the maturing principal of and interest on
Escrowed Securities that are United States Treasury Certificates of Indebtedness, Notes or Bonds
- State and Local Government Series. All such re-investments shall be acquired on and shall
mature on the dates shown on the Report.

Section 4.03. Substitutions and Reinvestments. At the discretion of the Issuer, the
Escrow Agent shall reinvest cash balances representing receipts from the Escrowed Securities,
make substitutions of the Escrowed Securities or redeem the Escrowed Securities and reinvest
the proceeds thereof or hold such proceeds as cash, together with other moneys or securities held
in the Escrow Fund provided that the Issuer delivers to the Escrow Agent the following:

(1) an opinion by an independent certified public accountant that after such
substitution or reinvestment the principal amount of the securities in the Escrow Fund
(which shall be noncallable, not pre-payable direct obligations of the United States of
America), together with the interest thereon and other available moneys, will be sufficient
to pay, without further investment or reinvestment, as the same become due in
accordance with the Report, the principal of, interest on and premium, if any, on the
Refunded Obligations which have not previously been paid, and
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(2) an unqualified opinion of nationally recognized municipal bond counsel to the
effect that (a) such substitution or reinvestment will not cause the Refunded Obligations
to be "arbitrage bonds" within the meaning of Section 103 of the Code or the regulations
thereunder in effect on the date of such substitution or reinvestment, or otherwise make
the interest on the Refunded Obligations subject to federal income taxation, and (b) such
substitution or reinvestment complies with the Constitution and laws of the State of
Texas and with all relevant documents relating to the issuance of the Refunded
Obligations.

The Escrow Agent shall have no responsibility or liability for loss or otherwise with
respect to investments made at the direction of the Issuer.

Section 4.04. Substitution for Escrowed Securities. Concurrently with the initial deposit
by the Issuer with the Escrow Agent, but not thereafter, the Issuer, at its option, may substitute
cash or non-interest bearing direct noncallable and not pre-payable obligations of the United
States Treasury (i.e., Treasury obligations which mature and are payable in a stated amount on
the maturity date thereof, and for which there are no payments other than the payment made on
the maturity date) (the "Substitute Obligations") for non-interest bearing Escrowed Securities, if
any, but only if such Substitute Obligations

(2) are in an amount, and/or mature in an amount, which is equal to or greater than
the amount payable on the maturity date of the obligation listed in the Report for
which such Substitute Obligation is substituted,

®) mature on or before the maturity date of the obligation listed in the Report for
which such Substitute Obligation is substituted, and

(c) produce the amount necessary to pay the interest o.n and principal of the Refunded
Obligations, as set forth in the Report, as verified by a certified public accountant
or a firm of certified public accountants.

If, concurrently with the initial deposit by the Issuer with the Escrow Agent, any such Substitute
Obligations are so substituted for any Escrowed Securities, the Issuer may, at any time thereafier,
substitute for such Substitute Obligations the same Escrowed Securittes for which such
Substitute Obligations originally were substituted.

Section 4.05. Arbitrage. The Issuer hereby covenants and agrees that it shall never
request the Escrow Agent to exercise any power hereunder or permit any part of the money in
the Escrow Fund or proceeds from the sale of Escrowed Securities to be used directly or
indirectly to acquire any securities or obligations if the exercise of such power or the acquisition
of such securities or obligations would cause any Refunding Obligations or Refunded
Obligations to be an "arbitrage bond" within the meaning of the Code.
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ARTICLE V
APPLICATION OF CASH BALANCES
Section 5.01. In General. Except as provided in Sections 3.02, 4.02, 4.03 and 4.04

hereof, no withdrawals, transfers, or reinvestment shall be made of cash balances in the Escrow
Fund.

ARTICLE VI

RECORDS AND REPORTS

Section 6.01. Records. The Escrow Agent will keep books of record and account in
which complete and correct entries shall be made of all transactions relating to the receipts, -
disbursements, allocations and application of the money and Escrowed Securities deposited to
the Escrow Fund and all proceeds thereof, and such books shall be available for inspection at
reasonable hours and under reasonable conditions by the Issuer and the owners of the Refunded
Obligations.

Section 6.02. Reports. While this Agreement remains in effect, the Escrow Agent
annually shall prepare and send to the Issuer a written report summarizing all transactions
relating to the Escrow Fund during the preceding year, including, without limitation, credits to
the Escrow Fund as a result of interest payments on or maturities of the Escrowed Securities and
transfers from the Escrow Fund for payments on the Refunded Obligations or otherwise, together
with a detailed statement of all Escrowed Secunities and the cash balance on deposit in the
Escrow Fund as of the end of such period.

ARTICLE VII
CON THE PAYING AGENTS AND ROW AGENT

Section 7.01. Representations. The Escrow Agent hereby represents that it has all
necessary power and authority to enter into this Agreement and undertake the obligations and
responsibilities imposed upon it herein, and that it will carry out all of its obligations hereunder.

Section 7.02. Limitation on Liability. The liability of the Escrow Agent to transfer funds
for the payment of the principal of and interest on the Refunded Obligations shall be limited to
the proceeds of the Escrowed Securities and the cash balances from time to time on deposit in
the Escrow Fund. Notwithstanding any provision contained herein to the contrary, neither the
Escrow Agent nor the Paying Agent shall have any liability whatsoever for the insufficiency of
funds from time to time in the Escrow Fund or any failure of the obligors of the Escrowed
Securities to make timely payment thereon, except for the obligation to notify the Issuer as
promptly as practicable of any such occurrence.

The recitals herein and in the proceedings authorizing the Refunding Obligations shall be
taken as the statements of the Issuer and shall not be considered as made by, or imposing any
obligation or liability upon, the Escrow Agent. The Escrow Agent is not a party to the
proceedings authorizing the Refunding Obligations or the Refunded Obligations and is not
responsible for nor bound by any of the provisions thereof (except as a place of payment and
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. paying agent and/or a Paying Agent/Registrar therefor). In its capacity as Escrow Agent, it is
agreed that the Escrow Agent need ook only to the terms and provisions of this Agreement.

The Escrow Agent makes no representations as to the value, conditions or sufficiency of
the Escrow Fund, or any part thereof, or as to the title of the Issuer thereto, or as to the security
afforded thereby or hereby, and the Escrow Agent shall not incur any liability or responsibility in
_ 1espect to any of such matters.

It is the intention of the parties hereto that the Escrow Agent shall never be required to
use or advance its own funds or otherwise incur personal financial liability in the performance of
any of its duties or the exercise of any of its rights and powers hereunder.

The Escrow Agent shall not be liable for any action taken or neglected to be taken by it in
good faith in any exercise of reasonable care and believed by it to be within the discretion or
power conferred upon it by this Agreement, nor shall the Escrow Agent be responsible for the
consequences of any error of judgment; and the Escrow Agent shall not be answerable except for
its own action, neglect or default, nor for any loss unless the same shall have been through its
negligence or willful misconduct.

Unless it is specifically otherwise provided herein, the Escrow Agent has no duty to
determine or inquire into the happening or occurrence of any event or contingency or the
performance or failure of performance of the Issuer with respect to arrangements or contracts
with others, with the Escrow Agent's sole duty hereunder being to safeguard the Escrow Fund, to
dispose of and deliver the same in accordance with this Agreement. If, however, the Escrow
Agent is called upon by the terms of this Agreement to determine the occurrence of any event or
contingency, the Escrow Agent shall be obligated, in making such determination, only to
exercise reasonable care and diligence, and in event of error in making such determination the
Escrow Agent shall be liable only for its own willful misconduct or its negligence. In
determining the occurrence of any such event or contingency the Escrow Agent may request
from the Issuer or any other person such reasonable additional evidence as the Escrow Agent in
its discretion may deem necessary to determine any fact relating to the occurrence of such event
or contingency, and in this connection may make inquiries of, and consult with, among others,
the Issuer at any time.

Section 7.03. Compensation. (a)} Concurrently with the sale and delivery of the
Refunding Obligations, the Issuer shall pay to the Escrow Agent, as a fee for performing the
services hereunder and for all expenses incurred or to be incurred by the Escrow Agent in the
administration of this Agreement, the sum of § , the sufficiency of which is hereby
acknowledged by the Escrow Agent. In the event that the Escrow Agent is requested to perform
any extraordinary services hereunder, the Issuer hereby agrees to pay reasonable fees to the
Escrow Agent for such extraordinary services and to reimburse the Escrow Agent for all
expenses incurred by the Escrow Agent in performing such extraordinary services, and the
Escrow Agent hereby agrees to look only to the Issuer for the payment of such fees and
reimbursement of such expenses. The Escrow Agent hereby agrees that in no event shall it ever
assert any claim or lien against the Escrow Fund for any fees for its services, whether regular or
extraordinary, as Escrow Agent, or in any other capacity, or for reimbursement for any of its
expenses.
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(b) The Paying Agent is the place of payment (paying agent) for the Refunded
Obligations. Concurrently with the sale and delivery of the Refunding Obligations the Issuer
shall pay to the Paying Agent the sum of 3 , the sufficiency of which is hereby
acknowledged by the Paying Agent, for all furure paying agency services of the Paying Agent
and the places of payment (paying agents) for the Refunded Obligations; and the Paying Agent
warrants that such sum is sufficient for such purpose.

(c) Upon receipt of the aforesaid specific sums stated in subsections (2) and (b) of this
Section 7.03 for Escrow Agent and paying agency fees, expenses, and services, the Escrow
Agent shall acknowledge such receipt to the Issuer in writing.

Section 7.04. Successor Escrow Agents. If at any time the Escrow Agent or its legal
successor or successors should become unable, through operation or law or otherwise, to act as
escrow agent hereunder, or if its property and affairs shall be taken under the control of any state
or federal court or administrative body because of insolvency or bankruptcy or for any other
reason, a vacancy shall forthwith exist in the office of Escrow Agent hereunder. In such event
the Issuer, by appropriate action, promptly shall appoint an Escrow Agent to fill such vacancy.
If no successor Escrow Agent shall have been appointed by the Issuer within 60 days, a
successor may be appointed by the owners of a majority in principal amount of the Refunded
Obligations then outstanding by an instrument or instruments in writing filed with the Issuer,
signed by such owners or by their duly authorized attomeys-in-fact. If, in a proper case, no
appointment of a successor Escrow Agent shall be made pursuant to the foregoing provisions of
this section within three months after a vacancy shall have occurred, the owner of any Refunded
Obligation may apply to any court of competent jurisdiction to appoint a successor Escrow
Agent. Such court may thereupon, after such notice, if any, as it may deem proper, prescribe and
appoint a successor Escrow Agent.

Any successor Escrow Agent shall be a corporation organized and doing business under
the laws of the United States or the State of Texas, authorized under such laws to exercise
corporate trust powers, authorized under Texas law to act as an escrow agent, having its principal
office and place of business in the State of Texas, having a combined capital and surplus of at
least $5,000,000 and subject to the supervision or examination by Federal or State authority.

Any successor Escrow Agent shall execute, acknowledge and deliver to the Issuer and the
Escrow Agent an instrument accepting such appointment hereunder, and the Escrow Agent shall
execute and deliver an instrument transferring to such successor Escrow Agent, subject to the
terms of this Agreement, all the rights, powers and trusts of the Escrow Agent hereunder. Upon
the request of any such successor Escrow Agent, the Issuer shall execute any and all instruments
in writing for more fully and certainly vesting in and confirming to such successor Escrow Agent
all such rights, powers and duties.

The Escrow Agent at the time acting hereunder may at any time resign and be discharged
from the trust hereby created by giving not less than sixty (60) days' written notice to the Issuer
and publishing notice thereof, specifying the date when such resignation will take effect, in a
newspaper printed in the English language and with general circulation in New York, New York,
such publication to be made once at least three (3) weeks prior to the date when the resignation is
to take effect. No such resignation shall take effect unless a successor Escrow Agent shali have
been appointed by the owners of the Refunded Obligations or by the Issuer as herein provided
and such successor Escrow Agent shall be a paying agent for the Refunded Obligations and shall
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have accepted such appointment, in which event such resignation shall take effect immediately
upon the appointment and acceptance of a successor Escrow Agent.

Under any circumstances, the Escrow Agent shall pay over to its successor Escrow Agent
proportional parts of the Escrow Agent's fee and, if applicable, its Paying Agent's fee hereunder.

ARTICLE VIl

MISCELTLANEOUS

Section 8.01. Notice. Any notice, authorization, request, or demand required or
permitted to be given hereunder shall be in writing and shall be deemed to have been duly given
when mailed by registered or certified mail, postage prepaid addressed to the Issuer or the
Escrow Agent at the address shown on Exhibit "A" attached hereto. The United States Post
Office registered or certified mail receipt showing delivery of the aforesaid shall be conclusive
evidence of the date and fact of delivery. Any party hereto may change the address to which
notices are to be delivered by giving to the other parties not less than ten (10) days prior notice
thereof. Prior written notice of any amendment to this Agreement contemplated pursuant to
Section 8.08 and immediate written notice of any incidence of a severance pursuant to Section
8.04 shall be sent to Moody's Investors Service, Atm: Public Finance Rating Desk/Refunded
Bonds, 99 Church Street, New York, New York 10007 and Standard & Poor's Corporation, Atin:
Municipal Bond Departinent, 25 Broadway, New York, New York 10004.

Section 8.02. Termjnation of Responsibilities. Upon the taking of all the actions as
described herein by the Escrow Agent, the Escrow Agent shall have no further obligations or
responsibilities hereunder to the Issuer, the owners of the Refunded Obligations or to any other
person or persons in connection with this Agreement.

Section 8.03. Binding Agreement. This Agreement shall be binding upon the Issuer and
the Escrow Agent and their respective successors and legal representatives, and shall inure solely
to the benefit of the owners of the Refunded Obligations, the Issuer, the Escrow Agent and their
respective successors and legal representatives,

Section 8.04. Severability. In case any one or more of the provisions contained in this
Agreement shall for any reason be held to be invalid, illegal or unenforceable in any respect,
such invalidity, illegality or unenforceability shall not affect any other provisions of this
Agreement, but this Agreement shall be construed as if such invalid or illegal or unenforceable
provision had never been contained herein.

Section 8.05. Texas Law Governs. This Agreement shall be governed exclusively by
the provisions hereof and by the applicabie laws of the State of Texas.

Section 8.06. Time of the Essence. Time shall be of the essence in the performance of
obligations from time to time imposed upon the Escrow Agent by this Agreement.

Section 8.07. Effective date of Agreement. This Agreement shall be effective upon
receipt by the Escrow Agent of the funds described in the Report and the Escrowed Securities,
together with the specific sums stated in subsections (a) and (b) of Section 7.03 for Escrow
Agent and paying agency fees, expenses, and services.
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Section 8.08. Amendments. This Agreement shall not be amended except to cure any
ambiguity or formal defect or omission in this Agreement. No amendment shall be effective
unless the same shall be in writing and signed by the parties thereto. No such amendment shall
adversely affect the rights of the holders of the Refunded Obligations.

11
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EXECUTED as of the date first written above.
The Board of Regents of The University of Texas System

By

U.T. System Representative

ATTEST:

Executive Secretary to the Board of Regents

Chase Bank of Texas, N.A.

By
Title:

ATTEST:

Title:
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INDEX TO EXHIBITS

Exhibit "A"  Addresses of the Issuer and the Escrow Agent

Exhibit "B"  Venfication Report of
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EXHIBIT "A"

ADDRESSES OF THE ISSUER AND THE
ESCROW AGENT

Attention:

ESCROW AGENT

Attention:
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EXHIBIT "B"

Verification Report
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Swap Agreement
for
Goldman Sachs Mitsui Marine
Derivative Products, L.P.
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MASTER AGREEMENT
dated as of February [__], 1999

GOLDMAN SACHS MITSUI MARINE DERIVATIVE PRODUCTS, L.P., a
limited partnership organized under the law of the State of Delaware ("GSMMDP") and the
Board of Regents of The University of Texas System, the duly appointed governing body of
The University of Texas System, a governmental agency of the State of Texas
("Counterparty") have entered and/or anticipate entering intc one or more transactions (each a
"Transaction”) that are or will be governed by this Master Agreement and the documents and
other confirming evidence (each a "Confirmation") exchanged between the parties confirming
those Transactions.

Accordingly, the parties agree as follows:
1. Interpretation

(a) Definitions. The terms defined in Section 12 will have the meanings therein
specified for the purpose of this Master Agreement.

(b)  Inconsistency. In the event of any inconsistency between the provisions of any
Confirmation and this Master Agreement, such Confirmation will prevail for the purpose of the
relevant Transaction.

() Single Agreement.  All Transactions are entered into in reliance on the fact
that this Master Agreement and all Confirmations form a single agreement between the parties
(collectively referred to as this "Agreement”), and the parties would not otherwise enter into
any Transactions.

2. Obligations
(a) General Conditions.

(i) Each party will make each payment specified in each Confirmation to be
made by it, subject to the other provisions of this Agreement.

(A) If a party is designated in a Confirmation as a Fixed Rate Payer in
respect of the related Transaction, then, subject to the terms and provisions of this
Agreement, the Fixed Amount payable by such party on a Payment Date will be:

GSMMDP
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(D if an amount is specified for the Transaction as the Fixed Amount
payable by that party for that Payment Date or for the related Calculation
Period, such amount; or

(2) if an amount is not specified for the Transaction as the Fixed
Amount payable by that party for that Payment Date or for the related
Calculation Period, an amount calculated on a formula basis for that Payment
Date or for the related Calculation Period as follows:

Fixed Rate
Fixed Notional Fixed Day Count
Amount = Amount X Rate X Fraction

(B) If a party is designated in a Confirmation as a Floating Rate Payer in
respect of a Transaction, then, subject to the terms and provisions of this Agreement,
the Floating Amount payable by such party on a Payment Date will be an amount
calculated on a formula basis for that Payment Date or for the related Calculation
Period as follows:

Floating Rate
Floating Notional Floating Day Count
Amount = Amount X Rate X Fraction

(i)  Payments under this Agreement will be made on the due date for value
on that date in the place of the account specified in the relevant Confirmation or otherwise
pursuant to this Agreement, in freely transferable funds and in the manner customary for
payments in the required currency.

(iii)  Each obligation of each party under Section 2(a)(i) is subject to (1) the
condition precedent that no Event of Default, Potential Event of Default or Incipient Illegality
with respect to the other party has occurred and is continuing, (2) the condition precedent that
no Early Termination Date in respect of the relevant Transaction has occurred or been
cffectively designated and (3) each other applicable condition precedent specified in this
Agreement.

(b) Change of Account. Either party may change its account for receiving a
payment by giving notice to the other party at least five Local Business Days prior to the
scheduled date for the payment to which such change applies uniess such other party gives
timely notice of a reasonable objection to such change.

(©) Netting. If on any date amounts would otherwise be payable in the same
currency by each party to the other, then, on such date, each party's obligation to make
payment of any such amount will be automatically satisfied and discharged and, if the
aggregate amount that would otherwise have been payable by one party exceeds the aggregate
amount that would otherwise have been payable by the other party, replaced by an obligation
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upon the party by whom the larger aggregate amount would have been payable to pay to the
other party the excess of the larger aggregate amount over the smaller aggregate amount.

(d) Default Interest; Other Amounts. Prior to the occurrence or effective
designation of an Early Termination Date in respect of the relevant Transaction, a party that
defaults in the performance of any payment obligation will, to the extent permitted by law and
subject to Section 6(c), be required to pay interest (before as well as after judgment) on the
overdue amount to the other party on demand in the same currency as such overdue amount,
for the period from (and including) the original due date for payment to (but excluding) the
date of actual payment, at the Default Rate. Such interest will be calculated on the basis of
daily compounding and the actual number of days elapsed.

3. Representations

Each party represents to the other party (which representations will be deemed to be
repeated by each party on each date on which a Transaction is entered into) that:

(a) Basic Representations.

(i) Status. It is duly organized and validly existing under the laws of the
jurisdiction of its orgamization or incorporation and, if relevant under such laws, in good
standing, and in the case of Counterparty, it is the duly appointed governing body of the
University System, a governmental agency of the State of Texas;

(ii)  Powers. It has the power (in the case of Counterparty, pursuant to the
Authorizing Law) to execute this Agreement and any other documentation relating to this
Agreement to which it is a party, to deliver this Agreement and any other documentation
relating to this Agreement that 1t is required by this Agreement to deliver and to perform its
obligations under this Agreement and any obligations it has under any Credit Support
Document to which it is a party and has taken all necessary action and has made all necessary
determinations and findings to authorize such execution, delivery and performance, the
individual(s) executing and delivering this Agreement and any other documentation (including
any Credit Support Document) relating to this Agreement to which it is a party or that it is
required to deliver are duly empowered and authorized to do so, and it has duly executed and
delivered this Agreement and any Credit Support Document to which it is a party;

(1if)  No Violation or Conflict. Such execution, delivery and performance do
not violate or conflict with any law applicable to it, any provision of its constitutional
documents, any order or judgment of any court or other agency of government applicable to it
or any of its assets or any contractual restriction binding on or affecting it or any of its assets;

(iv)  Consents. All governmental and other consents that are required to have
been obtained by it with respect to this Agreement or any Credit Support Document to which it
is a party have been obtained and are in full force and effect and all conditions of any such
consents have been complied with; and
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(v} Obligations Binding. 1Its obligations under this Agreement and any
Credit Support Document to which it is a party constitute its legal, valid and binding
obligations, enforceable in accordance with their respective terms (subject to applicable
bankruptcy, reorganization, insolvency, moratorium or similar laws affecting creditors' rights
generally and subject, as to enforceability, to equitable principles of genmeral application
(regardiess of whether enforcement is sought in a proceeding in equity or at law)).

(b) Absence of Certain Events. No Event of Default or Potential Event of Default
or, to its knowledge, Termination Event or Incipient Illegality with respect to it has occurred
and is continuing and no such event or circumstance would occur as a result of its entering into
or performing its obligations under this Agreement or any Credit Support Document to which
it is a party.

©) Absence of Litigation. There is not pending or, to its knowledge, threatened
against it or against any Credit Support Provider of the party or any entity designated as a
Specified Entity of the party for purposes of Section 5(a)(vii), any action, suit or proceeding at
law or in equity or before any court, tribunal, governmental body, agency or official or any
arbitrator that is likely to affect the legality, validity or enforceability against it of this
Agreement or any Credit Support Document to which it is a party or its ability to perform its
obligations under this Agreement or such Credit Support Document.

(d)  Accuracy of Specified Information. All applicable information that is furnished
in writing by or on behalf of it to the other party and is identified for the purpose of this
Section 3(d) in Section 4(a) is, as of the date of the information, true, accurate and complete in
every material respect or, in the case of audited or unaudited financial statements or balance
sheets, a fair presentation of the financial condition of the relevant person.

(e) No Reliance. In connection with the negotiation of, the entering into, and the
confirming of the execution of, this Agreement, any Credit Support Document to which it is a
party, and each Transaction: (i) it has consulted with its own legal, regulatory, tax, business,
investment, financial, and accounting advisors to the extent it has deemed necessary, and it has
made its own invesument, hedging, and trading decisions based upon its own judgment and
upon any advice from such advisors as it has deemed necessary and not upon any view
expressed by the other party (other than the representations of such other party expressly set
forth in this Agreement and the legal opinions delivered on behalf of such other party pursuant
to this Agreement); (ii) it has determined that the rates, prices, or amounts and other terms of
each Transaction and the indicative quotations (if any) provided by the other party reflect those
in the relevant market for similar transactions, and all trading decisions have been the result of
arm's length negotiations between the parties; and (iii) it is entering into this' Agreement, such
Credit Support Document, and such Transaction with a full understanding of all of the risks
hereof and thereof (economic and otherwise), and it is capable of assuming and willing to
assume (financially and otherwise) those risks.

) Standardization, Creditworthiness, and Transferability. The economic terms of
this Agreement, any Credit Support Document to which it is a party, and each Transaction
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have been individually tailored and negotiated by it; it has received and reviewed financial
information concerning the other party and has had a reasonable opportunity to ask questions
of and receive answers and information from the other party concerning such other party, this
Agreement, such Credit Support Document, and such Transaction; the creditworthiness of the
other party was a material consideration in its entering into or determining the terms of this
Agreement, such Credit Support Document, and such Transaction; and transferability of this
Agreement, such Credit Support Document, and such Transaction is restricted as provided
herein and therein.

(g) No Agency. 1t is entering into this Agreement and each Transaction as principal
(and not as agent or in any other capacity, fiduciary or otherwise).

(h)  Eligible Swap Participant. 1t is an "eligible swap participant” as defined in the
Part 35 Regulations of the U.S. Commodity Futures Trading Commission.

(i) Financial Institution. In the case of GSMMDP, it is a "financial institution" as
defined in the FDIC Improvement Act of 1991 and Regulation EE promulgated thereunder by
the U.S Federal Reserve Board.

()] Termination Payments. Each party acknowledges that, in the event an Early
Termination Date is designated or deemed to occur due to an Event of Default and it is the
Defaulting Party, it will not receive any payments upon early termination in respect of the
Settlement Amount. [Subject to Execution of Acknowledgment Certificate]

(k)  Additional Representations of Counterparty. Counterparty hereby further
represents to GSMMDP (which representations will be deemed to be repeated by Counterparty
at all times until the termination of this Agreement) that:

(i) Non-Speculation. This Agreement has been, and each Transaction has
been and will be entered into not for purpose of speculation but solely in connection with the
financing activities of Counterparty or converting interest on all or a portion of certain of
Counterparty's debt from a fixed rate to a floating rate, or from a floating rate to a fixed rate,
and therefore reducing the cost of borrowing on its outstanding debt by optimizing the relative
amounts of fixed and floating rate obligations or the risk of variations in its debt service costs,
and by increasing the predictability of cash flow, including earnings on invested funds, and
thereby improving Counterparty's ability to manage its funds and revenues.

(ii) Legal Investment. This Agreement and each Transaction hereunder do
not constitute any kind of investment by Counterparty that is proscribed by any constitution,
charter, law, rule, regulation, government code, constituent or governing instrument,
resolution, guideline, ordinance, order, writ, judgment, decree, charge, or ruling to which
Counterparty (or any of its officials in their respective capacities as such) or its property is
subject.
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(i)  Assets of Counterparty. No person, firm, corporation, entity or
association other than Counterparty may liquidate, borrow, encumber or otherwise utilize the
assets (including without limitation the assets identified in Section 4(f)) of Counterparty, other
than as provided in the Master Resolution. Counterparty has taken all steps necessary or
advisable to create and perfect the pledge and security interest in the assets identified in Section
4(f), and such pledge and security interest have been validly created and perfected.

(iv)  Organization. Counterparty is the governing body of the University
System, a governmental agency of the State of Texas.

(v) Official Statements. No official statement or similar disclosure document
delivered to GSMMDP contains, as of the date of such delivery, any untrue statement of a
material fact or omits to state a material fact necessary to make the statements therein, in light
of the circumstances under which they were made, not misleading.

(vi)  Valid Purpose. The execution and delivery by Counterparty of this
Agreement, each Confirmation and any other documentation relating hereto, and the
performance by Counterparty of its obligations hereunder and thereunder, are in furtherance,
and not in violation, of the public purposes for which Counterparty is organized pursuant to the
laws of the state in which Counterparty is organized.

(vii)) Nature of Obligations. The obligations of Counterparty to make
~ payments to GSMMDP under this Agreement and each Transaction (a) are not subject to
appropriation or similar action and (b) do not (1) constitute any kind of indebtedness of
Counterparty or (2) create any kind of lien on or security interest in any property or revenues
of Counterparty which, in either case (1) or (2), is proscribed by any constitution, charter,
law, rule, regulation, government code, constituent or governing instrument, resolution,
guideline, ordinance, order, writ, judgment, decree, charge, or ruling to which Counterparty
(or any of its officials in their respective capacities as such) or its property is subject.

4, Agreements

Each party (and, in the case of Sections 4(d), (¢) and (f), Counterparty) agrees with the other
party that, so long as either party has or may have any obligation under this Agreement or
under any Credit Support Document to which it is a party:

(a) Furnish Specified Information. It will deliver to the other party any forms,
"documents or certificates specified below or in any Confirmation by the date specified below
or in such Confirmation or, if none is specified, as soon as r_casonably practicable.

For the purpose of this Section 4(a), each party agrees to clehver the following
documents, as applicable:
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Party required Covered by
to deliver Form/Document/ Date by which Section 3(d)
document Certificate to be delivered Representation
GSMMDP Power of Attorney with At execution of this Yes
respect to GSMMDP Agreement
GSMMDP Support Agreement At execution of this No
dated as of October 8, Agreement
1993 among GSMMDP,
Mitsvi Marine and Fire
Insurance Co., Ltd., and
The Goldman Sachs
Group, L.P. (the
“Support Agreement”)
GSMMDP Legal opinion with At execution of this
tespect to GSMMDP Agreement
GSMMDP Audited Annual Balance After demand by
Sheet of GSMMDP Counterparty when
copies are publicly
available
GSMMDP Unaudited Semiannual After demand by
Balance Sheet of Counterparty when
GSMMDP copies are publicly
available
Counterparty Legal opinion with At execution of this No
respect to Counterparty Agreement
Counterparty Certified incumbency At execution of this Yes
certificate or other Agreement
evidence of authority
and specimen signatures
with respect to
Counterparty and its
signatories
Counterparty Certified copies of: (1) At execution of this Yes

Master Resolution; (2)
Eighth Supplemental
Resolution; and (3)
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Section 6(e){1) hereto

Party required Covered by
to deliver Form/Document/ Date by which Section 3(d)
document Certificate to be delivered Representation
amendments to any of promptly following
the foregoing. the time each such
amendment is made
Counterparty Annual Report of After demand by Yes
Counterparty containing GSMMDP when
Consolidated Financial copies are publicly
Statements for each year available
Counterparty Unaudited Semiannual After demand by
. Report of Counterparty GSMMDP when
containing Consolidated copies are publicly
Financial Statement for available
each year
- Counterparty Covered Document Upon execution of Yes
the Confirmation for
the relevant Bond
Transaction
Counterparty The official statement or Upon execution of Yes
similar disclosure the Confirmation for
document or other the relevant Bond
information provided in Transaction and,
connection with the otherwise as soon as
issuance of any bonds, practicable but in any
notes or other . event not later than
indebtedness by or on thirty (30) days after
behalf of Counterparty initial delivery or
' publication thereof
Counterparty Acknowledgment At execution of this
Certificate regarding Agreement and

(b) Maintain Authorizations. It will use all reasonable efforts to maintain in full
force and effect all consents of any governmental or other authority that are required to be
obtained by it with respect to this Agreement or any Credit Support Document to which it is a
party and will use all reasonable efforts to obtain any that may become necessary in the future.
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(c) Comply with Laws. It will comply in all material respects with all applicable
laws and orders to which it may be subject if failure so to comply would materially impair its
ability to perform its obligations under this Agreement or any Credit Support Document to
which it is a party.

(d) Compliance with Covered Document. Counterparty will observe, perform and
fulfill each covenant, term, and provision in the Covered Document applicable to Counterparty
in effect on the date specified in the Confirmation for the related Transaction, as any of those
covenants, terms, and provisions may be amended, supplemented or modified for the purposes
of this Agreement with the prior written consent of the other party hereto (the "Incorporated
Provisions"), with the effect, among other things, and without limiting the generality of the
foregoing, that such other party hereto will have the benefit of each of the Incorporated
Provisions (including without limitation, covenants, right to consent to certain actions subject
to consent under the Covered Document and delivery of financial statements and other notices
and information). In the event the Covered Document ceases to be in effect for any reason,
including, without limitation, defeasance of the Bonds issued in connection with such Covered
Document, prior to the termination of this Agreement, the Incorporated Provisions (other than
those provisions requiring payments in respect of bonds, notes, warrants or other similar
instruments issued in connection with the Covered Document) will remain in full force and
effect for purposes of this Agreement as though set forth herein until such date on which all of
the obligations of Counterparty under this Agreement have been fully satisfied. The
Incorporated Provisions are hereby incorporated by reference and made a part of this
Agreement to the same extent as if such provisions were set forth herein. For purposes of this
Agreement, the Incorporated Provisions shall be construed as though (i) all references therein
to any party making loans, extensions of credit or financial accommodations thereunder or
commitments therefor (the "Financings") were to the other party hereto and (ii) to the extent
that such Incorporated Provisions are conditioned on or related to the existence of such
Financings or Counterparty having any obligations in connection therewith, all references to
such Financings or obligations were to the obligations of Counterparty under this Agreement.
Any amendment, supplement, modification or waiver of any of the Incorporated Provisions
without the prior written consent of GSMMDP shall have no force and effect with respect to
this Agreement. Any amendment, supplement or modification for which such consent is
obtained shall be part of the Incorporated Provisions for purposes of this Agreement.

(e) Notice of Incipient lllegality. If an Incipient Illegality occurs, Counterparty
will, promptly upon becoming aware of it, notify the other party, specifying the nature of that
Incipient Illegality and will also give such other information about that Incipient Illegality as
the other party may reasonably require.

) Source of Payments. Counterparty agrees that its obligations hereunder are, and
unti] the termination of this Agreement pursuant to the terms hereof shall remain special
obligations of Counterparty secured by and payable from a first lien on and pledge of Pledged
Revenues. :
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5. Events of Default and Termination Events

(a) Events of Default. The occurrence at any time with respect to a party or, if
applicable, any Credit Support Provider of such party or any Specified Entity of such party of
any of the following events constitutes an event of default (an "Event of Default™) with respect

to such party:

(1) Failure to Pay. Failure by the party to make, when due, any payment
under this Agreement required to be made by it if such failure is not remedied on or before the
third Local Business Day after notice of such failure is given to the party;

(ii)  Breach of Agreement. (A) Failure by the party to comply with or
perform any agreement or obligation {(other than an obligation to make any payment under this
Agreement, to give notice of a Termination Event or to deliver documents under Section 4(a)
at execution of this Agreement or a Confirmation) to be complied with or performed by the
party in accordance with this Agreement if such failure is not remedied on or before the
thirtieth day after notice of such failure is given to the party and (B) failure by the party to
comply with or perform any agreement or obligation under Section 4(a) to deliver documents
at execution of this Agreement or a Confirmation;

(iii)  Credit Support Default.

