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Sciences in the Founders Building
the David W. Canham, Jr. Library
and Conference Room (Regents' Rules
and Regulations, Part One, Chap-
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Naming of Facilities Other Than
Buildings)
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zation for Executive Vice Chancel-
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Appointment of Jay H. Stein, M.D.,
as Initial Holder of the Dan F.
Parman Chair in Medicine Effective
Immediately

CANCER CENTER

Luka Milas, M.D., Appointed Initial
Holder of the United Energy Resources,
Inc. Professorship Effective Janu-
ary 1, 1987

. HEALTH CENTER - TYLER
Approval of Affiliation Agreement

with Mother Frances Hospital of
Tyler, Texas
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REPORT AND RECOMMENDATIONS OF THE BUILDINGS
AND GROUNDS COMMITTEE

U. T. ARLINGTCN

1. Additional Svrface Parking Facili-
ties: Authorization for Project;
Submission to Coordinating Board;
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Arlington Administration; and
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. AUSTIN
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General Services Administration for
the Transfer of Title to the
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(NMFs) Facility at Port Aransas:
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Dallas, Texas, Project Architect to
Prepare Final Plans; Authorization
for Submission to Coordinating Board;
Advertisement -for Bids, and for
Executive Committee to Award Con-
tracts; and Appropriation Therefor

McDermott Academic Administration
Building and McDermott Plaza Water-
proofing: Authorization for Project;
Preparation of Final Plans; Submis- -
sion to Coordinating Board; Adver-
tisement for Bids; Executive ‘
Committee to Award Construction Con-
tracts; and Appropriation Therefor
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U. T. HEALTH SCIENCE CENTER - HOUSTON

7. (U. T. Dental Branch - Houston) -
Facilities Improvements for the
Dental Branch Building and Dental
Science Institute (Project
No. 701-393): Authorization for
Increase in Total Project Cost;
Subject to Receipt of Private Gift
Funds, Authorization for Chancellor
to Approve aAdditional Alternate
Bids to Construction Contract with
Manhattan Construction Company,
Houston, Texas; and Additional Appro-
priation Therefor

U. T. HEALTH SCIENCE CENTER - SAN ANTONIO

8. Basic Science Building Fifth Level
' Completion (Project No. 402-608):
Approval of Final Plans; Authoriza-
tion to Advertise for Bids and for
Executive Committee to Award Con-
Lracts; and Additional Appropriation
Therefor

Expansion of Clinical Science Teach-
ing Space (Project No. 402-609):
Approval of Preliminary Plans;
Authorization to Prepare Final Plans
and to Submit Project to Coordinat-
ing Board; and Additional Appropria-
tion Therefor

U. T. CANCER CENTER

10. Modification and Renovation of M. D.
Anderson Hospital - Upgrading of
Mechanical Systems (Project
No. 703-597): Approval of Final
Plans; Authorization to Advertise for
Bids and for Executive Committee to
Award Contracts ‘

REPORT AND RECOMMENDATIONS OF THE LAND AND
INVESTMENT COMMITTEE

1. Permanent University Fund
Investment Matters

1. Report on Clearance of Monies
to Permanent University Fund for
September and October, 1985, and
Report on 0il and Gas Deveicp-
ment as of October 31, 1986

Report on Investments for the
Fiscal Year Ended August 31, 1986




Trust and Special Funds

A. Gifts, Bequests and Estates

U. T. ARLINGTON

1.

Acceptance of Gifts and Pledge from
Mr. Dan Gould, Sr., Arlington, Texas,
and Mr. Cecil Mayfield, Arlington,
Texas, and Transfer of Funds and
Establishment of the Gould/Mayfield
Professorship in Real Estate and

Eligibility for Matching Funds Under

the Texas Eminent Scholars Program
AUSTIN

Acceptance of Gift from the Houston
Chapter cf the American Petroleum
Institute, Houston, Texas, and
Establishment of the Houston Chapter -
American Petroleum Institute Scholar-
ship and Excellence Fund in the
College of Engineering

Lloyd M. Bentsen, Jr. Chair in
Government/Business Relations in the
Lyndon B. Johnson School of Public
Affairs - Acceptance of Gift from IBM
Corporation, Armonk, New York, and
Eligibility for Matching Funds Under
The Regents' Endowed Teachers and
Scholars Program

Approval to Accept Pledge from Mr. and
Mrs. Jack S. Blanton, Sr., Houston,
Texas, and to Establish the Jack and
Laura Lee Blanton Lectureship in
Nursing in the School of Nursing and
Eligibility for Matching Funds Under
The Regents' Endowed Teachers and
Scholars Program

Acceptance of Gift and Pledge from
Mrs. Jesse L. Brundrett, Tyler, Texas,
and Exxon Education Foundation, New
York, New York, and Establishment of
the Jesse L. Brundrett Memorial
Endowed Presidential Scholarship in
the College of Natural Sciences

Acceptance of Gifts and Pledges from
Various Doners and Transfer of Funds
and Establishment of the John S.
Chase Endowed Presidential Scholar-
ship in the School of Architecture

Acceptance of Transfer of Funds and
Establishment of the Bettie P. Cook
Endowed Scholarship in Plan II in
the College of Liberal Arts

Establishment of the Albert J. De Lange
Memorial Scholarship in the School of
Law
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Acceptance of Gift from an Anonymous
Donor and Establishment of Various
Endowments in the College of Engineer-~
ing, Addition to the: Engineering
Foundation Endowed Presidential Schol-
arship and Redesignation as the Engi-
neering Foundation Endowed Graduate
Presidential Scholarship, and Eligi-
bility for Matching Funds Under The
Regents' Endowed Teachers and Scholars
Program

Acceptance of Gift from Ms. Luci
Johnson, Toronto, Ontario, Canada, and
Establishment of the Luci Baines
Johnson Fellowship in Nursing in the
School of Nursing and Eligibility for
Matching Funds Under The Regents'
Endowed Teachers and Scholars Program

Acceptance of Transfer of Funds and
Establishment of the Plan II Alumni
Endowed Presidential Scholarship in
Plan II in the College of Liberal Arts

Acceptance of Transfer of Funds and
Establishment of the Willis Pratt
Endowed Scholarship in Plan II in the
College of Liberal Arts

Carl and Agnes Stockard Memorial
Endowment Fund in the Colleges of
Education, Fine Arts, and Natural
Sciences - Approval to Amend Charter

Acceptance of Transfer of Funds and
Establishment of the Lois Trice
Endowed Scholarship in Plan II in the
College of Liberal Arts

Acceptance of Gift from Mr. and

Mrs. Glenn Vargas, Thermal, California,
and Establishment of the Glenn and
Martha Vargas Gemological Scholarship
in Geological Sciences in the College
of Natural Sciences

Acceptance of Transfer of Funds and
Establishment of the Sam G. Whitten
Memorial Schclarship Fund in the
Graduate School of Library and Infor-
mation Science

DALLAS

Acceptance of Gift from the Clark
Foundation, Dallas, Texas, and Pledge
from an Anonymous Donor and Establish-
ment of the Anson L. Clark Research
Initiation Fund in Electrical Engi-
neering

Acceptance of Pledge from Ericsson,
Inc., Richardson, Texas, and Estab-
lishment of the Lars Magnus Ericsson
Chair in Electrical Engineering and
Eligibility for Matching Funds Under
the Texas Eminent Scholars Program




C. L. Lundell Professorship of Botany
(Vascular Plant Taxonomy) - Approval
of Amendment of Exhibit to Deed and
Redesignation as C. L. and Amelia A.
Lundell Professorship of Life Sciences
at The University of Texas at Dallas;
Approval to Modify the Professorship
Responsibilities for the Lundell
Herbarium and to Transfer the Site of
the Lundell Herbarium to U. T. Austin;
and Authorization for Executive Vice
Chancellor for Asset Management to
Execute Amendment of Exhibit to Deed

Acceptance of Transfer of Funds and
Establishment of the Northwood Woman's
Club Scholarship Fund

EL PASO

Fessinger Memorial Lecture Fund -
Acceptance of Gift from the Moses D.
Springer Revocable Trust, Evanston,
Illinois, and Redesignation as the
Fessinger-Springer Lectureship Fund

Acceptance of Transfer of Funds and
Establishment of the Dr. Eileen M.
Jacobi Scholarship Fund

Acceptance of Bequest from the Estate
of Agnes T. Jirou, El Paso, Texas,
and Establishment of the Agnes T.
Jirou Memorial Library Fund

Acceptance of Gift and Pledge from
Border Steel Mills, Inc., El1 Paso,
Texas, and Establishment of the
Rokert E. Kolliner Memorial Fund

Acceptance of Bequest from the Estate
of  Felix Laidlaw, El1 Paso, Texas, and
Establishment of the Felix Laidlaw
Memorial Scholarship Fund

Acceptance of Gift from Ellis 0. and
Susan B. Mayfield, El1l Paso, Texas,
and Establishment of the Ellis and
Susan Mayfield Professorship in the
College of Business Administration
and Eligibility for Matching Funds
Under the Texas Eminent Scholars
Program

HEALTH SCIENCE CENTER - DALLAS

Approval to Accept Pledge from the
Clark Foundation, PDallas, Texas,
and to Establish the Dr. Anson L.
Clark Endowment Fund
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28. Stanton Sharp Chalr in Psychiatry -
Acceptance of Gift from The Charles
Stanton Sharp, Jr. Trust Custody,
Dallas, Texas, and Eligibility for
Matching Funds Under the Texas Emi-
nent Scholars Program

29. Acceptance of Gift of Securities from
Mr. and Mrs. Harold Sternberg, Dallas,
Texas, and Transfer of Funds and
Establishment of the Robert S.
Sternberg Endowment Fund

U. T. MEDICAL BRANCH ~ GALVESTON

30. Acceptance of an Initial Permanent
Endowment Grant from The Sealy &
Smith Foundation for the John Sealy
Hosp1tal Galveston, Texas; Authori-
zation for a Matching Permanent
Endowment and Establishment of The
John Sealy Memorial Endowment Fund
for Biomedical Research; and Autho-
rization for Executive Vice Chancel-
lor for Asset Management to Execute
Endowment Agreement Related Thereto

U. T. HEALTH SCIENCE CENTER - HOUSTON

31. Acceptance of Gift from the American

- Legion Auxiliary, Austin, Texas, and

Establishment of the American Legion
Auxiliary Scholarship Fund

32. Acceptance of Gifts from the Denton A.
Cooley Foundation, Houston, Texas, and
Various Donors and Establishment of
The Denton A. Cooley, M.D., Professor-
ship in Surgery and Ellglblllty for
Matching Funds Under the Texas Eminent
Scholars Program

