












































































































































































































































































































































Section 10.04. Amendments or Modification. Any 
provision of this Agreement or the Promissory Note may be 
amended or modified if, but only if, such amendment or 
modification is in writing and is signed by the Board and 
Bank. 

Section 10.05. Severability. Any provision of this 
Agreement which is prohibited, unenforceable or not 
authorized shall be ineffective to the extent of such 
prohibition, unenforceabi li ty of non-authorization without 
invalidating the remaining provisions hereof. 

Section 10.06. Headings. 
Agreement are included herein 
only and shall not constitute 
any other purpose. 

Section headings in this 
for convenience of reference 

a part of this Agreement for 

Section 10.07. Counterparts. This Agreement may be 
signed in any number of counterparts, each of which shall be 
an original, with the same effect as if the signatures 
thereto and hereto were upon the same instrument. Complete 
sets of counterparts shall be lodged with the Board and the 
Bank. 

Section 10.08. Texas Law; Venue. This Agreement shall 
be deemed to be a contract made under and shall be construed 
in accordance with and governed by the laws of the State of 
Texas. The venue for any legal action to enforce or inter
pret this Agreement shall be in Travis County, Texas. 

Section 10.09. Successors and Assigns; Participations. 
This Agreement may not be assigned by the Bank, or other 
than by operation of law to a successor or merged 
institution, unless with the consent of the Board, provided 
that this shall not restrict the Bank in the sale of 
participations. The Board recognizes that the Bank 
contemplates entering into participation agreements with 
certain other participants whereby the several participants 
will participate with the Bank in the Promissory Note and in 
a portion of each Advance made by the Bank under the 
Promissory Note. Accordingly, the Board confirms that all 
of its representations, warranties, covenants, certifica
tions and obligations under this Agreement and the Promis
sory Note, as well as all rights under the lien and pledge 
securing the payment of the Promissory Note and granted to 
the Bank pursuant to the Resolution and Section 2.10 of this 
Agreement, are for the benefit of the participants as well 
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as for the benefit of the Bank. No assignee, participant or 
other transferee of the Bank's rights shall be entitled to 
receive any greater payment under Section 9. 02, than the 
Bank would have been entitled to receive with respect to the 
rights transferred, unless such transfer is made with the 
Board's prior written consent or by reason of the provisions 
of Section 9.02, requiring the Bank to designate a different 
Lending Office under certain circumstances or at a time when 
the circumstances giving rise to such greater payment did 
not exist. 

IN WITNESS WHEREOF, the parties hereto have caused this 
Agreement to be duly executed by their respective authorized 
officers as of the day and year first above written. 

Address: 

201 West Seventh Street 
Austin, Texas 78701 

AddressjLendingOffice: 

23 Wall Street 
New York, NY 10015 
Telex No. 420230 

BOARD OF REGENTS OF THE UNIVERSITY 
OF TEXAS SYSTEM 

By: 
~I~t~s-,----------------------------

MORGAN GUARANTY TRUST COMPANY OF 
NEW YORK 

By: 
~I~t-s-,----------------------------
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EXHIBIT A 

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM 
CREDIT AGREEMENT PROMISSORY NOTE 

Austin, Texas 
February 11, 1988 

For value received, THE BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM, an agency and political 
subdivision of the State of Texas organized and existing 
under and by virtue of the laws of the State of Texas (the 
"Borrower"), promises to pay, solely from the special funds 
hereafter referred to, to the order of MORGAN GUARANTY TRUST 
COMPANY OF NEW YORK (the "Bank"), for the account of its 
Lending Office, the aggregate unpaid principal amount of 
each Advance made by the Bank to the Borrower pursuant to 
the Amended and Restated Credit Agreement referred to below 
on the last day of the Interest Period relating to such 
Advance. The Borrower promises to pay interest on the 
unpaid principal amount of each such Advance on the dates 
and at the rate or rates provided for in the Amended and 
Restated Credit Agreement. All such payments of prinicpal 
and interest shall be made in lawful money of the United 
States in Federal or other immediately available funds at 
the office of the bank at 23 Wall Street, New York, New 
York. 

All Advances made by the Bank, the respective 
maturities thereof and all repayments of the principal 
thereof shall be recorded by the Bank and, prior to any 
transfer hereof, endorsed by the Bank on the schedule 
attached hereto, or on a continuation of such schedule 
attached to and made a part hereof; provided that the 
failure of the Bank to make any such recordation or 
endorsement shall not affect the obligations of the Borrower 
hereunder or under the Amended and Restated Credit 
Agreement. 

This note is the Promissory Note referred to in the 
Amended and Restated Credit Agreement dated as of 
February 11, 1988 between the Borrower and the Bank (as the 
same may be amended from time to time, the "Credit 
Agreement"). Terms defined in the Credit Agreement are used 



herein with the same meanings. Reference is made to the 
Credit Agreement for provisions for the prepayment hereof. 

If the holder enforces this Promissory Note upon 
default, the Borrower shall reimburse ·the holder for 
reasonable costs and expenses incurred by the holder in 
collection, including attorney's fees and expenses as set 
out in Section 10.03 of the Credit Agreement. This 
Promissory Note shall be construed under and governed by the 
laws of the State of Texas but Chapter 15, Texas Credit Code 
(Art. 5069-15.01, V.A.T.C.S.) shall not apply. 

This Promissory Note, including the interest herein, is 
payable solely from and secured by a lien upon and pledge of 
certain revenues and certain other valuable funds and moneys 
of the Borrower, all as set forth in the Credit Agreement 
and the Resolution; and this Promissory Note does not 
constitute a general obligation or indebtedness of the 
Borrower within the meaning of any constitutional, charter 
or statutory limitations or provisions (and the holder 
hereof shall never have the right to require or compel the 
levy of ad valorem taxes for the payment of the principal of 
and interest on this Promissory Note). Reference is made to 
the Credit Agreement and such Resolution for the provisions 
relating to the security of this Promissory Note and the 
duties and obligations of the Borrower. 

Made and executed at Austin, Texas, on the day and year 
first above written. 

Attest: 

By: 
=---~~~~--~------Executive Secretary 

(SEAL) 

BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

By: 
=c~h-a~i-r_m_a_n __________________ ___ 
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Date 

Promissory Note (cont'd) 

ADVANCES AND PAYMENTS OF PRINCIPAL 

Prime or 
CD Advance 

Amount 
of 

Advance 

Amount of 
Principal 
Repaid 
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Made by 



TO: 

FROM: 

EXHIBIT B 

NOTICE OF ADVANCE 

Morgan Guaranty Trust Company 
of New York ("Bank") 

Board of Regents of The University 
of Texas System ("Board") 

The Board, acting herein by the undersigned Authorized 
Representative, pursuant to Section 2.02 and related 
provisions of the Amended and Restated Credit Agreement 
dated as of February ll, 1988 between the Board and the Bank 
(the "Agreement"), issues this notice for an Advance to be 
made under the Agreement as follows: 

l. Date Advance is to be made (which shall be a 
Business Day): 

2. Amount of Advance: 

3. If the Advance is a Repayment Advance, (the type 
of Advance, Prime or CD): 

4. If the Advance is a CD Advance, duration of the 
Interest Period for the Advance: 

5. If the Advance is not a Repayment Advance, the 
Maturity Date (which shall be the date referred to in item l 
above) and Face Amounts of Project Notes to be refunded: 

6. If the Advance is not a Repayment Advance, the 
amount of interest on Project Notes to be refunded: 
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The Advance, to the extent provided in Section 2.02 of 
the Agreement, shall be available for the account of holders 
of the Project Notes at Morgan Guaranty Trust Company of New 
York, the Paying Agent. 

In connection with this Notice of Advance, 
certifies to the Bank that at the date of this 
Advance and on the date of the Advance, the 
specified in Section 3.02 of the Agreement 
satisfied. Capitalized terms herein are used 
meaning given in the Agreement. 

the Board 
Notice of 

conditions 
have been 
with the 

Date of this Notice 
of Advance: ____ _ 

BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

BY:~~--~~~------~~~
AuthorizedRepresentative 
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TO: 

FROM: 

EXHIBIT C 

REDUCTION NOTICE 

Morgan Guaranty Trust Company of New York (the 
"Bank" ) 

Board of Regents of The University of Texas 
System (the "Board") 

The Board, acting herein by the undersigned Authorized 
Representative, pursuant to Section 2. 05 (b) of the Amended 
and Restated Credit Agreement dated as of February 11, 1988 
between the Board and the Bank (the "Agreement") , issues 
this Reduction Notice to elect a reduction in the commitment 
fees pursuant to Section 2. 05 (b) of the Agreement. 
Capitalized terms herein are used with the meaning given in 
the Agreement. 

The Board hereby certifies that on or before the date 
hereof: 

1. the Board has paid Project Notes in an aggregate 
principal amount at least equal to $25,000,000; and 

2. the aggregate principal amount of Project Notes 
outstanding is $ __________________________ __ 

Date: 

BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

By: 
-;;A~u:-:;t:;h~o~r=i-=z-::e-:;d;-;R'-e::p=-r=e-::s-::e:::n:-::t:-:a:-:t•l.:r· v=e-
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TO: 

FROM: 

EXHIBIT D 

INCREASE NOTICE 

Morgan Guaranty Trust Company of New York (the 
"Bank") 

Board of Regents of The University of Texas 
System (the "Board") 

The Board, acting herein by the undersigned Authorized 
Representative, pursuant to Section 2 .OS(b) of the Amended 
and Restated Credit Agreement dated as of February 11, 1988 
between the Board and the Bank (the "Agreement"), issues 
this Increase Notice to enable the Bank to calculate the 
cornmi tment fees pursuant to Section 2. OS of the Agreement. 
Capitalized terms herein are used with the meaning given in 
the Agreement. 

1. On the date hereof, the Board has issued and 
delivered$ _____ in principal amount of Project Notes. 

2. The principal amount of Project Notes issued and 
delivered under the Resolution from the date of the most 
recently delivered Reduction Notice through and including 
the date of this Increase Notice is $ ______ _ 

In connection 
certifies to the 
conditions specified 
been satisfied. 

with this Increase 
Bank that at the 
in Section 3.02 of 

Notice, the Board 
date hereof, the 

this Agreement have 

BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

By: 
-;A:-:u"'t"h:-o::-:-:r7ic::z-:e-:d:;-;R~e:-p=r-=e--=s=-=e=-=n=-t=a-:;:t-:::ic::v:-e:--
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EXHIBIT E 

[Letterhead of General Counsel] 

-------------' 1988 

Morgan Guaranty Trust Company 
of New York 

New York, New York 
(the "Bank") 

Gentlemen: 

I am general attorney and associate counsel to the 
Board of Regents of The University of Texas System (the 
"Board") and I have acted in such capacity in connection 
with the Amended and Restated Credit Agreement (the 
"Agreement") between the Bank and the Board dated 
February 11, 1988, the issuance of a promissory note of the 
Board ("Promissory Note") under the Agreement in an 
aggregate principal amount of up to $134,500,000 and the 
amended and restated resolution adopted February 11, 1988 
(the "Resolution") relating to the issuance of Notes (as 
defined in the Resolution) and providing for the execution 
and delivery of the Agreement and issuance of the Promissory 
Note. This opinion is provided to the Bank pursuant to 
Section 3.01(a) (v) of the Agreement. Terms defined herein 
shall have the meanings ascribed to them in the Agreement. 

In connection with my opinion, I have examined the 
following: 

1. A certified copy of the Resolution, which 
Resolution authorizes, among other things, the follow
ing: 

a. execution and delivery of the Agreement, 
and the Promissory Note; 

b. execution and delivery of the Remarket
ing Agreement, as defined in the Resolution; 

c. execution and delivery 
and Paying Agent Agreement, as 
Resolution; and 
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d. execution and delivery of the Project 
Notes; 

2. An executed counterpart of the Agreement; 

3. An executed counterpart of the Remarketing 
Agreement; 

4. An .executed counterpart 
AgentjRegistrarAgreement; 

5. The executed Promissory Note; 

of the Paying 

6. Article 717q, Vernon's Annotated Texas Civil 
Statutes, as amended, and Section 65.46, Texas 
Education Code (collectively, the "Acts"), the 
Constitutional Amendment and such other provisions of 
the Constitution and laws of the State of Texas and the 
United States of America as I believe necessary to 
enable me to render the opinions herein contained; and 

7. Such other agreements, documents, certifi
cates, opinions, letters, and other papers, including 
all documents delivered or distributed on the Effective 
Date (as defined in the Agreement) pursuant to 
Section 3.01 of the Agreement, as I have deemed 
necessary or appropriate in rendering the opinions set 
forth below. 

In my examination, I have assumed the authenticity of 
all documents and agreements submitted to me as originals, 
conformity to the originals of all documents and agreements 
submitted to me as certified or photostatic copies and the 
authenticity of the originals of such latter documents and 
agreements. I have also assumed that the Agreement consti
tutes the valid and binding agreement of the Bank, enforce
able in accordance with its terms against the Bank. 

Based upon the foregoing, and subject to the qualifica
tions described below, I am of the opinion, under applicable 
laws of the United States of America and the State of Texas 
in force and effect on the date hereof, that: 

l. The Board is a duly organized 
existing agency and political subdivision 
of Texas with full power and authority 
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operate its System as currently operated and to issue 
the Project Notes, to pay the costs in connection with 
the System, and to enter into and perform under the 
Agreement and to issue the Project Notes and the 
Promissory Note in connection therewith. The Board has 
full legal right, power and authority (a) to enter into 
the Agreement, the Remarketing Agreement and the Paying 
Agent/Registrar Agreement; (b) to adopt the Resolution; 
(c) to sell, issue and deliver the Project Notes; (d) 
to execute and deliver the Promissory Note and to 
borrow, repay and reborrow under the Promissory Note, 
and (e) to carry out and consummate the transactions 
contemplated by the Resolution, the Agreement, the 
Promissory Note, the Remarketing Agreement and the 
Paying Agent/Registrar Agreement; and the Board has 
complied, at the Effective Date with applicable law, 
including the terms of the Acts and the Constitutional 
Amendment, and with the obligations on its part con
tained in the Resolution, the Project Notes, the 
Agreement, the Promissory Note, the Remarketing Agree
ment and the Paying Agent/Registrar Agreement. 

2. By official action of the Board, the Board 
has duly adopted the Resolution, has duly authorized 
and approved the execution and deli very of, and the 
performance by the Board of the obligations on its part 
contained in, the Project Notes, the Resolution, the 
Agreement, the Promissory Note and the consummation by 
it of all other transactions contemplated by such 
instruments and has all necessary power and authority 
to conduct its business as presently conducted and to 
perform its obligations under the Agreement, the 
Promissory Note and the Project Notes. 

3. Each of the Resolution, the Agreement, the 
Promissory Note and the Project Notes has been executed 
and delivered by duly authorized officers of the Board. 
The Resolution, the Agreement, the Project Notes and 
(to the extent of the amounts advanced or paid to the 
Board thereunder) the Promissory Note each constitute 
valid and binding obligations of the Board enforceable 
against the Board in accordance with their respective 
terms (limited in the case of the Promissory Note to 
the amounts advanced thereunder or otherwise payable in 
accordance with the terms thereof), except as such 
enforcement is limited by bankruptcy, insolvency, 
reorganization, moratorium, liquidation and other 
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similar laws now or hereafter in effect 
affecting generally the enforcement 
rights and remedies. 

relating to or 
of creditors' 

4. No authorization, consent or approval of any 
governmental authority, agency or bureau not already 
obtained is required in connection with (i) the valid 
execution and delivery of the Resolution, the Project 
Notes, the Agreement, the Promissory Note, the Remar
keting Agreement, or the Paying Agent/Registrar 
Agreement by the Board; ( ii) the performance by the 
Board of its obligations under such documents or (iii) 
the borrowing, repayment, and reborrowing under the 
Promissory Note by the Board in accordance with the 
terms of the Agreement and the Promissory Note. 

5. The Board is not in breach of or in default 
under any applicable constitutional provision, law or 
administrative regulation, or any applicable judgment 
or decree or any loan agreement, indenture, bond, note, 
resolution, agreement or other instrument to which the 
Board is a party or to which the Board, or any of its 
property or assets is otherwise subject, and no event 
has occurred and is continuing which, with the passage 
of time or the giving of notice, or both, would consti
tute a default by the Board under any such instrument; 
the execution and delivery by the Board of the Project 
Notes, the Agreement, the Promissory Note, the Remar
keting Agreement and the Paying Agent/Registrar 
Agreement, the adoption of the Resolution and compli
ance by the Board with the provisions of the Resolu
tion, the Project Notes, the Agreement, the Promissory 
Note, the Remarketing Agreement and the Paying Agent/ 
Regis~rar Agreement, and the borrowing of Advances 
pursuant to the terms of the Promissory Note and the 
Agreement do not and will not conflict with or consti
tute a breach of or default under any constitutional 
provision, law, administrative regulation, judgment, 
decree, loan agreement, indenture, bond, note, resolu
tion, agreement or other instrument to which the Board 
is a party or to which the Board or any of its 
properties or assets is otherwise subject. 

6. There is no action, suit, investigation, 
inquiry or proceeding (whether or not purportedly on 
behalf of the Board) pending, or to the best of my 
knowledge, threatened or could be reasonably asserted 
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against the Board or any of its assets in any court, 
governmental agency, public board or body or before any 
arbitrator or before or by any governmental body, ( i) 
affecting the corporate existence of the Board or the 
titles of the officers of the Board to their respective 
offices, or (ii) affecting or seeking to prohibit, 
restrain, or enjoin the sale, issuance or delivery of 
the Project Notes or the Promissory Note, or (iii) in 
any way contesting or affecting the validity or en
forceability of the Project Notes, the Resolution, the 
Agreement, the Promissory Note, the Remarketing 
Agreement or the Paying Agent/Registrar Agreement, or 
( i v) contesting the tax-exempt status of the interest 
on the Project Notes or (v) contesting any authority or 
proceedings for the issuance, sale or delivery of the 
Project Notes or Procr!issory Note, the adoption of the 
Resolution, or the execution and delivery of the 
Agreement, the Project Notes, the Promissory Note, the 
Remarketing Agreement, or the Paying Agent/Registrar 
Agreement, or the performance of the Board's obliga
tions thereunder, or (vi) contesting the powers of the 
Board or questioning or affecting the ability of the 
Board to operate and maintain the Fund, or (vii) which 
involves the possibility of any ruling, order, judgment 
or uninsured liability which may result in any material 
adverse change in the business, properties or assets or 
the condition, financial or otherwise, of the Fund, 
wherein an unfavorable decision, ruling or finding 
would materially adversely affect the validity or 
enforceability of the Project Notes, the Resolution, 
the Agreement, the Promissory Note, the Remarketing 
Agreement, or the Paying Agent/Registrar Agreement; the 
current routine litigation of the Board relating to the 
Fund does not entail any potential recovery or 
liability for material amount which is not otherwise 
covered by the Board's insurance policies. 

7. The Resolution and the Agreement duly and 
effectively grant a lien on and pledge of, as security 
for the Promissory Note, ratably with the Project Notes 
issued for such purpose, ( i) the proceeds from (a) the 
sale of Fund Priority Obligations and Short Term 
Obligations and other obligations of the Board under 
the Constitutional Amendment issued for such purpose, 
and (b) the sale of Project Notes issued pursuant to 
the Resolution of such purposes, and (ii) the amounts 
from time to time on deposit in the Series A Note 
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Payment Fund (as defined in the Resolution) and the 
Special System Account, provided that amounts on 
deposit in the Series A Note Payment Fund derived from 
and attributable to Advances under the Agreement are 
pledged to, and shall be used to pay, amounts payable 
in respect of the Project Notes, and (iii) the Interest 
of the University in the Available University Fund, 
said pledge of the Interest of the University in the 
Available University Fund being subordinate only to the 
pledge thereof for payment of Fund Priority Obliga
tions, and except as so provided the lien of such 
security interest and pledge is valid and binding in 
accordance with its terms without further action on the 
part of the Board and without any filing or recording 
with regard therein except in the records of the Board. 

Yours very truly, 
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EXHIBIT F 

[Letterhead of McCall, Parkhurst & Horton] 

-------------' 1988 

Morgan Guaranty Trust Company 
of New York 

New York, New York 
(the "Bank") 

Gentlemen: 

We have acted as bond counsel to the Board of Regents 
of The University of. Texas System (the "Board") in 
connection with the issuance of a promissory note of the 
Board (the "Promissory Note") in an aggregate principal 
amount of up to $134,500,000 under the Amended and Restated 
Credit Agreement dated February 11, 1988 (the "Agreement") 
between the Bank and the Board and in connection with the 
amended and restated resolution adopted February 11, 1988 
(the "Resolution") relating to the issuance of Notes (as 
defined in the Resolution) and providing for the execution 
and delivery of the Agreement and issuance of the Promissory 
Note. This opinion is provided to the Bank pursuant to 
Section 3.0l(a) (vi) of the Agreement. Terms defined in the 
Agreement and not otherwise defined herein shall have the 
meaning ascribed to them in the Agreement. 

In connection with our opinion, we have examined the 
following: 

( 1) Certified copies of the Resolution which author
izes, among other things, the following: 

(a) execution and delivery of the Agreement and 
the Promissory Note; 

(b) execution and delivery of the Remarketing 
Agreement, as defined in the Resolution; 

(c) execution and delivery 
Agent/Registrar Agreement, as 
Resolution; and 
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(d) execution and delivery of the Project Notes; 

( 2) an executed counterpart of the Agreement; 

(3) an executed counterpart of the Remarketing Agree-
ment; 

(4) an executed counterpart of the Paying 
AgentjRegi strar Agreement; 

( 5) the executed Promissory Note; 

(6) Article 7l7q, Vernon's Annotated Texas Civil 
Statutes, as amended, and Section 65.46, Texas Education 
Code) (collectively, the "Acts"), the Constitutional 
Amendment and such other provisions of the Constitution and 
laws of the State of Texas and the United States of America 
as we believe necessary to enable us to render the opinions 
herein contained; 

(7) an opinion of W. 0. Schultz II, Esq., general 
attorney and associate counsel to the Board, of even date 
herewith provided to you under Section 3 . 01 (a) ( v) of the 
Agreement; and 

(8) such other agreements, documents, certificates, 
opinions, letters, and other papers, including all documents 
delivered or distributed on the Effective Date (as defined 
in the Agreement) pursuant to Section 3.01 of the Agreement, 
as we have deemed necessary or appropriate in rendering the 
opinion set forth below. 

In our examination, we have assumed the authenticity of 
all documents, agreements and certificates submitted to us 
as originals, conformity to the originals of all documents, 
agreements and certificates submitted to us as certified or 
photostatic copies and the authenticity of the originals of 
such latter documents, agreements and certificates. We have 
also assumed, as to the Agreement, that such constitutes the 
valid and binding agreement of the Bank, enforceable in 
accordance with its terms as to the Bank. 

Based upon the foregoing, and subject to the qualifica
tions set out below, we are of the opinion, under applicable 
laws of the United States of America and the State of Texas 
in force and effect on the date hereof, that: 

F-2 



l. The Board is a governmental agency and 
political subdivision of the State of Texas and has the 
requisite power and authority under Texas law to issue 
the Promissory Note and to enter into and perform under 
the Agreement, and to borrow, repay and reborrow under 
the Promissory Note in accordance therewith and in 
accordance with the Agreement. 

2. The Board has duly adopted the Resolution and 
has duly authorized and approved the execution and 
delivery of, and the performance by the Board of the 
obligations on its part contained in, the Promissory 
Note, the Resolution, the Project Notes, the Agreement, 
and the consummation by it of all other transactions 
contemplated by such instruments. 

3. The Agreement and the Promissory Note have 
been executed and delivered by duly authorized officers 
of the Board. The Agreement and the Promissory Note 
each constitute a valid and binding obligation of the 
Board, enforceable against the Board in accordance with 
its respective terms (such obligations being limited in 
the case of the Promissory Note to the amounts advanced 
and outstanding thereunder or otherwise payable in 
accordance with the terms thereof) . 

4. No authorization, consent, approval, permit, 
license or exemption of, or filing or registration 
with, any governmental department, commission, board, 
instrumentality, authority, agency or bureau not 
already obtained is required for the valid execution 
and delivery of the Resolution, the Agreement or the 
Promissory Note by the Board or in connection with the 
performance by the Board of its payment obligations 
under such documents. 

5. The execution and delivery by the Board of 
the Project Notes, the Agreement, the Promissory Note, 
the Remarketing Agreement and the Paying 
Agent/Registrar Agreement and the adoption of the 
Resolution and compliance by the Board with the 
provisions of the Resolution, the Project Notes, the 
Agreement, the Promissory Note, the Remarketing 
Agreement and the Paying Agent/Registrar Agreement do 
not and will not conflict with or constitute a breach 
of or default under any constitutional provision, law, 
or administrative regulation. 
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6. The Promissory Note, ratably with the Project 
Notes, is solely payable from and, pursuant to the 
Resolution and the Agreement, is duly and effectively 
secured by the grant of a first lien on and pledge of 
(except to the extent provided in (iii) below) (i) the 
proceeds from (a) the sale of Fund Priority Obligations 
and Short Term Obligations and other obligations of the 
Board under the Constitutional Amendment issued for 
such purpose, and (b) the sale of Project Notes issued 
for such purpose, (ii) the amounts from time to time on 
deposit in the Series A Note Payment Fund (as defined 
in the Resolution) and Special System Account, provided 
that amounts on deposit in the Series A Note Payment 
Fund derived from and attributable to Advances under 
the Agreement are pledged to, and shall be used to pay, 
amounts payable in respect of Project Notes, and (iii) 
the Interest of the University in the Available Univer
sity Fund, said pledge of the Interest of the Universi
ty in the Available University Fund being subordinate 
only to the pledge thereof for payment of Fund Priority 
Obligations, and except as so provided the lien of such 
security interest and pledge is valid and binding in 
accordance with its terms without further action on the 
part of the Board and without any filing or recording 
with regard thereto except in the records of the Board. 
In accordance with Section 6.10 of the Resolution, as 
limited by Sections 6.03 and 6.05 of the Agreement, the 
Resolution reserves the r~ght and permits the issuance 
of (a) Fund Priority Obligations and additional Short 
Term Obligations and (b) obligations which are junior 
and subordinate to the lien and pledge securing the 
Project Notes and the Promissory Note while the Project 
Notes and the Promissory Note are outstanding, without 
any limitations as to principal amount but subject to 
any terms, conditions and limitations as may be appli
cable thereto. 

8. The Promissory Note constitutes a "refunding 
bond" within the meaning of Sections 18 (b) and (g) of 
Article 7 of the Constitution of the State of Texas. 

Our opinions in paragraphs 3 and 6 above as to enforce
ment are qualified and limited by bankruptcy, insolvency, 
reorganization, moratorium, liquidation and other similar 
laws now or hereafter in effect relating to or affecting 
generally the enforcement of creditors' rights and remedies 
and by the limitations on creditors' remedies contained in 
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the Acts, and such opinions as to enforcement are subject to 
general principles of equity which may permit the exercise 
of judicial discretion, to the reasonable exercise in the 
future by the State of Texas and its governmental bodies of 
the police power inherent in the sovereignty of the State, 
and to the exercise by the United States of America of the 
powers delegated to it by the Constitution of the United 
States of America. Our opinions in paragraph 6 do not 
extend to the status of title of the Board or the Fund to 
properties pledged and encumbered. 

Very truly yours, 

McCALL, PARKHURST & HORTON 
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EXHIBIT G 

CERTIFICATE OF EXECUTIVE VICE CHANCELLOR 
FOR ASSET MANAGEMENT 

THE STATE OF TEXAS § 
§ 

THE UNIVERSITY OF TEXAS SYSTEM § 

I, the undersigned, Executive Vice Chancellor for Asset 
Management of The University of Texas System (the "System"), 
hereby certify as follows: 

1. That capitalized terms used in this Certificate 
have the same meanings given to such terms in the Amended 
and Restated Credit Agreement dated as of February 11, 1988 
(the "Agreement") between the Board of Regents of The 
University of Texas System (the "Board") and Morgan Guaranty 
Trust Company of New York (the "Bank"). 

2. That this certificate is made for the benefit of 
the Bank, the Attorney General of the State of Texas and all 
other persons interested in the Project Notes authorized to 
be issued pursuant to the Resolution; 

3. That 
ing Permanent 
other than the 

the Series 1985 Bonds are the only outstand
University Fund Obligations of the Board, 
Project Notes and the Promissory Note; 

4. That the cost value of the investments and other 
assets of the Permanent University Fund (exclusive of real 
estate) totals $ and the total principal 
amount of Permanent University Fund Obligations of the Board 
that are outstanding (assuming outstanding Advances under 
the Promissory Note of $134,500,000) do not exceed 20 
percent of the cost value of the investments and other 
assets of the Permanent University Fund (exclusive of real 
estate) as of the date of this Certificate; 

5. That the Board is not in default with respect to 
any Permanent University Fund Obligations, or with respect 
to any resolutions authorizing same, or any covenants 
relating thereto; apart from the Resolutions authorizing 
their issuance, there are no agreements under which 
Permanent University Fund Obligations of the Board have been 
issued; 
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6. That the following tables show the total 
dividends, interest, and other income from the Permanent 
University Fund (less administrative expenses) for the years 
1983 through 1987 and the Interest in such income for each 
year actually distributed to the System and the estimated 
and anticipated Interest of the System in the Available 
University Fund during the years 1988 through 1991 (which 
amount is not anticipated to decrease in any year thereafter 
through 2015), which will be deposited to the credit of The 
University of Texas System in the Available University Fund 
in the State Treasury and be available for and pledged, to 
the extent required, to pay the annual debt service 
requirements on the Permanent University Fund Obligations of 
the Board: 

PERMANENT UNIVERSITY FUND 
HISTORICAL AND ESTIMATED ANNUAL INCOME 

(000 Omitted) 

Total Available Two-Thirds 
University Interest of Total Income 

Fiscal Year Fund (after the System Available 
Ending Administration in Available Other to Pay Debt 

August 31 Expenses) University Fund Income Service 

1983 $156,486 $104,324 $6,323 $111,050 
1984 171,437 114,291 7,632 120,535 
1985 187,927 125,285 6,635 131,920 
1986 209,700 139,800 5,111 144,911 
1987* 209, 182 139,455 4,152 143,607 
1988 218,300 145,533 4,000 149,533 
1989 215,700 143,800 4,000 147,800 
1990 218,100 145,400 4,000 149,400 
1991 220,400 146,933 ,4,000 150,933 
1992 223,300 148,867 4,000 152,867 

*unaudited figures 

7. That (i) each of the representations and war
ranties of the Board contained in Article IV of the Agree
ment is true and correct on and as of the date hereof as 
though made on and as of this date (ii) on such date no 
"Event of Default" (within the meaning of the Agreement) and 
no event or condition which with the giving of notice or the 
lapse of time, or both would constitute an Event of Default 
has occurred and is continuing and (iii) on the date hereof 
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the Agreement satisfies the provisions contained in para
graph (a) of Section 6.04 of the Resolution. 

WITNESS MY HAND this __ day of _____ , 1988. 

Executive Vice Chancellor for 
Asset Management 
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EXHIBIT B 

SPECIMEN SIGNATURE OF JESS HAY 

Jess Hay 



EXHIBIT H 

CERTIFICATE OF EXECUTIVE SECRETARY 

THE STATE OF TEXAS § 
§ 

THE UNIVERSITY OF TEXAS SYSTEM § 

I, the undersigned, Executive Secretary of the Board of 
Regents (the "Board") of The University of Texas System (the 
"System"), hereby certify as follows: 

1. That capitalized terms used in this Certificate 
have the same meanings given to such terms in the Amended 
and Restated Credit Agreement dated as of February 11, 1988 
(the "Agreement") between the Board and Morgan Guaranty 
Trust Company of New York (the "Bank"). 

2. Attached hereto as Exhibit A is a true and correct 
copy of the Resolution duly adopted by the Board on 
February 11, 1988, duly amending and restating the Board's 
Amended Resolution (the "Resolution"). 

3. That on February 11, 1988, and at all times since 
such date, the following named persons have duly constituted 
the Board and officers of the System: 

Name 

Jack S. Blanton 
Shannon H. Ratliff 
Bill Roden 
Robert B. Baldwin III 
Sam Barshop 
Louis A. Beecher!, Jr. 
Jess Hay 
w. A. "Tex" Moncrief, Jr. 
Mario Yzaguirre 

Office 

Chairman 
Vice Chairman 
Vice Chairman 
Member 
Member 
Member 
Member 
Member 
Member 

4. That on February 11, 1988, and at all times since 
such date, the following named persons have held and now 
hold the respective positions with the System shown opposite 
their names and the signature appearing above the names of 
each person set forth below is such person's genuine 
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sig-nature and that each of such persons is an Authorized 
Representative under the Resolution: 

Michael E. Patrick 

Brenda F. Meglasson 

Thomas G. Ricks 

Thomas M. Grady 

Executive Vice Chancellor 
for Asset Management 

Director of Endowments 
and Trusts 

Manager of Special 
Investments 
and Financing 

Comptroller 

5. That other than in connection with the au
thorization of the Agreement and the Promissory Note, none 
of the proceedings or authorizations heretofore taken or 
given for the adoption of the Resolution, the execution and 
delivery of the Agreement, the Issuing and Paying Agent 
Agreement, the Remarketing Agreement and the Trust Agreement 
(as such terms are defined in the Resolution) (collectively 
the "Note Agreements") or the issuance of the Project Notes 
or the Promissory Note have been repealed, revoked, amended 
or rescinded. 

6. That this certificate is made for the benefit of 
the Bank, the Attorney General of the State of Texas and all 
other persons interested in the Project Notes authorized to 
be issued pursuant to the Resolution; 

7. That Jack S. Blanton is the duly appointed 
Chairman of the Board and the signature appearing below is 
his genuine signature. 

Jack s. Blanton 
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8. That attached hereto as Exhibit B is a true and 
correct copy of the signature of Jess Hay, who at the time 
of the initial sale of the $100,000,000 of the Series A 
Notes, was Chairman of the Board and whose signature is 
hereby adopted as the signature of the Chairman of the Board 
as of the date hereof. 

WITNESS MY HAND AND THE SEAL OF THE SYSTEM this ___ day 
of ________ , 1988. 

(SEAL OF THE UNIVERSITY 
OF TEXAS SYSTEM) 

Executive Secretary, Board of 
Regents 
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EXHIBIT I 

CERTIFICATE OF GENERAL ATTORNEY AND 
ASSOCIATE COUNSEL 

THE STATE OF TEXAS § 
§ 

THE UNIVERSITY OF TEXAS SYSTEM § 

I, the undersigned, 
Counsel to the Board of 
University of Texas System 
follows: 

General Attorney and Associate 
Regents (the "Board") of The 

(the "System"), hereby certify as 

1. That capitalized terms used in this Certificate 
have the same meanings given to such terms in the Amended 
and Restated Credit Agreement dated as of February 11, 1988 
(the "Agreement") between the Board and Morgan Guaranty 
Trust Company of New York (the "Bank"). 

2. That to the best of my knowledge, no litigation, 
administrative action or proceeding of any nature is pending 
or threatened: 

(i) contesting the corporate existence of the 
Board, or the authority of the officers of 
the Board to adopt, issue, execute, sign and 
deliver the Project Notes, the Agreement, the 
Resolution, the Promissory Note, the Paying 
Agent/Registrar Agreement, the Remarketing 
Agreement or the Trust Agreement, or to 
perform any actions required to be performed 
under any of such instruments; or 

(ii) to restrain or enjoin the issuance or 
delivery of any of the Project Notes or the 
Promissory Note. or the execution, delivery, 
or performance of the Resolution or the Note 
Agreements or the collection of revenues and 
amounts pledged under the Resolution and the 
Agreement with respect to the Project Notes 
and the Promissory Note; or 

(iii) in any way contesting the validity of the 
Resolution, or the validity or enforceability 
or the execution and delivery of the Project 
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Notes, the Agreement, the Promissory Note, 
the Paying Agent/Registrar Agreement, the 
Remarketing Agreement or the Trust Agreement, 
or the authority of the Board to issue the 
Project Notes or the Promissory Note or to 
enter into the Agreement, the Paying 
Agent/Registrar Agreement, the Remarketing 
Agreement or the Trust Agreement; or 

(iv) in any way contesting the powers of the Board 
in connection with any action contemplated in 
the Resolution, the Agreement, the Paying 
Agent/Registrar Agreement, the Remarketing 
Agreement or the Trust Agreement, nor the 
titles of the current officers to their 
respective offices. 

3. That this certificate is made for the benefit of 
the Bank, the Attorney General of the State of Texas and all 
other persons interested in the Project Notes authorized to 
be issued pursuant to the Resolution. 

WITNESS MY HAND this __ day of-----' 1988. 

General Attorney and 
Associate Counsel 
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EXHIBIT J 

' 1988 

Board of Regents of The 
University of Texas System 

Attorney General of the State of Texas 
Standard & Poor's Corporation 
Moody's Investors Service Inc. 

Dear Sirs: 

We have acted as special counsel to Morgan Guaranty 
Trust Company of New York, a New York trust company (the 
"Bank"), in connection with the Amended and Restated Credit 
Agreement dated as of February 11, 1988 (the "Agreement") 
between the Board of Regents of The University of Texas 
System (the "Board") and the Bank. Terms used herein and 
not otherwise defined herein shall have the meanings 
ascribed thereto in the Agreement. 

We have examined originals or copies, certified or 
otherwise identified to our satisfaction, of such documents, 
records, certificates of public officials and other instru
ments and have conducted such other investigations of fact 
and law as we have deemed necessary or advisable for pur
poses of this opinion and have, with your approval and 
without limiting the generality of the foregoing, assumed 
the correctness in all material respects of the representa
tions and warranties made in the Agreement by the Board. 

Upon the basis of the foregoing, we are of the opinion 
that: 

1. The Bank has the power and authority to 
execute, deliver and perform its obligations under the 
Agreement. 

2. The Agreement has been duly executed and 
delivered by the Bank pursuant to due authorization. 
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Board of Regents of The 
University of Texas System 

Page 2 

3. Assuming the due authorization, execution and 
delivery of the Agreement by the Board, the Agreement 
constitutes a valid and binding agreement of the Bank 
enforceable against the Bank in accordance with its 
terms, except as (x) the enforceability thereof against 
the Bank may be limited by insolvency, reorganization, 
liquidation, moratorium or other similar laws affecting 
the enforcement of creditors' rights generally as such 
laws would apply in the event of the insolvency, 
reorganization or liquidation of, or other similar 
occurrence with respect to, the Bank or in the event of 
any moratorium or similar occurrence affecting the Bank 
and (y) the availability of equitable remedies (includ
ing without limitation the remedy of specific perfor
mance) may be limited by equitable principles of 
general applicability. 

We are members of the Bar of the State of Texas and, 
with your approval, the opinion contained herein is limited 
to the law of the State of Texas and the federal law of the 
United States of America. 

The foregoing opinion is for your benefit only and no 
other party may rely on such opinion. 

Very truly yours, 
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sr~Tt rJ' Ttl.lS

couiiTI' rJ' TIAtiS 

TIUST AGREEJIENT 
Attachment D 

r•t• Tru•t ~greeoent Is entered Into by The University of Te•os System 

ft- r sometimes referred to as •rrustor• or the •syst~·) end Ann w. 
{hfr"tina e 

d Treasurer of the State of TellS, (herefnlfter s~tf-es referred 
RtcMr S, 

t he •treasurer• or the •rrustee•.l 
toU 

MTICLE I. 

STATIITOIIf BASIS _, PIJRPOS£ FOR TH£ TRUST 

During the 69th Legislature, the Syst~ obtained e•Dress statutory 

aut,ority to issue •variable rate nates.• See, MB 1837, 69th Legislature. 

~cessary 
to the System's phns to begin to .. rket Slid Ylrloble roto notes 

1, 1 quick and efficient system for paying Interest and principal on sold 

not•• 1 , theY btC~ due and payable. Under t•lstlng low, the Treosury 

lnvuu and ufeteeps the lvalhble University Fund. Also during the 69th 

Legislature, the Treasurer obtained ex~ess stltuto~ authority to serve as 

Trustee of Fund• out•lde the Treosury. ~. SB 366, 69th Legislature, 

soction 3.051. It fs the Intention of the parties hereto to establIsh fr.,. 

.anfes contained fn the Available University Fund 1 secure, collateralized, 

1nterest-btarfng account outside the Treasury for the purpose of servfcfng 

tile vorilble rote notes Issued by the Syst.,., Slid account wf11 be 

ontttled "The State Treasurer-The University of Tun System Specfll 

Account• (hereinafter sa~~ttfMs referr•d to IS •ttw Account •• , 

MTICL£ II. 

CII£ATIOI OF M TIUST 

Tht System by thtst ....-sents dots I'POint the Treasurer u Trustee for 

tht purposo of Investing and collateral I zing funds In the Account. 

MTICLE Ill. 

POIIRS _, DUTI£5 OF M TIUSltE 

(o) Tile Treasurer, as TI"'IStH, wf11 contract with the T"u State 

Treasury ("Treasury") to ••noge Systtt" funds with tht Slfte degree 

of care and ass,.lng the - duty to the Systtll that h 

lpplfcoble to the •anog-nt of funds inside the Tl'euury. The 

fo,.. of the contract bet>oetn the Treasurer and tht Tl'euury fs 



d -reto as [J.I'Ifbit "A" and fs eaprenly approved hy the 
attaChe ·~ 

srst..,. 

T~e Syst~ desires t~t the funds fn t~ account subject to this 
(bl 

Trust De invested fn tftl same •enner and at t~ same rate as other 

sute Treasury I interest-bearing •oney •arket accounts. 

investing Systetft funds, the T"asury shall have all ttt& 

obltgattons, duttes ond powers set out tn Sectton 2.011-2.015 and 

Secttons 3.001-3.003 of 58 366, 69th legislature 1nd orders of the 

Texas Stitt Oepnsttory Boord from tt~e to tt~e tn effect. These 

pooers tnclude but 1re not ltmtted to lporoval of tho fo~ of 1ny 

surety bond offered IS coll1ter11. 

T~ Trustee shall not It 1ny t1N be held ltlblt for 1ny 1ctton or 
tel ·~ 

dlfoult of herself, her 1gonts, Tre1sury ~ployees or of 1ny other 

person tn connection wtth tho 1~1ntstr1tton of the Trust Est1te, 

unless c1used by gross negligence or w11fu1 !Ohconduct. 

NITICLE It. 

DEPOSITS AIID IIITMOUIIALS Flltl'l 111[ N:CGIIIT 

The Syst.., shell effect tho tr1nsfer of funds tnto 1nd out of the 

account by employing the following procedures: 

Col To Nke 1 deposit tnto the Account, the Syst~ w111 c1ust to bt 

issued by t~e Comptroller of Puhlfc Accounts •a warrant ••~• 

poyable to "Ann w. Rtcherds, Trustee for the Untvorstty of Teus 

Syst..,. • The Trtnurer 1111ll 1Med1otely deoostt Slid worrant 

tnto the Account. 

(b) Tho SysUII 111111 JII'0•1dt to the Treuurer 1 resolution tn the fo,.. 

lttlchod hereto 11 [ah1b1t I 1nd1clt1ng tftose tndtvtdulls 

.. powered to hlue 1nlt1"11Cttons concerning ttw Account. 

(c) The Tre11urer 111111 pro•tde 1 resolution to the Sy1t~ tn the foroo 

1tt1cned IS Eahtbtt C tndtc1ttng those 1ndtvtdulls .. oowered to 

rtcehe 1nd eaecute Instructions concerning the Account. 