(1)  Failure by the party or any Credit Support Provider of such party
to comply with or perform any agreement or obligation to be complied with or performed by it
in accordance with any Credit Support Document if such failure is continuing after any
applicable grace period has elapsed;

{2) the expiration or termination of such Credit Support Document or
the failing or ceasing of such Credit Support Document to be in full force and effect for the
purpose of this Agreement (in either case other than in accordance with its terms) prior to the
satisfaction of all obligations of such party under each Transaction to which such Credit
Support Document relates without the written consent of the other party; or

(3)  the party or such Credit Support Provider disaffirms, disclaims,
repudiates or rejects, in whole or in part, or challenges the validity of, such Credit Support
Document (or such action is taken by any person or entity appointed or empowered to operate
it or act on its behalf);

(iv)  Misrepresentation. A representation made or repeated or deemed to
have been made or repeated by the party or any Credit Support Provider of such party in this
Agreement or any Credit Support Document proves to have been incorrect or misleading in
any material respect when made or repeated or deemed to have been made or repeated;

(v)  Default under Specified Transaction. The party, any Credit Support
Provider of such party or any applicable Specified Entity of such party (1) defaults under a
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Specified Transaction and, after giving effect to any applicable notice requirement or grace
period, there occurs a liquidation of, an acceleration of obligations under, or an early
termination of, that Specified Transaction, (2) defaults, after giving effect to any applicable
notice requirement or grace period, in making any payment due on the last payment or
exchange date of, or any payment on early termination of, a Specified Transaction (or such
default continues for at least three Local Business Days if there is no applicable notice
requirement or grace period) or (3) disaffirms, disclaims, repudiates or rejects, in whole or in
part, a Specified Transaction (or such action taken by any person or entity appointed or
empowered to operate it or act on its behalf);

(vi)  Cross Default. The occurrence or existence of (1) a default, event of
default or other similar condition or event (however described) in respect of such party, any
Credit Support Provider of such party or any applicable Specified Entity of such party under
one or more agreements or instruments relating to Specified Indebtedness of any of them
(individually or collectively) in an aggregate amount of not less than the applicable Threshold
Amount which has resulted in such Specified Indebtedness becoming due and payable under
such agreements or instruments, before it would otherwise have been due and payable or (2) a
default by such party, such Credit Support Provider or such Specified Entity (individually or
collectively) in making one or more payments on the due date thereof in an aggregate amount
of not less than the applicable Threshold Amount under such agreements or instruments (after:
giving effect to any applicable notice requirement or grace period);

(viiy Bankruptcy. The party, any Credit Support Provider of such party or
any applicable Specified Entity of such party: '

) is dissolved (other than pursuant to a consolidation,
amalgamation, succession or merger of, in the case of GSMMDP, reconstitution, reformation,
incorporation, or admission or withdrawal of a partner); (2) becomes insolvent or is unable to
pay its debts or fails or admits in writing its inability generally to pay its debts as they become
due; (3) makes a general assignment, arrangement or composition with or for the benefit of its
creditors; (4) institutes or has instituted against it a proceeding seeking a judgment of
insolvency or bankruptcy or any other relief under any bankruptcy or insolvency law or other
similar law affecting creditors’' rights, or a petition is presented for its winding-up or
liquidation, and, in the case of any such proceeding or petition instituted or presented against
it, such proceeding or petition (A) results in a judgment of insolvency or bankruptcy or the
entry of an order for relief or the making of an order for winding-up or liquidation or (B) is
- not dismissed, discharged, stayed or restrained in each case within 30 days of the institution or
presentation thereof; (5) has a resolution passed for its winding-up, official management or
liquidation (other than pursuant to a consolidation, amalgamation, succession or merger or, in
the case of GSMMDP, reconstitution, reformation, or incorporation); (6}(A) seeks or becomes
subject to the appointment of an administrator, provisional liquidator, conservator, receiver,
trustee, custodian or other similar official for it or for substantially all its assets or (B) in the
case of Counterparty, any Credit Support Provider of Counterparty or any applicable Specified
Entity of Counterparty (I) there shall be appointed or designated with respect to it, an entity
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such as an organization, board, commission, authority, agency or body to monitor, review,
oversee, recommend or declare a financial emergency or similar state of financial distress with
respect to it or (II) there shall be declared or introduced or proposed for consideration by it or
by any legislative or regulatory body with competent jurisdiction over it, the existence of a
state of financial emergency or similar state of financial distress in respect of it; (7) has a
secured party take possession of all or substantially all its assets or a distress, execution,
attachment, sequestration or other legal process levied, enforced or sued on or against all or
substantially all its assets and such secured party maintains possession, or such process is not
dismissed, discharged, stayed or restrained, in each case within 30 days thereafter; (8) (A)
causes or is subject to any event with respect to it which, under the applicable laws of any
jurisdiction, has an analogous effect to any of the events specified in clauses (1) to (7)
(inclusive) or (B) in the case of Counterparty, any Credit Support Provider of Counterparty or
any applicable Specified Entity of Counterparty, causes or is subject to any event with respect
to the funds specified in Section 4(f)-or the project, program or other enterprise from which
such funds are derived, in whole or in part, (regardless of whether any other assets are
similarly affected) which, under the applicable laws of any jurisdiction, has an analogous effect
to any of the events specified in clauses (1) to (7) (inclusive); or (9) takes any action in
furtherance of, or indicating its consent to, approval of, or acquiescence in, any of the
foregoing acts; or

(viii) Merger Without Assumption. The party or any Credit Support Provider
of such party consolidates or amalgamates with, or merges with or into, or transfers all or
substantially all its assets to, or reorganizes, incorporates, reincorporates, reconstitutes or
reforms into or as, another entity (or, without limiting the foregoing, with respect to
Counterparty, an entity such as an organization, board, commission, authority, agency or body
succeeds to the principal functions of, or powers and duties granted to, Counterparty or any
Credit Support Provider of Counterparty generally, or with respect to the funds specified in
Section 4(f) or the project, program or other enterprise from which such funds are derived in
whole or in part} and, at the time of such consolidation, amalgamation, merger, transfer,
reorganization, incorporation, reincorporation, reconstitution, reformation or succession:

(1)  the resulting, surviving, transferee or successor entity fails to
assume all the obligations of such party or such Credit Support Provider under this Agreement
or any Credit Support Document to which it or its predecessor was a party by operation of law
or pursuant to an agreement reasonably satisfactory to the other party to this Agreement;

(2)  the benefits of any Credit Support Document fail to extend
(without the consent of the other party) to the performance by such resulting, surviving,
transferee or successor entity of its obligations under this Agreement; or

3) in the case of Counterparty, the sources of payment for the
obligations of Counterparty as set forth in this Agreement are no longer available for the
satisfaction of such resulting, surviving, transferee or successor entity's obligations to the other

party hereto.
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(b) Termination Events. The occurrence at any time with respect to a party or, if
applicable, any Credit Support Provider of such party or any Specified Entity of such party of
any event specified below constitutes an Illegality if the event is specified in (i) below, a Credit
Event Upon Merger if the event is specified pursuant to (i) below or an Additional
Termination Event if the event is specified pursuant to (iii) below:

(1) Illegality. Due to the adoption of, or any change in, any applicable law
after the date on which a Transaction is entered into, or due to the promulgation of, or any
change in, the interpretation by any court, tribunal or regulatory authority with competent
jurisdiction of any applicable law after such date, it becomes unlawful (other than as a result of
a breach by the party of Section 4(b)) for such party (which will be the Affected Party):

(1) to perforrn any absolute or contingent obligation to make a
payment or to receive a payment in respect of such Transaction or to comply with any other
material provision of this Agreement relating to such Transaction; or

(2)  to perform, or for any Credit Support Provider of such party to
perform, any contingent or other obligation which the party (or such Credit Support Provider)
has under any Credit Support Document relating to such Transaction;

(if)  Credit Event Upon Merger. Such party ("X"), any Credit Support
Provider of X or any applicable Specified Entity of X consolidates or amalgamates with, or
merges into, or transfers all or substantially all its assets (or, in the case of Counterparty, all or
substantially all of the project, program or other enterprise from which the funds specified in
Section 4(f) are derived in whole or in part) to, or reorganizes, incorporates, reincorporates,
reconstitutes, or reforms into or as, or receives all or substantially all of the assets and/or
liabilities or obligations of, another entity (or, without limiting the foregoing, with respect to
Counterparty, an entity such as an organization, board, commission, authority, agency or body
succeeds to the principal functions of, or powers and duties granted to, Counterparty or any
Credit Support Provider of Counterparty or any applicable Specified Entity of Counterparty
generally, or with respect to the project, program or other enterprise from which the funds
specified in Section 4(f) are derived in whole or in part), and such action does not constitute an
event described in Section 5(a)(viii) but the creditworthiness of X, such Credit Support
Provider, or such Specified Entity (as the case may be) or any resulting, surviving, transferee,
reorganized, reconstituted, reformed, recapitalized or successor entity is materially weaker
than that of X, such Credit Support Provider, or such Specified Entity (as the case may be)
immediately prior to such action (and, in such event, X or any resulting, surviving, transferee,
reorganized, reconstituted, reformed, recapitalized, or successor entity, as appropriate, will be
the Affected Party); or

(iiiy  Additional Termination Event. If any "Additional Termination Event" is
specified in any Confirmation as applying, the occurrence of such event (and, in such event,
the Affected Party or Affected Parties shall be as specified for such Additional Termination
Event in such Confirmation).
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(c) Event of Default and Illegaliry. If an event or circumstance which would
otherwise constitute or give rise to an Event of Default also constitutes an Illegality, it will be
treated as an Illegality and will not constitute an Event of Default.

6. Early Termination.

(a) Right to Terminate Following Event of Default. 1If at any time an Event of
Default with respect to a party (the "Defaulting Party") has occurred and is then continuing,
the other party (the "Non-defaulting Party") may, by not more than 20 days notice to the
Defaulting Party specifying the relevant Event of Default, designate a day not earlier than the
day such notice is effective as an Early Termination Date in respect of all outstanding
Transactions; provided, however, that an Early Termination Date in respect of all outstanding
Transactions will occur immediately upon the occurrence with respect to such party of an
Event of Default specified in Section 3(a)(vii}(1), (3), (5), (6) or, to the extent analogous
thereto, (8), and as of the time immediately preceding the institution of the relevant proceeding
or the presentation of the relevant petition upon the occurrence with respect to such party of an
Event of Defanlt specified in Section 5(a)(vii)(4) or, to the extent analogous thereto, (8).

(b)  Right to Terminate Following Termination Event.

(i) Notice. If a Termination Event occurs, an Affected Party will, promptly
upon becoming aware of it, notify the other party, specifying the nature of that Termination
Event and each Affected Transaction and will also give such other information about that
Termination Event as the other party may reasonably require.

(ii) Two Affected Parties. If an Iliegality under Section 5(b)(i)(1) occurs and
there are two Affected Parties, each party will use all reasonable efforts to reach agreement
within 30 days after notice thereof is given under Section 6(b)(i) on action to avoid that
Termination Event.

(iii)  Right to Terminate. 1f:

1) an agreement under Section 6(b)(ii) has not been effected with
respect to all Affected Transactions within 30 days after an Affected Party gives notice under
Section 6(b)(1); or

2) an Illegality other than that referred to in Section 6(b)(ii), a
Credit Event Upon Merger or an Additional Termination Event occurs,

either party in the case of an Illegality, the party designated in the relevant Confirmation in the
case of an Additional Termination Event, or the party which is not the Affected Party in the
case of a Credit Event Upon Merger may, by not more than 20 days notice to the other party
and provided that the relevant Termination Event is then continuing, designate a day not earlier
than the day such potice is effective as an Early Termination Date in respect of all Affected
Transactions.
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© Effect of Designation.

(1) If notice designating an Early Termination Date is given under Section
6(a) or (b), the Early Termination Date will occur on the date so designated, whether or not
the relevant Event of Default or Termination Event is then continuing.

(i) -~ Upon the occurrence or effective designation of an Early Termination
Date, no further payments or deliveries under Section 2(a)(i) or 2(d) in respect of the
Terminated Transactions will be required to be made, but without prejudice to the other
provisions of this Agreement. The amount, if any, payable in respect of an Early Termination
Date shall be determined pursuant to Section 6(e).

(d) Calculations.

(1) Statement. On or as soon as reasonably practicable following the
occurrence of an Early Termination Date, each party will make the calculations on its part, if
any, contemplated by Section 6(e) and will provide to the other party a statement (1) showing,
in reasonable detail, such calculations (including all relevant quotations and specifying any
amount payable under Section 6(e)) and (2) giving details of the relevant account to which any
amount payable to it is to be paid. In the absence of written confirmation from the source of a
quotation obtained in determining a Market Quotation, the records of the party obtaining such
quotation will be conclusive evidence of the existence and accuracy of such quotation.

(i)  Payment Date. An amount calculated as being due in respect of any
Early Termination Date under Section 6{(¢) will be payable on the day that notice of the amount
payable is effective (in the case of an Early Termination Date which is designated or occurs as
a result of an Event of Default) and on the day which is two Local Business Days after the day
on which notice of the amount payable is effective (in the case of an Early Termination Date
which is designated as a result of a Termination Event). Such amount will be paid together
with (to the extent permitted under applicable law) interest thereon (before as well as after
judgment), from (and including) the relevant Early Termination Date to (but excluding) the
date such amount is paid, at the Applicable Rate. Such interest will be calculated on the basis
of daily compounding and the actual number of days elapsed.

(e) Payments on Early Termination. The amount, if any, payable in respect of an
Early Termination Date and determined pursuant to this Section will be subject to any Set-off.

(i) Events of Default. If the Early Termination Date results from an Event
of Default, an amount will be payable by the Defaulting Party to the Non-defaulting Party
equal to the difference, if a positive number, of (A) the sum of the Settlement Amount
(determined by the Non-defaulting Party) in respect of the Terminated Transactions and the
Unpaid Amounts owing to the Non-defaulting Party less (B) the Unpaid Amounts owing to the
Defaulting Party. [Subject to Execution of Acknowledgment Certificate]

-15-

BAAC - 95



(ii) Termination Events. If the Early Termination Date results from a
Termination Event:

(D One Affected Party. 1f there is one Affected Party, the amount
payable will be equal to (A) the sum of the Settlement Amount (determined by the Non-
affected Party) in respect of the Terminated Transactions and the Unpaid Amounts owing to
the Non-affected Party less (B) the Unpaid Amounts owing to the Affected Party. If that
amount is a positive number, the Affected Party will pay it to the Non-affected Party; if it is a
negative number, the Non-affected Party will pay the absolute value of that amount to the
Affected Party;

(2) Two Affected Parvies. 1f there are two Affected Parties each party
will determme a Settlement Amount in respect of the Terminated Transactions, and an amount
will be payable equal to (I) the sum of (a) one-half of the difference between the Settlement
Amount of the party with the higher Settlement Amount ("X") and the Settlement Amount of
the party with the lower Settlement Amount ("Y") and (b) the Unpaid Amounts owing to X
less (IT) the Unpaid Amounts owing to Y.

if the amount payable is a positive number, Y will pay it to X; if it is a negative number, X
will pay the absolute value of that amount to Y.

(ili)y  Pre-Estimate. The parties agree that an amount recoverable under this
Section 6(e) is a reasonable pre-estimate of loss and not a penalty. Such amount is payable for
the loss of bargain and the loss of protection against future risks and except as otherwise
provided in this Agreement neither party will be entitled to recover any additional damages as
a consequence of such losses. '

7. Transfer

Neither this Agreement nor any interest or obligation in or under this Agreement may be
transferred (whether by way of security or otherwise) by either party without the prior written
consent of the other party, which consent will not be unreasonably withheld or delayed, except
that:

(@) a party may make such a transfer of this Agreement pursuant to a consolidation
or amalgamation with, or merger with or into, or transfer of all or substantially all its assets to,
Or reorganization, incorporation, reincorporation, reconstitution, or reformation into or as,
" another entity (but without prejudice to any other right or remedy under this Agreement);

(b) a party may make such a transfer of all or any part of its interest in any amount
payable to it from a Defaulting Party under Section 6(e); and

(©) in addition to, and not in lieu of, the preceding transfer rights, GSMMDP may,
without recourse by Counterparty or GSMMDP's transferee or any Credit Support Provider of
either such party to or against GSMMDP or any Credit Support Provider of such party,

-16-

BAAC -96 -



transfer this Agreement, all or any part of its interests (including without limitation all or any
part of its interests in any amounts payable to it from Counterparty or obligations in or under
this Agreement, or one or more Transactions) to any of GSMMDP's Affiliates or any of the
Affiliates of The Goldman Sachs Group, L.P., provided that: (i) if any such transfer is of any
obligations of GSMMDP, either (A) such transferee or such transferee’s Credit Support
Provider must have a long-term, unsecured, unsubordinated debt obligation rating or financial
program rating (or other similar rating) by at least one U.S. nationally recognized rating
agency which is equal to or greater than the comparable long-term, unsecured, unsubordinated
debt obligation rating or financial program rating (or other similar rating) of GSMMDP
immediately prior to such transfer, or (B) the obligations transferred to such transferee must be
guaranteed by GSMMDP pursuant to a guaranty or other agreement or instrument mutually
agreed upon by both parties acting reasonably; and (ii) an Event of Default or a Termination
Event does not occur as a result of such transfer.

Any purported transfer that is not in compliance with this Section will be void.

Except as specified otherwise in the documentation evidencing a transfer, a
transfer of all or any part of the obligations of either party made in compliance with this
Section will constitute an acceptance and assumption of such obligations (and any related
interests so transferred) by the transferee, a novation of the transferee in place of the transferor
with respect to such obligations (and any related interests so transferred), and a release and
discharge by the non-transferring party of the transferor from, and an agreement by the non-
transferring party not to make any claim for payment, liability, or otherwise against the
transferor with respect to, such obligations from and after the effective date of the transfer.

8. Miscellaneous

(a)  Entire Agreement. This Agreement constitutes the entire agreement and
understanding of the parties with respect to its subject matter and supersedes all oral
communication and prior writings with respect thereto. '

{b) Amendments. No amendment, modification or waiver in respect of this
Agreement will be effective unless in writing (including a writing evidenced by a facsimile
transmission) and executed by each of the parties or confirmed by an exchange of telexes or
electronic messages on an electronic messaging system.

{c) Survival of Obligations. Without prejudice to Sections 2(a)(iii) and 6(c)(ii), the
obligations of the parties under this Agreement will survive the termination of any Transaction.

(d) Remedies Cumulative. Except as provided in this Agreement, the rights,
powers, remedies and privileges provided in this Agreement are cumulative and not exclusive
of any rights, powers, remedies and privileges provided by law.

(e) Counterparts and Confirmations.
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1 This Agreement (and each amendment, modification and waiver in
respect of it) may be executed and delivered in counterparts (including by facsimile
transmission), each of which will be deemed an original.

(i) A Confirmation may be executed and delivered in counterparts
(including by facsimile transmission) or be created by an exchange of telexes or by an
exchange of electronic messages on an electronic messaging System, which in each case will be
sufficient for all purposes to evidence a binding supplement to this Agreement. The parties
will specify therein or through another effective means that any such counterpart, telex or
electronic message constitutes a Confirmation.

(iii) On or promptly following the Trade Date or other transaction date of
each Transaction, GSMMDP will send to Counterparty a Confirmation. Counterparty will
promptly thereafter confirm the accuracy of (in the manner required by Section 8(e)), or
request the correction of, such Confirmation (in the latter case, indicating how it believes the
terms of such Confirmation should be correctly stated and such other terms which should be
added to or deleted from such Confirmation to make it correct).

(f) No Waiver of Rights. A failure or delay in exercising any right, power or
privilege in respect of this Agreement will not be presumed to operate as a waiver, and a single
or partial exercise of any right, power or privilege will not be presumed to preclude any
subsequent or further exercise of that right, power or privilege or the exercise of any other
right, power or privilege.

(2 Headings. The headings used in this Agreement are for convenience of
reference only and are not to affect the construction of or to be taken into consideration in
interpreting this Agreement.

(h)  Rounding. For purposes of any calculations referred to in this Agreement
(unless otherwise specified), (a) all percentages resulting from such calculations will be
rounded, if necessary, to the nearest one hundred-thousandth of a percentage point (e.g.,
9.876541% (or .09876541) being rounded down to 9.87654% (or .0987654) and 9.876545%
{or .09876545) being rounded up to 9.87655% (or .0987655)) and (b) all U.S. Dollar amounts
used in or resulting from such calculations will be rounded to the nearest cent (with one half
cent being rounded up). '

9, Expenses

A Defaulting Party will, on demand, reimburse the other party for ail reasonable out-of-pocket
expenses, including legal fees, incurred by such other party by reason of the enforcement and
protection of its rights under this Agreement or any Credit Support Document to which the
Defaulting Party is a party or by reason of the early termination of any Transaction, including,
but not limited to, costs of collection.
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10. Notices

(a) Effectiveness. Any notice or other communication in respect of this Agreement
may be given in any manner set forth below (except that a notice or other communication
under Section 5 or 6 may not be given by facsimile transmission or electronic messaging
system) to the address or number or in accordance with the electronic messaging system details
provided herein and will be deemed effective as indicated:

) if in writing and delivered in person or by courier, on the date it is
delivered;

(ii) if sent by telex, on the date the recipient's answerback is received;

(iii) if sent by facsimile transmission, on the date that transmission is received
by a responsible employee of the recipient in legible form (it being agreed that the burden of
proving receipt will be on the sender and will not be met by a transmission report generated by
the sender's facsimile machine);

(iv)  if sent by certified or registered mail (airmail, if overseas) or the
equivalent {return receipt requested), on the date that mail is delivered or its delivery is
attempted; or

wv) if sent by electronic messaging system, on the date that electronic
message is received,

unless the date of that delivery (or attempted delivery) or that receipt, as applicable, is not a
Local Business Day or that communication is delivered (or attempted) or received, as
applicable, after the close of business on a Local Business Day, in which case that
communication shall be deemed given and effective on the first following day that is a Local
Business Day.

For the purpose of this Section 10(a):
Address for notices or communications to GSMMDP:

Address: 85 Broad Street
New York, New York 10004, U.S.A.

Attention: Swap Administration
Telex No.: 421344 Answerback: GOLSAX
Facsimile No.: 212-902-0996 Telephone No.: 212-902-1000

Electronic Messaging System Details: None.
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With-a copy to:

Address: 85 Broad Street
New York, New York 10004, U.S5.A.

Attention: Treasury Administration
Telex No.: 421344 Answerback: GOLSAX
Facsimile No.: 212-902-3325 Telephone No.: 212-902-1000
Electronic Message System Details: None.
Address for notices or communications to Counterparty:

Address:  Board of Regents of the University of Texas System
201 West 7th Street
Austin, Texas 78701

Atention:  Office of Finance

Telex No.: None Answerback: None

Facsimile No.: 512-{TO BE PROVIDED] Telephone No.: 512-499-4367
Electronic Messaging System Details: None.

(b) Change of Addresses. Either party may by notice to the other change the
address, telex or facsimile number or electronic messaging system detaﬂs at which notices or
other communications are to be given to it.

(©) Service of Process.
GSMMDP irrevocably appoints:

Name: Goldman Sachs Mitsui Marine Derivative Products, L.P.
Address: 85 Broad Street

New York, New York 10004
Attention: Legal Department

Counterparty irrevocably appoints:

Name: The University Texas System
Address: 201 West 7th Street

Austin, Texas 78701
Attention: General Counsel
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11. Governing Law and Jurisdiction

Governing Law. This Agreement and each Confirmation will be governed by, and
construed and enforced in accordance with the laws of the State of Texas except that
GSMMDP’s rights, remedies, and obligations hereunder shall be governed by and construed in
accordance with the laws of the State of New York.

12.  Definitions

As used in this Agreement:

"Additional Termination Event" means any event specified as such in a Confirmation.
"Affected Party" has the meaning specified in Section 5(b).

"Affected Transactions” means (a) with respect to any Termination Event consisting of an
Illegality, all Transactions affected by the occurrence of such Termination Event and (b) with
respect to any other Termination Event, all Transactions.

"Affiliate” means, in relation to any person, any entity controlled, directly or indirectly, by the
person, any entity that controls, directly or indirectly, the person or any entity directly or
indirectly under common control with the person. For this purpose, "control” of any entity or
person means ownership of a majority of the voting power of the entity or person.

"Applicable Rate" means:

(a) in respect of obligations payable (or which would have been but for Section
2(a)(iil)) by a Defaulting Party, the Default Rate;

(b) in respect of an obligation to pay an amount under Section 6(e) of either
party from and after the date {determined in accordance with Section 6(d)(ii)) on which that
amount is payable, the Default Rate;

(¢) in respect of all other obligations payable or deliverable (or which would
have been but for Section 2(a)(iii)) by a Non-defaulting Party, the Non-default Rate; and

{d) in all other cases, the Termination Rate.

"Authorizing Law" means Chapter 55, Texas Education Code and Vernon's Annotated Texas
Civil Statutes, Article 717q, as amended.

“BMA Municipal Swap Index” means the Municipal Swap Index of the Bond Market
Association (formerly known as the Public Securities Association), disseminated by Municipal
Market Data, a Thomson Financial Services Company or any nationally-recognized successor.
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"Bonds " means any bonds, notes, certificates or other indebtedness or securities issued by or
on behalf of Counterparty and identified in a Confirmation for a Bond Transaction.

"Bond Transaction"” means any Transaction identified as such in the relevant Confirmation and
which is entered into in connection with the issuance of Bonds.

"Business Day" means, in respect of any date that is specified in this Agreement or in a
Confirmation to be subject to adjustment in accordance with any applicable Business Day
Convention, a day on which commercial banks settle payments in the place(s) and on the days
specified for that purpose in the relevant Confirmation and, if place(s) and days are not so
specified, a day on which commercial banks settle payments in U.S. Dollars in New York.

"Business Day Convention" means:

(a) the convention for adjusting any relevant date if it would otherwise fall on a day that
is oot a Business Day. The following terms, when used in conjunction with the term "Business
Day Convention" and a date, shall mean that an adjustment will be made if that date would
otherwise fall on a day that is not a Business Day so that:

(i) if "Following" is specified, that date will be the first following day that is a
Business Day;

(ii) if "Modified Following" or "Modified" is specified, that date will be the
first following day that is a Business Day unless that day falls in the next calendar
month, in which case that date will be the first preceding day that is a Business Day;
and '

(iii) if "Preceding” is specified, that date will be the first preceding day that is a
Business Day.

(b) The Business Day Convention applicable to a date that is specified in this
Agreement or in 2 Confirmation to be subject to adjustment in accordance with an applicable
Business Day Convention shall be the Business Day Convention specified for that date in this
Agreement or that Confirmation or, if a Business Day Convention is not so specified for that
date but a Business Day Convention is specified for a Transaction, shall be the Business Day
Convention specified in a Confirmation for that Transaction.

"Calculation Agent" means GSMMDP, unless otherwise specified in a Confirmation in relation
to the relevant Transaction, responsible for (a) calculating the applicable Floating Rate, if any,
for each Payment Date or for each Calculation Period, (b) calculating any Floating Amount
payable on each Payment Date or for each Calculation Period, (¢) calculating any Fixed
Amount payable on each Payment Date or for each Calculation Period, (d) giving notice to the
parties to the Transaction on the Calculation Date for each Payment Date or for each
Calculation Period, specifying (i) the Payment Date, (ii) the party or parties required to make
the payment or payments then due, (iii) the amount or amounts of the payment or payments
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then due and (iv) reasonable details as to how the amount or amounts were determined, and (e)
if, after notice is given, there is a change in the number of days in the relevant Calculation
Period and the amount or amounts of the payment or payments due for that Payment Date or
for that Calculation Period, promptly giving the parties to the Transaction notice of those
changes, with reasonable details as to how those changes were determined. Whenever the
Calculation Agent is required to select banks or dealers for the purpose of making any
calculation or deterrnination, the Calculation Agent will make the selection in good faith after
consultation with the other party (or the parties, if the Calculation Agent is a third party), if
practicable, for the purpose of obtaining a representative rate that will reasonably reflect
conditions prevailing at the time in the relevant market, unless otherwise specified in a
Confirmation in relation to the relevant Transaction.

"Calculation Dare” means, in respect of any Payment Date or any Calculation Period, the
earliest day on which it is practicable to provide the notice that the Calculation Agent is
required to give for that Payment Date or for that Calculation Period, and in no event later
than the close of business on the Business Day next preceding that Payment Date or the
Payment Date for that Calculation Period (unless that preceding Business Day is a Reset Date,
then in no event later than the latest time that will permit any payment due on that Payment
Date to be made on that Payment Date).

"Calculation Period" means:

(a) in respect of a Transaction and a party, each period from, and including, one
Period End Date of that party to, but excluding, the next following applicable Period
End Date during the Term of the Transaction, except that (i) the initial Calculation
Period for the party will commence on, and include, the Effective Date, and (ii) the
final Calculation Period for the party will end on, but exclude, the Termination Date;
provided, however that:

(b) unless otherwise provided for a Transaction or a party, where the Fixed
Amount or Floating Amount is calculated by reference to a Calculation Period, the
Fixed Amount or Floating Amount applicable to a Payment Date will be the Fixed
Amount or Floating Amount calculated with reference to the Calculation Period ending
on, but excluding, the Period End Date that is (or is closest in time to) that Payment
Date or, in the case of the final Calculation Period, ending on, but excluding, the
Termination Date.

"Code " means the Internal Revenue Code of 1986, as amended.

"consent" includes a consent, approval, action, authorization, exemption, notice, filing,
registration or exchange control consent.

“Consolidated Financial Statements” means in respect of Counterparty, a copy of the annual
report of such party relating to the University System containing unaudited consolidated
financial statements for such party’s fiscal year, prepared in accordance with the Texas
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Comptroller of Public Accounts Annual Financial Reporting Requirements and on a basis
consistent with prior periods.

"Covered Document” means the Master Resolution including the Eighth Supplemental
Resolution to the Master Resolution adopted by the Counterparty on February [11], 1999.

"Credit Event Upon Merger" has the meaning specified in Section 5(b).

"Credit Support Document" means: (i) with respect to GSMMDP the Support Agreement
referenced in Section 4(a) and (ii) with respect to Counterparty, not applicable. Each Credit
Support Document is incorporated by reference in, constitutes part of, and is in connection
with, this Agreement and each Confirmation (unless provided otherwise in a Confirmation) as
if set forth in full in this Agreement or such Confirmation.

"Credit Support Provider" means, in relation to GSMMDP, not applicable and, in relation to
Counterparty, not applicable.

"Day Count Fraction" means, as specified in the Confirmation in respect of a Transaction and
the calculation of a Fixed Amount or a Floating Amount,

(a) if "Actual/365" or "Actual/Actual" is specified, the actual number of
days in the Calculation Period in respect of which payment is being made divided by
365 (or, if any portion of that Calculation Period falls in a leap year, the sum of (A) the
actual number of days in that portion of the Calculation Period falling in a leap year
divided by 366 and (B) the actual number of days in that portion of the Calculation
Period falling in a non-teap year divided by 365);

®) if "Actal/365 (Fixed)" is specified, the actual number of days in the
Calculation Period in respect of which payment is being made divided by 365;

(c) if "Actual/360" is specified, the actual number of days in the Calculation
Period in respect of which payment is being made divided by 360;

(d) if "30/360", "360/360" or "Bond Basis" is specified, the number of days
in the Calculation Period in respect of which payment is being made divided by 360
(the number of days to be calculated on the basis of a year of 360 days with 12 30-day
months (unless (i) the last day of the Calculation Period 1s the 31st day of a month but
the first day of the Calculation Period is a day other than the 30th or 31st day of a
month, in which case the month that includes that last day shall not be considered to be
shortened to a 30-day moath, or (ii) the last day of the Calculation Period is the last day
of the month of February, in which case the month of February shall not be considered
to be lengthened to 2 30-day month); and

(e) if "Government Bond Basis" is specified, the number of days in the
Calculation Period in respect of which payment is being made divided by 360 (the
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number of days to be calculated on the basis of a year of 360 days with 12 30-day
months).

"Default Rate" means a rate per annum equal to the cost (without proof or evidence of any
actual cost) to the relevant payee (as certified by it) if it were to fund or of funding the relevant
amount plus 1% per annum; provided, however, that, with respect to amounts payable by the
Counterparty, the Default Rate shall not exceed the maximum rate allowed by law, as
determined by Vernon’s Annotated Texas Civil Statutes, Article 717k-2, as amended.

"Defaulting Party" has the meaning specified in Section 6(a).

"Early Termination Date" means the date determined in accordance with Section 6(a) or
6(b)(iii).

"Effective Date" means the date specified as such for a Transaction, which date is the first day
of the Term of the Transaction.

"Event of Default" has the meaning specified in Section 5(a).
"Financings" has the meaning specified in Section 4(d).

"Fixed Amount" means, in respect of a Transaction and a Fixed Rate Payer, an amount that,
subject to any applicable condition precedent, is payable by that Fixed Rate Payer on an
applicable Payment Date and is specified in a Confirmation or is determined as provided in
Section 2(a)(i)(A) or as provided in a Confirmation.

"Fixed Rate" means, for any Payment Date or for any Calculation Period in respect of a
Payment Date, a rate, expressed as a decimal, equal to the per annum rate specified as such for
the Transaction or that party.

"Fixed Rate Day Count Fraction" means, in respect of any calculation of a Fixed Amount, the
Day Count Fraction specified as the Fixed Rate Day Count Fraction for the Transaction or the
Fixed Rate Payer.

"Fixed Rate Payer" means, in respect of a Transaction, a party obligated to make payments
from time to time during the Term of the Transaction of amounts calculated by reference to a
fixed per annum rate or to make one or more payments of a Fixed Amount.

"Floating Amourt™ means, in respect of a Transaction and a Floating Rate Payer, an amount
determined as provided in Section 2(a)(i)(B) or as provided in a Confirmation, that, subject to
any applicable condition precedent, is payable by that Floating Rate Payer on an applicable
Payment Date and is determined by reference to a Floating Rate Option or pursuant to a
method specified in a Confirmation.

"Floating Rate" means, for any Calculation Period in respect of a Payment Date or for any
Reset Date, a rate, expressed as a decimal, equal to
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() (A) if a cap rate is specified, the excess, if any, of a rate determined pursuant
to subparagraph (ii) below over the cap rate so specified; or (B) if a floor rate is
specified, the excess, if any, of the floor rate so specified over a rate determined
pursuant to subparagraph (ii) below; and

(ii) in all other cases and for purposes of subparagraph (i)(A) and (B):

(A) if a per annum rate is specified for the Transaction or that party to be
the Floating Rate applicable to that Calculation Period or Reset Date, the
Floating Rate so specified;

(B) if only one Reset Date is established for the Transaction or that party
during (or in respect of) that Calculation Period, the Relevant Rate for that
Reset Date;

(C) if more than one Reset Date is established for the Transaction or that
party during (or in respect of) that Calculation Period and the "Unweighted
Average" method of calculation is specified, the arithmetic mean of the Relevant
Rates for each of those Reset Dates;

(D) if more than one Reset Date is established for the Transaction or that
party during (or in respect of) that Calculation Period and the "Weighted
Average" method of calculation is specified, the arithmetic mean of the Relevant
Rates in effect for each day in that Calculation Period calculated by multiptying
each Relevant Rate by the number of days such Relevant Rate is in effect,
determining the sum of such products and dividing such sum by the number of
days in the Calculation Period, or

(E) if more than one Reset Date is established for the Transaction or that
party during (or in respect of) that Caiculation Period and neither the
"Unweighted Average"” nor the "Weighted Average" method of calculation is
specified, a Floating Rate determined as if "Unweighted Average" had been
specified as the applicable method of calculation.

"Floating Rate Day Count Fraction™ means, in respect of a Transaction and any calculation of
a Floating Amount, the Day Count Fraction specified as the Floating Rate Day Count Fraction
for the Transaction or the Floating Rate Payer.

"Floating Rate Option" means, unless specified otherwise in 2 Confirmation, in respect of a
Transaction and the calculation of a Floating Amount, the BMA Municipal Swap Index. If
such index is no longer calculated or is otherwise unavailable, then the Kenny Index shall be
substituted for the BMA Municipal Swap Index. If both the BMA Municipal Index and the
Kenny Index are no longer calculated or are otherwise unavailable, then "Floating Rate
Option" means that the rate for a Reset Date will be the rate determined by GSMMDP. If the
rate for a Reset Date is determined by GSMMDP, such rate shall equal the prevailing rate
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determined by GSMMDP for bonds rated in the highest short-term rating category by Moody's
Investors Services, Inc. and Standard & Poor's Ratings Group in respect of issuers most
closely resembling the "high grade" component issuers most recently selected by the Public
Securities Association prior to cessation of publication of the BMA Municipal Swap Index that
are subject to tender by the holders thereof for purchase on not more than seven (7) days notice
and the interest on which is (i) variable on a weekly basis, (ii) excludable from gross income
for federal income tax purposes under the Code, and (iii) not subject to an "individual
alternative minimum tax" or similar tax under the Code, except to the extent that all tax-
exempt bonds are subject to such tax.

"Floating Rate Payer" means, in respect of a Transaction, a party obligated to make payments
from time to time during the Term of the Transaction of amounts calculated by reference to a
floating per annum rate or to make one or more payments of a Floating Amount.

"[lllegality" has the meaning specified in Section 5(b).

"Incipient [llegality" means (a) the enactment by any legislative body with competent
Jjurisdiction over Counterparty of legislation which, if adopted as law, would render unlawful
(i) the performance by Counterparty of any absolute or contingent obligation to make a
payment or to receive a payment in respect of a Transaction or the compliance by Counterparty
with any other material provision of this Agreement relating to such Transaction or (ii) the
performance by Counterparty or a Credit Support Provider of Counterparty of any contingent
or other obligation which Counterparty (or such Credit Support Provider) has under any Credit
Support Document relating to such Transaction, (b) any assertion in any proceeding, forum or
action by Counterparty, in respect of Counterparty or in respect of any entity located or
organized under the laws of the state in which Counterparty is located to the effect that
performance under this Agreement or similar agreements is unlawful or (c) the occurrence with
respect to Counterparty or any Credit Support Provider of Counterparty of any event that
constitutes an Illegality.

"Incorporated Provisions " has the meaning specified in Section 4(d) of this Agreement.

"Kenny Index "TM (a trademark of Kenny Information Systems, Inc.) means that the rate for a
Reset Date will be the rate determined on the basis of the Kenny 30-Day High Grade Index and
as computed by Kenny Information Systems, Inc. on that day.

"law" includes any treaty, law, rule or regulation and “lawful" and “unlawful" will be
construed accordingly.

"Local Business Day" means a day on which commercial banks are open for business
(including dealings in foreign exchange and foreign currency deposits) (a) in relation to any
obligation under Section 2(a)(i), in the place(s) specified in the relevant Confirmation or, if not
so specified, in The City of New York, (b) in relation to any other payment, in the place where
the relevant account is located, (c) in relation to any notice or other communication, including
notice contemplated under Section 5(a)(i), in the city specified in the address for notice
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provided by the recipient and, in the case of a notice contemplated by Section 2(b), in the place
where the relevant new account is to be located and (d) in relation to Section 5(a)(v)(2), in the
relevant locations for performance with respect to such Specified Transaction.

"Loss" means, with respect to this Agreement or one or more Terminated Transactions, as the
case may be, and a party, an amount that party reasonably determines in good faith to be its (or
in the case of GSMMDP, the person with which GSMMDP has entered into a transaction
offsetting the Transaction with Counterparty that later becomes a Terminated Transaction) total
losses and costs (or gain, in which case expressed as a negative number) in connection with
this Agreement or that Terminated Transaction or group of Terminated Transactions, as the
case may be, including any loss of bargain, cost of funding or, at the election of such party but
without duplication, loss or cost incurred as a result of its (or in the case of GSMMDP, the
person with which GSMMDP has entered into a transaction offsetting the Transaction with
Counterparty that later becomes a Terminated Transaction) terminating, liquidating, obtaining
or reestablishing any hedge or related trading position (or any gain resulting from any of
them). Loss includes losses and costs (or gains) in respect of any payment required to have
been made (assuming satisfaction of each applicable condition precedent) on or before the
relevant Early Termination Date and not made, except, so as to avoid duplication, if Section
6(e)(i) or 6(e)(ii}(2) applies. Loss does not include a party's legal fees and out-of-pocket
expenses referred to under Section 9. A party will determine its Loss as of the relevant Early
Termination Date, or, if that is not reasonably practicable, as of the earliest date thereafter as
is reasonably practicable. A party may (but need not) determine its Loss by reference to
quotations of relevant rates or prices form one or more leading dealers in the relevant markets.