U. T. CANCER CENTER

33. Approval to Accept a Donation of Real
Property Located in Eastland County,
Texas, from Dr. and Mrs. Robert D.
Moreton, Houston, Texas; and Authori-
zation for the Office of Asset Manage-
ment to Negotiate the Sale and for the
Executive Vice Chancellor for Asset
Management to Execute All Documents
Pertaining to the Sale

REAL ESTATE MATTERS
U. T. SAN ANTONIO

1. Kenneth D. and Ada Muller Scholarship
Fund - Report of Sale of an Undivided
Interest in Lot 68 of the River Trail
Subdivision in Kendall County, Texas,
to Ms. Kathwyn Eron Howell, Boerne,
Texas
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U. T. CANCER CENTER

2. (U. T. M.D. Anderson Hospital - Houston):
Estate of Doloras Baumgard, Deceased,
Nederland, Texas - Authorization for
the Office of Asset Management to Sell
Real Property Being Lots 2 and 3,

Block &1, Alvord, Wise County, Texas;
and Authorization for the Executive
Vice Chancellor for Asset Management
to Execute Deeds Pertaining to the
Sale

Intellectual Property
U. T. AUSTIN

1. Approval of General Operating Policy
for the Center for Technology Devel-
opment and Transfer (CTDT)

Approval of Settlement Agreement with
Texas Brands Corporation, a North
Carolina Corporation, Regarding Their
Trademark Application for the Mark
"Texas and Design"

Other Matters

U. T. BOARD OF REGENTS

1. Regents' Rules and Requlations, Part
' Two: Amendments to Chapter I, Sec-

tion 1 (Gifts to The University of
Texas System)

U. T. EL PASO
2. Frank B. Cotton Trust: Report on Cur-
rent Status of Land Trade Negotiations
with Lado Compania Naviera, S.A.,
Athens, Greece, as Authorized by the
U. T. Board of Regents on April 12, 1984
ITEM FOR THE RECGRD
U. T. AUSTIN

College of Liberal Arts Foundation Advisory
Council: Acceptance of Membership

REPORT OF BOARD FOR LEASE OF UNIVERSITY LANDS
OTHER MATTERS
U. T. BOARD OF REGENTS

1. Status Report by Regent Milburn on Women
in Administration in the U. T. System

U. T. AUSTIN

2. Expression of Congratulations to Lady
Longhorns Cross Country Team

SCHEDULED MEETING
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EXECUTIVE SESSION OF THE BOARD OF REGENTS
U. T. HEALTH SCIENCE CENTER - DALLAS

1. Settlement of Medical Malpractice
Litigation =-- Donnie Vanderburg, et al

U. T. MEDICAL BRANCH - GALVESTON

Settlement of Medical Malpractice
Litigation -- Ginny Grantland, et al

Settlement of Medical Malpractice
Litigation -- Preston M. Sifford, et al

SAN ANTONIO

Lutcher Center: Consideration of the
Development and Negotiated Sale of
Real Property in Bexar County, Texas

SYSTEM

Consideration of Matters Relating to

the Appointment of a Person with Special
Responsibilities for Clinical and
Research Consultation to the Executive
Vice Chancellor for Health Affairs




MEETING NO. 822

THURSDAY, DECEMBER 4, 1986.--The members of the Board of Regents
of The University of Texas System convened in regular session
at 1:25 p.m. on Thursday, December 4, 1986, in Room 1.208 of
the Nursing School Building at The University of Texas Health
Science Center at San Antonio, San Antonio, Texas, with the
following in attendance:

ATTENDANCE . ==

Present.

Chairman Hay, presiding
Vice-Chairman Baldwin
Vice=-Chairman Ratliff
Regent Blanton

Regent (Mrs.) Briscoe
Regent (Mrs.) Milburn
Regent Rhodes

Regent Roden

Regent Yzaguirre

Executive Sacretary Dilly

- - Chancellor Mark
Executive Vice Chancellor Duncan
Executive Vice Chancellor Mullins
Executive Vice Chancellor Patrick

Chairman Hay announced a quorum present and called the meeting
to order.

WELCOME BY JOHN P. HOWE III, M.D., PRESIDENT OF THE UNIVERSITY
OF TEXAS HEALTH SCIENCE CENTER AT SAN ANTONIO.--Chairman Hay
stated that the Board was pleased to be meeting in San Antonioc
and then called on John P. Howe III, M.D., President of The
University of Texas Health Science Center at San Antonio (the
host institution).

On behalf of the faculty, staff and students of the U. T.
Health Science Center - San Antonio, President Howe welcomed
the members of the Board and other guests to San Antonio. 1In
view of the Regents' full agenda, President Howe elected to
forego the usual institutional presentation.

U. T. BOARD OF REGENTS: APPROVAL OF MINUTES OF REGULAR MEETING
HELD ON OCTOBER 9, 1986.--Upon motion of Vice-Chairman Ratliff,
seconded by Vice-Chairman Baldwin, the Minutes of the regular
meeting of the Board of Regents of The University of Texas
System held on October 9, 1986, in Dallas, Texas, were approved
as distributed by the Executive Secretary. The official copy of
these Minutes is recorded in the Permanent Minutes, Volume XXXIV,

Pages 1 - 752.




INTRODUCTION OF FACULTY AND STUDENT REPRESENTATIVES. -—Cﬁalrma
Hay called on the chief administrative officers of the component
institutions to introduce their respective faculty and student

representatives and other guests:

U. T. Arlington

President Nedderman introduéed:

Faculty Representative:

Student Representative:

T. E1 Paso

President Monroe introduced:

Faculty Representative:

Student Representative:

U. T. Permian Basin

President Leach introduced:

Student Representative:

T. San Antonio

President Wagener introduced:

Faculty Representative:

Student Representative:

Jack Gibson, Chairman
Faculty Senate

. Michael Rupe, City

Editor, Student
Publications

Robert Tollen
Chairman=-Elect
Faculty Senate

Deanna Sue Nasser
President, Student
Assoclation

Robert Weyand, Presi-
dent, Student Senate

Townsend W. Bowling
Assistant Professor,
Division of Foreign
Languages, College
of Fine Arts and
Humanities

Diana Stork, Air
Force ROTC, Junior
Bioclecgy Major

T. Institute of Texan Cultures - San Antonio

Interim Executive Director McGiffert introduced:

Staff Representatives:

Mr. Thomas H. Guderjan

Director of Exhibits

Mr. Robert G. Brodeur,

Business Manager/
Budget Officer
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U. T. Medical Branch - Galveston

President Levin introduced:

Faculty Representative: Dr. John Papaconstanin
Director of Cell
Biology, Department
of Human Biological
Chemistry and
Genetics

Student Representative: Ms. Ruth Bernstein

Fourth Year Medical
Student

T. Health Science Center - Houston

President Bulger introduced:
Faculty Representative: Dr. John E. Scanlon

Professor of Medical
Zoology

T. Health Scilience Center - San Antonio

President Howe introduced:

Faculty Representative: Ms. Karin J. Barnes
Assistant Professor,
Department of
Occupational Therapy

Student Representative:’ Ms. Ann Laros, MS II
Second Year
Medical Student

T. Cancer Center

President LeMaistre introduced:
Faculty Representative: Charles B. McCall, M.D.

Vice President for
Patient Affairs

U. T. Health Center - Tyler

Director Hurst introduced:

Faculty Representative: James Crutcher, M.D.
Director, Family
Practice Residency
Program




SPECIAL ITEMS

U. T. Board of Regents: Approval of Resolution Amending
Resolution Authorizing Permanent University Fund Variable
Rate Notes, Series A; Authorization for Execution and
Delivery of an Amended and Restated Credit Agreement and
Promissory Note; and Authorization for Executive Vice
Chancellor for Asset Management to Execute Such Documents
as May Be Required Related to the Agreement and Note,--
Executive Vice Chancellor for Asset Management Patrick
reported that at its December 1985 meeting, the Board
approved a Credit Agreement with MBank Dallas, National
Association, Dallas, Texas, concurrent with its approval
of the Permanent University Fund Variable Rate Notes,
Series A. The purpose of that Agreement was to enable
the Board to borrow funds on short notice with which to
repay maturing Notes put to the Board in the event of a
failure to remarket the Notes by Goldman Sachs & Co.,

New York, New York. The Notes were rated Aa based upon
the credit strength of the PUF and VMIG-1 ("best qual-
ity") reflecting MBank Dallas P-1 short term credit
rating.

On October 24, 1986, Moody's Investors Service informed
the Office of Asset Management that it had downgraded
its short term rating on MBank Dallas from P-1 to P=2.
Correspondingly, it also had downgraded its rating on
the Notes to Aa/VMIG-2. The downgrading immediately
eliminated the 50% of the market constituting those
institutional investors which by law or by policy were
precluded from purchasing VMIG-2 rated paper. As a
result, Goldman has been unable to remarket the Notes
consistently (only then at a premium of .25%) and has
purchased all unremarketed Notes for its own portfolio.

In order to restore the VMIG-1 rating, the Office of
Asset Management requested Morgan Guaranty Trust Company
of New York, New York, New York ("Morgan") to substitute
for MBank Dallas in providing the $109,000,000 credit
commitment. Morgan, as a P-1 rated bank, is the only

U. 5. bank retaining a Aaa long term credit rating.

In addition, as managing underwriter for the Permanent
University Fund Refunding Bonds, Morgan was familiar
with the lien structure of the PUF and thus capalkle of
finalizing an agreement by the December meeting of the
U. T. Board of Regents. Moody's has confirmed that the
substitution of Morgan for MBank Dallas would result in
the reinstatement of the VMIG-1 rating.

Following this report and without objection, the Board:

a. Approved the Resolution set out on Pages 6 - 8
amending the Resolution autherizing Permanent
University Fund Variable Rate Notes, Series A

Approved and authorized the execution and
delivery of an Amended and Restated Credit
Agreement and Promissory Note as set out on
Pages 9 -~ 76.