(d) To wttlldr1• funds fr0111 the Account, 1n IUthortzed Systeoo 

representlthe slllll Issue tnstl"llcttons not liter tllln 1:00 p.•. 

on the d1y funds 1re to be tr1nsferred to In IUthortzed 

Treuurer's representottve tlllt 1 IUIO c1rt11n be wtred tn 

t_.edtately 1•11l1ble funds to Morg1n Gu1r1nty Trust Ca-pony of 

New To,.../FTR Corpor1te TI"IISt 0t111rUient 9M-99-73g reference The 
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Ul'lfversfty of Texas System 'hrflble Rate Notes 

Acct. No. 45JO{Acc:t.No.). Safd instructions "'ay be oral, 

pro~ided hOwever, that 1 wrftten conff~atfon sfgned by any two 

ft~d1v1dua1s authorized per hh1b1t •a• be ~ecehed hy the 

Treasurer's representathe wfthfn 24 hou~s of the oral 

fnstructfon. TIM' System hereby acknowledges thlt the Treasurer's 

represenuthe NY rely on the accuracy of the Sll'l ce~m~unfc:ated by 

If the Syste~ delivers Instructions 

to the Treasurer after 1 p.•., the Treasure~ wfll use fts best 

efforts to complete the transfer before the end of the business 

day. The System acknowledges thlt the securities wire system Is 

In llrgo port beyond the Trusurer's control. The System heroby 

releases the Treasurer fram any wf~e related failures, delays or 

dofaults unless the falluros, delays or defaults are caused by the 

Treasurer's own gross negligence or wtllful misconduct. 

(el Wfro and other chorges Incurred to transDOrt the funds will be 

bfllod to the Systeo by the Banks currontly usod by the Treosurer 

fo,. sfmfhr servfces. Tt.e Bant 's cur .. ent fte sct.edules wfll be 

provided to the System 

(f) At the ond of uch 110nth, the Treuuror shal 1 Issue 1 rtDQrt to 

the System Indicating the balance reoalninq in the Account, tho 

fntorost eorned on the Account for thlt oonth, all deoosits and 

all withdrawols. 

All roouosts to trensftr funds Into or out of the Account shall bo ~ado 

by the Systom 1 n aeeordanct wl th tile above referenced procedurts. 

MTia.£ W. 

Ill stnl.AIIIDUS 

(a) The Trustee ~trtby wefves all f .. s for strv1c:es as Trustee. 

her"eunder. 

(b) No bond shall bt required of the Trusttt; or ff 1 bond is ovor 

required by Taw ~o surety shall bt required on such bond. 

(cl All written notices to the Treasurer concerning this Trust sholl 

either bt forwarded to the Treasurer by ctrtlfled .. 11, return 
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receiPt reauested, teleccoy or delivered to Paul Willial"''s, Associate 

Deputy Treasurer, !'.0. :!o:r. 12608, Capitol Station, Austin, Te:r.as 78711 (111 

E. !7th Street, Austin, ie:r.as 78702). All wrftten notices to The University 

of Te:r.as System concerning this trust shall either be forwarded to The 

:.;1'1 1 versi~f of Texas System by certified mail, return receipt re~uested, 

teiecocy a~ delivered by hand to: 

Thomas Ricks 

Manager~ Debt Administration 

The University of Texas SysteM 

2!0 W. 6th Street 

Austin, Texas 78701 

Telephone: [5!21 499-4340 

Telephone: [5!21 499-4696 

(d) This Trust Agreement shall be governed by the laws of the State of 

Te:r.as and is perfo~able in Travis County, Texas. 

(e) :f any part, clause, provision or condition of this trust is held 

to be void, invalid, or inoperative, such voidness, invalidity, or 

other inoperativeness shall not effect any other clause, crovision 

or condition hereof; but the remainder of this T,.ust Ag,.eement 

shall be effectiVe as tl'1ough sucl'1 clause. provision, o,. condition 

1'1ad not been contained tl'1erein. 

(f) As used in tl'1is Trust Aareement, the l'lascul1ne, feminine or 

genae,., and singular or plu,.al number shall be deemed to include 

the others whenever the context so indicates. 

In Witness Wl'1ereof, this Trust Agreement has been signed by the Trusto,. 

and the Trustee on this , f"m day of :D~t~e:f!.. !985. 

TRUSTOR 
THE UNIVERSITY OF TEXAS SYSTEM 

!y:~~Jh 
:ts: CMI;ett;t;,_/ 
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COIITRACT BElliEEN 

THE TEXAS STATE TliEASURER 

MD 

TH£ TEXAS STATE TREASURY 

EXHIBIT "A" 

This is an agreement by and between Ann W. Richards, Tre1surer of the 

State of Texas, (hereinafter SCII'ftetfmes referred to as •treasurer• or 

•Richards•) and the Texas State Treasury (hereinafter sometimes referred to 

as •treasury•) and fs as follows: 

IIITNESSETH 

WHEREAS, contemporaneously wfth the execution of thfs contract, the 

Treasurer has sfgned 1 Trust Agre~nt with the University of Texas System 

agreeing to serve as Trustee of the State Treasurer-University of Texas 

System Special Account; and 

WHEREAS, SB 366, 69th Legfshture, Section 3.051 In pertinent part 

provides, '(b) the Treasurer functioning IS the Trustee of funds or property 

outside the Treasury 0111 contr1ct with the Treuury to 011n1ge the funds or 

property In 1 011nner sl•tl1r to the NnlgeMnt of funds In the Treasury'; 

1nd 

WHEREAS, the Tre1surer pursu1nt to Section 3.051 desires to contr1ct 

with the Treasury to .. n1ge for her the 'the State Tre1surer-Unlverslty of 

Texas Sprcfal Account•; and 

WHEREAS, the University of Tex1s Syste- h1s consented to this contr1ct 

1nd 111 of tts te,.s; 

NOW THEREFORE, In conslder1tlon of the outu11 pr0111tses and 

considerations herein cont1lned (Including obllgltlons IMposed upon the 

p1rtles by statute) the p1rtles hereto 1gree to IS follows: 



I. 

The Treasury hereby agrees to manage for the Treasurer that one certain 

account known as the State Treasurer-University of Texas Syste~-Specfal 

Account. The Treasury shall safekeep and invest safd account fn the manner 

provided by Sections 2.011-2.015 and Sections 3.001-3.003 of 58 366, 69th 

Legislature and the State Depository Board rules Interpreting those statutes 

from time to time in effect. 

EXECI/TEO this I tf'l:. day of iJ ecs-..bv • 1985. 

TUAS STATE TREASURY 

Consent Granted 

Untversi ty of Teus System ,_.-
\ I c· I . I . 

By'·-~---"'-'-----',/-----'/-~~---------

The 

Its: Executive Vice Chancellor for Asset Management 



RESOLUTION AUTHORIZING 

SPECIAL ACCOUNT WITHDRAWAL AGENTS 

pursuant to SB 366, 69th Legislature, Section 3.051 The University of 

Texas Syste~ and the Treasurer of the State of Texas have create~ ''The State 

Treasurer-The University of Texas Syste~ Special Account"' for the purpose of 

investing and collateral izinq Syste~ Funds. 

The University of Texas System, by and throuqh its duly appointed Boar~ 

of Regents does herehy certify that the followinq administrative officers of 

the University of Texas Syste~. the Executive Vice Chancellor for Asset 

r~nagement, Vice Chancellor and General Counsel, Directnr of Asset Strategy 

and Planning, 11anager of Debt Administration, 11anaoer-Endowrnent Real Estate, 

contra 11 er, Director of Accounting and Operations Officer--Invest~ents and 

Trusts have full authority and are empowered to execute all documents and 

instructions necessary or incidental to creating and maintaining the 

Special Account. Their true signatures appear below. 

This authority shall remain in full force and effect until written 

notice revoking or modifyinq the sane has been received by The University of 

Texas Sys te~. 

HI W!TIJESS \iHEREOF, the Regents have hereunto affixed the seal of The 

University of Texas SystePI. 

SIGNED AND ENTERED this /tJ7H day of ])ECI!H88'Z. 1985. 



RESOLUTION AUTHORIZING 

SPECIAL ACCOUNT KITHDRANAL AGENTS 

E:<HIBIT "C" 

Pursuant to SB 366, 69th Legislature, Section 3.051 the University of 

Texas System and the Treasurer of the State of Teus have created •rhe State 

Treasurer-University of Te~as System Special Account• for the purpose of 

Investing and collateralizing Syst~ Funds. 

I do hereby certify that PAUL J. KILLI~S, KINSOHE JEAN, CAROLYN 

BO~AN, JUANITA GONZALES ANO TERRI CURRY have full authority and are 

.-po•ered to execute all documents and Instructions necessary or fncfdental 

to creating and Nfntalnlng the Special Account. Tllefr true signatures 

1ppear belD\1. 

This authority shall reNin in full force and effect unttl written 

notice revoking or modifying the saooe has bHn received by the University of 

Tuas System. 

IN WinlESS WHEREOF", I have hereunto subscribed my name and affhed the 

seal of the Treasurer of the 

WIRSdMt JtAA 0 

~~ 

I CORRY ~ 
~ 



CERTIFICATE OF INCL~BENCY 

I, che undersigned, hereby certify with respect to that Trust Agreement 
bett.;een The L'niversity of Texas System and Ann W. Richards, Treasurer of 
the State of Texas, that the following persons are the duly chosen and 
acting administrative officers of The University of Texas System holding 
the positions set forth beside their respective names: 

Name Title 

Michael E. Patrick Executive Vice Chancellor for Asset Management 

James L. Crowson Vice Chancellor and General Counsel 

Brenda F. Meglasson Director of Asset Strategy and Planning 

Thomas G. Ricks Manager of Debt Administration 

James S. Wilson Manager, Endowment Real Estate 

Thomas M. Grady Comptroller 

James C. Wcrchan Director of Accounting 

Maxine R. Dean Operations Officer - Investments and Trusts 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the seal of 

The t:niversity of Texas System on this /01N ]),."( ~,r .])€~, I frf,J 

(Seal) 

THE UNIVER~ OF TEX..\S SYSTEM 

By: {UL~ 
Arthur H. DillY 

Its: Executive S~cretary to the 
Board of Regents 
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Attachment E 

PRELIMINARY OFFICIAL STATEME;\'T DATED • 1988 

In the opinion of Bond Coun.sel. interest on the Notes will be excludable from gross income for purposes of 
federal income taxation under existing statutes, court decisions, regulations and published rulings, except as 
explained under "Tal: Exemption" herein. 

$25,000,000 
Board of Regents of 

The University of Texas System 
Permanent Univenity Fund Variable Rate Notes, Series A 

Dated: Date of Issuance Due: December 1, 2015 

The Notes will constitute valid and legally binding special obligations of the Board of Regents of The 
University of Texas System (the ""Board""), secured by and payable from a lien on and pledge of the "Interest 
of The University" in the "Available University Fund" which lien and pledge is junior and subordinate to 
the lien and pledge of the "Fund Priority Obligations" heretofore issued and which may hereafter be issued 
(see "Security for the Notes""). 

The Notes as initially issued will bear interest at Flexible Rates. The rate of interest on the Notes may 
be changed from time to time to Daily, Weekly, Monthly, Quarterly, Semiannual or Tenn Rates ("Variable 
Rates"") or Flexible Rates upon notice as described herein and, under certain circumstances. the Notes may 
be converted to bear interest at a Fixed Rate until maturity. The interest rate to be borne by each Note 
while bearing interest at Variable Rates or Flexible Rates will be detennined by Goldman. Sachs & Co. as 
Remarketing Agent. 

Noteholders have the right to tender their Notes for purchase at the principal amount thereof. plus 
accrued interest, at the times and subject to the conditions described herein. Unless Noteholders elect to 
retain their Notes, Noteholders will be required to tender their Notes for purchase at the end of each 
Flexible Rate Period (as described herein) and upon conversion of the interest rate on the Notes from one 
interest rate mode to a different interest rate mode, except conversions between Daily and Weekly Rates. 
Subject to certain limitations, tendered Notes may be remarketed and remain outstanding. 

The Board has entered into a restated and amended Credit Agreement (the "Agreement") with Morgan 
Guaranty Trust Company of New York (the "Bank") pursuant to which the Bank has agreed, subject to the 
conditions set forth in the Agreement, to make advances upon the request of the Board to refund amounts 
due under any one or more Notes, including any amounts payable as a result of the exercise of any demand 
provision contained in the Notes. 

The Notes will be issued in the denominations of $100.000 and whole multiples thereof while bearing 
interest at Daily, Weekly, Monthly or Quarterly Rates; in denominations of $1,000 and whole multiples 
thereof with a minimum denomination of S100.000 while bearing interest at Flexible Rates; and in 
denominations of $5,000 and whole multiples thereof while bearing interest at a Semiannual or Tenn Rate or 
at the Fixed Rate. 

Morgan Guaranty Trust Company of New York, is Paying Agent/Registrar for the Notes. Principal or 
redemption price of and interest on the Notes will be paid in immediatedly available funds or clearing house 
funds, depending on the interest rate mode, the principal amount of Notes owned and the instructions of 
the registered owner, as described herein. 

Goldman, Sachs & Co. is the Remarketing Agent for the Notes. 

The Notes are subject to redemption prior to maturity as described herein. 

All Notes to be Priced 100% 
Dated: 



tJ ..... I;;I. 1.1 I ......... I 

.z:~ o5:. :::Jo: 
::.1N: 4 

The information contained in this Official Statement has been obtained from the Board and other 
sources which are deemed to be reliable. This Official Statement is submitted in connection with the 
sale of the securities referred to herein. and may not be reproduced or be used. in whole or m part. for 
any other purpose. The delivery of this Official Statement at any time does not imply that the 
information herein is correct as of any time subsequent to its date. 

:\o dealer. salesman or any other person has been authorized by the Board or the Remarketing 
,-\gent to give an~ infonnation or to malce any representations other than as contained in this Official 
Statement in connection with the offering described herein and, if given or made, such other 
information or representation must not be relied upon as having been authorized by any of the 
foregoing. This Official Statement does not constitute an offer of any securities, other than those 
described on the cover page, or an offer to sell or a solicitation of an offer to buy in any jurisdiction in 
which it is unlawful to make such offer, solicitation or sale. 
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The University of Texas System 
Permanent University Fund Variable Rate Notea, Seriea A 

ISTRODUCTORYSTATK~EST 

This Official Statement. which includes the cover page and the Appendices hereto. provides 
certain information regarding the issuance by the Board of Regents of The University of Texas System 
(the ""Board") of its Notes, entitled "Board of Regents of The University of Texas System Permanent 
University Fund Variable Rate Notes, Series A" (the "Notes"). Capitalized terms used in this Official 
Statement have the same meanings assigned to such terms in the resolution (the "Resolution") 
adopted by the Board authorizing issuance of the Notes. 

The University of Texas System (the "System") consists of The University of Texas at Austin and 
thirteen other state-supported institutions currently included in the System by operation of State law 
and the Texas Constitution. For a general discussion of the System, see "APPENDIX A". 

The Board is created by law and is the constitutionally recognized governing board of the System. 
As an agency of the State of Texas. its members are officers of the State and are appomted by the 
Governor with the advice and consent of the Texas Senate. 

The Board has outstanding S32i.420,000 of Permanent University Fund Refunding Bonds. Series 
1985 which together with any additional bonds and notes hereafter issued on a parity with such Series 
1985 Bonds (collectively, the "First Lien Obligations") and the interest thereon are equally and 
ratably secured by and payable &om a first lien on and pledge of the Interest of The University of 
Texas System in the Available University Fund. 

The Board also has outstanding S!OO,OOO,OOO Permanent University Fund Variable Rate Notes. 
Series A pursuant to the terms of the original resolution, as amended on December 4, 1986. The 
original resolution authorized the Board to adopt future resolutions to authorize increases in the 
principal amount of Series A Notes which may be issued and at any one time outstanding. The 
Resolution restates and amends the original resolution and increases the principal amount of Series A 
Notes that may be at any one time outstanding to Sl25,000,000. The issuance of the S25.000.000 Notes 
will be on a parity with and in addition to the outstanding SIOO,OOO,OOO Notes. The Resolution provides 
that the Notes and the interest thereon are secured by a lien on and pledge of the Interest of the 
University of Texas System in the Available University Fund on a junior and subordinate basis to the 
First Lien Obligations and certain other obligations which may hereafter be issued (the First Lien 
Obligations and such other obligations collectively, the "Fund Priority Obligations"). See "Security for 
the Notes". 

The Board will also enter into a restated and amended Credit Agreement with Morgan Guaranty 
Trust Company of New York (the ''Agreement"), pursuant to which Morgan Guaranty Trust Company 
of New York (the "Bank") will agree during the three year period which may be extended by the Bank 
m accordance with the terms of the Agreement to make advances, provided certain conditions are met. 
to refund amounts due on the Notes, which advances are to be evidenced by a note (the "Revolving 
Note") authorized by the Resolution to be issued on a parity with the Notes. See "The Agreement and 
Revolving Note". 

There follow in this Official Statement brief descriptions and summaries of the Notes. the 
Agreement, the Revolving Note and the Resolution. Such descriptions and summaries do not purport 
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to be complete and are subject to and qualified by reference to the provisions of the complete 
docaments, copies of which are available at the offices of the Paying Agent/Registrar and Goldman. 
Sachs & Co. 

THE ~OTES 

The ;l;otes will be issued in the principal amount of S25.000.000 and initially will bear interest at 
Flexible Rates. The ~otes will mature on December 1. 2015, and are subject to redemption prior to 
maturity as set forth below. The principal or redemption price of the Notes is payable at the corporate 
trust office of Ylorgan Guaranty Trust Company of New York. as Paying Agent/Registrar. 

Prior to conversion of the interest rate on the Notes to a Fixed Rate, the Notes mav bear interest 
at Flexible Rates or at a Variable Rate effective for periods ("Flexible Rate Periods" .in the case of 
Flexible Rates and "Rate Periods" in the case of Variable Rates) selected or approved by an 
"Authorized Representative" of the Board. The rate of interest to be borne by the Notes during any 
particular Flexible Rate Period or Rate Period will be determined by the Remarketing Agent as 
described below under "Determination of Interest on the Notes Prior to Fixed Rate ConverSion Date". 
The Notes may bear interest as follows: 

FLEXIBLE RATE YIODE. While the Notes bear interest at Flexible Rates. the interest rate for 
each particular Note will be determined by the Remarketing Agent in accordance with the Resolution 
and will remain in effect for the duration (not exceeding 180 days) of the Flexible Rate Period selected 
for that Note by the Remarketing Agent. While the Notes are in the Flexible Rate mode. Notes may 
have successive Flexible Rate Periods of any duration up to 180 days each and any Note may bear 
interest at a Flexible Rate and for a Flexible Rate Period different from any other Note. 

VARIABLE RATE MODES. The Notes may bear interest at a Variable Rate computed on a Daily. 
Weekly, Ylonthly, Quarterly, Semiannual or Term basis. 

Daily Rate. While the Notes bear interest at a Daily Rate. the interest rate established for the 
Notes will be effective from day to day until changed by the Remarketing Agent in accordance 
with the Resolut1on. 

Weekly Rate. While the Notes bear interest at a Weekly Rate. the interest rate on the Notes 
will be determined weekly by the Remarketing Agent in accordance with the Resolution to be 
effective for a seven-day period commencing on Wednesday of the following week. 

Monthly Rate. While the Notes bear interest at a Monthly Rate, the interest rate will be 
determined monthly by the Remarketing Agent in accordance with the Resolution to be effective 
for a one-month period. 

Qutlrterly Rate. While the Notes bear interest at a Quarterly Rate, the interest rate will be 
determined quarterly by the Remarketing Agent in accordance with the Resolution to remain in 
effect for a three-month period. 

SemiannU4I Rate. While the Notes bear interest at a Semiannual Rate, the interest rate will be 
determined semiannually by the Remarketing Agent in accordance with the Resolution to remain 
in effect for a six-month period. 

Term Rate. While the Notes bear interest at a Term Rate, the interest rate will be determined 
by the Remarketing Agent to remain in effect for a term of one year or any whole multiple of one 
year selected by an Authorized Representative. 

The interest rate mode selected by an Authorized Representative will remain in effect until 
changed by an Authorized Representative by notice to the Paying Agent/Registrar and the Remarket
ing .~gent in accordance with the Resolution. Notice of changes in interest rate modes will be given as 
described below under "Rate Mode Change". 

2 



PCN: 007.00.00.00 

Interest on the !liotes will be calculated on the basis of -365-dav vear. for the actual number of davs 
elapsed while the !liotes bear interest at Flexible Rates or at a Daily. Weekly. ~lonthly or Quarte;ly 
Rate. Interest will be calculated on the basis of a 360-day year of twelve thirty-day months while the 
:\otes bear interest at a Semiannual. Term or Fixed Rate. Interest on a ~ate for a Flexible Rate Period 
will be pa1d in immediately available funds to the registered owner at the end of that Flexible Rate 
Period upon presen•>tion and surrender of the Note. While the Notes bear interest at a Daily. WP~kly. 
~onthly or Quarter!:. Rate. interest will be paid by check mailed to the registered owner or. at the 
written election of the registered owner delivered to the Paying Agent prior to the close of business on 
the Business Day immediately preceding the interest payment date for which such election will be 
effective. in immediately available funds to the owner of record at the close of business on such 
Business Day (such immediately available funds to include wire transfer withm the continental Umted 
States. federal funds check or deposit into the account of such registered owner if such account is 
maintained with the Paying Agent/Registrar). While the Notes bear interest at a Semiannual. Term or 
Fixed Rate. interest will be paid by check mailed to the owner of record at the close of business on the 
15th day of the month preceding the interest payment date whether or not a Business Day or by such 
other method requested by and at the risk and expense of the registered owner. 

Interest on the Notes will be paid on the dates indicated herein under "Summary of Certain 
Provisions of the Notes". 

Notes which bear interest at Flexible Rates will be issued in the denomination of Sl.OOO and whole 
multiples thereof. with a minimum denomination of SlOO,OOO. Notes which bear interest at a Daily, 
Weekly. ~onthly or Quarterly Rate will be issued in denominations of SlOO.OOO and whole multiples 
thereof. Notes which bear interest at a Semiannual, Term or Fixed Rate will be issued in the 
denomination of S5.000 and whole multiples thereof. In the event of a change in interest rate mode so 
that a registered owner owns Notes in an unauthorized denomination. the principal amount of Notes in 
excess of the authorized denomination is subject to mandatory tender for purchase at the principal 
amount thereof plus accrued interest on the date of conversion to the new interest rate mode. 

Notes may be exchanged or transferred at the corporate trust office of the Paying Agent/Registrar. 
For every exchange or transfer of a Note, the Paying Agent/Registrar shall make a charge sufficient to 
reimburse it for any tax. fee or governmental charge required to be paid with respect to such exchange 
or transfer. 

If any !liote is mutilated, lost. stolen or destroyed. the Resolution provides that the Board shall 
execute and the Paying Agent/Registrar shall authenticate a new Note. In the case of a lost. stolen or 
destroyed Note. the Board and the Paying Agent/Registrar may require satisfactory indemnification 
prior to authenticating a new Note. The Board and the Paying Agent/Registrar may charge reasonable 
fees and expenses in connection with replacing Notes mutilated, lost, stolen or destroyed. 

Goldman. Sachs & Co. bas been appointed to serve as Remarketing Agent (the "Remarketing 
Agent") for the Notes. The Remarketing Agent may be removed and a successor Remarketing Agent 
may be appointed in accordance with the Resolution and the Remarketing Agreement. 

Determination of Interest on the Notes Prior to Fixed Rate Convenion Date 

On the date of initial authentication and delivery of the Notes, the Notes shall bear interest at 
Flexible Rates. Thereafter, but prior to conversion of the interest rate on the Notes to a Fixed Rate. the 
interest rate mode for the Notes may be changed from time to time in the manner described below 
under "Rate ~ode Change." 

During each Rate Period, the rate of interest on the Notes shall be that rate which the 
Remarketing Agent determines, under prevailing market conditions on the date of such determination. 
would result in the market value of the Notes being 100% of the principal amount thereof. The 
Remarketing Agent will give the Authorized Representative telephonic notice of the establishment of 
the rate of interest. 

3 
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While in the Flexible Rate mode. each Flexible Rate shall be determined by the Remarketing 
.'\gent in connection with the sale of the ~ate or Notes to which thev relate bv the offer and 
acceptance of purchase commitments for such Notes at a Flexible Rate or Rates and for such Flexible 
Rate Periods as it deems to be adnsable in order to minimize the net interest cost on the ~otes under 
prevailing market conditions and shall notify an Authorized Representative of the Flexible Rate Period 
and the Flexible Rate for each Variable Rate Note by providing tel~phonic notice of such period and 
rate to the Authorized Representative. If the Flexible Rate Period iS approvea by an Authorized 
Representative (and 1! will be deemed to be approved if it is not rejected by an Authorized 
Representative within thirty minutes after such telephonic notice) it shall become effective on the 
first day of the next succeeding Flexible Rate Period. If the period is rejected by an Authonzed 
Representative. the next succeeding Flexible Rate Period shall be of one days duration. 

The determination by the Remarketing Agent of the Flexible Rates or Variable Rate to be borne 
by the Notes shall be conclusive and binding on the holders of the Notes. the Board. the Paying 
Agent/Registrar and the Bank. Failure by the Paying Agent/Registrar to give any notice. or any defect 
thereto. shall not affect the interest rate borne by the Notes or the rights of the owners thereof. In the 
event that the Remarketing Agent is unable, or fails. to determine the Flexible Rates or the Vanable 
Rate. the Flexible Rates or the Variable Rate shall remain those in etfect for the then current Flexible 
Rate Period or Rate Period. In no event shall the interest rate borne by the Notes exceed 15% per 
annum. 

Optional Tender 

While the Notes bear interest at Variable Rates, the registered owners of the Notes may tender 
their Notes for purchase at the principal amount thereof plus accrued interest to the Paying 
Agent/Registrar. as summarized in the table under "Summary of Certain Provisions of the Notes". 

Payment of the purchase price of Notes to be purchased upon optional tender as described herein 
will be made by the Paying Agent/Registrar in immediately available funds in the event the Notes bear 
interest at a Flexible. Daily. Weekly, Monthly or Quarterly Rate or in clearing house funds in the event 
the Notes bear interest at a Semiannual or Term Rate. 

Interest on anv Note which the registered owner thereof has elected to tender for purchase and 
which is not tendered on the tender date, but for which there has been irrevocably deposited with the 
Paying Agent/Registrar an amount sufficient to pay the purchase price thereof. shall cease to accrue on 
the tender date. and the registered owner of such Note shall not be entitled to any payment other than 
the purchase price for such Note, and such Note shall no longer be outstanding and entitled to the 
benefits of the Resolution, except for the payment of the purchase price of such Note from moneys 
held by the Paying Agent/Registrar for such payment. On the optional tender date the Paying 
Agent/Registrar shall authenticate and deliver substitute Notes in lieu of such untendered Notes. 

'.landatory Tender 

The Notes are required to be tendered for purchase. at a purchase price equal to the principal 
amount thereof plus accrued interest, to the Paying Agent/ Registrar on the etfective date of any 
change between interest rate modes except changes between the Daily and Weekly Rate Modes. 
subject. however, to the right of registered owners to elect to retain their Notes as described in the 
table under "Summary of Certain Provisions of the Notes." Any registered owner electing to retain 
!'.'otes shall have no right to tender such Notes prior to the etfective date of the change in interest rate 
mode and such election shall be irrevocable and binding upon tbe registered owner and all subsequent 
registered owners of such Notes. Additionally, each Note bearing interest at a particular Flexible Rate 
must be tendered by the registered owner for purchase at the expiration of the term of such Flexible 
Rate for that Note subject, however, to the right of the registered owner to elect to retain his 
tnvestment in the Note by irrevocable telephonic or written notice delivered to the Remarketing 
Agent not later than 3:00 p.m. New York City time on the day before the expiration of the then current 
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term of such Flexible Rate for that Sate: provided. however. that the registered owners shall not have 
the right to retam possession of their investment in the Notes at the end of the imtial Flexible Rate 
Period for the originally issued Notes. In the event a registered owner of a Note bearing interest at a 
Flexible Rate desires to retain his investment. the regtstered owner must present his :\ote to the 
Paying Agent I Registrar in exchange for payment of principal and accrued interest in immediatelv 
available funds and the Paying Agent: Registrar w1ll authenticate and deliver a substitute Note forth~ 
term of the succeeding Flexible Rate Period in replacement of the old Note. 

The Notes are required to be tendered for purchase. at the purchase price described above. to the 
Paying Agent/Registrar on the Fixed Rate Conversion Date. See "Conversion to a Fixed Rate." Any 
registered owner may elect to retain his Notes by delivering written notice thereof to the Paying 
Agent/Registrar not fewer than fifteen days prior to the Fixed Rate Conversion Date pursuant to the 
Resolution. 

Any Note purchaser which is a registered investment company may waive its option to retain 
Notes subject to mandatory tender pursuant to the foregoing two paragraphs and may request 
mandatory purchase of its Notes on the next optional tender date by delivering an irrevocable notice 
to the Paying Agent/Registrar on or after the date it purchases Notes. 

At all times prior to conversion to a Fixed Rate, the Notes shall be subject to mandatory purchase 
at the purchase price described above. upon the expiration or termination of the Agreement. subject to 
the right of the registered owner to retain his Variable Rate Note (i) on the last Business Day prior to 
the termination or expiration of the Agreement, provided that no such tender and purchase shall be 
required if the Agreement is renewed prior to the date of notice &om the Paying Agent described 
below: or. (ii) on the last Business Day prior to the substitution of a new Agreement, for such Variable 
Rate Notes, provided that no such tender and purchase shall be required if prior to the date of notice 
the Paying Agent/Registrar shall have received confirmation &om Standard & Poor's or Moody's or 
Fitch (or any of them) to the effect that the rating or ratings assigned by any of such agencies to the 
Variable Rate Notes will not be lowered as a result of the expiration or substitution. 

The Paying Agent/Registrar shall give notice by mail to the registered owners of the Notes subject 
to mandatory tender as a result of termination or expiration of the Agreement not less than 30 days 
prior to the mandatory tender date. Any registered owner may elect to retain his Notes by delivering 
written notice thereof to the Paying Agent/ Registrar not fewer than fifteen days prior to the 
Mandatory Tender Date pursuant to the Resolution as described under "Summary of Certain 
Provisions of the Notes". 

Payment of the purchase price of Notes to be purchased upon mandatory tender as described 
herein will be made by the Paying Agent/ Registrar in immediately available funds in the event the 
Notes bear interest at Flexible Rates or at a Daily, Weekly, Monthly or Quarterly Rate and in clearing 
house funds in the event the Notes bear interest at a Semiannual, Term or Fixed Rate. 

On any conversion to a Daily, Weekly, Monthly or Quarterly Rate Period, any Note in a 
denomination which is not a whole multiple ofSlOO.OOO is subject to mandatory tender for purchase on 
the applicable Conversion Date at a purchase price equal to the principal amount thereof: provided. 
however. that any registered owner may elect to retain any portion of its Notes which is in the 
denomination of SlOO,OOO or a whole multiple thereof. On any conversion to a Semiannual or Term 
Rate Penod. any Note in a denomination which is not a whole multiple of S5.000 is subject to 
mandatory tender for purchase on the applicable Conversion Date at a purchase price equal to the 
princ1pal amount thereof: provided, that any registered owner may elect to retain any portion of its 
Soles which is in the denomination of $5,000 or a whole multiple thereof. On any conversion to 
Flexible Rate Periods, any Variable Rate Note which is not in the denomination of SlOO.OOO or a whole 
multiple of Sl.OOO above SlOO.OOO is subject to mandatory tender for purchase on the Flexible Rate 
Conversion Date at a purchase price equal to the principal amount thereof: provided. however. that 
any registered owner may elect to retain any portion of its Variable Rate Note which IS in the 
denomination of $100,000 or a whole multiple of Sl.OOO above $100.000. 
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Interest on any Note which the registered owner has not elected to continue to own after a 
mandata~· tender date and which is not tendered on the mandaton.· tender date. but for which there 
has been 1rrevocably deposited with the Paying Agent/Registrar. an amount sufficient to pay the 
purchase price thereof. shall cease to accrue on the mandatory tender date. and the registered owner 
of such :\ate shall not be entitled to any payment other than the purchase price for such Note. and 
such 'liote shall no longer be outstanding and entitled to the benefits of the Resolu:·un. except for the 
payme:.t of the purchase price of such Note from moneys held by the Paying Agent/Registr:u for such 
payment. On the mandatory tender date the Paying Agent/Registrar shall authenticate and deliver 
substitute Notes in lieu of such untendered Notes. 

Rate \-lode Change 

While the Notes bear interest at Flexible Rates or a Variable Rate. the Paying Agent/RegiStrar 
shall give notice to the registered owners of all Notes of the conversion from one interest rate mode to 
another at the times described in the table under "Summary of Certain Provisions of the Notes." Each 
notice of a change between interest rate modes will be sent by first class mail to the registered owner's 
address as 1t appears on the registration books of the Paying Agent/Registrar and shall state: (i) the 
effective date of and the type of interest rate mode to which the change will be made: (ii) the dates by 
which the Remarketing Agent will determine the Flexible Rates or Variable Rate and the dates by 
which the registered owners will be notified thereof; (iii) if the Notes (including portions which will 
not be in authorized denominations) will be subject to optional or mandatory tender on the effective 
date of the change in the interest rate mode, the procedure for such mandatory tender, including the 
date and time any notices must be received; and (iv) the procedure (including form of notice) to be 
followed if the registered owner desires to retain his Notes. 

Any conversion from a Flexible, Daily, Weekly, Monthly, Quarterly, or Semiannual Rate Period to 
a Term Rate Period: or from a Term Rate Period to another Term Rate Period: or from a Term Rate 
Period to a Flexible. Daily, Weekly, Monthly, Quarterly, or Semiannual Rate Period will be condi
tioned on delivery of an opinion of nationally recognized bond counsel to the effect that the 
conversion will not adversely affect the exemption of interest on the Notes from federal income 
taxation. 

Conversion of interest rate modes may take place only on an interest payment date for the interest 
rate mode then in elfect, except conversions between Daily and Weekly Rate modes may take place on 
Wednesdays. In the case of Notes in the Flexible Rate mode, the conversion date must also be the first 
Business Day of a month. Term Notes may be converted to a different interest rate mode only at the 
expiration of a Term Rate Period. 

Any registered ow....,. of Notu who ""'Y ~ untJb~ to lw lim.ely action on any notice should consider 
u;hether to make arrangm14ml6 for another person to act in fW or her stead. 

Written S otice of Rate 

Registered owners will be notified by first-class mail of the Flexible Rates or Variable Rate 
applicable to the Notes at the times described in the table under "Summary of Certain Provisions of 
the Notes". 

Summary of Certain Provisions of the Notes 

While the Notes bear interest at Flexible Rates or a Daily. Weekly, Monthly, Quarterly. 
Semiannual or Term Rate, the dates on which interest will be paid (the "Interest Payment Dates"). the 
date each interest rate will be determined (the "Rate Determination Date"), the date each interest 
rate will become effective (the "Effective Date of Rate"), the period of time each interest rate will be 
in effect (the "Flexible Rate Period/Rate Period"), the requirements for notice to registered owners of 
interest rate adjustments (the "Written Notice of Rate"), the dates on which registered owners may 
tender their Notes for purchase to the Paying Agent/Registrar and the notice requirements therefor 
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1 the .. Optional Tender Dates: Owners Notice of Optional Tender .. ). the requirements for phvsical 
delivery of tendered Notes and payment provisions therefor ( .. Physical Delivery of and Payment for 
"iotes Subject to Optional and ~andatory Tender .. ). the notice requirements in order to change from 
one interest rate mode to a different interest rate mode ( .. Written Notice of Rate ~ode Change .. ). the 
date on which Notes are subject to mandatory tender for purchase in the event of a change from one 
interest rate mode to a difFerent interest rate mode rr in the event of a change from one Flexible Rate 
Period to another Flex1ble Rate Period ( .. ~andatory Tender Date Upon Rate ~ode Change or Upon 
Flexible Rate Period Change .. ) and the provisions relating to each registered owners right to elect to 
retain his Notes in the event the Notes are subject to mandatory tender as described above (the 
.. Owners Election to Retain Notes Upon Rate Mode Change When Converting to Designated Rate or 
Upon Flexible Rate Period Change .. ) are shown in summary in the following table (all times shown are 
:-iew York City time). A .. Business Day .. is defined in the Resolution to be any day (a) when banks are 
open for business in Austin. Texas and (b) when banks are not authorized to be closed in New York. 
New York. All references to time are in New York City time. 
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Interest Payment Oates 

Rate Determination Date 

Effective Date of Rate: 
Flexible Rate Penod/R.ate 
Period 

Written ~otic:e of Rate 

Optional Tender Dates; 
Owner's ~otice of Optional 
Tender 

Physical Deliver'! of and 
Payment for Bonds Subject to 
Optional and \ofand.atory 
Tender 

Written ~otice of Rate Mode 
Change 

\landaton Tender Date Upon 
Rate .\lode Change or Upoa 
Fle:uble Rate Period Cbaap 

Owner's Election to Retaia 
Bonds l'pon Rate \iode 
Chan1e When Convenina to 
Designated Rate or l'pon 
flexible Rate Period Chan1e 

JOB: 015801 PCN: 012.00.00.00 SIN: JX 
::4 ~5> :oo: 

Fl 'ble Rate ex< ' D ·1 R .. , ate W kl R ee v ate 

With Respect to any ~ate. the j First Busmess Da:o' of each cal- First Business Day of each cal-
last dav of Fle~ible Rate Penod 1 endar month endar month 
for that ~ate 

For each ~ote. on or ~nor to On any Business Day between Tuesday or next Business Day 
the first dav of the Flexi le Rate 1:00 p.m. and 4:00p.m. immedi- of week preceding Effecttve 
Period for ·that !'lote ately preceding Date of Rate. Date of Rate 

For each Note. first day of Flex- Next Business Day following Wednesday of week following 
ible Rate Period for that Note: each Rate Detenninahon Date: each Rate Detenmnanon Date: 
for each N'ote. Flexible Rate ef- Daily Rate eil'ective for one Weeki~ Rate effective through 
fective for destgnated pricing Business Day and for each Busi- Tuesday of next week 
tenn for that Note (not to ex- ness Day thereafter unttl reset 
ceed ISO days) endmg on a Bus· by Remarketing Agent 
iness Day 

To owner upon purchase by Paying Agent/Registrar to mail Paying Agent/Registrar to mail 
confirmation mailed by owner monthly con&nn.ation owner monthly confirmation 
Remarketing Agent statement wtthin ~ Business statement within Busmess 

Days after Interest Payment Days after Interest Payment 
Date Date 

None: None Any BusinesS Day: Telephonic Any Business Day: Written no--
notice by owner to Paying tice by owner to Paying 
Agent/Registrar and Remar- Agent I Registrar on or pnor to 
keting A1ent on or prior to 5:00 p.m. on any Business Day 
11:00 Lm. on such Business Day at least -; days prior to optional 

tender date 

To Paymg A~ent/Registrar by To Payina A~ent/Registrar by To Paying A~ent/Registrar b~ .. 
3.00 p.m. on esignated tender 1:00 p.m. on esignated tender 1:00 p.m. on esignated tender 
date for each Note. payment date: payment by 3:00p.m. same date. payment by 3:00 p.m. iame 
same day day day 

Paying Agent/Registrar to mail If change to Weekly Rate. Pay- II change to Daily Rate. Paymg 
notice to ownen at least 30 days ing Agent/Registrar to maiJ Agent/Re~strar to mail owners 
prior to eil'ective date of Rate owners notice at least 15 days notice at east 15 days prior to 
Mode Change; no notice given prior to elective date of Rate eil'ective date of Rate ~ode 
if F1e~:ible Rates conhnue Mode Chance. If ebange to Chan~e. If change to Flexible. 