"Market Quoration" means, with respect to one or more Terminated Transactions and a party
making the determination, an amount deterrnined on the basis of quotations from Reference
Market-makers. Each quotation will be for an amount, if any, that would be paid to such party
{expressed as a negative number) or by such party (expressed as a positive number) in
consideration of an agreement between such party (taking into account any existing Credit
Support Document with respect to the obligations of such party) and the quoting Reference
Market-maker to enter into a transaction (the "Replacement Transaction") that would have the
effect of preserving for such party the economic equivalent of any payment (whether the
underlying obligation was absolute or contingent and assuming the satisfaction of each
applicable condition precedent) by the parties under Section 2(a)(i) in respect of such
Terminated Transaction or group of Terminated Transactions that would, but for the
occurrence of the relevant Early Termination Date, have been required after that date. For this
purpose, Unpaid Amounts in respect of the Terminated Transaction or group of Terminated
Transactions are to be excluded but, without limitation, any payment that would, but for the
relevant Early Termination Date, have been required (assuming satisfaction of each applicable
condition precedent) after that Early Termination Date is to be included. The Replacement
Transaction would be subject to such documentation as such party and the Reference Market-
maker may, in good faith, agree. The party making the determination (or its agent) will
request each Reference Market-maker to provide its quotation to the extent reasonably
practicable as of the same day and time (without regard to different time zones) on or as soon -
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as reasonably practicable after the relevant Early Termination Date. The day and time as of
which those quotations are to be obtained will be selected in good faith by the party obliged to
make a determination under Section 6(e), and, if each party is so obliged, after consultation
with the other. If more than three quotations are provided, the Market Quotation will be the
arithmetic mean of the quotations, without regard to the quotations having the highest and
lowest values. If exactly three such quotations are provided, the Market Quotation will be the
quotation remaining after disregarding the highest and lowest quotations. For this purpose, if
more than one quotation has the same highest value or lowest value, then ome of such
quotations shall be disregarded. If fewer than three quotations are provided, it will be deemed
that the Market Quotation in respect of such Terminated Transaction or group of Terminated
Transactions cannot be determined.

"Master Resolution” means the First Amended and Restated Master Resolution Establishing
The University of Texas System Revenue Financing System adopted by the Counterparty on
February 14, 1991, as amended on October 8, 1993 and August 14, 1997 and each
Supplemental Resolution thereto authorizing Parity Debt.

"Non-default Rate” means a rate per annum equal to the cost (without proof or evidence of any
actual cost) to the Non-defaulting Party (as certified by it) if it were to fund the relevant
amount,

"Non-defaulting Party" has the meaning specified in Section 6(a).

"Notional Amount" means, in respect of a party and any Calculation Period, the amount
specified as such for the Transaction.

"Parity Debt " means Parity Debt as defined in the Master Resolution.

"Payment Date" means, in respect of a Transaction and a party, each day during the Term of
the Transaction so specified or predetermined and the Termination Date; except that (i} each
Payment Date shall be subject to adjustment in accordance with the Modified Following
Business Day Convention unless another Business Day Convention is specified to be applicable
to Payment Dates in respect of the Transaction or that party and (ii) a Payment Date in respect
of a Fixed Rate Payer may be a specified day prior to the Effective Date where the Floating
Amounts payable by the Floating Rate Payer are calculated by reference to a cap rate or floor
rate.

"Period End Date" means, in respect of a Transaction and a party,

(a) if Period End Dates are not established for the Transaction or that party,
each Payment Date of that party during the Term of the Transaction; or

(b) if Period End Dates are specified or otherwise predetermined for the
Transaction or that party, each day during the Term so specified or predetermined;
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except that, in the case of subsection (b) above, each Period End Date shall be subject to
adjustment in accordance with the Modified Following Business Day Convention unless (x)
another Business Day Convention is specified io be applicable to Period End Dates in respect
of the Transaction or that party, in which case an adjustment will be made in accordance with
that Business Day Convention, or (y) "No Adjustment" is specified in connection with Period
End Dates for the Transaction or that party, in which case no adjustment will be made,
notwithstanding that the Period End Date occurs on a day that is not a Business Day.

"Pledged Revenues " means Pledged Revenues as defined in the Master Resolution.

"Potential Event of Default" means any event which, with the giving of notice or the lapse of
time or both, would constitute an Event of Default.

"Reference Banks" means for purposes of any "LIBOR" Floating Rate Option, four major
banks in the London interbank market.

"Reference Market-makers" means four leading dealers in the relevant market selected by the
party determining a Market Quotation in good faith (a) from among dealers of the highest
credit standing which satisfy all the criteria that such party applies generally at the time in
deciding whether to offer or to make an extension of credit or to enter into transactions similar
in nature to Transactions and (b) to the extent practicable, from among such dealers having an
office in the same city.

"Relevant Rate” means for any day, a per annum rate, expressed as a decimal, equal to

(a) if such day is a Reset Date, the rate determined with respect to that day for
the specified Floating Rate Option as provided in the definition of Floating Rate Option
in this Agreement or as provided in a Confirmation or as provided in any agreement
between the parties governing the Transaction; or

(b) if such day is not a Reset Date, the Relevant Rate determined pursuant to
clause (a) above for the next preceding Reset Date.

- For purposes of determining the Relevant Rate for any day:

(i) in any case where the Relevant Rate for a day is based on information
obtained from the Reuters Monitor Meoney Rates Service or the Dow Jones Telerate
Service, that Relevant Rate will be subject to the corrections, if any, to that information
subsequently displayed by that source within one hour of the time when such rate is
first displayed by such source;

(ii) in any case where the Relevant Rate for a day is based on the Kenny Index
or the BMA Municipal Swap Index, that Relevant Rate will be subject to the
corrections, if any, subsequently made available by Kenny Information Systems, Inc. or
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Municipal Market Data, as the case may be, for the applicable Reset Date within 30
days of that day; and

(iil) in the event that a party to any Transaction notifies the other party to the
Transaction of any correction referred to in subsection (i) or (ii) above no later than 15
days after the expiration of the period referred 1o in such subsection, an appropriate
amount will be payable as a result of such correction (whether such correction is made
or such notice is given before or afier the Termination Date of the Transaction),
together with interest on that amount at a rate per annum equal to the cost (without
proof or evidence of any actual cost) to the relevant party (as certified by it) of funding
that amount for the period from, and including, the day on which, based on such
correction, a payment in the incorrect amount was first made to, but excluding, the day
of payment of the refund or payment resulting from such correction.

"Reset Date" means each day specified as such (or determined pursuant to a method specified
for such purpose) for the Transaction or that party, subject to adjustment in accordance with
any applicable Business Day Convention which, if a Business Day Convention is not specified
in a Confirmation as being applicable to Reset Dates, shall be the Business Day Convention
applicable to Floating Rate Payer Payment Dates in respect of that Transaction, unless an
adjustment in accordance with that Business Day Convention would cause a Reset Date to fall
on the Payment Date in respect of the Calculation Period to which that Reset Date relates, in
which case that Reset Date shall be adjusted in accordance with the Preceding Business Day
Convention.

"Rewters Screen" means, when used in connection with any designated page and any Floating
Rate Option, the display page so designated on the Reuters Monitor Money Rates Service (or
such other page as may replace that page on that service for the purpose of displaying rates or
prices comparable to that Floating Rate Option).

"Scheduled Payment Date" means a date on which a payment is to be made under Section
2(a)(i) with respect to a Transaction.

"Set-off' means set-off, offset, combination of accounts, right of retention or withholding or
sirnilar right or requirement to which the payer of an amount under Section 6 is entitled or
subject (whether arising under this Agreement, another contract, applicable law or otherwise)
that is exercised by, or imposed on, such payer.

"Settlement Amount" means, with respect to a party and any Early Termination Date, the sum
of:

(@) the Market Quotations (whether positive or negative) for each Terminated
Transaction or group of Terminated Transactions for which a Market Quotation is
determined; and
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(b) such party's Loss (whether positive or negative and without reference to any
Unpaid Amounts) for each Terminated Transaction or group of Terminated
Transactions for which a Market Quotation cannot be determined or would not in (in
the reasonable belief of the party making the deamination) produce a commercially
reasonable result.

"Specified Entity" means

in relation to GSMMDP for the purpose of Sections 5(a)(v), 5(a)(vi), S(a)(vii), and
5(b)(ii), not applicable, and

in relation to Counterparty for the purpose of Sections 5(a)(v), 5(a)(vi), S(a)(vii), and
5(b)(ii), not applicable.

"Specified Indebtedness” means any obligation (whether present or future, contingent or
otherwise, as principal or surety or otherwise) in respect of borrowed money.

"Specified Transaction" means (a) any transaction (including an agreement with respect
thereto) now existing or hereafter entered into (i) with respect to GSMMDP, between
GSMMDP and Counterparty (or any Credit Support Provider of Counterparty or any
applicable Specified Entity of Counterparty) and (ii) with respect to Counterparty, between
Counterparty and GSMMDP (or any Credit Support Provider of Counterparty or any
applicable Specified Entity of Counterparty) which is a rate swap transaction, basis swap,
forward rate tramsaction, commodity swap, commodity option, equity or equity index swap,
equity or equity index option, bond option, interest rate option, foreign exchange transaction,
cap transaction, floor transaction, collar transaction, currency swap transaction, cross-currency
rate swap transaction, currency option or any other similar transaction (including any option
with respect to any of these transactions), (b) any combination of these transactions and (c) any
other transaction identified as a Specified Transaction in this Agreement or the relevant
Confirmation.

"System " means The University of Texas System Revenue Financing System established in the
Master Resolution.

"Telerate" means, when used in connection with any designated page and any Floating Rate
Option, the display page so desigpated on the Dow Jones Telerate Service (or such other page
as may replace that page on that service, or such other service as may be nominated as the
information vendor, for the purpose of displaying rates or prices comparable to that Floating
Rate Option).

"Term" means the period commencing on the Effective Date of a Transaction and ending on
the Termination Date of the Transaction.

"Terminated Transactions" means with respect to any Early Termination Date (a) if resuiting
from a Termination Event, all Affected Transactions and (b) if resuiting from an Event of
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Default, all Transactions (in either case) in effect immediately before the effectiveness of the
notice designating that Early Termination Date (or, if "Automatic Early Termination" applies,
immediately before the Early Termination Date).

"Termination Date” means the date specified as such for a Transaction, which date is the last
day of the Term of the Transaction. The Termination Date shall not be subject to adjustment
in accordance with any Business Day Convention unless the parties specify in a Confirmation
that the Termination Date will be adjusted in accordance with a specified Business Day
Convention.

"Termination Evemt" means an Illegality, a Credit Event Upon Merger or an Additional
Termination Event. '

"Termination Rate" means a rate per annum equal to the arithmetic mean of the cost (without
proof or evidence of any actual cost) to each party (as certified by such party) if it were to fund
or of funding such amounts.

"Threshold Amount " means U.S. $25,000,000.
"University System " means The University of Texas System.

"Unpaid Amounts" owing to any party means, with respect to an Early Termination Date, in
respect of all Terminated Transactions, the amounts that became payable (or that would have
become payable but for Section 2(a)(iii)) to such party under Section 2(a)(i) on or prior to such
Early Termination Date and which remain unpaid as at such Early Termination Date together
with (to the extent permitted under applicable law) interest, in the currency of such amounts,
from (and including) the date such amounts or obligations were or would have been required to
have been paid or performed to (but excluding) such Early Termination Date, at the Applicable
Rate. Such amounts of interest will be calculated on the basis of daily compounding and the
actual number of days elapsed.

13.  Caps, Collars, Floors and Options.

Notwithstanding the terms of Sections 5 and 6 of this Agreement, if at any time and so
long as one of the parties to this Agreement ("X") shall have satisfied in full all its payment
obligations under Section 2(a)(i} of this Agreement and shall at that time have no future
payment obligations, whether absolute or contingent, under such Section, then unless the other
party ("Y") is required pursuant to appropriate proceedings to return to X or otherwise returns
to X upon demand of X any portion of such payment, (a) the occurrence of an event described
in Section 5(a)(i), (ii), (iii}, (iv), (vi), (vii) or (viii) of this Agreement with respect to X, any
Credit Support Provider of X or any Specified Entity of X shall not constitute an Event of
- Default or a Potential Event of Default with respect to X as the Defaulting Party and (b) Y
shall be entitled to designate an Early Termination Date pursuant to Section 6 of this
Agreement only as a result of the occurrence of an Event of Default set forth in Section 5(a)(v)
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of this Agreement with respect to X as the Defaulting Party or a Termination Event set forth in
Section 5(b)(i} of this Agreement with respect to Y as the Affected Party.

14.  Severability.

If any term, provision, covenant, or condition of this Agreement, or the application
thereof to any party or circumstance, shall be held to be invalid or unenforceable (in whole or
in part) for any reason, the remaining terms, provisions, covenants, and conditions hereof shall
continue in full force and effect as if this Agreement had been executed with the invalid or
unenforceable portion eliminated, so long as this Agreement as so modified continues to
express, without material change, the original intentions of the parties as to the subject matter
of this Agreement and the deletion of such portion of this Agreement will not substantially
impair the respective benefits or expectations of the parties hereto; provided, however, that
this severability provision will not be applicable if any provision of Section 2, 5, 6, or 11 (or
any definition or provision in Section 12 to the extent it relates to, or is used in or in
conpection with, any such section) is held to be invalid or unenforceable.

15. Set-off and Terminatéd Transactions.

(i) Notwithstanding any provision to the contrary in this Agreement, in the event of the
declaration of an Early Termination Date, if the Defaulting Party or Affected Party would (but
for the operation of this sentence) be owed amounts under this Agreement in respect of the
Terminated Transactions relating to such Early Termination Date (the "Agreement Amount"),
the Non-defaulting Party or non-Affected Party will be entitled, at its option and in its sole
discretion, without prior notice to the Defaulting Party or Affected Party, to offset the
Agreement Amount against any obligations owed, whether matured, unmatured, contingent, or
otherwise, in United States Dollars, by the Defaulting Party or Affected Party to the Non-
defauiting Party or non-Affected Party other than under this Agreement, (the "Other
Agreement Amount"). The Agreement Amount will be deemed satisfied and discharged to the
extent of any such offset. If an obligation is unascertained, the Non-defaulting Party or non-
Affected Party may in good faith estimate that obligation and set off in respect of the estimate,
subject to such party accounting to the Defaulting Party or Affected Party when the obligation
is ascertained. Nothing in this provision will be effective to create a charge or other security
interest. This provision will be without prejudice, and is in addition to, any right of Setoff,
combination of accounts, lien, or other right to which any party is at any time otherwise
entitled (whether by operation of law, contract, or otherwise).

(ii) Notwithstanding any provision to the contrary in this Agreement, the Non-
. defaulting Party or non-Affected Party shall not be required to pay to the Defaulting Party or
Affected Party the Agreement Amount unless and until the Non-defaulting Party or non-
Affected Party receives confirmation satisfactory to it in its sole discretion that: (A) each
Specified Transaction has matured or been terminated and all obligations due and payable by
the Defaulting Party or Affected Party under each such Specified Transaction have been fully
and finally performed; and (B) all other obligations of any kind whatsoever (whether pursuant
to Specified Indebtedness or otherwise and whether matured, unmatured, absolute, contingent,

-34-

BAAC - 114



or otherwise) of the Defaulting Party or Affected Party to make any payments or deliveries to
the Non-defaulting Party or non-Affected Party which are or may be due and payable have
been fully and finally performed.
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IN WITNESS WHEREOF the parties have executed this document on the respective dates
specified below with effect from the date specified on the first page of this document.

GOLDMAN SACHS MITSUI MARINE
DERIVATIVE PRODUCTS, L.P.

By: GSMMDPGP, INC.
General Partner

By:
Name:
Title:
Date:

By:
Name:
Title:
Date:
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EXHIBIT
[Form of Counterparty's Opinion]

[Letterhead of Counterparty's Outside Legal Counsel]

, 199
[SUBJECT TO COMPLETION]

[Addressee]
85 Broad Street
New York, New York 10004
Ladies and Gentlemen:

We are attorneys admitted to practice in the State of and are
generally familiar with the affairs of ("Counterparty"). We have examined

and are familiar with (i) the documents relating to the creation, authorization, organization,
existence, and operation of Counterparty, (ii) the Master Agreement dated as of

between Counterparty and [Addressee (“Addressee”™)] (the "Swap Agreement"), (iii) the
Confirmation dated as of between Counterparty and [Addressee] (the
"Confirmation) (the Swap Agreement and Confirmation being collectively referred to as the
"Agreement"), (iv) all necessary documentation of Counterparty relating to the authorization,
execution, delivery, and performance of the Agreement, and (v) such other records and
instruments as we deemed advisable.

Based upon the foregoing, we are of the opinion that:

1. Counterparty is duly organized, validly existing, and in good standing
under the laws of .

2. Counterparty has the power pursuant to the Authorizing Law to execute
this Agreement and any other documentation relating to this Agreement to which it is a party,
to deliver this Agreement and any other documentation relating to this Agreement that it is
required by this Agreement to deliver and to perform its obligations under this Agreement and
any obligations it has under any Credit Support Document to which it is a party and has taken
all necessary action and has made all necessary determinations and findings to authorize such
execution, delivery and performance, the individual(s) executing and delivering this Agreement
and any other documentation (including any Credit Support Document) relating to this
Agreement to which it is a party or that it is required to deliver are duly empowered and
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authorized to do so, and it has duly executed and delivered this Agreement and any Credit
Support Document to which it is a party,

3. Such execution, delivery and performance do not violate, conflict with,
or constitute a breach of or default under, any law applicable to Counterparty, any provision of
its constitutional documents, any order or judgmemt of any court or other agency of
government applicable to it or any of its assets or any contractual restriction binding on or
affecting it or any of its assets. Counterparty is not in violation or breach of or default under
any law applicable to Counterparty, any provision of its constitutional documents, any order or
judgment of any court or other agency of government applicable to it or any of its assets or any
contractual restriction binding on or affecting it or any of its assets which could adversely
affect the Agreement or any other documentation (including any Credit Support Document)
relating to this Agreement to which it is a party or that it is required to deliver, the legality,
validity, binding effect, or enforceability thereof, the ability of Counterparty to perform its
obligations thereunder, or the financial condition or operations of Counterparty.

4 All governmental and other consents that are required to have been
obtained by Counterparty with respect to this Agreement or any Credit Support Document to
which Counterparty is a party have been obtained and are in full force and effect and all
conditions of any such consents have been complied with.

5. The Agreement and any Credit Support Document to which Counterparty
is a party have been duly authorized, executed, and delivered by Counterparty, and the
obligations of Counterparty under this Agreement and any such Credit Support Document
constitute its legal, valid and binding obligations, enforceable in accordance with their
respective terms (subject to applicable bankruptcy, reorganization, insolvency, moratorium or
similar laws affecting creditors’ rights generally and subject, as to enforceability, to equitable
principles of general application (regardless of whether enforcement is sought in a proceeding
in equity or at law)). '

6. There is not pending or, to the knowledge of such counsel, threatened against
Counterparty or against any Credit Support Provider of Counterparty or any entity designated
as a Specified Entity of Counterparty for purposes of [Section 5(a)(vii)] of the Agreement (nor
to the knowledge of such counsel is there any basis for), any action, suit or proceeding at law
or in equity or before any court, tribunal, governmental body, agency or official or any
arbitrator that is likely to affect the legality, validity or enforceability against it of this
Agreement or any Credit Support Document to which it is a party or its ability to perform its
obligations under this Agreement or such Credit Support Document.

Very truly yours,
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ACTUAL BOND RATE SWAP CONFIRMATION - Draft as of January 11, 1999

To: The Board of Regents of The University of Texas System
Phone No.:[ ]
Facsimile No.:[ ]

From: Calvin R. Carver

Phone No: (212) 802-8257

Bradley W. Wendt

Phone No: (212) 902-6477

Facsimile No: (212) 3464281

Goldman Sachs Mitsui Marine Derivative Products, L.P.

Date: [ ]
Subject: Swap Transaction NUUO {090000A00)

ccC: _Goldman, Sachs & Co.
Swap Administration

The purpose of this communication is to set forth the terms and conditions of the swap
transaction entered into on the Trade Date specified below (the "Swap Transaction”) between Goldman
Sachs Mitsui Marine Derivative Products, L.P. {"Goldman") and the Board of Regents of The University of
Texas System ("Counterparty”). This Swap Transaction constitutes a Swap Transaction under, and this
communication constitutes a "Confirmation” as referred to in, the Swap Agreement specified below.

1. Goldman and Counterparty have entered into a Master Agreement dated as of [ ]
{the ASwap Agreement=). This Confirmation supplements, forms a part of, and is subject to, such Swap
Agreement. This Confirmation is subject to, and incorporates, the 1991 ISDA Definitions (the "1991
Definitions") and the 1992 ISDA U.S. Municipal Counterparty Definitions (the "Municipal Definitions"),
each published by the International Swaps and Derivatives Association, Inc. ("ISDA"). Ali references to
“Swap Transactions” in the 1891 Definitions will be deemed to be referenced to "Transactions.” In the
event of any inconsistency between the 1891 Definitions and the Municipal Definitions, the 1991
Definitions will control for purposes of the Transaction to which this Confirmation relates. In the event of
any inconsistency between the terms and provisions used in this Confirmation and those found in the
1991 Definitions and the Municipal Definitions, the terms and provisions of this Confirmation will control
for purposes of the Transaction to which this Confirmation relates.

2. The terms of the particular Swap Transaction to which this Confirmation refates are as
follows:

Trade Date: [ 1

Effective Date: { i
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Notional Amount:

Termination Date:
Fixed and Floating Amount

Payment Dates:

Fixed and Floating Amount
Period End Dates:

Floating Amounts:

Floating Rate Payor:

Fioating Rate Index:

Actual Bond Rate

Alternate Index:

Floating Rate I

Floating Rate |
Day Count Fraction;

Floating Rate | Reset Dates:

Floating Rate | Compounding:

Floating Rate | Averaging:

Floating Rate | Method
of Averaging:

Calculation Notional
Period Amount
[To Come]

[ 1. Subject to Optional Termination as provided in
Sections 4 and 5 below.

[Quarterly], each[ .1 1.[ land[ ], commencing
[ ]and ending on the Termination Date, subject to
adjustment in accordance with Modified Following
Business Day convention.

[Quarterlyl, each[ 1.[ 1.[ ] and[ ], commencing
[ ]and ending on the Termination Date, not subject
to adjustment.

Goldman

Either the Actual Bond Rate or the Alternate Index.
The initial Floating Rate Index shall be the Actual
Bond Rate subject to conversion as described in
Section 3. ’

The actual amount of interest accrual on the Board of
Regents of The University of Texas System Revenue
Financing System Refunding Bonds, Series 2001 (the
"Bonds"} relating to the Notional Amount of this Swap
Transaction. |

Floating Rate | or Floating Rate |1, as selected by
Goldman.

The Bond Market Association Municipal Swap
Index™, formerly the PSA Municipal Swap Index™,
(the BMA Index) [minus/plus ___%)].

Actual/Actual

Every Thursday or if any Thursday is not a Business
Day, the first succeeding Business Day,

Inapplicable

Applicable

Weighted Average
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Floating Rate | Indexing Agent:

Additional BMA Index Criteria:

Floating Rate II:

CP Index:

Municipal Market Data

The BMA Index shall be based upon weekly yield
evaluations at par of tax-exempt state and local
government bonds, utilizing the criteria established
by The Bond Market Association {ABMA=} for the
BMA tndex and as modified from time to time by
BMA. The specific issuers included among the
component issuers may be changed from time to
time by the indexing Agent in its discretion, subject to
the then-current BMA Index criteria.

If the Indexing Agent no longer publishes an index
satisfying the requirements of the preceding
paragraph, Goldman shall be appointed as the
successor Indexing Agent hereunder, and shall
determine the BMA Index on each Reset Date upon
consultation with Counterparty. The BMA Index so
determined shall equal the prevailing rate determined
by Goldman for tax-exempt state and local
government bonds meeting criteria determined in
good faith by Goldman to be comparable under the
circumstances to the criteria used by BMA. If the
indexing Agent fails or is unable 1o make available
the BMA Index for any Reset Date, Goldman shalt
determine the BMA Index in the manner specified in
the preceding sentence until the indexing Agent
makes avaitable the BMA Index specified above.

CP Index multiplied by the Floating Rate I
Percentage

Means the rate for a Reset Date will be the Money
Market Yield of the rate set forth in H.15(519) for that
day opposite the Designated Maturity under the
caption “Commercial Paper - Nonfinancial”. If on the
Calculation Date for a Calculation Period such rate
for a Reset Date in that Calculation Period is not yet
published in H.15(519), the rate for that Reset Date
will be the Money Market Yield of the rate set forth in
Composite 3:30 P.M. Quotations for U.S.
Govermnment Securities for that day in respect of the
Designated Maturity under the caption” Commercial
Paper - Nonfinancial” {(with a Designated Maturity of
one month or three months being deemed to be
equivalent to a Designated Maturity of 30 days or 90
days, respectively). If on the Calculation Date for a
Calculation Period the appropriate rate for a Reset
Date in that Calculation Period is not yet published in
either H.15(519) or Composite 3:30 P.M. Quotations
for U.S. Government Securities, the rate for that
Reset Date will be determined as if the parties had
specified “USD-CP-Reference Dealers” as the
applicabie Floating Rate Option. As used herein,
“USD-CP-Reference Dealers” means that the rate for
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a Reset Date will be the Money Market Yield of the
arithmetic mean of the offered rates of the Reference
Dealers as of 11:00 a.m., New York City time, on that
day for U.S. Dollar commercial paper of the
Designated Maturity placed for industrial issuers

whose bond rating is “Aa” or the equivalent from a
nationally recognized rating agency.

Floating Rate |l Spread: None
Floating Rate I Designated Maturity 90 days

Floating Rate Il .
Day Count Fraction: Actual/360

Floating Rate 1|
Reset Dates: Every day or if any day is not a Business Day, the
first succeeding Business Day.

Floating Rate Il Compounding: Inapplicable
Floating Rate |l Averaging: Applicable
Floating Rate Il

Method of Averaging: Weighted Average

Floating Rate Il

Percentage: 65%

Fixed Amounts:

Fixed Rate Payor: Counterparty

Fixed Rate: [ 1%

Fixed Rate Day Count Fraction: 30/360
Calculation Agent; Goldman
Business Days: New York
Govemning Law: As provided in Swap Agreement
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3. Alternate Index:

3a.

Gotdman Option to Convert to Floating Rate |

Goldman has the option to cause the Floating Rate Index to be convented to Floating Rate | at
any time one or more of the following events have occurred:

(i)

(i
(iif)
(iv)

v)
(vi)

The aggregate outstanding principal amount of the Bonds is not at least equal to the then
applicable Notional Amount of this Swap Transaction.

The auction or floating rate mode then in effect on the Bonds is not either a daily, weekly, or
28-day mode nor another mode which is acceptable to Goldman.

The credit ratings on the Bonds {not Counterparty's underiying credit ratings on the Bonds)
are below or fall below AA- or A-1+ by Standard & Poor’s, as applicable, or Aa3 or VMIG1
by Moody's, as applicable.

Counterparty's unenhanced long-term credit ratings are below A- by Standard & Poor’s or
A3 by Moody’s

A failed auction or draw on the liquidity facility, if any, with respect to the Bonds, or a
purchase of tendered Bonds by the Counterparty has occurred or is occurring.

A market disruption in general or with respect to trading of the Bonds has occurred or is
occurring, for a period of at least 20 days, which, in the opinion of Goldman, in consuitation
with Counterparty, has materially adversely affected the trading performance of the Bonds

(vii) A fixed rate conversion with respect to the Bonds {in whole or part) has occurred.
{viii} The Remarketing Agent, as defined in the Eighth Supplemental Resolution, is repiaced

(ix)

(x)

3b.

without the prior written consent of Goldman

Upon the sole determination by Gotdman (which determination shalt be supported by
empirical data} that the Bonds are no longer trading at their historical spread to the BMA
Index as a result of the Remarketing Agent’s actions or inactions, and (ii) Counterparty has
failed to replace the Remarketing Agent, or any replacement Remarketing Agent, as defined
in the Bond Documents, with another Remarketing Agent acceptable to Goldman within 15
days following notice to Counterparty from Goldman of such determination. If a replacement
Remarketing Agent is not appointed within 15 days, the Floating Rate index shall reconvert
to the Actual Bond Rate at such time that a replacement Remarketing Agent is appointed. To
the extent that a replacement Remarketing Agent is appointed, this paragraph shall remain
enforceable by Goldman.

A default by Counterparty under the Swap Agreement or on the Bonds has occurred and is
continuing after any applicabie grace period has elapsed.

Counterparty Option to Convert from Ficating Rate | to Actual Bond Rate

Counterparty has the option to cause the Floating Rate Index to be converted from Floating Rate
| to the Actual Bond Rate at any time if the event permitting Goldman to exercise the option described in
Section 3a. ceases or is otherwise cured. In such case, Goldman shall regain its conversion rights
described in Section 3a.

3c.

Goldman Option to Convert to Fioating Rate ||

Goldman has the option to cause the Floating Rate Index to be converted to Fioating Rate 1l

(from either Actual Bond Rate or Floating Rate I) with respect to the entire transaction at any time if one
or more of the following conditions exist:

(i} A nationally recognized bond counsel mutually acceptable to Goldman and Counterparty
would not issue an "unqualified” opinion as 1o the tax-exempt status generally of any of the Bonds under
Section 103 of the Tax Code.
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(i) Counterparty is advised in writing by the Commissioner or any District Director of the Internal
Revenue Service, or the Intemal Revenue Service issues 3 statutory notice of deficiency or similar notice
to any holder ar former holder of the Bonds, to the effect that interest on the Bonds received by any
holder or former holder thereof is includable in gross income for federal income tax purposes under
Section 103 of the Tax Code.

(i) By reason of enacted legisiation, constitutional amendment, judicial decision or decree, or
any order, ruling (public or private), regulation or official release of the Department of the Treasury or the
internal Revenue Service, of any successors thereto either:

{1) the 60-day arithmetic mean of the BMA Index as a percentage of the 60-day arithmetic
mean of the CP Index measured over the same period has exceeded 80%; or

{2) the 90-day arithmetic mean of the BMA Index as a percentage of the 90-day arithmetic
mean of the CP index measured over the same period has exceeded 75%.

3d. For any day that the Actual Bond Rate is not in effect, the Alternate Index shall be in effect.

4. Counterparty Termination Option

Counterparty has the option to terminate and cancel this Swap Transaction, in whole but not in
part, on any Business Day, upon at least thirty business day’s notice to Goldman. Such termination shall
constitute an Additional Termination Event under the Swap Agreement with Counterparty as the sole
Affected Party and this Transaction as the sole Affected Transaction. Following any such early
termination and payment of any amounts due, the parties shall be relieved of all further payment and
other obligations hereunder. Notwithstanding anything to the contrary in this section, Counterparty will not
exercise this termination option if a payment would be payable by Counterparty to Goldman uniless
Counterparty provides evidence reasonably satisfactory to Goldman that: {a) such payment will be made
by Counterparty on the Optional Termination Date, and (b) such payment will not cause Counterparty to
be in violation of, or in default of, any material obligation under, any Covered Document or any other
material agreement of Counterparty.

5. Credit Related Termination Events

(i) The following shall constitute Additional Termination Events with respect to which
Goldman shall be the Affected Party and Counterparty may designate an Early Termination Date:

{a) Goldman receives ratings below AA from Standard & Poor’'s and Aa2 from Moody's on its
unsecured, unenhanced long-term debt (or financial program ratings, as applicable); or

{b) Goldman does not maintain at least one published unsecured, unenhanced long-term
debt rating (or financial program rating, as applicable) from either Moody's or Standard & Poor's.

If (a) or {b) above occurs, Goldman, at its option, may eliminate the Additional Termination
Event condition by securing and maintaining a replacement credit acceptable to Counterparty, such
acceptance not to be unreasonably withheld, including but not restricted to (i) an affiliate of Goldman with
qualifying ratings, or (i) collateral, within two business days. The requisite documentation for (i) or (if)
must be completed in no more than 15 days following an event described in (a) or {b) to eliminate the
Additional Termination Event condition.

(i) The following shall constitute Additional Termination Events with respect to which the
Counterparty shall be the Affected Party and Goldman may designate an Early Termination Date:

(a) Counterparty receives ratings on its unenhanced Parity Debt (as defined in the Swap
Agreement) below AA from Standard & Poor's and Aa2 from Moody's; or
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{b) Counterparty does not maintain at least one rating from either Meody’s or Standard &

Poor’s for its unenhanced Parity Debt. This rating can be evidenced either through a publicly
disseminated published rating or an unpublished private credit assessment,

If (a) or (b) above occurs, Counterparty, at its option, may eliminate the Additional Termination
Event condition by securing and maintaining a replacement credit acceptable to Goldman, such
acceptance not to be unreasonably withheld, including; but not restricted to: {i) swap surety policy, (ii}
letter of credit, or (iii) collateral. Evidence of a binding commitment for {i} or (ii), or the collateral for (iii)
must be provided within two business days following an event described in (a) or (b} to eliminate the
Additional Termination Event condition, The requisite documentation for (i), (ii) or (iii} must be completed
in no more than 15 days following an event described in (a) or (b) to eliminate the Additional Termination
Event condition.

6. Documentation: Swap Agreement.
7. Account Details:

Payments to Goldman:

For the Account of: Goeldman Sachs Mitsui Marine Derivative Products, L.P.
Name of Bank: Chase Manhattan Bank, New York

Account No: 930-1-034733

Fed ABA No: 021000021

Goldman Settlernents: Sukwon Lee

Swap Operations

Goldman Sachs Mitsui Marine Derivative Products, L.P.
Telephone No: 212-902-2686

Facsimile No; 212-902-5692

Payments to Counterparty: In accordance with Counterparty’s written instructions 1o
be forwarded to Goldman immediately. Goldman shali
make no paymenis without having received such
instructions.

8. Offices:

{a) The Office of Goldman for this Swap Transaction is 85 Broad Street, New York, New
York 10004,

{b) The Office of Counterparty for this Swap Transaction is Office of Finance, 201 West 7"
Street, Austin, Texas 78701.
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9. Please check this Confirmation, Reference Number NUUG {D90000A00), carefully
and immediately upon receipt 50 that errors or discrepancies can be promptly identified and rectified.
Piease confirm that the foregoing correctly sets forth the terms of the agreement between Goldman and
Counterparty with respect to the particular Swap Transaction to which this Confirmation relates by signing
in the space provided below and immediately returning a copy of the executed Confirmation to Swap
Administration, Goldman Sachs Mitsui Marine Derivative Products, L.P., Facsimile No. 212-902-5692,

Goldman Sachs Mitsui Marine Derivative Products, L.P. is very pleased to have executed this
transaction with Counterparty. :
Very truly yours,

Goldman Sachs Mitsui Marine Derivative
Products, L.P.

By: GSMMDPGP, Inc.,
General Partner

By:

Calvin R. Carver
Vice President

Agreed and Accepted By:
The Board of Regents of The University of Texas System

By:

Name:
Title:

BAAC - 126



BMA SWAP CONFIRMATION — Draft as of January 11, 1999

To: The Board of Regents of The University of Texas System
Phone No.: | ]
Facsimile No.: [ ]

From: Calvin R. Carver
Phone No: (212) 902-8257 .
Bradley W. Wendt
Phone No: (212) 902-6477
Facsimile No: (212) 346-4281
Goldman Sachs Mitsui Marine Derivative Products, L.P.

Date: [ ]
Subject: Swap Transaction NUUS {0S0C00A00)
ccC: Goldman, Sachs & Co.

Swap Administration

The purpose of this communication is to set forth the terms and conditions of the swap transaction entered
into on the Trade Date specified below (the "Swap Transaction”) between Goldman Sachs Mitsui Marine
Derivative Products, L.P. ("Goldman") and the Board of Regents of The University of Texas. ("Counterparty").
This Swap Transaction constituies a Swap Transaction under, and this communication constitutes a
“Confirmation” as referred to in, the Swap Agreement specified below.,

1. Goldman and Counterparty have entered into a Master Agreement dated as of [ ]. This
Confirmation supplements, forms a part of, and is subject to, such Swap Agreement. This Confirmation is
subject to, and incorporates, the 1991 ISDA Definitions {the "1991 Definitions") and the 1992 !SDA U.S.
Municipal Counterparty Definitions (the "Municipal Definitions"), each published by the Internationa!l Swaps
and Derivatives Association, Inc. ("ISDA™). All references to "Swap Transactions” in the 1991 Definitions will
be deemed to be referenced to "Transactions.” in the event of any inconsistency between the 1991
Definitions and the Municipal Definitions, the 1991 Definitions will control for purposes of the Transaction {o
which this Confirmation relates. In the event of any inconsistency between the terms and provisions used in
this Confirmation and those found in the 1991 Definitions and the Municipa! Definitions, the terms and
provisions of this Confirmation will control for purposes of the Transaction to which this Confirmation relates.