With this approval, the Board noted the following substan-
tive changes from the original agreement:

(1) Substitution of Morgan Guaranty Trust Company
of New York, New York, New 'York, for MBank
Dallas, National Association, Dallas, Texas,
as the credit bank

Elimination of the role of agent {formerly
performed by MBank Austin, National Associa-
tion, Austin, Texas) and associated agent's
fee

Extension of the term loan conversion date
and final maturity date by one year

Increase in the commitment fee from 0.20% pex
annum to 0.25% per annum

Conversion from a tax exempt equivalent
interest rate to a taxable rate as follows:

Original Amended

1-3

aj

90% of the 13 week U.S. T Bill
Rate (discounted), for the
first 90 dollar days

Prime or
Adjusted CD
+ 1/2%

b) 130% of the 13 week U.S. T Bill
Rate (discounted) thereafter

Prime + 1/8%
or Adjusted
CD + 5/8%

135% of the 13 week U.S. T Bill
Rate (discounted)

Prime + 1/4%
or Adjusted
CD + 3/4%

135% of the 13 week U.S. T Bill
Rate (discounted) :

Prime + 3/8%
or Adjusted
CD + 7/8%

1359 of the 13 week U.S. T Bill
Rate (discounted)

(The conversion to a taxable rate is attributable to the
Tax Reform Act of 1986, which eliminated the interest
deduction for borrowings of banks to fund tax exempt
obligations and imposed inordinately complex "no
arbitrage” regulations on variable rate obligations.)

Elimination of the provision to compensate
Holders in the event interest income on the
Promissory Note is deemed to be taxable

(6)

Insertion of standard provisions to reim-
burse the Bank for (a) funding losses in
the event the Board was to break a CD based
advance, and (b) reduced yields resulting
from changes in applicable laws by a govern-
mental authority, central bank or agency.
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RESOLUTION AMENDING RESOLUTION AUTHORIZING
THE BOARD'S PERMANENT UNIVERSITY FUND VARIABLE RATE NOTES,
SERIES A AND AUTHORIZING EXECUTION AND DELIVERY
OF AN AMENDED AND RESTATED CREDIT AGREEMENT
AND "A PROMISSORY NOTE

WHEREAS, pursuant to a resolution, adopted December 5,
1985 (the "Original Resclution”), the Board has authorized
the issuance of obligations pursuant to the provisions of
Section 18 of Article VII of the Constitution of the State
of Texas, Article 717q, V.A.T.C.S., as amended and Chapter
919, Acts of the €9th Legislature, Reqular Session, 1985
(codified as Section 65.46, Texas Education Code), in an
aggregate principal amount not to exceed One Hundred Nine
Million Dollars ($109,000,000)}) to provide interim financing
to pay Project Costs for Eligible Projects (as such terms
are defined in the Original Resolution), and has authorized
such obligations to be evidenced by Notes (as defined in the
Original Resclution), including Project Notes and a
Promissory Note (as such terms are defined in said Original
Resolution); and :

WHEREAS, pursuant to the Credit Agreement (the "Orig-
inal Credit Agreement") dated as of December 16, 1935, among
the Board, MBank Dallas, National Association ("MBank
Dallas") and MBank Austin, National Associatien ("MBank
Austin"), MBank Dallas agreed to make certain loans to the
Board in amounts up to, but not exceeding $109,000,000, such
loans to be made to enable the Board to refund Project
Notes, including interest thereon; and

WHEREAS, MBank Dallas no longer enjoys a credit rating
sufficiently high to support the remarketing of the Project
Notes pursuant to their terms, making it necessary to
replace MBank Dallas as the Credit Bank under Original

Credit Agreement; and

WHEREAS, Morgan Guaranty Trust Company of New York
("Morgan") and the Board have agreed to amenéd and restate
the Original Credit Agreement in the manner herein precvided;
and

WHEREAS, MBank Dallas and MBank Austin have agreed to
resign and be discharged as Credit Bank and Agent respec-
tively; and

WHEREAS, the obligations of the Board under the
Original Credit Agreement were evidenced by a Promissory
Note issued pursuant to the 1984 Constitutional Amendment,
as defined in the Original Credit Agreement, and in order to
evidence the obligations of the Beoard under the Original
Credit Agreement as amended pursuant to the provisicns of




this Resolution (the "Agreement") it is necessary to amend
the provisions of the Promissory Note:

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

Section 1. Defined Terms. Unless otherwise defined
herein, the terms used herein shall have the meaning given
to such terms in the Original Resolution.

Section 2. Restated Agreement. The amendment and re-
statement of the Original Credit Agreement is hereby au-
thorized and the Amended and Restated Credit Agreement (the
"Restated Agreement") substantially in the form attached
hereto is hereby approved, and shall be entered into with
Morgan. The form of Revolving Note contained in the Agree-
ment and designated "Board of Regents of The University of
Texas System Credit Agreement Promissory Note" (the
"Promissory Note") is alsc approved, including the interest
rate to be determined as set forth therein and in the
Restated Agreement. The Executive Vice Chancellor for Asset
Management and the Executive Secretary of the Board are
hereby authorized to execute and deliver the Restated
Agreement and the Chairman of the Board and the Executive
Secretary of the Board are hereby authorized and directed to
execute and deliver the Promissory Note and "any other
documents called for thereunder and the Executive Secretary
of the Board is authorized to place the Board seal on such
instruments. It is further provided that Section 2.05 of
the Original Resolution is hereby amended by this Section.

Section 3. Promissory Note. Under and pursuant to
authority granted by the Original Resolution, this
Resolution and the Restated Agreement, the Promissory Note
is hereby authorized to refund outstanding Notes and
interest thereon in accordance with the terms of the

Original Resolution as amended by this Resolution, the
Restated Agreement and the form of Promissory Note set forth
in Exhibit A to the Restated Agreement. It 1is further
provided that Section 2.06 of the Original Resclution is
hereby amended by this Section.

Section 4. Additional Actions. The Chairman of the
Board, the Executive Secretary of the Board, the Authorized
Representatives and the other officers of the Board are
hereby authorized and directed, jointly and severally, to dc
any and all things and to execute and deliver any and all
documents which they may deem necessarv or advisable in
order to eXxecute, deliver and perform the Board's
obligations under the Restated Agreement and Promissory Note
and to consummate the issuance, sale, and delivery of Notes
and otherwise to effectuate the purposes of this Resolution
and the Original Resolution, as amended, the Restated
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Agreement, the Remarketing Agreement, the Trust Agreement,
and the Issuing and Paying Agent Agreement. In addition,
the Chairman of the Board, General Counsel to the Systen,
and Bond Counsel are hereby authorized tec approve,
subsequent to the date of the adoption of this Resolution,
any amendments to the Restated Agreement, and any technical
amendments to this Resolution as may be required by Moody's
or Standard & Poor's, as a condition to the granting of
maintenance of a rating on the Project Notes.

Section 5. Supplemental Resolutions, Other than as
permitted in Section 6.10 of the Original Resolution with
respect to the issuance of additional obligations of the
Board secured by the Interest of the University in the
Available University Fund, the Board will not adopt any
supplemental resolutions, pursuant to the Original
Resolution or this Resolution or otherwise, without, to the
extent required by the Restated Agreement, the consent of
Morgan.

Section 6. Project Notes to Remain Tax Exempt.
Section 6.06 of the Original Resoclutlon is hereby amended by
substituting the term "Project Notes" for the term "Notes"
each time it appears.

Section 7. Original Resclution in Effect. Other than
as provided by this Resolution, the provisions of the
Original Resolution are not modified, amended or altered and
shall remain in full force and effect and are hereby
reaffirmed as of the date of adoption of this Resolution.

ADOPTED this December 4, 1986,

Wartord”

Chairman, Board of Regents

Executive Secreta
Board of Regents

(SEAL)
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AMENDED AND RESTATED
CREDIT AGREEMENT

This Credit Agreement is effective and dated as of
December 5, 1986, bLbetween the BOARD OCF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM (the "Board"), AND MORGAN
GUARANTY TRUST COMPANY OF NEW YORK.

WITNEGSSET H:

WHEREAS, The University of Texas System (hereinafter
sometimes referred to as the "System") is governed by the
Board; and

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

WHEREAS, an amendment to Section 18 of Article VII of
the Texas Constitution, adopted by vote of the pecople of
Texas on November 6, 1984 (the. "1984 Constitutional
Amendment") authorizes the Board to issue bonds -and rotes
not to exceed 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 (hereinafter
defined) at the time of issuance thereof, and to pledge all
or any part of 1its two-thirds (2/3) interest in the
"Available University Fund" (hereinaftur defined) to secure
the payment of the principal and interest of those bonds and
notes, for the purpose of acquiring land either with or
withecut permanent improvements, constructing and equipping
buildings or other permanent improvements, major repair and
rehabilitation of buildings and other permanent improve-
ments, acquiring capital equipment and library books and
library materials, and refunding bonds or notes issued under
the 1984 Constitutional Amendment or prior law, at or for
System administration and certain component institutions of
the System; and

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

WHEREAS, pursuant to its resolution, adopted December
5, 1985 (the "Original Resolution"), the Board has
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authorized the issuance of obligatiens in an aggregate
principal amount not to exceed One Hundred Nine Million
Dollars ($109,000,000) to provide interim financing to pay
Project Costs for Eligible Projects (as such terms are
hereinafter defined); and has authorized such obligations to
be evidenced by Notes (hereinafter defined), and to
refinance, renew, or refund Notes including interest thereon
including Commercial Paper Notes, Variable Rate Notes, and a
Promissory Note (as such terms are defined in said Original
Resolution) in an aggregate principal amount not to exceed
One Hundred Nine Million Deollars ($109,000,000) at any one
time outstanding; and '

WHEREAS, pursuant to the Credit Agreement (the "Origi=-
nal Credit Agreement") dated as of December 16, 1985, among
the Board, MBank Dallas, National Association {"MBank
Dallas") and MBank Austin, National Association ("MBank
Austin"), MBank Dallas agreed tc make certain loans to the
Board in amounts up to, but not exceeding, $109,000,000,
such loans to be made to enable the Board to Refund Project
Notes, including interest thereon; and

WHEREAS, on the date hereof the Board has agreed to
discharge MBank Dallas and MBank Austin from all obligations
under the Original Credit Agreement; and

WHEREAS, the Board and the Bank desire to amend and
restate the Original Credit Agreement in the manner herein
provided;

NOW THEREFORE, the parties hereto agree as follows:
ARTICLE I
DEFINITIONS

Section 1.01. Definitions. The terms defined below

have the following meanings when used herein unless the
context shall indicate a contrary meaning:

"Acts" shall mean, collectively, Article 717q,
V.A.T.C.S., as amended, and Chapter 919, Acts of the 69th
Legislature, Regular Session, 1985 (codified as Section
65.46, Texas Education Code).