Flexible, Monthly or longer Mont ly or longer Rate. Paying 
Rate, Payana Agent/Registru to Agent/Retstrar to ma.J.I owners 
mail ownen notice at leut 30 notice at east 30 days prior to 
days prior to etl'ective date of etl'ective date of Rate \-tode 
Rate Mode Change Change 

For each Note. last day of Fles:i· EfFective date of Rate Mode Etfecti"¥e date of Rate !\.iode 
ble Rate Period for that Bond Change. e~:cept no mandatory Change. e1cept no mandatorv 

tender on ehan1e to Weekly tender on change to Daily Rate 
Rate 

While in Fles:ible Ra1e Mode: Chan1e from Weekly Rate: No. Chanae from Daily Rate: No 
Owner may elect to retain in- prior election necessarv for prior election necessarv for 
vestment in a Note upon notice owner to retain Notes. Change owner to retain Notes. Change 
to Remarketin1 Agent not later from Monthly or longer Rate: from Monthly or longer Rate: 
than 3:00 p.m. on Business Day Owner may elect to retain Owner may elect to retain 
before Note is subject to Notes upon written notice to Notes upon written notice to 
mandatory tender. Change from Payinl Acent I Registrar deliv· Payin& Agent!Repstrar deli"¥-
Vanable Rate: Upon written no- ered on Business Day at least IS ered on Business Day at least 15 
tice to Paying Agent/Registrar days prior to Elective Date of days prior to EB'ective Date of 
dehvered at least 3 Business Rate. Change from Flexible Rate. Change from Fle~:lble 
Days prior to E&'eetive Date of Rate: Owner may elect to retun Rate: Owner may elect to retain 
Rate Notes upon· WT'itten notice to Notes upon wntten not1ce to 

Paying Agent/Regstnr deliv· Paying Agent/ Reg1strar dehv· 
ered on Business ay at least 7 ered on Business Day at least 7 
days prior to E.&'ective Date of days prior to Effective Date of 
Rate Rate 
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\lonthh: Rate Quarter)~· Rate 

Firsr Busmess 
calendar month 

Day of eacl. [ First Business Oa..- of third cal
! endar month after Effective 
! Date of Rate and first Busmess 
i Day of every third month there· 
j after 

\{onthh- Rate detennmed by , Quarter y Rate detennmed by 
1:2:00 P.m. on Busmess Day : l:Z:OO p.m. on Business Day pre· 
preceding Effect1ve Date of I ceding Effective Date of Rate 
Rate 

First Business Da~ of each cal
endar month: ~onthlv Rate 
effective until first Busmess Day 
of next calendar month 

Paying .\gent/Regutrar to mail 
owner notice of Monthly Rate 
w1thin "':' Business Days after 
Rate Detenmnation Date 

First Business Day of each 
Quarterly Rate Period: Quar
terly Rate eiective untiJ 6.rst 
Business Day of third calendar 
month thereafter 

Paying Agent/Reptrar to mail 
owner notice of Quarterly Rate 
promptly after Rate Deter· 
mmation Dates 

Anv Interest Pavment Date: Any Interest Payment Date: 
Wrltten notice by owner to Written notice by owner to 
Paying Agent/Registrar on or Paying Agent/Registrar on or 
prior to 5:00 p.m. on any pnor to 5:00 p.m. on any Busi· 
Business Day at least 3 Business I ness Day at least 7 days prior to 
Days pnor to opoonaJ tender optional tender date 
date 

To Paying Agent/Registrar by 
1:00 p.m. on designated tender 
date: payment by 3:00p.m. same 
day 

Paying .\gent/Registrar to mail 
nonce to owners at least 30 days 
pnor to effective date of Rate 
\iode Change 

Elfectave date of Rate Mode 
Change 

Change from any mode: Owner 
may elect to retatn Sates upon 
wntte-n notice delivered to 
Pa~·ing Agent/ Registrar on 
Busmess Day at least 7 days 
pnor to Elfectl'o'e Date of Rate 

To Paying Agent/Registrar by 
LOO p.m. on designated tender 
date: payment by 3:00p.m. same 
day 

Paying Agent/Registrar to mail 
notice to ownen at leut 30 davs 
prior to elective date of Rate 
Mode Chan1e 

Elective date of Rate Mode 
Chan1e 

Chance from any mode: Owner 
may elect to retain Notes upon 
written nonce delivered to Pay· 
ing Acent/ Reaistn.r on Business 
Day at leut 13 days prior to 
EH'ectJve Date of Rate 

:»IN: JX 

Semiannual Rate Term Rate 

i First Business Dav of si."<th cal- First Business Day of m:th cal
! endar month after Elfect1..-e ! endar month after Elfectlve 
I Date of Rate and lirst Business ' Date of Rate and first Busmess 
' Day of ever_.- sixth month there· · Day of e"'ery s1xth month there-

after after 

I Sem1annual Rate detemnned b..-
12:00 p.m. on Busmess Day pre·
ceding Effective Date of Rate I 

Term Rate detemuned b..- l2.00 
p m on Business Day pre.ceding 
Effective Date of Rate 

9 

F1rst calendar da"' of each Semi- I First calendar dav of each Tenn 
annual Rate PeriOd: Sem1annual Rate Period: Tetm Rate effec
Rate effective until lirst day of tive until desagnated anmver
sixth calendar month thereafter sarv (one or more whole vears 1 

of Effective Date of Rate· 

Paying Agent I Registrar to mail 
owner notice of Semiannual 
Rate promptly after Rate Deter
mination Dates 

Any Interest Payment Date: 
Written notice by owner to 
Paying Agent/Registrar on or 
prior to 5:00 p.m. on any Busi
ness Day at least i days pnor to 
optional tender date 

Paying Agent/Registrar to mail 
owner notice of Tenn Rate 
promptly after Rate Deter· 
mination Dates 

First dav of next Rate Period: 
Written· notace by owner to 
Paying Agent/Registrar on or 
prior to 5:00 p.m. on any Busi
ness Dav at least 7 days prior to 
optional tender date 

To Paying Agent/Registrar by To Paying Agent/RegJStrar by 
1:00 p.m. on designated tender 11:00 p.m. on designated tender 
date: payment by 3:00 p.m. on date: payment by 3:00 p.m. on 
designated tender date desagnated tender date 

Paying Agent/Registrar to mail 
notice to ownen at least 30 davs 
prior to etJecn ... e date of Rate 
Mode Change 

Effective date of Rate Mode
Change 

Change from any mode: Owner 
may elect to retain Notes upon 
written notice delivered to Pay· 
ing Agent/Registrar on Business 
Day at least 15 days prior to 
Efective Date of Rate 

Paying Agent/Registrar to mail 
notice to owners at least JO davs 
prior to elfect:ive date of Rate 
Mode Change 

Elfecti ... e date of Rate ~ode 
Change 

Change from any mode· Owner 
may elect to retain Notes upon 
written notice deli ... ered to Pay· 
ing Agent/Registrar on Busmess 
Day at least 15 days pnor to 
Efecti ... e Date of Rate 



PCN: 014.00.00.00 SIN: 2X 

Conversion to a Fixed Rate 

The Resolution provides that the Board has the right to convert the interest rate on the !"'iotes to a 
Fixed Rate 1 i I on any date on which interest is payable on all :'liotes bearing interest at Flexible Rates. 
or (iij on any date on which interest is payable while the ~otes bear interest at a Dailv, Weekh . 
.\lontUy. Quarterly. Semiannual or Term Rate. To exercise its option. the Authorized Rep~esentah;e 
must deliver to the Paying Agent/Registrar. the Remarketing Agent and the Bank. written notice at 
least 45 days pnor to the interest payment date on which the Fixed Rate is to become effective (the 
""Fixed Rate Conversion Date""). In addition. the Board must deliver to the Paying Agent/ Registrar 
pnor to the Fixed Rate Conversion Date an opinion of nationally recognized bond counsel to the effect 
that the conversion to the Fixed Rate is authorized under the provisions of the Resolution and will not 
adversely affect the exemption of interest on the Notes from federal income taxation. 

The Paying Agent/Registrar shall give notice by mail to all registered owners of the conversion to 
a Fixed Rate no less than 30 days prior to the Fixed Rate Conversion Date. Such notice shall specify the 
Fixed Rate Conversion Date, the dates by which the Authorized Representative will determine and the 
Paying Agent/Registrar will notify the registered owners of the Fixed Rate and shall state that the 
Notes shall be subject to mandatory tender for purchase on the Fixed Rate Conversion Date unless the 
registered owner elects to retain his Notes. 

On or before 12:00 p.m. New York City time on the Business Day preceding the Fixed Rate 
Conversion Date, the Authorized Representative shall determine the Fixed Rate. and shall give notice 
thereof to the Paying Agent. The Paying Agent shall then give notice of such Fixed Rate by first class 
mail to the Remarketing Agent, the Bank and the registered owners of the Notes. 

After the Fixed Rate Conversion Date, the registered owners of the Fixed Rate Notes shall have 
no right to tender their Notes for purchase. 

Remarketing and Purchase 

In the event that notice is received of any optional tender, or if the Notes become subject to 
mandatory tender. the Remarketing Agent shall use its best efforts to sell such Notes at a price of !00% 
of the principal amount thereof plus accrued interest, if any, on the forthcoming optional or mandatory 
tender date. 

:>;otes tendered for purchase shall be paid by the Paying Agent/Registrar first from moneys 
denved from the remarketing of such Notes by the Remarketing Agent, second moneys made available 
by the Board, third from advances made under the Agreement. If sufficient funds are not available for 
the purchase of all tendered Variable Rate Notes, no purchase shall be consummated. 

Optional Redemption 

During any Flexible, Daily, Weekly, Monthly, Quarterly or Semiannual Rate Period, the Notes are 
subject to redemption by the Board. on any interest payment date, in whole or in part. at a redemption 
price equal to the principal amount thereof, plus accrued interest to the redemption date. While the 
:'liotes bear interest at a Term Rate and after conversion to a Fixed Rate, the Notes are subject to 
redemption by the Board, in whole or in part, on the dates and at the redemption prices determined by 
an Authorized Representative. 

SECURITY FOR THE SOTES 

Pledge l' nder the Resolution 

Pursuant to constitutional authority, the Resolution provides that the Notes and the interest 
thereon are equally and ratably secured bv and payable from a lien on and pledge of the Interest of the 
University in the Available University Fund, subject and subordinate to the lien and pledge of the 
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Interest of the L7niversity 1n the Available University Fund to the Fund Priority Obligations heretofore 
or hereafter issued. Additionally. the Board in the Resolution has reserved the right to issue obhgations 
with a superior. parity. or inferior lien and pledge of the Interest of the University in the Available 
Cniversity Fund subject to the constitutional limitation that the aggregate amount of bonds and notes 
payable from the Interest of the University in the Available University Fund cannot at the time of 
issuance ....... ceed 20% of the cost value of investments and other assets of the Perrr.anent Univerc;itv 
Fund. exclusive of real estate. See ""Constitutional Debt Power. Debt LimitatiOI.s."" The Board 
currently has outstanding $327.420.000 of Fund Priority Obligations and $100.000.000 Permanent 
University Fund Variable Rate Notes. Series A. 

Covenant to \laintain a Credit Facility 

The Board has covenanted that at all times prior to the Fixed Rate Conversion Date it will 
maintain credit facilities with banks in amounts such that. assuming that all then outstanding Notes 
were to become due and payable immediately, the amount available for borrowing under the credit 
facilities would be sufficient at that time to pay the principal of all Notes and 185 days interest on the 
Notes calculated at 15%. No Note shall be issued prior to the Fixed Rate Conversion Date which ,f. 
after g1ving effect to the issuance thereof and. if applicable, the immediate application of the proceeds 
thereof to retire other Notes covered by the credit facility, the aggregate principal amount of all Notes 
covered by the credit facility would exceed the amount of the credit commitment under the credit 
facility. The availability for borrowing of such amounts under the credit facilities may be subject to 
reasonable conditions precedent, including but not limited to, bankruptcy of the Board. 

To the extent Notes cannot be issued to renew or refund outstanding Notes. the Board in good 
faith shall endeavor to sell a sufficient principal amount of Fund Priority Obligations or Short Term 
Obligations or other obligations of the Board issued punuant to the Constitutional Amendment in 
order to have funds available, together with other moneys available therefor. to pay the Notes and the 
interest thereon. or any renewals thereof. as the same shall become due, and other amounts due under 
the Agreement. 

Creation of Funds and :\ccounts 

The Resolution reaffirms the establishment with the Paying Agent/Registrar of a separate and 
special fund designated as the "Board of Regents of The University of Texas System Series A Note 
Payment Fund" (the "Series A Note Payment Fund"). All amounts required to be deposited by the 
Board pursuant to the Resolution shall be deposited to the Series A Note Payment Fund and shall be 
used to pay pnncipal of, premium, if any, and interest on Notes at the respective interest payment. 
maturity, redemption or purchase dates of each issue of such Notes as provided herein. including the 
repayment of any amounts owed with respect to the Revolving Note in evidence of Advances under 
the Agreement; amounts remaining in the Series A Note Payment Fund not then necessary for the 
purposes thereof may be transferred to the Series A Note Construction Account upon request of an 
Authorized Representative. 

Additionally, all Advances under the Agreement shall be deposited into the Series A Note 
Payment Fund and used to pay the principal of. premium, if any, and interest on the Notes. 

The Notes represent obligations which are subordinate to the Fund 'Priority Obligations. The 
resolution authorizing the Fund Priority Obligations has established in the Treasury of the State of 
Texas a fund known as "Board of Regents of The Univenity of Texas System Permanent University 
Fund Bonds Interest and Sinking Fund" (the "Interest and Sinking Fund"). The Fund Priority 
Obligations are payable from moneys required to be transferred to the Interest and Sinking Fund. 
After provision has been made for the payment of the principal of and interest on the Fund Priority 
Obligations. the balance of the Interest of the University of Texas System in the Available University 
Fund shall be made available to the Board to deposit into the Series A Note Payment Fund such 
amounts as are necessary to pay the interest on and/ or the principal and premium, if any, of the Notes 
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to the extent not paid from the proceeds of Notes. Short Term Obligations. Fund Priority Obligations. 
or other obligations of the Board issued under the Constitutional Amendment. or from the proceeds of 
Advances under the Agreement. After provision has been made for the payment of the interest and 
premium on and/or pnncipal of the Notes. the balance of the Interest of the Universitv of Texas 
System in the Available University Fund each year shall be made available to the Board in the manner 
provided by law and by regulations of the Board to b ~sed by the Board as it may lawfully direct. 

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

( 1) Concurrentlv with the issuance of the Notes - the Resolution establishes in the Treasurv 
of the State of Texas .the "Special System Account." If there is on account in the Special Syste~ 
Account from the Interest of the University in the Availablt!! University Fund. monies sufficient to 
pay the interest on and/ or principal of the Notes as the same come due and mature or are required 
to be purchased, and to pay such fees and expenses of the Bank and the Remarketing Agent. an 
Authorized Represt!!ntative or such other designated officer or employee shall transfer from such 
account to the Paying Agent/Registrar for dt!!posit in the Series A Note Payment Fund moneys 
sufficient to pay such amounts, and tht!!reafter shall coordinate with the Treasurer of the State of 
Texas and the Comptroller of Public Accounts of the State of Tt!!xas and to take such actions as 
shall be necessary to restore the Special System Account to an amount equal to the amount such 
official estimates will be necessary, from tht!! Interest of the University of Texas System in the 
Available University Fund, to pay said interest and any premium on and/or principal of the Notes. 
including the purchase price thereof. 

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

Available l'niversity Fund 

The Available University Fund consists of the dividends. interest and other income of the 
Permanent University Fund (less expenses attributable to the administration of the Permanent 
University Fund). including income attributable to the surface of Permanent University Fund land. See 
"Permanent University Fund." As such income is received. the Comptroller of Public Accounts of the 
State of Texas credits the receipts to the Available University Fund and the moneys are deposited by 
the State Treasurer among the other funds of the State of Texas. 

Two-thirds of the amounts attributable to the Available University Fund. after deducting adminis
trative expenses, are constitutionally appropriated to the System. to be used for constitutionally 
prescribed purposes. and is de&ned in and for all purposes of the Resolution as the "Interest of The 
University in the Available University Fund." The remaining one-third of the amounts attributable to 
the Available University Fund. after deducting such expenses. is constitutionally appropriated to The 
Texas Aclo:M University System. 

Moneys credited to the Available University Fund are administered by the State Treasurer and 
are. along with other funds of the Stall!!, invested in secured, interest bearing investments. Earnings on 
that portion of the Available University Fund appropriated to the System accrue to and become a part 
of the System's share of the Available University Fund. 
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Income, Debt Service Requirements and Coverage 

Table I and Table II. below. contain statements of historical and projected earnings of the 
Permanent L"niversity Fund that were and will be deposited. if realized. to the Available Universit,
Fund. together with projected debt service coverage with respect to the Fund Priority Obligatio,;, 
outstanding and the Notes: 

TABLE I 

PEil\lA.\,'ENT l.~IVERSITY Fl.~D 
HISTORICAL A"'D ESn\lATED A.'I"'CAL INCOME(!) 

(000 Omitted) 

Total Available Two-Thirds 
Gnivenity Interest of 

Fund (after the System 
Administration in Available 

Fisca.J Year Endin5: .-\ul!!st 31 ExE!nses) (2) Univeni!}: Fund 

1983. . . . . . . . . ' . . . ' ... ' ........ $156,486 $104,324 
1984 ...... . . . . . . . ......... 171.437 114.291 
1985 ..... ...................... 187.927 125,285 
1986 ........................ 209,700 139,800 
1987 ..... ......... . . . . . . . . . . . . . . 209,182 139,455 
1988 ... ......................... 218.300 145,533 
1989 ... . . . . . . . . . . . ....... ' ...... 215,700 143,800 
1990 .... . . . . . . . . . . . . . . . . . . . 218,100 145,400 
1991 .... ..................... 220,400 146,933 
1992 ... . . . . . . . . . . . . . . . . . ........ 223.300 148,867 

TotaJ Income 
Available 

Other to Pay Debt 
lncome(l) Ser"'Yic:e 

$6,323 $111.050 
7.632 120.535 
6.635 131.920 
5.111 144.911 
4,152 143.607 
4.000 149.533 
4,000 147,800 
4,000 149,400 
4,000 150.933 
4.000 152,867 

(I) The amounts stated in the years 1983 through 1986 are audited actual amounts. The 1987 amounts 
are the unaudited amounts reflected in the books of the System. The amounts stated in the years 
1988 through 1992 represent estimates prepared under the direction of the Administration of the 
System based on investment forecasts and assumptions believed to be reasonable. However. no 
assurance can be or is given that the estimates will not materially differ from actual results in the 
future. 

I 2) The expenses of administering the Permanent University Fund constitutes a first claim on the 
income therefrom and are deducted prior to dividing the Available University Fund between the 
System and The Texas A&M University System. The Resolution contains covenants restricting 
administrative expenses of the Permanent University Fund to a minimum consistent with prudent 
business judgment. 

( 3) Through 1985, represents certain income from the Permanent University Fund which under early 
constitutional provisions is appropriated solely to the System, plus earnings on share of System in 
Available University Fund. From 1986 forward, represents actual and estimated earnings on share 
of System in Available University Fund. 
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T.,BLE II 

PROJECTED COVERAGE OF ESTI~IATED DEBT SERVICE 0:\ THE Ol"TSTA:\DI:\G Fl..":-;D PRIORITI" 

OBUGUI0:\5 _,:-;D THE :\OTES 

Total Estimated 
Income Debt Servace Deot 

Fi.sc2l Year :bailable on Outstand1n1 Servu .. -e .\nnual 
Ending for Debt Fund Priority on the Debt 

.-\U!!;!St Jl, Service( 1) ObliJ!rions ~otes(2) Servtce Co ... erage I 3) 

1988 . ........ $149.533.000 $38.220.960 $7.500.000 $45.720.960 -3.27x 
1989 . . . . . . . . . . . . . 147,800,000 36.150.960 7.500.000 43.650.960 3.39x 
1990 ........ 149.400.000 34.079.995 7.500.000 41.579.995 3.59x 
1991 ...... ' ..... 150,933.000 34,060,595 7.500.000 41.560.595 3.63x 
1992 152,867.000 34,037,435 7.500.000 41.537.435 3.68x 
1993 . . . . . . . . . . . . . . . . . . . . . 152.867.000 34,010.335 7.500.000 41.510.335 3.68x 
1994 '. . ' . . . . . . . . ........... 152.867.000 33,988,473 7.500.000 41.488.473 3.68x 
1995 ''''''. .......... 152.867.000 33,961.248 7,500.000 41.461.248 3.69x 
1996 '' .. . . . . . . . . . . . . . . . 152,867.000 33,924.388 7.500.000 41.424.388 3.69x 
1997.'. 152,867,000 33.885,328 7,500,000 41.385.328 3.69x 
1998 ''' .. .............. 152.867.000 33.853,848 7.500.000 41.353,848 3.70x 
1999.'. .................... 152.867,000 33,823.965 7,500.000 41.323.965 3.70x 
2000 ''''''''' ...... ' .. ''. '' 152.867,000 33,778,560 7.500.000 41.278.560 3.70x 
2001 .......... 152.867.000 41.713,240 7,500,000 49.213.240 J.llx 
2002 " . ................ 152.867.000 48.084,705 7.500.000 55.584.705 2.75x 
2003. .................. 152.867,000 48,042.550 7,500.000 55.542.550 2.75x 
2004 ..... ' ........... 152.867,000 53,373,300 7,500,000 60.873.300 2.5lx 
2005 . . . . . . . . . . . . . . . . . . . . . . ' 152,867.000 53,350,050 7,500,000 60,850,050 2.51x 

i I) The total income available for debt service are estimates prepared under the direction of the 
Administration of the System based on investment forecasts and assumptions believed to be 
reasonable estimates with respect to fiscal vears through 1992 and thereafter are repeated. 
However. no assurance can be or is given that the estimates will not materially differ from actual 
results in the future. 

( 2) For illustration purposes assumes issuance of $125,000,000 of Notes at an average annual effective 
interest rate of 6.0%. 

(3) Represents Total Income Available for Debt Service divided by Total Debt Service. 

Constitutional Debt Power, Debt Limitations 

The discretion to direct the use of the Interest of The University of Texas System in the Available 
L'niversity Fund, after expenses, for constitutionally authorized purposes is vested in the Board. The 
discretion to direct the use of the one-third interest of The Texas A&M University Svstem in the 
Available Univenity Fund, after expenses, is vested in the Board of Regents of The Texas A&M 
University System. 

Article VII. Section 18(b). the Texas Constitution, authorizes the Board to issue bonds and notes, 
payable from all or any part of its Interest in the Available University Fund for the purpose of (a) 
acquiring land with or without permanent improvements, (b) constructing and equipping buildings or 
other permanent improvements. (c) making major repairs and rehabilitations of buildings and other 
permanent Improvements, (d) acquiring capital equipment, library books and library materials, and 
(e) refunding bonds or notes issued under said section or prior law at or for System administration and 
the component institutions of the System. The pledge and security created and granted in the 
Resolution is accomplished pursuant to the Constitutional Provision. 
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The Constitutional Provision limits the aggregate amount of bonds and notes \which are payable 
from the Board's share of the Available University Fund) that may be issued bv the Board to amounts 
not exceeding. at the time of issuance. 20% of the cost value of investments and other assets of the 
Permanent Cniversity Fund. exclusive of real estate. As of December 31. 1987. the cost value of the 
Permanent t:'niversity Fund. exclusive of real estate. was $2,980.455.890. Accordingly. as of this date. 
after the issuance of the additional S25.UOO.OOO of Notes. the Board will be authorized to issue an 
additional $143.6~1.1 ~8 of bonds or notes payable from its Interest in the Available Univemty Fund. 
For the purpose of making these calculations, "cost value" and "book value" are treated as equivalent 
terms. 

Future Financings 

The Constitutional Provision provides that, except for cases of demonstrated need and upon a vote 
of two-thirds of each house of the Texas Legislature. and except in cases of fire or natural disaster. 
member institutions of the System may- not receive any funds from the general revenues of the State 
for acquiring land. with or without improvements. for constructing or equipping buildings or other 
permanent improvements. or for major repairs or rehabilitations of buildings or other permanent 
improvements. Accordingly. the needs of the System for capital funds through the issuance of bonds or 
notes are on-going. The Board also has authorized the issuance of SIOO.OOO.OOO of Fund Priority 
Obligations. the proceeds of which would be used to refund SIOO,OOO,OOO of outstanding Notes. The 
Board also expects to issue Notes of approximately 595.000,000 to fund various capital projects during 
the remainder of 1988 and 1989. The Board reserves the right to issue Fund Priority Obligations and 
!'iotes over and above these amounts should it elect to do so. 

Residual Funds After Payment of Bonds 

After the payment of annual debt service on the Fund Priority Obligations and after payment of 
the 1\;otes and any other Permanent University Fund subordinate lien obligations. constitutional 
provisions appropriate the remaining amount attributable to the Interest of the University in the 
Available University Fund as follows: (a) first, the sum of $6.000.000 annually, for ten years 
commencing ~ovember I, 1984. to Prairie View A&:M University, and (b) the balance to the Board for 
the support and maintenance of The University of Texas at Austin and for the administration of the 
System. 
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In traduction 

The Permanent University Fund is a constitutional fund. created in the Texas Constitution of 1876. 
The assecs and earning~ of the Permanent University Fund are dedicated to the uses and purposes of 
The University of Texas System and The Texas A&M University System. See "Security for the 
Bonds- Available University Fund." A graphic summary and analysis of the relationship among the 
Permanent University Fund. the Available University Fund, the System and The Texas A&!'-1 University 
System follows. Said summary and analysis is qualified in its entirety by reference to the full text of this 
Official Statement and to the documents. laws and constitutional provisions referred to herein. 

Surface Interests 
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I 1IJ to UT System I 

+ 
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As interpreted by the Texas Supreme Court and by the Attorney General of Texas. the Permanent 
University Fund must be forever kept intact, and the proct!eds from oiL gas, sulphur and water 
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royalties. together with all gains on investments. all rentals on mineral leases. all lease bonuses and all 
amounts received from the sale of land must be added to the corpus of such Fund. 

Table III contains a statement of the annual growth in the Permanent Universitv Fund (additions 
from mcome and gains required to become a part of the corpus) through fiscal ye~r 1987. 

Fiscal \'ear Ending :\.ugust 31 

TABLE III 
PER.\IASE.'T l ~IVERSITY FL~D 

(Annual Fund Growth - 000 omitted) 

Oil, Cas 
ac Su:!J:hur 
Roy ties 

~ineral 
Lease 

Bonuses 

Prior to September l. 1975. s 481,887 $247.253 
1976. . ................................ . 70,123 15,379 
1977.. . ............ ' .. ' ............. . 76,598 13,862 
1978.. . .................... . 76.845 18,573 
1979 ....................................... . 76,637 10,818 
1980. . ................................. . 119,356 253 
1981. . . ...... ' .... ' ... ' .... ' ...... . 160,285 98,282 
1982. '' '. ' ....... ' ................. '. 178.286 20,221 
1983.' ' ................................... .. 154,702 742 
1984 ............. ' .......... ' .............. . 145,186 7.254 
1985'.'' .... '' ' ....... ' ........ '' .......... . 135.422 244 
1986.' '' ''.''.' .... ''''' .. ' .............. . 109,510 6,172 
1987'. ' .................................... . 73,148 6.985 

Totals $1,857,985 $446.038 

(1) Includes net realized gains (losses) on sale of Fund securities. 

Assets 

Other Total 
Sources( 1) :\.dditions 

s 52.632 s 78L772 
(12.676) 72.826 

l.O!Z 91.472 
1.832 97.250 
3.043 90.498 
3,041 122.650 
4,316 262,883 
7,886 206.393 

21.431 176,875 
27.462 179,902 
98,687 234,353 

172.970 288,652 
233.881 314.014 

S615.51 7 $2.919.540 

The Permanent University Fund is a public endowment contributing to the support of institutions 
of The University of Texas System and the Texas A&:M University System. The Constitution of 1876 
established the Fund through the appropriation of land grants previously given to The University of 
Texas plus one million acres. The land grants to the Fund were completed in 1883 with the 
contribution of another one million acres. Today the Fund contains 2,109,109.87 acres located in 19 
West Texas counties. 

Table IV lists, as of December 31, 1987, the distribution and book value of the assets of the 
Permanent University Fund, with land being carried at nominal value. 

TABLE IV 
ASSETS OF TilE PERMA."'ENT IJSIVERSITY Fl'ND 

(As of December 31, 11181) 

Cash (Interest Bearing) ...................................... . 
Commercial Paper ........................................... . 
U.S. Treasury and Agency Securities .......................... . 
FHA Real Estate Mortgages .................................. . 
Corporate Bonds ............................................ . 
Common Stocks ....................................... · · · · · · · 
Convertible Preferred Stock .................................. . 
Preferred Stock ............................................. . 
Land ................................................. . 

Total .......................... . 
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Book Value 

s 44,669,955 
4 7 6. ()()()' ()()() 
842.707,485 

4,014,369 
676.948.123 
928.436.013 

1,777.364 
5,902.581 

10,027.384 
$2.990.483.274 
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Investment Responsibility 

The .fiducia.r)· responsibility for managing and investing the Permanent University Fund is 
constitutionally assigned to the Board. The Board currently employs an investment and administrative 
staff as we !I as unaffiliated investment managers in optimizmg investment performance while comply
ing with legal limitations and policy guidelines. The Board for Lease c~ University Lands. composed of 
representatives of the System. The Texas A&M University System and the State Land Commissioner. is 
responsible for the approval of oil, gas and other mineral leases. 

The Board additionally appoints an Investment Advisory Committee of six citizen members whose 
particular qualifications and experience qualify them, in the opinion of the Board. to advise the Board 
and the Administration of the System with respect to investment policy, planning and performance 
evaluations. 

The principal administrative officer responsible for the management of the Permanent University 
Fund is the Executive Vice Chancellor for Asset Management. He is supported by a staff of more than 
100 employees. consisting of securities analysts. accountants, geologists and other personnel. His duties 
and powers include the power to make and execute daily investment decisions consistent with legal 
limitations and policy guidelines. 

The Texas Education Code additionally requires the Board to employ a well recognized perform
ance measurement service to evaluate and analyze the investment r~sults of the Permanent Unversity 
Fund with other public and private funds having similar objectives. 

Eligible Investments and Standards 

Under current provisions of the Texas Constitution. the Board is authorized to invest the 
Permanent University Fund in securities, bonds or other obligations issued, insured or guaranteed in 
any manner by the United States Government or any of its agencies, and in such bonds, debentures or 
obligations, and preferred and common stocks issued by corporations, associations or other institutions 
as the Board deems to be proper investments; provided, however, that no more than one percent of the 
cost value of the Permanent University Fund, at the time of purchase, may be invested in the securities 
of any one corporation, nor shall more than five percent of the voting stock of any one corporation be 
owned: provided, further. that stocks eligible for purchase shall be restricted to stocks of companies 
incorporated within the United States which have paid dividends for five consecutive years or longer 
immediately prior to the date of purchase and which, except for bank stocks and insurance stocks. are 
listed upon an exchange registered with the Securities and Exchange Commission or its successors. 

In addition to constitutional restrictions, Board investment policies provide that (a) corporate 
bonds and preferred stocks must be rated "Baa," "BBB," or higher, or if not rated, must in the opinion 
of the Board's investment staff be of at least equal quality to such ratings; and (b) commercial paper 
must be rated in the top two quality classes by Moody's Investors Service or Standard & Poor's 
Corporation. 

The Resolution requires the Board to maintain and invest and keep invested the Permanent 
University Fund in a prudent manner and as required by law. In making each and all investments. the 
Texas Constitution requires the Board to exercise the judgment and care under the circumstances then 
prevailing which men 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. 

To the best knowledge and belief of the Board, the Board's investments, practices and policies are 
in full compliance with the requirements of the Texas Constitution and the Resolution. 

During the second called session of the 70th Legislature, joint resolution HJR 5 was passed 
proposing, among other things, a constitutional amendment allowing the Board to use the "prudent 
person" investment rule as the sole investment standard in the management of the Fund. 

18 



JOB: 015801 PCN: 023.00.00.00 SiN: 4X 

The proposed amendment will be submitted to the voters at an election to be held :'liovember 8. 
t 988. In the event of passage of the amendment. the Board will review and consider revision of tts 
Fund investment policies to incorporate the adoption of the expanded investment authority provided 
by the amendment. In so doing, however. the Board will continue to maintain as a primary· investment 
objective the generation of more than sufficient income to service interest and principal payments of 
Fund Priority Obligations and Notes heretofore issued and which mav be hereafter issued. as well as to 
provide a dependable and growmg stream of income for the support and maintenance of The 
University of Texas at Austin and The University of Texas System administration. 

Financial Information 

Beginning with the fiscal year ended August 31, 198i, the State ofTe.as will issue audited financial 
statements. prepared in accordance with generally accepted accounting principles. for the state 
government as a whole. The statements will be prepared by the Comptroller of Public Accounts and 
will be audited by the State Auditor's Office. The State Auditor will express an opinion on the financial 
statements of the State of Texas but will not express an opinion on the financial statements of 
individual component units including those of The University of Texas System. 

The scope of the State Auditor's audit will include tests for compliance with the covenants of 
general obligation and revenue bond issues of the state or its component agencies and institutions. In 
addition, supplementary schedules will be included in the state financial statements. providing for each 
bond issue. information related to pledged revenues and expenditures, coverage of debt service 
requirements. restricted account balances and/ or other relevant information which may feasibly be 
incorporated. The State Auditor will express an opinion on such schedules in relation to the basic 
financial statements taken as a whole. Any material compliance exceptions related to bond covenants 
will be disclosed in the notes to the financial statements and all compliance exceptions related to bond 
covenants will be addressed in the overall management letter for the state audit. 

THE AGREE..\fE!'IT AND REVOLVlSG SOTE 

The Resolution authorizes the execution of the "Agreement". dated as of February 11. 1988. 
among the Board. 'l.lorgan Guaranty Trust Company of New York (the "Bank"). whereunder the Bank 
agrees to lend the Board from time to time amounts up to, but not to exceed the "Bank Loan 
Commitment". such amounts are referred to in the Agreement as "Advances". The Bank Loan 
Commitment initially shall be $134,500,000. 

Advances made under the Agreement shall be made in such amount as may be requested by an 
Authorized Representative to refund amounts due or to come due under one or more Notes. including 
any amounts payable as a result of the exercise of any tender for purchase provision contained in the 
:'liotes. 

The obligation of the Bank to make any Advance. when so requested by an Authorized 
Representative, is subject to receipt by the Agent or a "Notice of Advance" as required by the 
Agreement and to the satisfaction of the following further conditions: 

(a) At the time the Advance is made, the Board shall not have commenced a voluntary case 
or other proceeding seeking liquidation, reorganization, or other relief with respect to itself or its 
debts under any bankruptcy, insolvency or other similar law now or hereafter in elfect or seeking 
the appointment of a trustee, receiver, liquidator, custodian, or other similar official of it or any 
substantial part of its property, shall not have consented to any such relief or to the appointment 
of. or taking possession by, any such official in an involuntary case or other proceeding 
commenced against it. shall not have made a general assignment for the benefit of its creditors. 
shall not have declared a moratorium with respect to its debts, shall not have failed generally to 
pay its debts as they become due, and shall not have taken any action to authorize any of the 
foregoing; 
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(b) At the time the Advance is made. no involuntary case or other proceeding shall have 
been commenced against the Board seeking liquidation. reorganization or other relief with respect 
to it or its debts under any bankruptcy. insolvency or other similar law now or hereafter in effect 
or seeking the appointment of a trustee. receiver. liquidator. custodian. or other similar official and 
no trustee. receiver. liquidator, custodian or other similar official of it or any substantial part of its 
propertv shall have been appointed- and. 

I c) Immediatelv after such Advance is made the Board shall not have issued bonds and notes 
exceeding a total amount of twenty percent (20%) of the cost value of investments and other 
assets (exclusive of real estate) of the Permanent University Fund. 

In addition. the Bank shall have no obligation to make an Advance to the Board to pay the principal of 
or any interest on any Notes which were issued by the Board after receipt by the Paying Agent. the 
Dealer. and an Authorized Representative of a ""Notice of Default"" under the Agreement. 

The Agreement sets forth the procedures by which the Bank shall transmit funds to the Paying 
Agent for the account of the holders of the Notes. 

The obligation of the Board to repay the Bank the principal of. and all other amounts payable in 
respect of. the Advances shall be evidenced by a single revolving note (the ""Revolving Note""), 
payable to the order of the Bank. Pursuant to the terms of the Resolution, the payment of the 
Revolving Note is secured by the Board in the same manner and on a parity with the Notes. 

ABSENCE OF UTIGATION 

The Board is not a party to any litigation or other proceeding pending or. to its knowledge. 
threatened, in any court, agency or other administrative body (either state or federal) which. if 
dectded adversely to the Board, would have a material adverse effect on the financial condition of the 
Board, the Permanent University Fund or the Interest of the University of Texas System in the 
Available University Fund, and no litigation of any nature has been filed, or to the Board's knowledge. 
threatened which seeks to restrain or enjoin the issuance or delivery of the Notes or which would 
affect the provisions made for their payment or security, or in any manner questioning the validity of 
the Notes. 

LEGAL ~ATTERS 

Legal matters incident to the authorization, issuance and sale of the Notes are subject to the 
unqualified approval of the Attorney General of the State of Texas and of McCall, Parkhurst & Horton, 
whose approving opinion will be printed on the Bonds. Bond Counsel was not requested to participate, 
and did not take part, in the preparation of this Official Statement except as hereinafter noted. and 
sue h firm has not assumed any responsibility with respect thereto or undertaken to venfy any of the 
information contained herein, except that, in its capacity as Bond Counsel. such firm has reviewed the 
information relating to the Notes and the Resolution contained under the captions "THE NOTES." 
"SECURITY FOR THE NOTES" (except for information contained under the subheading "Income. 
Debt Service Requirements and Coverage," "Constitutional Debt Powers. Debt Limitations" and 
"Future Financings"), "TAX EXEMmON" and "LEGAL INVESTMENTS IN TEXAS" in this Official 
Statement, and such firm is of the opinion that the information relating to the Notes and the Resolution 
contained under such captions is a fair and accurate summary of the information purported to be 
shown. The payment of legal fees to Bond Counsel in connection with the issuance of the Notes is 
contingent on the sale and delivery of the Notes. 
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T.U EXE:\IPTIO'I; 

In the opinion of \feCal!. Parkhurst & Horton. Dallas. Te.xas. Bond Counsel. under existing 
statutes. regulations. published rulings and court decisions. interest on the Notes is excludable fro~ 
the gross income of the owners of the ~otes for federal mcome tax: purposes. In expressing their 
opinion that interest on the Notes is excludable from ~he gross income of the owners of the ~otes. 
Bond Counsel will rely on the Board's no~arbitrage cert16.cate and ~ill assume compliance by the 
Board with certam covenants of the Board with respect to the use and investment of the proceeds of 
the :-.iotes. Failure by the Board to comply with these covenants may cause the interest on the "otes to 
become includable in gross mcome retroactively to the date of issuance of the Notes. 

Interest on the Notes will be includable as an adjustment for book income or adjusted earnings 
and profits to calculate alternative minimum taxable income for purposes of determming the 
alternative minimum tax imposed on corporations by section 55 of the Internal Revenue Code of 1986 
(the "Code"). and for purposes of the environmental tax imposed on corporations by 59A of the Code. 
In addition, certain foreign corporations doing business in the United States may be subject to the new 
"branch profits tax" on their effectively-connected earnings and profits including tax-exempt interest 
such as mterest on the Notes. Furthermore. in the case of a Subchapter S corporation. interest on the 
Notes is treated as "passive investment income" which is subject to the tax imposed by section 1375 of 
the Code. 

The Code includes as an individual and corporate alternative minimum tax preference item. the 
interest on certain "private activity bonds" issued after August 7, 1986. In the opinion of Bond Counsel, 
the mterest on the :Sates is not an alternative minimum tax preference item. 

Except as stated above with respect to the exclusion of the interest on the Notes from gross 
mcome. Bond Counsel expresses no opinion as to any other federal income tax consequences of 
acquiring, carrying, owning or disposing of the Notes. 

The law upon which Bond Counsel have based their opinion is subject to change by the Congress 
and the Department of the Treasury and to subsequent judicial and administrative interpretation. 
There can be no assurance that such law or the interpretation thereof will not be changed in a manner 
which would adversely affect the tax treatment of ownership of the Notes. 

Prospective purchasers of the Notes should be aware that the ownership of tax-exempt obligations 
may result in collateral federal income tax consequences to financial institutions. property and casualty 
insurance companies. individual recipients of Social Security or Railroad Retirement benefits and 
taxpayers who may be deemed to have incurred or continued indebtedness to purchase or carry tax
exempt obligations. Prospective purchasers falling within any of these categories should consult their 
own tax advisors as to the applicability of these consequences. 

LEGAL INVESniENTS IN TEXAS 

The Notes are legal and authorized investments for banks, savings banks. trust companies. building 
and loan associations, savings and loan associations. insurance companies. fiduciaries. and trustees. and 
for the sinking fund of cities, towns, villages, school districts, and other political subdivisions or public 
agencies of the State of Texas. The Notes are eligible to secure deposits of public funds of the State. its 
agencies and political subdivisions, and are legal security for those deposits to the extent of their 
market value. No review by the Board has been made of the laws in other states to determine whether 
the Notes are legal investments for various institutions in those states. 

RATINGS 

Rating applications have been made to Standard & Poor's Corporation and to ~oody's Investors 
Service for ratings on the Notes. An explanation of the significance of each such ratmg may be 
obta.med from the company furnishing such rating. The ratings reSect only the views of such 
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organizations at the time such ratings were given. and the Board makes no representation as to the 
appropriateness of the ratings. There is no assurance that such ratings will continue for any given 
period of time or that they will not be revised downward or withdrawn entirely by such ratmg 
companies. 1f in the judgment of such rating companies. circumstances so warrant. Any such 
downward revision or withdrawal of the rating may have an adverse effect on the market price of the 
!'iotes. 

OTHER MATTERS 

The financial data and other infonnation contained herein have been obtained from the Board's 
records. financial statements and other sources which are believed to be reliable. All of the summaries 
of the statutes and documents contained in this Official Statement are made subject to all of the 
provisions of such statutes and documents. The summaries do not purport to be complete statements of 
such provisions and reference is made to such documents for further information. Reference is made 
to original documents in all respects. 
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APPE~DIX .\ 

THE C\IVERSITY OF TEXAS SYSTE\1 

Histol'1'·. Administration, Sources of Funding 

The Vniversity of Texa~ System commenced in 1883 with the opening of The University of Texas 
at Austin. Today. the System is one of the largest educational organizations in the United States and 
through its component institutions provides instruction. research and public service throughout the 
State. 

The Board consists of nine regents who serve without pay. ~embers are appointed to staggered 
six-year terms. Administration of the University conforms to that of leading American universities. The 
System is headquartered in Austin. Texas. and is supported by State appropriations, private gifts and 
endowments. Federal appropriations and grants. student tuitions and fees. its Interest in the Available 
University Fund. and miscellaneous sources. The percentage division of these fund sources for the 
fiscal year ended August 31. 1987 is as follows: 

State Appropriations . . . . . . . . . . . . . . . . . . . .................................. . 
Federal Funds .............................................................. . 
Sales and Service of Hospitals ................................................ . 
Pnvate Gifts ................................................................ . 
Student Tuition and Fees .................................................. . 
Sales and Services of Auxiliary Enterprises .................................. . 
Endowment Income (Including Allocations from Available 

University Fund). . ..................................................... . 
Sales and Service of Education Activities and Other ........................ . 

Total.......... . ................................................ . 

Institutional Enrollment 

39.7% 
14.0 
18.3 
6.6 
6.0 
5.4 

4.5 
5.5 

100.0% 

The 1987 fall student enrollments at the teaching institutions of the System are as shown below: 

U.T. Arlington . . . . . . . . . . . . . . . . . . . .............................. . 
U.T. Austin ............................................................. . 
U.T. Dallas ............................................... · · · · · · · · · · · · · · 
U.T. El Paso ........................................................... . 
U.T. Permian Basin ........................................................ . 
U.T. San Antonio .......................................................... . 
U.T. Tyler ................................................................ . 
L'.T. Health Science Center at Dallas ........................................ . 
U.T. ~edical Branch at Galveston. . . . . . . . . . . . . . . . . . . . . . . . . . ................ . 
L'.T. Health Science Center at Houston. . . . . . . . . . . . . . . . . . . . . . . . ...... . 
U.T. Health Science Center at San Antonio .................................. . 

Total ................................................................... . 

Discussion of General Academic Institutions 

22.760 
47.743 
7,735 

14.056 
1.954 

12.879 
3.681 
1.415 
1.619 
2.667 
2,17i 

118,752 

The University of Texas at Arlington, which has the S.fth largest university enrollment in the State of 
Texas, is located in Arlington, between Dallas and Fort Worth. Serving both a resident and commuter 
student body, the institution offers 120 degree programs at the baccalaureate. master and doctoral 
levels. Degree programs are offered through the Colleges of Liberal Arts. Science, Engineering, and 
Business Administration; Graduate School of Social Work; Institute of Urban Studies. which is a 
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statutory unit: School of Architecture and Environmental Design: School of ~ursing: and Center for 
Professional Teacher Education. 

The Cnit:erstty of Texas at Austin ts a major research universitv with manv nationall" ranked 
academic programs at the graduate level. Its library collections and- research r~sources ar~ ranked 
among the finest in the world. The pres€ 11t site has expanded into more than .300 acres since classes 
began on the original-t-O acres near downtown Austin. Additionally. University-owned pn1perty located 
in other areas of :\ustin includes the Balcones Research Center and the Brackenridge Tract. partially 
used for married student housing. The ~cDonald Observatory on ~ount Locke in West Texas. the 
\Iarine Science Institute at Port Aransas and the Institute for Geophvsics (Galveston 1 on the Gulf 
Coast operate as specialized research units of The University of Texas at Austin. 

The L'nicerstty of Texas at Dallas was established in 1969 as an upper-level institution and offers 
curncula leading to more than 85 degrees at the baccalaureate. master and doctoral levels. The 
Cniversity has a strong faculty that consistently ranks among the top three in the State among 
academtc institutions in the amount of research dollars generated per full-time equivalent faculty. The 
Callier Center for Communication Disorders located near downtown Dallas, is a nationally recognized 
center for research and rehabilitation in speech and hearing disorders. 