2. The terms of the particular Transaction to which this Confirmation relates are as follows:
Trade Date: . [ ]
Effective Date: [ ]

BAAC - 127



Notional Amount:

Termination Date:

Fixed and Floating Amount
Payment Dates:

Fixed and Floating Amount

Period End Dates:

Floating Amounts:
Floating Rate Payor:
Floating Rate Index:
Floating Rate Day
Count Fraction:

Reset Dates:

Compounding:
Averaging:
Method of Averaging:

Indexing Agent:

Additionai BMA Index Criteria:

i

Calculation . Notional

Period ) Amount
{To Come]

[ 1. Subject to Optional Termination as provided in Sections
3 and 4 below.

[Quarterly], each[ },[ L.[ land[ ], commencing[ ]and
ending on the Termination Date, subject to adjustment in
accordance with Modified Following Business Day
convention.

{Quarterly], each [ 1,[ 1.[ ]and[ ], commencing|[ ]and
ending on the Termination Date, not subject to adjustment,

Goldman

The BMA Municipal Swap Index™ ~, formerly the "PSA
Municipal Swap Index™", (the "BMA index") as defined
below).

Actual/Actual

Every Thursday or if any Thursday is not a Business Day,
the first succeeding Business Day.

Inapplicable
Applicable

Weighted Average
Municipat Market Data

The BMA Index shall be based upon weekly yield
evaluations at par of tax-exempt state and local government
bonds, utilizing the criteria established by The Bond Market
Association (ABMAz) for the BMA Index and as modified
from time to time by BMA. The specific issuers included
among the component issuers may be changed from time to
time by the Indexing Agent in its discretion, subject to the
then-current BMA Index criteria.

If the Indexing Agent no longer publishes an index satisfying
the requirements of the preceding paragraph, Goldman shall
be appointed as the successor Indexing Agent hereunder,
and shall determine the BMA Index on each Reset Date
upon consultation with Counterparty. The BMA Index so
determined shall equal the prevailing rate determined by
Goldman for tax-exempt state and local government bonds
meeting criteria determined in good faith by Goldman to be
comparable under the circumstances to the criteria used by
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BMA. If the Indexing Agent fails or is unable to make
available the BMA Index for any Reset Date, Goldman shall
determine the BMA Index in the manner specified in the
preceding sentence until the {ndexing Agent makes available
the BMA Index specified above,

Fixed Amounts:

Fixed Rate Payor: Counterparty
Fixed Rate: X.XX%
Fixed Rate Day Count Fraction: 30/360
Calculation Agent: Goldman
Business Days: New York
Governing Law: As provided in Swap Agreement
3 Counterparty Termination Option

Counterparty has the option to terminate and cancel this Swap Transaction, in whale but not in part,
on any Business Day, upon at least thirty business day's notice to Goldman. Such termination shall constitute
an Additional Termination Event under the Swap Agreement with Counterparty as the sole Affected Party, this
Transaction as the sole Affected Transaction. Following any such early termination and payment of any
amounts due, the parties shall be relieved of all further payment and other obligations hereunder.
Notwithstanding anything to the contrary in this section, Counterparty will not exercise this termination option
if a payment would be payable by Counterparty to Goldman unless Counterparty provides evidence
reasonably satisfactory to Goldman that: (a) such payment will be made by Counterparty on the Optional
Termination Date, and (b) such payment will not cause Counterparty to be in violation of, or in default of, any
material obligation under, any Covered Document or any other material agreement of Counterparty.

4, Credit Related Termination Events

() The following shall constitute Additional Termination Events with respect to which Goldman
shall be the Affected Party and Counterparty may designate an Early Termination Date:

(a) Goldman receives ratings below AA from Standard & Poor’s and Aa2 from Moody S on its
unsecured, unenhanced long-term debt (or financial pregram ratings, as applicable); or

(b) Goldman does not maintain at least one published unsecured, unenhanced long-term debt
rating (or financial program rating, as applicable) from either Moody's or Standard & Poor's.

If (a) or (b) above occurs, Goldman, at its option, may eliminate the Additional Termination Event
condition by securing and maintaining a replacement credit acceptable to Counterparty, such acceptance not
to be unreasonably withheld, including but not restricted to (i) an affiliate of Goldman with qualifying ratings, or
(ii) collateral, within two business days. The requisite documentation for (i} or {ii) must be completed in no
more than 15 days following an event described in (a) or (b) to eliminate the Additional Termination Event
condition.

(i) The following shall constitute Additional Termination Events with respect 1o which the
Counterparty shall be the Affected Party and Goldman may designate an Early Termination Date;

(a) Counterparty receives ratings on its unenhanced Parity Debt (as defined in the Swap
Agreement) below AA from Standard & Poor's and Aa2 from Moody’s; or

{(b) Counterparty does not maintain at least one rating from either Moody's or Standard & Poor’s
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for its unenhanced Parity Debt. This rating can be evidenced either through a publicly disseminated published
rating or an unpublished private credit assessment.

If {a) or (b} above occurs, Counterparty, at its option, may eliminate the Additional Termination Event
condition by securing and maintaining a replacement credit acceptable to Goldman, such acceptance not to
be unreasonably withheld, including, but not restricted to: (i) swap surety policy, (ii) letter of credit, or (iii}
collateral. Evidence of a binding commitment for (i) or (i), or the collateral for (i} must be provided within two
business days following an event described in (a) or {b) to eliminate the Additional Termination Event
condition. The requisite documentation for (i), {ii) or (iii) must be completed in no more than 15 days following
an event described in {a) or (b) to eliminate the Additional Termination Event condition.

5. Documentation: Swap Agreement.
6. Account Details:
Payments to Goldman:
For the Account of: Goldman Sachs Mitsuj Marine Derivative Products, L.P.
Name of Bank: Chase Manhattan, N.Y.
Account No.:  930-1-034733
Fed. ABA No.: 0210000021
Goldman Settlements: Sukwon Lee
Swap Operations
Goldman Sachs Mitsui Marine Derivative Products,L.P. -
Telephone No; 212-902-2686
Facsimile No: 212-902-5692
Payments to Counterparty: In accordance with Counterparty's written instructions to be
forwarded to Goldman immediately. Goldman shall make no
payments without having received such instructions.
7. Offices:

{a) The Office of Goldman for this Swap Transaction is 85 Broad Street, New York, New York
10004,

(b) The Office of Counterparty for this Swap Transaction is Office of Finance, 201 West 7"
Street, Austin, Texas 78701.
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8. Piease check this Confirmation, Reference Number NUUO {080000A00) carefully and
immediately upon receipt so that errors or discrepancies can be promptly identified and rectified. Please
confirm that the foregoing correctly sets forth the terms of the agreement between Goldman and Counterparty
with respect to the particutar Swap Transaction to which this Confirmation relates by signing in the space
provided below and immediately returning a copy of the executed Confirnation to Swap Administration,
Goldman Sachs Mitsui Marine Derivative Products, L.P., Facsimile No. 212-902-5692.

Goldman Sachs Mitsui Marine Derivative Products, L.P. is very pleased to have executed this
transaction with Counterparty.

Very truly yours,

Goldman Sachs Mitsui Marine Derivative Products,
L.P.

By: GSMMDPGP, Inc,
General Partner

By:

Calvin R. Carver
Vice President

Agreed and Accepted By:
The Board of Regents of The University of Texas System

By:

Name: [ ]
Title: ]
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LIBOR SWAP CONFIRMATION — Draft as of January 11, 1999

To: The Board of Regents of The University of Texas System

Phone No.: | ]
Facsimile No.: [ i
From: Calvin R. Carver

Phone No: (212) 902-8257

Bradley W. Wendt

Phone No: (212) 902-6477

Facsimile No: (212) 346-4281

Goldman Sachs Mitsui Marine Derivative Products, L.P.

Date: [ ]
Subject: Swap Transaction NUUS (090000A00)
CccC: Goldman, Sachs & Co.

Swap Administration

The purpose of this communication is to set forth the terms and conditions of the swap transaction entered
into on the Trade Date specified below (the "Swap Transaction") between Goldman Sachs Mitsui Marine
Derivative Products, L.P. ("Goldman") and the Board of Regents of The University of Texas. {"Counterparty”).
This Swap Transaction constitutes a Swap Transaction under, and this communication constitutes a
"Conftrmation™ as referred to in, the Swap Agreement specified below.

1. Goldman and Counterparty have entered into a Master Agreement dated as of[ ]. This
Confirmation supplements, forms a part of, and is subject to, such Swap Agreement. This Confirmation is
subject to, and incorporates, the 1991 ISDA Definitions (the "1991 Definitions™} and the 1992 ISDA U.8,
Municipat Counterparty Definitions (the "Municipal Definitions®), each published by the International Swaps
and Derivatives Asseciation, Inc. ("ISDA"). All references to "Swap Transactions™ in the 1991 Definitions will
be deemed to be referenced to "Transactions.” In the event of any inconsistency between the 1991
Definitions and the Municipal Definitions, the 1991 Definitions will controt for purposes of the Transaction to
which this Confirmation relates. In the event of any inconsistency between the terms and provisions used in
this Confirmation and those found in the 1991 Definitions and the Municipal Definitions, the terms and
provisions of this Confirmation will controt for purposes of the Transaction to which this Confirmation relates.

2. The terms of the particular Transaction to which this Confirmation relates are as follows:
Trade Date: I ]
Effective Date: [ 1
Notional Amount: Catcuiation Notional
Period Amount
[To Come]
Termination Date: [ 1. Subject to Optional Termination as provided in Sections

3 and 4 below.
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A ]
_—

Fixed and Floating Amount
Payment Dates:

Fixed and Floating Amount
Pericd End Dates:
Floating Amounts:

Floating Rate Payor;

Floating Rate Index:

Designated Maturity

Floating Rate Option I
Day Count Fraction:

Reset Daies:

Floating Rate Index
Percentage:

Floating Rate Index Compounding:

Floating Rate Index Averaging:
Fixed Amounts:

Fixed Rate Payor:

Fixed Rate:

Fixed Rate Day Count Fraction:
Calculation Agent:
Business Days:
Goveming Law:

3. Counterparty Termination Option

[Quarterly}, each [ ],[ I.[ land| ]. commencing|...] and
ending on the Termination Date, subject to adjustment in
accordance with Modified Following Business Day
convention.

[Quarterly], each{ 1.[ }.[ ] and[ ]. commencing[ ]and
ending on the Termination Date, not subject to adjustment.

Goldman

USD-LIBOR-BBA multiplied by the Floaling Rate tndex
Percentage

3 months

Actual/360

Quarterly, each February 15, May 15, August 15 and
November 15

67%

Inapplicabte

Inapplicable

Counterparty
XXX%
30/360
Goldman
New York

As provided in Swap 'Agreement

Counterparty has the option to terminate and cancel this Swap Transaction, in whole but not in part,
on any Business Day, upon at least thirty business day's notice to Goldman. Such termination shall constitute
an Additional Termination Event under the Swap Agreement with Counterparty as the sole Affected Party, this
Transaction as the sole Affected Transaction. Foltlowing any such early termination and payment of any
amounts due as set forth above, the parties shall be relieved of all further payment and other abligations
hereunder. Notwithstanding anything to the contrary in this section, Counterparty will not exercise this
termination option if a payment would be payabte by Counterparty to Goldman uniess Counterparty provides
evidence reasonabty satisfactory to Goldman that: (a} such payment will be made by Counterparty on the
Optional Termination Date, and (b) such payment will not cause Counterparty to be in violation of, or in

BAAC -133 -



default of, any material obligation under, any Covered Document or any other material agreement of
Counterparty.

4. Credit Related Termination Events

(i) The following shall constitute Additional Termination Events with respect to which Goldman
shall be the Affected Party and Counterparty may designate an Early Termination Date:

{a) Goldman receives ratings below AA from Standard & Poor’s and Aa2 from Moody's on its
unsecured, unenhanced long-term debt (or financial program ratings, as applicable); or

(b} Goldman does not maintain at least one published unsecured, unenhanced long-term debt
rating (or financial program rating, as applicable) from either Moody's or Standard & Poor's.

If {a) or (b) above occurs, Goldman, at its option, may eliminate the Additional Termination Event
condition by securing and maintaining a replacement credit acceptable to Counterparty, such acceptance not
to be unreasonably withheld, including but not restricted to (i) an affiiiate of Goldman with qualifying ratings, or
(ii) coltateral, within two business days. The requisite documentation for (i) or (ii) must be completed in no
more than 15 days following an event described in (a) or (b) to eliminate the Additional Termination Event
condition.

(i} The following shall constitute Additional Termination Events with respect to which the
Counterparty shall be the Affected Party and Goldman may designate an Early Termination Date:

{a) Counterparty receives ratings on its unenhanced Parity Debt (as defined in the Swap
Agreement) below AA from Standard & Poor’s and Aa2 from Moody's; or

{b) Counterparty does not maintain at least one rating from either Moody's or Standard & Poor's
for its unenhanced Parity Debt. This rating can be evidenced either through a publicly disseminated published
rating or an unpublished private credit assessment.

If {a) or (b) above occurs, Counterparty, at its option, may eliminate the Additional Termination Event
condition by securing and mainiaining a replacement credit acceptable to Goldman, such acceptance not fo
be unreascnably withheld, including, but not restricted to: (i) swap surety palicy, (ii) letter of credit, or {iii)
collateral. Evidence of a binding commitment for (i) or (ii), or the collateral for (iii) must be provided within two
business days following an event described in {(a) or (b) to eliminate the Additional Termination Event
condition. The requisite documentation for (i), (ii) or (iii) must be completed in no more than 15 days following
an event described in (a) or (b) to eliminate the Additional Termination Event condition.

o

Documentation: Swap Agreement.

o

Account Details:
Payments to Goldman:

For the Account of: Goldman Sachs Mitsui Marine Derivative Products, L.P.
Name of Bank: Chase Manhattan, N.Y.
Account No.: 930-1-034733
Fed. ABA No.: 0210000021

Goldman Settlements: Sukwon Lee
Swap Operations
Goldman Sachs Mitsui Marine Derivative Products,L.P.
Telephone No: 212-902-2686
Facsimile No: 212-902-5692

Payments to Counterparty: In accordance with Counterparty's written instructions 1o be
forwarded to Goldman immediately. Goldman shall make no
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Offices:

payments without having received such instructions.

{(a) The Office of Goldman for this Swap Transaction is 85 Broad Street, New York, New York
10004,

(b} The Office of Counterparty for this Swap Transaction is Office of Finance, 201 West 7"
Street, Austin, Texas 78701.

£
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8. Please check this Confirmation, Reference Number NUUCO (090000A00) carefully and
immediately upon receipt so that errors or discrepancies can be promptly identified and rectified. Flease
confirm that the foregoing correctly sets forth the terms of the agreement between Goldman and Counterparty
with respect to the particutar Swap Transaction to which this Confirmation relates by signing in the space
provided below and immediately returning a copy of the executed Confirmation to Swap Administration,
Goldman Sachs Mitsui Marine Derivative Products, L.P., Facsimile No. 212-962-5692.

Goldman Sachs Mitsui Marine Derivative Products, L.P. is very pleased to have executed this
transaction with Counterparty.

Very truly yours,

Goldman Sachs Mitsui Marine Derivative Products,
L.P.

By: GSMMDPGP, Inc.,
General Partner

By:

Caivin R. Carver
Vice President

Agreed and Accepted By:
The Board of Regents of The University of Texas System

By:

Name:; [ ]
Title: [ i
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Swap Agreement
| for
Lehman Brothers Financial Products Inc.
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(Multicurrency—Cross Border)

ISDA.

laternational Swap Dealers Atsocialios. jac

MASTER AGREEMENT

dated as of

and

bave entered and/or anticipate entering into one or more transactions (each & “Transaction™) that are or will
be governed by this Master Agresment, which includes the schedule (the “Schedule™), and the documents
and other confirming evidence (each a “Confumation™) exchanged between the parties confirming those
Transactions.

Accordingly, the parties agree as follows;—
1. Interpretation

(a) Definitions. The terms defined in Section 14 and in the Schedule will bave the meanings therein
specified for the purpose of this Master Agreement

(b) Inconsistency. In the event of any inconsistency between the provisions of the Schedule and the
other provisions of this Master Agreement, the Schedule will prevail, In the event of any inconsistency
between the provisions of any Confirmation and this Master Agreement (including the Schedule), such
Confirmation will prevail for the purpose of the relevant Transaction.

(c) Single Agreement. All Transactions are entered into in reliance on the fact that this Master
Agreement and al! Confirmations form a single agreement between the panies (collectively referred to as
this “Agreement”), and the parties would not otherwise enter into any Transactions.

2. Obligations
(a) Genera! Conditions.

(i) Each party will make each payment or delivery specified in each Confirmation to be made by
it. subject to the other provisions of this Agreement

(ii) Payments under this Agreement will be made on the due date for value on that date in the place
of e account specified in the reievant Confirmation or otherwise pursuant 1o this Agreement, in
freely wansferable funds and in the manner customary for payments in the required currency. Where
seulement is by delivery (that is, other than by paymeant), such delivery will be made for receipt oo
the due date in the manger customary for the relevant obligation unless otherwise specified in the
relevant Confirmation or elsewhere in this AgreemenL

(iii} Eacb obligation of each party under Section 2(a)(i) is subject to (1) the condition precedent
that no Event of Default or Potential Event of Default with respect to the other party bas occurred
and is continuing, (2) the condition precedent that no Early Termination Date in respect of the
relevant Transaction bas occurred or been effectively designated and (3) each other applicable
condition precedent specified in this Agreement.

Copyright © 1992 by Ioiernational Swap Dealars Associntion, Jac.
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(b) Change of Account. Either party may change its account for receiving a paymeunt or delivery by
giving notice to the other party at least five Local Business Days prior to the scheduled date for the pz?ym'ent
or delivery to which such change applies unless such other party gives timely notice of 8 reasonable objection
to such cbange. _

(o) Netting. 1f on any date amounts would otherwise be payable:—
(i) in the same currency; and
(i} in respect of the same Transaction,

by each party to the other, then, oo such date, each party's obligation to make payment of any such amount
will be automatically satisfied and discbarged and, if the aggregate amount that would otherwise have been
payable by one party exceeds the aggregate amount that would otherwiss have been payable by the other
party, replaced by an obligation upon the party by whom the larger aggregate amount would have been
payable to pay to the other party the excess of the larger aggregate amouynt over the smaller aggregate amount.

The parties may elect in respect of two or more Transactions that a net amount will be determined in respect
of all amounts payable on the same date in the same currency in respect of such Transactions, regardless of
whetber suck amounts are payable in respect of the same Transaction. The election may be made in the
Scbedule or a Confirmauon by specifying tbat subparagrapb (ii) above will pot apply to the Transactions
identificd as being subject to the election, together with the starting date (in which case subparagraph (ii)
above will not, or will cease 10, apply to such Transactions from such date). This election may be made
separately for different groups of Transactions and will apply separately to each pairing of Offices through
which the parties make and receive payments or deliveries.

{d Deduction or Withholding for Tax.

(i) Gross-Up. All paymeots under this Agreement will be made withour any deduction or
witbbolding for or on account of any Tax unless such deduction or withholding is required by any
applicable law, as modified by the practice of any relevant goverumental revenue authority, then in
effect. If a party is s0 required 10 deduct or withhold, thea that party (*X™) will:—

(1) promptly notify the other party (*Y™) of such requirement:

(2) pay 1o the relevant autborities the full amount required to be deducted or withheld
{including the full amount required to be deducted or withbeld from any additional amount
paid by X 10 Y under this Secuoo 2(d)) promptly upon the earlier of determining that such
deduction or withholding is required or receiving notice that such amount has been assessed
against Y;

(3) prompuly forward to Y an official receipt (or a certified copy), or otber documentation
reasonably accepuabie to Y, evidencing such payment 10 such authorities; and

{4) if such Tax is an Indemnifiable Tax. pay to Y, in addition to the payment to wbich Y is
otherwise entitled under wis Agreement, such additional amount &s is necessary to ensure that
the net amount actually received by Y (free and clear of Judemnifiable Taxes, whether assessed
against X or Y) will equal the full amount Y would have received bad no such deduction or
withbolding been required. However, X will not be required to pay any additional amount 1o
'Y to Lhe exicot that it would not be required to be paid but fori—

(A) the failure by Y 1o comply with or perform any agreement contained in
Secuion 4(a)i), 4(a)(iii} or 4(d); or

(B) the failure of a representation made by Y pursuant to Section 3(f) to be accurate and
true unless such failure would nol have occurred but for (1) any action taken by a taxing
authoriry, or brought in a court of competent jurisdictios. on or afier the date on which a
Transaction is entered into (regardiess of whether such action is taken or brought with
fespect to & panty (o this Agreement) or (I1) a Cbange in Tax Law,
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(i) Liability. 1f:—
(1) X is required by any applicable law, as modified by the practice of any relevant

governmental revenue autbority, to make any deduction or withholding in respect of which X
would not be required to pay an additional amount o Y under Section 2(d)(i)(4);

{2) X does not 5o deduct or withbold; and
(3) a liability resulting from such Tax is assessed directly against X,

then, except to the extent Y bas satisfied or then satisfies the Liability resulting from such Tax, Y
will promptly pay to X the amount of such liability (including any related liability for interest, but
including any related liability for penalties only if Y bas failed to comply with or perform any
agreement contained in Section 4(a)(i), 4(a)(iii) or 4(d)).

() Default Interest; Other Amounts. Prior to the occurrence or effective designation of an Early
Termination Date in respect of the relevant Transaction, a party that defaults in the performance of any
payment obligation will, to the extent permitted by law and subject to Section 6(c), be required to pay interest
(before as well as after judgment) on the overdue amount to the other panty oo demand in the same curreacy
as such overdue amount, for the period from (and including) the original due date for payment © (but
excluding) the date of actual payment, at the Default Rate. Such interest will be calculated on the basis of
daily compounding and the actuat pumber of days elapsed. If, prior to the ocewrrence or effective designation
of an Early Termipation Date in respect of the relevant Transaction, a party defaults in the performance of
any obligation required to be settled by delivery, it will compensate the other pany on demand if and to the
extent provided for in the relevant Confirmation or elsewhere in this Agreemeat.

3. Representations

Each party represents to the other party (wbich representations will be deemed 1o be repeated by each party
on each date on which a Transaction is eotered into and, in the case of the répresentations in Section 3(f), at
all umes wntil the terminztion of this Agreement) that—

(a) Basic Representations.

(i) Status. It is duly organised and validly existing under the laws of tbe jurisdiction of its
organisauon or incorporation and, if relevant under such laws, in good standing;

(ii) Powers. [t has the power 10 execute this Agreement and any other documentation relating 1o
this Agreement to which it is a pary, to deliver this Agreement and any other documentation relating
10 this Agreement that it is required by this Agreement o deliver and to perform its obligations
" under this Agreement and any obligations it bas under any Credit Suppont Document t which it is
a pany and bas taken all necessary acuon to authorise such execution, delivery and performance;

(iii) No Violation or Conflict. Such execution, delivery and performance do not violate or conflict
with any law applicable 10 it any provision of its constimtional documents, any order or judgmen
of any court or other ageacy of government applicable to it or any of its assets or any contractual
restriction binding on or affecung it or any of its assets;

(iv) Consents. All governmental and other consents that are required to have been obrained by it
with respect w this Agreement or any Credit Suppon Document to which it is a party have been
obtained and are in full force and effect and ali conditions of any such consents bave besn comphcd
with; and

(v) Obligations Binding. lis obligations under this Agreement and any Credit Support Document
to which it is a party constitute its jegal, valid and binding obligations, enforceable in accordane

with their respective terms (subject to applicable bankruptcy, reorganisation, insolvency,
moralorium or similar laws affecting creditors’ rights generally and subject, as 10 enforceability, 1
cquitable principles of general application (regardless of whetber enforcement is sought in a
proceeding in equity or at law)).
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®) Absence of Certain Events. No Event of Default or Potential Event of Default or, to its knowledge.
Termination Event with respect to it has occurred and is continuing and no such event of CifCuImstance would
occur as a cesult of its entering into or performing its obligations under this Agreement Or any Credit Support
Document to which it is a pany. :

() Absence of Litigation. There is pot pending or, 10 its knowledge, threatened against it or any of its
Affiliates any action, suit or proceediag at law or in equity or before a0y coun, tribunal, governmental body,
agency or official or any arbitrator that is likely to affect the legality, validity or enforceability against it of
this Agreement or any Credit Support Document to which it is a party or its ability to perform its obligations
under this Agreement or such Credit Support Documeat

(d) Accuracy of Specified Information. All applicabie information that is furnished in writing by ar oo
bebalf of it to the other party and is identified for the purpose of this Secton 3(d) in the Schedule is, as of
the date of the information, true, accurate and complete in every material respect.

{e) Payer Tar Representation. Each representation specified in the Schedule as being made by it for
the purpose of this Section 3{e) is accurate and true.

£1] Fayee Tax Representations. Each representation specified in the Schedule as being made by it for
the purpose of this Section 3(f) is accurate and true.

4, Agreements

Each party agrees with the other that, so long as either party bas or may bave any cbligation under this
Agreement or uoder any Credit Suppon Document to which it is a party:—

(a) Furnish Specified Inforniatiau. It will deliver to the other party or, in certaip cases under
subparagraph (iii) below, to such government or taxing authority as the otber party reasonably directs:—

(i} any forms, documents or certificates relating to taxation specified in the Schedule or any
Confirmauon;

{ii} any other documents specified in the Schedule or any Confirmation; and

(iii} upon reasonable demand by such other party, any form or document that may be required or
reasonably requested in writing in order to allow such other party or its Credit Support Provider w
make a payment under this Agreement or any applicable Credit Support Document without any
deduction or withbolding for or on account of any Tax or with such deduction or withholding st &
teduced rate {(so long as the completion, execution or submission of such form or document would
not materially prejudice the legal or commercial position of the party in receipt of such demand),
with any such form or document 1o be accurate and completed in a manner reasonably satisfactory
to such otber party and to be executed and 1o be delivered with any reasopably required certification,

in each case by the date specified in the Schedule or suck Confirmation or, if none is specified, as scon as
reasonably practicable.

(b) Maintain Authorisations. It will use all reasonabie efforts to maintin i full force and effect all
consents of any governmental or other authority that are required 1o be obtained by it with respect to this
Agreement or any Credit Support Document to which it is a party and will use all reasonable efforts to obrain
any that may become necessary in the futvre.

{c Comply witk Laws. 1t will comply in all material respects with all applicable laws and orders w
which it may be subject if failure so to comply would materially impair its ability to perform its obligations
under this Agreement or any Credit Support Documest to which it is a party.

(d) Tar Agreement. 1t will pive notice of any failure of a representation made by itunder Sectico 3()
10 be accurate and true promptly upon learning of such failure.

{e) Payment of Stamp Tax. Subject to Sectioz 11, it will pay any Stamp Tax levied or imposed upon
itor in respect of its execution or performance of this Agreement by a jurisdiction in which it is incorporated, -
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organised, managed and controlled, or considered to bave its seat or in which a branch or office through
which it is acting for the purpose of this Agreement is located (“Stamp Tax Jurisdiction™) and will indemnify
the other party against any Stamp Tax levied or imposed upon the other party or in respect of the other party's
execution or performance of this Agreement by any such Stamp Tax Jurisdiction which is not also a Stamp
Tax Jurisdiction with respect to the other party.

s. Events of Default and Termination Events

(a) Events of Default, The occurrence at any time with respect to 2 party or, if a_pplicable, any C_Zredit
Support Provider of such party or any Specified Entity of such party of any of the following events constitutes
an event of default {(an “Event of Defaull™) with respect to such party:—

(i Faiture to Pay or Deliver. Failure by the party to make, when due, a.t.ly.paymenl.undc'r Tthis
Agreement or delivery under Section 2(a)(i) or 2(e) required to be made by it _lf SI_lch failure is not
remedied on or before the third Local Business Day after notice of such failure is given (o the party;

(ii) Breach of Agreement. Failure by the party to comply with or perform any agreement of
obligation (otber than an obligation to make any payment under this Agreement or delivery under
Section 2(a)(i) or 2(e) or to give notice of a Termination Event or any agreemeat or obligation
under Section 4{a)(i), 4(a)(iii} or 4(d)) to be complied with or performed by the party in accordance
with this Agreement if such failure is not remedied on or before the thirtieth day after notice of
such failure is given to the party;

(iii) Credit Support Default

{1} Failure by tbe party or any Credit Suppon Provider of such party to comply with or
perform any agreement or obligation to be complied with or performed by it in accordance
with any Credit Suppont Document if such failure is continuing after any applicable grace
period bas elapsed;

{2) the expiration or termination of such Credit Support Document or the failing or ceasing
of such Credit Support Document to be in full force and effect for the purpose of this Agreement
(in either case other than in accordance with jts terms) prior (o the satisfaction of all obligations
of such party under each Transaction to which such Credit Support Document relates without
the writlen consent of the other party; or

{3) the party or such Credit Suppon Provider disaffirms, disclaims, repudiates or rejects, in
whole or in part, or challenges whe validity of, such Credit Support Document;

{iv} Misrepresentation. A representation (otber than a representation tmder Section 3(e) or (f))
made or repeated or deemed 10 bave been made or repeated by the pany or any Credit Suppon
Provider of such party in this Agreemeat or any Credit Support Document proves to bave been
incotrect or misleading in any matenal respect when made or repeated or deemed (o have been made
or repeated;

(v) Default under Specified Transaction. The party, any Credit Suppont Provider of such party or
any applicable Specified Entty of such panty (1) defaults under 2 Specified Transaction and, after
giving effect w any applicabie notice requirement or grace period, there occurs a liquidation of, an
acceleration of obligations under. or an early termination of, that Specified Transaction, (2) defaults,
after giving effect to any applicable notice requirement or grace period, in making any payment or
delivery due on the Last payment, delivery or exchange date of. or any payment on early termination
of, a Specified Transaction (or such defauli continues for at least three Local Business Days if there
13 no applicable notice requirement or grace period) or (3) disaffirms, disclaims, repudiates or
rejects, in whole or in part, 2 Specified Transaction {or such action is taken by any person or entty
appointed or empowered to operate it o act on its bebalD);

(vi) Cross Default If “Cross Default™ is specified in the Schedule as applying to the pany, the
occurrence or existence of (1) a defaul, event of default or other similar condition or event (however
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described) in respect of such party, any Credit Support Provider of such pasty or any appIic.ablc
Specified Entity of such party under one or more agreements Or instramenis relanng to Specified
lndebizdness of any of them (individually or collectively) in an aggregate amount of not less ma.n
the applicable Threshold Amount {as specified in the Schedule) which bas resulted in suck Specified
Indebtedness becoming, or becoming capahle ar such time of being declared, due and payable under
such agreements or instruments, before it would otherwise have been due and payabie or (2) a d_:fault
by such party, suck Credit Support Provider or such Specified Entty (individually or collectively)
in making one or more payments on the duc date Lhereof @ an aggregate amount of not less than the
applicable Thresbold Amoun: under such agreements or instruments (after giving effect to any
applicable notice requirement or grace period);

(vii) Bankruprey. The panty, any Credit Suppon Provider of such party or any applicable Specified
Entity of sech party:— :

(1) is dissolved (other than pursuzant @ a consolidation, amalgamation or merger); (2) becomes
insolvent or is ungble 0 pay its debts or fails or admits in wrizing its inability generally to pay
its debis as they become due; (3} makes a general assighMment, arrangement Of COMPOsition
with or for the benefit of its creditors; (4) institutes or has instituted against it a proceeding
seeking a judgment of insolvency or bankruptcy or any other relief under any baskruptcy or
insolvency law or other stmilar law affecting creditors’ rights, or a petition is presented for its
winding-up or liquidation, and, in the case of any such proceeding or petition igstituted or
presented against it. such proceeding or petition (A) results in 2 judgment of insplveacy or
bankruptcy or the entry of an order for relief or the making of an order for its winding-up or
liquidation or (B) is nol dismissed, discbarged, stayed or restrained in each case within 30 days
of the institution or presentation thereof; (5) bas a resolution passed for its winding-up, official
management or liquidation (other than pursuant to & consolidation, amalgamation or merger);
(6) seeks or becomes subject to the appointment of an administrator, provisional liquidator,
conservator, receiver, trustee, custodian or other similar official for it or for all or substantially
all its assets; (7} bas a secured party take possession of all or substantially all its assets or bas
a distress, execution, attachment, sequestration or other legal process levied, enforced or sued
on or against all or substantially all its assets and such secured party maintains possession, or
any such process is not dismissed, discharged, stayed or restrained, in each case within 30 days
thereafter; (8) causes or is subject 1o any event with respect to it which, under the applicable
laws of any jurisdiction, bas an analogous effect w any of the events specified in clauses (1)
o {7} (inclusive): or (9) takes any action in furiberance of, or indicating its consent (o, approval
of. or acquiescence in, any of the foregoing acts: or

(viii) Merger Without Assumption. Tbe pany or any Credit Support Provider of such party
consolidates or amalgamates with, or merges with or into, or transfers all or substanually all its assets
0. anotber entity and, at the time of such consolidation, amalgamation, merger or transfer—

(1) the resulting, surviving or transferee entity fails 1o assume all the obligations of such party
or such Credit Suppont Provider under this Agreement or any Credit Suppon Document to
which it or its predecessor was a party by operation of law or pursuant to an agreement
reasonably satisfactory to the other pany 10 this Agreement; or

(2) the benefits of any Credit Support Document fail to extend (without the consent of the
otber panly) to the performance by such resultng. swviving or transferee eatity of its
obligations under this Agreement.

Termination Events. The occurrence at any time with fespect to a party or, if applicabie, any Credit

Support Provider of such pany or any Specified Entity of sucb party of any event specified below constitutes
an lllegality if the event is specified in (i) below, a Tax Event if the event is specified in (ii) below or a Tax
Event Upon Merger if the event is specified in (iii) below, and, if specified to be applicable, a Credit Event
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Upon Merger if the event is specified pursuant to (iv) below or an Additional Termination Event if the event
is specified pursuant 1o (v) below:—

(i) Hlegality. Due to the adoption of, or any change in, any applicable law after the date on which
a Transacuon is entered into, or due to the promulgation of, or any cbange ip, the interpretation by
any court. tribunal or regulatory authority with competent jurisdiction of any applicable law after
such date, it becomes unlawful (other than as a result of a breach by the party of Section 4(b)} for

such party (which will be lhe Aflected Party).—
pary A o paovk the  TBO

(1) to perform any absolute or contingent obligation to make a payment or delivery or to
receive a payment or delivery in respect of such Transaction or to comply with any other

material provision of this Agreement relating to such Transaction; or

(2) to perform, or for any Credit Support Provider of such panty to perform, any contingeat
or otber oblipation which the party (or such Credit Support Provider) bas under any Credit
Support Document relating to such Transaction;

(i) Tar Event. Due to (x) any action taken by a taxing authority, or brought in a court of competent
jurisdiction, on or after the date on which a Transaction is entered into (regardiess of whether such
action is taken or brought with respect (o a party to this Agreement) or (y) a Change in Tax Law,
the party (which will be the Affected Party) will, or there is & substantial likelibood that it will, on
the next succeeding Scheduled Payment Date (1) be required to pay to the otber party an additional
amount in respect of an Indemnifiable Tax under Section 2(d}i)(4) (except in respect of interest
under Section 2(e), 6(d)(ii) or 6(e)) or (2) receive a payment from which an amount is required to
be deducted or withheld for or on account of a Tax (except in respect of interest under Section 2(e),
6(d)(ii) or 6(e)) and no additiona) amount is required to be paid in respect of such Tax under
Section 2(d){(i)(4) (otber than by reason of Section 2(d)(iX(4XA) or (B)):

(iii) Tax Event Upon Merger. The party (tbe “Burdened Party™) oo the next succeeding Scheduled
Payment Date will eitber (1) be required 1 pay an additional amount in respect of an Indemnifiable
Tax under Section 2(d)(i)(4) {except in respect of interest under Section 2(e), 6(d)(ii) or 6(e)) or
(2) receive a payment from which an amount bas been deducted or withheld for or on account of
any Indemnifiable Tax in respect of which the other party is not required to pay an additional amount
(other than by reason of Section 2(d}i)(4)A) or (B)). in cither case as a result of a party
consolidaung or amalgamating with. or merging with or into, or transferring all or substantially all
its assets 1o, another estity (which will be the Affected Party) where such action does not constitute
an event described in Section S(a)(viii);

(iv} Credit Event Upon Merger. If *Credit Event Upon Merger™ is specified in the Schedule as applying
1o e party, such pamry (“X7), any Credit Support Provider of X or any applicable Specified Enotity of X
consolidatzs or amalgamates with, or merges with or into, or transfers all or substantially all its assets
Lo, another entity and such action does not constitute an event described in Section 5(a)(viii) but the
crediworthiness of the resulting, surviving or ransferce entity is materially weaker than that of X, such
Credit Support Provider or such Specified Entity, as the case may be, immediately prior to such action
(and, in such event. X or its successor or ransferee, as appropriate, will be the Affected Party); or

(v) Additional Termination Event. If any “Additional Terminatiop Event™ is specified in the

' Schedule or any Confirmation as applying. the occurrence of such event {(and. in such event, the
Affecied Party or Affected Partics shall be as specified for such Additional Termination Event in
the Scbedule or such Confirmation).