"advance" shall mean a Prime Advance or a CD Advance
and "Advances" shall mean Prime Advances or CD Advances or
both.

"adjusted CD Rate" shall mean Adjusted CD Rate as
defined in Section 2.04(b).

"pasesament Rate" shall mean Assessment Rate as defined
in Section 2.04(b).
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"Agreement" shall mean this Amended and Restated Credit
Agreement, as from time to time amended or supplemented.

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

"Available Bank Loan Commitment" shall mean, with
respect to Bank and at any date, the Bank Loan Commitment
less the aggregate principal amount of Advances made by Bank
to the Board.

"Available University Fund" shall mean, 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" shall mean Morgan Guaranty Trust Company of New
York or its herein permitted successors or assigns.

"Bank Loan Commitment®™ shall mean One Hundred Nine
Million Dollars ($109,000,000), being the maximum principal
amount for which Bank is committed to make Advances, as such
amount may be reduced pursuant to subsection 2.06 hereof.

"Board of Regents" or "Board" shall mean the Board of
Regents of The University of Texas System.

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

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

"CD Advance" shall mean an Advance to be made as a CD
Advance pursuant to the applicable Notice of Advance.

"CD Base Rate" shall mean CD Base Rate as defined in
Section 2.04(b).

"CD Margin" shall mean CD Margin as defined in Section
2.04(b).

"Code" shall mean the Internal Revenue Code of 1986, as
amended frem time to time, and when reference is made to a
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particular section thereof, the applicable Treasury
Regulations from time to time promulgated or proposed
thereunder.

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

"Commitment Reduction Date” shall mean the first day of
each January, April, July and October of each year, commenc-
ing on the second such day after the Term Loan Conversion
Date, to and incliuding the Maturity Date.

"Constitutional Amendment" shall mean the 1984
Constitutional Amendment, and any amendment  thereto
hereafter approved by the voters of the State of Texas.

"Constitutional Amendment Bond Resolution" shall mean
any resolution authorizing the issuance cf the
Constitutional Amendment Beonds.

"Constitutional Amendment Bonds" shall mean the Series
1985 Bonds and any additional bonds and notes, including.
refunding bonds and notes, issued on a parity with the
Series 1985 Bonds pursuant to the Constitutional Amendment,
but not including the Notes and any Short Term Obligations
not issued on a parity with the Series 1985 Bonds.

"Dealer" or "Remarketing Agent" shall mean the dealer
or remarketing agent selected from time to time by the Board
to remarket the Project Notes in accordance with Section
5.04 of the Original Resolution. The initial Dealer shall
be Goldman, Sachs & Co. :

"Default" or "Event of Default" shall mean any of the
events described in Section 8.01 hereof.

"Domestic Reserve Percentage" shall mean Domestic
Reserve Percentage as defined in Section 2.04(b).

"Effective Date" shall mean the Effective Date as
‘defined in Section 3.01.

"Eligible Project" shall mean the acquisition of land
geither with or without permanent improvements, the
construction and equipping of buildings or other permanent
improvements, major repair and rehabilitation of buildings
and other permanent improvements, the acquisition of capital
equipment and 1library books and library materials, and
refunding bonds or notes issued under the Constitutional
Amendment or prior law (law in effect prior to November 6,
1984). The term "Eligible Project" shall not include the
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construction, equipping, repairing or rehabilitating of
buildings or other permanent improvements that are to be
used for student housing, intercollegiate athletics, or
auxiliary enterprises.

"Fiscal Year" shall mean the twelve-month operational
pericd of the Fund commencing on September 1 of each year
and ending on the following Augqust 31.

"Fixed CD Rate" shall mean Fixed CD Rate as defined in
Secticn 2.04(b).

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

"Holder" shall mean Bank and any other holder of the
Promissory Note or any entity to which the Bank or any such
other holder sells a participation in the Promissory Note
(whether or not the Board was given notice of such sale and
whether or not the Holder has an interest in the Promissory
Note at the time amounts are payable to such Helder
thereunder and wunder this Agreement) and any affiliated
group (within the meaning of Section 1504 of the Code or any
successor section thereto) of which any Holder is a member.

"Interest of the University" and "Interect" in the
Available University Fund shall mean, with respect to the
Constitutional Amendment Bonds, the System's two=thirds
interest in the Available University Fund.

"Interest Period" shall mean: (1) with respect to each
CD Advance, the pericd commencing on the date of such Ad-
vance and ending 30, 60, 90 or 180 days thereafter, as the
Authorized Representative may elect in the applicable Notice
cf Advance; provided that:

(a) any Interest Period which begins before the
first Commitment Reduction Date and would otherwise end
after the first Commitment Reduction Date shall end on
the first Commitment Reduction Date; and

(b) if any Interest Period includes a date on
which a payment of principal of the Advances is
regquired to be made undei Section 2.06 but does not end
on such date, then (i) the principal amount (if any) of
each CD Advance required to be repaid on such date
shall have an Interest Period ending on such date and
(ii) the remainder (if any) of each such CD Advance
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shall have an Interest Period determined as set forth
above; and

(2) with respect to each Prime Advance, the period com-
mencing on the date of such Advance and ending 30 days
thereafter; provided that:

(a) any Interest Pericd which begins before the
first Commitment Reduction Date and would otherwise end
after the first Commitment Reduciton Date shall end on
the first Commitment Reduction Date; and

(b) if any Interest Period includes a date on
which a payment of principal ¢f the Advances is
required to be made under Section 2.06 but does not end
on such date, then (i) the principal amount (if any) of
each Prime Advance required to be repaid on such date
shall have an Interest Period ending on such date and
(ii) the remainder (if any) of each such Prime Advance
shall have an Interest Period determined as set forth
above, ’

"Interest Recapture" shall mean as of any date the
cumulative amount by which the amount of interest accrued
. and payable as of such date in respect of all Advances made
and repaid or prepaid prior to such date is, as a result of
the limitations contained herein on the rate or amount of
interest which may be charged or collected hereunder, less
than the cumulative amcunt thereof which would have
otherwise accrued and been payable thereon at the rate
determined under Section 2.04 (other than the provisions of
subsection (d) therecf), but only to the extent that such
deficiency has not been recovered by the Bank pursuant to
clause (y) of Section 2.04(d)(ii).

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

"Lending Office"™ shall mean, as to the Bank, its office
located at its address set forth on the signature pages
hereof or such other ocffice as the Bank may hereafter desig-
nate as its Lending Office by notice to the Board.

"Maturity Date" shall mean the date seven years after
the first Commitment Reductien Date.

"Maximum Interest Rate" shall mean the lesser of (a)
the maximum nonusuriocus rate of interest permitted to ke
charged by applicable federal or Texas law (whichever shall
permit the higher lawful rate) from time to time in effect
and (b) the maximum net effective interest rate permitted by
law to be paid on obligations issued or incurred by the
Board in the exercise of its borrowing powers (currently
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prescribed by Article 717k-2, V.A.T.C.S., as amended, or any
successor provision).

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

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

"Notice of Advance" shall mean a written borrowing
request in substantially the form of Exhibit "B" attached
hereto, with appropriate completions, executed by an
Authorized Representative, which requests an Advance.

"Note"™ or "Notes" shall mean the evidences of
indebtedness authorized to be issued and at any time
cutstanding pursuant to the Resolutrtion and shall include
Commercial Paper Notes, Variable Rate Notes, or the
Promissory Note, as appropriate.

"Notice of Default" shall mean a notice of a Default or
an Event of Default under this Agreement.

"Ooriginal  Reseolution" shall mean the Original
Resclution as defined in the Preamble to this 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, 1lla,
15 and 18 of the Texas Constitution, as currently or
hereafter amended, and further implemented by the provisions
of Chapter 66, Texas Education Cede.

- "Permanent University Fund Obligations" shall mean,
collectively, all bonds or notes of the Board or the Bcard
of Regents of The Texas A&M University System heretofore or
hereafter issued and delivered pursuant to the provisions of
the Constitutional Amendment, including without limitation
the Promissory Note, payable from and secured by a lien on
and pledge of income from the Permanent University Fund.

" "Person" shall meidn an individual, a corporation, a
partnership, an association, a trust or any other entity or
organization, including a governmental or political
subdivision or an agency or instrumentality thereof.

"Prime Advance" shall mean an Advance to be made as a
Prime Advance pursuant to the applicable Notice o¢of Advance
or Article IX.
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"Prime Rate" shall mean the rate of interest publicly
announced by Morgan Guaranty Trust Company of New York in
New York City from time to time as its Prime Rate.

"Principal and Interest Requirements" shall mean, with
respect to any Fiscal Year, the amounts of principal of and
interest on Fund Priority Obligations, Notes and Short Term
Cbligations scheduled to be paid in such Fiscal Year from
the Interest of The University in the Available University
Fund. For purposes hereof, amortization of principal (a)
with respect to Short Term Obligations shall be based on
average annual amortization over the term of the obligation
in question and (b) with respect to the Notes, shall be
based upon the repayment of principal amounts required under
the Promissory Note and Sections 2.01(d) and 2.06 of this
Agreement, assuming for purposes o¢f such calculation that
the full amount of the Bank Loan Commitment has been or will
be converted to the Term Loan on the Term Loan Conversion
Date. If the rate or rates of interest to be borne by any
Fund Priority Cbligations, Notes, or Short Term Obligations
is not fixed, but is wvariable or adjustable by any formula,
agreement, or otherwise, and therefore cannot be calculated
as actually being scheduled to be paid in a particular
amount for any particular period, then for the purposes of
the previous sentence such Fund Priority Obligations, Notes,
or Short Term Obligations shall be deemed to bear interest
at all times to maturity or due date at the annual rate
equal to (A) with respect to Short Term Obligations and Fund
Priority Obligations, the lesser of (i) the maximum rate
then permitted by law, or (ii) the maximum rate specified
therein to be borne by such Fund Pricrity Obligations or
Short Term Cbligations during the next Fiscal Year and (B)
with respect to the Notes, the lesser of (i) the maximum
rate then permitted by law, or (ii) 12%.

"Project Costs" shall mean all costs and expenses
incurred in relation to Eligible Prejects, including without
limitation design, planning, engineering and legal costs,
acgquisition costs of land, interests in land, right-of-way
and easements, construction costs, costas of machinery,
equipment, and other capital assets incident and related to
the c¢peratien, maintenance, and administration of an
Eligible Project, and financing costs, including interest
during construction and thereafter, underwriter's discount
and/or fees, legal, financial, and other professiocnal
services, and reimbursement for such Project Costs
attributable to Eligible Precjects incurred prior to the
issuance of any Project Notes.