The t"niversity of Texas at El Paso was established by the Legislature in 1913 as the Texas School of 
~ines and ~etallurgy. It was renamed the College of ~ines after becommg a branch of the System in 
1919. changed to Texas Western College in 1949 and. since 196i, has been The University of Texas at El 
Paso. Both baccalaureate and graduate degrees are offered in more than 60 majors through six 
Colleges: Business Administration. Education, Engineering, Liberal Arts. Nursing and Allied Health 
and Science. plus the Graduate School. The University is accredited through the doctoral level by the 
Southern Association of Colleges and Schools and offers a doctorate in Geological Sciences. The 
location on the Texas-MeXICO border brings many students &om ~exico to the camp1,1s. 

The University of Texas of the Permian Basin in Odessa opened for classes in September 1973. C.T. 
Permian Basin admits only upper-level students. and offers baccalaureate degrees in 2i fields and 
master's degrees in 9 fields. Innovative classroom and laboratory techniques are emphasized, especially 
self-paced instruction. experimental learning and open laboratory and art areas . 

.The L'nicersity of Texas at San Antonio was authorized by the Texas Legislature in 1969. The 
Cniversity is comprised of four Colleges: Business, Fine Arts and Humanities. Social and Behavioral 
Sciences and Engineering. U.T. San Antonio offers 36 baccalaureate degrees and 19 master's degrees. 

The University of Texas at Tyler became a part of the System in 19i9 by action of the Texas 
Legtslature. Created in 1971 at Tyler State College, the institution became Texas Eastern University in 
1976. The upper-division (junior and senior) and graduate institution is located in the heart of East 
Texas midway between Dallas and Shreveport. The four schools within the University organization are: 
Business Administration, Education and Psychology, Liberal Arts and Sciences and Mathematics. 
Current degree programs include 45 bachelor degrees and 23 master's degrees. 

The t'nicenity of Texas lnstitul<l of Texan Cultures at San Antonio. founded as a world's fair exhibit 
for HemisFair '68, has grown into a statewide resource and information center concerned with the 
people and history of Texas. Visitors numbered nearly 400,000 last year. The Institute is the learning 
and communication center for the history, culture and folklore of Texas. The exhibit floor containing 
displays. artifacts. historic photographs and vignettes on Texas history has been expanded to a teachmg 
laboratory with trained volunteers and staff members providing living history demonstrations of folk 
customs and crafts. The production staff serves museums across the state design. photography and 
exhibit fabrication. 

Health Related Institutions 

The University of Texas Health Science Center at Dallas was established in the fall of 1972 as a 
component institution consisting of the existing Southwestern Medical School. the Southwestern 
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Graduate School of Biomedical Sciences and the School of Allted Health Sciences. Southwestern 
\!edical School was founded as Southwestern \!edical College m 1943 by the Southwestern \ledical 
Foundation and was added to the System in 1949. With more than 1.000 research projects totaling .S50 
million a )·ear the Southwestern ~edical School has been rated as one of the top 15 ~edical Schools in 
the nation. Southwestern Medical School now graduates approximately 200 physicians each year while 
the Graduate School of Biomedical Sciences aild the School of Allied Health Sciences graduate a total 
of more than 150 health scientists and professionals. 

The Unit:ersity of Texas Medical Branch at Galveston is an internationally recognized health science 
center providing diverse programs of biomedical education. research. and patient care. The \ledical 
Branch includes the oldest medical school in Texas, founded in 1891. UT~B consists of the School of 
~ursing. School of Allied Health Sciences. Graduate School of Biomedical Sciences. ~arine Biomedi
cal Institute and Institute for the Medical Humanities. The ~edical Branch employs approximatelv 
5.000 people. making it the largest single employer in Galveston County. 

The [inicersity of Texas Health Science Center at Houston, the largest of the health science 
universities in the lJ.T. System. consists of eight components. six of which are schools- the Dental 
Branch (established in 1905 as the Texas Dental College): the Graduate School of Biomedical Sciences 
(I963): the School of Public Health in Texas (1967); the Medical School (1970): the School of Nursing 
( 1972): and the School of Allied Health Sciences ( 1973). The Division of Continuing Education and 
the Speech and Hearing Institute complete the eight components. With its 71 i full-time faculty and 
approximately 2. 700 students in eight teaching and research buildings. the Houston Health Science 
Center also is the largest institutional member of the Texas Medical Center. 

The t'nicersity of Texas Health Science Center at San Antonio was established in the fall of 1972. The 
operational units of the Health Science Center include schools of Medicine. Dentistry. Nursing Allied 
Health Sciences and the Graduate Biomedical Sciences. The campus occupies 100 acres within the 
South Texas ~edical Center in Northwest San Antonio. The Health Science Center has earned a 
reputation as a first class research institution and is actively involved in its role as an educator of health 
professionals. 

The l'nicersity of Texas System Cancer Center is the official State agency for the care of Texans with 
cancer. for training and research in cancer. and for activities related to prevention of that disease. With 
~.D. Anderson Hospital and Tumor Institute at Houston as its hub. the Cancer Center also includes a 
Rehabilitation Center for recovering cancer patients, the Anderson Mayfair patient and family hotel 
and the U.T. Science Park in Bastrop County. Since the hospital opened in 1944 more than 220.000 
persons with cancer have been treated there. At least 19,500 health professionals and scientists have 
received training at ~. D. Anderson Hospital. The basic and clinical research program includes almost 
500 different proJects supported by more than $65 million in grants. contracts and other funds. 

The C.:nicerstiy of Texas Health Center at Tyler is the primary facility for patient care, education. and 
research in diseases of the chest. The institution became a part of the System on September 1. 1977. by 
action of the 65th Legislature. The Health Center's mission was expanded at that time to include its 
patient care facilities as a teaching hospital. 
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APPESDIX B 

FISASCIAL L"''FORYIATION REGARDING THE SYSTE.\f 

( 1) Condensed Statement of Assets and Net Worth 

(2) Current Revenues, Expenditures and ~andatory Transfers 

(3) Indebtedness Sot Payable from Available University Fund 
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.\PPE:\DIX B I 11 

THE Dil\"ERSITY OF TEXAS SYSTDI 

CO:>IDDiSED ST A TE:\IE:\T OF ASSETS .\:\0 :\ET WORTH (I) 

Fiscal Year Endt:d .o\ugust 31. 
1983 198-4 1985 1986 

\SSETS, 
Current Funds 

General • 227 027.921 s 247.981.349 s 342.135.901 s 385.044..412 
Des1gnated 268.112.875 2.50.443.462 288.045.846 362.498.872. 
AulC!Iia.ry Enterprise and Activity . :14.386.358 69.045.826 67.661.072 67.539.561 

Restncted 254.457.856 295.377.193 334.433.976 384.<77 065 

Total Current Funds 803.985.010 870.847.830 1.032.276.795 1.199.559.910 

Loan Funds +1.900.251 49.506.865 53.482.648 58.199.56.5 

Endowment and Similar Funds: 
State (Permanent t"mversity Fund) .. 1.912.646.657 2.092.548.880 2.326.902.088 2.615.553.884 
Other than State . 245.694.952 319.456,771 38!.433.462 4i6.376.62J 

Total Endowment and Similar Funds. 2.158.341.609 2.412.005.651 2. 708.335.550 3.091.930.507 

Annuity and Life Income Funds . 4.386.988 4.226.482 4.427.271 -t745.766 

Available liniversity Fund 59.206.656 i2.965Ai5 69.866.53.5 61.806.739 

Plant Funds 
t; nell:pended . 267.487,890 297.93!.609 248.595.573 311.322.021 
Renewals and Replacements 7.120.412 7.709.931 10.43.5.057 11.730.184 
Fund for Retirement of Indebtedness . 95.8.56.2.59 110.710.094 111.867.596 45.872.!152 
Invested tn Plant. 2.294.183.734 2.307.80 1. 796 2.749.592.679 3.032.884.582 

Tota.l Plant Funds . 2.664.648.29.5 2.924.153.430 3.120.490.905 3.401.809.639 

Agency Funds . 37.333.713 44.697.696 46.401.399 47.725.209 

Deduct: lnterfund Group Accounts . (68.935.844) 182.075.062) I 65.221.0841 165.158.078) 

Grand Total Assets . 5. 703.866.878 6.296.328.367 6.970.060.019 7.800.621.257 
Less: Total Liabilities (not including orders and 

contracts) (825.706.649) (971.939.797) ( 1.034. 768.557) I 1.08!.132.608) 

Ft:!\0 81\.L\.'iCES (i.e .. ~et Worth) $4.878.160.229 $5.324.388.570 s 5.935.291.482 s 6. 719.488.649 

1987121 

$ -191.440.:2:25 
388.353.7.50 

';"6.5.:15.55.1 
-t-48.T;"l.~7 

1.305.000.755 

63.543 064 

2.929.567.882 
546.486.695 

3,476.054.577 

4.961.928 

74.904.171 

232.469.510 
12.471.589 
43.525.970 

3.262. 7 46.381 

.J.55L2l3...150 

48.0,39.959 

157.:261.0461 

8.466.556.888 

( l.l53.932.l4:2l 

s 7.312.624.746 

I I) The University of Texas System uses the modified accrual method of accounting prescribed for Colleges and 
Universities as set forth in College and University Business Administration. Fourth Edition, 1982. 

I 2) Prepared by the Office of Comptroller of the System from audited financial statements with the exception of 
198i which are preliminary and unaudited. 
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.-I.PPE'\DIX B 121 

THE l~IVERSITY OF TEX.-1.5 SYSTE:\1 
CCRRE:\T REVE:'IICES, EXPE:\DITCRES .-1.'\D \I.-1.:\D.HORY TR.-\:'1/SFERS(!) 

Fiscal Year Ended :\t•!!:!st 31, 
1983 1984 1985 1986 1987(2) 

Cl'RRE:-:T REVESt:ES: 
TuitiOn and Fees $ 61.93-1.70~ • &1.924.284 • 68.739.972. ' ll9.615.343 I 130.850.550 
Federal Funds . 179.785.974 188.382.504 217.2.38.697 248.80.3.913 :273.055.105 
State .-\ppropnations 921.708.827 943.976.556 1.02:2.981.019 96-t910.l7.a S58.SlL.l:24 
Pnvate Gifts . 80.689.465 90.114.683 95.086.926 11 ";' .807 .2.79 1:25.:63.560 

Endowment Income 1 includes transfers from 
... • • .vatlable L"niversity Fund) 52.391.65.5 58.935.903 6~.346.232 57 779.855 96.-4-'3.086 

Sales and Serv1ces of .-\uxiliary Enterpnses. 92.082.396 102.697.168 115.765.775 115.988.799 tl7.549.:!52 

Sales and Ser.·1ces of Hospitals and Clinics: 
Professional Fees 278.501.338 285.632.549 313.44~.998 334.702.-:-75 397.035.267 

Sales and Serv1ces of Educational Departments 
and Other Services . 74.960.624 89.629.200 98.851.925 103.507 065 103.971086 

Total Current Re..,enues . 1.742.054.986 1.824.292.84~ l. 999.458. 544 2.093.115.303 2.103.754.376 

Ct:RREST EXPENDITURES AND 
~ASOATORY TRANSfERS, 
Educational and General 1.498.598.949 1.625.843.582 1.729.620.907 1870.394.013 1.932. 785.987 

Aux.iliary Enterprises . 104.758.914 ll6A90.i43 128.544.283 134.8'75.390 134.257.610 

~andatory Transfers 38.760.677 54.047.S09 49.803.013 42.190.473 35.430.467 

Total Current Expenditures and 
~andatory Transfers . 1.642.118.540 l. 796.381.834 1.907 968.203 2.047.459.876 :!.102.474.064 

EXCESS REVE:St:ES OVER EXPENDITlJRES 
,,SO ~ASDATORY TRASSFERS .. I 99.938.446 I 27.911.013 I 91.490.341 I 45.655.427 s l.JIO.Jl2 

iII The Cniversity of Texas System uses the modified accrual method of accounting prescribed for Colleges and 
Cniversities as set for;h in College and University Business Administration. Fourth Edition. 1982. 

1 2! Prepared by the Office of Comptroller of the System from audited financial statements with the exception of 
1987 which are preliminary and unaudited. 
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THE l"\'IVERSITY OF TEXAS SYST£\1 

OTHER I:\'DEBTED'\ESS 

The university of Texas at Austin 
Building Re' enue Refunding Bonds, 
Series I986( l) .................................... . 

Travis County Research and Development Authority 
~lulti-~lodal Interchangeable Rate Revenue Bonds 
(The University of Texas at Austin Montopolis 
Research Center Project), Series I988 (I) 

The University of Texas System 
General Tuition Revenue Refunding 
Bonds, Series I986(2) ...................................... . 

The University of Texas System General 
Revenue Refunding Bonds. 
Series I986(2) .......................................... . 

The University of Texas System General 
Revenue Subordinate Lien Notes, 
Series I98i A(2) ........................................ . 

"'· D. Anderson Hospital and Tumor 
Institute at Houston 

Endowment and Hospital Revenue Bonds, 
Series I972 and I976(2) ................ . 

Hospital Revenue Bonds, 
Subordinate Lien, 
Series I976(2) ....... . 

Origina.l 
Amount 
Issued 

$ 36.4IO.OOO 

38.000.000 

85.365.000 

222.040.000 

1.025,000 

I8,500,000 

4,770.000 

.-\PPE'\DIX B (3) 

August 31, 
19Si 

Outstanding 

$ 35.555.000 

-0-

82.205.000 

215,860.000 

1.025.000 

Il.275.000 

3.540.000 

1 I) Payable from Available University Fund on a junior and subordinate basis to Fund Priority 
Obligations, the Notes and additional parity Notes. 

(2) :-lot payable from Available University Fund. 
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OFFICIAL NOTICE OF SALE 

$25,000,000 
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM 

PERMANENT UNIVERSITY FUND 
VARIABLE RATE NOTES 

SERIES A 

The Sale 

Notes Offered for Sale at Competitive Bidding: The 
Board of Regents of The University of Texas System (the 
"Board") is offering for sale its $25, 000, ooo Board of 
Regents of The University of Texas System Permanent Univer
sity Fund Variable Rate Notes, series A (the "Notes"). The 
Notes will be delivered initially to the successful bidder 
(the "Purchaser") as a single fully registered note (the 
"Initial Note"), without interest coupons, payable to the 
initial registered owner thereof, to be named by the suc
cessful bidder, exchangeable as set forth below. Upon 
written request by the Purchaser, delivered to the registrar 
not later than the close of business on the day the Purchas
er's bid is accepted, the Initial Note will be exchanged by 
the registrar on the date of delivery for Notes registered 
in accordance with instructions contained in such request, 
in minimum denominations of $100,000 or in greater amounts 
in any integral multiple of $1,000, bearing interest for the 
initial interest period on the Notes in accordance with the 
Purchaser's bid, all in accordance with the resolution 
authorizing the Notes. 

Address of Bids: Sealed bids, plainly marked "BID FOR 
VARIABLE RATE NOTES," should be addressed and delivered to 
the "Board of Regents of The University of Texas System, c;o 
Mr. Thomas G. Ricks, Manager of Special Investments and 
Financing, The University of Texas System, 210 w. 6th 
street, Austin, Texas 78701" prior to __ :00 _.m., c.s.T., 
on , 1988. All bids must be submitted on the 
Official Bid Form, without alteration or interlineation. 

Place and Time of Bid Opening and Award: Representa
tives of the Board will open and publicly read the bids for 
the purchase of the Notes in the office of Mr. Thomas G. 
Ricks, Manager of Special Investments and Financing, The 
University of Texas System, 210 W. 6th Street, Austin, Texas 
at :00 .m., c.s.T., on , 1988, and will award 
theNotes- (or reject all bids) by __ :15 _.m., C.S.T., on 
such date. 



The Notes 

Description: The Initial Note will be dated as of the 
date of initial delivery of the Notes to the Purchaser. The 
Notes will bear interest at the rate of interest named by 
the Purchaser from the date of initial delivery of the Notes 
until , 1988 (the "Mandatory Tender Date") . ON 
THE MANDATORY TENDER DATE, THE NOTES ARE SUBJECT TO MANDA
TORY TENDER FOR PURCHASE, WITHQUT RIGHT OF RETENTION BY THE 
REGISTERED OWNER THEREOF, AT A PURCHASE PRICE EQUAL TO THE 
PRINCIPAL AMOUNT THEREOF PLUS ACCRUED INTEREST FROM THE DATE 
OF INITIAL DELIVERY THEREOF. Thereafter, the Notes will 
bear interest at a variable rate, set in the manner describ
ed in the Official Statement for the Notes. Reference is 
hereby made to the Official Statement, which describes in 
greater detail the terms of the Notes, including their 
maturity and payment and the security therefor. 

Remarketing Agent: Goldman, Sachs & Co. has been 
appointed by the Board to serve as remarketing agent for the 
Notes. Pursuant to its Remarketing Agreement with the 
Board, the Remarketing Agent is obligated to purchase all of 
the Notes on the Mandatory Tender Date. 

Paying Agent/Registrar: Morgan Guaranty Trust Company, 
New York, New York, has been appointed by the Board to serve 
at the Board's discretion as paying agent and registrar for 
the Notes. 

Conditions of the Sale 

Tvpes of Bids and Interest Rates: The Notes will be 
sold in one block on an "all or none" basis, and at a price 
of not less than par value. Bidders are invited to name the 
rate of interest to be borne by the Notes for the first 
interest period on the Notes, which shall be from the date 
of initial delivery thereof until the Mandatory Tender Date, 
provided that each bid must name only one rate of interest 
for all Notes and such interest rate must not exceed 15%. 

Basis for Award: Subject to the right of the autho
rized representatives of the Board to reject any or all bids 
and to waive any irregularities, the Notes will be awarded 
to the bidder whose bid produces the lowest net effective 
interest cost on the Notes for the initial interest period. 
In the event that two or more bidders submit an identical 
lowest bid the Purchaser will be selected by lot from among 
all such bidders. 



Delivery of the Notes and Accompanying Documents 

Printed Notes and CUSIP Nnmhers: The Initial Note will 
be delivered to the Purchaser in typed or printed form. It 
is anticipated that CUSIP identification numbers will be 
printed on the Notes, but neither the failure to print such 
number on any of the Notes nor any error with respect 
thereto shall constitute cause for a failure or refusal by 
the Purchaser to accept delivery of and pay for the Notes in 
accordance with the terms of this Official Notice of Sale 
and the Official Bid Form. All expenses in relation to the 
printing of CUSIP numbers on the Notes, including the CUSIP 
Service Bureau charge for the assignment of the numbers, 
shall be paid by the Board. 

Delivery: Delivery will be accomplished by the issu
ance and delivery of the Initial Note, signed manually or in 
facsimile by the Chairman and the Executive Secretary of the 
Board, together with evidence of the approval of the Notes 
by the Attorney General of the State of Texas, and registra
tion by the Comptroller of Public Accounts of the state of 
Texas. Delivery of the Notes will be at the corporate trust 
office of the registrar. Payment for the Notes must be made 
in immediately available funds for unconditional credit to 
the Board, or as otherwise directed by the Board. It is 
anticipated that delivery can be made on , 1988, 
and it is understood and agreed that the Purchaser will 
accept delivery and make payment for the Notes by 12: oo 
Noon, E.S.T. on , 1988, or thereafter on , 
1988, if the Notes are tendered for delivery on such date. 
If for any reason the Board is unable to make delivery on or 
before , 1988, then both the Board and the 
Purchaser shall be relieved of any further obligation. 

Certification: In order to provide the Board with 
information required to enable it to comply with certain 
conditions of the Internal Revenue Code of 1986 relating to 
the exclusion of interest on the Notes from the gross income 
of their owners, the underwriter will be required to com
plete, execute, and deliver to the Board from time to time a 
certification as to the interest rates and maturity dates of 
the Notes on the reoffering date(s) of the Notes in the form 
as shall be approved by Bond Counsel (hereinafter defined). 

Conditions of Qeliyery: The obligation of the Purchas
er to take up and pay for the Notes is subject to the 
Purchaser's receipt of (a) the legal opinion of McCall, 
Parkhurst & Horton, Dallas, Texas, Bond Counsel for the 
Board ("Bond Counsel"), (b) the certification of the Offi
cial Statement, and (c) the no-litigation certificate, all 
as further described below. 



L9gal Opinions: The Notes are offered when, as, and if 
issued, subject to the unqualified legal opinion of the 
Attorney General of the State of Texas, and of Bond Counsel 
(see "Legal Matters" in the Official Statement); the opinion 
of Bond Counsel will be printed on the Notes (excepting the 
Initial Notes). 

Certification of Official Statement: The financial 
data and other information contained in the Official State
ment have been obtained from the Board's records and other 
sources which are believed to be reliable. At the time of 
payment for and delivery of the Bonds, the Purchaser will be 
furnished a certificate, executed by the Executive Vice 
Chancellor for Asset Management, acting in his official 
capacity, to the effect that to the best of his knowledge 
and belief: (a) the Official Statement, dated , 
1988, and any addenda, supplement or amendment thereto, on 
the date of such Official Statement, on the date of the sale 
of the Notes and the acceptance of the best bid therefor and 
on the date of the delivery, did not and does not contain an 
untrue statement of a material fact or omit to state a 
material fact required to be stated therein or necessary,to 
make the statements therein, in the light of the circum
stances under which they were made, not misleading; and (b) 
there has been no material, adverse change in the financial 
condition of the Board from that reflected in the Board's 
unaudited and audited financial statements and other finan
cial information contained in the Official Statement. 

No-Litigation Certificate: The General Counsel of the 
System, acting in his official capacity, will execute and 
deliver to the Purchaser a certificate to the effect that no 
litigation of any nature has been filed or is then pending 
which would restrain or enjoin the issuance or delivery of 
the Notes or affect the provisions made for their payment or 
in any manner question the validity of said Notes. 

Change in Tax Exempt Status: At any time before the 
Notes are tendered for delivery, the Purchaser may withdraw 
its bid if the interest received by private owners from 
notes of the same type and character shall be declared to be 
taxable income under federal income tax laws, either by 
ruling of the Internal Revenue Service or by a decision of 
any federal court, or shall be declared taxable or be 
required to be taken into account in computing any federal 
income taxes, by the terms of the federal income tax law 
enacted subsequent to the date of this Official Notice of 
Sale. 



General 

Remarketing Agent's Right to Bid: Goldman, Sachs & 
right to bid on the Co., the Remarketing Agent, reserves the 

Notes. 

Blue Sky LaWS: By submission of its bid, the Purchaser 
represents that the sale of the Notes in states other than 
Texas will be made only pursuant to exemptions from regis
tration or, where necessary, the Purchaser will register the 
Notes in accordance with the securities law of the states in 
which the Notes are offered or sold. The Board agrees to 
cooperate with the Purchaser, at the Purchaser's written 
request and expense, in registering the Notes or obtaining 
an exemption from registration in any state where such 
action is necessary: provided, however, that the Board will 
not be required to execute a special or general consent to 
service of process or qualify to do business in connection 
with any such qualification in any jurisdiction. 

Not an Offer to Sell: This Official Notice of Sale 
does not alone constitute an offer to sell the Notes, but is 
merely notice of the sale of the Notes. The offer to sell 
the Notes is being made by means of the Official Notice of 
Sale, the Official Bid Form and the Official Statement. 
Prospective purchasers are urged to examine carefully the 
Official Statement to determine the investment quality of 
the Notes. 

Additional Copies of Notice. Bid Form and Statement: A 
limited number of additional copies of this Official Notice 
of Sale, the Official Bid Form and the Official Statement 
may be obtained from the Office of Asset Management, The 
University of Texas System, 210 West 6th Street, Austin, 
Texas 78701 or Goldman, Sachs & Co., Municipal Finance 
Department, 85 Broad Street, New York, New York 10004. 

-------------' 1988 

Executive Vice Chancellor for 
Asset Management 

The University of Texas System 
210 West 6th Street 
Austin, Texas 78701 



OFFICIAL BID FORM 

Chairman and Members of the Board 
of Regents of The University of 
Texas system 

Gentlemen: 

-----------' 1988 

Reference is made to your Official Statement and Official 
Notice of Sale, dated , 1988, of The University of 
Texas System Permanent University Fund Variable Rate Notes, 
Series A (the "Notes"), both of which constitute a part hereof. 

For your legally issued Notes, as described in said Official 
Notice of Sale and Official Statement, we will pay you par, plus 
a cash premium of $ , for Notes bearing interest at the 
rate of t from the date of initial delivery of the Notes 
until , 1988 (the "Mandatory Tender Date"). we 
understand that on the Mandatory Tender Date, the Notes are 
subject to mandatory tender for purchase, without right of 
retention by the registered owner, at a purchase price of par 
plus accrued interest from the date of initial delivery of the 
Notes. 

The Initial Note shall be registered in the name of 
We will advise 

the Paying Agent/Registrar, on forms to be provided by the Paying 
Agent/Registrar, of our registration instructions by no later 
than the close of business on the date hereof. 

We agree to accept delivery of and make payment for the 
Initial Note in immediately available funds at a place to be 
designated by an authorized representative of the Board no later 
than 12:00 Noon, E.S.T., on , 1988, or thereafter on 

, 1988, if the Initial Note is tendered for delivery 
-o-n--=t""'h-a-:t--d..,.a--:te, pursuant to the terms set forth in the Official 
Notice of Sale. 

Respectfully submitted, 

By 
Authorized Representative 



ACCEPTED this ____ day of 
authorized representative 
sity of Texas System. 

, 1988, by the undersigned 
o-f~~T~h-e~B~o~a~r~d of Regents of The Univer-

By --~~~--~=-----~~~----Authorized Representative 
The University of Texas system 



Attachment F 

REMARKETING AGREEMENT 

Remarketing Agreement, dated as of February 11, 1988, 
among the Board of Regents of the University of Texas system 
(the "Issuer"), Morgan Guaranty Trust Company of New York, 
as Paying Agent/Registrar (the "Paying Agent/Registrar") 
under the Resolution, adopted on February 11, 1988 (the 
"Resolution"), relating to $125,000,000 aggregate principal 
amount of the Issuer's Permanent University Fund Variable 
Rate Notes, Series A (the "Securities") and Goldman, Sachs & 
co., as Remarketing Agent (the "Agent"). 

1. Representations and Warranties. 
represents and warrants to the Agent that: 

The Issuer 

(i) The Securities have been duly authorized, 
executed, authenticated, issued and delivered and 
constitute valid and binding obligations of the Issuer 
in accordance with their terms and are entitled to the 
benefits of the Resolution. 

(ii) The Amended and Restated Credit Agreement 
dated as of February 11, 1988 between the Issuer and 
Morgan Guaranty Trust Company of New York, relating to 
the Securities has been duly authorized, executed and 
delivered and constitutes a valid and binding obliga
tion of the Issuer in accordance with its terms is in 
full force and effect and will be in full force and 
effect. at the time of any remarketing of securities 
hereunder. 

(iii) The Securities have been rated A-1+/AA+ and 
VMIG-1/AA by Standard & Poor's Corporation and Moody's 
Investors Services, respectively, at the date of their 
initial issuance. 

(iv) The Issuer has furnished to the Agent for use 
in remarketinq the Securities the Official Statement 
(the "Offering Document"), and the Offering Document 
is, and ab the time of remarketing any securities 
hereunder will be, accurate in all material respects 
and does not, and will not, omit to state a material 
fact necessary to make the statements therein not 
misleading. 

(v) Since the date of the Issuer's most recent 
statement of financial condition, there has not oc
curred, and prior to any remarketing of Securities 
hereunder there will not have occurred, any material 
adverse change in the financial condition or general 
affairs of the Issuer. 



2. Certain Agreements of the Issuer. 

The Issuer agrees with the Agent that: 

(i) The Issuer will immediately notify the Agent 
by telephone (which shall promptly be confirmed in 
writing) of: (A) any fact or occurrence as a result of 
which the Offering Document would be or become mislead
ing or any representation or warranty of the Issuer 
would become false, (B) any material adverse change in 
the financial condition or general affairs of the 
Issuer or the Bank, (C) any reduction, or any sugges
tion by Standard & Poor's that it is considering a 
possible reduction, in the rating of the Securities 
below those set forth in Section l(iii), (D) any 
adverse change, or threatened adverse change, in the 
Federal income tax treatment of holders of the Securi
ties, (E) the need for an opinion of tax counsel as to 
the tax status of any of the Securities, (F) any 
substitution of a bank for the Bank under the Credit 
Agreement or replacement of the Paying Agent/Registrar 
under the Resolution, (G) any event of default under 
the Resolution or any event which, with notice or lapse 
of time or both, would constitute such an event of 
default and (H) any change in the dates for the redemp
tion or purchase of the Securities; 

(ii) The Issuer will, at its expense, furnish the 
Agent such number of copies of the Offering Document as 
the Agent may from time to time reasonably request. If 
any event occurs as a result of which the Offering 
Document, as then amended or supplemented, would 
include an untrue statement of a material fact or omit 
to state a material fact necessary to make the state
ments therein, in the light of the circumstances under 
which they were made, not misleading, the Issuer will 
promptly amend or supplement the Offering Document to 
correct such statement or supply such omitted fact; 
provided, however, that no such amendment or supplement 
will be made prior to allowing the Agent a reasonable 
opportunity to review it. The Issuer will furnish the 
Agent such number of copies of the Offering Document, 
as so amended, or such supplement as the Agent may 
reasonably request; and 

(iii) The Issuer will furnish the Agent copies of 
all reports and financial statements relating to the 
financial affairs and condition of the Issuer promptly 
after they are made available to the public by the 
Issuer and such additional information concerning the 
operations and financial condition of the Issuer as the 
Agent may from time to time reasonably request. 



3 . Remarketing 

(a) The Issuer appoints the Agent as its exclu
sive agent for the remarketing of the Securities and, 
in reliance on the representations contained herein and 
subject to the terms hereof, the Agent agrees to use 
its best efforts to solicit offers to purchase, at a 
price of 100% of the principal amount thereof plus 
accrued interest, if any, the Securities which it has 
been advised by the Paying Agent/Registrar have been 
tendered by the holders thereof pursuant to the Resolu
tion and to perform the other obligations of the Agent 
as set forth in the Resolution. 

(b) In the event of (i) a suspension or material 
limitation in trading in securities generally on the 
New York Stock Exchange; (ii) a general moratorium on 
commercial banking activities in New York declared by 
either Federal or New York State authorities; (iii) the 
engagement by the United States in hostilities which 
have resulted in the declaration of a national emergen
cy or war, if the effect of any such declaration in the 
Agent's judgment makes it impracticable or inadvisable 
to proceed with solicitation of offers to purchase the 
Securities; or (iv) the occurrence of any of the events 
contemplated by Section 2(i), whether the Agent learns 
thereof from the Issuer or otherwise, and so long as 
such situation continues to exist, the Agent shall have 
the right to suspend its efforts to solicit offers to 
purchase the Securities. 

(c) As compensation for its services hereunder, 
the Issuer shall pay the Agent ongoing compensation in 
the form of a fee of 118% per annum in respect of the 
aggregate principal amount of the Securities outstand
ing from time to time. Such fee shall be payable in 
arrears commencing April 1, 1988 and at the final 
maturity of the Securities or earlier termination of 
this Agreement. The Issuer also agrees to pay the 
reasonable out-of-pocket expenses of the Agent (includ
ing, without limitation, the fees and disbursements of 
its counsel and any costs incurred in connection with 
the preparation, reproduction and delivery of docu
ments) incurred in connection with the performance of 
its obligations hereunder. In addition, with respect 
to the sale of $25,000,000 of the Securities as de
scribed in the "Official Bid Form" attached to the 
Resolution, the Issuer shall pay the Agent an initial 
fee of $15,000, payable upon the receipt by the Board 
of the proceeds of the sale of said $2 5, ooo, ooo of 
Securities. 



4 . The Agent. 

(a) The Agent will be acting solely as the 
Issuer's agent in the re-sale of the Securities, and, 
other than as set forth herein, the Agent's responsi
bility is limited to the use of its best efforts to 
solicit offers to purchase the Securities. 

(b) The Agent, in its individual capacity, either 
as principal or agent, may buy, sell, own, hold and 
deal in any of the Securities, and may join in any 
action which any holder of Securities may be entitled 
to take, with like effect as if it did not act in any 
capacity hereunder. The Agent, in its individual 
capacity, either as principal or agent, may also engage 
in or be interested in any financial or other transac
tion with the Issuer and may act as depositary, trustee 
or agent for any committee or body of holders of 
Securities or other obligations of the Issuer as freely 
as if it did not act in any capacity hereunder. 

{c) The Agent shall incur no liability to the 
Issuer, the Paying Agent/Registrar or any other person 
for its actions as Agent pursuant to the terms of this 
Agreement except for its willful misconduct or gross 
negligence. In setting the interest rate (s) on the 
Securities, the Agent shall not be liable for any error 
made in good faith. 

s. Intention of Parties. It is the express intention 
of the parties hereto that no purchase, sale or transfer of 
any Securities, as herein provided, or the setting of 
interest rates in respect thereof, shall constitute or be 
construed to be the extinguishment of any Security or the 
indebtedness represented thereby or the reissuance of any 
Security or the refunding of any indebtedness represented 
thereby. 

6 • Amendments • 

{a) The Issuer agrees not to amend the Resolution 
insofar as it relates to this Agreement or the rights and 
duties of the Agent without the prior written consent of the 
Agent. 

{b) This Agreement may not be amended except by a 
writing signed by each of the parties hereto. 

7. Term. Unless previously terminated, this Agree
ment shall remain in full force and effect until payment in 
full of the Securities. The Issuer may terminate this 
Agreement at any time by giving at least five business days' 
prior written notice to the Agent and the Paying 
Agent/Registrar. The Agent may terminate this Agreement at 



any time by g~v~ng at least ten business days' prior written 
notice to the Issuer and the Paying Agent/Registrar. The 
representations, warranties and agreements of the Issuer set 
forth herein shall remain in full force and effect regard
less of any investigation (or any statement as to the 
results thereof) made by or on behalf of the Agent and shall 
survive the termination or expiration of this Agreement. 
The Issuer shall promptly pay to the Agent the compensation, 
in accordance with Section 3(c), accrued through the effec
tive date of such termination. 

8. Notices. Unless otherwise provided herein, all 
notices, certificates, requests or other communications 
hereunder shall be deemed given when delivered in writing by 
hand or sent by facsimile transmission, tested telex or 
registered mail, postage prepaid, addressed as follows: 

If to the Issuer: 

The University of Texas System 
210 West 6th Street 
Austin, Texas 78701 
Attention: Tom Ricks 
Facsimile Transmission Number: 512-499-4696 

If to the Paying Agent/Registrar: 

Morgan Guaranty Trust Company of New York 
Corporate Trust Office 
30 West Broadway, 14th Floor 
New York, New York 10015 
Attention: Pat Crooks 
Facsimile Transmission Number: 212-693-0534 

If to the Agent: 

Goldman, Sachs & co. 
85 Broad Street, 26th Floor 
New York, New York 10004 
Attention: Municipal Note Desk 
Facsimile Transmission Number: 212-902-1550 

Each of the above parties may, by written notice given 
hereunder to the others, designate any further or different 
addresses to which, or means by which, subsequent notices, 
certificates, requests or other communications shall be 
sent. 

9. Counterparts. This Agreement may be executed in 
any number of counterparts, each of which when so executed 
and delivered shall be an original, but all such counter
parts shall together constitute one and the same instrument. 



IN WITNESS WHEREOF, the parties hereto have caused this 
Remarketi~g Agreement to be duly executed as of the day and 
year first above written. 

By 

By 

BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

(Name of Officer) 

(Title) 

MORGAN GUARANTY TRUST 
COMPANY OF NEW YORK 

(Name of Officer) 

(Title) 

GOLDMAN, SACHS & CO. 

(Goldman, Sachs & Co.) 



SUPPLEMENTAL MATERIAL 

SPECIAL ITEM 

FEBRUARY 11, 1988 

4. U T. Board of Re~ents: Authorization to Enter into 
Lease and Other Financing Agreements Related to the 
SEMATECH Retrofit of the Data General Facility 

REC0!1MENDATION 

The Office of the Chancellor recommends that the U. T. Board of 
Regents adopt the attached Resolution (Attachment A} relating to 
the issuance of the Travis County Research and Development Author
ity Multi Modal Interchangeable Rate Revenue Bonds (The University 
of Texas at Austin Semiconductor Manufacturing Laboratory Pro
ject}, Series 1988, 

1. Authorizing the execution and delivery of: 

a. a Lease and Installment Sale Agreement 
(substantially in the form of Attachment B) 

b. a Standby Bond Purchase Agreement (substantially in 
the form of Attachment C) 

c. a Lease Agreement (substantially in the form of 
Attachment D) 

d. a Funds Management Agreement (substantially in the 
form of Attachment E) 

e. a Remarketing Agreement(substantially in the form 
of Attachment F) 

f. a Purchase Contract(substantially in the form of 
Attachment G) 

2 . Approving: 

a. an Indenture of Trust and Security Agreement 
(substantially in the form of Attachment H) 

b. a Paying Agent/Registrar Agreement (substantially 
in the form of Attachment I} 

c. an Official Statement (substantially in the form of 
Attachment Jl 

3. Approving the description of the Project to be financed 
(Attachment K} 

4. Authorizing the Chairman of the Board, Executive Secre
tary of the Board, Authorized Representatives and other 
officers of the System and of U. T. Austin, jointly and 

-severally, to do any and all things and to execute and 
deliver any and all documents which they may deem neces
sary or advisable in order to consummate the issuance, 
sale and delivery of the Bonds and to effectuate the 
purposes of the Resolution. 

5. Approving and adopting the report entitled "Chancellor's 
Report on the Benefits Expected to be Derived by the 
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University of Texas at Austin from SEMATECH and the Serr.~
conduccor Manufacturi~g Laboratory", as set forth in 
Attachment A. 

BACKGROUND 

On January 20, 1988, U. T. Austin, as authorized per Executive 
Committee Letter 88-13 purchased 94.36 acres of land and improve
ments known as the Data General site. Pursuant to the Lease and 
Ir.stallment Agreement (Attachment B), U. T. Austin will lease 35 
acres of the site plus existing improvements (the ''Premises'') to 
the Travis County Research and Development Authority for a nomina: 
amount. The lease will expire on the earlier of February 1, 1993 
or the date of completion of a clean room to be constructed by che 
Authority (at the direction of the Board) with proceeds of a $38 
million bond issue. U. T. Austin, in turn, will purchase the 
clean room from the Authority on an installment basis for an 
amount equal to the principal and interest on the Bonds less any 
amounts the Authority receives from the State. The installment 
payments will be due at the times and in amounts sufficient to pay 
debt service payments on the Bonds and will be payable and secured 
by a fourth lien on the Available University Fund. 

To enable same day remittance of the required installment pay
ments, the State Treasury, per the Funds Management Agreement 
(Attachment E), will hold amounts pre-withdrawn from the Availab~e 
University F~nd in a separate account and wire the payments to the 
Trustee as directed. 

Under the Lease Agreement (Attachment D), U. T. Austin concur
rently will lease the Premises and the clean room to Sematech for 
a primary term of 10 years at a nominal rental. The lease will 
contain an option for Sematech to renew the lease for an addi
tional ten year period at a rent equal to the lesser of a fair 
market rental or at the maximum amount that will not adversely 
affect the tax exempt status of the Bonds. 

The Bonds will be authorized and issued by the Authority pursuant 
to an Indenture of Trust and Security Agreement (Attachment HJ and 
wi:l be secured first by amounts received by the Authority from 
the State of Texas and second, to the extent such amounts are in
sufficient from installment payments made by U. T. Austin. The 
Bonds will be issued in the form of Multi Modal Interchangeable 
Rate Bonds, payable at the end of 20 years, and will be purchased 
initiac:y by J. P. Morgan Securities pursuant to the Purchase 
Contract (Attachment G) and the Official Statement (Attachment J) 

The Bonds will be issued initially in a short term low interest 
rate mode in order to minimize debt service prior to the next bi
ennium. At the option of the Board, the Bonds may be prepaid 
should the State appropriate sufficient funds for redemption, or 
be converted into fixed rate amortizing bonds should the State 
only appropriate annual debt service. 

At any time prior to conversion to a fixed rate long term rate 
mode, holders of the Bonds will have the right to tender any Bond 
fer purchase by the Board. Pursuant to the Remarketing Agreement 
(Attachment F), J. P. Morgan Securities will use its best efforts 
co remarket all tendered Bonds. In the event, however, of a fai:
u=e to remarket, Morgan Guaranty Trust Company of New York will 
se=ve as a source of liquidity and purchase all Bonds not prompt~y 
=err.a=keted under the Standby Purchase Agreement (Attachment BJ 
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Attachment A 
RESOLUTION 

AUTHORIZING THE EXECUTION AND DELIVERY OF 
-· A LEASE AND INSTALLMENT SALE AGREEMENT, 

A STANDBY BOND PURCHASE AGREEMENT, 
A LEASE AGREEMENT, A FUNDS MANAGEMENT AGREEMENT, 

A REMARKETING AGREEMENT AND A PURCHASE CONTRACT 
AND APPROVING AN INDENTURE OF TRUST AND SECURITY AGREEMENT, 

AN OFFICIAL STATEMENT AND A PAYING AGENT/REGISTRAR AGREEMENT 
RELATING TO THE ISSUANCE OF THE 

TRAVIS COUNTY RESEARCH AND DEVELOPMENT AUTHORITY 
MULTI-MODAL INTERCHANGEABLE RATE REVENUE BONDS 

(THE UNIVERSITY OF TEXAS AT AUSTIN SEMICONDUCTOR 
MANUFACTURING LABORATORY PROJECT) SERIES 1988 

THE STATE OF TEXAS 
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM 

WHEREAS, the Board of Regents (the "Board of Regents") 
of The University of Texas System (the "System"), along with 
the State of Texas, Travis County, the City of Austin and 
numerous private organizations and business enterprises have 
cooperated to encourage SEMATECH, Inc., a not-for-profit 
corporation organized by the major U.S. companies engaged in 
the semiconductor manufacturing industry ("SEMATECH"), to 
locate its semiconductor manufacturing technology center in 
Austin, Texas; and 

WHEREAS, the Chancellor has made a formal presentation 
to the Board of Regents, a copy of which is attached hereto, 
setting out the benefits to The University of Texas at 
Austin and to the System expected to be received from the 
Project (as hereinafter defined) and the cooperative 
undertakings by The University of Texas at Austin with 
SEMATECH; and 

WHEREAS, the Board of Regents has recently acquired a 
94.366-acre tract of land with certain improvements thereon 
located in southeast Travis County for the purpose of 
establishing the Montopolis Research Center as a part of The 
University of Texas at Austin campus; and 

WHEREAS, the Board of Regents finds and determines that 
in order to promote research and development into 
semiconductor manufacturing technology and to promote 
economic development that it is necessary and advisable to 
enter into a Lease and Installment Sale Agreement dated 
February 1, 1988 (the "Lease and Installment Sale 
Agreement") with the Travis County Research and Development 
Authority (the "Authority") under which the Authority would 
lease a site within the Montopolis Research Center and issue 
its Multi-Modal Interchangeable Rate Revenue Bonds (The 



university of Texas at Austin Semiconductor Manufacturing. 
Laboratory Project) Series 1988 {the "Bonds") to purchase, 
construct, improve and recondition a project to be known as 
The University of Texas at Austin Semiconductor 
Manufacturing Laboratory {the "Project"), which the 
Authority would then convey to the Board of Regents for use 
as an educational research and development facility of The 
University of Texas at Austin and the Board of Regents would 
further agree to make installment sale payments to the 
Authority in the amounts and at the times sufficient to 
enable the Authority to pay the debt service on its Bonds, 
all in accordance with the authority of Article VII, 
Sections 10, 11, lla, 15 and 18 of the Texas Constitution, 
as amended, and the provisions of the Texas Education Code, 
specifically Sections 55.11 and 65.39, as amended, and 
Article 5190.10, Vernon's Texas Civil Statutes: and 

WHEREAS, the Authority will issue the Bonds and secure 
the Bonds under the terms of an Indenture of Trust and 
security Agreement by and between the Authority and MTrust 
Corp, National Association, as Trustee thereunder {the 
"Indenture") which, in order to obtain the lowest interest 
rates possible on the Bonds, provides that the Bonds may be 
issued in or converted to certain interest rate modes which 
permit the owners of the Bonds to tender the Bonds for 
purchase on certain agreed dates: and 

WHEREAS, in order to provide for the availability of 
funds to pay the purchase price of any of the Bonds which 
may be tendered by the owners thereof, the Board has 
determined to enter into a Standby Bond Purchase Agreement 
dated as of February 1, 1988 with Morgan Guaranty Trust 
Company of New York {the "Standby Bond Purchase Agreement") 
to provide liquidity support for the purchase of the Bonds: 
and 

WHEREAS, the Board of Regents will lease the Project to 
SEMATECH pursuant to the provisions of a Lease Agreement by 
and between the Board of Regents and SEMATECH {the "Lease 
Agreement") for a term of ten years with an option to renew 
and extend the term of the lease for an additional ten-year 
period pursuant to which SEMATECH agrees to use the Project 
for the conduct of advanced research and development of 
semiconductor manufacturing techniques both through its 
member corporations and in cooperation with The University 
of Texas at Austin: and 

WHEREAS, in accordance with its agreements with the 
Authority under the Lease and Installment Sale Agreement, 
the Board of Regents has agreed to enter into certain 
ancillary agreements and contracts relating to the Bonds 
including a Remarketing Agreement dated as of February 1, 
1988 {the "Remarketing Agreement") by and between the Board 
of Regents and J.P. Morgan Securities Inc., a Funds 

2 



Management Agreement (the "Funds Management Agreement") by 
and between the Board of Regents and Ann w. Richards, 
Treasurer of the State of Texas, and a Purchase Contract 
among the Board of Regents, the Authority and J.P. Morgan 
securities Inc., as Underwriter (the "Purchase Contract"); 
and 

WHEREAS, in order to authorize the execution and 
delivery of, and to carry out and perform the obligations 
under, the aforementioned agreements and contracts, the 
Board must appoint certain authorized officers of the System 
to execute such documents and take such actions as are 
necessary and advisable to consummate the issuance, sale and 
delivery of the Bonds and to effect the purposes of such 
agreements and contracts. 