(© Event of Default and megd.lizy I an event or circumstance which would otherwise constite or
give nse to an Event of Default also constitutes an Illegality, it wili be treated as an lllega.hly and will not
consutute an Event of DefaulL
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6. Early Termination

(a) Right to Terminate Following Event of Default. If at any time an Event of Defaylt with respect to
a party (the “Defaulting Party™) bas occurred and is then continuing, the other party (the “Non-defaulting
Party™) may, by not more than 20 days notice Lo the Defaulting Party specifying the _relc_vant Evct_n of Default,
designate a day not earlier than the day sucb notice is effective as an Early Tcrmmauon'Dat: in respect of
all outstanding Transactions. If, however, “Automatic Early Termination” is specificd in z._bc Schqulc as
applying to a panty, then an Early Termination Dale in respect of all outstanding Transactions will occur
immediately upon the occurrence with respect to such party of an Event of Default specified in
Section 5(a)(viiX(1), (3), (5), (6) or, to the extent analogous thereto, (8), and as of the time immediately
preceding the institution of the relevant proceeding or the presentation of the relevant petition upon.the
occurtence with respect to such party of an Event of Defaule specified in Section 5(a)(vii)(4) or, to the extent

analogous therero, (8).
((2}] Right to Terminate Following Termination Event.

(i) Notice. If a Termination Event occurs, an Affected Party will, promptly upon becoming aware of
it notify the other party, specifying the nature of that Termination Event and each Affected Transaction
and will also give such other information about that Termination E vent as the other party may reasonably

require.

(ii) Transfer to Avoid Termination Event. If eilber an IHepgality under Section 5(b)(i}(1) or a Tax
Event occurs and there is only one Affected Party, or if a Tax Event Upon Merger occurs and the
Burdened Party is the Affected Party, the Affected Party will, 2s a condition to its right 1o designate
an Early Terménation Date under Section 6(b)iv), use all reasonable efforts (which will ot require
such party 1o incur 2 loss, excluding immaterial, incidental expenses) to transfer within 20 days after
it gives notice under Section 6(b)(i) all its rights and obligations under this Agreement in respeet of
the Affected Transactions to anotber of its Offices or Affiliates so that such Termination Event
ceases (0 exisL

If the Affected Party is not able 1o make such a transfer it will give potice to the other parry to l.blat
effect within such 20 day period, whereupon he other party may effect such a transfer within
30 days after the notice is given under Section 6(b)(i).

Any such transfer by a pany under this Section S(bXii) will be subject t0 and conditional upon the
prior written consent of the other party. which consent will not be withheld if such otber party’s
policies in effect at such time would permit it 10 enter into transactions with the transferee on the

terms proposed.

(i) Two Affected Parties. If an llicgality under Section S{bXiX1} or a Tax Event occurs and there
are two Affected Parties, each party will use all reasonable efforts to reach agreement within 30 days
afier notice thereof is given under Secuon 6(bXi) on action fo avoid that Termination Event.

{iv) Right to Terminate. If:—

(1) aransfer under Section 6(b)(ii) or an agreement under Section 6(b)(iii), as the case may
be. bas not been effected with respect to all Affected Transactions within 30 days after an
Affecied Party gives notice under Section 6(bX)i); or

(2} an lllegality under Secuon 5(b)i)(2), a Credit Event Upon Merger or an Additional
Termination Event occurs. or a Tax Event Upon Merger occurs and the Burdened Party is not
the Affected Party,
either party in the case of an llegality, the Burdened Party in the case of a Tax Event Upon Merger,
any Affected Party tn the case of a Tax Event or an Additional Termination Event if there is more
than one Affected Party. or the party which is not the Affected Pany in the case of a Credit Event

Upon Merger or an Additional Termination Event if there is only one Affected Party may, by not
morc than 20 days notice 10 the other party and provided that the relevant Termination Event is then
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()

(d)

(e)

continuing, designate a day not earlier than the day such notice is effzctive as an Early Terminzdon
Date in respect of al! Affected Transactions.

Effect of Designation.

(i) If notice designating an Early Termination Date is given under Section 6(3) or (b), the Early
Termination Date will occur on the datz so designated, whether or pot the relevant Event of Default
or Terminatioo Event is then continuing.

(ii) Upon the occurrence or effective designation of an Early Termination Date, no further
payments or deliveries under Section 2(a)(i} or 2(e) in respect of the Terminated Transactions will
be required to be made, but without prejudice to the other provisions of this Agreement. The amount,
ifany, payabie in respect of an Early Termination Date sball be determined pursuant to Section 6(c).

. Calculations.

(i) Statement. On or as soon as reasonably practicable following the occurrence of an Early
Termination Date, each party will make the calculations og its part, if any, contemplated by Section 6(e)
and will provide to the otber panty a statement (1) showing, in reasonable detail, such calculations
(including all relevant quotations and specifying any amount payable under Section 6(e)) and (2) giving
details of the reievant account to which any amount payable to it is © be paid. In the absence of writen
confirmation from the source of a quotation obtained in determining a Market Quotation, the records of
the party obtaining suchb quotation will be conclusive evidence of the existence and accuracy of such
quotation. :

(ii) Payment Date. An amount calculated as being due in respect of any Earty Termination Date
under Section 6(e) wilt be payable on the day that notice of the amount payable is effective (in the
case of an Early Termination Date which is designated or occurs as a result of an Event of Default)
and on the day which is two Local Business Days after the day on which notice of the amount payable
1s effective {in the case of an Early Termination Date which is designated 85 a result of a Termination
Event). Such amount will be paid together with (to the extent permitted uader applicable law)
tnterest thereon (before as well as after judgment) in the Tertmination Currency, from (and meluding)
the relevant Early Termination Date o (but excluding) the date such amount is paid, at the
Applicable Rate. Such interest will be calculated on the basis of daily compounding and the actual
number of days elapsed.

Payments on Early Termination. If an Early Termination Date occurs, the following provisions

shall apply based on the parties election in the Scbedule of 2 payment measure, eitber “Market Quotation™
or “Loss™, and a payment metbod, either the “First Method™ or the “Second Method™. If the parties fail to
designate a payment measure or payment method in the Schedule, it will be deemed that “Market Quotation™
or the “Second Method™, as the case may be, sball apply. The amount if any, payable in respect of an Early
Terminauon Date and detsrmined pursuast 1o this Section will be subject to any Set-off.

(i) Events of Defaulr If the Early Termination Date results from an Event of Default—

(1) First Method and Market Quotarion. If the First Method and Market Quoration apply, the
Defaulting Party will pay to the Non-defaulting Party the excess, if a positive number, of (A) the
sum of the Setement Amount (determined by the Non-defaulting Party) in respect of the
Terminated Transactions and tbe Termmation Currency Equivalent of the Unpaid Amounts owing
10 e Non-defaulting Party over (B) the Termination Currency Equivalent of the Unpaid Amounts
owing w the Defauling Pany. '

(2)  First Method and Loss. If the First Method and Loss apply, ke Defaulting Party will pay
to the Non-defaviting Panty, if a posiuve number, the Non-defaulting Party’s Loss in respect
of this Agreement

(3) Second Method and Market Quotation. 1f the Second Method and Market Quotation apply,
an amount will be payable equal to (A) the sum of the Settlement Amouant {determined by the
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Non-defaulting Party) in respect of the Terminated Transactions and the Termination Currency
Equivalent of the Uppaid Amounts owing to the Non-defaulting Party less (B) the Termination
Currency Equivalent of the Unpaid Amounts owing to0 the Defaulting Party. If that amount 15
a positive pumber, the Defaulting Party will pay it to the Non-defaulting Party; if itisanegative
number, the Non-defaulting Party will pay the absolute value of that amount 10 the Defaulting
Panty,

(4) Second Method and Loss. If the Second Method and Loss apply, an amount will be payable
equal to the Non-defaylting Party's Loss in respect of this Agreement If that amount is &
positive aumber, the Defaulting Party will pay it to the Non-defaulting Party; if it is a negative
number, the Non-defaulting Party will pay the absolute value of that amount to the Defaulung
Party, .

(i) Termination Events. If the Early Termination Date results from 2 Termination Event.—

(1) One Affected Partv. If there is one Affected Party, the amount payable will be detzrmined
in accordance with Secuon 6(e)(i)(3), if Market Quotation applies, or Section 6(¢)(i)(4), if Loss
applies, except that, in either case, references to the Defaulting Party and to the Non-defaulting
Party will be deemed 10 be references 1o the Affected Party and the party which is oot the
Affected Party, respectively, and, if Loss applies and fewer than all the Transacuons are being
terminated, Loss shall be calculated in respect of al! Terminated Transactions.

(2) Two Affecied Parties. If there are two Affected Parties:—

{A) if Market Quotation applies, each party will determine a2 Settlement Amount in
respect of the Terminated Transactions, and an amount will be payable equal to (I) the
sum of (a) one-half of the difference berween the Sertlement Amount of the party with
the higher Settlement Amount (X)) and the Setement Amount of the party with the
lower Settlement Amount (“Y™) and (b} the Termination Currency Equivalent of the
Unpaid Amounts owing to X less (II) the Termination Currency Equivalent of the Unpaid
Amounts owing to Y and

(B) if Loss applies, each panty will determine its Loss in respect of this Agreement (or,
if fewer than all the Transactions are being terminated, in respect of all Terminated
Transactions) and an amount will be payable equal to one-balf of the difference berween
the Loss of the party with the higher Loss (“X™) and the Loss of the panty with the lower
Loss (*Y™). ‘

If the amount payablie is a positive number, Y will pay it to X; if it is 2 negative number, X
will pay the absolute value of that amount 0 Y.

(iii) Adjustment for Bankrupicy. In circumstances where an Early Termination Date occurs
because ~Automatic Early Termination™ applies in respect of a party, the amount determined under
this Section 6(e) will be subject to such adjustments as are appropriate and permiued by law 0
reflectany payments or deliveries made by one party 1o the other under this Agrecment (and retained
by such other party) duning the period from the relevant Early Termination Date to-the date for
payment determined under Secton 6(d)(ii).

(iv) Pre-Estimate. The parues agree that if Market Quotation applies an amount recoverable under
Lhis Section 6(¢) is a reasonable pre-esumate of loss and not a penalty. Such amount is payable for
the loss of bargain and the loss of protection against future risks and except as otherwise provided
in Wis Agreement neither party will be entitded to recover any additional damages as a consequence
of such josses.

10 1SDA® 1992

BAAC - 147



7. Transfer

Subject to Section 6(b)(ii), neither this Agreement nor any interest or obligation in or under this Agreement
may be transferred (whether by way of security or otberwise) by either party without the prior wniten consent
of the otber party, except that——

(a) a party may make such a transfer of this Agreement pursuant to a consolidation or a.ma.lga.n-_muon
with, or merger with or into, or transfer of ali or substantally all its assets 1o, anower entity (but without
prejudice to any otber right or remedy under this Agreement); and

(b) a party may make such a transfer of all or.any part of its interest in any amount payable 1o it from
a Defaulung Party under Section 6(e). : )

Any purported transfer that is not in compliance with this Section will be void.
B. . Contractual Currency

(a) Payment in the Contractual Currency. Each payment under this Agreement will be made in the
relevant currency specified in this Agreement for that paymeat (the “Coatractual Curtency™). To the extent
permiusd by appliczble iaw, any obligation to make payments under this Agreement in the Contacrual
Currency will not be discharged or satsfied by any tender in any currency other than the Contracual
Currency, except to the extent such 1ender results in the actual reczipt by the party to which payment is owed,
acung in a reasonable manner and in good faith in converting the currency so tendered into the Contraciual
Currency. of the full amount in the Contractual Curreacy of all amounts payable in respect of this Agreement.
If for any reason the amount in the Contractual Currency so received falls short of the amount in the
Contracwal Currency payable in respect of this Agreement, the party required 10 make the payment will,
the extent permitied by applicable law, imunediately pay such additional amount in the Contractual Currency
as may be necessary to compensate for the shortfall. If for any reason the amount in the Conmactuat Currency
50 received exceeds the amoun? in the Contracwal Currency payable in respect of this Agreement, the party
receiving the payment will refund prompuy the amount of such excess.

(b} Judgments. To the extent permiued by applicable law, if any judgment or order expressed in
currency other than the Contractual Currency is rendered (i) for the payment of any amount owing in respect
of tis Agreement, (ii) for the payment of any amount relating to any early termipation in respect of this
Agreement or (it} in respect of a judgment or order of another court for the payment of any amount described
in (i) or (ii) above, the party secking recovery, after recovery in full of the aggregate amount to which such
party is entitled pursuant to the judgment or order, will be entitled to receive immediately from the other
pany. the amount of any shortfall of the Contractual Currency received by such party as a consequence of
sums paid in sucb other currency and will refund promply to the other party any excess of the Contractual
Currency received by such party as a consequence of Sums paid in such other currency if such sborfall or
such excess arises or results from any variauon between the rate of exchange at which the Contractual
Currency is converted into the currency of the judgment or order for the purposes of such judgment or order
and the rate of exchange at which such pany is able, acting in a reasopable manner and in good faith in
converting the currency received into the Convactual Currency, to purchase the Contractual Currency with
the amount of the currency of the judgment or order actually received by such party. The term “rate of
excbange” includes, without limitation, any premiums and costs of exchange payable in connection with the
purchase of or conversion into the Contragtual Currency.

(c) Separate Indemnities. To the extzni permitted by applicable law, these indemnities constrte
separate and independent obligations from the other pbligations in this Agreement, will be enforceable as
separate and independent causes of action. will apply notwithstanding any indulgence granted by the party
to which any payment is owed and will not be affected by judgment being obuained or claim or proof being
made for any other sums payable in respect of this Agreement.

(4 Evidence of Loss. For the purpose of this Section 8, it will be sufficient for a pa.n.y 10 demonstrate
that it would bave suffered 2 loss bad an actual exchange or purchase been made,
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9. Miscellaneous

{a) Entire Agreement This Agreement constitutes the entire agreement and undz:stapc_:!ing of.thc parties
with respect to its subject matter and supersedes ali oral communicdzion and prior writngs with respect

thereto.

()  Amendments. No amendment, modification or waiver in respect of this Agreement will be effective
unless in writing (including a writing evidenced by a facsimile transmission) and ex.ecmed by_ each of the
parties or confirmed by an exchange of telexes or elecronic messages on an elecronic MEssAgIng system.

{c) Survival of Obligations. Without prejudice to Sections 2(a)(iii) and 6(c)(ii), the obligations of the
parties under this Agreement will survive the terminatioa of any Transaction.

(4 Remedies Cumulative. Except as provided in this ‘Agreement, the rights, powers, remedies and
privileges provided in this Agreement are cumulative and not exclusive of any rights, powers, remedies
and privileges provided by law,

(e)’ Counterparts and Confirmations.

(1) This Agreement (and each amendment, modification and waiver in respect of it) may be
executed and delivered in counterparts (including by facsimile transmission), each of which wili be
deemed an original.

(ii) The parties intend that they are legally bound by the terms of each Transaction from the moment
they agres to those terms (whether orally or otherwise). A Confirmation sball be entered into as
soon as practicable and may be executed and delivered in counterparts (including by facsimile
uransmission) or be created by an exchange of telexes or by an excbange of electronic messages on
an electronic messaging system, which in each case will be sufficieat for all purposes to evidence
a binding supplemeat to this Agreement. The parties will specify therein or through another effective
means that any such counterpart, telex or electronic message constitutes a Confirmation.

(O No Waiver of Rights. A failure or delay in exercising any right, power or privilege io respect of this
Agreement will pot be presumed o operate as a waiver, and a single or partial exercise of any right, power
or privilege will not be presumed to preclude any subsequent or further exercise, of that rnight, power or
privilege or the exercise of any other right, power or privilege. '

(2) Headings. The beadings used io this Agreement are for convepience of reference only and are not
10 affect the construction of or to be takeg into consideration in interpreting this Agreement.

10. Offices; Multibranch Parties

(a If Section 10(a) is specified io the Schedule as applying, each party that enters into a Transaction
through an Office otber than its head or bome office represents to the otber party that, norwithstanding the
place of booking office or jurisdiction of intorporation or organisation of such party, the obligations of such
party are the same as if it bad entered into the Transaction through its bead or bome office. This representation
will be deemed to be repeated by such party on each date on which a Transaction is entered into.

b) Neitber party may change the Office through which it makes and receives payments or deliveries
for the purpose of a Transacuon without the prior writlen consent of the other party.

(©) If a party is specified as a Multbranch Party in the Schedule, such Multibranch Party may make
and receive payments or deliveries under any Transaction through any Office list=d in the Schedule, and the
Office through which it makes and receives paymests or deliveries with respect to a Transaction will be
specified in the relevant Confurmation.

11. . Expenses

A Defaulting Party will, op demand, indemnify and bold barmless the other party for and against all
reasonable out-of-pocket expenses, including legal fees and Stamp Tax, incurred by such other party by
reason of the enforcement and protection of its rights under this Agreement or any Credit Support Document
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to which the Defaulting Party is a party or by reason of the early termination of any Transaction, including,
but not limited to, costs of collection.

12. Notices

(a) Effectiveness. Any notice or other communication in respect of this Agrecment may be given in any
manner set forth below (except that a notice or other communication under Section 5 or 6 may ot be given
by facsimile transmission or electronic messaging system) to the address or number or in accordance with
the elecuonic messaging system deails provided (sze the Scbedule) and will be deemed effective as
indicated:—

(i) if in writing and delivered in person or by courier, on the date it is deliversd;
(i) if sent by telex, on the date the recipient’s answerback is received;

(iil) if sent by facsimile wansmission, on the date that transmission is received by a responsible
employee of the recipient in legible form (it being agreed that the burden of proving receipt will _bc
on lhe sender and wil! fot be met by a transmission report generated by the sender’s facsimile
machine);

(iv) if sent by cenified or registered mail (airmail, if overseas) or the equivalent (return receipt
requested), oo the date that mail is delivered or its delivery is attempted; or .

(v) if sent by electronic messaging system, on the-date that electronic message is received,

unless the date of that delivery (or attempted delivery) or that receipt, as applicable, is not a Local Business
Day or that communication is delivered (or attempted) or received, as applicable, after the close of business
on a Local Business Day, in which case that communication sball be deemed given and effective oo te first
following day that is a Local Business Day.

(b Change of Addresses. Euther party may by notice to the other change the address, telex or facsimile
number or electropic messaging system details at which notices or other communications are to be given to
i

13. Governing Law and Jurisdiction

(a) Governing Law. This Agreement will be governed by and construed in accordance with the law
specified in the Schedule.

(b) Jurisdiction. With respect to any suil, action or proceedings relating t0 this Agreement
(“Proceedings™), each party irrevocably:—

(i) submits 1o the jurisdiction of the English courts, if this Agreement is expressed to be governed
by English law, or to the non-exclusive junsdiction of the courts of the State of New York and the
United States District Court located in the Borough of Manhanan in New York City, if this
Agreement is expressed to be governed by the laws of the State of New York; and '

{il) waives any objection which it may bave at any time 10 the laying of veoue of any Proceedings
brought in any such court, waives any claim that such Proceedings bave been brought in an
inconvenient forum and further waives the right to object, with respect 10 such Proceedings, that
such court does nol bave any jurisdiction over such party.

Notbing in this Agreement precludes eitber party from bringing Proceedings in any other jurisdiction
(outside, if this Agreement is expressed 10 be goveraed by English law, the Contracting Siates, as defined
in Section 1(3) of the Civil Jurisdicuon and Judgments Act 1982 or any modification, extension or
re-chactment thereof for the time being in force) nor will the bringing of Proceedmgs In any ont or more
junisdictions preclude the bringing of Proceedings in any otber jurisdiction.

(© Service of Process. Each pany ifrevocably appoints the Process Agent (if any) specified opposite
its name in the Schedule to receive, for it and on its behall, service of process in any Proceedings. If for any
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reasoo any party’s Process Agent is unable to act as such, such party will promptly potify the other party
and within 30 days appoint a substinute process agent acceptable to the other party. The pasties irrevocably
consent o service of process given in the manger provided for mouces io Section 12. Notbing in this
Agreement will affect the right of eitber party (o serve process in any other manner permitied by law.

(<)) Waiver of Immunities. Each party irrevocably waives, to the fullest extent permitted by a_pplncal?lc
law, with respect to itself and its revenues and assets (irrespective of their use or intended use), all ioumugity
on the grounds of sovereignty or other similar groynds from (i) svit, (ii) jurisdiction of any court, (;u) relief
by way of injunction, order for specific performance or for recovery of property, (iv) auachment of its assets
(whbether before or after judgment) and (v) execution or enforcement of any judgment tq wh1ch it or its
revenues or assets might otherwise be entitled in any Proceedings in the cours of any junsdiction and
irrevocably agrees, to the extent permitied by applicable law, that it will not claim any such immunity joany

Proceedings.

14. Definitions

As used in this Agreement.—
“Additional Termination Event” has tbe meaning specified in Section 5(b).
“Affected Party” bas the meaning specified in Section 5(b).

“Affected Transactions” means (a) with respect to any Terminaton Event consisting of an I_llcg_aljry. Tax
Event or Tax Event Upon Merger, all Transactons affected by the occurrence of such Termination Event
and (b) with respect to any other Termination Event, all Transactions.

“Affiliate” means, subject 10 the Schedule, in relation to any persop, any entity controlled, directly or
indirectly, by the person, any eatity that coatrols, directly ot indirectly, the person or any entity directly or
indirectly under commonp control with the person. For this purpose, “control” of any eatity or person means
ownership of 2 majority of the voting power of tbe entily or person.

“Applicable Rate” means:—

{a)  in respect of obligations payable or deliverable (or which would bave been but for Secuon 2(a)(iit))
by a Defaulung Party, the Default Rate;

(b)  inrespectof an obligation 1o pay an amount under Section 6(e) of eitber party from and after the date
(determined In accordance with Section 6(d)(ii)) on which thar amount is payable, the Default Rate;

{c) in respect of all otber obligatons payable or deliverable (or which would bave been but for
Section 2(aXiii)) by a Non-defaulting Party, the Noo-default Rate; and

(d) in all other casss, the Termination Rate.
“Burdened Party" has the meaning specified io Section 5(b).

“Change in Tax Law" means the ¢enactmesnt. promulgation, execution or ratification of, or any cbange i or
amendment to. any law (or in the applicauon or official interpretation of apy law) that occurs oo or after the
date on which the relevant Transaction is eotered into.

“consent” includes a consent, approval, acuon, authorisatiop, exemption, notice, filing, registration or
exchange control conmsent.

“Credit Event Upon Merger™ bas 1be meaning specified in Section 5(b).
“Credit Support Document” means any agreement or instrument that is specified as such io this Agreement
*Credit Support Provider” has the meaning specified in the Schedule.

“Default Rate" means a rate per anoum equal to the cost (without proof or evideace of any actual cost) to
the relevant payee (as certified by it) if it were to fund or of funding the relevant amount plus 1% per annum.
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“Defaulting Party” has the meaning specified in Section 6(a).

“Early Termination Date” means the date determined in accordance with Section 6(2) or 6(b)(iv).
“Event of Default” has the meaning specified in Section 5(2) and, if applicable, in the Schedule.
“Illegality” bas the meaning specified in Section 5(b).

“Indemnifiable Tar" means any Tax other than a Tax that would not be imposed in respect of a payment
under this Agreement but for a present or former connection between the junsdicuon of the government or
taxation authority imposing such Tax and the recipient of such paymeat or a person related to such recipicat
{including, witbout limitation, a connection arising from such recipient or related person being or havmg
been a citizen or resident of such jurisdiction, or being or baving been organised, present ot engagedin a
trade or business in such jurisdiction, or baviag or baving bad a permanent establishment or fixed place of
business in such jurisdiction, but excluding a connection arising solely from such recipient or related person
baving executed, delivered, performed its obligations or received a payment under, or eaforced, this
Agreement or a Credit Support Documest). -

“law” includes any wreaty, law, rule or regulation {as modified, in the case of (ax matters, by the pract._icc of
any relevant governmental revenue autbority) and “lawful” and “unlawful” will be construed accordingly.

“Local Business Day” means, subject to the Schedule, a day on which commercial banks are open for
business (including dealings in foreign excbange and foreign currency deposits) (2) in relation o any
obligation under Section 2(a)(i), in the place(s) specified in the relevant Confirmation or, if not so specified,
as otberwise agreed by the parues in wriling or determined pursuant to provisions contained, or incorporated
by reference, in this Agreement, {b) in relation 1o any otber payment, in the place where the relevant account
is located and, if different. in the principal financial centre, if any, of the currency of such payment (c) in
relation to any notice or other communication, including notice contemplated under Sectioo 5(a)(i), in the
city specified in the address for notice provided by the recipient and, in the case of a notice contemplated
by Section 2(b), in the place where the relevant new account is to be located and (d) in relation
Section 5(a}(v)(2}, in the relevant locations for performance with respect to such Specified Transactios.

“Loss” means, with respect to this Agreement or ope or more Terminated Transactiocs, as the case may be, and
a party, the Terminauon Currency Equivalent of an amount that party reasonably determines in good faith to be
its tota! losses and ¢osts (or gain, in which case expressed as a negadive pumber) in copnection with this Agreement
or that Terminated Transaction or group of Terminated Transactions, as the case may be, including any loss of
bargain, cost of funding or, at the election of such party but without duplication, loss or cost incurred as a result
of its termunating, liquidating, obtaining or reestablishing any bedge or related trading position {or any gain
resulung from any of them). Loss includes losses and costs (or gains) in respect of any payment or delivery
required to bave been made (assuming satisfaction of each applicable condition precedent) on or before the
relevant Early Termination Date and not made. except. $0 as to avoid duplication, if Section 6(e)i)(1) or (3) or
6(e){i1)(2){A) applies. Loss does pot include a party’s Jegal fees and out-of-pocket expenses referred © under
Secuon 11. A party will determine its Loss as of the relevant Early Termination Date, or, if tbat is not reasonably
pracucable, as of the carliest date thereafter as is reasonably practicable. A party may (but seed pot) determine
its Loss by reference to quotations of relevant rates or prices from one or more leadiog dealers in the relevant
markets.

“Market Quotation™ means, with respect to ooe or more Terminated Transactions and a party making the
determination, an amount determined oo e basis of quotations from Reference Market-makers. Each
quotation will be for an amount, if any. that would be paid to such party (expressed as a negative number)
or by such party (expressed as a positive oumber) in consideration of an agreement between such party (taking
into account any existing Credit Suppont Document with respect to the obligatons of such party) and the
quoung Relerence Market-maker to enter into a transaction {the “Replacement Transaction™) that would
have the efiect of preserving for such party the economic equivalent of any payment or delivery (whether
tbe underiying obligation was absolule or contingent and assuming the satisfaction of each applicable
condition precedent) by the paries under Secuon 2(a)(i) io respect of such Terminated Transaction or group
of Terminated Transactions that would, but [or the occurrence of the relevant Early Termination Date, bave
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beeo required after that date. For this purpose, Unpaid Amounts io respect of the Terminated Tran;acdon or
group of Terminated Transactions are (o be excluded but, withoul imitatuon, any payment of d_chvcry that
would, but for the relevant Early Termination Date, bave been required (assuming satisfacton of each
applicable condition precedent) after that Early Termination Datz is to be included. The Replacement
Transaction would be subject to such documentation as such party and the Reference Market-maker may, in
good faith, agree. The party making the determinauon {(or its agent) will request each Rct‘erepc:
Market-maker to provide its quotauon to the exient reasonably practicable as of the same day and time
(without regard to different time zones) on or as soon as reasonably practicable after the relevant Early
Termination Date. The day and time as of which those quotations are 1o be obtained will be selected in good
faith by the party obliged to make a determination under Section 6(e), and, if each party is so obliged. after
consultation with the otber, If more than three quotations are provided, the Market Quotation will be the
arithmetic mean of the quotations, without regard to the quotations having the bighest qd lowcslt \_ralues. If
exactly three such Quotations are provided, the Market Quotation will be the quotation remaining after
disregarding the bighest and lowest quortations. For this purpose, if more than one quotation has the same
bighest value or lowest value, then one of such guotations shall be disregarded. If fewer than three quotauons
are provided, it will be deemed that the Market Quotation in respect of such Terminated Transaction or group
of Terminated Transactions cannot be dstermined.

“Non-default Rate” means a rate per annum equal to the cost (without proof or evidence of any actual cost)
to the Non-defaulung Pany (as certified by it) if it were to fund the relevant amount.

“Non.defaulting Party"” has the meaning specified in Section 6(a).
“Qffice” means a branch or office of a party, which may be such party’s head or home office.

“Potential Event of Default” means any event which, with the giving of notice or the lapse of time or both,
would constituie an Event of Defaulc

“Reference Market-makers” means four leading dealers in the relevant market selected by the party
determining a Market Quotation in good faiwh (a) from among dealers of the higbest credit standing which
sausfy al! e critena that such party applies generally at the time in deciding whetber to offer or to make
an exrension of credit and (b) to the extent practicable. from among such dealers haviog an office in the same
city,

“Relevan: Jurisdiction” means, with respect to a party, the jurisdictions (2) in which the party is
incorporated, organised, managed and controlied or considered to bave its seat, (b) where an Office through
which the party is acung for purposes of this Agreement is located, (¢) in which the party executes this
Agreement and (d) in relation to any payment. from or through which such payment is made.

“Scheduled Payment Date™ means a daie on which 2 payment or delivery is to be made under Section 2(a)(i)
with respect 1o a Transaction.

“Ser-off” means set-off, offset, combinaton of accounts, right ol retention or withholding or similar right
or requirement o which the payer of an amount under Section 6 is entitled or subject (whether arising under
this Agreementy, another contract, apphicable law or otherwise) that is exercised by, or imposed on, such

payer.
“Settiement Amount” means, with respect o a pany and any Early Termination Date, the sum of:—

(a)  the Termination Currency Equivalent of the Market Quotations (whether posilive or negative) for each
Terminated Transaction or group of Terminated Transactions for which a Market Quotation is determined;
and

{b) such party’s Loss (whether posisve or negatve and without reference to any Unpaid Amounts) for
each Terminated Transaction or group of Terminated Transacuons for which a Market Quotation cannot be
determined or would not {in the reasonable belief of the party making the determination) produce a
commercially reasonable resulL

“Specified Entity” has the meaning specified in the Schedule,
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“Specified Indebtedness™ means, subject o the Schedule, any obligation (whether present or future,
contingent or otherwise, as principal or surety or otherwise) in respect of borrowed mooey.

“Specified Transaction™ means, subject to the Schedule, (a) any ransaction (including an agreement with respect
thereto) now existing or hereafter entered into berween one party to this Agreement (or any Credit Support
Provider of such party or any applicable Specified Entiry of such party) and the other party to this Agreemeat (or
any Credit Support Provider of such other party or any applicable Specified Eatity of such other party) which is
a rate swap transaction, basis swap, forward rate ransaction, commodity swap, commeodity option, equity or
equity index swap, equity or equity index option, bond optios, interest rate option, foreign exchange transaction,
cap wansaction, floor transaction, collar transaction, cuyrency Swap transaction, CTOSS-CUITERCY rate swap
transaction, CUITency option or any other similar transaction (including any option with respect to any of these
transactions), (b) any combination of these transactions and (¢) any other pansactiop identified as a Specified
Transaction in this Agreement or the relevant confirmation.

“Stamp Tax" means any stamp, registration, documentation or similar tax.

“Tar” means any present or future tax, levy, impost, duty, chbarge, assessment or fee of any nature (inch_:d‘mg
interest, penalties and additions thereto) that is imposed by any government or otber (axing authority in
respect of any payment under this Agrecment other than a stamp, registration, documentation or similar tax,

“Tar Event” bas the meaning specified in Section 5(b).
“Tax Event Upon Merger” has the meaning specified in Section 5(b).

“Terminated Transactions” means with respect to any Early Termination Date (a) if resulting from a
Termination Event, all Affected Transactions and (b) if resulting from an Event of Default, all Transactions
(in either case) in effect immediately before the effectiveness of the notice designating that Early Termination
Date (or, if “Automatic Early Termipation™ applies, immediately before that Early Termination Date).

“Termination Currency” bas the meaning specified in the Schedule.

“Termination Currency Equivalent” means, in respect of any amount denominated io the Termination
Currency, such Termination Currency amount and, in respect of any amount denominated in 2 currency other
than the Termination Currency (the “Other Currency™), the amount in the Termination Currency determined
by the pany making the relevant determinauon as being required to purchase such amount of such Other
Currency as at the relevant Early Termination Date, or, if the relevant Market Quotation or Loss (as the case
may be), is determined as of a later date, that later 'date, with the Termination Curreocy ac the rate equal o
the spot exchange raw of the foreign exchange agent (selected as provided below) for the purchase of such
Otber Currency with the Termination Currency at or about 11:00 am. (in the city in whicb such foreign
exchange agent is located) oo such datz as would be customary for the determination of such a ratz for the
purchase of such Other Currency for value on the relevant Early Termination Date or that later date. The
foreigo exchange agent will, if only one party is obliged to make a determination under Section 6(e), be
selected io good faith by that party and otherwise will be agreed by the parties.

“Termination Event” means an Illegality, a Tax Event or a Tax Event Upon Merger or, if specified two be
applicable, a Credit Event Upon Merger or an Additional Termination Event

“Termination Rate” means a rate per anpum equal to the arithmetic mean of the cost (without proof or
evidence of any actual cost) to each party (as certified by such party) if it were to fund or of funding such
amounts.

“Unpaid Amounts” owing to any party means, with respect to an Early Termination Date, the aggregate of
(2} 1o respect of all Terminated Transactions, the amounts that became payable (or that would have become
payable but for Sectior 2(a){iii)) to such party under Section 2(a)(i) on or prior to such Early Terminaton
Date and which remain unpaid as at such Early Termination Date and (b) io respect of each Terminated
Transaction, for each obligation under Section 2(a)(i) which was (or would bave been but for
Section 2(a)(iii)) required to be settled by delivery 10 such party on or prior o such Early Termination Date
and which has not been so settled as at such Early Termipation Date, an amount equal to the fair market
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value of that which was (or would have been) required to be delivered as of the originally scheduled date
for delivery, in each case together with (to the exten: permitized under applicable law) interest, in the curreacy
of such amoumts, from (and including) the date such amouats or obligations were or would bave been required
to have been paid or performed to (but excluding) suck Early Termination Date, at the Applicable Rate. Such
amounts of interest will be calculated on the basis of daily compounding and the actual number of days
elapsed. The fair market value of any obligation referred to in clause (b) above sball be reasooably
determined by the party obliged 1o make the determination under Section 6(¢) or, if each party is so obliged,
it sball be the average of the Terminaton Currency Equivalents of the fair market values reasopably

determined by both parties.

IN WITNESS WHEREOF the parties have executed this document on the respective dates specified below
with effect from the date specified oo the first page of this document

. (Name of Pa.ny) .............. {Name of Party)
2 BY: creiraeiinntanareess Teereresisenaan
Name: Name:
Title: Tide:
Date Date;
13 1SDA® 1992
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SCHEDULE
to the
Master Agreement
dated as of «as_of date»
between
LEHMAN BROTHERS FINANCIAL PRODUCTS INC. ("Party A"),
a corporation organized under the laws of
the State of Delaware
and :
THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM ("Party B"),
the duly appointed governing body of The University of Texas System, a governmental
agency of the State of Texas

Part 1: Termination Provisions
In this Agreement:-

(a) "Specified Entity"” means in relation to Party A for the purpose of:-

Section 5(a)(v), Not applicable.
Section S(a)}vi), Not applicable.
Section S(a)(vii), Not applicable.
Section S(b)(iv), Not applicable.

and in relation to Party B for the purpose of:-

Section 5(a)(v), Not applicable.
Section 5(a)(vi), Not applicable.
Section 5(a)(vii), Not applicable.
Section 5(b)(iv]), Not applicable.

(b) Section 5(2)(it) is amended by adding "A" prior to the word "Failure" at the beginning of the
subsection and adding the following at the end of the subsection following the word "party" -
but before the semicolon: "(B) failure by the party to comply with or perform any agreement
or obligation under the Schedule or a Confirmation to deliver documents at execution of this
Agreement of a Confirmation."

(c) "Specified Transaction" will have the meaning specified in Section 14 of this Agreement.

(d) The "Cross Default” provisions of Section 5(a)(vi} will apply to Party A and will apply to
Party B. ,
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The following provisions apply:-
"Specified Indebtedness" will have the meaning specified in Section 14.
"Threshold Amount" means USD 25,000,000.

(e) The "Credit Event Upon Merger" provisions of Section 5(b)(iv) will apply to Party A and
will apply to Party B.

69) The "Automatic Early Termination" provisions of Section 6(a) will apply to Party A and
Party B.

(g) Payments on Early Termination. For the purpose of Section 6(e) of this Agreement,
Market Quotation and the First Method will apply.

(h) "Termination Currency"” means United States Dollars ("USD").
(1) Additional Termination Event will apply to the extent set forth in a Confirmation.

(i)} The “Tax Event” and “Tax Event Upon Merger” provisions of Section 5(b)(ii1) and
Section 5(b)(iv), respectively will not apply to Party A and Party B.