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

"Promissory Note"” shall mean the refunding promisscry
bond issued pursuant to the provisions of the Resolution and
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this Agreement in evidence of Advances made by the Bank
under this Agreement to refund a Project Note or Project
Notes, such refunding promissory bond to be in substantially
the form of Exhibit "A" attached hereto, with appropriate
completions, and any and all renewals, extensions or
modifications thereof. The Promissory Note is the
"Revolving Note" referred to in the Resolution.

"Repayment Advance" shall mean an Advance which, after
application of the proceeds thereof, results in no net in-
crease in the outstanding principal amount of Advances made
by the Bank.

"Resolution" shall mean the Original Resclution of the
Board, adopted on December 5, 1985, relating to the issuance
of the Project Notes and the Supplemental Resolution adopted
by the Board on December 4, 1986 authorizing this Agreement
and the Promissory Note.

"Revolving Credit Period" shall mean the period from
the Effective Date to but not including the Term Loan
Conversion Date.

"Series 1985 Bonds" shall have the meaning set forth on
page 1 of this Agreement. .

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

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

"Supplemental Resolution" shall mean the Resolution of
the Board adeopted December 4, 1986 authorizing this
Agreement and the Promissory Note.

"Term Loan" shall mean the Advances evidenced by the
Promissory Note from, after, and including the Term Loan
Conversion Date.

“Term Loan Conversion Date" shall mean January 1, 1990
cr such later date, if any, as may be agreed to pursuant to
Section 2.12(a) hereof.

"Variable Rate Note" shall mean a Note issued pursuant
to the provisions of the Resolution, having the terms and
characteristics specified in Secticn 2.04 and Articles III
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and IV of the Original Resclution and in substantially the
form described in Section 2.07(b) of the Original Resolution
the interest rate on which is adjusted from time te time in
accordance with Article III thereof.

Section 1.02. Incorporation of Certain Definitions by
Reference. Any terms with an initial capital letter which
are used herein and which are not otherwise defined herein
shall have the meanings assigned to them in the Resolution
as in effect on the Effective Date unless the context shall
indicate a contrary meaning.

Section 1.03. Accounting Terms. 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 Sectioen 61.065 of the Texas
Education Code. '

ARTICLE II
REVOLVING CREDIT

Section 2.01. (a) Commitment to Lend. Bank agrees
that it will, during the Revolving Credit Period, on the
terms and conditions set forth in this Agreement, lend 'to
the Beoard from time to time amounts up to, but not to ex-
ceed, an aggregate principal amount at any one time out-
standing equal to the Bank Loan Commitment. Each Advance
hereunder shall be made in such amount as may be requested
by an Authorized Representative to refund amounts due under
one or more Project Notes, including any amounts payable as
a result of the exercise of any demand provision contained
in the Project Notes. All Advances other than Repayment
Advances made pursuant tec this Section 2.0l1(a) shall ini-
tially be Prime Advances and Repayment Advances may be ei-
ther Prime Advances or CD Advances. Within the foregoing
limits, the Board may borrow under this Section 2.01(a),
prepay under Section 2.07 and reborrow under this Section
2.01(a) at any time and from time to time during the Revolv-
ing Credit Period.

(b) After Revolving Credit Period. After the Revolv-
ing Credit Period the Bank agrees, on the terms and con-
ditions set forth in this Agreement, to make a new Advance
to the Beard upon the repayment of an outstanding Advance
pursuant to Section 2.0l1(d) or any opticnal prepayment of an
ocutstanding Advance pursuant to Section 2.07; provided that
the principal amount of the Bank's new Advance shall not
exceed the principal amount of its outstanding Advance being
repaid or prepaid; and provided further that the aggregate
principal amcunt of the Bank' s outstanding Advances shall at
no time exceed the Bank Loan Commitment. Amounts required
to be repaid pursuant to Section 2.06 shall not be
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reborrowed. The Advances made pursuant to this Section
2.01(b) may be Prime Advances or CD Advances.

(c) Consolidation of Outstanding Advances. On the
first Ccmmitment Reduction Date the Bank's outstanding
Advances shall be consolidated into a single Advance and
thereafter there shall be no more than one Advance
outstanding hereunder at any time. If any combination of CD
Advances or Prime Advances are outstanding immediately prior
to the first Commitment Reduction Date, the Board shall
borrow new Advances of one type on such date to the extent
required to refund its outstanding Advances of the other

type.

/
(d) Maturity of Advances. Each Advance shall mature,
and the principal amount thereof shall be due and payable,
on the last day of the Interest Period applicable thereto.

Section 2.02. Method of Borrowing. .-

(a) Each Advance shall be made to the Board (or as
directed by it) pursuant to its borrowing request made to
the Bank as prescribed in this Section 2.02, which request
shall be so made not later than 2:15 p.m. (local time in New
York, New York) on the date of the proposed Advance, which
date shall be a Business Day. A reqgueat for an Advance
shall be made to the Bank by delivery or telecopy of a
completed and signed Notice of Advance or by telephconic
notice confirmed as soon as possible by delivery or telecopy
of a completed and signed Notice of Advance, provided that
the Advance shall not be conditioned upon the receipt of the
confirming Notice of Advance.

(b) Each Notice o¢f Advance, whether by telephone,
telecopy or in writing, requesting an Advance shall specify
therein:

(i) the date of such Advance, which shall be a
Business Day,

{ii) the amount of such Advance,

{iii) whether such Advance is to be a CD Advance or
a Prime Advance, and

(iv) in the case of a CD Advance, the duration of
the Interest Period applicable thereto, subject to the
provisions of the definition of Interest Peried.

{(c) If the Bank makes a new Advance hereunder on a day
on which the Board is to repay all or any part of an out-
standing Advance from the Bank, the Bank shall apply the
proceeds of its new Advance to make such repayment and only
an amount equal to the difference (if any) between the
amount being borrowed and the amount being repaid shall be

11




made available by the Bank as provided in subsection (d) of
this Section, or remitted by the Board as provided in Sec-
tion 2.08, as the case may be.

(d) Upon receipt by the Bank of the Notice of Advance,
the Board's request for an Advance as therein set out shall
not be revocable by the Board. At or prior to 3:00 p.m.
(local time in New York, New York) on the date for which the
Advance is requested, except as provided in subsection (c¢)
above, and subject to satisfaction of the applicable
conditions set forth in Section 3.02, Bank shall make
available, in Federal or other immediately available funds,
to the Paying Agent the funds necessary for such Advance,
for the account of the holders of Project Notes, as directed
by the Board in its Notice of Advance.

Section 2.03. Promissory Note, {a) The Advances of
the Bank shall be evidenced by a single Promissory Note pay-
able to the order of the Bank for the account of its Lending
Cffice in a principal amount egual to the aggregate unpaid
principal amount of the Bank's Advances. The Promissory
Note shall bear interest and shall be due and payable on the
dates, in the amounts and under the circumstances set forth
herein with respect to the Advances and in the Promissory
Note. :

{({b) The Bank shall record, and prior to any transfer
of the Promissory Note shall endorse on the schedules form-
ing a part thereof appropriate notations to evidence, the
date, amount and maturity of each Advance made by it and the
date and amount of each payment of principal made by the
Board with respect thereto; provided that the failure of the
Bank tc make any such recordation or endorsement shall not
affect the obligations of the Board hereunder or under the
Promissory Note. The Bank is hereby irrevocably authorized
by the Board so to endorse the Promissory Note and to attach
to and make a part of the Promissory Note a continuation of
any such schedule as and when required.

Section 2.04. Interegst Rates. (a) Each Prime Advance
shall bear interest on the outstanding principal amount
thereof, for each day from the date such Advance is made
until it becomes due, at a rate per annum equal to (i) the
Prime Rate for such day, if such day falls prior to the Term
Loan Conversion Date; (ii) the sum of 1/8 of 1% plus the
Prime Rate for such day, if such day falls on or after the
Term Loan Conversion Date and prior to the third anniversary
of the Term Loan Conversion Date; (iii) the sum of 1/4 of 1%
plus the Prime Rate for such day, if such day falls on or
after the third anniversary of the Term Loan Conversion Date
and prior to the fifth anniversary of the Term Loan
Conversion Date; and (iv) the sum of 3/8 of 1% plus the
Prime Rate for such day if such day falls on or after the
fifth anniversary of the Term Loan Conversion Date. Such
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interest shall be payable for each Interest Period on the
last day thereof.

(b) Each CD Advance shall bear interest on the out-
standing principal amount thereof, for the Interest Period
applicable thereto, at a rate per annum equal to the appli-
cable Fixed CD Rate; provided that if any CD Advance or any
portion thereof shall, as a result of clause 1 of the defi-
nition of Interest Period, have an Interest Period of less
than 30 days, such portion shall bear interest during such
Interest Pericd at the rate applicable to Prime Advances
during such period. Such interest shall be payable for each
Interest Period on the last day thereof and, if such Inter-
est Period is longer than 90 days, at intervals of 90 days
after the first day thereof.

The "Fixed CD Rate" applicable to any CD Advance for
any Interest Period means a rate per annum equal to the sum
of the CD Margin plus the applicable Adjusted CD Rate.

"CD Margin" means (i) 1/2 of 1% prior to the Term Loan
Conversion Date; (ii) 5/8 of 1% on and after the Term Loan
Conversion Date and prior to the third anniversary of the
Term Loan Conversion Date; (iii) 3/4 of 1% on and after the
third anniversary of the Term Loan Conversion Date and prior
to the fifth anniversary of the Term Loan Conversion Date;
and (iv) 7/8 of 1% on and after the fifth anniversary of the
Term Loan Conversion Date.

The "Adjusted CD Rate" applicable to any Interest Peri-
od means a rate per annum determined pursuant to the follow-
ing formula:

ACDR = 1*
[ ] + AR
[ .00 - DRP ] -

ACDR
CDER
DRP
AR

Adjusted CD Rate

CD Base Rate

Domestic Reserve Percentage
Assessment Rate

Wuwaeu

* The amount in brackets being rounded upwards, if
necessary, to the next higher 1/100 of 1%

The "CD Base Rate" applicable to any Interest Period is
the rate of interest determined by the Bank to be the pre-
vailing rate per annum bid at 10:00 A.M. (New York City
time) {(or as soon thereafter as practicable) on the first
day of such Interest Period by two or more New York certifi-
cate of deposit dealers of recognized standing for the pur-
chase at face value from Morgan Guaranty Trust Company of
New York of its certificates of deposit in an amount compa-
rable to the unpaid principal amount of the CD Advance of
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the Bank to which such Interest Period applies and having a
maturity comparable to such Interest Period.