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

Section 1. The Chancellor or any Executive Vice 
Chancellor of the System is hereby authorized and directed, 
for and on behalf of the Board of Regents, to execute and 
deliver the following documents in substantially the form 
and substance attached to this Resolution and made a part 
hereof for all purposes: (a) the Lease and Installment Sale 
Agreement; (b) the Standby Bond Purchase Agreement; (c) the 
Lease Agreement; (d) the Funds Management Agreement; (e) the 
Remarketing Agreement; and (f) the Purchase Contract. 

Section 
contracts set 
thereto, such 
the Board of 
provisions. 

2. Upon execution of the agreements and 
forth in Section 1 hereof by the other parties 
agreements and contracts shall be binding upon 
Regents in accordance with their terms and 

Section 3. The Board of Regents hereby accepts and 
approves of the terms and provisions of the following 
documents in substantially the form and substance attached 
hereto and agrees to be bound by and to perform such 
obligations of the Board of Regents contained therein: (a) 
the Indenture; and (b) the Paying Agent/Registrar Agreement. 
The Board of Regents further approves and consents to the 
use of the information relating to the .Permanent University 
Fund, The University of Texas at Austin and the System in 
the draft Official statement relating to the Bonds attached 
hereto and the Executive Vice Chancellor for Asset 
Management is authorized to execute the Official Statement. 

Section 4. The Project to be financed pursuant to the 
Lease and Installment Sale Agreement is described in Exhibit 
A to the Installment Sale and Lease Agreement, and such 
description is approved and adopted as part of this 
Resolution. 
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Section 5. The Chairman of the Board of Regents, the 
Executive Secretary of the Board of Regents, the Authorized 
Representatives (as defined in the Lease and Installment 
Sale Agreement) and the other officers of the system and of 
The University of Texas at Austin are hereby authorized and 
directed, jointly and severally, to do any and all things 
and to execute and deliver any and all documents which they 
may deem necessary or advisable in order to consummate the 
issuance, sale and delivery of the Bonds and otherwise to 
effectuate the purposes of this Resolution, the Lease and 
Installment Sale Agreement, the Indenture, the Standby Bond 
Purchase Agreement·, the Lease Agreement, the Purchase 
Contract, the Remarketing Agreement, the Funds Management 
Agreement, the Paying Agent/Registrar Agreement and the 
Official statement, including, particularly, making 
application and seeking the approval of the proposed 
transactions from the Texas Bond Review Board and the 
Attorney General of the State of Texas. In addition, the 
Executive Vice Chancellor for Asset Management, the General 
counsel or Assistant General Counsel to the System, and Bond 
Counsel are hereby authorized to approve, subsequent to the 
date of the adoption of this Resolution, any amendments to 
the documents attached hereto and any technical amendments 
to this Resolution as may be required by each Rating Service 
(as defined in the Indenture) as a condition to the granting 
of a rating on the Bonds and to make such other changes in 
such documents as in the judgment of such persons do not 
materially change the purpose and intent of this Resolution. 

Section 6. That the findings and determinations set 
forth in the preamble to this Resolution are hereby adopted 
and approved and the Chancellor's report attached hereto and 
entitled "Chancellor's Report on the Benefits Expected to be 
Derived by The University of Texas at Austin from SEMATECH 
and the Semiconductor Manufacturing Laboratory", and the 
findings and expectations set forth therein are hereby 
approved and adopted by the Board of Regents. 

4 



CHANCELLOR'S REPORT 
ON THE BENEFITS 

EXPECTED TO BE DERIVED BY THE 
UNIVERSITY OF TEXAS AT AUSTIN 

FROM SEMATECH AND THE SEMICONDUCTOR 
MANUFACTURING LABORATORY 

The facility being constructed at The University of Texas at 
Austin Montopolis Research Center and to be known as the 
Semiconductor Manufacturing Laboratory is a full-scale 
semiconductor manufacturing systems laboratory, which will be 
used to carry out a wide range of research projects related to 
the manufacture of semiconductor devices. Operation of the 
facility will be funded jointly by the United States Department 
of Defense and the major United States corporations engaged in 
the semiconductor manufacturing industry through SEMATECH, Inc., 
a not-for-profit corporation established by the companies listed 
at the end of this report. The University of Texas at Austin 
will be an associate member of SEMATECH and will engage in 
cooperative research efforts with the members of SEMATECH. In 
addition, The University of Texas at Austin will also maintain a 
liaison office at the Semiconductor Manufacturing Laboratory to 
coordinate joint activities in such areas as: faculty exchange, 
collaborative research, grants, contracts, intern programs, 
consortium interface with other universities and planning, and 
sponsorship of seminars, symposia and colloquia programs as the 
parties may later agree. 

The University of Texas at Austin is one of the nation's 
leading research universities. In fiscal year 1985, The 
University of Texas at Austin ranked 18th in total research 
expenditures among all U.S. colleges and universities, 12th in 
engineering research expenditures, 9th in physical science 
research expenditures, and < 8th in computer science research 
expenditures. A major portion of the research activity at The 
University is funded by the u.s. government and by u.s. industry. 
Much of the research involves collaborative efforts with 
government agencies and industrial sponsors. 

Research is an integral part of the process of educating 
Ph.D.s. In 1986-87, The University of Texas at Austin awarded 
606 doctoral degrees, including 217 in engineering and the 
natural sciences. Each student who receives a Ph.D. degree must 
have completed a piece of original research which makes a 
significant contribution to the body of knowledge in his or her 
field. The University maintains a research environment which 
facilitates this student work. The University interprets the 
mandate in the Texas Constitution to be a " ••• university of the 
first class" to include a mandate to maintain a research program 
of the first class. 

Prior 
University 

to the formation of the 
had established major 

SEMATECH consortium, 
research programs 
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microelectronics, materials and manufacturing systems. Twelve 
endowed faculty positions were established in these fields, and 
The University had begun the design of, and allocated funds for, 
a microelectronics and materials engineering research building in 
which smaller scale experiments will be conducted. The presence 
of the full-scale semiconductor manufacturing laboratory will 
complement this research effort by permitting faculty and 
students to engage in further forms of research, research which 
can be conducted only in a full-scale experimental manufacturing 
plant. The existence of this laboratory, in combination with The 
University of Texas at Austin's existing laboratories, including 
particularly the Microelectronics Research Center and the Center 
for Technology Development, and those of Microelectronics and 
computer Technology Corporation (MCC), will permit faculty and 
graduate students to explore a full range of research issues 
involved in the design and fabrication of microelectronic 
devices. There is no comparable laboratory environment in the 
world. 

The cost of operating, maintaining, and continually 
reequipping this laboratory will be borne by the members of 
SEMATECH and the U.S. Department of Defense. Projected annual 
operating expenditures, including expenditures for new "cutting 
edge" equipment are projected to be $200 million or more. The 
University of Texas at Austin projects that by academic year 
1992-1993, at least 28 faculty and 150 graduate students will be 
engaged in research in this field and in. closely related 
complementary fields. This facility will provide these 
university researchers with an opportunity to conduct 
collaborative research utilizing this advanced laboratory 
environment. 

In addition to the direct involvement in research, students 
will benefit through the results of the ongoing research being 
brought into the classroom. Regular University faculty will be 
collaborating with SEMATECH on a variety of research projects and 
will build the research results into their curricula. Also, it 
is anticipated that several SEMATECH technical staff will hold 
adjunct faculty status and will teach on the campus of The 
University of Texas at Austin. The opportunity to learn from 
this group of faculty engaged in "cutting edge" research in 
semiconductor manufacturing systems is expected to attract many 
of the world's best graduate students in these fields to The 
University of Texas at Austin and, subsequently, to Texas 
industry. The impact on undergraduate education, although less 
easily measured, is expected to be similar. 

As a final benefit to The University of Texas at Austin, 
there will be significant capital improvements added to The 
University of Texas at Austin Montopolis Research Center by 
SEMATECH which will be over and above the annual operating 
expenses borne by SEMATECH and the Department of Defense. As a 
result of such capital expenditures, at the completion of the 
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SEMATECH program The University of Texas at Austin will have been . 
enriched academically as well as in its physical properties. 

SEMATECH Members 

Advanced Micro Devices 
AT&T Technologies, Inc. 
Digital Equipment Corp. 
Harris Corp. 
Hewlett-Packard Co. 
Intel Corp. 
IBM Corporation 

LSI Logic 
Micron Technology, Inc. 
Motorola 
National Semiconductor 
Rockwell International 
Texas Instruments 
SEMI/SEMATECH 

SEMATECH Associate Members 

The University of Texas at Austin 
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LEASE AND INSTALLMENT SALE AGREEMENT 

This Lease and Installment Sale Agreement dated as of 
February 1, 1988 (the "Agreement"), by and between TRAVIS 
COUNTY RESEARCH AND DEVELOPMENT AUTHORITY (together with its 
permitted successors and assigns, the "Issuer") and the 
BOARD OF REGENTS of THE UNIVERSITY OF TEXAS SYSTEM (together 
with its permitted successors and assigns, the "Board"): 

W I T N E S S E T H: 

GENERAL RECITALS AND FINDINGS 

(a) The Issuer is a public body corporate and politic 
of the State, existing and operating as a research and 
development authority pursuant to the laws of the State, 
particularly Article 5190.10, Vernon's Texas Civil statutes 
(the "Issuer Act"); and The University of Texas System (the 
"System") is an agency of the State and the Board is the 
duly appointed governing body of the System. 

(b) This Agreement is authorized and executed pursuant 
to applicable State laws, including the Issuer Act and, as 
to the powers of the Board, the Texas Education Code, 
specifically Sections 55.11 and 65.39 (the "Board Act"; 
collectively the Issuer Act and the Board Act shall be 
referred to herein as the "Acts"). 

(c) The Board plans to construct, on behalf of the 
Issuer, and operate, an educational research and development 
facility and has requested the cooperation of the State and 
the Issuer pursuant to the Issuer Act, and has requested 
that the Issuer purchase, construct, improve and recondition 
or cause to be purchased, constructed, improved or 
reconditioned the Project (hereinafter defined), which will 
be located within the boundaries of the Issuer. 

(d) The Issuer has determined, in the public interest, 
that it will purchase, construct, improve and recondition or 
cause to be purchased, constructed, improved and 
reconditioned at the Site the Project described in "Exhibit 
A" which is attached hereto and made a part hereof for all 
purposes, and will sell such Project to the Board in the 
manner provided in the Acts and this Agreement. 



(e) The Issuer hereby finds and determines that the 
Issuer's purchasing, constructing, improving and 
reconditioning the Project or causing the Project to be 
purchased, constructed, improved and reconditioned in the 
manner provided in the Issuer Act and this Agreement is 
required or suitable for the promotion of scientific 
research and development and commercialization of research 
within the State, and will constitute the carrying out of a 
vital public purpose, which will benefit the educational 
programs of the Board at The University of Texas at Austin 
campus (the "University") and contribute to the economic 
development of Travis County, Texas. 

(f) The Board intends to utilize the Project by making 
it a part of the University campus and by providing the use 
of the Project to SEMATECH (hereinafter defined) for the 
conduct of advanced research and development of 
semiconductor manufacturing techniques, both singularly and 
in cooperation with the University faculty and graduate 
students. 

(g) The Legislature of the State, through the Issuer 
Act, has provided and determined that it is the policy of 
the State and the purpose of the Issuer Act to encourage 
institutions of higher education in the State to conduct 
research and development in cooperation with state and local 
governments and private industry in order to advance certain 
areas of manufacturing and to promote economic development 
and employment, and that the Issuer and the Board, by 
carrying out the purposes of the Issuer Act, as provided in 
this Agreement, will be performing an essential public 
purpose under the State Constitution. 

NOW, THEREFORE, in consideration of the covenants and 
agreements herein made, and subject to the conditions herein 
set forth, the Issuer and the Board contract and agree as 
follows: 

ARTICLE I 

DEFINITIONS 

Section 1.01. DEFINITIONS. Capitalized terms used 
herein, unless otherwise defined herein, shall have the 
meanings assigned to them in the Indenture of Trust and 
Security Agreement dated as of February 1, 1988 between the 
Issuer and MTrust Corp, National Association (the 
"Indenture"). In addition to all other words and terms 
defined herein, and unless a different meaning or intent 
clearly appears from the context, the following words and 
terms shall have the following meanings, respectively, 
whenever they are used in this Agreement; 
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Acts - Has the meaning stated in the General Recitals 
and Findings of this Agreement. 

Additional Building Revenue Bonds - Obligations which 
are additional parity obligations with the currently 
outstanding Building Revenue Bonds. 

Additional Payments - All payments_ owed by the Board 
under this Agreement, the Indenture, the Liquidity Facility, 
the Remarketing Agreement and the Paying Agent Agreement as 
provided herein and therein, but not including the 
Installment Sale Payments. 

Agreement - This Lease and Installment Sale Agreement, 
together with "Exhibit A" and "Exhibit B" attached to this 
Agreement, and all amendments and supplements to this 
Agreement. 

Authorized Representative One or more of the 
following officers or employees of the system, to-wit: the 
Chancellor, any Executive Vice Chancellor, the General 
Counsel, the Director of Endowments and Trusts, the Manager 
of Special Investments and Financing and the Comptroller or 
such other officer or employee designated to act on behalf 
of the Board in matters relating to this Agreement by 
written certificate furnished to the Issuer, the Bank and 
the Trustee containing the specimen signature of any such 
person. The certificate may designate an alternate or 
alternates. 

Available University Fund - As provided in Article VII, 
Section 18 of the State Constitution, all of the dividends, 
interest and other income from the Permanent University Fund 
(less administrative expenses) including the net income 
attributable to the surface of the Permanent University Fund 
land pursuant to applicable present and future 
constitutional and statutory provisions. 

Bank - Morgan Guaranty Trust Company of New York, a New 
York banking corporation, in its capacity as obligor on the 
initial Liquidity Facility, and its successors in such 
capacity and their assigns permitted by the terms thereof, 
until such Liquidity Facility is released pursuant to the 
Indenture, and thereafter "Bank" shall mean the obligor on 
any alternate Liquidity Facility accepted in substitution 
therefor and its successors in such capacity and their 
assigns permitted by the terms thereof. 

Board - Has the meaning stated in the Preamble of this 
Agreement. 

Board Act - Has the meaning stated in the General 
Recitals and Findings of this Agreement. 
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Board of Directors - The lawfully qualified Board of 
Directors of the Issuer. 

Bond Fund - Has the meaning stated in the Indenture. 

Bondholder - A Holder of a Bond. 

Bonds The Travis County Research and Development 
Authority Multi-Modal Interchangeable Rate Revenue Bonds 
(The university of Texas at Austin Semiconductor 
Manufacturing Laboratory Project) Series 1988. 

Bond Resolution - The Resolution adopted by the Board 
of Directors of the Issuer on February , 1988 authorizing 
the execution of the Indenture, the issuance of the Bonds 
and other matters related thereto. 

Building Revenue Bonds - The Board of Regents of The 
University of Texas System, The University of Texas at 
Austin, Building Revenue Refunding Bonds, Series 1986, 
currently outstanding in the aggregate principal amount of 
$35,555,000. 

Business Day - Has the meaning stated in the Indenture. 

Closing Date The date of the authentication and 
delivery of the initial Bonds in exchange for the purchase 
price therefor. 

Code - The Internal Revenue Code of 1986, as amended 
from time to time. 

completion Certificate The certificate 
Authorized Representative stating that construction 
Project has been completed or cancelled. 

of an 
of the 

Costs - All costs incurred by the Issuer or the Board 
with respect to the purchase, construction, improvement and 
reconditioning of the Project either before or after the 
Closing Date, including but not limited to, the following 
items: 

( i) Obligations incurred or assumed for labor, 
materials and equipment (including obligations payable 
to the Board for expenditures made or costs incurred by 
the Board); 

(ii) Costs of any bonds and insurance deemed 
necessary or appropriate by the Board; 

(iii) Costs of engineering services, including the 
costs incurred or assumed for preliminary design and 
development, surveys, estimates and plans and 
specifications, and for supervising construction and 
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performing all other duties required by or consequent 
upon proper construction; 

(iv) costs which the Board shall be required to 
pay under the terms of any contract or contracts in 
connection with the construction, purchase, improvement 
and reconditioning of the Project; 

(v) sums required to reimburse the Board for 
advances made for any of the above items, and for any 
other costs incurred for work done or caused to be done 
by the Board which are properly chargeable to the 
Project; 

(vi) Interest on the Bonds actually paid during or 
attributable to the period of construction and initial 
operation of the Project through September 30, 1989; 

(vii) To the extent authorized by the Issuer Act, 
costs of all other items related to the purchase, 
construction, improvement and reconditioning of the 
Project; and 

(viii) All costs and expenses incurred by the Issuer 
or the Board in connection with the issuance and sale 
of the Bonds, including without limitation (i) fees and 
expenses of accountants, attorneys, engineers, 
financial advisors and underwriters, (ii) materials, 
supplies and printing and engraving costs, (iii) the 
cost of any policy or policies of title insurance and 
recording and filing fees, (iv) rating agency fees, (v) 
initial fees and expenses (including, without 
limitation, counsel fees and expenses) of the Trustee, 
the Paying Agents, the Remarketing Agent, the Tender 
Agent and the Bank, and (vi) the Issuer's 
administrative and overhead expenses as provided in 
Section 5.06 of this Agreement. 

Facilities The improvements located on the Site, 
including without limitation the existing buildings 
designated The University of Texas at Austin Semiconductor 
Manufacturing Laboratory and other existing improvements 
related thereto which are to be reconditioned andjor 
rehabilitated by the Issuer out of proceeds of the Bonds and 
any other funds made available to the Board or the Issuer 
therefor. 

Force Majeure - Acts of God, strikes, lockouts or other 
industrial disturbances, acts of the public enemy, orders of 
any kind of the Government of the United states, or of any 
state thereof, or any civil or military authority, 
insurrections, riots, epidemics, landslides, lightning, blue 
northers, earthquakes, fires, hurricanes, tornadoes, storms, 
floods, washouts, droughts, arrests, restraining of 
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government and people, civil disturbances, explosions, 
breakage or accidents to machinery, transmission pipes or 
canals, partial or entire failure of utilities, shortages of 
labor, material, supplies or transportation, or any other 
cause not reasonably within the control of the party 
claiming such inability. The requirement that any force 
majeure shall be reasonably beyond the control of the party 
shall be deemed to be fulfilled even through an existing or 
impending strike, lockout or other industrial disturbance 
may not be settled but could have been settled by acceding 
to the demand of the opposing person or persons. 

Holder - When used with respect to any Bond means the 
Person in whose name such Bond is registered in the Bond 
Register. 

Indenture The Indenture of Trust and Security 
Agreement dated as of February 1, 1988 between the Issuer 
and Morgan Guaranty Trust Company of New York, as the same 
may from time to time be amended, supplemented or modified. 

Installment Sale Payment - Each payment required to 
amortize the Bonds issued pursuant to this Agreement, as 
described in Section 5.01 and as provided for in the 
Indenture, including the principal of, redemption premium, 
if any, and interest on such Bonds, including, to the extent 
permitted by law and as provided in the Indenture, interest 
on unpaid interest which has become due for payment but has 
not been paid, but not including the Additional Payments. 

Issuer - Has the meaning stated in the Preamble of this 
Agreement. 

Lease Agreement - The Lease Agreement by and between 
the Board and SEMATECH for the lease of the Project to 
SEMATECH. 

Liquidity confirmation - Has the meaning stated in the 
Indenture. 

Liquidity Confirmer - Has the meaning stated in the 
Indenture. 

Liquidity Facility - Has the meaning stated in the 
Indenture. 

Outstanding - Has the meaning stated in the Indenture. 

Parity Obligations - Bonds or other obligations issued 
or incurred pursuant to Section S.OS(b) on a parity with the 
Installment Sale Payments. 

Paying Agent - Has the meaning stated in the Indenture. 
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Paying Agent Agreement - The Paying Agent/Registrar 
Agreement dated as of February 1, 1988, by and between the 
Issuer and the Paying Agent wherein the Paying Agent accepts 
the duties of Paying Agent, Registrar and Tender Agent under 
the Indenture. 

Permanent University Fund - The fund designated by that 
name created, established, implemented and administered 
pursuant to Article VII, Sections 10, 11, lla, 15 and 18 of 
the State Constitution, as amended, and is and will be 
governed by applicable present and future constitutional and 
statutory provisions. 

Pledged Available Fund Surplus - Under present law, and 
after payment of expenses of administration of the Permanent 
University Fund, the Available University Fund is pledged 
and first used for the payment of principal of and interest 
on Permanent University Fund obligations heretofore and 
hereafter issued by The Texas A&M University System and by 
the System pursuant to Article VII, Section 18 of the State 
Constitution, as amended. Article VII, Section 18 of the 
State Constitution was amended effective November 1, 1984 to 
provide that for a ten year period, before any other 
allocation is made of the system's two-thirds share of the 
Available University Fund remaining after payment of 
principal and interest on its obligations, $6 million per 
year shall be appropriated out of that share to The Texas 
A&M University System for its use in making appropriations 
to Prairie View A&M University. Traditionally,· and without 
exception, the Texas Legislature biennially has granted and 
appropriated the constitutionally apportioned share of the 
balance in the Available University Fund to The Texas A&M 
University System, and has granted and appropriated the 
constitutionally apportioned share of such balance to the 
Board for the support and maintenance of the University and 
the system administration. The term "Pledged Available Fund 
Surplus" means any part of the aforesaid amount of the 
Available University Fund that is actually granted or 
appropriated by the Texas Legislature for the support and 
maintenance of the University, or otherwise appropriated or 
made available to the Board or the System from time to time, 
in any manner that will permit the use thereof by the Board 
or the System, to pay the principal of and interest on the 
Building Revenue Bonds, Additional Building Revenue Bonds, 
and to make the Installment Sale Payments and Additional 
Payments. 

Pledged Revenues (a) the Pled9ed Available Fund 
Surplus, (b) any additional revenues, ~ncome, receipts or 
other resources whatsoever received or to be received from 
any public or private source, whether pursuant to an 
agreement or otherwise, which hereafter may be pledged by 
the Board to the payment of the Installment Sale Payments 
and the Additional Payments. 
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Premises - Collectively, the Facilities and the site 
which are leased to the Issuer pursuant to Section 4.01 of 
this Agreement. 

Proceeds Fund 
Indenture. 

Has the meaning stated in the 

Project - The improvements, facilities and equipment 
described in Exhibit A to this Agreement. 

Purchase Contract The Purchase Contract, dated 
February 25, 1988, among the Issuer, the Board and J.P. 
Morgan securities Inc., as Underwriter. 

Regulations - The Income Tax Regulations promulgated 
pursuant to the Code. 

Rebate Fund - Has the meaning stated in the Indenture. 

Related Documents - The Bonds, the Bond Resolution, the 
Resolution of the Board authorizing this Agreement, the 
Indenture, the Liquidity Facility, the Purchase Contract, 
the Remarketing Agreement, the Paying Agent Agreement and 
any other agreement or instrument relating thereto. 

Remarketing Agreement - Has the meaning stated in the 
Indenture. 

SEMATECH - SEMATECH Inc. 1 a Delaware not-for-profit 
corporation, of which the University is an associate member, 
which will lease the Project from the Board as described in 
Section 4.05 hereof and its successors and assigns. 

Site - The land consisting of approximately 35 acres 
out of a 94.366-acre tract owned by the Board which is the 
location of The University of Texas at Austin Semiconductor 
Manufacturing Laboratory in the City of Austin, Travis 
county, Texas, as more fully described in section 4. 01 
hereof and in "Exhibit B" hereto. 

State - The State of Texas and any agency or instrumen
tality thereof. 

Stated Maturity 
Indenture. 

Has the meaning stated in the 

System - Has the meaning stated in the General Recitals 
and Findings of this Agreement. 

University - Has the meaning stated in the General 
Recitals and Findings of this Agreement. 

References in the singular number in this Agreement 
shall be considered to include the plural, if and when 
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appropriate. Any times referred to herein shall be deemed 
to be references to New York City time. Unless otherwise 
specified herein, all accounting terms used herein shall be 
interpreted, all accounting determinations hereunder shall 
be made, and all financial statements required to be 
delivered hereunder shall be prepared in accordance with 
section 61.065 of the Texas Education Code. 

ARTICLE II 

REPRESENTATIONS 

Section 2.01. REPRESENTATIONS BY THE ISSUER. The 
Issuer makes the following representations as the basis for 
the undertakings on its part herein contained: 

(a) The Issuer is a public body corporate and politic 
of the State, and an "Authority" within the definition set 
forth in the Issuer Act. 

(b) The Issuer has the legal power under the Issuer 
Act to enter into the transactions described in this 
Agreement and the Related Documents to which it is a party, 
to carry out its obligations hereunder and thereunder, 
including the issuance and delivery of the Bonds, and to 
adopt the Indenture. The Issuer has been duly authorized to 
execute and deliver this Agreement and the Indenture by 
proper action of its Board of Directors. 

(c) The Issuer, by carrying out the purposes of the 
Issuer Act as provided in this Agreement, will be performing 
an essential public purpose under the State Constitution. 

(d) The Issuer is not in default under any of the 
provisions of the laws of the State which would impair, 
interfere with, or otherwise adversely affect the ability of 
the Issuer to make and perform the provisions of this Agree
ment or the Related Documents to which it is a party. 

(e) There is no litigation pending, or to the knowl
edge of the Issuer threatened, in any court, either state or 
federal, calling into question the creation, organization or 
existence of the Issuer, the validity or enforceability of 
this Agreement or the Related Documents to which it is a 
party or the authority of the Issuer to purchase, construct, 
improve and recondition or cause to be purchased, 
constructed, improved and reconditioned the Project, to 
lease the Premises from the Board, to sell the Project to 
the Board or to otherwise make or perform this Agreement and 
the Related Documents to which it is a party or to issue the 
Bonds. 

(f) The execution and delivery of this Agreement and 
the Related Documents to which it is a party, will not 
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violate any prov~s~on of the Constitution of the State or 
the laws or regulations thereof, or of any decree, writ, 
order or injunction or the organic documents of the Issuer, 
and will not contravene the provisions of or· constitute a 
default under any agreement, indenture, bond resolution or 
other instrument to which the Issuer is a party or by which 
the Issuer is bound. 

(g) All consents, authorizations, and approvals of 
governmental bodies or agencies, including the Attorney 
General of Texas, required in connection with the execution 
and delivery of this Agreement and the Related Documents to 
which it is a party or in connection with the carrying out 
by the Issuer of its obligations under this Agreement and 
the Related Documents to which it is a party will be duly 
obtained or waived prior to the initial delivery of the 
Bonds to the purchasers thereof. 

(h) All requirements and conditions specified in the 
Issuer Act and all other laws and regulations applicable to 
the adoption of the Indenture, the execution and delivery of 
this Agreement and the Related Documents to which it is a 
party, will be fulfilled prior to the Closing Date. 

Section 2.02. REPRESENTATIONS BY THE BOARD. The Board 
makes the following representations as the basis for the 
undertakings on its part herein contained: 

(a) The System is an agency of the State and the Board 
is the duly appointed governing body of the System and, in 
particular, of the University; 

(b) The Board has the legal power under the 
Constitution and general laws of the state, including 
particularly, the Board Act, to enter into the transactions 
described in this Agreement and the Related Documents to 
which it is a party and to carry out its obligations 
hereunder and thereunder including the obligations to make 
Installment Sale Payments and Additional Payments from the 
Pledged Revenues and to grant a lien on, a pledge of, and a 
security interest in the Pledged Revenues. 

(c) The Board, by carrying out the purposes of the 
Issuer Act as provided in this Agreement, will be performing 
an essential public purpose under the State Constitution. 

(d) The Board is not in default under any of the 
provisions of the laws of the State which would impair, 
interfere with, or otherwise adversely affect the ability of 
the Board to make and perform the provisions of this 
Agreement. 

(e) There is no litigation 
knowledge of the Board threatened, 
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state or federal, calling into question the creation, 
organization or existence of the Board, the validity or 
enforceability of this Agreement or the authority of the 
Board to lease the Premises to the Issuer, to purchase the 
Project from the Issuer or to otherwise make or perform this 
Agreement. 

(f) The execution and delivery of this Agreement will 
not violate any provision of the Constitution of the State 
or the laws or regulations thereof, or of any decree, writ, 
order or injunction or the organic documents of the Board, 
and will not contravene the provisions of or constitute a 
default under any agreement, indenture, bond resolution or 
other instrument to which the Board is a party or by which 
the Board is bound. 

(g) All requirements and conditions specified in the 
Acts and all other laws and regulations applicable to the 
execution and delivery of this Agreement and the Related 
Documents to which it is a party will be fulfilled prior to 
the Closing Date. 

ARTICLE III 

THE PROJECT 

Section 3.01. PURCHASE AND CONSTRUCTION. (a) The 
Project shall be purchased, constructed, improved and 
reconditioned with all reasonable dispatch, and the Board 
and the Issuer will diligently pursue such purchase, 
construction, improvement and reconditioning in order that 
the Project may be completed as soon as practicable; subject 
only to delays incident to Force Majeure, as provided in 
Section 8.04 of this Agreement; but if for any reason there 
should be delays in such purchase, construction, improvement 
and reconditioning there shall be no diminution in or 
postponement of the Installment Sale Payments or Additional 
Payments to be made by the Board hereunder, and no resulting 
liability on the part of the Issuer. 

(b) The Issuer shall purchase, construct, improve and 
recondition the Project or cause the Project to be 
purchased, constructed, improved and reconditioned at the 
Site in the manner provided in the Issuer Act and this 
Agreement and in accordance with the plans and 
specifications which will be prepared under the direction 
and control of the Board, as further provided in (d) below. 
The Board may amend such plans and specifications, provided, 
however, that such plans and specifications shall not be 
amended in such a way as to cause the Project to not be an 
educational research and development facility. It is agreed 
and understood that the Board will, on behalf of the Issuer, 
perform the obligations of the Issuer under the preceding 
sentence to purchase, construct, improve and recondition the 
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Project and that it has entered into and executed or will 
enter into and execute all agreements and contracts neces
sary to assure and cause the purchase, construction, 
improvement and reconditioning of the Project in accordance 
with this Agreement (and that the Issuer shall not execute 
any such agreements or contracts other than this Agreement), 
and that the Board will carry out, pay, supervise, and 
enforce all such agreements and contracts, and will provide 
for such insurance on and in connection with the Project as 
it deems necessary or advisable or as is required by law. 
The Issuer shall pay, solely from proceeds from the sale and 
delivery of the Bonds, or from any available income or 
earnings derived therefrom, or from any funds which other
wise might be made available to the Issuer for such purpose 
by the Board, SEMATECH or the state, the Costs, to the full 
extent provided in this Agreement and permitted by the 
Issuer Act. The Issuer shall pay such cost, or cause such 
cost to be paid, at such time or times after delivery of the 
Bonds, and when and as requested by the Board, in accordance 
with procedures to be established pursuant to Section 3.02 
hereof and in the Indenture. 

(c) The Board hereby grants to the Issuer, and the 
Issuer hereby grants to the Board, and to their respective 
employees, agents and contractors all necessary and reason
able rights of ingress and egress to such party's properties 
required in connection with the purchase, construction, 
improvement and reconditioning of the Project, and the Board 
and the Issuer agree that they will cooperate, so that such 
Project shall be purchased, constructed, improved and 
reconditioned as provided in this Agreement. The Issuer, 
its employees and agents shall not unnecessarily disrupt or 
interfere with the operation of the Project and shall 
cooperate with and observe the reasonable regulations of the 
Board to avoid any unnecessary disruption or interference 
with said operation. The Issuer recognizes that the 
drawings, designs, specifications, material lists, and other 
engineering documents and information contained in the plans 
and specifications or otherwise provided or made available 
to the Issuer in connection with the Project are proprietary 
to, and are the property of the Board or SEMATECH. The 
Issuer agrees to retain in confidence and not to disclose to 
others (except as required by applicable law) or to use or 
permit the use for the benefit of or by others, without the 
prior written consent of the Board in each such instance, 
any such drawings, designs, specifications, material lists 
and other engineering documents and information contained in 
the plans and specifications or otherwise provided or made 
available to the Issuer. 

(d) The Board and the Issuer recognize that the plans 
and specifications for the Project will be furnished, 
prepared, revised or implemented under the direction and 
control of the Board; therefore, notwithstanding the 
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Issuer's representations, findings and determinations 
contained herein, the Issuer MAKES NO EXPRESS OR IMPLIED 
WARRANTY OF ANY KIND WHATSOEVER WITH RESPECT TO THE PROJECT, 
INCLUDING, BUT NOT LIMITED TO: THE MERCHANTABILITY THEREOF 
OR THE FITNESS THEREOF FOR ANY PARTICULAR PURPOSES: THE 
DESIGN OR CONDITION THEREOF: THE WORKMANSHIP, QUALITY OR 
CAPACITY THEREOF: COMPLIANCE THEREOF WITH THE REQUIREMENTS 
OF ANY LAW, RULE, SPECIFICATION OR CONTRACT PERTAINING 
THERETO: PATENT INFRINGEMENT: LATENT DEFECTS: OR THAT THE 
PROCEEDS DERIVED FROM THE SALE OF THE BONDS WILL BE 
SUFFICIENT TO PAY IN FULL FOR SAME. 

Section 3. 02. PROCEEDS FUND. Section 7. 02 of the 
Indenture contains appropriate provisions with respect to 
the creation and establishment of a Proceeds Fund. The 
Proceeds Fund shall be drawn on and administered as provided 
in the Indenture. 

Section 3.03. COMPLETION CERTIFICATE. At such time as 
the Board determines that construction of the Project has 
been completed or has determined to cancel any further 
construction of the Project, it shall deliver the Completion 
Certificate to the Issuer and the Trustee. 

ARTICLE IV 

TITLE AND OPERATION 

Section 4. 01. LEASE TO ISSUER. The Board does by 
these presents lease and demise to the Issuer the Site and 
the Facilities (together, the "Premises"). The Site, 
located in the city of Austin, Travis County, Texas, 
comprises 35 acres, more or less, and is more particularly 
described in Exhibit "B" attached hereto and made a part 
hereof. The consideration for the lease of the Premises and 
the use thereof by the Issuer shall include, among other 
things, the covenants of the Issuer in the Indenture which 
accrue to the benefit of the Board, the covenants contained 
in this Agreement, including the agreement to issue the 
Bonds for the benefit of the University, and the sum of ONE 
DOLLAR ($1.00) to the Board in hand paid by the Issuer at or 
before the execution and delivery of this Agreement, the 
receipt and sufficiency of which are hereby acknowledged. 
The Issuer shall cause the Board, on its behalf, to 
purchase, construct, improve and recondition the Project on 
the Premises, and the Board shall have full rights to 
purchase, construct, improve and recondition the Project on 
the Premises. The Costs of the Project shall be payable 
solely from the moneys on deposit in the Proceeds Fund which 
shall include the proceeds of the Bonds and any other moneys 
which may be received by the Board from any public or 
private source (including, without limitation, the state and 
SEMATECH) for the purpose of purchasing, constructing, 
improving and reconditioning the Project. The term of this 

13 



lease shall commence on the Closing Date and shall expire on 
the earlier of the date that the Completion Certificate is 
delivered pursuant to Section 3. 03 hereof or February 1, 
1993. Upon the termination of this lease, all right, title 
and interest ·in and to the Premises shall return to the 
Board and, pursuant to section 4.02 hereof, the Board shall 
be the owner of the Project which shall be located on the 
site. The rights, privileges and lease hereby given shall 
not be transferable or assignable by the Issuer without the 
written consent of the Board. 

Section 4.02. INSTALLMENT SALE. The Issuer does 
hereby sell and convey to the Board, and the Board does 
hereby purchase from the Issuer, all of its right, title and 
interest in and to each discrete portion of the Project as 
such portion is purchased, constructed, improved and 
reconditioned in accordance with the Acts and this 
Agreement. Upon such purchase, construction, improvement and 
reconditioning of each portion of the Project in accordance 
with the Acts and this Agreement, all of the Issuer's right, 
title, and interest of every nature whatsoever in and to 
such portion of the Project automatically shall vest 
irrevocably in the Board without the necessity of the 
execution of any conveyance by the Issuer, and such 
transaction shall result in the automatic sale and delivery 
of such portion of the Project by the Issuer to the Board, 
and the vesting of title to such portion of the Project in 
the Board, in consideration for the agreement of the Board 
to make, or cause to be made, the Installment Sale Payments 
and Additional Payments required under this Agreement. If 
requested in writing by an Authorized Representative, the 
Issuer will execute and deliver to the Board an appropriate 
instrument acknowledging that such sale, delivery, and 
vesting of title ha·S occurred, but such instrument shall not 
be necessary to effect the automatic sale, deli very, and 
vesting of title, which shall occur as described above. The 
sale and delivery of the Project and vesting of title in the 
Board upon the aforesaid conditions are deemed desirable by 
the Issuer and are made in conformity with the Acts. During 
the purchase, construction, improvement and reconditioning 
of each portion of the Project in accordance with the Acts 
and this Agreement, all right, title, and interest in and to 
such portion of the Project shall be in the Issuer. After 
such purchase, construction, improvement and reconditioning 
of each portion of the Project in accordance with the Acts 
and this Agreement, and the resulting sale, deli very, and 
vesting of title in the Board, the Issuer shall have no 
right, title, or interest in, or responsibility with respect 
to, such portion of the Project. The payments required to 
be made by the Board under this Agreement shall be made in 
all events, regardless of whether title to the Project or 
any part thereof is in the Issuer or in the Board. The 
Issuer hereby waives, releases, relinquishes, and renounces 
any and all liens which it may have in the Project arising 
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as a result of the conveyance of the Project or any portion 
thereof to the Board, including, without limitation, any 
vendor's lien andjor privilege thereon. The Issuer shall, 
at the expense of the Board, assign to the Board its right 
to all warranties and guaranties which it may have made by 
any contractors, subcontractors, materialmen, suppliers, 
architects and engineers in connection with the Project and 
any rights or causes of action arising from or against any 
of the foregoing and any other rights or interests the 
Issuer might have acquired against third persons (other than 
the Board) by reason of its ownership of the Project. 

Section 4.03. PURCHASE PRICE OF THE PROJECT AND 
PAYMENT. (a) The Board shall pay as and for the purchase 
price of the Project an amount equal to the aggregate 
principal amount of the Bonds, and as interest on the 
purchase price of the Project, an amount equal to the 
interest and premium, if any, on the Bonds, all of which 
shall be payable as Installment Sale Payments, as provided 
in Section 5.01 hereof; provided, however, that to the 
extent that moneys are lawfully received by the Issuer from 
the State or other public or private entity (including, 
without limitation, SEMATECH), and deposited into the Bond 
Fund, the Installment Sale Payments shall be reduced by a 
like amount. The Board will pay the Installment Sale 
Payments, but solely from the Pledged Revenues, in payment 
of the purchase price of the Project in installments, 
together with interest on the unpaid installments thereof at 
the rate or rates paid by the Issuer on the Bonds and the 
amount of any premium payable on the Bonds as further 
provided, in Section 5.04 hereof and in the Indenture. Such 
payments shall be made to the Trustee at its office in 
Austin, Texas in amounts which, together with other moneys 
available therefor in the Bond Fund, will be sufficient to 
pay the principal of, redemption premium, if any, and the 
interest on the Bonds as the same shall mature, be redeemed 
or come due as provided in the Indenture. Such Installment 
Sale Payments shall be made on the date such principal or 
redemption price or interest is due on the Bonds in funds 
which will be immediately available on such date. 

(b) In the event the due date of any Installment Sale 
Payment hereunder is not a Business Day, such Installment 
Sale Payment shall be due on the next succeeding Business 
Day. 

(c) All such payments by the Board shall constitute a 
part of the Bond Fund. 

(d) At the option 
requirements of the Bonds, 
delivered to the Trustee 
provided in the Indenture. 

of the Board, sinking fund 
if any, may be reduced by Bonds 
or previously canceled, all as 
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Section 4.04. OPERATION. The Board shall pay or cause 
to be paid all costs and expenses of operation and 
maintenance of the Project, including all applicable taxes. 
It is understood and agreed that the Issuer shall have no 
duties or responsibilities whatsoever with respect to the 
operation or maintenance of the Project, or the performance 
of the Project for its designed purposes. The Issuer agrees 
that it will not mortgage, sell, lease, assign, transfer, 
convey, create liens or security interests, except for the 
lien and security interest created by the Indenture, upon or 
otherwise dispose of or encumber the Premises or the Project 
or the revenues and receipts derived from the sale thereof 
or any portion thereof during the term of this Agreement, 
and that it will not take any action which may reasonably be 
construed as tending to cause or induce the levy of special 
assessments against the Premises or the Project without (in 
any of such cases) the written consent of the Board. 
Nothing in this Agreement or in the Indenture shall create 
any vendor's lien on or other security interest in, or 
permit retention of title to, the Project as security for 
payments due under this Agreement. 