(k) Credit Related Termination Events

(1) The following shall constitute Additional Termination Events with respect to which
Party A shall be the Affected Party and Party B may designate an Early Termination Date;

(a) Party A receives long-term credit ratings below AA from Standard & Poor’s
and Aa2 from Moody’s on its unsecured, unenhanced long-term debt (or financial program ratings,
as applicable); or

(b) Party A does not maintain at least one published unsecured, unenhanced long-
term debt rating {or financial program rating, as applicable) from either Standard & Poor’s or
Moody’s.

If (a) or (b) above occurs, Party A, at its option, may eliminate the Additional Termination
Event condition by securing and maintaining a placement credit acceptable to Party B, such
acceptance not to be unreasonably withheld, including but not restricted to (1) an affiliate of Party
A with qualifying ratings, or (1i) collateral, within two Business Days. The requisite documentation
for (i) or (ii) must be completed no more than 15 days following an event described in (a) or (b) to
eliminate the Additional Termination Event condition.

(i)  The following shall constitute an Additional Termination Event with respect to which
Party B shall be the Affected Party and Party A may designate an Early Termination Date:

LBFP
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(a) Party B receives ratings on its unenhanced Parity Debt (as defined below)
below AA from Standard & Poor’s and Aa2 from Moody’s; or

(b) Party B does not maintain at least one rating from either Standard & Poor’s
or Moody’s for its unenhanced Parity Debt. This credit rating can be evidenced either through a
publicly disseminated published rating or an unpublished private credit assessment.

If (a) or (b) above occurs, Party B, at its option, may eliminate the Additional Termination
Event condition by securing and maintaining a replacement credit acceptable to Party A, such
acceptance not to be unreasonably withheld, including, but not restricted to: (i) swap surety policy,
(ii) letter of credit, or (iii) collateral. Evidence of a binding commitment for (i) or (i), or the
collateral for (iii) must be provided within two Business Days foliowing an event described in (a)
or {b) to eliminate the Additional Termination Event condition. The requisite documentation for (i),
(ii) or (iii) must be completed in no more than 15 days following an event described in (a) or (b) to
eliminate the Additional Termination Event condition.

Part 2: Agreement to Deliver Documents

For the purpose of Sections 4(a)(i) and (ij) of this Agreement, each party
agrees to deliver the following documents, as applicable:-

Party required Covered
to deliver Form/Document/ - Date by which by Section
document Certificate to be Delivered 3(d)
Party A An opinion of counsel for ~ Promptly after Yes

Party A substantially in execution of this

the form of Exhibit A Agreement.

to this Schedule.
Party A A guarantee of Lehman Bro- Upon substitution of Yes

thers Holdings Inc. Lehman Brothers

("Holdings") in the form Special Financing Inc.
‘of Exhibit B to this Schedule ("LBSF") for Party A

pursuant to paragraph
(a) of Part 5 of this
Schedule
Party A An incumbency certificate  Upon execution of Yes
with respect to the signatory this Agreement.
of this Agreement.
Party A Audited Annual Balance After demand by Party No
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Sheet of Party A B when copies are
publicly available
Party A Unaudited semiannual After demand by Party No
balance sheet of Party A B when copies are
publicly available
Party B An opinion of counsel for ~ Promptly after Yes
Party B substantially in execution of this
the form of Exhibit C Agreement.
to this Schedule.
Party B An incumbency certificate  Upon execution of Yes
with respect to the signatory this Agreement.
of this Agreement.
Party B A certified copy of the Upon execution of Yes

resolution or resolutions (the this Agreement (unless an
"Authorizing Resolution™)  Authorizing Resolution
of Party B, has previously been
furnmished by Party B to

certified by a secretary, Party A) and, with

or an assistant secretary of  respect to each

Party B, pursuant to which  Transaction not

Party B is authorized to enter covered by a previously-
into this Agreement and each furmished Authorizing

Transaction entered Resolution, within five
into under this Agreement.  (5) Business Days of the
Trade Date.

Part 3: Miscellaneous

(a)

LBFP

Addresses for Notices. For the purpose of Section 12(a):-
Address for notices or communications to Party A:-
Address: Lehman Brothers Financial Products Inc.

3 World Financial Center, 8th floor

New York, New York 10285-0800 USA

Attention: Documentation Group

Telephone No. (212) 526-1877
Facsimile No: (212) 528-7097

For all purposes.

Address for notices or communications to Party B:-
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Address: The Board of Regents of The University of Texas System
201 West 7" Street
Austin, TX 78701

Attention: Office of Finance

Telephone No.: «cp_telephone»

Facsimile No.: 512-499-4367
For all purposes.

(b) Process Agent. For the purpose of Section 13(¢c):-

Party A appoints as its Process Agent Not applicable.
Party B appoints as its Process Agent “Not applicable.

(c) Offices. The provisions of Section 10(a) will apply to this Agreement.

(d) Multibranch Party. For the purpose of Section 10(¢) of this Agreement:-
Party A is not a Multibranch Party.
Party B is not a Multibranch Party.

(e) Calculation Agent. The Calculation Agent is Party A, unless otherwise specified in a
Confirmation in relation to the relevant Transaction.

() Credit Support Document. Details of any Credit Support Document, each of which is
incorporated by reference in, constitutes part of, and is in connection with, this Agreement
and each Confirmation (unless provided otherwise in a Confirmation) as if set forth in full
in this Agreement or such Confirmation:-

In the case of Party A: Not applicable, but only from and after the substitution of LBSF for
Party A hereunder pursuant to paragraph (a) of Part 4 of this Schedule, the Guarantee of
Holdings in the form of Exhibit B to this Schedule.

In the case of Party B: Not applicable.

LBFP
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Credit Support Provider.

In relation to Party A: Not applicable, but only from and after the substitution of LBSF for
Party A hereunder pursuant to paragraph (a) of Part 4 of this Schedule, Holdings.

In relation to Party B: Not applicable.

Governing Law. This Agreement will be governed by and construed in accordance with the
laws of the State of Texas, except that Party A’s rights, remedies and obligations hereunder
shall be governed by and construed in accordance with the laws of the State of New York.

Jurisdiction. Sections 13(b) and (d) will not apply to this Agreement.

Netting of Payments. Subparagraph (ii) of Section 2(c) of this Agreement will not apply
to any of the Transactions from the date of this Agreement.

" affiliate™ will have the meaning specified in Section 14 of this Agreement.

"Covered Documents” means the Master Resolution including particularly the Eighth
Supplemental Resolution to the Master Resolution adopted by Party B.

"Covered Documents Incorporation Date" means the date of this Agreement.
"Government Entity" means Party B.

"Section 9(e)(ii) shall read as follows:

'A Confirmation may be executed and delivered in counterparts (including by facsimile
transmission) or be created by an exchange of telexes or by an exchange of electronic
messages on an electronic messaging system, which in each case will be sufficient for all
purposes to evidence a binding supplement to this Agreement. The parties will specify
therein or through another effective means that any such counterpart, telex or electronic
message constitutes a Confirmation."

The “Payer Tax Representation” and “Payee Tax Representations” provisions of Section

3(e) and Section 3(f), respectively, shall not apply to Party A and Party B.

Part 4: Other Provisions

(a)

LBFP

Credit Assignment Event.

(1) If at any time during the term of this Agreement, the rating of Party B falls below the
Assignment Threshold Rating (as defined below) the rights and obligations of Party
A under this Agreement and all Transactions hereunder shall automatically, and
without any further action by any party, be deemed to have been assigned and
delegated to LBSF, effective on the third Business Day following notification by
Party A to Party B of such assignment and Party B expressly and irrevocably
consents to such assignment and assumption, except that no such assignment and
assumption shall occur at any time after the occurrence of any event of default under
any master agreement between Party A and LBSF. As of and from the effective date
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of such assignment, LBSF shall succeed to all rights and obligations of Party A under
this Agreement and all Transactions hereunder. Notwithstanding the above, if at the
time of such assignment LBSF and Party B are parties to a master agreement that sets
forth general terms and conditions applicable to swap and related transactions
between LBSF and Party B, the Transactions hereunder transfetred to LBSF pursuant
to the above provision will be governed by such master agreement.

"Assignment Threshold Rating” means (A) with respect to a Moody's Investors
Service Inc.: (1) long-term senior unsecured debt rating, counterparty rating or long-
term deposit-paying rating, Baa3, (2) financial strength rating, Baa2 or (3) if (A)}(1)
and (A)(2) are not available, commercial paper or short-term rating, P-3, and (B)
with respect to a Standard & Poor's Rating Group: (1) long-term unsecured debt
rating, financial programs rating or certificate of deposit rating, BBB-, (2) claims-
paying ability rating, BBB or (3) if (B)(1) and (B)(2) are not available, commercial
paper rating or short-term rating, A-2.

(i)  Party A represents that it has provided separate consideration to LBSF for the right
to assign this Agreement and the Transactions hereunder to LBSF pursuant to clause
(1), and Party B shall not owe Party A any termination or other payment upon any
such assignment.

(iii)  Notwithstanding clause (i) above, no assignment of any Transaction to LBSF shall
occur if, prior to the effective date of the assignment described in such clause (i),
Party B notifies Party A that Party B agrees to (A) terminate all Transactions as if a
Termination Event has occurred with Party B as the Affected Party or (B) assign all
Transactions to a third party on terms acceptable to Party A and Party B.

(iv)  Notwithstanding clauses (i) through (iii) above, no transfer or assignment payment
shall be due to or owing from either Party A or Party B other than its obligations
under the Transactions.

(v)  Notwithstanding the foregoing, the assignment provisions of this paragraph shall not
take effect if, at the time such assignment would be required, Party B shall have
satisfied in full all of its payment obligations under Section 2(a) of this Agreement
and shall at such time have no future payment obligations, whether absolute or
contingent, under such Section.

Miscellaneous:

(b) Country of Domicile. The country of domicile of Party A is the United States of America.
The country of domicile of Party B is the United States of America.

(c) Confirmation. Each Confirmation supplements, forms part of, and will be read and
construed as one with, this Agreement. A form of Confirmation is set forth as Exhibit D
hereto.

(d) "Stockholders' Equity" means with respect to an entity, at any time, the sum at such time
of (i) its capital stock (including preferred stock) outstanding, taken at par value, (ii) its
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(h)
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G
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capital surplus and (iii) its retained earmings, minus {(iv) treasury stock, each to be determined
in accordance with generally accepted accounting principles.

Transfer. Section 7 of the Agreement is hereby modified by inserting the following after
the word "party” but before the comma in the third line thereof:

", provided, however, that such consent shail not be unreasonably withheld"

For purposes of Sections 2(d)(1)(4) and 3(f), any payee tax representation specified in a
Confirmation under this Agreement shall be deemed to be specified in this Schedule.

Trial By Jury. Each party irrevocably waives any and all nghts to trial by jury in any legal
proceeding in connection with this Agreement or any Transaction.

Accuracy of Specified Information. Section 3(d) is hereby amended by adding in the third -
line thereof after the word “respect” and before the period the words “or, in the case of
audited or unaudited financial statements or balance sheets, a fair presentation of the
financial condition of the relevant person”.

Definitions. This Agreement, each Confirmation, and each Transaction are subject to the
1991 ISDA Definitions as published by the International Swaps and Derivatives Association,
Inc. as amended, supplemented, updated, restated, and superseded from time to time {the
“Definitions™), and will be governed in all respects by the Definitions (except that references
to “Swap Transactions” in the Definitions will be deemed to be references to
“Transactions’). The Definitions as so modified, are incorporated by reference in, and made
part of, this Agreement and each Confirmation as if set forth in full in this Agreement and
such Confirmations. Subject to Section 1(b), in the event of any inconsistency between the
provisions of this Agreement and the Definitions, this Agreement will prevail. Also, subject
to Section 1(b), in the event of any inconsistency between the provisions of any
Confirmation and this Agreement, or the Definitions, such Confirmation will prevail for the
purpose of the relevant Transaction.

Representations. Section 3 is hereby amended by adding the following additional
Subsections:

(80 NoAgency. 1t is entering into this Agreement and each
Transaction as principal (and not as agent or in any other capacity, fiduciary or
~ otherwise). .

(h)  Eligible Swap Participant. 1t is an “eligible swap participant”
as defined in the Part 35 Regulations of the U.S. Commodity Futures Trading
Commission.

(i) No Reliance. In connection with the negotiation of, the
entering into, and the confirming of the execution of, this Agreement, any Credit
Support Document to which it is a party, and each Transaction: (i) it has
consulted with its own legal, regulatory, tax, business, investment, financial, and
accounting advisors to the extent it has deemed necessary, and it has made its
own investment, bedging, and trading decisions based upon its own judgment and
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upon any advice from such advisors as it has deemed necessary and not upon any
view expressed by the other party (other than the representations of such other
party expressly set forth in this Agreement and the legal opinions delivered on
behalf of such other party pursuant to this Agreement); (ii) it has determined that
the rates, prices, or amounts and other terms of each Transaction and the
indicative quotations (if any) provided by the other party reflect those in the
relevant market for similar transactions, and all trading decisions have been the
result of arm's length negotiations between the parties; and (iii) it is entering into
this Agreement, such Credit Support Document, and such Transaction with a fuil
understanding of all of the risks hereof and thereof (economic and otherwise),
and it is capable of assuming and willing to assume (financially and otherwise)
those risks.

) Powers. 1t has the power to execute this Agreement and any
other documentation relating to this Agreement to which it is a party, to deliver this
Agreement and any other documentation relating to this Agreement that it is
required by this Agreement to deliver and to perform its obligations under this
Agreement and any obligations it has under any Credit Support Document to which
it is a party and has taken all necessary action and made all necessary
determinations and findings to authorize such execution, delivery and performance

(k) Absence of Certain Events. No Event of Default or Potential
Event of Default or, to its knowledge, Incipient Illegality (in the case of a
Government Entity) or Termination Event with respect to it has occurred and is
continuing and no such event or circumstance would occur as a result of its
entering into or performing its obligations under this Agreement or any Credit
Support Document to which it is a party. '

()] Non-Speculation. This Agreement has been, and each
Transaction hereunder will be (and, if applicable, has been), entered into for
purposes of managing its borrowings or investinents and not for purposes of
speculation but solely in connection with the financing activities activities of Party
B, for the purpose of effectively hedging with respect to interest on all or a portion
of certain of Party B’s debt from a fixed rate to a floating rate, or from a floating
rate to a fixed rate, and therefore optimizing the relative amounts of fixed and
floating rate obligations or the risk of variations in its debt service costs, and by
increasing the predictability of cash flow from earnings on invested funds and
thereby improving Party B’s ability to manage its funds and revenues.

(m)  Assets of Counterparty. No Affiliate or other person, firm,
corporation, entity or association may liquidate, borrow, encumber or otherwise
utilize the assets of Party B, other than as provided in the Master Resolution.

(n) Organization. Party B is the governing body of the University
System, a governmental agency of the State of Texas.

PART 5: Agreements

(a) Source of Payments. Party B agrees that its obligations hereunder are, and until the
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termination of this Agreement pursuant {o the terms hereof shall remain special obligations of Party B
secured by and payable from a first lien on and pledge of Pledged Revenues.

(b) Compliance with Covered Documents. The Government Entity will observe, perform and
fulfill each provision in the Covered Documents applicable to such Government Entity in effect on the
Covered Documents Incorporation Date, as any of those provisions may be amended, supplemented or
modified for purposes of this Agreement with the prior written consent of the other party hereto (the
"Incorporated Provisions"), with the effect that such other party hereto will have the benefit of each of the
Incorporated Provisions (including without limitation, covenants, right to consent to certain actions subject
to consent under the Covered Documents and delivery of financial statements and other notices and
information). In the event the Covered Documents ceases to be in effect prior to the termination of this
Agreement, the Incorporated Provisions (other than those provisions requiring payments in respect of
bonds, notes, warrants or other similar instruments issued under the Covered Documents) will remain in
full force and effect for purposes of this Agreement as though set forth herein until such date on which all
of the obligations of the Government Entity under this Agreement and any obligations of the Govermment
Entity or any Credit Support Provider of the Government Entity under a Credit Support Document have
been fully sansfied The Incorporated Provisions are hereby incorporated by reference and made a part
of this Agreement to the same extent as if such provisions were set forth herein. For purposes of this
Agreement, the Incorporated Provisions shall be construed as though (i) all references therein to any party
making loans, extensions of credit or financial accommodations thereunder or commitments therefor (the
"Financings") were to the other party hereto and (i1) to the extent that such Incorporated Provisions are
conditioned on or relate to the existence of such Financings or the Government Entity having any
obligations in connection therewith, all references to such Financings or obligations were to the
obligations of the Government Entity under this Agreement. Any amendment, supplement, modification
or waiver of any of the Incorporated Provisions without the prior written consent of the other party hereto
shall have no force and effect with respect to this Agreement. Any amendment, supplement or
modification for which such consent is obtained shall be part of the Incorporated Provisions for purposes
of this Agreement.

(c) Definitions. Section 12 of this Agreement is hereby amended to add the
following definitions in their appropriate alphabetical order:—

" "Authorizing Law' means Chapter 55, Texas Education Code and Vernon’s Annotated
Texas Civil Statutes, Article 717q, as amended."

" "Bonds' means any bonds, notes, certificates or other indebtedness or securities
identified in a Confirmation for a Transaction."

* ‘Code’ means the Internal Revenue Code of 1986, as amended.

" 'Consolidated Financial Statements" means in respect of Party B, a copy of the
annual report of Party B relating to the University System containing unaudited consolidated
financial statements for Party B's fiscal year, prepared in accordance with the Texas
Comptroller of Public Accounts Annual Financial Reporting Requirements and on a basis
consistent with prior periods.

" "Covered Documents' has the meaning specified in the Schedule.”
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" ‘Covered Documents Incorporation Date' has the meaning specified in the
Schedule.”

“ ‘Default Rate’ means a rate per annum determined in accordance with the Federal
Funds Rate Option plus the Default Spread, using a rate reset daily; provided, however, that,
with respect to amounts payable by Party B, the Default Rate shall not exceed the maximum
rate allowed by law, as determined by Vernon’s Annotated Texas Civil Statutes, Article
717k-2, as amended.

“ “Default Spread’ means 1% per annum.

“ ‘Federal Funds Floating Rate Option’ means for any given day, the rate set forth in
H.15(519) for that day opposite caption “Federal Funds Rate (Effective)”. If such rate is not
yet published in H.15(519), the rate will be the rate set forth in Composite 3:30 P.M.
Quotations for U.S. Government Securities for that day under the caption “Federal
Funds/Effective Rate.” If on the Calculation Date the appropriate rate for that day is not yet
published i etther H.15(519) or Composite 3:30 P.M. Quotations for U.S. Government
Securities, the rate for that day will be determined as if the parties had specified “Federal
Funds (Reference Dealers)” as the applicable Floating Rate Option.

" ‘Government Entity’ has the meaning specified in the Schedule.”

" “Incipient Illegality’ means (a) the enactment by any legislative body with competent
jurisdiction over a Govemnment Entity of legislation which, if adopted as law, would render
unlawful (1) the performance by such Government Entity of any absolute or contingent
obligation to make a payment or delivery or to receive a payment or delivery in respect of
a Transaction or the compliance by such Government Entity with any other material
provision of this Agreement relating to such Transaction or (ii) the performance by a
Government Entity or a Credit Support Provider of such Government Entity of any
contingent or other obligation which the Government Entity (or such Credit Support
Provider) has under any Credit Support Document relating to such Transaction, (b) any
assertion in any proceeding, forum or action by a Government Entity, in respect of such
Government Entity or in respect of any entity located or organized under the laws of the state
in which such Government Entity is located to the effect that performance under this
Agreement or similar agreements is unlawful or (c) the occurrence with respect to a
Govermnment Entity or any Credit Support Provider of such Government Entity of any event
that constitutes an Illegality."

“ ‘Master Resolution’ means the First Amended and Restated Master Resolution
establishing The University of Texas System Revenue Financing System adopted by Party
B on Febrary 14, 1991, as amended on October 8, 1993 and August 14, 1997 and each
Supplemental Resolution thereto authorizing Parity Debt. '

* ‘Parity Debt’ means Parity Debt as defined in the Master Resolution.

* ‘Pledged Revenues’ means Pledged Revenues as defined in the Master Resolution.

“ ‘System’ means The University of Texas Systemn Revenue Financing System
established in the Master Resolution,
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“ ‘University System’ means the University of Texas System.
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The parties executing this Schedule have executed the Master Agreement and have agreed
as to the contents of this Schedule.

LEHMAN BROTHERS FINANCIAL PRODUCTS INC.

By:

Title:

THE BOARD OF REGENTS OF THE UNIVERSITY OF
TEXAS SYSTEM

By:

Title:
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EXHIBIT A to Schedule

[Form of Opinion of Counsel for
Lehman Brothers Financial Products Inc.]

[date]

«counterparty»

«Ccp_street»

«cp_city», «cp_state» «cp_zip»

Attention: Treasurer

Ladies and Gentiemen:

1 have acted as counsel to Lehman Brothers Financial Products Inc., a Delaware corporation
(“Party A”), and am familiar with matters pertaining to the execution and delivery of the Master
Agreement (the “Master Agreement”) dated as of «as_of date» between Party A and «Counterparty»

("Party B").

In connection with this opinion, I have examined, or have had examined on my behalf, an
executed copy of the Master Agreement, certificates and statements of public officials and officers
of Party A and such other agreements, instruments, documents and records as I have deemed
necessary or appropriate for the purposes of this opinion.

Based on the foregoing but subject to the assumptions, exceptions, qualifications and
limitations hereinafter expressed, I am of the opinion that:

10

20

30

40

Party A is a corporation duly incorporated, validly existing and in good standing under
the laws of the State of Delaware.

The execution, delivery and performance of the Master Agreement, are within Party
A’s corporate power, have been duly authorized by all corporate action and do not
conflict with any provision of its certificate of incorporation or by-laws.

The Master Agreement, has been duly executed and delivered and constitutes a legal,
valid and binding obligation, enforceabie against it in accordance with its terms.

To the best of my knowledge no consent, authorization, license or approval of or
registration or declaration with, any U.S. federal or New York State governmental
authority is required in connection with the execution, delivery and performance of the
Master Agreement, in the case of Party A.

The foregoing opinions are subject to the following assumptions, exceptions, qualifications
and limitations:

A.

My opinion in paragraph 3 above is subject to the effect of any bankruptcy,

insolvency, reorganization, moratorium or similar laws affecting the enforcement of creditors rights
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generally (including, without limitation, the effect of statutory or other laws regarding fraudulent or
other similar transfers) and general pninciples of equity, regardless of whether enforceability is
considered in a proceeding in equity or at law,

B. 1 am a member of the Bar of the State of New York and render no opinion on the laws
of any jurisdiction other than the laws of the State of New York, the federal laws of the United States
of America and the General Corporation Law of the State of Delaware.

C. My opinions are limited to the present laws and to the facts as they presently exist.

I assume no obligation to revise or supplement this opinion should the present laws of the

jurisdictions referred to in paragraph B above be changed by legislative action, judicial decision or
otherwise.

D. This letter is rendered to you in connection with the Master Agreement and the
transactions related thereto and may not be relied upon by any other person or by you in any other
context or for any other purpose. This letter may not be quoted in whole or in part, nor may copies
thereof be furnished or delivered to any other person, without the prior written consent of Lehman
Brothers Financial Products Inc., except that you may furnish copies hereof (i) to your independent
auditors and attorneys, (ii) to any United States, state or local authority having junisdiction over you
or over Party A, (iii) pursuant to the order of any legal process of any court of competent jurisdiction
or any governmental agency, and (iv) in connection with any legal action arising out of the Master
Agreement.

E. I have assumed with your permission (i) the genuineness of all signatures by each
party other than Party A, (ii) the authenticity of documents submitted to me as originals and the
conformity to authentic original documents of all documents submitted to me as copies, and (iii) the
due execution and delivery, pursuant to due authorization, of the Master Agreement by each party
other than Party A. '

Very truly yours,
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EXHIBIT B_to Schedule

GUARANTEE QOF LEHMAN BROTHERS HOLDINGS INC.

LEHMAN BROTHERS SPECIAL FINANCING INC. ("Party A") and «COUNTERPARTY»
("Party B") have entered into a Master Agreement dated as of «as_of_date», pursuant to which Party
A and Party B have entered and/or anticipate entering into one or more fransactions (each a
"Transaction™), the Confirmation of each of which supplements, forms part of, and will be read and
construed as one with, the Master Agreement (collectively referred to as the "Agreement"). This
Guarantee is a Credit Support Document as contemplated in the Agreement. For value received, and
in consideration of the financial accommodation accorded to Party A by Party B under the
Agreement, LEHMAN BROTHERS HOLDINGS INC., a corporation organized and existing under
the laws of the State of Delaware ("Guarantor"), hereby agrees to the following;:

(a) Guarantor hereby unconditionally guarantees to Party B the due and punctual
payment of all amounts payable by Party A under each Transaction when and as Party A's
obligations thereunder shall become due and payable in accordance with the terms of the Agreement.

In case of the failure of Party A to pay punctually any such amounts, Guarantor hereby agrees, upon
written demand by Party B, to pay or cause to be paid any such amounts punctually when and as the
same shall become due and payable.

(b) Guarantor hereby agrees that its obligations under this Guarantee constitute a
guarantee of payment when due and not of collection.

(c) Guarantor hereby agrees that its obligations under this Guarantee shall be
unconditional, irrespective of the validity, regularity or enforceability of the Agreement against
Party A (other than as a result of the unenforceability thereof against Party B), the absence of any
action to enforce Party A's obligations under the Agreement, any waiver or consent by Party B with
respect to any provisions thereof, the entry by Party A and Party B into additional Transactions
under the Agreement or any other circumstance which might otherwise constitute a legal or equitable
discharge or defense of a guarantor (excluding the defense of payment or statute of limitations,
neither of which are waived); provided. however, that Guarantor shall be entitled to exercise any
right that Party A could have exercised under the Agreement to cure any default in respect of its
obligations under the Agreement or to setoff, counterclaim or withhold payment in respect of any
Event of Default or potential Event of Default in respect of Party B or any Affiliate, but only to the
extent such right is provided to Party A under the Agreement. The Guarantor acknowledges that
Party A and Party B may from time to time enter into one or more Transactions pursuant to the
Agreement and agrees that the obligations of the Guarantor under this Guarantee will upon the
execution of any such Transaction by Party A and Party B extend to all such Transactions without
the taking of further action by the Guarantor

(d) This Guarantee shall remain in full force and effect until such time as Party B shall
receive written notice of termination. Termination of this Guarantee shall not affect Guarantor’s
liability hereunder as to obligations incurred or arising out of Transactions entered into prior to the
termination hereof.

(e} Guarantor further agrees that this Guarantee shall continue to be éffective or be
reinstated, as the case may be, if at any time, payment, or any part thereof, of any obligation or
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interest thereon is rescinded or must otherwise be restored by Party B upon an Event of Default as
set forth in Section 5(a)(vii) of the Agreement affecting Party A or Guarantor.

(f) Guarantor hereby waives (i) promptness, diligence, presentment, demand of payment,
protest, order and, except as set forth in paragraph (a) hereof, notice of any kind in connection with
the Agreement and this Guarantee, or (ii) any requirement that Party B exhaust any right to take any
action against Party A or any other person prior to or contemporaneously with proceeding to exercise
any nght against Guarantor under ttus Guarantee.

This Guarantee shall be governed by and construed in accordance with the laws of the State
of New York, without reference to choice of law doctrine. All capitalized terms not defined in this
Guarantee are defined in the Agreement.

Any notice hereunder will be sufficiently given if given in accordance with the provisions
for notices under the Agreement and will be effective as set forth therein. All notices hereunder shall
be delivered to Lehman Brothers Holdings Inc., Attention: Treasurer, at 3 World Financial Center,
28th Floor, New York, New York 10285 (Facsimile No. (212) 526-1467) with a copy to Lehman
Brothers Special Financing Inc., Attention: Notice Generation at 3 World Financial Center, 12th
Floor, New York, New York 10285-1200 (Facsimile No. (212) 528-6927).

IN WITNESS WHEREOF, Guarantor has caused this Guarantee to be executed in its
corporate name by its duly authorized officer as of the date of the Agreement.
LEHMAN BROTHERS HOLDINGS INC.

By:

Title;
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EXHIBIT C to Schedule

[Form of Opinion of Counsel for Party B]

[Date]

Lehman Brothers Financial Products Inc.
3 World Financial Center
New York, New York 10285 USA

Attention: Treasurer

Ladies and Gentlemen:

I have acted as counsel to «Counterparty», a «cp_jurisdiction» corporation (“Party B”), and
am familiar with matters pertaining to the execution and delivery of the Master Agreement (the
“Master Agreement’’) dated as of «as_of_date» between Party B and Lehman Brothers Financial
Products, Inc. (“Party A™).

In connection with this opinion, [ have examined, or have had examined on my behaif, an
executed copy of the Master Agreement, certificates and statements of public officials and officers
of Party B and such other agreements, instruments, documents and records as I have deemed
necessary or appropriate for the purposes of this opinion.

Based on the foregoing but subject to the assumptions, exceptions, qualifications and
limitations hereinafter expressed, I am of the opinion that:

10

20

30

40

Party B is a «entity_type» duly incorporated, validly existing and in good standing
under the laws of the State of «cp_jurisdiction».

The execution, delivery and performance of the Master Agreement, in the case of Party
B are within its corporate power, have been duly authorized by all appropriate action
and do not conflict with any provision of its authorization documents.

The Master Agreement, has been duly executed and delivered by Party B and
constitutes a legal, valid and binding obligation, enforceable against it in accordance
with its termns.

To the best of my knowledge no consent, authorization, license or approval of or
registration or declaration with, any U.S. federal or State governmental authonty is
required 1n connection with the execution, delivery and performance of the Master
Agreement, by Party B.
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The foregoing opinions are subject to the following assumptions, exceptions, qualifications
and limitations:

A. My opinion in paragraph 3 above is subject to the effect of any bankruptcy,
insolvency, reorganization, moratorium or similar laws affecting the enforcement of creditors rights
generally (including, without limitation, the effect of statutory or other laws regarding fraudulent or
other similar transfers) and general principles of equity, regardless of whether enforceability is
considered in a proceeding in equity or at law.

B. I am a member of the Bar of the State of Texas and render no opinion on the laws of
any jurisdiction other than the laws of the State of Texas, the federal laws of the United States of
America and the General Corporation Law of the State of Texas.

C. My opiniohs are himited to the present laws and to the facts as they presently exist.

{ assume no obligation to revise or supplement this opinion should the present laws of the

jurisdictions referred to in paragraph B above be changed by legislative action, judicial decision or
otherwise.

D. I have assumed with your permission (i) the genuineness of all signatures by each
party other than Party B, (ii) the authenticity of documents submitted to me as originals and the
conformity to authentic original documents of all documents submitted to me as copies, and (iii) the
due execution and delivery, pursuant to due authorization, of the Master Agreement by each party
other than Party B.

Very truly yours,
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TO:

FROM:

SUBJECT:

DATE:

Dear

-1-

EXHIBIT D to Schedule

Form of Confirmation

«counterparty»
«cp_street»

«cp_city», «cp_state»
«cp_zip»
Atftention: «attention»

Telephone:  «cp_telephone»
Facsimile:  «cp_fax»

Lehman Brothers Financial Products Inc.
3 World Financial Center

7th Floor

New York, New York 10285-0700
Attention: Notice Generation

Telephone:  (212) 526-8586
Facsimile:  (212) 528-6927
TRANSACTION (Ref )

[date]

SUBJECT: SWAP TRANSACTION (REF: )

ADD OPTIONAL
TERMINATION

The purpose of this communication is to set forth the terms and conditions of the interest rate
swap transaction entered into on the Trade Date referred to below (the "Swap Transaction"),
between Lehman Brothers Financial Products Inc. ("Party A") and «counterparty» ("Party
B"). This communication constitutes 2 "Confirmation" as referred to in the Swap Agreement
specified below.

1. This confirmation supplements or will supplement, forms or will form a part of,
and is or will be subject to, the Master Agreement, which the parties have entered into, dated
as of «as_of date» (the "Master Agreement"), between Lehman Brothers Financial Products
Inc. and «counterparty». All provisions contained in, or incorporated by reference to, the
Master Agreement shall or will govern this Confirmation except as expressly modified

below.
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2. This communication incorporates the definitions and provisions contained in the
1991 ISDA Definitions (as published by the International Swaps and Derivatives
Association, Inc.) (the "Definitions").

3. The terms of the particular Swap Transaction to which this communication relates
are as follows:

Trade Date:

Effective Date:

Termination Date:

[N otional Amount:]

FIXED AMOUNTS:

Fixed Rate Payer: [Party A/B]

[Fixed Rate Payer Calculation Amount:]

Fixed Rate Payer Payment Dates [or, i ], subject to adjustment in accordance with
Period End Dates, if Delayed Payment or  the [Following/Modified  Following/Preceding]
Early Payment applies]: Business Day Convention, with respect to a

Business Day and a
Business Day [,with No
Adjustment of Period End Dates)

[Fixed Amount:]

Fixed Rate:

Fixed Rate Day Count Fraction:

FLOATING AMOUNTS:

Floating Rate Payer: [Party B/A]

[Floating Rate Payer Calculation Amount:]

Floating Rate Payer Payment Dates [or, [ ], subject to adjustment in accordance with
Period End Dates, if Delayed Payment or  the {Following/Modified  Folliowing/Preceding
Early Payment applies]: Business Day Convention, with respect to a

Business Day and a
Business Day [,with N
Adjustment of Period End Dates]
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Floating Rate for initial Calculation Period:

Floating Rate Option:

Designated Matunty:

Floating Rate Spread: [plus/minus] ___ %p.a.
Floating Rate Day Count Fraction: |

Reset Dates:

[Rate Cut-off Dates:]

[Method of Averaging: Unweighted/Weighted Average]
Compounding: Applicable/Inapplicable
[Compounding Dates:]

[Initial Exchanges:

Initial Exchange Date:

Imitial] Exchange Amount to Party A:
Initial Exchange Amount to Party B:
Final Exchanges:

Final Exchange Date:

Final Exchange Amount to Party A:
Final Exchange Amount to Party B:]

Calculation Agent:

3. Account Details
Payments to Party A

Account for payments in [first currency]: { ]
Account for payments in [second currency]: [ ]
Payments to Party B

Account for payments in [first currencyl: [ ]

BAAC - 177



Account for payments in {second currency): [ ]
4. Offices
The Office of Party B for the Transaction is [ }-

Please confirm that the foregoing comrectly sets forth the terms of our
agreement by executing the copy of this Confirmation enclosed for that purpose and
returning it to us.

Yours sincerely,

LEHMAN BROTHERS FINANCIAL PRODUCTS INC.

By:

Name:

Title:

Date:

Confirmed as of the date first written:

KCOUNTERPARTY»

By:

Name:
Title:

Date:

BAAC - 178



DRAFT - January L1, 1999

CONFIRMATION
[Date]
TRANSACTION
TO: The Board of Regents of The University of Texas System
201 West 7™ Street
.Austm, TX 78701
Attention:
Telephone:
Facsimile:
FROM: Lehman Brothers Financial Products Inc.

3 World Financial Center, 7th Floor
New York, New York 10285-0700
Attention: Notice Generation
Telephone: (212) 526-8586
Facsimile: (212) 528-6927

Re: e Board of Regents of The University of Texas, [name of Bond Issue] Bonds

Ladies and Gentiemen:
SUBJECT: SWAP TRANSACTION (REF: )

The purpose of this communication is to set forth the terms and conditions of the interest rate swap
transaction entered into on the Trade Date referred to below (the "Swap Transaction"), between
Lehman Brothers Financial Products Inc. ("Party A") and The Board of Regents of The University of
Texas System ("Party B™). This communication constitutes a "Confirmation" as referred to in the
Swap Agreement specified below.

1. Thus confirmation supplements or will supplement, forms or will form a part of, and is or
will be subject to, the Master Agreement, which the parties have entered into, dated as of
«as_of date» (the "Master Agreement"), between Lehman Brothers Financial Products Inc. and
«counterparty». All provisions contained in, or incorporated by reference to, the Master Agreement
shali or will govern this Confirmation except as expressly modified below,

2. This communication incorporates the definitions and provisions contained in the 1991 ISDA
Definitions (as published by the International Swaps and Dernivatives Association, Inc.) (the
"Definitions"). The definitions and provisions contained in the 1992 ISDA U.S. Municipal Counterparty
Definitions (as published by the International Swaps and Derivatives Association, Inc.) (the
"Definitions"), are incorporated into this Confirmation. In the event of any inconsistency between those
Definitions and this Confirmation, this Confirmation will govern. When used herein, “Bonds” shall have
the meaning specified in paragraph 4 hereof.

3. The terms of the particular Swap Transaction to which this communication relates are as
follows:

LBFP.BRUTS(ABR) 1
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DRAFT - January 11, 1999
Party A:

Party B:

Notional Amount:

Trade Date:
Effective Date:

Termination Date:

FIXED AMOUNTS:
Fixed Rate Payer:

Fixed Rate Payer Payment
Dates:

Fixed Rate Payer Period End
Dates:

LBFP.BRUTS(ABR)

LEHMAN BROTHERS FINANCIAL PRODUCTS INC.

THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS
SYSTEM

$ , which shall reduce 1n such amounts and
such dates (each, a “Reduction Date™) as specified below.
The amount of such reduction in Notional Amount shall
be referred to herein as a “Revised Notional Amount.”

Reduction Date  Amortization Revised Notional

Amount Amount

eI = e I = T R )

[TBD]

Party B
Each February 15, May 15, August 15 and
November 15, subject to adjustment in
accordance with the Modified Following
Business Day Convention.

(TBD]
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Fixed Rate:
Fixed Rate Day Count Fraction:
FLOATING AMOUNTS:

Floating Rate Payer:

Floating Rate Payer Payment Dates:

Floating Rate Payer Period End
Dates: ‘

Floating Rate Option:

Floating Rate Day Count Fraction:

Method of Calculation:

Altemmative  Floating  Rate
Option:

Alternative Floating Rate Reset
Dates:

Alternative Floating Rate Day
Count Fraction:

LBFP.BRUTS(ABR)

%%

30/360

Party A

Each February 15, May 15, August 15 and November
15, subject to adjustment in accordance with the
Modified Following Business Day Convention.

[TBD]

Bond Rate. “Bond Rate” means that rate in respect of
each Calculation Period will be the rate paid on the _
Bonds, Series but in no event higher than
the Maximum Rate. “Maximum Rate” means %%.

Actual/365 (Fixed)

Weighted Average

For each Caiculation Period, the Alternative
Floating Rate. “Alternative Floating Rate”
means a per annum rate, not to exceed the
maximum interest rate payable on the Bonds,
expressed as a decimal, equal to % of The
BMA Municipal Swap Index (the "BMA
Index") in effect for each Alternative Rate Reset
Date 1 the relevant Caiculation Penod,
calculated by multiplying each BMA Index by
the number of Altemative Floating Rate Reset
Dates such BMA Index is in effect, determining
the sum of such products and dividing such sum
by the number of Alternative Floating Rate
Reset Dates in the Calculation Period.

Each Thursday, subiect to adjustment in
accordance with the Following Business Day
Convention..

Actual/Actual

BAAC - 181



DRAFT - January 11, 1999

Altermative Method of Weighted Average
Averaging:
Alternative Floating Rate Date: Upon the occurrence of an Alternative Floating

Rate Date, the Floating Rate Option shall be the
Alternative Floating Rate Option. An
“Altenative Floating Rate Date” shall occur
upon the occurrence (and, in the case of the
events described in clauses 1, 3 and 4 below, the
continuance} of any of the following:

3. Party B defaults under this Transaction or
the Bonds.

4. 2. Party B undertakes with respect to the
Bonds any of the following:

5.
(a) fixed rate conversion;

6. conversion to a mode other than the weekly
mode; or

7. unscheduled redemption.
8.

9. The short term rating of the Bonds falls
below Al+ by S&P or P1 by Moody’s.

10.

11. The long term rating of the Bonds falls
below AA- by S&P or Aa3 by Moody’s.

12.
13. The Bonds are not issued.

14.

15. For any portion of a Calculation Period, any

of the Bonds are held by
‘ , as the liquidity facility
provider, because of a drawing on the Liquidity
Facility.

16.

17. is replaced or
terminated by Party B as the remarketing agent
for the Bonds.

18.

19. An Event of Taxability occurs in respect of

LBFP.BRUTS(ABR) 4
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Events of Taxability:

4, As used in this Confirmation, “Bonds’ shall mean

LBFP BRUTS(ABR)

the Bonds.
20.

(1) Party B is advised in writing by the
Commissioner or any District Director of the
Internal Revenue Service that the interest on the
Bonds is includable in the gross income or
becomes a specific preference item for
individual or corporate minimum taxes, for
federal income tax purposes, of any bondholder;
or

(2)

(3) Party B receives a copy of an opinion of
nationally recognized bond counsel to the effect
that interest on the Bonds received by any
bondholder is includable in gross income, for
federal or state income tax purposes; or

4)

(5) The Internal Revenue Service issues a
statutory notice of deficiency or similar notice to
any bondholder to the effect that the interest on
the Bonds 1s includable in gross income, for
federal tax purposes and Party B has received a
copy of such notice; or

(6)

(7) the mterest on the Bonds becomes
includable in the gross income, for federal or
Texas income tax purposes, of any bondhoider
by reason of legislation or constitutional
amendment, judicial decision or decree, or any
order, ruling or official release by the
Department of the Treasury or the Internal
Revenue Service or the relevant Texas taxing
authority and Party B has received a copy of
such action or other determination.

®
&)

(10)Party B agrees to notify Party A of the
occurrence of any of the Events of Taxability
listed above, or in subsections 1 through 7 of the
Alternative Floating Rate Date section above,
promptly upon the Party B’s awareness thereof.

(11
(12)
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5. Additional Termination Event: The occurrence of an Alternative Floating Rate Date shall
constitute an Additional Termination Event in respect of this Transaction. Party B may designate an
Early Termination Date in respect of such Additional Termination Event pursuant to Section 6 of the
Agreement.

6. If an Additional Termination Event occurs upon the occurrence of an Alternative Floating
Rate Date, Party B may designate an Early Termunation Date provided that Party B first or concurrently
provides satisfactory evidence that Party B has sufficient available funds to pay the Settlement Amount to
be paid by Party B, if any.

7. Party B shall have the night to terminate this Transaction upon at least five (and no more
than twenty) Business Days prior written notice to Party A designating a day not earlier than the day such
notice is effective as an Early Termination Date. Party B's election to terminate this Transaction shall
constitute an Additional Termination Event pursuant to Section 5(b)(v) of the Agreement and, upon such
election, this Transaction shall be terminated according to Section 6 of the Agreement. Party B shall be
the sole Affected Party for purposes of determining any amount payable upon such termination; provided
that, notwithstanding the fact that Party B is the Affected Party, Party B shall designate the Early
Termination Date pursuant to Section 6(b) of the Agreement and this paragraph.

8. For purposes of this Transaction, the definition of “Business Day” shall not include
9. Payment Instructions:
All Payments to Party A:

The Chase Manhattan Bank NY

ABA No. 021000021
for the Account of Lehman Brothers Financial Products Inc.
Account No.

All Payments to Party B:

[BANK NAME]
ABA:

A/C#

A/C Name:

10. Please check this Confirmation carefully and immediately upon receipt so that errors or
discrepancies can be promptly identified and rectified. Please confirm that the foregoing correctly sets
forth the terms of the agreement between Party A and Party B with respect to the particular Transaction to
which this Confirmation relates by either (a) signing in the space provided below and immediately
returning a copy of the executed Confirmation to Party A and/or (b) sending a return communication to
Party A, substantially to the following effect:

“We acknowledge receipt of your communication dated with respect to the
interest rate swap transaction entered into on (the “Transaction™) between Lehman
Brothers Financial Products Inc. and , with a Notional Amount of $ and a
Termination Date of , and confirm that such communication correctly sets forth the
terms of our agreement relating to the Transaction described therein. Very truly yours,

LBFP.BRUTS(ABR) 6
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Please confirm that the foregoing correctly sets forth the terms of our agreement by executing the
copy of this Confirmation enclosed for that purpose and returning it to us.

Yours sincerely,

LEHMAN BROTHERS FINANCIAL PRODUCTS INC.

By:
Name:
Title:

Confirmed as of the
date first above written

THE BOARD OF REGENTS OF
THE UNIVERSITY OF TEXAS SYSTEM

By:
Name:
Title:

LBFP.BRUTS{ABR) 7
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CONFIRMATION

[Pate}

TRANSACTION

TO: The Board of Regents of The University of Texas Systemn
201 West 7% Street

Austin, TX 78701

Attention:

Telephone:

Facsimile:

FROM: Lehman Brothers Financial Products Inc.

3 World Financial Center, 7th Floor
New York, New York 10285-0700
Attention: Notice Generation
Telephone: {212)526-8586
Facsimile: (212) 528-6927

Re: The Board of Regents of The University of Texas, [name of Bond Issue] Bonds

Ladies and Gentlemen:
SUBJECT: SWAP TRANSACTION (REF: )

The purpose of this communication is to set forth the terms and conditions of the interest rate swap
transaction entered into on the Trade Date referred to below (the "Swap Transaction”), between
Lehman Brothers Financial Products Inc. ("Party A") and The Board of Regents of The University of
Texas System ("Party B"). This communication constitutes a "Confirmation" as referred to in the
Swap Agreement specified below.

1. This confirmation supplements or will supplement, forms or will form a part of, and is or
will be subject to, the Master Agreement, which the parties have entered into, dated as of
«as_of_date» (the "Master Agreement"), between Lehman Brothers Financiai Products Inc. and
.«counterparty». All provisions contained in, or incorporated by reference to, the Master Agreement
shall or will govern this Confirmation except as expressly modified below.

2. This communication incorporates the definitions and provisions contained in the 1991 ISDA
Definitions (as published by the International Swaps and Derivatives Association, Inc.) (the
"Definitions"). The definitions and provisions contained in the 1992 ISDA U.S. Municipal Counterparty
Definitions (as published by the International Swaps and Derivatives Association, Inc.) (the
"Definitions"), are incorporated into this Confirmation. In the event of any inconsistency between those
Definitions and this Confirmation, this Confirmation will govern. When used herein, “Bonds” shall have
the meaning specified in paragraph 4 hereof.

3. The terms of the particular Swap Transaction to which this communication relates are as
follows:

LBFP/BRUTS (BMA) 1
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Party A:

Party B:

Notional Amount:

Trade Date:
Effective Date:

Termination Date:

FIXED AMOUNTS:
Fixed Rate Payer:

Floating Rate Payer Payment
Dates:

LBFP/BRUTS (BMA)

LEHMAN BROTHERS FINANCIAL PRODUCTS INC.

THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS
SYSTEM

3 , which shall reduce in such amounts and
such dates (each, a “Reduction Date”) as specified below.
The amount of such reduction in Notional Amount shall
be referred to herein as a “Revised Notional Amount.”

Reduction Date Revised Notional
Amortization Amount Amount

o3
o0 A U7 8 0 BB S B BA BN

(TBD]

Party B

Each February 15, May 15, August 15 and
November 15, subject to adjustment in
accordance with the Modified Following
Business Day Convention.
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Floating Rate Payer Period End [TBD.]
Dates:
Fixed Rate: %
Fixed Rate Day Count Fraction: 30/360
FLOATING AMOUNTS:
Floating Rate Payer: i Party A

Floating Rate Payer Payment Dates: Each February 15, May 15, August 15 and November
' 15, subject to adjustment in accordance with the
Maedified Following Business Day Convention.

Floating Rate Payer Period End

Dates: (TBD]
Floating Rate Option: The BMA Municipal Swap Index (the "BMA
Index"). '

If Municipal Market Data no longer publishes
the BMA Index, Party A shall determine the rate
on each Reset Date. The rate so determined by
Party A shall equal the prevailing rate
determined by Party A for bonds that are rated in
the highest short-term rating category by
Moody's Investors Service, Inc. and Standard &
Poor's Ratings Services, A Division of The
McGraw-Hill Companies, Inc. in respect of
issuers most closely resembling the component
issuers selected by Municipal Market Data and
that are subject to tender by the holders thereof
for purchase on not more than seven days' notice
and the interest on which is (2) variable on a
weekly basis, (b) excludable from gross income
for federal income tax purposes under the
Internal Revenue Code of 1986, as amended (the
"Code"), and (c) not subject to an "alternative
minimum tax" or similar tax under the Code,
unless all tax-exempt bonds are subject to such
tax.

If Municipal Market Data fails or is unable to
make available the BMA Index for any Reset
Date, Party A shall determine the rate in the
manner specified in the immediately preceding
paragraph untii Municipal Market Data makes

available the BMA Index.
Floating Rate Reset Dates: Each Thursday, subject to adjustment in
accordance with the Following Business Day
LBFP/BRUTS (BMA) 3
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Convention.
Floating Rate Day Count
Fraction: Actual/Actual
Method of Averaging: Weighted Average
4, Party B shall have the right to terminate this Transaction upen at least five (and no more

than twenty) Business Days prior written notice to Party A designating a day not earlier than the day such
notice is effective as an Early Termination Date. Party B's ¢lection to terminate this Transaction shall
constitute an Additional Termination Event pursuant to Section 5(b)(v) of the Agreement and, upon such
election, this Transaction shall be terminated according to Section 6 of the Agreement. Party B shall be
the sole Affected Party for purposes of determining any amount payable upon such termination; provided

~ that, notwithstanding the fact that Party B is the Affected Party, Party B shall designate the Early

Termination Date pursuant to Section 6(b) of the Agreement and this paragraph.

5, As used in this Confirmation, “Bonds’ shall mean
6. For purposes of this Transaction, the definition of “Business Day” shall not include
7. Payment Instructions:
All Payments to Party A:
The Chase Manhattan Bank NY

ABA No. 021000021
for the Account of Lehman Brothers Financial Products Inc.
Account No.

All Payments to Party B:

[BANK NAME)]
ABA:

A/C#

A/C Name:

8. Please check this Confirmation carefully and immediately upon receipt so that errors or
discrepancies can be promptly identified and rectified. Please confirm that the foregoing correctly sets
forth the terms of the agreement between Party A and Party B with respect to the particular Transaction to
which this Confirmation relates by either (a) signing in the space provided below and immediately
returning a copy of the executed Confirmation to Party A and/or (b) sending a return communication to
Party A, substantially to the following effect:

“We acknowledge receipt of your communication dated with respect to the
interest rate swap transaction entered into on (the “Transaction™) between Lehman
Brothers Financial Products Inc. and , with a Notional Amount of § and a
Termination Date of , and confirm that such communication correctly sets forth the
terms of our agreement relating to the Transaction described therein. Very truly yours,

LBFP/BRUTS (BMA) 4
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Please confirm that the foregoing correctly sets forth the terms of our agreement by executing the
copy of this Confirmation enclosed for that purpose and returning it to us.

Yours sincerely,

LEHMAN BROTHERS FINANCIAL PRODUCTS INC.

By:
Name:
Title:

Confirmed as of the
date first above written

THE BOARD OF REGENTS OF
THE UNIVERSITY OF TEXAS SYSTEM

By:
Name:
Title:

LBFF/BRUTS (BMA) 5
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CONFIRMATION

[Date]

TRANSACTION

TO: The Board of Regents of The University of Texas System
201 West 7" Street
Austin, TX 78701
Attention:
Telephone:
Facsimile:

FROM: Lehman Brothers Financial Products Inc.
3 World Financial Center, 7th Floor

New York, New York 10285-0700

Attention: Notice Generation

Telephone: (212) 526-8586

Facsimile: (212) 528-6927

Re: The Board of Regents of The University of Texas, [name of Bond Issue] Bonds

Ladies and Gentlemen:
SUBJECT: SWAP TRANSACTION (REF: )

The purpose of this communication is to set forth the terms and conditions of the interest rate swap
transaction entered into on the Trade Date referred to below (the "Swap Transaction"), between
Lehman Brothers Financial Products Ine. ("Party A") and The Board of Regents of The University of
Texas System ("Party B"). This communication constitutes a "Confirmation" as referred to in the
Swap Agreement specified below.

1. This confirmation supplements or will supplement, forms or will form a part of, and is or
will be subject to, the Master Agreement, which the parties have entered into, dated as of
«as_of_date» (the "Master Agreement”), between Lehman Brothers Financial Products Inc. and
«counterparty». All provisions contained in, or incorporated by reference to, the Master Agreement
shall or will govern this Confirmation except as expressly modified below.

2. This communication incorporates the definitions and provisions contained in the 1991 ISDA
Definitions (as published by the International Swaps and Derivatives Association, Inc.) (the
"Definitions"). The definitions and provisions contained in the 1992 ISDA U.S. Municipal Counterparty
Definitions (as published by the International Swaps and Derivatives Association, Inc.) (the
"Definitions"), are incorporated into this Confirmation. In the event of any inconsistency between those
Definitions and this Confirmation, this Confirmation will govern. When used herein, “Bonds” shall have
the meaning specified in paragraph 4 hereof. ‘

3. The terms of the particular Swap Transaction to which this cormmunication relates are as
follows:

LBFP.BRUTS (LIBOR) 1
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Party A:

Party B:

Notional Amount:

Trade Date:
Effective Date:

Termination Date:

FIXED AMOUNTS:
Fixed Rate Payer:

Floating Rate Payer Payment
Dates:

F]dating Rate Payer Period End
Dates:

LBFP.BRUTS (LIBOR)

LEHMAN BROTHERS FINANCIAL PRODUCTS INC.

THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS
SYSTEM

$ , which shall reduce in such amounts and
such dates {each, a “Reduction Date™) as specified below.
The amount of such reduction in Notional Amount shall
be referred to herein as a “Revised Notional Amount.”

Reduction Date  Amortization Revised Notional
Amount Amount

$

[ 5
$

$ $
$

5 )
g

$ $
s

5 g
$

$

L

$

$

S

{TBD]
Party B

Each February 15, May 15, August 15 and
November 15, subject to adjustment in
accordance with the Modified Following
Business Day Convention.

[TBD.]
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Fixed Rate: %
Fixed Rate Day Count Fraction: - 30/360
FLOATING AMOUNTS:

Floating Rate Payer: Party A

Floating Rate Payer Payment Dates: Each February 15, May 15, August 15 and November
15, subject to adjustment in accordance with the
Modified Following Business Day Convention.

Floating Rate Payer Period End
Dates: [TBD]

Floating Rate Option: For each Calculation Period, a per annum rate,
not to exceed the maximum interest rate payable
on the Bonds, expressed as a decimal, equal to ___

% of the arithmetic mean of the USD-
LIBOR-BBA in effect for each Rate Reset Date
n the relevant Calculation Period, calculated by
multiplying each USD-LIBOR-BBA by the
number of Floating Rate Reset Dates such USD-
LIBOR-BBA is in effect, determining the sum
of such products and dividing such sum by the
number of Floating Rate Reset Dates in the
Calculation Period.

Designated Maturity: One Month

Floating Rate Reset Dates: Each day of which commercial banks are open
for business (including dealings in foreign
exchange and foreign currency) in the City of
London (each a “Reset Business Day™) on and
afier the Floating Rate Date (and, if the Floating
Rate Date is a day other than a Reset Business
Day, the Reset Business Day next preceding the

Floating Rate Date.
Floating Rate Day Count
Fraction: Actual/Actual
Method of Averaging: Unweighted Average
4, Party B shall have the right to terminate this Transaction upon at least five (and no more

than twenty) Business Days prior written notice to Party A designating a day not earlier than the day such
notice is effective as an Early Termination Date. Party B's election to terminate this Transaction shall
constitute an Additional Termination Event pursuant to Section 5(b)(v}) of the Agreement and, upon such

LBFP BRUTS (LIBOR) 3
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election, this Transaction shall be terminated according to Section 6 of the Agreement. Party B shall be
the sole Affected Party for purposes of determining any amount payable upon such termination; provided
that, notwithstanding the fact that Party B is the Affected Party, Party B shall designate the Early
Termination Date pursuant to Section 6(b) of the Agreement and this paragraph.

5. As used in this Confirmation, “Bonds’ shall mean
6. For purposes of this Transaction, the definition of “Business Day” shall not include
7. Payment Instructions;

All Payments to Party A:

The Chase Manhattan Bank NY

ABA No. 021000021

for the Account of Lehman Brothers Financial Products Inc.
Account No.

All Payments to Party B:

[BANK NAME]
ABA:

A/C#

A/C Name:

8. Please check this Confirmation carefuily and immediately upon receipt so that errors or
discrepancies can be promptly identified and rectified. Please confirm that the foregoing comrectly sets
forth the terms of the agreement between Party A and Party B with respect to the particular Transaction te
which this Confirmation relates by either (a) signing in the space provided below and immediately
returning a copy of the executed Confirmation to Party A and/or (b) sending a return commumcation to
Party A, substantially to the following effect:

“We acknowledge receipt of your communication dated ___ with respect to the
interest rate swap transaction entered into on (the “Transaction™) between Lehman
Brothers Financial Products Inc. and , with a Notional Amount of $ and a
Termination Date of , and confirm that such communication correctly sets forth the
terms of our agreement relating to the Transaction described therein. Very truly yours,

LBFP.BRUTS (LIBOR) 4
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Please confirm that the foregoing correctly sets forth the terms of our agreement by executing the
copy of this Confirmation enclosed for that purpose and returning it to us.

Y ours sincerely,
LEHMAN BROTHERS FINANCIAL PRODUCTS INC.
By:

Name:
Title:

Confirmed as of the
date first above written

THE BOARD OF REGENTS OF
THE UNIVERSITY OF TEXAS SYSTEM

By:
Name:
Title:

LBFP.BRUTS (LIBOR) 5
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(Multicurrency—Cross Border)

ISDA.

Interaational Swap Dealers Asseciatios, Ise

MASTER AGREEMENT

dated as of

and

bave entered and/or anticipate entering into one or more transactions (cach a “Transaction™) that are or will
be governed by this Master Agreement, which includes the schedule {the “Schedule™), and the documents
and other confirming evidence (each a “Confirmation™) exchanged between the parties coafirming those
Transactions.

Accordingly, the parties agree as follows:—
1. Interpretation

(a) Definitions. Tbe terms defined in Section 14 and in the Schedule will bave the meanings therein
specified for the purpose of this Master Agreement.

(b) Inconsistency. In the event of any inconsistency between the provisions of the Schedule and the
other provisions of this Master Agrecment, the Schedule will prevail. Io the event of any inconsistency
between the provisions of any Confirmation and this Master Agreement (including the Schedule), such
Confirmation will prevail for the purpose of the relevant Transaction.

() Single Agreement. All Transactions are entered into in reliance op the fact that this Master
Agreement and all Confirmations form a single agreetnent between the parties (collectively referred to as
this “Agreement™), and the panies would not otherwise enter into any Transactions.

2. Obligations
(a) General Conditions.

() Eacb party will make each payment or delivery specified in each Confumation to be made by
iL, subject to the otber provisions of this Agreement

(i) Payments under this Agreement will be made oo the due date for value oo that date in the place
of the account specified in the relevant Confirmation or otherwise pursuant 1o this Agreemeant, in
freely transferable funds and in the manner customary for payments io the required curreacy. Where
settlement is by delivery (that is, owber than by paymeat), such delivery will be made for receipt on
the due date in the manper customasy for the relevant obligation unless otberwise specified in the
relevant Conlirmation or elsewbere in this Agreemenl

(i) Eacb obligation of each party under Section 2(a)(i) is subject w (1) the coadition precedent
that oo Event of Default or Potential Event of Default with respect to the otber party has occurred
and is conunuing, {2) the condition precedent that no Early Termination Date in respect of the
relevant Transactioo bas occurred or been effectively designated and (3) each otber applicable
condition precedent specified in Lhis Agreement

. Copyright © 1992 by lsersationa! Swap Deslers Axsociation. lsc
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(b} Change of Account. Either party may change its account for receiving a payment or delivery by
giving notice 10 the otber party at least five Local Business Days prior to the scbeduled date for the paymeat
or delivery to which such cbange applies unless such otber party gives timely notice of 3 reasonable objection
to such change.

© Netting. If oo any date amounts would otberwise be payable:—
(i) in the same currency: and
(ii) in respectof the same Transaction,

by each party to the other, then, on such date, each party’s obligation to make payment of any such amount
will be automatically satisfied and discharged and, if the aggregate amount that would otberwise have been
payable by one party exceeds the aggregate amount that would otherwise bave been payable by the other
party, replaced by an obligation upon the party by whom the larger aggregats amount would have been
payable to pay to the other pany the excess of the larger aggregate amount over the smaller aggregate amount.

Tbe parties may elect in respect of two or more Transactions that a net amount will be determined in respect
of all amounts payable on the same date in the same currency in respect of such Transactions. regardless of
whether such amounts are payable in respect of the same Transaction. The election may be made in the
Schedule or a2 Confirmation by specifying that subparagraph (ii) above will not apply to the Transactions
identified as being subject to the election, together with the starting date (in which case subparagraph (ii)
above will not, or will cease to, apply to such Transactions from such date). This election may be made
separately for different groups of Transactions and will apply separately to each pairing of Offices through
whicb the parties make and receive payments or deliveries.

(d Deduction or Withholding for Tax.

(i) Gross-Up. All payments under this Agreement will be made without any deduction or
withbolding for or on account of any Tax vniess such deduction or withholding is required by any
applicable law, as modified by the practice of any relevant governmental revenue authority, then in.
effect 1f 2 party is so required to deduct or withhold, then that party (~X7) will;:—

(1) promptly notify the otber party ("Y™) of such requirement;

(2) pay to the relevant autborities the full amount required to be deducted or withheld
(including the full amount required 10 be deducted or withbeld from any additional amount
paid by X to Y under wis Secton 2(d)) prompuy upon the earlier of determining that such
deduction or withholding is required or recziving notice that such amount bas been assessed
against Y;

(3) promptly forward to Y an official receipt (or a cenified copy). or other documentation
reasonably acceptable o Y, evidencing such payment to such authorities; and

(4) if such Tax is an Indemnifiable Tax, pay to Y, in addition to the payment t which Y is
otherwise entitled under this Agreement, such additional amount as is necessary to ensure that
the pet amount actually received by Y (free and clear of Indemnifiable Taxes, whether assessed
against X or Y) will equal the full amount Y would bave received had no such deduction or
wilbholding been required. However, X will not be required to pay any additional amount to
Y to the extent that it would not be required 10 be paid but for,—

{A) the failure by Y 10 comply with or perform any asn'.emem coouzined in
Section 4(2)(i}, 4(8)(iii) or 4(d); or .

(B) the failure of a representation made by Y pursuant to Section 3(f) to be accurate and
true unless such failure would sot bave occurred but for (I) any action taken by a taxing
autboriry, or brougbt in a coun of competent jurisdiction, on or after the date oo whicha
Transaction is entered into (regardiess of whether such action is taken or brought with
fespect to a party to this Agreement) or (II) a Change in Tax Law.

2 1SDAs 1992
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(i) Liability. 1f:—
(1) X is required by any applicable law, as modified by the practice of any relevant

governmental revenue authority, to make any deduction or withholding in re_.spect of which X
would not be required to pay an additional amount to Y under Section 2(d)(i)(4);

(2} X does oot so deduct or withhold; and
(3) aliability resulr.iﬁg from such Tax is assessed directly against X,

then, except to the extent Y bas satisfied or then satisfies the liability resulting from such Tax, Y
will promptly pay to X the amount of such liability (including any related liability for interest, but
including any related liabilicy fbr penaliies only if Y bas failed to comply with or perform any
agreement contained in Section 4(a)(i), 4(a)(iii) or 4(d)).

{c) Default Interest; Other Amounts. Prior to the occurrence or effective designation of an Early
Termination Date in respect of the relevant Transaction, 2 party that defaults in the performance of any
paymeat obligaticn will, to the extent permitted by law and subject to Section 6(c), be required o pay interest
{(before as well as after judgment) on the overdue amount to the other party on demand in the same currency
as such overdue amount, for the period from (and including) the original due date for payment to (but
excluding) the date of actual paymeat, at the Default Rate. Such interest will be calculated on the basis of
daily compounding and the actual number of days elapsed, If, prior to the occurrence or effective designation
of an Early Termination Date in respect of the relevant Transaction, a party defaults in the performance of
any obligauon required o be sertled by delivery, it will compensate the otber party on demand if and to the
extent provided for in the relevant Confirmation or elsewbere in this Agreement

i Representations

Each party represents 10 the otber party (which representations will be deemed to be repeated by each party
on each date on which a Transaction js eatered into and, in the case of the répresentations in Section 3(f), at
all tmes untl the termination of this Agreement) that—

(a) Basic Representations.

(i) Status. It is duly organised and validly existing under tbe laws of the jurisdiction of its
organisation Or incorporation and, if relevant under such laws, in good standing;

(ii) Powers. It bas the power 10 exccute this Agreement and any other documentation relating to
this Agreement to which it is a party, to deliver.this Agreement and any other documentation relating
1o this Agreement What it is required by this Agreement to deliver and to perform its obligations
under this Agreement and any obligaticus it bas under any Credit Support Document to which it is
2 party and bas taken all necessary action 1o authorise such execution, delivery and performance;

(iii) No Violation or Conflict. Such execution, delivery and performance do not violate or conflict
wilh any law applicable to it any provision of its constitutional documents, any order or judgment
of any court or other ageacy of government applicabie to it or any of its assets or any contractual
restriction binding on or affecting it or any of its assets;

(iv) Consents. All governmental and other consents that are required 1 have been obraiped by it
with respect o this Agreement or any Credit Sypport Document W which it is & party bave been
obiained and are in full force and effect and all conditions of any such consents bave been complied
with; and

(v) Obligations Binding. s obligatioos under this Agreement and any Credit Support Document
1o which it is a party constitute its legal, valid and binding obligations, enforceabie in accordance
with their respective terms (subject to applicable bankrupicy, reorganisation, iansolvency,
moratorium or similar laws affecting creditors’ rights generally and subject, as to enforceability, w
equitable principles of general applicaton (regardless of whether enforcement is sought in a
proceeding in equity or at law)). '
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(b) Absence of Certain Evenss. No Eveat of Default or Poteatial Event of Default or, to its knowledge,
Termination Event with respect to it has occurred and is continuing and no such event or circumstance would
occur as a result of its entering into or performing its obligations under this Agreemest or any Credit Support
Documesnt 10 which it is a party.

(<) Absence of Litigation. There is oot pending or, to its knowledge, threateped against it or any of its
Affiliates any action, suit or proceeding at law or in equity or before any court, tribunal, governmental body,
agency or official or any arbitrator that is likely to affect the legality, validiry or enforceability against it of
this Agreement or any Credit Support Document to which it is 8 party or its ability to perform its obligations
under this Agreement or such Credit Support Document.

()  Accuracy of Specified Information. All applicable information that is furnisbed in writing by ar on
bebalf of it to the other party and is identified for the purpose of this Section 3(d) in the Schedul¢ is, as of
the date of the information, wrue, accurate and complete in every material respect.

(e) Payer Tax Representation. Each representation spccuﬁed in the Schedule as being made by it for
tbe purpose of this Section 3(e) is accurate and true.

(n Payee Tax Representations, Each represeatation specified in the Schedui: as being made by it for
the purpose of this Section 3(f) is accurats and true.

4, Agreements

Each panty agrees with the other thal, so long as either party bas or may have any obligation under this
Agreement or under any Credit Suppont Document to which it is a pany:—

(a) Furnish Specified Information. 1t will deliver 10 the other party or, in cerain cases under
subparagraph (iii) below, to such government or taxing authority as the otber pany reasonably directs:—

(i) any formy, documents or certificates relating to taxation specified in the Schedule or any
Confirmation;

{ii) any otber documents specified in the Schedule or any Confirmation; and

{iii) upon reasonable demand by such otber party, any form or document that may be required or
reasonably requesied in writing in order o allow such other party or its Credit Support Provider to
make a payment under this Agreement or any applicable Credit Support Document without any
deducuon or withbolding for or on account of any Tax or with such deduction or withholding at a
reduced rate (so long as the completion, execution or submission of such form or document would
no! materially prejudice the legal or commercial position of the party ib receipt of such demand),
with any such form or document to be accurate and completed in 8 manner reasonably satisfactory
Lo such other party and o be executed and 10 be delivered with any reasonably required certification,

in cach case by the datz specified in the Schedule or such Coafirmation or, if nose is specified, as soon as
reasonably pracucable. .

{b) Maintain Authorisations. It will use all reasonable efforts to maintain in full force and effect all
consents of any governmental or other authonty that are required 1 be obtained by it with respect to this
Agreement or any Credit Support Document 1o which it is a party and will use all reasonable efforts to obtain
any that may become necessary in the future.

© Comply with Laws. It will comply in all materia) respects with all applicable laws and orders to
which it may be subject if failure s0 to comply would materially impair its ability to perform its obligations
under this Agreement or any Credit Suppont Documest to which it is a party,

(d) Taxr Agreement. It will give sotce of any failure of a representation made by itunder Sectioo 3()
1o be accurate and true promptly upon learning of such failure.

(e) FPayment of Stamp Tax. Subject to Secuion 11, it will pay aoy Stamp Tax levied or imposed upon
itor in respect of its execution or performance of this Agreement by a jurisdiction in which it is incorporated,
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organised, managed and controlled, or considered to have its seat, or in which a branch or office through
which it is acting for the purpose of this Agreement is located (“Stamp Tax Jurisdiction™) and will indemnify
the other party against any Stamp Tax levied or imposed upon the other party or in respect of the other party’s
execution or performance of this Agreement by any such Stamp Tax Jurisdiction which is not also 3 Stamp
Tax Jurisdiction with respect to the other party.

5. Events of Default and Termination Events

(2) Events of Default. The occurrence at any time with respect to a party or, if a_pplicabl:, any (?rcdit
Support Provider of such party or any Specified Entity of such party of any of the following events constitutes
an event of default {(an “Event of Default™) with respect to such party.—

) Failure to Pay or Deliver. Failure by the party to make, when due, any payment under this
Agreement or delivery under Section 2(a)(i} or 2(e) required to be made by it if such failure is not
remedied on or before the third Local Business Day after notice of sucb failure is given o the party;

(ii) Breack of Agreement. Failure by the party to comply with or perform any agreement or
obligation {other than an obligation 10 make any payment under this Agreement or delivery under
Section 2(a)(i) or 2(¢) or to give notice of a Termination Event or any agreement or obligation
under Secuon 4(a)(i), 4(a)(iii) or 4(d)) to be complied with or performed by the party in accordance
with this Agreement if such failure is not remedied on or before the thirtieth day after notice of
such failure is given 10 the party;

{(i1) Credit Support Default.

(1) Failure by tbe party or any Credit Support Provider of such party to comply with or
perform any agreement or obligation 1o be complied with or performed by it in accordance
with any Credit Suppon Document if such failure is continuing after any applicable grace
period bas elapsed;

(2) the expiration or izrmination of such Credit Support Document or the failing or ceasing
of such Credit Support Document to be in full force and effect for the purpose of this Agreement
(in either case other than in accordance with its terms) prior to the satisfaction of all obligations
of such party under each Transaction to which sucb Credit Support Document relates without
the written consent of the other party: or

(3} the party or such Credit Suppont Provider disaffirms, disclaims, repudiates or rejects, in
whole or in part, or cballenges the validity of, such Credit Support Document;

{tv) Misrepresentation. A represeniation (other than a representation under Section 3(e) or {f))
made or repeated or deemed 0 bave been made or repeated by the pany or any Credit Suppon
Provider of such party in this Agreement or any Credit Support Document proves to bave been
incorrect or misleading in any matenal respect when made or repeated or deemed to bave been made
or repeated;

(v) Default under Specified Transaction. The party. any Credit Support Provider of such party or
any appiicable Specified Entity of such party (1) defauits under a Specified Transaction and, after
giving effect to any applicable notice requirement or grace period, there occurs a liguidation of, an
acceleration of obligations under, or an early lermination of, that Specified Transaction, (2) defaults,
after piving effect 10 any applicable notice requirement or grace period, in making any payment ar
delivery due on the last payment delivery or exchange date of, or any payment on early tzrmination
ol, a Specified Transacuon (or such defaull continues for at least three Local Business Days if there
is no applicable notice requirement or grace period) or (3) disaffirms, disclaims, repudiates or
rejects, in whole or in part a Specified Transaction (or such action is taken by any person or entity
appointed or empowered to operate it or act on its bebal();

(vi) Cross Default. 1f =Cross Defauli” is specified in the Schedule as spplying to the party, the
occurrence or existence of (1) a default, eventof default or other similar condition or event (however
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described) in respect of such party, any Credit Support Provider of such party or any applicable
Specified Entity of such party under one Or more agresments Or instruments relating (o Specified
Indebtedness of any of them (individually or collectively) in an aggregate amount of not less than
the applicable Threshold Amouat (as specified in the Schedule) which bas resulted in such Specified
Indebtedness becoming, or becoming capable at such time of being declared, duc and payable under
such agreements or instruments, before it would otherwise have been duc and payable or (2) a default
by such party, such Credit Support Provider or such Specified Eatity (individually or collectively)
in making one or more payments on the due date thereof in an aggregate amount of not less than the
applicable Threshold Amount under such agreements or instruments (after giving effect to any
applicable notice requirement or grace period);

(vii) Bankruptcy. The pany, any Credit Support Provxdcr of such pmy or any applicable Spenﬁcd
Entity of such party:—

{1} is dissolved (other than pursuant to a consolidation. amalgamation or merger); (2) becomes
insolvent or is unable to pay its debts or fails or admits in writing its inability generally to pay
its debrs as they become due: (3) makes a general assignment, arrangement of composition
with or for the bepefit of its creditors; (4) institutes or bas instituted against it a proceeding
secking a judgment of insolvency or bankrupicy or any otber relief under any bankruptcy or
insolvency law or other similar law affecting creditors’ rights, Or a petition is presenied for its
winding-up or liquidation, and, in the case of any such proceeding or petition instituted or
presented against it, such proceeding or petition (A) results in a judgment of insolvency or
bankrupicy or the entry of an order for relief or the making of an order for its winding-up or
liquidation or (B) is not dismissed, discbarged, stayed or restrained in each case within 30 days
of the institution or presentation thereof; (5) bas a resolution passed for its winding-up, official
management or liquidation {(other than pursuant to a consolidation, amalgamation or merger);
{6) seeks or becomes subject to the appointnent of an administrator, provisional liquidator,
conservalor, receiver, rustee, custodian or otber similar official for it or for all or.substantially
all its assets; (7) bas a secured party take possession of all or substantially all its assets or bas
a distress, execution, attachment. sequestration or other legal process levied, enforced or sued
oo or against all or substanually all jts assets and such secured party maintains possession, or
any such process is not dismissed. discharged, stayed or resained, in each case within 30 days
tbereafter; (8) causes or is subject 10 any event with respect to it which, under the applicable
laws of any jurisdiction, bas an analogous effect to any of the events specified in clauses (1)
to (7) {inclusive); or (9) takes any acuion ip furtherance of, orindicating its consent 1o, approval
of, or acquiescence in, any of the foregoing acts; or

(viii) Merger Withour Assumption. Tbe party or any Credit Suppont Provider of such party
consolidates or amalgamates with, or merges with or into. or transfers all or substantially all its assets
to. anotber entity and. at the time of such consolidation, amalgamation, merger or gansfer,—

(1) the resulting, surviving or transferee entity fails to assume all the obligations of such party
or such Credil Suppont Provider under this Agreement or any Credit Support Document to
which it or its predecessor was 8 parly by operation of law or pursuant 10 an agreement
reasonably sausfactory to the other party to this Agresmeant; or

(2) tbe benefits of any Credit Support Document fail 10 extend (without the consent of the
otber party) © the performance by such resulting. surviving or transieree eotity of its
obligations under this Agreement.