"Domestic Reserve Percentage" means for any day that
percentage (expressed &s a decimal) which is in effect on
such day, as prescribed by the Board of Governors of the
Federal Reserve System (or any successor) for determining
the maximum reserve requirement (including without limita-
tion any basic, supplemental or emergency reserves) for a
member bank of the Federal Reserve System in New York City
with deposits exceeding five billion dollars in respect of
new non-personal time deposits in dollars in New York City
having a maturity comparable to the related Interest Period
and in an amcunt of $100,000 or more. The Fixed CD Rate
shall be adjusted automatically on and as of the effective
date of any change in the Domestic Reserve Percentage.

"Assessment Rate" means for any Interest Period the net
annual assessment rate (rounded, if necessary, to the
nearest 1/100 of 17%) actually incurred by Morgan Guaranty
Trust Company of New York to the Federal Deposit Insurance
Corporation (or any successor) for such Corporation's (or
such successor's) insuring time deposits at offices of
Morgan Guaranty Trust Company of New York in the United
States during the most recent period for which such rate has
been determined prior to the commencement of such Interest
Period.

(c) The Bank shall determine each interest rate appli-
cable to the Advances hereunder. The Bank shall give prompt
notice to the Beoard by telex or cable of each rate of inter=-
est so determined, and its determination thereof shall be
conclusive in the absence of manifest error.

(d) Notwithstanding anything contained herein or in
the Promissory Note to the contrary: ~

(i} if the rate or amount of interest applicable
to an outstanding Advance evidenced by the Promissory
Neotea, when calculated or determined under the
provisions hereof, at any time would exceed the Maximum
Interest Rate or would produce an amount which would be
greater than the amount of interest determined at such
rate, then the applicable rate and amcunt of interest
payable in regard to such outstanding Advance shall be
reduced to the Maximum Interest Rate and the amount
determined at a rate per annum equal to the Maximum
Intereat Rate; and

(ii) (x) in the event that the amount of interest
accrued in respect of any Advance as of any date, is as
a result of the limitations contained herein on the
rate or amount of interest which may accrue on such
Advances under the Promissory Note, less than the

14
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amount of interest which would have otherwise accrued
on such Advance as of such date at the rate determined
under +his Section 2.04, (without regard to the
provisions of this Subsection (d)) then the Promissory
Note will continue to bear interest with respect to
such Advance at the Maximum Interest Rate until such
date (or the date such Advance is due andé payable
pursuant to Sections 2.01(d) and 2.06, if earlier) on
which the cumulative amount of interest accrued on the
Promissory Note with respect to such Advance equals the
cumulative amount of interest which would have accrued
thereon in accordance with this Section 2.04 (other
than the provisions of this subsection (d)), at which
date the rate of interest on the Promissory Note with
respect to such Advance shall revert to the rates
otherwise provided for herein; and (y) to the extent
and for such periods (or, if earlier, the Maturity Date
or the first date after the Term Loan Conversion Date
shall occur on which no Advance is outstanding) as is
. necessary for the Bank to obtain the amount of Interest
Recapture as to Advances previously made and repaid or
prepaid, each subsequent Advance made prior to the £full
recovery of the amount of Interest Recapture shall
itself bear interest at the Maximum Interest Rate until
the Bank shall have recovered the full amount- of
Interest Recapture in respect of all prior Advances;
and

(iii) in all events, all interest accruing on or
becoming payable in respect of the Promissory Note or
any Advance evidenced thereby, including not only
amounts so denominated herein but also any other
payment, consideration, value, benefit or other
compensation for the use, forbearance or detention of
money, shall never exceed an amount or produce a rate
in excess of the maximum amount or rate that may
lawfully be contracted for, charged, reserved, received
or paid under applicable law in respect of the
Promissory Note or any such Advance.

(e) Beginning five (5) days after the date any amount
of principal or interest is due under the Promissory Note,
any overdue principal of and, to the extent permitted by
law, overdue interest on, (i) any Prime Advance shall bear
interest, payable on demand, for each day the same is
overdue until paid, at a rate per annum equal to the lesser
of (x) the sum of 1% per annum plus the otherwise applicable
rate for such day, or (y) the Maximum Interest Rate, or (ii)
any CD Advance shall bear interest, payable on demand, for
each day the same is overdue until paid at a rate per annum
equal to the lesser of the (x} sum of 1% plus the higher of
{a) the Fixed CD Rate for the current (or next preceding)
Interest Period and (b} the rate applicable to Prime
Advances for such day and (y) the Maximum Interest Rate.
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(£} Computation of the commitment fee, which is
provided for in Section 2.05 hereof, and; subject to the
last sentence of this Section 2.04(f), of interest on Ad-
vances based on the Prime Rate shall be made on the basis of
a year of 365 or 366 days, as the case may be, applied to
and payable for the actual number of days elapsed (including
the first day but excluding the last day). Interest on Ad-
vances based on the Adjusted CD Rate shall be computed on
the basis of a year of 360 days and paid for the actual num-
ber of days elapsed, calculated as to each Interest Period
from and including the first day thereof but excluding the
last day thereof. Any calculation made pursuant teo this
Section 2.04(f) (other than with respect the commitment fee
which is provided for by Section 2.05) that would cause the
interest paid, payable or accruing on the indebtedness of
the Board under this Agreement and the Promissory Note to
exceed the Maximum Interest Rate shall be adjusted so as to
reduce the interest paid, payable and accruing hereunder to
such Maximum Interest Rate, as more fully set out in this
Agreement.

{(g) Notwithstanding anything contained herein to. the
contrary, the interest rates applicable to Advances may be
changed at any time upon the mutual written agreement of the
Board and the Bank. If any such change in the interest
rates applicable to Advances is so agreed to, this Agreement
and the Promissory Note shall remain outstanding and
continue in full force and effect, without modification
other than as to the change in the inf:erest rates applicable
to Advancaes, and all Advances will continue to be made under
the Promissory Note in accordance with this Agreement,
modified only to reflect the agreement of the parties with
respect to the changed interest rates applicable to
Advances,

Section 2.05. Commitment Fees. The Board shall pay to
the Bank, a commitment fee caiculated {(in the manner set out
in Section 2.04(f) above) at the rate of 1/4 of 1% per annum
on the Available Bank Loan Commitment for each day during
the Revolving Credit Period. Such commitment fee shall
accrue from and including the Effective Date to (but
excluding) the Term Loan Conversion Date and shall be
payable (i) . on the first day of each January, April, July,
and October during the term hereof and (ii) on the Term Loan
Conversion Date. No commitment fee shall be payable or
accrue in respect of Advances advanced and outstanding under
the Bank Loan Commitment.

Section 2.06. Termination or Reduction of Commitment.
(a) During the Revolving Credit Period, the Board may, upon
at least three Business Days' notice to the Bank and any
rating agency which has issued a rating of the Project
Notes, terminate entirely at any time or reduce from time to
time by an aggregate amount of $1,000,000 or any integral
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multiple thereof, the Bank Loan Commitment at the time;
provided that the Board may not reduce the Bank Loan
Commitment if such proposed reduction would cause the then
Available Bank Loan Commitment to be less than the amount of
Available Bank Loan Commitment regquired to be maintained by
the Board under Section 6.04 of the Resolution.

(b) The Bank Loan Commitment shall terminate on the
Maturity Date, and any Advances then outstanding (together

with accrued interest thereon) shall be due and payable on
such date.

(c) ©On any date on or after the Term Loan Conversion
Date on which the Bank Loan Commitment shall be greater than
the principal amount of the Advances outstanding on such
date (after giving effect to any repayment, prepayment and
berrowing on such date), the Bank Loan Commitment shall be
automatically reduced to an amount equal to such outstanding
Principal amount.

(d) The Bank Lecan Commitment shall be further reduced,
on each Commitment Reduction Date, by an amount equal  to
one-twenty-eighth (1/28) ef the Bank Loan Commitment in
effect on the Term Loan Conversion Date (after giving effect
te any reduction pursuant to subsection (c) on such date).’
No reduction of the Bank Loan Commitment pursuant to
subsection (c) shall reduce the amount of any subsegquent
mandatory reduction of the Bank Loan Commitment pursuant to
this subsection (d}.

(e) On each Commitment Reduction Date, the Beoard shall
repay such principal amount (together with accrued interest
thereon) of outstanding Advances, if any, as may. be
necessary so that after such repayment, the unpaid principal
amount of the Bank's Advances does not exceed the amount of
the Bank Loan Commitment as then reduced.

Section 2.07. Optional Prepaymernts. (a) The Board
may, upon at least two Business Days' notice to the Bank,
pPrepay any Prime Advance in wheole at any time, or from time
to time in part in an amount egqual to $1,000,000 or any
integral multiple thereof, by paying the principal amount to
be prepaid together with accrued interest thereon to (but
not including) the date of prepayment.

(b) The Beoard may not prepay all or any portion of the
principal amount of any CD Advance prior to the maturity
thereof.

(c) Upon receipt of a notice of prepayment by the Bank
pursuant to this Section, such notice shall not be revocable
by the Board.
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Section 2.08. General Provisions as to Payment. The
following general provisions shall apply te all payments
under the Promissory Note:

"(a) The Board shall make each payment of
principal and interest on the Promissory Note not later
than 12:00 noon (local time in New York, New York), on
the day when due, in Federal or other funds immediately
available at the office of the Bank referred to in
Section 10.01.

{(b) Whenever any payment of principal of and
interest on the Promissory Note shall be due on any day
which is not a Business Day, the date for payment
thereof shall be extended to the next succeeding
Business Day. If the date for any payment or
prepayment of principal is extended by the preceding
sentence, operation of law or otherwise, interest
thereon shall be payable for the period of such
extension at the rate applicable thereto under other
provisions of this Agreement. '

Section 2.09. Funding Losses. If the Board makes any
payment of principal with respect to any CD Advance (pursu-
ant to Articles VIII or IX or otherwise) on any day other
than the last day of the Interest Period applicable thereto,
or if the Board fails tn borrow any CD Advance after notice
has been given to the Bank in accordance with Section 2.02,
the Board shall reimburse the Bank on demand for any result-
ing loss or expense incurred by it (or by any prospective
participant in the related Advance), including (without lim=-
itation) any leoss incurred in obtaining, liquidating or em-
ploying deposits from third parties, but excluding loss of
margin for the period after any such payment, provided that
the Bank shall have delivered to the Board a certificate as
to the amount of such loss or expenss, which certificate
shall be conclusive in the absence of man:ifest error.