Section 4. 05. USE AND OPERATION OF THE PROJECT BY 
SEMATECH. The Board shall enter the Lease Agreement with 
SEMATECH simultaneously with the delivery of this Agreement, 
whereby SEMATECH shall, in cooperation with the University, 
conduct research and development concerning advanced 
semiconductor manufacturing techniques at the Project. The 
Issuer acknowledges that the Lease Agreement will provide 
for the operation of the Project by SEMATECH; provided, 
however, that such operation by SEMATECH shall not release 
or diminish the obligations of the Board to make the 
Installment Sale Payments and the Additional Payments. The 
Board agrees that in order to promote research and 
development in conformance with the University's role as a 
state institution of higher education and in order to 
promote economic development and employment in the State, 
and particularly within the boundaries of the Issuer, the 
use of the Project shall be provided to SEMATECH for a 
primary term of ten years for an annual rental of TWO 
DOLLARS ( $2. 00) with an option to extend the lease for an 
additional ten-year period at "Fair Market Rental" or at 
"Bond Related Rental", as such quoted terms are defined in 
the Lease Agreement, in consideration of SEMATECH's 
agreement to make capital improvements to the Project and to 
conduct the extensive advanced research and development 
proposed. 

Section 4.06. ISSUER'S LIMITED LIABILITY. It is 
recognized that the Issuer's only source of funds with which 
to carry out its commitments under this Agreement will be 
from the proceeds from the sale of the Bonds or from any 
available income or earnings derived therefrom, or from any 
funds which otherwise might be made available by the Board, 
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the State or any other public or private entity (including, 
without limitation, SEMATECH); and it is expressly agreed 
that the Issuer shall have no liability, obligation, or 
responsibility with respect to this Agreement or the Project 
except to the extent of funds available from such sources. 
If, for any reason, the proceeds from the sale of the Bonds 
are not sufficient to pay all the costs of completing the 
purchase, construction, improvement and reconditioning of 
the Project, the Board shall cause SEMATECH to complete the 
purchase, construction, improvement and reconditioning of 
the Project, but the Board shall not be entitled to 
reimbursement by the Issuer therefor, or to any diminution 
or postponement of any payments required to be made by the 
Board hereunder. 

ARTICLE V 

THE BONDS 

Section 5.01. ISSUANCE OF THE BONDS. (a) In consider
ation of the covenants and agreements set forth in this 
Agreement, and to enable the Issuer to issue the Bonds to 
carry out the intents and purposes hereof, this Agreement is 
executed to assure the issuance of such Bonds, and to 
provide for the due and punctual payment by the Board, but 
solely from the Pledged Revenues, to the Issuer, or to the 
Trustee under the Indenture securing the Bonds, of amounts 
not less than those required to pay, when due, all of the 
principal of, redemption premium, if any, and interest on 
the Bonds, including, to the extent permitted by law and as 
provided in the Indenture, interest on unpaid interest which 
has become due for payment but has not been paid, and all 
other payments required in connection with such Bonds and 
the Indenture. Each such payment is hereby designated as an 
"Installment Sale Payment", and collectively such payments 
are hereby designated as "Installment Sale Payments". Such 
payments shall be made, or caused to be made, by the Board, 
for the benefit of the Bondholders into a Bond Fund as 
provided in the Indenture. 

(b) By execution and delivery of this Agreement by the 
Board, the Indenture is hereby approved by the Board. It is 
hereby agreed that such approval constitutes the 
acknowledgment and agreement of the Board that the Bonds, 
when issued, sold, and delivered as provided in the 
Indenture, will be issued in accordance with and in 
compliance with this Agreement, notwithstanding any other 
provisions of this Agreement or any other contract or 
agreement to the contrary. Any Holder of the Bonds is 
entitled to rely fully and unconditionally on any such 
approval. Notwithstanding any provisions of this Agreement 
or any other contract or agreement to the contrary, all 
covenants and provisions in the Indenture affecting, or 
purporting to bind, the Board shall, upon the delivery of 
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the Bonds and the Indenture, become absolute, unconditional, 
valid and binding covenants and obligations of the Board so 
long as said Bonds and interest thereon are outstanding and 
unpaid. Particularly, the obligation of the Board to make, 
or cause to be made, promptly when due, all Installment Sale 
Payments specified in the Indenture, but solely from the 
Pledged Revenues, shall be absolute and unconditional, and 
said obligation may be enforced as. provided in the 
Indenture, regardless of any other provisions of this 
Agreement or any other contract or agreement to the con
trary. 

Section 5.02 SECURITY AND PLEDGE. To provide security 
for the payment of the Installment Sale Payments· and the 
Additional Payments as the same shall become due and 
payable, there is hereby irrevocably pledged to the 
Authority and made subject to the lien hereof the Pledged 
Revenues. The lien on the Pledged Revenues hereby pledged 
shall immediately be effective without any physical delivery 
thereof or further act, and such lien shall be valid and 
binding as against all persons having a claim of any kind 
against the Board. Notwithstanding the foregoing, the lien 
granted hereby is and shall be subordinate and inferior in 
all respects solely to the prior lien on the Pledged 
Revenues granted by the Board in favor of and securing the 
Building Revenue Bonds and any Additional Building Revenue 
Bonds. 

Section 5.03. REFUNDING AND REDEMPTION OF BONDS. (a) 
After the issuance of the Bonds, the Issuer shall not refund 
the Bonds or change or modify the Bonds in any way without 
the prior written approval of an Authorized Representative; 
nor shall the Issuer redeem the Bonds prior to their stated 
Maturities, or change or modify the Indenture, without the 
prior written approval of an Authorized Representative, 
unless such redemption is required by the Indenture. Prior 
to authorizing the issuance of such refunding bonds, the 
Board shall give · notice to the Bank and the Liquidity 
Confirmer of its intention to authorize such refunding 
bonds. 

(b) The Issuer, upon the written request of the Board 
(and provided that the Bonds are subject to redemption or 
prepayment prior to their Stated Maturity at the option of 
the Issuer or the Board, and provided that such request is 
received in sufficient time prior to the date upon which 
such redemption or prepayment is proposed), forthwith shall 
take or cause to be taken all action that may be necessary 
under the applicable redemption or prepayment provisions to 
effect such redemption or prepayment prior to Stated 
Maturity, to the full extent of funds made available for 
such purpose as set forth in Section 3.02 of the Indenture. 
The Issuer shall also take or cause to take all action that 
may be necessary on its part to effect the redemption of 
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Bonds on a date on which such Bonds are subject to 
redemption pursuant to the terms of the Indenture, all to 
the extent of funds made available for such purpose as set 
forth in Section 3.02 of the Indenture. The redemption or 
prepayment of any Bonds prior to Stated Maturity at any time 
shall not relieve the Board of its obligation to pay, or 
cause to be paid, each remaining Installment Sale Payment, 
with respect to the Bonds, as specified in the Indenture. 

Section 5.04. INSTALLMENT SALE PAYMENTS. (a) Payment 
of all Installment Sale Payments shall be made, but solely 
from the Pledged Revenues, on the dates required to pay the 
principal of, premium, if any, and interest on the Bonds and 
in the amounts as required by Section 7.01 of the Indenture, 
including all such payments which may come due because of 
any redemption of the Bonds or the occurrence of a Default 
under the Indenture or otherwise, under the provisions of 
the Indenture. All Installment Sale Payments shall be 
deposited in the Bond Fund. If any funds in excess of 
current requirements are held on deposit in the Bond Fund at 
the time payment of any Installment Sale Payment is due, 
such payment of Installment Sale Payment shall be reduced by 
the amount of the funds so held on deposit, to the benefit 
of the Board. The Installment Sale Payments, together with 
funds held on deposit in the Bond Fund, except funds held 
therein for payment of matured installments of principal on 
the Bonds or interest payable thereon, shall be sufficient 
to pay when due all principal of, redemption premium, if 
any, and interest on the Bonds. The Board shall have the 
right to prepay or cause to be prepaid all or a portion of 
each Installment Sale Payment at any time and shall be 
obligated to do so in a timely manner if and to the extent 
the Board requests redemption or prepayment of the Bonds. 
Any such prepayment by the Board shall not relieve it of 
liability for each remaining Installment Sale Payment except 
as provided in this Agreement and the Indenture. 

(b) Recognizing that the Installment Sale Payments 
will be used to pay when due the principal of, redemption 
premium, if any, and interest on the Bonds, it is hereby 
agreed that, if and when the Bonds are delivered, the Board 
shall be absolutely and unconditionally obligated to make 
and pay, or cause to be made and paid, each Installment Sale 
Payment prescribed by this Agreement, but solely from the 
Pledged Revenues, regardless of whether or not the Issuer or 
the Board actually purchases, constructs, improves, 
reconditions or completes the Project, or whether or not the 
Board actually approves, purchases, receives, accepts, or 
uses the Project; and the Board will not suspend or 
discontinue any Installment Sale Payment or terminate this 
Agreement for any cause including, without limiting the 
generality of the foregoing, failure of consideration, 
failure or impairment of title, or commercial frustration of 
purpose, or any damage to or destruction of all or part of 
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the Project, or the taking or condemnation of title to or 
the use or possession of all or any part of the Project, or 
any change in the laws of the State, or any failure of the 
Issuer to perform and observe any agreement , or covenant, 
whether express or implied, or to discharge any duty, 
liability or obligation arising out of or connected with 
this Agreement or any other agreement between the Board and 
the Issuer; and the Installment Sale Payments shall not be 
subject to any abatement, set-off, or counterclaim; and the 
Holders of the Bonds shall be entitled to rely on this 
agreement and representation, notwithstanding any provisions 
of this Agreement or any other contract or agreement to the 
contrary, and regardless of the validity of, or the 
performance of, the remainder of this Agreement or any other 
contract or agreement. The Board further agrees to make or 
cause to be made all payments required to be made into the 
Bond Fund in accordance with Section 7.01 of the Indenture. 

(c) The provisions of (b) above shall not be construed 
to release the Issuer from the performance of any of its 
agreements contained in this Agreement or, except to the 
extent provided in this Section 5. 04, prevent or restrict 
the Board from asserting any rights which it may have 
against the Issuer, the Trustee or any other persons under 
this Agreement or under any provision of law, or prevent or 
restrict the Board, at its own cost and expense, from 
prosecuting or defending any action or proceeding against or 
by third parties or taking any other action to secure or 
protect its rights of purchase, acquisition, possession and 
use of the Project and its rights under this Agreement. 

Section 5. 05. ADDITIONAL BUILDING REVENUE BONDS AND 
PARITY OBLIGATIONS. (a) In addition to the right to issue 
obligations of inferior lien as authorized by the laws of 
the State, the Board reserves and shall have the right and 
power, notwithstanding the pledge by the Board hereunder of 
the Pledged Revenues, to issue or incur Additional Building 
Revenue Bonds for any purpose authorized by law, including 
the refunding of any Building Revenue Bonds or Additional 
Building Revenue Bonds, which Additional Building Revenue 
Bonds, when issued, shall be secured by and payable from a 
lien on and pledge of the Pledged Available Fund Surplus 
equally and ratably with, and in the same manner and to the 
same extent as, the Building Revenue Bonds and any other 
then outstanding Additional Building Revenue Bonds; 
provided, however, no such Additional Building Revenue Bonds 
shall be issued so long as the Board provides a Liquidity 
Facility pursuant to the Indenture. 

(b) The Board reserves and shall have the right and 
power to issue or incur "Parity Obligations" for any purpose 
authorized by law, which Parity Obligations shall be secured 
by and payable from a lien on and pledge of the Pledged 
Revenues equally and ratably with, and in the same manner 
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and to the same extent as, the Installment Sale Payments; 
and the Parity Obligations permitted by this Section, when 
issued, shall be payable from and secured by the Pledged 
Available Fund surplus and shall be in all respects of equal 
dignity and on a parity with the Installment Sale Payments. 
The Parity Obligations shall be issued or incurred only in 
accordance with this Agreement, but notwithstanding any 
provisions of this Agreement to the contrary, no Parity 
Obligations shall be issued, incurred or delivered unless: 

( i) The senior financial officer of the System 
signs a written certificate to the effect that the 
Board is not in default as to any covenants, conditions 
or obligations in this Agreement; 

(ii) The State Auditor of the State, or any 
certified public accountant, signs a written 
certificate to the effect that, during either the next 
preceding fiscal year of the University, or any twelve 
consecutive calendar month period ending not more than 
ninety days prior to the adoption of the resolution 
authorizing the issuance of the then proposed Parity 
Obligations, the Pledged Revenues were at least equal 
to 1.25 times the average annual Installment Sale 
Payments and principal and interest requirements of all 
Parity Obligations which are scheduled to be 
outstanding after the issuance of the proposed Parity 
Obligations; and 

(iii) So long as the 
force, the Board receives 
Bank to the issuance or 
Obligations. 

Liquidity Facility 
the written consent 
undertaking of the 

is in 
of the 
Parity 

Section 5.06. PAYMENTS TO ISSUER. Out of money from 
the proceeds from the sale and delivery of the Bonds or out 
of funds provided by the Board, there shall be paid all of 
the Issuer's reasonable actual out-of-pocket expenses and 
Costs in connection with the Bonds. 

Section 5. 07. TAX-EXEMPT STATUS OF THE BONDS. That 
unless and until the Issuer and the Board shall' have 
received a written Opinion of Counsel to the effect that 
failure to comply with one or more of the following 
covenants will not adversely affect the exclusion of the 
interest on the Bonds from gross income under Section 103(a) 
of the Code. The Issuer and the Board agree to comply with 
each of the specific covenants in this Section. 

(a) That with respect to the Bonds and the Project, 
the Issuer and the Board shall not permit both the "Trade or 
Business Test" and the "Security Interest Test" to be met. 
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(1) Trade or Business Test. The Trade or. 
Business Test is met if more than 10 percent of the 
proceeds of the Bonds are to be used (directly or 
indirectly) for any "private business use" by any 
person other than a governmental unit. 

(2) security Interest Test. The Security 
Interest Test is met if the payment of the principal 
of, or the interest on, more than 10 percent of the 
proceeds of the Bonds is (under the terms of the Bonds 
or any underlying arrangement) directly or indirectly-

(A) secured by any interest in -

( i) property used or to be used for a 
private business use, or 

(ii) payments 
property, or 

in respect of such 

(B) to be derived from payments (whether or 
not to the Issuer or the Board) in respect of 
property, or borrowed money, used or to be used 
for a private business use. 

The term "private business use" means use (directly or 
indirectly) in a trade or business carried on by a person 
other than a governmental unit. For purposes of the 
preceding sentence, use as a member of the general public 
shall not be taken into account and any activity carried on 
by a natural person shall not be taken into account. All 
activities of section 50l(c) (3) organizations, the federal 
government (including its agencies and instrumentalities), 
and other nongovernmental persons who are not natural 
persons are treated as trade or business activities. 

(b) That for purposes of the Trade or Business Test, a 
person may be a user of bond proceeds and bond-financed 
property as a result of (1) ownership or (2) actual or 
beneficial use of property pursuant to a lease, a management 
or incentive payment contract, or (3) any other arrangement 
such as a take-or-pay or other output-type contract. Use on 
the same basis as the general public (including use as an 
industrial customer) is not taken into account. However, 
trade or business use by all persons on a basis different 
from the general public is aggregated in determining if the 
10 percent limit is met. 

(c) That for purposes of the Trade or Business Test, 
use pursuant to management contracts not exceeding five 
years (including renewal options) is not treated as private 
business use if -
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(1) at least 50 percent of the compensation to 
any manager other than a governmental unit is on a 
periodic, fixed-fee basis; 

(2) no amount of compensation is based on a share 
of net profits; and 

(3) 
terminate 
any three 

the governmental unit owning the facility may 
the contract (without penalty) at the end of 
year period. 

(d) That for purposes of the Security Interest Test, 
both direct and indirect payments made by any person (other 
than a governmental unit) who is treated as using the 
proceeds of the Bonds are counted. Such payments are 
counted whether or not they are formally pledged as security 
or are directly used to pay debt service on the Bonds. 
Similarly, payments to persons other than the Issuer or the 
Board may be considered. Revenues from generally applicable 
taxes are not treated as payments for purposes of the 
security interest test; however, special charges imposed on 
persons satisfying the use test (but not on members of the 
public generally) are so treated if the charges are in 
substance fees paid for the use of bond proceeds. 

(e) That no more than 5 percent of the proceeds of the 
Bonds will be used for any private business use test that is 
not related to any governmental use of such proceeds. For 
this purpose, the term "related" means a use for a· facility 
that is located within or adjacent to any governmental 
facility to which it is related. 

(f) That no more than 5 percent of the proceeds of the 
Bonds will be used for any private business use that is 
disproportionate to the amount of such proceeds used for a 
related governmental use. The determination of whether a 
private use which is related to a government use also being 
financed with the bond proceeds is disproportionate to the 
government use to which such private use related is 
determined by comparing the amount of bond proceeds used for 
the related private and government uses. The related private 
use is disproportionate to the related government use to the 
extent it exceeds such use in amount. Multiple, related 
private use facilities for any governmental use are treated 
as one facility for purposes of this rule. 

(g) That the Trade or Business Test and Security 
Interest Test are deemed to be met where 5 percent or more 
of the proceeds of the Bonds are used with respect to any 
output facility (other than a facility for the furnishing of 
water) and the amount of proceeds so used exceeds the excess 
of -

(1) $15 million, over 
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(2) the aggregate amount of proceeds with respect 
to all prior tax-exempt issues 5 percent or more of the 
proceeds of which are or will be used with respect to 
such output facility (or any other facility which is 
part of the same project). 

There shall not be taken into account under subparagraph (2) 
above any bond which is not outstanding at the time of the 
later issue or which is to be redeemed (other than in an 
advance refunding) from the net proceeds of the later issue. 

(h) That the amount of the proceeds of the Bonds which 
are to be used (directly or indirectly) to make or finance 
loans to persons other than governmental units will not 
exceed the lesser of (a) 5 percent of such proceeds or (b) 
$5 million. 

( i) That the Issuer or the Board will not take any 
action which would adversely affect the exclusion of the 
interest on the Bonds from gross income under Section 103(a) 
of the Code, including without limitation any action that 
would permit any of the Bonds to be treated as "private 
activity bonds" within the meaning of section 141 of the 
Code, or as "federally guaranteed" within the meaning of 
section 149(b) of the Code, and will take, or require to be 
taken, such acts as may be reasonably within its ability and 
as may from time to time be required under applicable law or 
regulation to continue to exempt from federal income 
taxation the interest on the Bonds, including the 
preparation and filing of any statements or information 
reports required to be filed by the Issuer or the Board in 
order to maintain the tax-exempt status of the interest on 
the Bonds. 

(j) That the Issuer or the Board has not taken, has 
no present intention of taking any action and knows of no 
action taken or intended which would cause interest on the 
Bonds to be includable in the gross income of any 
bondholders for federal income tax purposes. 

The covenants and agreements contained herein are 
intended to assure compliance with the provisions of the 
Code and the Regulations relating to tax-exempt obligations. 
In the event that Regulations are hereafter proposed or 
promulgated and the effect of such Regulations is to modify 
or delete any element of the covenants contained herein, the 
Issuer and the Board shall be relieved of their obligation 
to comply with such covenants to the extent of such 
modification or deletion, provided that the Issuer and the 
Board receive an Opinion of Counsel that such action will 
not adversely affect the exclusion of the interest on the 
Bonds from gross income under Section 103(a) of the Code. 
In the event such Regulations impose additional requirements 
which are applicable to the Bonds, the Issuer and the Board 
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hereby agree to comply with the provisions of the 
Regulations. 

Section .5. 08. PAYMENT TO REBATE FUND: The Board 
hereby covenants and agrees to make the determinations and 
to pay any deficiency in the Rebate Fund, at the times and 
as described in Section 7.04 of the Indenture and in section 
5.09 hereof. In any event, if the amount of cash held in 
the Rebate Fund shall be insufficient to permit the Trustee 
to make payment to the United States of any amount due under 
section 148(f) (2) of the Code, the Board forthwith shall pay 
the amount of such insufficiency on such date to the Trustee 
in immediately available funds. The obligations of the 
Board under this Section 5.08 are direct obligations of the 
Board, acting under the authorization of, and on behalf of, 
the Issuer and the Issuer shall have no further obligation 
or duty with respect to the Rebate Fund. 

Section 5.09. COVENANTS REGARDING ARBITRAGE. That 
unless and until the Issuer and the Board shall have 
received an Opinion of Counsel to the effect that failure to 
comply with one or more of the following covenants will not 
adversely affect the exclusion of the interest on the Bonds 
from gross income under section 103 (a) of the Code, the 
Issuer and the Board agree to comply with each of the 
specific covenants in this Section. 

(a) Section 7. 04 of the Indenture provides for the 
creation of a Rebate Fund. The Rebate Fund is established 
for the purpose of compliance with section 148 of the Code. 

(b) That at the close of each "Bond Year," the Issuer 
and the Board shall compute the amount of "Excess Earnings," 
if any, for the period beginning on the date of delivery of 
the Bonds and ending at the close of such "Bond Year" and 
transfer an amount equal to the difference, if any, between 
the amount then in the Rebate Fund and the Excess Earnings 
so computed. The term "Bond Year" means with respect to the 
Bonds each one-year period ending on the anniversary of the 
date of delivery of the Bonds. 

(c) That in general, "Excess Earnings" for any period 
of time means the sum of 

(i) the excess of --

(A) the aggregate amount earned during such 
period of time on all "Nonpurpose Investments" 
(including gains on the disposition of such 
Investments) in which "Gross Proceeds" of the 
issue are invested (other than amounts attribut
able to an excess described in this subparagraph 
(c) (i)) over 
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(B) the amount that would have been earned 
during such period of time if the "Yield" on such 
Nonpurpose Investments (other than amounts 
attributable to an excess described in this 
subparagraph (c) (i)) had been equal to the Yield 
on the issue, plus 

(ii) any income during such period of time 
attributable to the excess described in subparagraph 
(c) (i) above. 

"Excess Earnings" will not include amounts, if any, which 
need not be taken into account under the special rules of 
section 148(f)(4)(A) and (B) of the Code relating to bona 
fide debt service funds and the six-month temporary 
investment period. The terms "Nonpurpose Obligations," 
"Gross Proceeds" and "Yield" shall have the meanings 
prescribed by section 148 of the Code and shall be applied 
in the manner prescribed in such section. 

(d) That the Issuer and the Board shall pay to the 
United states of America at least once every five-years an 
amount that ensures that at least 90 percent of the Excess 
Earnings from the date of delivery of the Bonds to the close 
of the period for which the payment is being made will have 
been paid. The Issuer and the Board shall pay to the 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 under section 148(f) of the Code as a 
result of Excess Earnings. 

(e) That the Issuer and the Board shall keep such 
records as will enable the Issuer and the Board to fulfill 
their responsibilities under this section and section 148(f) 
of the Code and shall retain such records for at least six 
years following the final payment of principal and interest 
on the Bonds. 

(f) That the Issuer and the Board will not use any 
portion of the proceeds of the Bonds directly or indirectly 
to acquire "higher yielding investments," or to replace 
funds which were used directly or indirectly to acquire 
"higher yielding investments." The term higher yielding 
investments means any investment property (as defined in 
section 148(b)(2) of the Code) which produces a yield over 
the term of the issue which is materially higher than the 
yield on the Bonds (as defined above). The foregoing 
limitation on higher yielding investments shall not apply 
to --

(1) proceeds of the Bonds invested for a 
reasonable temporary period of 3 years or less until 
such proceeds are needed for the purpose for which 
Bonds are issued, and 
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( 2) amounts invested in the Bond Fund (a bona .. 
fide debt service fund) if the gross earnings on such 
fund are less than $100,000 in any Bond Year. 

(g) That the Issuer and the Board covenant to restrict 
the use of the proceeds of Bonds in such manner and to such 
extent, as may be necessary, so that the Bonds will not 
constitute arbitrage bonds under section 148 of the Code 
and, to the extent applicable, section 149 (d) of the Code 
(relating to advance refundings). 

(h) That the requirements of this Section are subject 
to, and shall be interpreted in accordance with section 148 
of the Code and any regulations which may be issued 
thereunder. 

(i) That the Issuer and the Board shall not, at any 
time prior to the final maturity of the Bonds, enter into 
any transaction that reduces the amount required to be paid 
to the United States pursuant to this Section because such 
transaction results in a smaller profit or a larger loss 
than would have resulted if the transaction had been at 
arm's length and had the Yield of the Bonds not been 
relevant to either party. 

(j) That the Issuer and the Board's payment of rebate 
to the United States is additional consideration for the 
purchase of the Bonds by the initial purchasers thereof and 
the loan of money represented thereby, and is for the 
purpose of preserving the exemption from federal income 
taxation of interest on the Bonds. 

Section 5.10. PROVISIONS FOR TRANSFER OF MONEYS TO THE 
BOND FUND. To provide for money to be available at the 
Trustee in ample time to pay the principal of, redemption 
premium, if any, and interest on the Bonds as such 
principal, redemption premium, if any, and interest 
respectively come due, an Authorized Representative shall 
perform the following duties: 

(1) Concurrently with the issuance of the Bonds 
there is being established by the Treasurer of the 
State, outside the Treasury of the State, the Special 
system Account - Semiconductor Manufacturing Laboratory 
Project (the "Special System Account"). To the extent 
there are not sufficient moneys on deposit in the Bond 
Fund to pay the principal of, redemption premium, if 
any, and interest on the Bonds as the same mature and 
come due, and if there is on deposit in the Special 
System Account from Pledged Revenues of the Board, 
including the interest of the University in the 
Available University Fund, moneys sufficient to pay 
such amounts, an Authorized Representative shall make 
an Installment Sale Payment by causing a transfer from 
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the Special System Account to the Trustee for deposit 
in the Bond Fund moneys sufficient to pay such amounts, 
and thereafter shall coordinate with the Treasurer of 
the State and the Comptroller of Public Accounts of the 
state, (the "Comptroller of Public Accounts"), and 
thereafter an Authorized Representative shall take such 
actions as may be necessary to restore from Pledged 
Revenues, including the interest of the University in 
the Available University Fund, the Special System 
Account to an amount equal to the amount such 
Authorized Representative estimates will be necessary 
to pay said principal, redemption premium, if any, or 
interest on the Bonds. 

(2) If it is anticipated that there shall not be 
on account in the Bond Fund or in the Special System 
Account, from the Pledged Revenues, including the 
interest of the University in the Available University 
Fund, moneys sufficient to pay the principal of, 
redemption premium, if any, or the interest on the 
Bonds as the same are due, an Authorized Representative 
shall implement the procedures necessary to cause the 
Comptroller of Public Accounts to withdraw any 
available moneys from the Available University Fund to 
pay to the extent possible the amount on the Bonds 
which will become due on the scheduled payment date and 
deposit said amount in the Bond Fund. 

ARTICLE VI 

COVENANTS AND REMEDIES 

Section 6. 01. COVENANT. The Board agrees and 
covenants with the Issuer and the Trustee, regardless of and 
notwithstanding any provision of this Agreement, and regard
less of the provisions of any other agreement or contract to 
the contrary, that it will pay, or cause to be paid, when 
due, each Installment Sale Payment and Additional Payment 
required and prescribed to be paid by it pursuant to the 
Indenture and all other sums to be paid by the Board under 
this Agreement and the Indenture, but solely from the 
Pledged Revenues. The Board further agrees and covenants to 
pay all reasonable expenses and charges (including court 
costs and attorneys' fees), paid or incurred by the Issuer 
or the Trustee in realizing upon any of the said payments to 
be made by the Board or in enforcing the provisions of this 
Agreement or the Indenture. 

Section 6. 02. ASSIGNMENT OF ISSUER 1 S RIGHTS TO THE 
TRUSTEE. The Board is advised and recognizes that the 
Issuer will assign all or any part of the Installment Sale 
Payments required to be made pursuant to this Agreement, and 
the right to receive and collect same, to the Trustee under 
the Indenture securing the Bonds and hereby consents to such 
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assignment. All rights against the Board arising under this 
Agreement or the Indenture may be enforced by the Issuer; 
and, with respect to the Installment Sale Payments and any 
other covenant hereunder (other than the Issuer's right to 
payments under section 5.06), such rights may be enforced by 
the Trustee, or the Holders of the Bonds, to the extent 
provided in the Indenture, and the Trustee, or the Holders 
of the Bonds, shall be entitled to bring any suit, action, 
or proceeding against the Board, to the extent provided in 
the Indenture, for the enforcement of this Agreement or the 
Indenture, and it shall not be necessary in any such suit, 
action, or proceeding to make the Issuer a party thereto. 

Section 6. 03. ADDITIONAL PAYMENTS. The Board agrees 
to pay or cause to be paid the Additional Payments which 
include the reasonable fees and charges of the Trustee, the 
Bank, the Liquidity Confirmer, the Remarketing Agent, the 
Tender Agent, the Authenticating Agent, the Bond Registrar 
and the Paying Agents, as provided in the Indenture and the 
Related Documents, as and when the same become due, but 
solely from the Pledged Revenues, and the Issuer shall have 
no liability with respect thereto. Without limiting the 
foregoing, the Board agrees to pay directly to the Trustee 
from time to time reasonable compensation for all services 
rendered by the Trustee hereunder or under the Indenture 
(which compensation shall not be limited by any provision of 
law in regard to the compensation of a trustee of an express 
trust) and, except as otherwise expressly provided herein, 
to reimburse the Trustee upon its requests for all 
reasonable expenses, disbursements and advances incurred or 
made by the Trustee in accordance with any provisions of 
this Agreement or the Indenture (including the reasonable 
compensation and the expenses and disbursements of the 
Trustee's agents and counsel) , except any such expense, 
disbursement or advance as may be attributable to the gross 
negligence or willful misconduct of the Trustee. 

Section 6.04. GENERAL PROVISIONS. (a) The terms of 
this Agreement may be enforced as to one or more breaches 
either separately or cumulatively. 

(b) No remedy conferred upon or reserved to the 
Issuer, the Board, the Trustee or, the Holders of the Bonds 
in this Agreement is intended to be exclusive of any other 
available remedy or remedies, but each and every such remedy 
shall be cumulative and shall be in addition to every other 
remedy now or hereafter existing at law or in equity or by 
statute. No delay or omission, to exercise any right or 
power accruing upon any default, omission, or failure of 
performance hereunder shall impair any such right or power 
or shall be construed to be a waiver thereof, but any such 
right and power may be exercised from time to time and as 
often as may be deemed expedient. In the event any provi
sion contained in this Agreement should be breached by the 
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Issuer or the Board and thereafter duly waived, such waiver 
shall be limited to the particular breach so waived and 
shall not be deemed to waive any other breach of this 
Agreement. No waiver by either party of any breach by the 
other party of any of the provisions of this Agreement shall 
be construed as a waiver of any subsequent breach, whether 
of the same or of a different provision of this Agreement. 

(c) Headings of the sections of this Agreement have 
been inserted for convenience of reference only and in no 
way shall they affect the interpretation of any of the 
provisions of this Agreement. 

(d) This Agreement is made for the exclusive benefit 
of the Issuer, the Trustee, the Paying Agent, the 
Remarketing Agent, the Authenticating Agent, the Bond 
Registrar, the Holders of the Bonds, the Bank, the Liquidity 
Confirmer and the Board, and their respective successors and 
assigns herein permitted, and not for any third party or 
parties; and nothing in this Agreement, expressed or 
implied, is intended to confer upon any party or parties 
other than the Issuer, the Trustee, the Paying Agent, the 
Remarketing Agent, the Authenticating Agent, the Bond 
Registrar, the Holders of the Bonds, the Bank, the Liquidity 
Confirmer and the Board, and their respective successors and 
assigns herein permitted, any rights or remedies under or by 
reason of this Agreement. 

(e) This Agreement is to be performed in Travis 
County, Texas, and the validity, interpretation, and perfor
mance of this Agreement shall be governed by the laws of the 
state. In addition, it is the intention of the parties 
hereto that venue for any actions brought hereunder to which 
the Issuer is a party shall lie in Travis County, Texas. 

Section 6. 05. AMENDMENT OF AGREEMENT. No amendment, 
change, addition to, or waiver of any of the provisions of 
this Agreement shall be binding upon the parties hereto 
unless in writing signed by the Authorized Representative 
and the President of the Board of Directors of the Issuer. 
No such amendment, change, addition to or waiver of any of 
the provisions of this Agreement shall be made or agreed to 
by the parties hereto unless the Bank shall consent thereto 
in writing, which consent may not be unreasonably withheld. 
In addition to amendments for any other purpose, it is 
specifically understood that this Agreement may be amended, 
if deemed necessary or advisable by the Board and the Issuer 
and provided that the Issuer shall have received an Opinion 
of Counsel to the effect that such amendment complies with 
the Acts, to change the definition and scope of the term 
"Project" as used herein so as to permit the Issuer to 
purchase, construct, improve or recondition, or cause to be 
purchased, constructed, improved or reconditioned, and sell 
to the Board, other additional research and development 
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facilities related thereto, at the same or other locations, 
or improvements related to the Project, pursuant to this 
Agreement and in accordance with applicable laws, with the 
same effect as if they had been described originally in 
"Exhibit A" hereto. Notwithstanding any of the foregoing, 
it is covenanted and agreed, for the benefit of the Holders 
of the Bonds and the Trustee, that the provisions of this 
Agreement shall not be amended, changed, added to, or waived 
in any way which would relieve, reduce or abrogate the 
obligations of the Board to make or pay, or cause to to be 
made or paid, when due, all Installment Sale Payments with 
respect to any then Outstanding Bonds which have been issued 
and delivered pursuant to the Indenture and this Agreement, 
in the manner and under the terms and conditions provided 
herein and in the Indenture, or which would change or affect 
Article II, Sections 5.04, 5.07, 5.08, 5.09, 6.01, 7.01 or 
8. 02 hereof or the provisions of this sentence unless, in 
the judgment of the Trustee such change or amendment would 
not materially adversely affect the interests of the 
Bondholders. 

ARTICLE VII 

PURCHASE AND REMARKETING OF BONDS 

Section 7. 01. PURCHASE OF BONDS. (a) In considera
tion of the issuance of the Bonds and to achieve the lowest 
possible interest rate on the Bonds by the Issuer, but for 
the benefit of the Bondholders, the Board has contracted for 
the Bank to provide the Liquidity Facility whereby Holders 
from time to time of the Bonds may deliver Bonds for 
purchase and whereby such Bonds shall be so purchased. In 
furtherance of the foregoing covenant of the Board, the 
Issuer, at the direction of the Board, has set forth in the 
FORM OF BOND set forth in Exhibit A to the Indenture and in 
Article Six of the Indenture the terms and conditions 
relating to the delivery of Bonds by the Holders thereof to 
the Tender Agent for purchase and has set forth in the 
Indenture the duties and responsibilities of the Tender 
Agent and the Remarketing Agent with respect to the purchase 
and remarketing of Bonds. The Board hereby consents to 
acceptance and exercise by the Remarketing Agent or the 
Tender Agent, as the case may be, of their duties to 
purchase, offer, sell, and deliver Bonds in accordance with 
the Indenture. 

Without limiting the generality of the foregoing 
covenant of the Board, the Board covenants, for the benefit 
of the Holders of the Bonds, to pay, or cause to be paid, to 
the Tender Agent such amounts as shall be necessary to 
enable the Tender Agent to pay the Purchase Price of Bonds 
delivered to it for purchase or deemed delivered for 
purchase, all as more particularly described, at the direc
tion of the Board, in the Indenture; provided, however, that 
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the obligation of the Board to make, or cause to be made, 
any such payment hereunder shall be satisfied only by funds · 
received by the Tender Agent or the Remarketing Agent ( i) 
from the remarketing of the Bonds, (ii) from the Bank or the 
Liquidity Confirmer on purchases under the Liquidity 
Facility or Liquidity Confirmation and (iii) in the event 
funds are not available under clauses (i) and (ii) above, 
from Pledged Revenues of the Board. 

(b) The Issuer shall have no obligation or responsi
bility, financial or otherwise, with respect to the purchase 
of Bonds or the making or continuation of arrangements 
therefor other than as expressly set forth in subsection (a) 
of this Section 7.01, except that the Issuer shall generally 
cooperate with the Board, the Tender Agent, the Remarketing 
Agent, the Bank and the Liquidity Confirmer as described in 
the Related Documents. 

Section 7.02. OPTIONAL REDEMPTION OF BONDS. In 
accordance with Section 3.02 of the Indenture, the Board may 
direct the Issuer to call for redemption from time to time, 
Bonds or portions thereof, by giving notice to the Trustee 
as provided in the Indenture. 

ARTICLE VIII 

SPECIAL COVENANTS 

Section 8.01. INSURANCE AND CONDEMNATION AWARDS. The 
Board will obtain such insurance in the name of the Issuer 
with respect to the purchase, construction, improvement and 
reconditioning of the Project, as it deems necessary or 
advisable or as is required by law. Initial premiums on 
such insurance may be paid from Bond proceeds as a Cost. 
Any proceeds received by the Issuer from such insurance 
prior to the delivery of the Completion Certificate shall be 
deposited in the Proceeds Fund and used to repair or replace 
the damaged or destroyed Project. The Issuer shall not, 
however, be under any obligation to obtain insurance, nor 
shall the Issuer be liable to the Board in any manner for 
any claims, losses, damages, penalties, costs or fines with 
respect to the purchase, construction, improvement, 
reconditioning, operation or ownership of the Project. 

Any condemnation awards or insurance proceeds received 
in connection with the Project after the delivery of the 
Completion Certificate shall belong to the Board. If 
condemnation awards are received by the Issuer before the 
delivery of the Completion Certificate by an Authorized 
Representative and the Board does not choose to prepay the 
purchase price of the Project, such awards shall be 
deposited in the Proceeds Fund. 
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Section 8. 02. ASSIGNMENT. The Board may assign its 
interest in this Agreement in whole or in part, provided, 
however, no assignment shall be made without the Board first 
obtaining the written consent of the Bank thereto, which 
consent shall not be unreasonably withheld by the Bank, and 
no assignment shall relieve the Board from primary liability 
for any of its obligations hereunder, and, without limiting 
the generality of the foregoing, in the event of any such 
assignment, the Board shall continue to remain primarily 
liable for its payments specified herein and for performance 
and observance of the other covenants and agreements on its 
part herein provided. 

Section 8.03. FINANCIAL REPORTS. The Board shall 
furnish such audits and reports to the Issuer and the Bank 
and the Trustee with regard to the Pledged Revenues as the 
State Auditor is required by state law to prepare and 
distribute. 

Section 8. 04 • FORCE MAJEURE. If by reason of Force 
Majeure either the Issuer or the Board shall be rendered 
unable wholly or in part to carry out its obligations under 
this Agreement, and if such party gives notice and full 
particulars of such Force Majeure in writing to the other 
party within a reasonable time after failure to carry out 
its obligations under this Agreement, such obligations 
(other than the obligations of the Board specified in the 
last sentence of this Section 8.04) of the party giving such 
notice, so far as they are affected by such Force Majeure, 
shall be suspended during the continuance of the inability 
then claimed, including a reasonable time for removal of the 
effect thereof. The occurrence of any event of Force 
Majeure shall not suspend or otherwise abate, and the Board 
shall not be relieved from, the obligation to make, or cause 
to be made, Installment Sale Payments or the Additional 
Payments or to purchase the Bonds. 

Section 8. OS. THIRD PARTY BENEFICIARIES. This 
instrument is executed in part to induce the purchase by 
others of the Bonds, and for the further securing of the 
Bonds, and accordingly, so long- as any Bonds are 
outstanding, all respective covenants and agreements of the 
parties herein contained are hereby declared to be for the 
benefit of the Holders and the Bank from time to time of the 
Bonds, and may be enforced by or on behalf of the Holders 
and the Bank only by the Trustee in accordance with the 
provisions of the Indenture. As provided in the Issuer Act, 
in the event of a default in the payment of principal of, 
redemption premium, if any, or interest on the Bonds or in 
the performance of any agreement contained herein, such 
payment and performance may be enforced by mandamus or by 
the appointment of a receiver in equity with the power to 
charge to and collect from the Board Installment Sale 
Payments and Additional Payments and to apply such 
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Installment Sale Payments and Additional Payments received 
in accordance with this Agreement and the Related Documents. 

Section 8. 06. TERM OF AGREEMENT. The term of this 
Agreement shall be from the date hereof until all payments 
required to be made by the Board pursuant hereto shall have 
been made. 

Section 8.07. NOTICES. (a) Any notice, request or 
other communication under this Agreement shall be given in 
writing and shall be deemed to have been given by either 
party to the other party upon either of the following dates: 

(i) The date of the mailing thereof, as shown by 
the post office receipt if mailed to the other party 
hereto by registered or certified mail at the applica
ble address as follows: 

TO THE ISSUER: 

Travis County Research and Development Authority 
Travis county Courthouse Annex 
1010 San Antonio Street 
Austin, Texas 78701 
Attention: President of the Board of Directors 

with a copy to the Board at the address set forth 
below: 

TO THE BOABD: 

Board of Regents of 
The University of Texas System 

210 West 6th Street 
Austin, Texas 78701 
Attention: Manager of Special Investments 

and Financing 

with a copy of any such notice sent to: 

Board of Regents of 
The University of Texas System 

Office of the General Counsel 
201 West 7th Street 
Austin, Texas 78701 

or the latest address specified by such other 
party in writing; or 

(ii) The date of the receipt thereof by such other 
party if not so mailed by registered or certified mail. 
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(b) A copy of any notice required by this Agreement to 
be sent by one party hereto to the other party hereto shall 
be sent to the Bank at the following address: 

Morgan Guaranty Trust Company of New York 
Attn: PUblic Finance Department 
23 Wall Street 
New York, New York 10015 

Section 8.08. SEVERABILITY. If any clause, provision 
or Section of this Agreement should be held illegal or 
invalid by any court, the invalidity of such clause, provi
sion or Section shall not affect any of the remaining 
clauses, provisions or Sections hereof and this Agreement 
shall be construed and enforced as if such illegal or 
invalid clause, provision or Section had not been contained 
herein. In case any agreement or obligation contained in 
this Agreement should be · held to be in violation of law, 
then such agreement or obligation shall be deemed to be the 
agreement or obligation of the Board or the Issuer, as the 
case may be, to the full extent permitted by law. 

IN WITNESS WHEREOF, the parties hereto have caused this 
Agreement to be signed in multiple counterparts, each of 
which shall be considered an original for all purposes, as 
of the day and year first set out above. 

TRAVIS COUNTY RESEARCH 
AND DEVELOPMENT AUTHORITY 

By 
President, 
Board of Directors 

ATTEST: 

Secretary, 

(SEAL) 
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APPROVED AS TO FORM: 

Office of General counsel 

36 

BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

By =---~~--~--~~--~~Executive Vice Chancellor 

APPROVED AS TO CONTENT: 

Vice President 



EXHIBIT "A" 

DESCRIPTION OF THE PROJECT 

The Project involves the conversion of an existing 
single story light manufacturing type building with an 
attached five-story office building and related site and 
utility improvements at The University of Texas at Austin 
Montopolis Research Center, Austin, Travis County, Texas. 
The conversion work will primarily involve the construction 
of clean room and related special support system facilities 
to sustain advanced products research and development 
operations. The scope and character of the remodeling and 
retrofit type construction work will involve the following 
major considerations: 

(a) Maximum sub-micron tolerances of 
vibration transmission and control. 

structural 

(b) Ultra quality systems for production, distribution 
and control of large volumes of particulate-free 
air. 

(c) Ultra quality systems for production, distribution 
and control of process gases and liquids. 