Termination Events. Tbe occurrence at any tme with respect 1o a party of, if applicable, any Credit

Support Provider of such party or any Specified Entity of such party of any event specified below constimtes
an llizgality if the event is specified 1n (i) below, a Tax Event if tbe event is specified in (ii) below or a Tax
Event Upon Merger if the eveot is specified in (ili) below, and, if specified t be applicabie, a Credit Eveat
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Upon Merger if the event is specified pursuant to (iv) below or an Additional Termipation Event if the event
is specified pursuant to (v) below:—

1]

(i) [Illegality. Due to the adoption of, or any change in, any applicable law after tbe date oo which
a Transaction is entered into, or due to the promulgation of, or any cbange iz, the il?terpreuuon by
any court, tribunal or regulatory authority with competent jurisdicuon of any apphcal_:lc law afier
such date, it becomes unlawful (other than as a result of a breach by the party of Section 4(b)) for

such party (which will be the Affected Pany):—
T WLy absork the TBO .

(1) to perform any absolute or conungent obligation to make a payment oOf d_chvcry or to
receive a payment or delivery in respect of such Transaction or to comply with any o':hgr

material provision of this Agreement relating to such Transacton; or -

(2) to perform, or for any Credit Support Provider of such party _to perform, any conﬁngcqt
or other obligation which the party (or such Credit Support Provider) bas under any Credit
Support Do¢ument relating to suck Transacuon;

(ii) Tax Event. Due 1o (x) any action taken by a taxing authority, or brought in a court of compeient
jurisdiction, on or after the datwe on which a Transaction is entered into (regardiess of whether such
action is taken or brought with respect to a party to this Agreement) or (y) a Change in Tax Law,
the party (which will be the Affected Party) will, or there is a substantia) likelibood that it will, on
the next succeeding Scheduled Payment Date (1) be required to pay to the other party an additional
amoust in respect of an Indemnifiable Tax under Section 2(d)(i){4) (except in respect of interest
under Scouan 2(e), 6{d)ii) or 6(e)) or (2) receive a paymeat from which an amount is required 1o
be deducted or withheld for or on account of 3 Tax (except in respect of interest under Section 2(e),
6(d)(ii) or 6{)) and po additiona! amount is required w be paid in respect of such Tax under
Section 2(d){(i)(4) (other than by reason of Section 2(d)(i}{4XA) or (B));

{ii) Tax Event Upon Merger. The party (the “Burdened Parry™) on the next succeeding Scheduled
Payment Date will either (1) be required to pay an additional amouat in respect of an Indemnifiable
Tax under Section 2(d)(i)(4) (except in respect of interest under Section 2{e), 6(d)(ii) or 6(e)) or
(2) receive a payment from which an amount bas been deducted or withbeld for or on account of
any Indemnifiable Tax in respect of which the otber party is not required to pay an additional amount
(otber than by reason of Section 2(d)i)(4)(A) or (B)), in either case as a result of a party
consolidating or amaigamating witb, or merging with or into, or transferring all or substantially all
its assets (0. anotber eatity (which will be the Affecicd Party) where such action does not constitute
an event described in Section 5(a) viii)

(iv) Credit Event Upan Merger. \{ ~Credit Event Upon Merger™ is specified in the Schedule as applying
to he party, such party ("X, any Credit Suppont Provider of X or any applicable Specified Entity of X
consolidates or amalgamates with, or merges with or into, or transfers all or substantially all its assets
lo, anotber entity and such action does not constitute an event described in Secton 5(a)(viii) but the
¢reditworthiness of the resulting, surviving or gansferee entry is materially weaker than that of X, such
Credit Suppont Provider or such Specified Entity, as the case may be, immediately prior 10 such action
{and, in sucb event, X or its successor or wansferee, as appropriate, wili be the Affected Party); or

(v} Additional Termination Event. If any "Additional Termination Event™ is specified in the
Scbedule or any Confirmation as applying. the occurrence of such event (and, in such event. the
Affecied Party or Affected Parties sball be as specified for such Additional Termination Event in
tbe Scbedule or such Confirmation).

Event of Default and Illegality. If an event or circumstance which would otherwise constitute or

give rise to an Event of Default also consututes an Illegality, it will be treated as an [llegality and will not
constitute an Event of Defaylt
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6. Early Termination

(a) Right to Terminate Following Event of Default, 1f at any time an Event of Default with respect o
a party (the “Defaulting Party™) has occurred and is then continuing, the other party (the “Non-defaulung
Party™) may, by not more than 20 days notice to the Defaulting Party specifying tbe relevant Eve:_nt of Default,
designate a day not earlier than the day such notice is effective as an Early Terminauon'Dal: in respect of
all outstanding Transactions. If, however, “Automatic Early Termination” is specified 1o q:c Schedule as
applying to a party, then an Early Termination Date in respect of all outstanding Transactions will occur
immediately upon the occurrence with respect to such party of an Event of Default specified in
Section 5(2)(vii)(1), (3, (5), (6) or, to the extent analogous thereto, (8), and as of the Lime immediately
preceding the institution of the relevant proceeding or the presentation of the relevant petition upon.the
occurtence with respect to such party of an Event of Default specified in Section 5{(a)(vii)(4) or, to the extent
analogous thereto, (8). ;

{v) Right to Terminate Following Termination Event.

(i)  Notice. If a Termination Event occurs, an Affected Party will, prompdy upon becoming aware of
it, notify the other party, specifying tbe nature of that Termination Event and each Affected Transaction
and will also give such other information about that Termination Event as the other party may reasonably
require.

(ii) Transfer to Avoid Termination Event. If either an Illegality under Section S(b)(i}(1) or a Tax
Event occurs and there is only one Affected Party, or if a Tax Event Upoo Merger occurs and the
Burdened Party is the Affected Party, the Affected Panty will, as a condition to its right to designate
an Early Termination Datz under Secton 6{b)(iv), use all reasonable efforts (which will not require
such party (o incur a loss, excluding immatenal, incidental expenses) to transfer within 20 days after
it gives notice under Section G(b}i) all its rights and obligations under this Agreement in respect of
the Affecied Transactions to another of its Offices or Affiliates so that such Termination Event
ceases 10 exisL i

If the Affected Pamty is not able 1o make such a transfer it will give notice to the otber party to that
effect within such 20 day period, wbercupon the owber party may effect such a gansfer within
30 days after the notice is given under Section 6(b)(i).

Any such transfer by a party under this Section 6(b)(ii) will be subject to and conditional upon the
prior written consent of the other party, which consent will not be withbeld if such other party's
policies in effect at such time would permit it o enter into transactions with the transferee on the
terms proposed.

(i) Two Affected Parties. If an lllegality under Section 5(b)(i)(1) or 2 Tax Event occurs and there
are two Affected Parties, each party willuse all reasonable efforts to reach agreement within 30 days
alter nouce thereof is given under Section 6(b)i) on action to avoid that Termination Event

{iv) Right te Terminate. 1f:—

(1) avansfer under Secuon 6(bX(ii) or an agrecuienl under Section 6(b)(iii), as the case may
be. bas not been effected with respect 10 all Affected Transactions within 30 days after an
Alffected Party gives notice under Secton 6(b)(i); or

{2) an llegality under Section 5(b)(i)(2), a Credit Event Upon Merger or an Additional
Termination Event occurs, or a Tax Event Upon Merger occurs and the Burdened Party is oot
the Aflected Party,

either party in the case of an lliegality. the Burdened Party in the case of a Tax Event Upon Merger,
any Affecied Party in the case of a Tax Event or an Additional Termination Event if there is more
than one Alffecied Panty, or the party wbich is not the Affected Pany in the case of a Credit Event
Upon Merger or an Additional Termination Event if there is only one Affected Party may, by not
morc than 20 days notice 1o the other pany and provided that the relevant Termination Event is then
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(c)

(d)

(3]

continuing, designate a day oot earlier than the day such notice is effective as an Early Terminaton
Date in respect of all Affected Transactions.

Effect of Designation.

() If notice designating an Early Termination Date is given under Section 6(2) or (b), the Early
Termination Date will occur on the date so designated, whetber or not the relevant Event of Default
or Termination Event is then continuing.

(ii) Upon the occurrence or effective designation of an Early Termination Date, no further
payments or deliveries under Section 2(a)(i) or 2(e) in respect of the Termioated Transactions will
be required to be made, but without prejudice to the other provisions of this Agresmeal. Th:_a.mount.
if any, payable in respect of an Early Termination Date sball be determiped pursuant to Section 6(e).

Calculations.

(i) Statement. On or as soon as reasonably practicable following the occurrence of an Early
Termination Date, each panty will make the calculations on its part, if any, coatemplated by Section 6(e)
and will provide (0 the other panty a statement (1) showing, in reasonable dewail, such calculations
{mtinding all relevant quotations and specifying any amount payable under Section 6(¢)) and (2) giving
details of the relevant account to which any amount payable (o it is to be paid. Ip the absence of wrinen
confirmation from the source of a quotation obtained in determining a Market Quotation, the records of
the party obiaining such quotation will be conclusive evidence of the existznce and accuracy of such
quotation. -

(ii) Payment Date. An amount calculated as being due in respect of any Early Termination Date
under Section 6(¢) will be payable on the day that notice of the amount payabie is effective (in the
case of an Early Termination Date which is designated or occurs as a result of an Event of Defautt)
and on the day which is two Local Business Days after the day on which notice of the amount payable
is effective (in the case of an Early Termination Date which is designated as a result of a Termination
Event). Such amount will be paid together with (10 the extent permized under applicable law)
interest thereon (before as well as after judgment) in the Termination Currency, from (and mcluding)
the relevant Early Termination Date 1o (but excluding) the date such amount is paid, at the
Applicable Ratz. Such interest will be calculated on the basis of daily compounding and the acmal
oumber of days elapsed.

Paymenis on Early Termingtion. 1f an Early Termination Date occurs, the following provisions

shall apply based on the parties’ election in the Scbedule of a payment measure, cither “Market Quotation™
or "Loss”, and a payment metbod. either the “First Metbod™ or the “Second Metbod™. If the parties fail to
designate 2 paymentl measure or payment method in the Schedule, it will be deemed that “Market Quotation™
or the "Second Method™, as the case may be, sball apply. The amount, if any, payabie in respect of an Early
Termination Date and determined pursuast to this Section will be subject to any Set-off.

{1} Events of Default. If the Early Termination Date results from an Event of Default:—

(1) First Method and Marker Quotaiion. If the First Method and Market Quotation apply, the
Defaulling Party will pay w0 the Non-defaulting Party the excess, if a positive sumber, of (A) the
sum of the Settdement Amount (deicrmined by the Non-defaulting Party) in respect of the
Terminated Transactions and the Termination Currency Equivalent of the Unpaid Amounts owing
to the Noo-defaulting Party over (B) e Termination Currency Equivalent of the Unpaid Amounts
owing to the Defaulung Pany.

(2) First Method and Loss. If the First Metbod and Loss apply, the Defaulting Party will pay
to the Non-defaulung Pany, if a positive number, the Non-defaulting Party’s Loss in respect
of this Agreement :

{3) Second Method and Marke: Quotation. If the Second Method and Market Quotation apply,
an amount will be payable equal 10 (A) the sum of the Settlemest Amount (determined by the
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Non-defaulting Pany) in respect of the Terminated Transactions aad the Termipation Currency
Equivalent of the Unpaid Amounts owing to the Non-defaulting Party less (B} the Termination
Currency Equivalent of the Unpaid Amounts owing to the Defaulting Party. If that amount is
a positive number, the Defaulting Party will pay itto the Non-defaulting Party; ifitisa negative
number, the Non-defaulting Party will pay the absolute value of that amount to the Defaulting
Panty.

(4) Second Method and Loss. If the Second Method and Loss apply, an amount will be payable
equal to the Non-defaulting Party’s Loss in respect of this Agreement If that amount is a
positive number, the Defaulting Party will pay it to the Non-defaulting Party: if itis a negative
numbet, the Non-defaulting Party will pay the absolute value of that amount to the Defaulting
Panty. ] -

(ii) Termination Events. If the Early Termination Date results from a Termination Event—

(1) One Affected Party. 1 there is ooe Affected Party, the amount payable will be determined
in accordance with Section 6(e)(i)(3), if Market Quotation applies, or Section 6{e)(i)(4).if Loss
applies, except that, in eitber case, references 1o the Defaulting Party and to the Non-defaulting
Panty will be deemed o be references o the Affected Party and the party which is not the
Affected Panty, respectively, and, if Loss applies and fewer than all the Transacuons are being
terminated, Loss sball be calculated in respect of all Terminated Transactions.

{2y Two Affecied Parties. If there are two Affected Parties:—

(A) if Market Quotation applies. each party will determine a Sertlement Amount in
respect of the Terminated Transactions, and an amouant will be payable equa! to (I) the
sum of (a) one-balf of the difference between the Seulement Amount of the party with
tbe bigber Settlement Amount (*X™) and tbe Settlement Amount of the party with the
lower Seulement Amount ("Y™) and (b) the Termination Cwrrency Equivalent of the
Unpaid Amounts owing to X less (ID) the Termination Currency Equivalent of the Uppaid
Amounts owing to Y and

(B) if Loss applies. each party will determine its Loss in respect of this Agreement (or,
if fewer than all the Transaclions are being terminated, in respect of all Terminated
Transactions) and an amount will be payable egual to one-half of the difference between
he Loss of the party with the bigher Loss (TX7) and the Loss of the party with the lower
Loss (Y™).

1f the amount payable is a positive number, Y will pay it to X; if it is a negative number, X
will pay the absolute value of that amount 0 Y.

(i1i) Adjustment for Bankruptcy. In circumstances where an Early Termination Date occurs
because “Automatic Early Termination™ applies in respect of a panty, the amount determined wnder
this Section (e} will be subject to such adjusuments as are appropriate and permitted by law to
reflect any payments or deliveries made by one party to the other under this Agreement (and retained
by such otber party) during the penod from the relevant Early Termination Date o the date for
payment determined under Secuon 6{d)(ii).

(iv) Pre-Estimate. The parties agree that if Market Quotation applies an amount recoverable under
this Section 6(¢) is a reasonable pre-estimate of loss and not a penalty. Such amount is payable for
the loss of bargain and the loss of protection against future risks and except as otberwise provided
in this Agreement neither party will be entitled to recover any additional damages as & consequence
of such losses.
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7. Transfer

Subject to Section 6(b){(ii), neitber this Agrecment nor any interest ot obligal.'fon io or under this Agreement
may be transferred (whether by way of security or otherwise) by either party without the prior wrnitien Consent
of the other party, except thati—

(2) a party may make such a transfer of this Agreement pursuant to a consolidation or a.ma.lgan}aﬁon
with, or merger with or intw, or transfer of all or substantally all its assets to, another entity (but without
prejudice w any otber right or remedy under this Agreement); and

{(b) a party may make such a transfer of all or any part of its interest in any amount payable to it from
a Defaulung Party under Section 6(e). |

Any purported transfer that is not in compliance with this Section will be void.
8. Contractual Currency

(a) Payment in the Contractual Currency. Each payment under this Agreement will be made in the
relevant eurrency specified in this Agreement for that paymeat (the “Contractual Currency™). To the extent
permiued by applicable law, any obligation to make payments under this Agreemeat in the Contractual
Currency will not be discharged or satisfied by any tender in any currency other than the Contractual
Currency, except to the extent such tender results in the actual receipt by the party to whicb payment is owed,
acuing in a reasonable manner and in good faith in converting the currency so teodered into the Contractal
Currency, of the full amount in the Contractual Currency of all amounts payable in respect of this Agreement.
If for any reason the amount in the Contracrual Currency so received falls short of the amount in the
Contractual Currency payable in respect of this Agreement, the party required to make the payment will, 1o
tbe extent permitted by applicable law, immediately pay such additional amount i the Contractual Currency
as may be necessary 10 compensate for the shortfall. If for any reason the amount in the Contractual Currency
50 received exceeds the amount in the Contractual Currency payable in respect of this Agreement, the party
receiving the payment will refund prompty the amount of such excess.

()] Judgmenis. To tbe extent permiued by applicable law, if any judgment or order expressed in &
currency other than the Contractual Currency 1s rendered (i) for the payment of any amount owing in respect
of this Agreement, (ii) for the payment of any amount relaung to any early wermination in respect of this
Agreement or (i) in respect of a judgment or order of another court for the payment of any amount described
in (i) or {ii) above, the party secking recovery, after recovery in full of the apgregate amount to which such
party is eatitled pursuant to the judgment or order, will be entitied to receive immediately from the other
party the amoun!i of any sbortfall of the Conuractual Currency received by such party as a consequence of
sums paid in such other currency and will refund promptly to the other party any excess of the Conrractual
Currency received by such party as a consequence of sums paid in such other currency if such shortfall or
such excess arises or resulis from any variation between the rate of exchange at which the Contractual
Currency is converted into the currency of the judgment or order for the purposes of such judgment or order
and the raie of exchange at which such pany 1s able, acting in a reasooable manoer and in good faith in
converting the cutrency received into the Contractual Currency. to purchase tbe Contractual Currency with
the amount of the currency of the judgment or order actually received by such party. The term “rate of
excbange™ inciudes, without limitation, any premiums and costs of exchange payable in connection with the
purchase of or conversion into the Contractual Currency.

(c) Separate Indemnities. To the extent permitted by applicable law, these indemnities constitute
scparate and independent obligatioas from the other obligations in this Agreement, will be enforceable as
separate and independent causes of acuon, will apply noiwithstanding any indulgence granted by the party
to which any payment is owed and will not be affected by judgment being obtained or claim or proof being
made [or any otber sums payable in respect of this Agreement.

(d) Evidence of Loss. For the purpose of this Section 8, it will be sufficieat for a p&ty to demonstrate
that it would bave suffered a Joss bad an actual excbange or purchase been made.

11 1SDA® 1992

BAAC - 207



9. Miscelianeous

(a) Entire Agreement. This Agreement constitutes the entire agreement and upderstanding of the parties
with respect 10 its subject matter and supersedes all oral communicition and prior writings with respect
thereto.

(b} Amendments. No amendment, modification or waiver in respect of this Agreement will be effective
unless in writing (including a writing evidenced by a facsimile ransmission) and executed by each of the
parties or confirmed by an exchange of telexes or electronic messages on an electronic messaging systeem.

{©) Survival of Obligations. Without prejudice to Sections 2(a)(iii) and 6(c)(ii), the obligations of the
parties under tbis Agreement will survive the termination of any Transaction. :

()] Remedies Cumulative. Except as provided in this ‘Agreement, the rigbts, powers, rcmedi:s and
privileges provided in this Agreement are cumulative and not exclusive of any rights, powers, remedies
and privileges provided by law.

{e)’ Counterparts and Confirmations. -

(i) This Agreement (and each amendment, modification and waiver in respect of if) may be
executed and delivered in counterparts (including by facsimile ransmission), each of which will be
dccmed an original.

{(ii) The parties intend that they are legally bound by the terms of each Transaction from the moment
they agree 10 those terms (whetber orally or otberwise). A Confumation shall be entered into as
soon as praclicable and may be executed and delivered in counterparts (including by facsimile
transmission) or be created by an exchange of telexes or by an exchange of electronic messages on
an electronic messaging sysiem, which in each case will be sufficient for all purposes to evidence
a binding supplement to this Agreement. The parties will specify therein or through another effective
means that any such counterpart, telex or electronic message coostitutes a Confirmation.

n No Waiver of Rights. A failure or delay in exercising any right, power or privilege io respect of this
Agreement will Dot be presumed to operate as a waiver, and a single or pariial exercise of any right, power
or privilege will not be presumed 1o preclude any subsequent or further exercise, of that right, power or
privilege or the exercise of any other right. power or privilege.

() Headings. The headings used in this Agreement are for coavenience of reference only and are not
to affect the construction of or to be taken into consideration in interpreting this Agreement.

10. Offices; Multibranch Parties

(a) If Section 10(a) is specified in the Scheduie as applying, each parry that enters into a Transacdon
through an Office other than its head or bome office represents to the other party that, notwithstanding the
place of booking office or jurisdiction of incorporation or organisation of such pany, the obligations of such
party are the same as if it had entered into the Transaction through its head or bome office. This representation
will be deemed to be repeated by such party on cach date on which a2 Transaction s entered into.

(b) Neitber party may change tbe Office through which it makes and receives payments or deliveries
for the purpose of a Transaction witbout the prior written consent of the other party.

() 1f a party is specified as a Multibranch Party in the Schedule, such Multibranch Party may make
and receive payments or deliveries under any Transaction through any Office listed in the Schedule, and the
Office through whichb it makes and receives payments or deliveries with respect to a Transactioo will be
specified in the relevant Confumation,

11. Expenses -

A Defaulting Party will, on demand, indemnify and bold barmless the otber party for and against all
reasonable out-of-pocket expenses, including legal fees and Stamp Tax, incurred by such other panty by
reason of the enforcement and protection of its rights under this Agreement or any Credit Support Document
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to which the Defaulting Panty is 2 party or by reason of the early termination of any Transaction, including,
but not limited to, costs of collection.

12. Notices

(2) Effectiveness. Any notice or other communication in respect of this Agreement may be given io any
manoer sel forth below (except that a notice or other communication under Section Sor 6 may not be gw_en
by facsimile transmission or electronic messaging system) to the address or pumber Or in accordanc_e with
tbe elecuonic messaging system details provided (see the Schedule) and will be deemed effective as
indicated: —

(i) ifin writing and delivered in person or by courier, on the date it is delivered;
(ii) if sent by telex, oo the date the recipient’s ansv:'erback is received;

(iii) if sent by facsimile ransmission, on the date that ransmission is r:c:ivcd_l by a re_spon'siblt
employee of the recipient in legible form (it being agreed that the burden of proving l'BlEl:lpt wgl .be
on the sender and will not be met by a transmission report generatzd by the sender’s facsimile
machine);

(iv) if sent by certified or registered mail (airmail, if overseas) or the equivalent (retumn receipt
requested), on the date that tnail is delivered or its delivery is attempted; or

(v} if sent by electronic messaging system, on the-date that elecuronic message is received,

unless Lhe date of that delivery (or attempted delivery) or that receipt, as applicable. is not a Local Business
Day or that communication is delivered (or auempted) or received, as applicabte, after the close of business
on a Local Business Day, in which case that communication sball be deemed given and effective on the first
following day ibat is a Local Business Day.

(b) Change of Addresses. Either party inay by notice to the other cbange the address, telex or fa.;simi.lc
number of electronic messaging system details at which notces or other communications are to be given to
it.

13. Governing Law and Jurisdiction

(a) Governing Law. This Agreement will be governed by and construed in accordance with the law
specified in the Schedule.

(b} Jurisdiction. With respect to any suiL action or proceedings relating to this Agreement
(“Proceedings™), each party irrevocably:—

(i) submits 1o the jurisdiction of the English courts, if this Agreement is expressed to be governed
by Englisb law, or 1o the non-exclusive jurisdiction of the courts of the State of New York and the
United Staies District Count located in the Borough of Manbaman in New York City, if this
Agreemenl is expressed 10 be governed by the laws of the State of New York; and

(ii) waives any objection which it may bave atany time to the laying of venue of any Proceedings
brought in any such court, waives any claim that such Proceedings have been brought in an
inconvenient forum and further waives the right to object, with respect to such Proceedings, that
sucb court does not bave any junisdictioo over such party,

Notbing in this Agreement precludes either party from bringing Proceedings in any other jurisdiction
(outside, if this Agreement is expressed (o be governed by Enplish law, the Contracting States, as defined
in Section 1(3) of the Civil Jurisdiction and Judgmenis Act 1982 or any modification, extension or
re-enactment thereof for the time being in force) nor will the bringing of Proceedings io any ont or more
junisdictions preclude the bringing of Procesdings ip any other jurisdiction. T

() Service of Process. Each panty irrevocably appoints the Process Agent (if any) specified opposite
its name in the Schedule to receive, for it and oo its beball, service of process in any Proceedings. if for any
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reasoo any party’s Process Agent is unable to act as such. such party will promptly notify the other party
and within 30 days appoint a substitute process agent accepiable to the other party. The parues ifrcv.ocabl'y
consent o service of process giveo in the manner provided for motices in Section 12. Nothing in this
Agreement will affect the right of eitber party to serve process in any otber manner permitted by law.

(d) Waiver of Immunities. Each party irrevocably waives, 10 the fullest extent permitted by a_ppl:cal?le
law, with respect to itself and its revenues and assets (irrespective of their use or intended use), all immugity
on tbe grounds of sovereignty or otber similar grounds from (i} suit, (ii) jurisdiction of any court, (iii) relief
by way of injunction, order for specific performance or for recovery of property. (iv) arachment of its assets
(whether before or after judgment) and (v) execution or enforcement of any judgment to which it or its
revenues Or assets might otherwise be eotitled in any Proceedings in the courts of any jurisdiction and
irrevocably agrees, to the exteat permitted by applicable law, that it will not claim any such immunity in any
Proceedings. '

14, Definitions

As used in this Agreement;—

“Additional Termination Event’’ has the meaning specified in Section S(b).
“Affected Party” bas the meaning specified ip Section 5(b).

“Affected Transactions™ means (a) with respect to any Termination Event consisting of an lllegality, Tax
Event or Tax Event Upon Merger, all Transactions affected by the occurrence of such Terminaton Event
and (b) with respect to any otber Termination Event, all Transactions.

“Affiliate” means, subject © the Schedule, in relation to any person, any estity cootrolled, directly or
indirectly, by the person, any entity that controls, directly or indirectly, the person or any enuty directty or
directly under common control with the person. For this purpose, “control” of any enlity or person means
ownership of 2 majority of the voting power of the entity or person.

“Applicable Rote” means:—

(2) in respect of obligations payable or deliverable (or which would have been but for Secuon 2(a)(iii))
by a Defaultung Party, the Default Rate:

{b) in respect of an obligation to pay an amount under Section 6(¢) of either party from and afier the date
(determined in accordance with Section 6(d)(ii)) on which tbat amount is payable, the Default Rate;

(€) in respect of all other obligations payable or deliverable (or which would bave beeo but for
Section 2{a)(iii)} by a Non-defaulting Party, the Non-defauit Rate; and

{d) n all other cases, tbe Terminatiop Rate.
“Burdened Party” bas the tmeaning specified in Secuon 5(b).

“Change in Tar Low” means the enacuneot, promulgation, execution or ratification of, or any cbange in or
amendment 10, any law (or in the applicauon or official isterpretation of any law) that octurs oo or afwer the
date on which the relevant Transaction is entered into.

“consent” includes a conseny approval, action, authorisatioo, exemption, notice, filing, registration or
exchange conurol coasent.

“Credit Event Upon Merger” bas the meaning specified in Section 5(b).
“Credit Support Document” means any agresment or instrument that is specified &s such in this Agreement.
*“Credit Support Provider” bas the meaning specified in the Schedule. -

“Default Rate" means a rate per anoum equal to the cost (without proof or evidence of any actual cost) ©
Lhe relevant payee (as certified by it) if it were to fund or of funding the relevant amount plus 1% per anpum.
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“Defaulting Party’ bas the tmeaning specified i Section 6(a).

“Early Termination Date” means the date determined in accordance with Section 6(a) or 6{o)(iv).
“Event of Default” has the meading specified in Section 5(a) and, if applicable, in the Schedule.
“Ilegality” bas the meaning specified in Section 5(b).

“Indemnifichle Tar” means any Tax other than 2 Tax that would not be imposed in respect of a payment
under this Agreement but for a present or former coanection between the jurisdiction of the govemment or
taxation authority imposing such Tax and the recipient of such payment or a persoo related to s_,uch recipieat
(including, without limitation, a connection arising from such recipient or related person being or ha\(:nz
been a citizen or resident of such jurisdiction, or being or baving been organised, present or engaged in a
trade or business in such jurisdiction, or baving or having bad a permanent establishment or fixed place of
business in such jurisdiction, but excluding a connection arising solely from such recipient or related person
baving executed, delivered, performed its obligations or received a payment under, or enforced, this
Agreement or a Credit Support Document).

“law" includes any treaty, law, rule or regulation {as modified, in the case of tax matiers, by the pracr._ice of
any relevant governmental revenus authority) and “lawful” and “unlawful” will be construed accordingly.

“Local Business Day™ means, subject 10 the Schedule, a day on which commercial banks are opes for
business (inciuding dealings in foreign exchange and foreign currency deposits) (2) in relation o any
obligation under Section 2(a)i). in the place(s) specified in the relevant Confirmation or, if not so specified,
as otherwise agreed by the parties in writing or determined pursuaat to provisions contained, or incorporated
by reference. in this Agreement, (b) in relation to any other payment. in the place where the relevant account
is located and. if different. in the principal financial ceotre, if any, of the curreacy of such payment, (¢} in
relation 10 any notice or otber communication, including notice contemplated under Section 5(a)(i), in the
city specified in the address for notice provided by the recipient and, io the case of a notice contemplated
by Section 2(b), in the place where the relevant pew account is to be located and (d) in relation to
Section 5(a){v)(2), in the relevant ocations for performance with respect to such Specified Transaction.

“Loss” means, with respect 1o this Agreement or one or more Terminated Transactioes, as the case may be, and
a party, the Terminauon Currency Equivalent of an amount thart party reasonably determines in good faith to be
tts total losses and costs (or gain, it which case expressed as a negative number) in connection with this Agresment
or that Terminated Transacuyios or group of Terminated Transactions, as the case may be, including any loss of
bargain, cost of funding or, ar the eiection of such party but without duplication, loss or cost incurred as a result
of i 1erminating, liquidating. obtainmng or reestablishing any bedge or related trading position (or any gain
resulting from any of them). Loss includes losses and costs (or gams) in respect of any payment or delivery
required o have been made (assuming satisfaction of each applicable condition precedent) on or before the
relevant Early Termination Date and not made, except. s0 as to avoid duplication, if Section 6(e)(iX1) or (3) or
6(e)ii)(2)(A) applies. Loss does pot include a panty's legal fees and out-of-pocket expenses referred to under
Secuon 11, A party will determine its Loss as of the relevant Early Termination Date, or, if that is not reasonably
pracucable. as of the earliest date thereafter as is reasopably practicable. A party may (but need not) determine
its Loss by refersnce 10 quotations of relevant rates or prices from one or more leading dealers in the relevant
markets.

“Market Quotation®™ means, with respect 10 ooe or more Terminated Transactions and a party making the
determination, an amount determined oo the basis of quotations from Reference Market-makers. Each
quotadon will be for an amount il any, tbat would be paid 1o such pany (expressed as a negative number)
or by such pany {expressed as a positive number) in consideration of an agreement between such pany (taking
into account any existing Credil Suppont Document with respect to the obligations of such party) and the
quoting Reference Market-maker to enter into a transaction (the “Replacement Transaction™) that would
have the effect of preserving for such party the economic equivalent of any payment or delivery (whetbher
the underlying obligation was absolute or contingent and assuming the satisfaction of eachb applicable
condition precedent) by the panies under Secuon 2(a)(i) io respect of suck Termioated Transaction or group
of Terminated Transaclions that would, but for e occurrence of the relevant Early Termination Date, bave
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been required after that date. For this purpase, Unpaid Amounts in respect of the Terminated Tran;ac:ion or
group of Terminated Transactions are to be excluded but, without limiation, any payment Of delivery that
would, but for the relevant Early Termination Date, have been required {assuming satisfacton of each
applicable condition precedent) afier that Early Terminaton Date is to be included. The Replacement
Transaction would be subject to such documentation as such party and the Reference Market-taker may, in
good faith, agree. The party making the determination (or its agent) will request each Reference
Market-maker to provide its quotation to the extent reasonably practicable as of the same day and time
(without regard to different time zones) on or as soon as reasonably practicabie after the relevant Early
Termination Date. Tbe day and time as of which those quotations are to be obtained will be selected in good
faith by the panty obliged to make a determinaton under Section 6(c), and, if each party is so obliged, after
consultation with the other. If more than three quotations are provided, the Market Quotation will be the
aritbmelic mean of the quotations, without regard 1o the quotations having the bighest and lowest values. I
exactly three such quotations are provided, the Market Quotation will be the quotation. remaining after
disregarding the highest and lowest quotations. For this purpose, if more than one quotation bas the same
bighest value or lowest value, then one of such quotatons shall be disregarded. If fewer than three quoltions
are provided. it will be deemed that the Market Quotation in respect of such Terminated Transaction or group
of Terminated Transactions cannot be determined.

“Non-default Rate” means a rate per annum equal 10 the cost {without proof or evidence of any actual cost)
1o the Non-defaulting Party (as cenified by i) if it were to fund the relevant amount. :

“Non-defaulting Party” bas the meaning specified in Secuon 6{a).
“Office” means a branch or office of a party. which may be such party’s bead or home office.

“Potential Event of Default” means any event which, with the giving of notice or the lapse of time or both,
would constitute an Event of Defaylt

“Reference Market-makers” means four leading dealers in the relevant market selecied by the party
determining a Market Quotation in good faith (2) from among dealers of the higbest credit standing which
sausfy all tbe critena what such panty applies generally at the time in deciding whbether to offer or to make
an extension of credit and (b) (o the extent practicable, from among such dealers baving an office in the same
city.

“Relevant Jurisdiction” means, with respect to a party, the jurisdicuons (a) in which the party is
incorporated. organised, managed and controlied or considered to have its seat, (b) where an Office tirough
wbich the party is acting for purposes of this Agreement is located, (¢) in which the party executes this
Agreement and (d) in relation to any payment, from or through which such payment is made.

“Scheduled Payment Date” means a date on which a payment or delivery is to be made under Section 2(a)(i}
with respect to a Transaction.

“Sei-off” means set-off, offsel, combination of accounts. right of retention or withholding or similar right
or requirement Lo wbich the payer of an amount under Section 6 is entitled or subject (whether arising under
this Agreement another contracL apphicable taw or otherwise) that is exercised by, or imposed on, such

payer.
“Settlement Amoun!” means, with respect 1o a pany and any Early Termination Date, the sum of.—

()  the Terminauon Currency Equivalent of the Market Quotations { whetber positive or negative) for each
Terminated Transaction or group of Tertninated Transactions for which 2 Market Quotation is determined;
and

{b) sucb party’s Loss (whether posiuve or nepative and without reference to any Unpaid Amounts) for
each Terminated Transaction or group of Terminated Transactions for which a Market Quotation cannot be
determined or would pot {in the reasonable belief of the party making the determipation) produce a
commercially reasonable result

“Specified Entity” bas the meaning specified in the Schedule.
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“Specified Indebtedness” means, subject to the Schedule, any obligation (wbether preseat or future,
contipgent or otherwise, as principal or surety or otherwise) in respect of borrowed money.

“Specified Transaction” means, subject to the Schedule, (a) any transaction (including an agreement with respect
tbereto) now existing or bereafter eotered into between one party 10 this Agreement (or any Credit Support
Provider of such party or any applicable Specified Entity of such party) and the other party to this Agreement (or
any Credit Support Provider of such other pasty or any applicable Specified Entity of such other party) which is
a rate swap ransaction, basis swap, forward rate transaction, commodity swap, commodity option, equity or
equity index swap, equity or equity index option, bond option, interest rate oplios, foreign exchange transaction,
cap transaction, floor tramsaction, collar fransaction, currency Swap ransaclion, CTOSS-CUITenCy rate Swap
transaction, currency option or any otber similar rransaction {(inciuding any option with respect to any of these
transactions), (b) any combination of these transactions and (c) any other transaction identified as a Specified
Transaction in this Agreemeant or the relevant confirmation.

“Stamp Tar” means any stamp, registration, documentation or similar tax.

“Tac’” means any present or future tax, levy, impost, duty, charge, assessment or fee of any nawre (including
interest,