Section 2.1C. Security For Promissory Note. The Prom-
issory Note is the special obligation of ths Board, payable

solely from and secured by the funds: pledged therefor
pursuant to the Resolution, including spescifically Section
2.12 thereof, and this Agreement, as authorized thereby. To
provide ratable security for the payment of the principal of
and interest on the Project Notes and the Promissory HNote,
as the same shall become due and payable, the Board has
pledged, pursuant to the Resolution, and as to the Promis-
sory Note does hereby grant te Bank a lien on and pledge of,
subject only to the provisions of the Resolution permitting
the application thereof for the purposes and on the terms
and conditions set fcrth therein and to the provisions of
Section 6.03 herecf (allowing issuance of certain debt), all
of the folliowing: (i) the proceeds from (a) the sale of
Fund Priority Obligations or Short Term Obligations or other
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cbligations of the Beard under the Constitutional Amendment
issued for such purpose, and (b) the sale of Project Notes
issued pursuant to the Resolution for such purpose, {(ii) the
amounts held in the Series A Note Payment Fund and the
Special System Account, provided, however, amounts in the
Series A Note Payment Fund attributable to and derived from
Advances under and pursuant to this Agreement are pledged
te, and shall be used to pay, the principal of, premium, if
any, and interest on the Project Notes, and (iii) the
Interest of the University in the Available University Fund
(all the items of property referred to in the immediately
preceding clauses (i), (ii) and (iii), and all proceeds
thereof, being hereinafter collectively referred to as the
"Collateral”). Notwithstanding anything contained herein to
the contrary, the security interest in and pledge of the
Interest of the University in the Available University Fund
is subordinate and inferior to the pledge thereof ("Fund
Priority Lien") securing the payment of Fund Priority
Obligations, and the principal of, and premium (if any) and
interest on the Project Notes and Promissory Note shall Lba
and the same are hereby equally and ratably secured solaly
by and payable from a security interest in, lien on, and
pledge of the sources hereinabove identified in clauses (i),
(ii) and (iii), subject and subordinate only to the Fund
Priority Lien. The Promissery Note shall further be
entitled to the benefits of Article VI hereof.

Section 2.11. Application of Prior Covenants -
Available Revenues. In accordance with the provisiens of
the 1985 Constitutional Amendment Bond Rescolution, the Notes
represent obligations which are subeordinate to the Fund
Priority Obligations. As described in Section 9 of the 1985
Constitutional Amendment Bond Resolution, there heretofore
has been established in the Treasury of the State of Texas a
fund known as "Board of Regents of The University of Texas
System Permanent University Fund Bonds Interest and Sinking
Fund" (hereinafter called the "Interest and Sinking Fund").
The Fund Priority Obligations are payable from moneys
required to be transferred to the Interest and Sinking Fund.
After provision has been made for the payment of the
principal of and interest on the Fund Priority Obligations,
based upon the preojection of moneys to be deposited inte the
Interest and Sinking Fund from the Available University Fund
which demonstrates that the deposits to the Series A Note
Payment Fund will not impair the obligation of the Board to
pay the principal of and interest cn the Fund Priority
Obligaticons as the same mature and come due, the balance of
the Interest of the University in the Available University
Fund shall be made available tc the Board to deposit into
the Series A Note Payment Fund such amounts as necessary to
pay the interest on and/or the principal of the Promissory
Note to the extent not paid from the proceeds of Project
Notes, Short Term Obligations, or Fund Priority Obligations,
or other obligations of the Board issued pursuant to the
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Constitutional Amendment. After provision has been made for
the payment of the interest on and principal of the
Promissory Note, the balance of the Interest of the
University in the Available University Fund each year shall
be made available to the Board in the manner provided by law
and by regulations of the Board as it may lawfully direct.

To the end that money will be available in ample time
to pay the principal ¢f and interest on the Promissory Note
as such principal and interest respectively come due, the
Comptroller of The University of Texas System, or such
officer as may hereafter be designated by the Bcard to
perform the duties now vested in such officer shall perform
such duties as are described in Section 2.13 of the
Resolution.

Section 2.12. Extension or Modification of Agreement.

This Agreement may be extended or modified in accordance
with the following conditions and provisions:

(a) At any time not less than 60 days prior to
the Term Loan Conversion Date, the Board may, by
written notice to the Bank, request that the Term Loan
Conversion Date be extended by one or more whole years-
after the then-existing Term Loan Conversion Date.
Bank may, in its sole and absoclute discretion, decide
to accept or reject any such proposed extensiocn. Bank
will use its best efforts te¢ notify the Board of its
decision within 30 days of receipt ¢f such request, it
being understocd and agreed that the failure of Bank to
notify the Board of any decision within such 30=day
period shall be deemed to be a rejection and that Bank
shall incur no liability or responsibility whatsoever
by reason of its failure to notify the Board of the
Bank's decision within such 30-day period.

(b) The Bank shall use its best efforts to give
the Board 105 days notice of the Term Loan Conversion
Date, provided, however, (i) that the Bank shall have
no liability or responsibility whatscever to the Beoard
or any other Person (including, without limitation, the
Issuing and Paying Agent, the Registrar or any Holder)
by reason of its failure to give such notice or any
delay in giving such notice; and (ii) that failure to
give such notice shall not be <construed as an
acceptance by or agreement of the Bank to extend the
Term Loan Conversion Date or otherwise entitle the
Board to extend the Term Loan Conversion Date in the
absence ¢f an express written agreement of the Bank to
50 extend the Term Loan Conversion Date.

(¢) If the Board shall desire tco increase the
autherized aggregate principal amount of Preject Notes that
may be outstanding during the term of this Agreement
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("Additional Notes") and to provide for such Additional
Notes to have the benefit of a revolving credit agreement to
which one or more national banking associations or state-
chartered banks would be party ("New Credit Agreement"),
then the Board shall notify the Bank, in writing, of the
amount, terms and conditions of such New Credit Agreement
and of the Additional Notes.

Section 2.13. Notice of Pavying Agent. The Resolution
appeints Morgan Guaranty Trust Company of New York as the
initial Paying Agent. The Board will give notice to the
Bank of the appointment of any substitute Paying Agent,
which notice shall specify the name and address of the
Paying Agent. :

Section 2.14. Failure of Bank to Advance. The failure
of Bank to make any requested Advance required to be made
under the Promissory Note shall not release Bank from its
agreement to make such Advances, nor shall receipt and
acceptance by the Board of any Advance or portion thereof
from Bank be a release, discharge or waiver of any claim,
demand or cause of action of, or for the benefit of, the
Board arising out of or in connection with any such failure
to advance funds.

Section 2.15. Compliance With Law. Netwithstanding
any other term or provision of this Agreement or of the
Promissory Note, the maximum amount of interest which may be
payable by, charged to, or cocllected from the Board, or any
other person either primarily or conditionally liable for
the payment of the Promissory Note, shall be limited to, and
shall in no event or under any circumstances exceed, the
maximum amount of interest which could be lawfully charged
under applicable law (including, to the extent applicable,
the provisions of Article 717k-2, Verncn's Texas Civil
Statutes, as in effect at the time and the provisions of any
applicable amendment thereto or other successor or
superseding provision of law) so¢ that, notwithstanding any
other term or provision of this Agreement or the Promissory
Note, the aggregate of the interest on any Advance,
including all fees and other amounts which constitute
interest under applicable state law (and any applicable
Federal statutes), shall never exceed the maximum amount of
interest which under said laws could be lawfully charged on
or in respect of such Advance. Accordingly, the Board arnd
the Bank stipulate and agree that this Agreement and the
Promissory Note shall not be construed to create a contract
to pay interest for the use, forbearance or detention of
money at a rate in excess o¢of the Maximum Interest Rate or
maximum amount permitted to be charged under applicable
state law (and any applicable Federal statutes), and the
Board shall never be liable for interest in excess of the
maximum amount or Maximum Interest Rate that could be
lawfully charged under such laws.
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Specifically and without limiting the generality of the
foregoing, it is further agreed among the Board and the Bank
that the maximum amount of interest contracted for and
payable on or under the Promissory Note, now or hereafter
shall be calculated in order that strict compliance may be
had with the applicable state laws (and any applicable
Federal statutes), and such parties agree that:

(a) in the event of voluntary prepayment of any
Advance or payment prior to the normal maturity date of
any Advance, if the aggregate amount of any interest
calculated thereunder or thereon, plus any other
amounts which constitute interest on such Advance
would, in the aggregate, if charged or paid (if
calculated in accordance with provisions other than
those set forth in this Section) exceed the maximum
amount of interest which, under applicable state laws
{and any applicable Federal statutes), may lawfully be
charged or paid on cr in respect of the Advance
involved, then in such event the amount of such excess
shall not be charged, payable or due (if not previously
paid) or (if paid) shall be credited toward the payment
of the principal of the Advance involved so as to
reduce the amount thereof and if, and to the extent,
the entire principal amount. has been paid in full,
refunded to the Board; and ’

{b) 1if wunder any circumstances the aggregate
amounts paid on any Advance prior to or incident to
final payment thereof include any amounts which under
applicable state laws (and any applicable Federal
statutes}) would be deemed interest and which would
exceed the maximum amount of interest which, under
applicable state laws (and any applicable Federal
statutes), could lawfully have been paid and collected
on or in respect of such Advance, such payment and
collection shall be deemed to have been the result of
mathematical error on the part of all parties hereto,
and the party receiving such excess payment shall
promptly refund the amount of such excess (to the
extent only of the excess of such interest payments
above the maximum amount which could lawfully have Leen
collected and retained under said state laws and any
applicable Federal statutes) upon discovery of such
error by the party receiving such payment or notice
thereof from the party making such payment.

(¢) The provisions of this Section 2.15 shall
control over any other provisions of this Agreement,
the Promissory Note, any other instrument or writing
evidencing, respecting or affecting any Advance, and
Bank further agrees that any limitations or
restrictions imposed on it, or on payments which it may
receive, by reason of this Section 2.15 shall apply and
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be recognized in all circumstances and to all payments,
regardless of the source or payor thereof.