(d) Ultra quality systems for collection, containment 
and treatment of process production materials 
exhaust and waste removal. 

(e) High quality distribution, control and emergency 
generation of electrical power systems and supply. 

(f) Systems for monitoring and controlling security, 
life safety requirements and operational 
protocols. 

(g) General improvements and support facilities to 
accommodate the mission and intent of the clean 
room research and development activities. 



EXHIBIT "B" 

DESCRIPTION OF THE SITE 

Thirty-five (35) acres and the improvements thereon, 
out of a 94. 366-acre tract out of the Santiago del Valle 
Grant in Travis County, Texas, platted as Lot 2, Block c, 
Marshall Hills Section 2, a subdivision in the City of 
Austin, Travis county, Texas, as set forth on plat recorded 
in Book 76, page 279 of the Plat Records of Travis County, 
Texas, and being the same lands conveyed to Data General 
corporation in that certain deed recorded in Volume 6158, 
page 433 of the Deed Records of Travis County, Texas, and 
being more fully described in Exhibit "A" to the Lease 
Agreement. 
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STANDBY BOND PURCHASE AGREEMENT 

This STANDBY BOND PURCHASE AGREEMENT, dated as of 
February 1, 1988, is between the BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM and MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK. 

RECITALS 

WHEREAS, the Travis County Research and Development 
Authority proposes to issue $38,000,000 aggregate principal 
amount of its Multi-Modal Interchangeable Rate Revenue Bonds 
(The University of Texas at Austin Semiconductor 
Manufacturing Laboratory Project) Series 1988 pursuant to an 
Indenture (as hereinafter defined) between the Authority (as 
hereinafter defined) and the Trustee (as hereinafter 
defined) , and a resolution duly adopted by the Board of 
Directors of the Authority on February __ , 1988 (the "Bond 
Resolution") ; 

WHEREAS, the Board of Regents (as hereinafter defined) 
has entered into the Installment Sale Agreement (as herein
after defined) with the Authority pursuant to which the 
Board of Regents has agreed to acquire the Project (as 
hereinafter defined) from the Authority and to make 
installment payments sufficient to pay principal of and 
interest on the Bonds (as hereinafter defined) when due; 

WHEREAS, the Board of Regents will use the proceeds of 
the Bonds to construct needed improvements comprising the 
Project for use by The University of Texas at Austin as an 
educational research and development facility; 

WHEREAS, if the Remarketing Agent (as hereinafter 
defined) is unable to remarket Bonds tendered by the owners 
thereof to the Tender Agent (as hereinafter defined) for 
purchase, the Board of Regents has agreed pursuant to the 
Installment Sale Agreement to arrange for the purchase of 
the Bonds; and 



WHEREAS, the Board of Regents 
purchase of the Bonds by the 
conditions provided herein; 

wishes to provide for the 
Bank on the terms and 

NOW, THEREFORE, the parties hereto agree as follows: 

[END OF RECITALS] 



ARTICLE I 

DEFINITIONS 

SECTION 1.01. Definitions. The following terms, as 
used herein, have the following meanings: 

"Agreement" means this Standby Bond Purchase Agreement, 
as the same may from time to time be amended, supplemented 
or modified. 

"Agreement Effective Date" has the meaning specified 
for that term in Section 3.01. 

"Authority" means 
Development Authority, 
duties and functions. 

the Travis County 
or any successor or 

Research 
assign to 

and 
its 

"Authorized Representative" shall mean one or more of 
the following officers or employees of the System, to-wit: 
the Chancellor, any Executive Vice Chancellor, the General 
Counsel, the Director of Endowments and Trusts, the Manager 
of Special Investments and Financing and the Comptroller or 
such other officer or employee of the System authorized by 
the System to act as an Authorized Representative. 

"Available Commitment" as of any day means the sum of 
the Available Principal Commitment and the Available Inter
est Commitment, in each case as of such day. 

"Available Interest Commitment" initially means 
$ and thereafter means such initial amount 
adjusted from time to time as follows: (i) downward by an 
amount that bears the same proportion to such initial amount 
as the amount of any reduction in the Available Principal 
Commitment pursuant to the definition of "Available 
Principal Commitment" bears to the initial Available 
Principal Commitment and (ii) upward by an amount that bears 
the same proportion to such initial amount as the amount of 
any increase in the Available Principal Commitment pursuant 
to clause (iii) of the definition of "Available Principal 
Commitment" bears to the initial Available Principal 
Commitment. 

"Avnilable Principal Commitment" initially 
$38,000,000, and thereafter means such initial 
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adjusted from time to time as follows: (i) downward by the 
amount of any reduction of the Available Principal 
Commitment pursuant to the first sentence of Section 2.03; 
(ii) downward by the principal amount of any Bonds purchased 
by the Bank pursuant to Section 2. 02; and (iii) upward by 
the principal amount of any Bonds, theretofore purchased by 
the Bank pursuant to Section 2. 02, which are sold by the 
Bank or which the Bank declines to sell pursuant to 
Section 2.04 (c) (regardless of the purchase price received 
for such Bonds). 

"Available University Fund" means, as provided in 
Article VII, Section 18 of the Texas Constitution, all of 
the dividends, interest, and other income from the Permanent 
University Fund (less administrative expenses), including 
the net income attributable to the surface of Permanent 
University Fund land. 

"Bank" means Morgan Guaranty Trust Company of New York 
or any successor or assign permitted hereunder. 

"Board of Regents" means the Board of Regents of the 
System and any successor governing body of the System. 

"Board Resolution" means the resolution adopted by the 
Board of Regents on February 11, 1988, authorizing among 
other things, the execution and delivery of this Agreement. 

"Bond Resolution" has the meaning specified for that 
term in the recitals. 

"Bonds" means the Authority's Multi-Modal Interchange
able Rate Revenue Bonds (The University of Texas at Austin 
Semiconductor Manufacturing Laboratory Project) Series 1988, 
issued pursuant to the Indenture in an aggregate principal 
amount not to exceed $ , while such Bonds 
bearing interest at a rate other than the Fixed Rate. 

"Building Revenue Bonds" means the $36,410,000 Board of 
Regents of The University of Texas System, The University of 
Texas at Austin, Building Revenue Refunding Bonds, Series 
1986. 

"Business 
Sunday or a 

Day" 
legal 

means any day that 
holiday or a day 
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institutions in the City of Austin, Texas or the City of New 
York, New York are authorized by law or executive order to 
close. 

"Code" means the Internal Revenue Code of 
amended from time to time, and when reference is 
particular section thereof, the applicable 
Regulations from time to time promulgated or 
thereunder. 

"Commitment" means the Available Commitment 
without regard to clauses (ii) and (iii) of the 
of Available Principal Commitment and the effect 
the amount of the Available Interest Commitment. 

1986, as 
made to a 

Treasury 
proposed 

calculated 
definition 
thereof on 

"Costs" has the meaning set forth for that term in the 
Installment Sale Agreement. 

"Debt" of any Person means at any date, without dupli
cation, (i) all obligations of such Person for borrowed 
money, (ii) all obligations of such Person evidenced by 
bonds, debentures, notes or other similar instruments, (iii) 
all obligations of such Person to pay the deferred purchase 
price of property or services, except trade accounts payable 
arising in the ordinary course of business, (iv) all obliga
tions of such Person as lessee under capital leases, (vJ all 
Debt of others secured by a lien, security interest or 
charge on any asset of such Person, whether or not such Debt 
is assumed by such Person and (vi) all Guarantees by such 
Person. 

"Default" means any condition or event which consti
tutes an Event of Default or which, with the giving of 
notice or lapse of time or both would, unless cured or 
waived, become an Event of Default. 

"Event of Default'' has the meaning set forth for that 
term in Section 6.01. 

"Guarantee" by any Person means any obligation, contin
gent or otherwise, of such Person directly or indirectly 
guaranteeing any Debt or other obligation of any other 
Person and, without limiting the generality of the forego
ing, any obligation, direct or indirect, contingent or 
otherwise, of such Person (i) to purchase or pay (or advance 
or supply funds for the purchase or payment of) such Debt or 
other obligation (whether arising by virtue of partnership 
arrangements, by agreement to keep-well, to purchase assets, 
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goods, securities or services, to take-or-pay, or to main
tain financial statement conditions or otherwise) or ( ii) 
entered into for the purpose of assuring in any other manner 
the obligee of such Debt or other obligation of the payment 
thereof or to protect such obligee against loss in respect 
thereof (in whole or in part), provided that the term 
Guarantee shall not include endorsements for collection or 
deposit in the ordinary course of business. The term 
"Guarantee" used as a verb has a corresponding meaning. 

"Indenture" means the Indenture of Trust 
Agreement dated as of February 1, 1988, 
Authority and the Trustee, as the same may from 
be amended, supplemented or modified. 

and Security 
between the 
time to time 

"Installment Sale Agreement" means the Lease and 
Installment Sale Agreement dated as of February 1, 1988, 
between the Authority and the Board of Regents, as the same 
may from time to time be amended, supplemented or modified. 

"Notice of Bank Purchase" has the meaning specified for 
that term in Section 2.02. 

"Paying Agent Agreement" has the meaning specified for 
that term in the Installment Sale Agreement. 

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

"Permanent University Fund Obligations" means, 
collectively, all bonds or notes of the Board of Regents or 
the Texas A&M University System Board of Regents heretofore 
or hereafter issued and delivered pursuant to the provisions 
of subsection (a) of Article VII, Section 18 of the Texas 
Constitution, or any amendment to the Constitution of the 
State relating to the Permanent University Fund hereafter 
approved by the voters of the State, payable from and 
secured by a lien on and pledge of income from the Permanent 
University Fund. 

"Person" means an individual, a corporation, a partner
ship, an association, a trust or any other entity or 
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organization, including a government or political subdivi
sion or an agency or instrumentality thereof. 

"Pledged Available Fund Surplus" has the meaning 
specified for that term in the Installment Sale Agreement. 

"Priority Obligations" means the Building Revenue 
Bonds, or any other Debt payable from or secured by the 
Pledged Available Fund Surplus on a parity with the lien and 
pledge securing the Building Revenue Bonds or in any way 
superior or prior to the lien and pledge securing the Bonds; 
provided, that the term "Priority Obligations" shall not 
include Permanent University Fund Obligations. 

"Project" has the meaning specified for that term in 
the Installment Sale Agreement. 

"Purchase Contract" means the Bond Purchase Contract, 
dated February 25, 1988, among the Authority, the Board of 
Regents and J. P. Morgan Securities Inc., as Underwriters. 

"Purchase Date" means any Business Day during the 
Purchase Period with respect to which the Bank has received 
a Notice of Bank Purchase pursuant to Section 2.02 hereof. 

"Purchase Notice" has the meaning specified for that 
term in Section 2.04(b). 

"Purchase Period" means the period from the Agreement 
Effective Date hereof to and including the earlier of (i) 
February 1, 1991 (or such later date as may be agreed to by 
the Bank and the Board of Regents as contemplated by 
Section 2.06): provided that, if the last day of the 
Purchase Period is not a Business Day, the Purchase Period 
shall be extended to the next succeeding Business Day, (ii) 
the date on which no Bonds are outstanding; and (iii) the 
time and date on which the Bank receives notice from the 
Trustee pursuant to Section 6.01H(2) of the Indenture that 
Bonds are subject to mandatory tender under Section 6.01H(l) 
of the Indenture. 

"Purchase Price" has the meaning specified for that 
term in the Indenture. 

"Purchased Bonds" means any "Liquidity Facility Bonds," 
as defined in the Indenture. 

I-5 



"Purchaser 11 

tion 2.04(b). 
has the meaning specified in Sec-

"Related Documents" means the Bonds, the Bond 
Resolution, the Board Resolution, the Indenture, the 
Installment Sale Agreement, the Purchase Contract, the 
Remarketing Agreement, the Paying Agent Agreement and any 
other agreement or instrument relating thereto. 

"Remarketing Agent" means J.P. Morgan Securities Inc., 
and its successors and assigns under the Remarketing Agree
ment. 

"Remarketing 
Interest Services 
betVleen the Board 
Inc. 

Agreement" means 
Agreement dated as 
of Regents and J. 

"State" means the State of Texas. 

the 
of 

P. 

Remarketing and 
February 1, 1988 

Morgan Securities 

"System" means The University of Texas System. 

"Tender Agent" 
New York, in its 
Indenture, or any 
Indenture. 

means Morgan Guaranty 
capacity as Tender 
successor appointed 

Trust Company of 
Agent under the 
pursuant to the 

"Termination Notice" has the meaning set forth in 
Section 2.03. 

"Trustee" means MTrust Corp, National Association, as 
trustee under the Indenture or any successor trustee under 
the Indenture. 

SECTION ~.02. Incorporation of Certain Definitions by 
Reference. Each capitalized term used herein and not 
otherwise defined shall have the meaning provided for that 
term in the Indenture. 

SECTION 1.03. Rules of Construction. For all purposes 
this Agreement, unless the context requires otherwise, all 
references to designated Articles, Sections and other 
subdivisions are to the Articles, Sections and other 
subdivisions of this Agreement. 

SECTION 1.04. Interpretations. 
titles and headings of this Agreement 
convenience of reference only and are 
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The table of contents, 
have been inserted for 
not to be considered a 



part of this Agreement and shall not in any way modify or 
restrict any of the terms or provisions hereof. 

SECTION 1.05. Accounting Terms and Determinations. 
Unless otherwise specified herein, all accounting terms used 
herein shall be interpreted, all accounting determinations 
hereunder shall be made, and all financial statements 
required to be delivered hereunder shall be prepared in 
accordance with Section 61.065 of the Texas Education Code. 

[END OF ARTICLE I] 
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ARTICLE II 

COMMITMENT TO PURCHASE BONDS 

SECTION 2.01. Commitment to Purchase Bonds. The Bank 
agrees, on the terms and conditions contained in this 
Agreement, to purchase Bonds from time to time during the 
Purchase Period at the Purchase Price. The aggregate 
principal amount (or portion thereof) of any Bond purchased 
on any Purchase Date shall be $100,000 or any larger multi
ple of $100,000 and shall not exceed the Available Principal 
Commitment on such date. The aggregate amount of the 
Purchase Price comprising interest on any Purchase Date 
shall not exceed the lesser of (i) the Available Interest 
Commitment on such date and (ii) the actual amount of inter
est accrued on such Bonds to but excluding such date. 
Notwithstanding the foregoing, the Bank shall not be 
obligated to purchase Bonds registered in the name of the 
Board of Regents from time to time during the Purchase 
Period. 

SECTION 2.02. Method of Purchasing. Pursuant to 
Section 4.01 of the Indenture, the Tender Agent will give 
notice to the Bank as provided below if, on any Purchase 
Date, Bonds are to be purchased by the Bank pursuant to this 
Section due to the inability of the Remarketing Agent to 
remarket such Bonds on such Purchase Date. If on any 
Purchase Date the Bank receives not later than 12:30 P.M. 
(New York City time), a notice from the Tender Agent (such 
notice to be referred to as a "Notice of Bank Purchase") , 
specifying (i) that Bonds are to be purchased by the Bank on 
such Purchase Date pursuant to this Section, (ii) the 
aggregate Purchase Price of such Bonds and (iii) the amount 
of such aggregate Purchase Price comprising principal and 
interest, respectively, the Bank will, unless it determines 
that any of the applicable conditions specified in Sec
tion 3.02 are not satisfied, transfer not later than 2:15 
P.M. (New York City time) on such Purchase Date to the 
Tender Agent, in immediately available funds, an amount 
equal to the aggregate Purchase Price of such Bonds for 
deposit into the Purchase Fund established pursuant to 
Section 7.03 of the Indenture. The Bank (in its capacity as 
purchaser of Bonds pursuant to this Agreement) shall have no 
responsibility for, or incur any liability in respect of, 
any act, or any failure to act, by the Tender Agent which 
results in the failure of the Tender Agent (x) to credit the 
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Purchase Fund with funds made available to the Tender Agent 
by the Bank pursuant to this Section or (y) to effect the 
purchase for the account of the Bank of Bonds with such 
funds pursuant to this Section. 

SECTION 2. 03. Reduction and Termination of Available 
Commitment. Upon (i) any redemption, repayment or other 
payment of all or any portion of the principal amount of the 
Bonds and (ii) the conversion of any Bonds to a Fixed Rate, 
the aggregate Available Principal Commitment shall 
automatically be reduced by the principal amount of the 
Bonds so redeemed, repaid or otherwise paid or so converted, 
as the case may be. Any Bonds deemed to have been paid for 
purposes of the Indenture pursuant to Section 8.02 thereof 
shall not be deemed to have been paid for purposes of the 
preceding sentence. If at any time an Event of Default 
shall have occurred and be continuing, the Bank may deliver 
a notice (a "Termination Notice") to that effect to the 
Board of Regents, the Authority, the Trustee and the 
Remarketing Agent, and the Available Commitment shall 
thereupon terminate immediately, and the Bank shall have no 
further obligation to purchase any Bonds hereunder. In 
addition, the Available Commitment shall terminate (x) on 
the date on which the Trustee notifies the Bank that an 
alternate Liquidity Facility has been deposited with the 
Trustee and is effective, and (y) on the date on which the 
Bank elects to terminate pursuant to Section 5. 05 (b) . If 
the Available Commitment is terminated in its entirety, all 
accrued facility fees payable in accordance with this 
Article II shall be payable on the effective date of such 
termination. 

SECTION 2. 04. Sale of Bonds. (a) Purchase Notices. 
Prior to 11:15 A.M. (New York City time) on any Business Day 
on which the Bank holds Purchased Bonds, the Remarketing 
Agent may deliver a notice (a "Purchase Notice") to the Bank 
and the Board of Regents stating that it has located a 
purchaser (the "Purchaser") for some or all of such Bonds 
and that such Purchaser desires to purchase on such Business 
Day a minimum of $100,000 principal amount of such Bonds (or 
any larger multiple of $100 ,000) at a price determined as 
provided in Section 5.02 of the Indenture. 

(b) Bank's Option to Sell and Sale of Purchased Bonds. 
The Bank shall decide whether to sell any Purchased Bond or 
Bonds to any Purchaser and shall give notice of such 
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decision to the Board of Regents and the Remarketing Agent, 
by Noon (New York City time) on the same Business Day that 
the Purchase Notice is received by the Bank in accordance 
with subsection (a) of this Section. If the Bank determines 
to sell such Purchased Bond or Bonds to the Purchaser, the 
Bank will deliver such Purchased Bond or Bonds to the Tender 
Agent by 1:00 P.M. (New York City time) on such Business Day 
against receipt of the Purchase Price therefor in immediate
ly available funds at the Bank's address set forth in 
Section 7. 01 . Any sale of a Purchased Bond, or portion 
thereof, pursuant to this Section shall be without recourse 
to the seller and vrithout representation or warranty of any 
kind. 

SECTION 2.05. Facility Fee. The Board of Regents 
shall pay to the Bank at its address set forth in Sec
tion 7.01 a facility fee accruing at the rate of 1/4 of 1% 
per annum on the Available Commitment. Such facility fee 
shall accrue from and including the Agreement Effective Date 
to but excluding the last day of the Purchase Period and 
shall be payable quarterly in arrears on each January 1, 
April 1, July 1 and October 1 during the Purchase Period 
(commencing with a payment on April 1, 1988) and on the last 
day of the Purchase Period. 

SECTION 2.06. Request by the Board of Regents for 
Extension of Purchase Period. No later than 90 days prior 
to the last day of the Purchase Period, the Board of Regents 
may by notice to the Bank request that the Purchase Period 
be extended by a one-year period upon terms and conditions 
to be agreed upon by the Board of Regents and the Bank in 
the Bank's sole and absolute discretion. The Bank shall 
notify the Board of Regents of its decision within 60 days 
of receipt of notice from the Board of Regents, it being 
understood and agreed that the failure of the Bank to notify 
the Board of Regents of any decision within such 60-day 
period shall be deemed to be a rejection of such request and 
that the Bank shall not incur any liability or 
responsibility whatsoever by reason of its failure to notify 
the Board of Regents of its decision within such 60-day 
period. If the Purchase Period is so extended, the Board of 
Regents may request further one-year extensions on the terms 
provided above. 
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SECTION 2.07. Reduced Return. (a) If after the date 
hereof, the Bank shall have determined that the adoption of 
any applicable law, rule or regulation regarding capital 
adequacy, or any change therein, or any change in the 
interpretation or administration thereof by any governmental 
authority, central bank or comparable agency charged with 
the interpretation or administration thereof, or compliance 
by the Bank with any request or directive regarding capital 
adequacy (whether or not having the force of law) of any 
such authority, central bank or comparable agency, has or 
would have the effect or reducing the rate of return on the 
Bank's capital as a consequence of its obligations hereunder 
to a level below that which the Bank could have achieved but 
for such adoption, change or compliance (taking into consid
eration the Bank's policies with respect to capital 
adequacy) by an amount deemed by the Bank to be material, 
then from time to time, within 15 days after demand by the 
Bank, the Board of Regents shall pay to the Bank, as an 
adjustment to the facility fee under Section 2.05, such 
additional amount or amounts as will compensate the Bank for 
such reduction. 

(b) The Bank will promptly notify the Board of Regents 
of any event of which it has knowledge, occurring after the 
date hereof, which will entitle the Bank to compensation 
pursuant to this Section and ~1ill designate a different 
payment office if such designation will avoid the need for, 
or reduce the amount of, such compensation and will not, in 
the judgment of the Bank, be otherwise disadvantageous to 
the Bank. A certificate of the Bank claiming compensation 
under this Section and setting forth the additional amount 
or amounts to be paid to it hereunder shall be conclusive in 
the absence of manifest error. In determining such amount, 
the Bank may use any reasonable averaging and attribution 
methods. 

SECTION 2.08. Nature of Fees Paid. All facility fees 
prescribed in Section 2. 05 (as such fees may be adjusted 
pursuant to Section 2.07) shall constitute exclusively 
consideration for the Bank's agreement to have available 
funds in the amount committed by the Bank to purchase Bonds 
and to make such purchases of Bonds in the future as 
provided herein and shall not constitute or be treated as 
compensation for the use of, forbearance, or detention of 
money loaned and advanced. 

[END OF ARTICLE II) 

II-4 



ARTICLE III 

CONDITIONS 

SECTION 3.01. Conditions to Effectiveness. This 
Agreement shall become effective on the date (the 
"Aggreement Effective Date") on which the Bonds are 
purchased pursuant to the Purchase Contract and each of the 
following conditions has been satisfied: 

(i) a counterpart of this Agreement has been duly 
executed and delivered by the Board of Regents and the 
Bank; 

(ii) the 
Documents and 
have occurred 
Effective Date; 

fact that no default under the Related 
no Default under this Agreement shall 

and be continuing on the Agreement 

(iii) the fact that the representations and 
warranties of the Board of Regents contained (or 
incorporated by reference) in this Agreement shall be 
true and correct on and as of the Agreement Effective 
Date as if made on and as of such date; 

( iv) the fact that the representations and 
warranties of the Authority contained in the Related 
Documents to which it is a party shall be true and 
correct on and as of the Agreement Effective Date as if 
made on and as of such date; 

(v) receipt by the Bank of a copy of the Bond 
Resolution, including any supplemental resolutions 
which have been adopted as of the Agreement Effective 
Date, all certified to by the Secretary of the 
Authority as being in full force and effect on the 
Agreement Effective Date; 

(vi) receipt by the Bank of a copy of the Board 
Resolution, including any supplemental resolutions 
which have been adopted as of the Agreement Effective 
Date, all certified to by the Executive Secretary or 
an Assistant Secretary of the Board of Regents as being 
in full force and effect on the Agreement Effective 
Date; 
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(vii) receipt by the Bank of an opinion of the 
general counsel for the Board of Regents, substantially 
in the form of Exhibit A hereto and also stating that 
the Bank is entitled to rely upon its opinion delivered 
pursuant to the Purchase Contract as if such opinion 
were addressed to the Bank; 

(viii) receipt by the Bank of an opinion of McCall, 
Parkhurst & Horton and Fulbright & Jaworski, Co-Bond 
Counsel, substantially in the form of Exhibit B hereto 
and also stating that the Bank is entitled to rely on 
their opinions delivered pursuant to the Purchase 
Contract as if such opinions were addressed to the 
Bank; 

(ix) receipt by the Bank of an opinion of Vinson & 
Elkins, special counsel for the Bank, substantially in 
the form of Exhibit C hereto; 

(x) delivery by the Attorney General of the State 
of an opinion to the effect that the Installment Sale 
Agreement and the Agreement are binding obligations of 
the Board of Regents, enforceable in accordance with 
their respective terms for all purposes under State 
law; 

(xi) receipt by the Bank of originals or certified 
copies of (A) the approval of the Attorney General of 
the State relating to the Bonds and a certificate 
relating to the registration of the Bonds by the 
Comptroller of Public Accounts of the State and (B) all 
other approvals, authorizations, or consents of, or 
notices to or registrations with, any governmental body 
or agency required for the Authority or the Board of 
Regents to enter into this Agreement and the Related 
Documents to which either of them is a party; 

(xii) receipt by the Bank of a certificate of 
(A) the Executive Vice Chancellor for Asset Management 
dated the Agreement Effective Date, substantially in 
the form of Exhibit D hereto, and (B) the Executive 
Secretary or an Assistant Secretary of the Board of 
Regents dated the Agreement Effective Date, 
substantially in the form of Exhibit E hereto; 

(xiii) receipt by the 
President and Secretary 
Agreement Effective Date, 
Exhibit F hereto; 

Bank of a certificate of the 
of the Authority dated the 
substantially in the form of 

III-2 



(xiv) receipt by the Bank of a certificate of the 
Executive Secretary or an Assistant Secretary of the 
Board of Regents certifying the names and the 
signatures of the Authorized Representatives authorized 
to sign this Agreement and the Related Documents to 
which the Board of Regents is a party; 

(xv) receipt by the Bank of a certificate of the 
Secretary of the Authority certifying the names and the 
signatures of the officers of the Authority authorized 
to sign the Related Documents to which the Authority is 
a party; 

(xvi) receipt by the Bank of executed copies (or, 
when the Bank is not a party, duplicates thereof) of 
the Related Documents, each of which shall be in form 
and substance satisfactory to the Bank; 

(xvii) receipt by the Bank of a copy of each 
opinion, certificate and other document (in each case 
addressed to it if so requested by the Bank) required 
to be delivered under the Purchase Contract (as in 
effect immediately after the signing thereof and 
without regard to any waiver thereunder or amendment 
thereto) ; and 

(xviii) receipt by the Bank of all documents it may 
reasonably request relating to the existence of the 
Authority or the. Board of Regents, the authority for 
and the validity, binding effect and enforceability of 
this Agreement and each Related Document upon either of 
them, as appropriate, the tax-exempt status of interest 
on the Bonds and any other matters relevant hereto or 
thereto, all in form and substance satisfactory to the 
Bank. 

Any certificate, dated the Agreement Effective Date, signed 
by any Vice President of the Bank and delivered pursuant to 
the Purchase Contract stating that the conditions set forth 
in this Section 3.01 have been satisfied on such date shall 
be conclusive for purposes of this Agreement. 

SECTION 3.02. Condition to Each Purchase. The obliga
tion of the Bank to purchase Bonds hereunder on any Purchase 
Date is subject to satisfaction of the following conditions: 

( i) receipt by the Bank of a Notice of Bank 
Purchase as required by by Section 2.02; 
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(ii) no 
described in 
occurred and 

Event of Default 
clause (vii) of Section 
be continuing; and 

of the character 
6.0l(a) shall have 

(iii) no involuntary case or other proceeding shall 
be commenced against the Board of Regents or the 
Authority seeking (A) liquidation, reorganization or 
other relief with respect to it or its Debts under any 
bankruptcy, insolvency or other similar law now or 
hereafter in effect, or (B) the appointment of a 
trustee, receiver, liquidator, custodian or other 
similar official of the System or the Authority, as 
appropriate, or any substantial part of its property. 

Each purchase hereunder shall be deemed to be a representa
tion and warranty by the Board of Regents on the date of 
such purchase that the representations and warranties made 
by the Board of Regents pursuant to Section 4. 01 are true 
and correct on such date and that none of the events or 
conditions set forth in clause (ii) and (iii) above has 
occurred and is continuing. 

[END OF ARTICLE III] 
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ARTICLE IV 

REPRESENTATIONS AND WARRANTIES 

SECTION 4.01. 
Board of Regents. 
warrants as follows: 

Representations 
The Board of 

and Warranties of 
Regents represents 

the 
and 

(a) Organization and Powers. The System is duly 
established and validly existing under the laws of the State 
under and pursuant to the Constitution of the State and is 
an agency of the State, and the Board of Regents is the duly 
appointed governing body thereof; and the Board of Regents 
( i) has all corporate powers and all material governmental 
licenses, authorizations, consents and approvals required to 
carry on its business as now conducted, (ii) has full power 
and authority to operate the System and to acquire, 
construct and finance the Project, and (iii) has full power 
and authority to execute, deliver and perform this Agreement 
and the Related Documents to which the Board of Regents is a 
party. 

(b) Authorization; Contravention. The execution, 
delivery and performance by the Board of Regents of this 
Agreement and the Related Documents to which the Board of 
Regents is a party have been duly authorized by all neces
sary action by the Board of Regents and do not contravene, 
or result in the violation of or constitute a default under, 
any provision of applicable law or regulation, or any order, 
rule or regulation of the Board of Regents or of any court, 
governmental agency or instrumentality or any agreement, 
resolution or instrument to which the Board of Regents is a 
party or by which it or any of its property is bound. 

(c) Governmental Consent or Approval. No author
ization, consent, approval, permit, license, or exemption 
of, or filing or registration with, any court or govern
mental department, commission, board, bureau, agency or 
instrumentality that has not been obtained or issued is or 
will be necessary for the valid adoption, execution, deliv
ery or performance by the Board of Regents of this Agreement 
and the Related Documents to which the Board of Regents is a 
party. 
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(d) Binding Effect. This Agreement and the Related 
Documents to which the Board of Regents is a party consti
tute valid and binding obligations of the Board of Regents. 

(e) Federal Reserve Regulations. Neither the Board of 
Regents nor any Person acting on its behalf has taken or 
will take any action that might cause moneys provided under 
this Agreement or any Related Document to which the Board of 
Regents is a party to be used for the purpose, whether 
immediate, incidental or ultimate, to purchase or carry any 
margin stock (within the meaning of Regulation U of the 
Board of Governors of the Federal Reserve System, as amended 
from time to time) or to ext: end credit to others for the 
purpose of purchasing or carrying any margin stock or for 
any other purpose which would violate any of the regulations 
of said Board of Governors. 

(f) Litigation. There is no action, suit or proceed
ing pending or, to the knowledge of the Board of Regents, 
threatened against or affecting the Board of Regents or the 
System or relating to any applicable laws or regulations or 
this Agreement or any Related Document to which the Board of 
Regents is a party in any court or before or by any 
governmental department, agency or instrumentality which, if 
adversely determined, would materially affect the ability or 
authority of the Board of Regents to perform its obligations 
under this Agreement or any Related Document to which the 
Board of Regents is a party, or which in any manner 
questions the validity or enforceability of this Agreement 
or any Related Document to which the Board of Regents is a 
party or the granting, perfection, enforceability or 
priority of the lien on and pledge of the Pledged Available 
Fund Surplus pursuant to the Installment Sale Agreement, 
except any action, suit or proceeding as to which Bank has 
received an Opinion of Counsel satisfactory to Bank and its 
counsel, to the effect that such action, suit or proceeding 
is without substantial merit. 

(g) No Event of Default Under Indenture. No "Event of 
Default" specified in the Indenture and no event which, with 
the giving of notice or lapse of time or both would become 
such an event of default, has occurred and is continuing. 

(h) Incorporation of Representations and Warranties by 
Reference. The Board of Regents hereby makes to the Bank 
the same representations and warranties as are set forth in 
the Related DocuQents to which it is a party, which 
representations and warranties, as well as the related 
defined terms contained therein, are hereby incorporated by 
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reference with the same effect as if each and every such 
representation and warranty and defined term were set forth 
herein in its entirety. No amendment to such representa
tions and warranties or defined terms made pursuant to the 
Related Documents to which it is a party shall be effective 
to amend such representations and warranties and defined 
terms as incorporated by reference herein without the 
consent of the Bank. 

SECTION 4. 02. Representations and Warranties of the 
Bank. The Bank represents and warrants: 

(a) Organization and Powers. The Bank (i) is duly 
established and validly existing under the laws of the State 
of New York; and (ii) has full power and authority to exe
cute, deliver and perform this Agreement. 

(b) Authorization; Contravention. The execution, 
delivery and performance by Bank of this Agreement have been 
duly authorized by all necessary action by Bank and do not 
contravene, or result in the violation of or constitute a 
default under, any provision of applicable law or regu
lation, its charter, or any order, rule or regulation of any 
court, governmental agency or instrumentality or any 
material agreement, resolution or instrument to which Bank 
is a party or by which it or any of its property is bound. 

(c) Governmental Consent or Approval. No author
ization, consent, approval, permit, license, or exemption 
of, or filing or registration with, any court or govern
mental department, commission, board, bureau, agency or 
instrumentality that has not been obtained or issued is or 
will be necessary for the valid execution, delivery or 
performance by Bank of this Agreement. 

(d) Bank Obligations Valid. Bank represents that this 
Agreement is a valid and binding agreement of it, assuming 
that this Agreement is a valid and binding agreement of the 
Board of Regents. 

(e) Litigation. There is no action, suit or proceed
ing pending or, to the knowledge of the Bank, threatened 
against or affecting the Bank, in any court or before or by 
any governmental department, agency or instrumentality 
which, if adversely determined, would materially affect the 
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ability or authority of the Bank to perform its obligations 
under this Agreement, or which in any manner questions the 
validity of this Agreement. 

[END OF ARTICLE IV] 
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ARTICLE V 

COVENANTS 

The Board of Regents agrees that, so long as the Bank 
has any Commitment hereunder or any amount payable hereunder 
or under any Bond held by the Bank remains unpaid: 

SECTION 5. 01. Information. The Board of Regents will 
deliver to the Bank: 

( i) and in any event within 120 days after the 
end of each fiscal year, a copy of the annual report of 
the Permanent University Fund that includes a balance 
sheet of the Permanent University Fund as of the end of 
such fiscal year and related statements of income and a 
statement of cash receipts and disbursements, prepared 
in accordance with Section 61.065 of the Texas 
Education Code accompanied by a certificate of an 
Authorized Representative (A) to the effect that as of 
the date of such certificate no Default has occurred, 
(B) or if such Default has occurred, specifying the 
nature of such Default, the period of its existence and 
the action which the Board of Regents is taking or 
proposes to take with respect thereto; 

(ii) as soon as reasonably available after the end 
of each fiscal year, (A) the unaudited annual report of 
the System for the fiscal year then ended, (B) the 
unaudited financial statement of System Administration 
for the fiscal year then ended that includes schedules 
of income and changes in fund balances for the 
Available University Fund, and (C) the audited annual 
financial statement of the State, prepared by the 
Comptroller of Public Accounts of the State and audited 
by the State Auditor's Office; 

(iii) as soon as available and in any event within 
60 days after the end of each fiscal quarter, a copy of 
the most recent quarterly summary of assets of the 
Permanent University Fund; 

(iv) as soon as practicable but in any event 
within ten (10) Business Days after the issuance 
thereof, copies of any prospectus, official statement, 
offering circular, placement memorandum or similar or 
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corresponding document, and any supplements thereto and 
updates and amendments thereof, that the Board of 
Regents makes available in connection with the offering 
for sale of any securities payable from the Available 
University Fund, and, on request, copies of such other 
financial reports as the Board of Regents shall 
customarily and regularly provide to the public; 

(v) forthwith upon the occurrence of any Default, 
a certificate of an Authorized Representative setting 
forth the details thereof and the action which the 
Board of Regents is taking or proposes to take with 
respect thereto; 

(vi) concurrently with the delivery of the reports 
set out in subsection (iii) above, a report showing the 
aggregate amount of Priority Obligations and Permanent 
University Fund Obligations issued at the end of the 
preceding quarter; and 

(vii) upon written request of the Bank, other 
information relating to the Available University Fund 
or any other financial information reasonably 
requested. 

SECTION 5.02. Access to Records. The Board of Regents 
will furnish to the Bank such information regarding the 
financial condition, results of operations or business of 
the Board of Regents, the Available University Fund and the 
Fund as the Bank may reasonably request and will permit any 
officers, employees or agents of the Bank to visit and 
inspect any of the properties of the Board of Regents and to 
discuss matters reasonably pertinent to an evaluation of the 
credit of the Available University Fund and the Fund, all at 
such reasonable times as the Bank may reasonably request. 
Further, the Bank, at its request, will be kept informed of 
regular and special meetings of the Board of Regents, and a 
representative of the Bank may attend any such meeting 
subject to provisions of Texas law authorizing executive 
sessions of the Board of Regents. All information received 
by or provided to the Bank pursuant to this Agreement, 
unless otherwise made public by the Board of Regents, will 
be held as confidential information by the Bank. 

SECTION 5. 03. Proceeds of Bonds. The proceeds of the 
Bonds will be used by the Board of Regents solely for the 

V-2 



purpose of paying or, in whole or in part, 
Project or, to the extent not so used, 
investment while in the Proceeds Fund. 

Costs of the 
for temporary 

SECTION 5.04. No Amendment of Certain Contracts. The 
Board of Regents will not consent to any amendment to, 
modification or waiver of, or assignment of rights under any 
of the provisions of the Installment Sale Agreement or the 
Related Documents without the prior written consent of the 
Bank, which consent will not be unreasonably withheld. The 
Board of Regents will give the Bank notice as promptly as 
practicable (but in no event less than 10 Business Days) of 
any proposed amendments to or modifications or waivers of 
any provisions of the Installment Sale Agreement or the 
Related Documents and of any meeting of the Board of Regents 
at which any of the foregoing will be discussed or 
considered. 

SECTION 5.05. Permanent University Fund Obligations 
and Priority Obligations. (a) During the term of this 
Agreement, the Board of Regents will not issue, incur, 
assume or Guarantee any additional Priority Obligations. 
Without the prior written consent of the Bank, the Board of 
Regents will not issue, incur or permit to be incurred any 
other lien, pledge, security interest or encumbrance on the 
Pledged Available Fund Surplus. Except as provided in 
subsection (b), this covenant shall not be construed to 
restrain, restrict or limit in any way the ability or right 
of the Board of Regents to issue Permanent University Fund 
Obligations. 

(b) The Board of Regents shall give written notice to 
the Bank at least 30 day before the Board of Regents 
authorizes the issuance, pursuant to applicable law then in 
effect, of Permanent University Fund Obligations, the 
issuance of which would cause the amount of Permanent 
University Fund Obligations outstanding on the proposed 
issuance date, including the amount of Permanent University 
Fund Obligations then proposed to be issued to exceed a 
total amount of twenty percent (20%) of the cost value of 
investments and assets (exclusive of real estate) of the 
Permanent University Fund at the time of the issuance 
thereof. Upon the giving of such notice by the Board of 
Regents, the Bank may deliver a "Termination Notice" in 
accordance with Section 2.03, terminating the Available 
Commitment on the 120th day following the giving of such 
notice by the Board of Regents. 
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SECTION 5. 06. Other Covenants. The Board of Regents 
shall fully and faithfully perform each of the covenants 
required of it pursuant to the provisions of the Indenture, 
the Related Documents and the resolutions of the Board of 
Regents authorizing the Priority Obligations and any 
Permanent University Fund Obligations. 

SECTION 5.07. Liabilities. 
pay all its Debts and obligations 
with their terms, including any 
for corrective action. 

The Board of Regents will 
promptly and in accordance 
extended periods permitted 

[END OF ARTICLE V] 
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ARTICLE VI 

DEFAULTS 

SECTION 6.01. Events of Default. (a) If one or more 
of the following events ("Events of Default") shall have 
occurred and be continuing: 

(i) the Board of Regents shall fail to pay when 
due any amounts of Installment Sale Payments payable 
hereunder or under any Related Document; or 

( ii) the Board of Regents shall fail to pay when 
due any fees or additional payments payable hereunder 
or under any Related Document and such failure to pay 
such fees or additional payments shall continue for 30 
days; or 

(iii) 
perform 
Sections 

the Board of Regents shall fail to observe or 
any of the covenants contained in 

5.04, 5.05 or 5.07, inclusive; or 

(iv) the Board of Regents shall fail to observe or 
perform any covenant or agreement contained in this 
Agreement (other than those covered by clauses ( i), 
(ii) or (iii) above) for 45 days after written notice 
thereof has been given to it; or 

(v) any representation, warranty, certification 
or statement made by the Board of Regents or the 
Authority in this Agreement or any Related Document to 
which the Board of Regents or the Authority, as 
appropriate, is a party, or in any certificate, 
financial statement or other document delivered 
pursuant to this Agreement by or on behalf of the Board 
of Regents or the Authority shall have been incorrect 
in any material respect when made, and the Bank shall 
have given the Board of Regents or the Authority, as 
appropriate, 5 days' written notice thereof; or 

(vi) an event of default shall have occurred under 
the Indenture; or 

(vii) the Board of Regents or the Authority shall 
commence a voluntary case or other proceeding seeking 
(A) liquidation, reorganization or other relief with 
respect to itself or its Debts under any bankruptcy, 
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insolvency· or other similar law now or hereafter in 
effect or (B) the appointment of a trustee, receiver, 
liquidator, custodian or other similar official of the 
System or the Authority, as appropriate, or any 
substantial part of its property, or shall consent to 
any such relief or to the appointment of or taking 
possession by any such official in an involuntary case 
or other proceeding commenced against it, or shall make 
a general assignment for the benefit of creditors, or 
shall fail generally to pay its Debts as they become 
due, or shall take any corporate action to authorize 
any of the foregoing; or 

(viii) a receiver, liquidator, custodian or other 
official, appointed in an involuntary case or 
proceeding commenced against the Board of Regents or 
the Authority, appointed without consent or 
acquiescence of the Board of Regents or the Authority, 
as appropriate, takes charge of a substantial part of 
the property of either of them and such action as to 
such property is not promptly stayed, discharged or 
vacated; or 

(ix) an involuntary case or other proceeding shall 
be commenced against the Board of Regents seeking 
(A) liquidation, reorganization or other relief with 
respect to it or its Debts under any bankruptcy, 
insolvency or other similar law now or hereafter in 
effect, or (B) the appointment of a custodian, receiver 
or trustee or similar official of the System, or any 
substantial part thereof, and such proceeding or case 
shall not be dismissed or stayed within 90 days after 
the filing thereof or an order of relief shall be 
entered against the Board under the Federal Bankruptcy 
Laws as now or hereafter in effect; or 

(x) any material provision of this Agreement or 
any Related Document to which the Board of Regents or 
the Authority is a party shall at any time for any 
reason cease to be valid and binding on the Board of 
Regents or the Authority, or shall be declared by any 
court having jurisdiction over the Board of Regents or 
the Authority to be null and void or the validity or 
enforceability thereof shall be contested by the Board 
of Regents or the Authority, and the Bank shall have 
given 5 days' written notice thereof to the Board of 
Regents or the Authority, as the case may be; 
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then, and in every such event, the Bank may (x) terminate 
its obligation to purchase Bonds pursuant to this Agreement, 
as provided in Section 2.03; (y) give notice thereof to the 
Trustee for the purpose of causing mandatory redemption of 
the Bonds under Section 3.02C(3) of the Indenture to occur 
and ( z) take any other actions permitted by applicable law. 

(b) Notwithstanding the provisions of clause ( i) of 
Section 6.0l(a), failure by the Authority or the Board of 
Regents to pay interest on Purchased Bonds on the Liquidity 
Facility Special Interest Payment Date shall not constitute 
an Event of Default on such Purchased Bonds. 

SECTION 6.02. Suits at Law or in Equity and Mandamus. 
In case one or more Events of Default shall occur, then and 
in every such case the Bank shall be entitled to proceed to 
protect and enforce its rights by such appropriate judicial 
proceeding as the Bank shall deem most effectual to protect 
and enforce any such right, either by suit in equity or by 
action at law, whether for the specific performance of any 
covenant or agreement contained in this Agreement, or in aid 
of the exercise of any power granted in this Agreement, or 
to enforce any other legal or equitable right vested in the 
Bank by this Agreement or by law. The duties of the Board 
of Regents shall be enforceable by the Bank by mandamus or 
other appropriate suit, action or proceeding in any court of 
competent jurisdiction. 

SECTION 6.03. Remedies Not Exclusive. No remedy 
herein conferred upon or reserved to the Bank is intended to 
be exclusive of any other remedy, and every such remedy 
shall be cumulative and shall be in addition to every other 
remedy given hereunder or now or hereafter existing, at law 
or in equity or by statute or otherwise, and may be 
exercised at any time or from time to time, and as often as 
may be necessary, by the Bank. 

[END OF ARTICLE VI] 
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ARTICLE VII 

MISCELLANEOUS 

SECTION 7. 01. Notices. All notices, requests and 
other communications to any Person hereunder shall be in 
writing (including bank wire, telex, telecopy or similar 
writing) and shall be given to such Person, addressed to it, 
at its address or telex number set forth below or such other 
address or telex number or such telephone number as such 
Person may hereafter specify for the purpose by notice to 
the other Persons listed below. Each such notice, request 
or communication shall be effective (i) if given by telex, 
when such telex is transmitted to the telex number specified 
and the appropriate answerback is received, (ii) if given by 
telecopy, when such telecopy is transmitted to the telephone 
number specified and its receipt is acknowledged, (iii) if 
given by mail 72 hours after such communication is deposited 
in the mails with first class postage prepaid, addressed as 
aforesaid or ( i v) if given by any other means, when deli
vered at the address specified below; provided that notices 
to the Bank under Sections 2. 02 and 2. 04 shall not be 
effective until received and that such notices may also be 
given by telephone to Public Finance Banking Department 
(telephone no. (212) 483-2323) (or such other department or 
telephone number as may be designated by the Bank, by 
written notice to the Board of Regents and the Trustee, to 
receive such notice), immediately confirmed in writing or by 
telex. 

Person 

Travis County Research 
and Development Authority 
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Address 

Travis County Courthouse 
Annex 

1010 San Antonio Street 
Austin, Texas 78701 
Attn: President of the 

Board of Directors 



Board of Regents of The 
University of Texas 

System 

Morgan Guaranty Trust 
Company of New York, 
in its capacity as 
the Bank hereunder 

with copy to: 

Office of Asset 
Management 

The University of Texas 
System 

210 West Sixth Street 
Austin, Texas 78701 
Attn: Manager of Special 

Investments and 
Financing 

The University of Texas 
System 

201 West Seventh Street 
Austin, Texas 78701 
Attn: Office of the 

General Counsel 

23 Wall Street 
New York, New York 10038 
Attn: Public Finance-

Banking Department 
Telex: 420230 

SECTION 7. 02. No Waivers. (a) The obligations of the 
Board of Regents hereunder shall not in any way be modified 
or limited by reference to any other document, instrument or 
agreement (including, without limitation, the Bonds or any 
other Related Document). 

(b) No failure or delay by the Bank in exercising any 
right, power or privilege hereunder or under the Bonds shall 
operate as a waiver thereof nor shall any single or partial 
exercise thereof preclude any other or further exercise 
thereof or the exercise of any other right, power or privi
lege. The rights and remedies herein provided shall be 
cumulative and not exclusive of any rights or remedies 
provided by law. 

SECTION 7. 03. Expenses; Documentary Taxes. The Board 
of Regents shall pay (i) all out-of-pocket expenses of the 
Bank in connection with the preparation of this Agreement 
and the Related Documents, (ii) all fees and expenses of 
special counsel for the Bank in connection with the prepara
tion of this Agreement and the Related Documents (iii) all 
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reasonable out-of-pocket expenses of the Bank, including 
fees and disbursements of special counsel for the Bank, in 
connection with any waiver or consent hereunder or there
under or any amendment hereof or thereof or any Default or 
alleged Default hereunder or thereunder and (iv) if an Event 
of Default occurs, all out-of-pocket expenses incurred by 
the Bank, including fees and disbursements of counsel, in 
connection with such Event of Default and collection and 
other enforcement proceedings resulting therefrom. The 
Board of Regents shall reimburse the Bank for any payments 
made with respect to any transfer taxes, documentary taxes, 
assessments or charges made by any governmental authority by 
reason of the execution and delivery of this Agreement or 
any Related Document or the purchase by the Bank of the 
Bonds pursuant to this Agreement. 

SECTION 7.04. Amendments and Waivers. Any provision 
of this Agreement may be amended or waived if, but only if, 
such amendment or waiver is in writing and is signed by the 
Board of Regents and the Bank. 

SECTION 7. 05. Successors and Assigns. The provisions 
of this Agreement shall be binding upon and inure to the 
benefit of the parties hereto and their respective succes
sors and assigns, except that the Board of Regents may not 
assign or otherwise transfer any of its rights under this 
Agreement. 

SECTION 7. 06. Term of this Agreement. The term of 
this Agreement shall--be until the later of (i) the last day 
of the Purchase Period, and ( ii) payment in full of the 
principal of and interest on all Bonds held by the Bank on 
the last day of the Purchase Period, provided in each case, 
that all sums payable to the Bank pursuant to this Agreement 
have been paid in full. 

SECTION 7.07. Severability. Any provision of this 
Agreement which is prohibited, unenforceable or not autho
rized in any jurisdiction shall, as to such jurisdiction, be 
ineffective to the extent of such prohibition, unenforce
abi li ty or non-authorization without invalidating the 
remaining provisions hereof or affecting the validity, 
enforceability or legality of such provision in any other 
jurisdiction. 

Section 7. 08. Successors and Assigns; 
This Agreement may not be assigned by the 
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than by operation of law to a successor or merged institu
tion, . unless with the consent of the Board of Regents, 
provided that this shall not restrict the Bank in the sale 
of participations. The Board of Regents recognizes that the 
Bank may enter into participation agreements with certain 
other participants whereby the several participants will 
participate with the Bank in its obligations hereunder. 
Accordingly, the Board of Regents confirms that all of its 
representations, warranties, covenants, certifications and 
obligations under this Agreement are for the benefit of the 
participants as well as for the benefit of the Bank. No 
assignee, participant or other transferee of the Bank's 
rights shall be entitled to receive any greater payment 
under Section 2.07, than the Bank would have been entitled 
to receive with respect to the rights transferred, unless 
such transfer is made with the Board of Regents' prior 
written consent or by reason of the provisions of 
Section 2. 07, requiring the Bank to designate a different 
office under certain circumstances or at a time when the 
circumstances giving rise to such greater payment did not 
exist. 

SECTION 7.09. Governing Law; Venue. This Agreement 
shall be governed by, and construed and interpreted in 
accordance with, the laws of the State, except that Arti
cle 5069, Chapter 15, Vernon's Texas Civil Statutes, as 
amended (which regulates certain revolving credit loan 
accounts and revolving triparty accounts), shall not apply 
to this Agreement. The venue for any legal action to 
enforce or interpret this Agreement shall be in Travis 
County, Texas. 

SECTION 7. 10. Counterparts. This Agreement may be 
signed in counterparts, each of which shall be an original, 
with the same effect as if the signatures thereto and hereto 
were upon the same instrument. 

SECTION 7 .11. Beneficiaries. This Agreement is made 
solely for the benefit of the Board of Regents and the Bank 
and their respective successors and assigns, and no other 
Person (including, without limitation, the Trustee or any 
holder of a Bond) shall have any right, benefit or interest 
under or because of the existence of this Agreement. 

SECTION 7. 12. Ownership of Bonds. 
that for federal income tax purposes 
Purchased Bonds as Bonds owned by the Bank. 
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IN WITNESS WHEREOF, the parties hereto have caused this 
Agreement to be duly executed by their respective authorized 
officers as of the day and year first above written. 

THE BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

By~~-------------------------Title ________________________ _ 

MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK 

By 
~T7i7t~l-e------------------------
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EXHIBIT A 

[Letterhead of General Counsel] 

-------------' 1988 

Morgan Guaranty Trust Company 
of New York 

New York, New York 
(the "Bank") 

J.P. Morgan Securities Inc. 
New York, New York 

MTrust Corp, National Association 
Austin, Texas 

Fulbright & Jaworski 
Austin, Texas 

McCall, Parkhurst & Horton 
Dallas, Texas 

Gentlemen: 

I am general counsel to the Board of Regents of The 
University of Texas System (the "Board of Regents"), and I 
have acted in such capacity in connection with the issuance 
by the Travis County Research and Development Authority (the 
"Authority") of its Multi-Modal Interchangeable Rate Revenue 
Bonds (The University of Texas at Austin Semiconductor 
Manufacturing Laboratory Project) Series 1988 (the "Bonds") 
in the aggregate principal amount of $38,000,000, pursuant 
to the terms of an Indenture of Trust and Security Agreement 
dated as of February 1, 1988 (the "Indenture") between the 
Authority and MTrust Corp, National Association (the 
"Trustee") and a resolution of the Board of Directors of the 
Authority adopted on February , 1988 (the "Bond 
Resolution"). The proceeds of the Bonds will be used, 
pursuant to a Lease and Installment Sale Agreement dated as 
of February 1, 1988 (the "Installment Sale Agreement") 
between the Board of Regents and the Authority to finance 
the costs of equipment for and renovations to a research 
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facility owned by the Board of Regents in Travis County, 
Texas (as further described in the Installment Sale Agree
ment, the "Project"). To provide for the payment of the 
purchase price of Bonds tendered by the holders thereof, the 
Board of Regents has entered into a Standby Bond Purchase 
Agreement dated as of February l, 1988 (the "Agreement") 
with the Bank. 

This opinion is provided to the Bank pursuant to 
paragraph (vii) of Section 3.01 of the Agreement. Capital
ized terms used herein and not otherwise defined shall have 
the meanings ascribed to them in the Agreement. 

In connection with my opinion, I have examined the 
following: 

1. A certified copy of the Board Resolution, 
which authorizes, among other things, the following: 

a. execution and deli very of the Install-
ment Sale Agreement, the Agreement, the 
Remarketing Agent and the Purchase Contract (the 
"University Agreements") ; 

b. approval of the Indenture and the Paying 
Agent Agreement; and 

c. approval, execution and delivery of the 
Preliminary Official Statement dated February 
1988 (the "Preliminary Official Statement"), and 
the Official Statement dated February , 1988 
(the "Official Statement"), prepared in connection 
with the offer and sale of the Bonds; 

2. Executed counterparts of the University 
Agreements; 

3. Executed counterparts of the Indenture, the 
Remarketing Agreement and the Paying Agent Agreement, 
as defined in Sale Agreement; 

4. Executed counterparts of the Preliminary 
Official Statement and the Official Statement; 

5. The Texas Education Code, particularly Sec-
tions 55.11 and 65.39 (collectively, the "Acts"), 
Article VII, Sections 10, 11, lla, 15 and 18 of the 
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Constitution of the State, and such other provisions of 
the Constitution and laws of the State and the United 
States of America as I believe necessary to enable me 
to render the opinions herein contained; and 

6. Such other agreements, documents, certifi
cates, opinions, letters, and other papers, including 
all documents delivered or distributed on the Agreement 
Effective Date pursuant to Section 3. 01 of the 
Agreement, as I have deemed necessary or appropriate in 
rendering the opinions set forth below. 

In my examination, I have assumed the authenticity of 
all documents and agreements submitted to me as originals, 
conformity to the originals of all documents and agreements 
submitted to me as certified or photostatic copies and the 
authenticity of the originals of such latter documents and 
agreements. I have also assumed that the University 
Agreements constitute the valid and binding agreement of the 
parties thereto, other than the Board of Regents, enforce
able in accordance with their respective terms. 

Based upon the foregoing, and subject to the qualifica
tions described below, I am of the opinion, under applicable 
laws of the United States of America and the State of Texas 
in force and effect on the date hereof, that: 

1. The Board o£ Regents is the governing body of 
the System, a duly organized and validly existing 
agency of the State of Texas, and has full power and 
authority to operate the System as currently operated, 
to acquire the Project and to enter into and perform 
under the University Agreements. The Board of Regents 
has full legal right, power and authority (a) to enter 
into each of the University Agreements; (b) to adopt 
the Board Resolution; (c) to pay the Installment Sale 
Payments and the Additional Payments (as such terms are 
defined in the Installment Sale Agreement) to carry out 
and consummate the transactions contemplated by the 
Board Resolution and each of the University Agreements; 
and the Board of Regents has complied, at the Agreement 
Effective Date, with applicable law, including the 
terms of the Acts, and with the obligations on its part 
contained in the Board Resolution and the University 
Agreements. 
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2. By official action of the Board of Regents, 
the Board of Regents has duly adopted the Board 
Resolution, has duly authorized and approved the 
execution and delivery of, and the performance by the 
Board of Regents of the obligations on its part 
contained in the University Agreements and the 
consummation by it of all other transactions 
contemplated by such instruments and has all necessary 
power and authority to conduct its business as 
presently conducted and to perform its obligations 
under each of the University Agreements. 

3. The Board Resolution and each of the 
University Agreements has been executed and delivered 
by duly authorized officers or Authorized 
Representatives of the Board of Regents. The Board 
Resolution and the University Agreements constitute 
valid and binding obligations of the Board of Regents 
enforceable against the Board of Regents in accordance 
with their respective terms, except as such enforcement 
is limited by bankruptcy, insolvency, reorganization, 
moratorium, liquidation and other similar laws now or 
hereafter in effect relating to or affecting generally 
the enforcement of creditors' rights and remedies. 

4. No authorization, consent, approval, permit, 
license or exemption of, or filing or registration 
with, of any governmental department. commission, 
board, instrumentality, authority, agency or bureau not 
already obtained is required in connection with (i) the 
valid execution and delivery of the Board Resolution or 
the University Agreements by the Board of Regents; or 
( i i) the performance by the Board of Regents of its 
obligations under such documents. 

5. The Board of Regents is not in breach of or 
in default under any applicable constitutional provi
sion, law or administrative regulation, or any applic
able judgment or decree or any loan agreement, 
indenture, bond, note, resolution, agreement or other 
instrument to which the Board of Regents is a party or 
to which the Board of Regents, or any of its property 
or assets is otherwise subject, and no event has 
occurred and is continuing which, with the passage of 
time or the giving of notice, or both, would constitute 
a default by the Board of Regents under any such 
instrument; the execution and delivery by the Board of 
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Regents of any of the University Agreements, the 
adoption of the Board Resolution and compliance by the 
Board of Regents with the provisions of the Board 
Resolution and each of the University Agreements does 
not and will not conflict with or constitute a breach 
of or default under any constitutional provision, law, 
or administrative regulation, judgment, decree, loan 
agreement, indenture, bond, note, resolution, agreement 
or other instrument to which the Board of Regents is a 
party or to which the Board of Regents or any of its 
properties or assets is otherwise subject. 

6. There is no action, suit, investigation, 
inquiry or proceeding (whether or not purportedly on 
behalf of the Board of Regents) pending, or to the best 
of my knowledge, threatened or could be reasonably 
asserted against the Board of Regents or any of its 
assets in any court, governmental agency, public board 
or body or before any arbitrator or before or by any 
governmental body, ( i) affecting the corporate exis
tence of the Board of Regents or the titles of the 
officers of the Board of Regents to their respective 
offices, or (ii) affecting or seeking to prohibit, 
restrain, or enjoin the purchase of the Project, or 
(iii) in any way contesting or affecting the validity 
or enforceability of the Board Resolution or any of the 
University Agreements, or (iv) contesting any authority 
or proceedings for the Project. the adoption of the 
Board Resolution, or the execution and delivery of any 
of the University Agreements or the performance of the 
Board of Regents' obligations thereunder, or (vi) 
contesting the powers of the Board of Regents or 
questioning or affecting the ability of the Board of 
Regents to operate and maintain the Permanent Univer
sity Fund or the Available University Fund, or (vii) 
which involves the possibility of any ruling, order, 
judgment or uninsured liability which may result in any 
material adverse change in the business, properties or 
assets or the condition, financial or otherwise, of the 
Permanent University Fund or the Available University 
Fund, wherein an unfavorable decision, ruling or 
finding would materially adversely affect the validity 
or enforceability of the Board Resolution or any of the 
University Agreements; the current routine litigation 
of the Board of Regents relating to the Permanent 
University Fund or the Available University Fund does 
not entail any potential recovery or liability for 
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material amount which is not otherwise covered by the 
Board of Regents' insurance policies. 

7. The Installment Sale Agreement duly and 
effectively grants, as security for the Installment 
Sale Payments and the Additional Payments, a lien on 
and pledge of, (a) the Pledged Available Fund Surplus, 
and (b) any additional revenues, income, receipts or 
other resources whatsoever received or to be received 
from any public or private source which hereafter may 
be pledged by the Board of Regents, which lien is and 
shall be subordinate and inferior in all respects 
solely to the prior lien on the Pledged Available Fund 
Surplus granted by the Board of Regents in favor of and 
securing the Building Revenue Bonds and any Additional 
Building Revenue Bonds. Except as so provided, the 
lien of such security interest and pledge is valid and 
binding in accordance with its terms without further 
action on the part of the Board of Regents and without 
any filing or recording with regard therein except in 
the records of the Board of Regents. 

Yours very truly, 
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EXHIBIT B 

[Letterhead of Fulbright & Jaworski and 
McCall, Parkhurst & Horton] 

-------------' 1988 

Morgan Guaranty Trust Company 
of New York 

New York, New York 
(the "Bank") 

J. P. Morgan Securities Inc. 
New York, New York 

MTrust Corp, National Association 
Austin, Texas 

Gentlemen: 

We have acted as co-bond counsel to the Travis County 
Research and Development Authority (the "Authority") in 
connection with the issuance of the Authority's Multi-Modal 
Interchangeable Rate Revenue Bonds (The University of Texas 
at Austin Semiconductor Manufacturing Laboratory Project) 
Series 1988 (the "Bonds") in an aggregate principal amount 
not to exceed $ __ ,000,000 pursuant to an Indenture of Trust 
and Security Agreement dated February 1, 1988 (the 
"Indenture") between the Authority and MTrust Corp, National 
Association, as trustee, and a resolution adopted by the 
Board of Directors of the Authority (the "Board of Direc
tors") on February , 1988 (the "Bond Resolution") The 
proceeds of the Bonds will be used, pursuant to a Lease and 
Installment Sale Agreement dated as of February 1, 1988 (the 
"Installment Sale Agreement"), between the Board of Regents 
of The University of Texas System (the "Board of Regents") 
and the Authority, to finance the costs of equipment for and 
renovations to a research facility owned by the Board of 
Regents in Travis County, Texas (as further described in the 
Installment Sale Agreement, the "Project"). The Board of 
Regents has arranged for the payment of the purchase price 
of Bonds tendered by the holders thereof to be paid by the 
Bank, pursuant to a Standby Bond Purchase Agreement dated as 
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of February 1, 1988 (the "Agreement"), between the Bank and 
the Board of Regents. 

This opinion is provided to the Bank pursuant to 
paragraph (viii) of Section 3.01 of the Agreement. Terms 
defined in the Agreement and not otherwise defined herein 
shall have the meaning ascribed to them in the Agreement. 

In connection with our opinion, we have examined the 
following: 

(1) Certified copies of the Bond Resolution which 
authorizes, among other things, the following: 

(a) execution and deli very of the Indenture and 
the Bonds; 

(b) execution and delivery of the Installment 
Sale Agreement; 

(c) execution and delivery of the Paying Agent 
Agreement; 

(d) execution and deli very of 
Contract; and 

the Purchase 

(e) approval, execution and delivery of the 
Preliminary Official Statement dated February , 1988 
(the "Preliminary Official Statement") and the Official 
Statement dated February , 1988 (the "Official 
Statement"), prepared in connection with the offer and 
sale of the Bonds; 

( 2) A certified copy of the Board Resolution, which 
Board Resolution authorizes, among other things, the 
following: 

(a) execution and delivery of 
Sale Agreement, the Agreement, 
Agreement, and the Purchase Contract 
Agreements") ; 

the 
the 
(the 

Installment 
Remarketing 
"University 

(b) approval of the Indenture and the Paying 
Agent Agreement; and 

(c) approval, execution and delivery of the 
Preliminary Official Statement and the Official 
Statement; 
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(3) the [organizational documents] of the Issuer; 

(4) an executed counterpart of each of the Installment 
Sale Agreement, the Agreement and the Purchase Contract; 

(5) an executed counterpart of each of the Remarketing 
Agreement and the Paying Agent Agreement; 

(6) an executed counterpart of the Paying Agent 
Agreement; 

( 7) registered Bond No. 1; 

(8) Article 5190.10, Vernon's Annotated Texas Civil 
Statutes (the "Authority Act"), and the Texas Education 
Code, particularly, Sections 55.11 and 65.39 (the "Board 
Act") (collectively, the Issuer Act and the Board Act are 
referred to as the "Acts"), Article VI I, Sections 10, 11, 
11a, 15 and 18 of the Constitution of Texas, and such other 
provisions of the Constitution and laws of the State of 
Texas and the United States of America as we believe 
necessary to enable us to render the opinions herein 
contained; 

(9) an opinion of Esq., general 
counsel to the Board of Regents, of even date herewith 
provided to you under paragraph (vii) of Section 3.01 of the 
Agreement; and 

(10) such other agreements, documents, certificates, 
opinions, letters, and other papers, including all documents 
delivered or distributed on the Agreement Effective Date (as 
defined in the Agreement) pursuant to Section 3. 01 of the 
Agreement, as we have deemed necessary or appropriate in 
rendering the opinion set forth below. 

In our examination, we have assumed the authenticity of 
all documents, agreements and certificates submitted to us 
as originals, conformity to the originals of all documents, 
agreements and certificates submitted to us as certified or 
photostatic copies and the authenticity of the originals of 
such latter documents, agreements and certificates. We have 
also assumed that each such agreement constitutes the valid 
and binding agreement of the parties thereto, other than the 
Board of Regents and the Authority, enforceable in accor
dance with their respective terms. 
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Based upon the foregoing, and subject to the qualifica
tions set out below, we are of the opinion, under applicable 
laws of the United States of America and the State of Texas 
in force and effect on the date hereof, that: 

1. The Authority is a validly organized and 
validly existing body politic and corporate of the 
State of Texas, and an "authority" within the meaning 
of the Authority Act and has the requisite power and 
authority under Texas law (a) to adopt the Bond 
Resolution, (b) to issue the Bonds, (c) to enter into 
and perform under the Indenture, the Installment Sale 
Agreement, the Purchase Contract, the Remarketing 
Agreement and the Paying Agent Agreement (the "Autho
rity Agreements"), (d) to assign its rights to the 
Installment Sale Payments to the Trustee pursuant to 
the Indenture, and (e) to carry out and consummate the 
transactions contemplated by the Bonds, the Bond 
Resolution and the Authority Agreements; and the 
Authority has complied with all provisions of applic
able law (especially without limiting the generality of 
the foregoing, the Constitution and laws of the State 
of Texas) in all matters relating thereto. 

2. The Board of Directors has duly adopted the 
Bond Resolution and has duly authorized and approved 
the execution and delivery of, and the performance by 
the Authority of the obligations on its part contained 
in, the Bonds, the Bond Resolution and the Authority 
Agreements, and the consummation by it of all other 
transactions described in such instruments. 

3. The Bonds and the Authority Agreements have 
been executed and delivered by duly authorized officers 
of the Authority. The Bond Resolution, the Bonds and 
the Authority Agreements each constitute valid and 
binding obligations of the Authority, enforceable 
against the Authority in accordance with their respec
tive terms. 

4. The Board of Regents is the governing body of 
the System, a duly organized and validly existing 
agency of the State of Texas, and has full power and 
authority to operate the System as currently operated, 
to acquire the Project and to enter into and perform 
under the University Agreements. The Board of Regents 
has full legal right, power and authority (a) to enter 
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into each of the University Agreements; (b) to adopt 
the Board Resolution; (c) to pay the Installment Sale 
Payments and the Additional Payments (as such terms are 
defined in the Installment Sale Agreement); and (d) to 
carry out and consummate the transactions contemplated 
by the Board Resolution and each of the University 
Agreements; and the Board of Regents has complied, at 
the Agreement Effective Date, with applicable law, 
including the terms of the Board Acts, and with the 
obligations on its part contained in the Board 
Resolution and the University Agreements. 

5. By official action of the Board of Regents, 
the Board of Regents has duly adopted the Board 
Resolution, has duly authorized and approved the 
execution and delivery of, and the performance by the 
Board of Regents of the obligations on its part 
contained in the University Agreements and the 
consummation by it of all other transactions contem
plated by such instruments and has all necessary power 
and authority to conduct its business as presently 
conducted and to perform its obligations under each of 
the University Agreements. 

6. The Board Resolution and each of the 
University Agreements has been executed and delivered 
by duly authorized officers or Authorized 
Representatives of the Board of Regents. The Board 
Resolution and the University Agreements constitute 
valid and binding obligations of the Board of Regents 
enforceable against the Board in accordance with their 
respective terms. 

7. No authorization, consent, approval, permit, 
license or exemption of, or filing or registration 
with, any governmental department, commission, board, 
instrumentality, authority, agency or bureau not 
already obtained is required for the valid execution 
and delivery of (a) the Bond Resolution, the Bonds or 
the Authority Agreements in connection with the 
performance by the Authority of its payment obligations 
under such documents, or (b) the Board Resolution or 
the University Agreements, in connection with the 
performance by the Board of Regents of its payment 
obligations under such documents. 
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8. The execution and delivery by the Authority 
of the Bonds and the Authority Agreements, and the 
adoption of the Bond Resolution and compliance by the 
Authority with the provisions of the Bond Resolution, 
the Bonds and the Authority Agreements do not and will 
not contravene, conflict with or constitute a breach of 
or default under any constitutional provision, law, or 
administrative regulation. 

9. The execution and delivery by the Board of 
Regents of any of the University Agreements, the 
adoption of the Board Resolution and compliance by the 
Board of Regents with the provisions of the Board 
Resolution and each of the University Agreements does 
not and will not contravene, conflict with or consti
tute a breach of or default under any constitutional 
provision, law, or administrative regulation or 
resolution, indenture, agreement, instrument or 
proceeding to which the Board of Regents is a party, 
relating to Permanent University Fund Obligations or 
Priority Obligations. 

10. The Installment Sale Agreement duly and 
effectively grants a lien on and pledge of, as security 
for the Installment Sale Payments and the Additional 
Payments, (a) the Pledged Available Fund Surplus, and 
(b) any additional revenues, income, receipts or other 
resources whatsoever received or to be received from 
any public or private source which hereafter may be 
pledged by the Board of Regents, which lien is and 
shall be subordinate and inferior in all respects 
solely to the prior lien on the Pledged Available Fund 
Surplus granted by the Board of Regents in favor of and 
securing the Building Revenue Bonds and any Additional 
Building Revenue Bonds. Except as so provided, the 
lien of such security interest and pledge is valid and 
binding in accordance with its terms without further 
action on the part of the Board of Regents and without 
any filing or recording with regard therein except in 
the records of the Board of Regents. 

Our opinions in paragraphs 3 and 6 above as to enforce
ment are qualified and limited by bankruptcy, insolvency, 
reorganization, moratorium, liquidation and other similar 
laws now or hereafter in effect relating to or affecting 
generally the enforcement of creditors' rights and remedies 
and by the limitations on creditors' remedies contained in 
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the Acts, and such opinions as to enforcement are subject to 
general principles of equity which may permit the exercise 
of judicial discretion, to the reasonable exercise in the 
future by the State of Texas and its governmental bodies of 
the police power inherent in the sovereignty of the State of 
Texas, and to the exercise by the United States of America 
of the powers delegated to it by the Constitution of the 
United States of America. Our opinions in paragraph 10 do 
not extend to the status of title of the Board of Regents or 
the Available University Fund to properties pledged and 
encumbered. 

We are members of the Bar of the State of Texas and, 
with your approval, the opinion contained herein is limited 
to the law of the State of Texas and the federal law of the 
United States of America. 

Very truly yours, 
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EXHIBIT C 

1988 

Board of Regents of The 
University of Texas System 

Attorney General of the State of Texas 
Standard & Poor's Corporation 
Moody's Investors Service Inc. 

Ladies and Gentlemen: 

We have acted as special counsel to Morgan Guaranty 
Trust Company of New York, a New York trust company (the 
"Bank"), in connection with the Standby Bond Purchase 
Agreement dated as of February l, 1988 (the "Agreement") 
between the Board of Regents of The University of Texas 
System (the "Board of Regents") and the Bank. Terms used 
herein and not otherwise defined herein shall have the 
meanings ascribed thereto in the Agreement. 

We have examined originals or copies, certified or 
otherwise identified to our satisfaction, of such documents, 
records, certificates of public officials and other instru
ments and have conducted such other investigations of fact 
and law as we have deemed necessary or advisable for pur
poses of this opinion and have, with your approval and 
without limiting the generality of the foregoing, assumed 
the correctness in all material respects of the representa
tions and warranties made in the Agreement by the Board of 
Regents. 

Upon the basis of the foregoing, we are of the opinion 
that: 

l. The Bank has the power and authority to 
execute, deliver and perform its obligations under the 
Agreement. 

2. The Agreement has been duly executed and 
delivered by the Bank pursuant to due authorization. 
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Board of Regents of The 
University of Texas System 

Page 2 

3. Assuming the due authorization, execution and 
delivery of the Agreement by the Board of Regents, the 
Agreement constitutes a valid and binding agreement of 
the Bank enforceable against the Bank in accordance 
with its terms, except as (x) the enforceability 
thereof against the Bank may be limited by insolvency, 
reorganization, liquidation, moratorium or other 
similar laws affecting the enforcement of creditors' 
rights generally as such laws would apply in the event 
of the insolvency, reorganization or liquidation of, or 
other similar occurrence with respect to, the Bank or 
in the event of any moratorium or similar occurrence 
affecting the Bank and (y) the availability of equit
able remedies (including without limitation the remedy 
of specific performance) may_ be limited by equitable 
principles of general applicability. 

We are members of the Bar of the State of Texas and, 
with your approval, the opinion contained herein is limited 
to the law of the State of Texas and the federal law of the 
United States of America. 

The foregoing opinion is for your benefit only and no 
other party may rely on such opinion. 

Very truly yours, 
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EXHIBIT D 

STANDBY BOND PURCHASE AGREEMENT 
CERTIFICATE OF EXECUTIVE VICE CHANCELLOR 

FOR ASSET MANAGEMENT 

THE STATE OF TEXAS § 
§ 

THE UNIVERSITY OF TEXAS SYSTEM § 

In satisfaction of the requirements of paragraph (xii) 
of Section 3.01 of the Standby Bond Purchase Agreement dated 
as of February l, 19 8 8 (the "Agreement") between the Board 
of Regents (the "Board of Regents") of The University of 
Texas System (the "System") and Morgan Guaranty Trust 
Company of New York (the "Bank"), and as an inducement to 
the Bank to enter into the Agreement, I, the undersigned, 
Executive Vice Chancellor for Asset Management of the 
System, hereby execute and deliver this certificate on 
behalf of the Board of Regents for the benefit of the Bank. 
Except as otherwise indicated, the capitalized terms used in 
this certificate have the same meanings given to such terms 
in the Agreement. I hereby certify that: 

1. The cost value of the investments and other assets 
of the Permanent University Fund (exclusive of real estate), 
totals $ and the total principal amount 
of Permanent University Fund Obligations of the Board of 
Regents that are outstanding do not exceed 20 percent of the 
cost value of the investments and other assets of the 
Permanent University Fund (exclusive of real estate) as of 
the date of this certificate. 

2. The Board of Regents is not in default with 
respect to any Permanent University Fund Obligations or 
Priority Obligations, or with respect to any resolutions 
authorizing same, or any covenants relating thereto; apart 
from the Resolutions authorizing their issuance, there are 
no agreements under which Permanent University Fund 
Obligations or Priority Obligations of the Board of Regents 
have been issued. 

3. The following tables show 
interest, and other income from the 
Fund (less administrative expenses) 
through 1987 and the Interest in such 
actually distributed to the System 
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and anticipated Interest of the System in the Available 
University Fund during the years 1988 through 1991 (which 
amount is not anticipated to decrease in any year thereafter 
through 2015), which will be deposited to the credit of The 
University of Texas System in the Available University Fund 
in the State Treasury and be available for and pledged, to 
the extent required, to pay the annual debt service 
requirements on the Permanent University Fund Obligations of 
the Board of Regents: 

PERMANENT UNIVERSITY FUND 
HISTORICAL AND ESTIMATED ANNUAL INCOME 

(000 Omitted) 

Total Available Two-Thirds 
University Interest of Total Income 

Fiscal Year Fund (after the System Available 
Ending Administration in Available Other to Pay Debt 

August 31 Expenses) University Fund Income Service 

1983 $156,486 $104,324 $6,323 $111,050 
1984 171,437 114,291 7,632 120,535 
1985 187,927 125,285 6,635 131,920 
1986 209,700 139,800 5,111 144. 911 
1987* 209,182 139,455 4. 152 143,607 
1988 218,300 145,533 4,000 149,533 
1989 215,700 143,800 4,000 147,800 
1990 218,100 145,400 4,000 149,400 
1991 220,400 146,933 4,000 150,933 
1992 223,300 148,867 4,000 152,867 

*unaudited figures 

4. The following table shows the estimated Pledged 
Available Fund Surplus estimated for the years indicated: 

Fiscal Year 
Ending August 31 

1988 
1989 
1990 
1991 

Estimated Pledged Available 
Fund Surplus 

$ ____ _ 

5. (i) Each of the representations and warranties of 
the Board of Regents contained in Section 4.01 of the Agree
ment is true and correct on and as of the date hereo:" as 
though made on and as of this date and (ii) on such date no 
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"Event of Default" (within the meaning of the Agreement) and 
no event or condition which with the giving of notice or the 
lapse of time, or both would constitute an Event of Default 
has occurred and is continuing. 

Executive Vice Chancellor for 
Asset Management 

HITNESS l'lY HAND this __ day of -----------' 1988. 
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EXHIBIT E 

STANDBY BOND PURCHASE AGREEMENT 
CERTIFICATE OF EXECUTIVE SECRETARY OF 

BOARD OF REGENTS 

THE STATE OF TEXAS § 
§ 

THE UNIVERSITY OF TEXAS SYSTEM § 

In satisfaction of the requirements of paragraph (xii) 
of Section 3.01 of the Standby Bond Purchase Agreement dated 
as of February 1, 1988 (the "Agreement 11

) between the Board 
of Regents (the "Board of Regents") of The University of 
Texas System (the "System") and Morgan Guaranty Trust 
Company of New York (the "Bank"), and as an inducement to 
the Bank to enter into the Agreement, I, the undersigned, 
Executive Secretary of the Board of Regents, hereby execute 
and deliver this certificate on behalf of the Board of 
Regents, for the benefit of the Bank. Except as otherwise 
indicated, the capitalized terms used in this certificate 
have the same meanings given to such terms in the Agreement. 
I hereby certify that: 

1. Attached hereto as Exhibit A is a true and correct 
copy of the Resolution duly adopted by the Board of Regents 
on February 11, 1988 (the "Board Resolution") authorizing, 
among other things, the execution and delivery of the 
Agreement by the Board of Regents. 

2. On February 11, 1988, and at all times since such 
date, the following named persons have duly constituted the 
Board of Regents and officers of the System: 

Name 

Jack S. Blanton 
Shannon H. Ratliff 
Bill Roden 
Robert B. Baldwin I I I 
Sam Barshop 
Louis A. Beecherl, Jr. 
Jess Hay 
W. A. "Tex" Moncrief, Jr. 
Mario Yzaguirre 
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Office 

Chairman 
Vice Chairman 
Vice Chairman 
Member 
Member 
Member 
Member 
Member 
Member 



3. On February 11, 1988, and at all times since such 
date, the following named persons have held and now hold the 
respective positions with the System shown opposite their 
names and the signature appearing above the names of each 
person set forth below is such person's genuine signature 
and that each of such persons is an Authorized 
Representative under the Agreement: 

Michael E. Patrick 

Thomas G. Ricks 

Brenda F. Meglasson 

Thomas M. Grady 

Executive Vice Chancellor 
for Asset Management 

Manager of Investments 
and Financing 

Director of Endowments 
and Trusts 

Comptroller 

4. None of the proceedings or authorizations 
heretofore taken or given for the adoption of the Board 
Resolution or the execution and deli very of the Agreement, 
the Installment Sale Agreement, the Remarketing Agreement 
and the Purchase Contract (collectively the "University 
Agreements") has been repealed, revoked, amended or 
rescinded. 

WITNESS MY HAND AND THE SEAL OF THE SYSTEM this ___ day 
of , 1988. 

(SEAL OF THE UNIVERSITY 
OF TEXAS SYSTEM) 

Executive Secretary, Board of 
Regents 
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EXHIBIT F 

STANDBY BOND PURCHASE AGREEMENT 
CERTIFICATE OF THE AUTHORITY 

THE STATE OF TEXAS 

TRAVIS COUNTY RESEARCH 
AND DEVELOPMENT AUTHORITY 

§ 
§ 
§ 
§ 

In satisfaction of the requirements of paragraph (xiii) 
of Section 3.01 of the Standby Bond Purchase Agreement dated 
as of February 1, 1988 (the "Agreement"), between the Board 
of Regemts (the "Board of Regents") of The University of 
Texas System and Morgan Guaranty Trust Company of New York 
(the "Bank") delivered in connection with the issuance by 
the Travis County Research and Development Authority (the 
"Authority") of its Multi-Modal Interchangeable Rate Revenue 
Bonds (The University of Texas at Austin Semiconductor 
Manufacturing Laboratory Project), Series 1988 (the "Bonds") 
on the date hereof, and as an inducement to the Bank to 
enter into the Agreement, we the undersigned officers of the 
Authority do hereby execute and deliver this certificate on 
behalf of the Authority for the benefit of the Bank. Except 
as otherwise indicated, the capitalized terms used in this 
certificate have the same meanings given to such terms in 
the Agreement. We hereby certify that: 

1. The Authority is a research and development 
authority duly established and validly existing under the 
laws of the State, no part of the net earnings of which 
inures to the benefit of any private shareholder or indi
vidual, and the research and development authority has all 
powers and all material governmental licenses, authoriza
tions, consents and approvals required to carry on its 
business as now conducted. 

2. On February __ , 1988, and at all times since such 
date, ( i) the following named persons did constitute the 
Board of Directors of the Authority and (ii) as indicated 
below, certain of the directors were the duly appointed, 
qualified and acting officers of the Authority for the 
offices set forth opposite their names: 
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Name 

Bill Aleshire 
William H. Cunningham 
Hank Gonzalez 

Office 

President 

3. The Indenture, the Installment Sale Agreement, the 
Purchase Contract and the Paying Agent Agreement (the 
"Authority Agreements") and the Bonds, as executed and 
delivered or as accepted, as appropriate, by the duly 
authorized officers of the Authority acting in their 
official capacities, are in substantially the same form and 
text as the copies of such instruments which were authorized 
and approved by the Bond Resolution, with such changes and 
revisions therein as have been approved by the Board of 
Directors, and are in full force and effect on the date 
hereof. 

4. None of the proceedings or authorizations hereto
fore taken or given for issuance of the Bonds or for the 
payment or security thereof has been repealed, revoked or 
rescinded. 

5. The issuance and delivery of the Bonds and the 
execution, delivery and performance by the Authority of the 
Authority Agreements are within the Authority's powers, have 
been duly authorized by all necessary action, require no 
action by or in respect of, or filing with, any governmental 
body, agency or official (except the Attorney General of the 
State and the Comptroller of Public Accounts of the State, 
each of which has taken all action required to be taken by 
it) and do not contravene, result in a violation of or 
constitute a default under, any provision of applicable law 
or regulation of the Authority or of any order, rule or 
regulation of any court, governmental agency or 
instrumentality or any agreement, resolution or instrument 
to which the Board of Directors or the Authority is a party 
or by which it or any of its property is bound or result in 
the creation or imposition of any lien on any asset of the 
Board of Directors or the Authority (except for the liens 
created by the Indenture) . 

6. The Bonds, the Bond Resolution and the Authority 
Agreement constitute valid and binding agreements of the 
Authority. 

7. No action, suit, proceeding or investigation at 
law or in equity before or by any court or governmental 
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agency or body is pending against the Authority or, to the 
best of our knowledge, threatened against the Authority: 

(i) to restrain or enjoin the issuance or deli
very of the Bonds, the application of the proceeds 
thereof, or the payment, collection or application of 
revenues pursuant to the Indenture and the Installment 
Sale Agreement; or 

( ii) in any way contesting or affecting the 
validity or the execution and delivery , of the Bonds 
or the Authority Agreements, the application of the 
proceeds of the Bonds or the power or authority of the 
Authority to issue the Bonds or to enter into any of 
the Authority Agreements; or 

(iii) in any way contesting (a) the right and power 
of the Authority in connection with any action contem
plated in the Authority Agreements or the Indenture, 
(b) the titles of the current officers of the Authority 
to their respective offices or (c) the formation or 
existence of the Authority. 

8. The representations and warranties of the Author
ity in each of the Authority Agreements are true and correct 
on and as of the date hereof as though made on and as of the 
date hereof, and the Authority has complied with all terms 
on its part to be performed or satisfied by it under the 
Bond Resolution and the. Authority Agreements at or prior to 
the date hereof. The Authority hereby makes to the Bank the 
same representations and warranties as are made by the 
Authority in each Authority Agreement, which representations 
and warranties, as well as the related defined terms con
tained therein, are hereby incorporated by reference with 
the same effect as if each and every such representation and 
warranty and defined term were set forth herein in its 
entirety. No amendment to such representations and warran
ties or defined terms made pursuant to any such Authority 
Agreement shall be effective to amend such representations 
and warranties and defined terms as incorporated by refer
ence herein with out the consent of the Bank. 

9. The Bonds are being delivered on the date hereof 
in the form of fully registered Bonds, payable to 
J.P. Morgan Securities Inc., as underwriter, in authorized 
denominations in the aggregate equaling the principal amount 
authorized to be issued by the Bond Resolution; we have 
executed such Bonds with our manual signatures and have 
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placed an impression of the official seal of the Authority, 
an impression of which is also made hereon, on such Bonds. 

10. Dana DeBeauvoir is the duly appointed, qualified 
and acting County Clerk of Travis County, Texas and such 
person's signature appearing on the following certificate is 
true and genuine. 

WITNESS OUR HANDS AND THE OFFICIAL 
AUTHORITY as of the day of ------

President 

Secretary 

(SEAL) 

SEAL OF THE 
1988. 

I, the County Clerk of Travis County, Texas, hereby 
certify that Bill Aleshire and are 
the duly appointed, qualified and acting President and 
Secretary, respectively, of the Authority and that their 
signatures appearing above are true and genuine. 

County Clerk 
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