(d) All commitment fees prescribed in Section
2.05 hereof shall constitute exclusively consideration
for the Bank's agreement to have available funds in the
amount committed by the Bank in respect of Advances and
to make such Advances in the future as provided herein
and shall not constitute or be treated as compensation
for the use of, forbearance, or detention of money
actually lcaned and advanced hereunder.

ARTICLE I1I1I

CONDITIONS
Section 3.01. Conditions to Closing. The Revolving
Credit Period shall commence on the date (the "Effective

Date™) on which the conditions set out in subsections
3.01(a) and (b) shall have been satisfied.

{a) The Bank shall have received all of the
following:

(i) a counterpart of this Agreement duly
executed by the Board and Bank; .

(ii) a duly executed Promissory Note, dated
the Effective Date, complying with the provisions
of Section 2.03 and substantially in the form set
out in Exhibit "A" hereto;

(iii) a copy of the Resolution, including
supplemental resolutions thereto which have been
adopted as of the Effective Date approving and
authorizing this Agreement and the Promissory
Note, all certified by the Secretary or an
Assistant Secretary of the Board as being in full
force and effect;

(iv) a certificate o¢f the Executive Vice
Chancellor fer Asset Management and Executive
Secretary or an Assistant Secretary of the Board
dated the Effective Date, substantially in the
form of Exhibit "E" hereto;

(v) an opiniecn of the general counsel for
the Board, dated the Effective Date, substantially
in the form of Exhibit "C" hereto, with such
changes, meodifications, deletions or additions as
may be acceptable to such counsel and counsel for
the recipients thereof;




(vi) an opinion of Bond Counsel, dated the
Effective Date, substantially in the form of
Exhibit "p hereto, with such changes,
modifications, deletions or additions as may be
acceptable to such counsel and counsel for the
recipients thereof;

(vii) evidence satisfactory to the Bank that
the Attorney General of the State of Texas shall
have approved this Agreement and the Promissory
Note, all as required by the Constitutional
Amendment and the Acts;

(viii) the release and resignation of MBank
Dallas and MBank Austin duly executed by MBank
Dallas, MBank Austin and the Board.

(b) In addition, the Board shall have received
all of the following, with a copy for Paying Agent:

(i) Counterparts of this Agreement, duly
executed by the Board and Bank; '

(ii) A certificate, dated the Effective Date,
of an officer of Bank, authorized to execute and’
deliver such certificate, to the effect:that each
of the representations and warranties of Bank
contained in this Agreement are true and correct
on and as of the date of such certificate as
though made on and as of such date and
additionally to the effect that the Bank has
.received the instruments set forth in Section
3.01(a), that such instruments are in satisfactory
form and that the conditions set forth in Section
3.01(a) have been satisfied;

(iii) An opinion of Davia Polk & Wardwell
counsel to the Bank, dated the Effective Date and
substantially in the form of Exhibit "F", with
such changes, modifications, deletions or
additions as may be acceptable to such counsel and
counsel for the recipients thereof; and

(iv) An copinion of Texas counsel to the Bank,
dated the Effective Date and substantially in the
foerm of Exhibit "G", with such changes,
medifications, deletions or additions as may be
acceptable to such counsel and c¢ounsel for the
recipients thereof.

Section 3.02. Conditions to Advances. The obligation
of Bank to make any Advance, when so requested hereunder
upon or after the Effective Date and during the Revolving
Credit Period, is subject teo receipt by the Bank of a Notice
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of Advance as required by Section 2.02 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 ligquidation, recorganization, or
other relief with respect to itself or its debts under
any bankruptcy, insolvency or other similar law now or
hereafter in effect or seeking the appointment of a
trustee, receiver, liquidater, 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;

(b) At the time the Advance is made, no
involuntary case or other proceeding shall have been
commenced against the Board seeking liquidaticen,
recorganization or other relief with respect to it or
its debts under any bankruptcy, insolvency . or other
similar law now or hereafter in effect or seekinc the
appointment of a trustee, receiver, liquidator,
custodian, or other similar official and no trustee,
receiver, ligquidator, <custodian or other similar
official of it or any substantial part of its property
shall have been appointed; and

(¢) Immediately after such Advance is made the
Roard 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, Bank shall have no obligation to make an
Advance to the Board to pay the principal of or any interest
on any Project Notes which were issued by the Board after
receipt by the Paying Agent, the Dealer, and an Authorized
Representative of a Notice of Default.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF THE BOARD

Section 4.01. Organization and Powers. The Board (3)
is duly established and validly existing under the laws of
the State of Texas under and pursuant to the Constitution of
the State of Texas and is an agency and political subdivi-
sion of the State of Texas, (b) has all corporate powers and
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all material governmental licenses, authorizations, consents
and approvals required to carry on its business as now
conducted, (c) has full power and authority to operate the
System and to acquire, construct, finance and operate the
Eligible Projects, and (d) has full power and authority to
adopt the Resolution, to execute, deliver and perform the
Resolution and this Agrzement, to borrow hereunder and to
execute, deliver and perform the Promissory Note.

Section 4.02 Authorization; Contravention. The exe-
cution, delivery and performance by the Board of the Resolu-
tion, this Agreement and the Promissory Note and the making
of the Advances under the Promissory Note have been duly
authorized by all necessary action by the Board and do not
contravene, or result in the violation of or constitute a
default wunder, any provision of applicable law or
regulation, the Acts, or any order, rule or regulation of
any court, governmental agency or instrumentality or any
agreement, resclution or instrument to which the Board is a
party or by which it or any of its property is bound.

Section 4.03. Governmental Consent or Approval. No
authorization, consent, approval, permit, license, or
exemption of, or filing or registration with, any court or
governmental department, commission, board, bureau, agency
or instrumentality that has not been obtained or issued is
cr will be necessary for the valid adoption, execution,
delivery or performance by the Board of the Resolution, this
Agreement and the Promissory Note.

Section 4.04. Binding Effect. This Agreement, the
Resolution and the Promissory Note constitute valid and
binding obligations of the Board. '

Section 4.05. Restrictions on Use of Proceeds. The
proceeds of the Advances will be applied by the Board only
te the refunding of the Project Notes. None of the funds
borrowed by wvirtue of this Agreement will be used in any
manner or for any purpcse except in the manner and for the
purposes authorized by Texas law and the Resolution adopted
by the Board.

Section 4.06. Federal Reserve Regulations. No part of
the proceeds of -any Advance will 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 extend credit to others for
the purpose of purchasing or carrying any margin stock or
for any other purpose which would viclate any of the
regulaticons of said Board of Governors.

Section 4.07. Litigation. There is no action, suit or
proceeding pending or, to the Xknowledge of the Board,
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threatened against or affecting the Board, the System or
relating to the Acts, or other applicable laws or
regulations, or this Agreement 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 to perform its obligations
under this Agreement or the Promissory Note, or which in any
manner questions the validity or enforceability of this
Agreement, the Resolution or the Promissory Note or the
granting, perfection, euforceability or priority of the lien
on and pledge of the Collateral provided in Section 2.12,
except any action, suit or proceeding which may be brought
subsequent to the date hereof as to which Bank has received
an opinion of counsel satisfactory to Bank, in form and
substance satisfactory to Bank and its counsel, to the
effect that such action, suit or proceeding is without
substantial merit.

Section 4.08. HNo Event of Default Under the Resclu-
tion. No "Event of Default” specified in the Resolution 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. ‘

- ARTICLE V

REPRESENTATIONS AND WARRANTIES
OF THE BANK

Bank represents and warrantas:

Section 5.01. Organization and Powers. Bank (a) 1is
duly established and validly existing under the laws of the
State of New York; and (b) has full power and authority to
execute, deliver and perform this Agreement and to make
Advances in accordance with 1ts Bank Loan Commitment and
this Agreement.

Section 5.02. Authorization; Centravention. The
execution, delivery and pecformance by Bank of this
Agreement and itas Advances to be made hereunder 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
regulation, its charter, or any order, rule or regulation of
any court, governmental agency or instrumentality eor any
material agreement, resolution or instrument to which Bank
is a party or by which it or any of its property is bound.

Secticn 5.03. Governmental Consent or Approval. No
authorization, consent, approval, permit, license, or
exemption of, or filing or registration with, any court or
governmental department, commission, board, bureau, agency
or instrumentality that has not been c¢btained or issued is
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or will be necessary for the valid execution, delivery or
performance by Bank of this Agreement.

Section 5.04. 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.

Section 5.05. Litigation. There is no action, suit or
proceeding 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 ability or autherity of the Bank to
perform its obligations under this Agreement, or which in
any manner guestions the validity of this Agreement or the
Promissory Note.

ARTICLE VI
COVENANTS
The Board agrees that during the term of this Agreement
and while any amount payable under the Promissory Note

remains unpaid:

Section 6.01. Information. The Board will deliver to
the Bank:

{(a) as soon as reasonably available after the end
of each Fiscal Year, and in any event within 120 days
after the end of such Fiscal Year, a copy of the annual
report of the Fund including a balance sheet of the
Fund as of the end of such fiscal year and related
statements of income and sources and uses of funds
prepared in accordance with Section 61.065 of the Texas
Education Code accompanied by a certificate of an
Authorized Representative (i) to the effect that as of
the date of such certificate no Default has occurred,
(ii) or if such Default has occurred, specifying the
nature of such Default, the period of its existence and
the action which the Board is taking or proposes to
take with respect thereto;

(b) as scon as available and in any event within
60 days after the end cof each fiscal quarter, a copy of
the most recent quarterly unaudited financial
statements of the Fund;

(c) as soon as practicable but in any event
within ten (10) Business Days after the issuance
therecf, copies of any prospectus, official statement,
offering circular, placement memocrandum or similar or
corresponding document, and any supplements thereto and
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updates and amendments thereof, that the Board makes -
available in connection with the offering for sale of
any securities of which it is the issuer, and, on
request, copies of such other financial reports as the
‘Board shall customarily and regularly provide to the’
public;

(d) forthwith upon the occurrence of any Default,
a certificate of an Authorized Representative setting
forth the details thereof and the action which the
Board is taking or proposes to take with respect
thereto;

(e) concurrently with the delivery of the reports
set out in subsection (b) above, a report showing the
aggregate amount of Project Notes iassued at the end of
the preceding quarter; and

(£f) wupon written regquest of the Bank, information
relating to the Available University Fund or any other
financial information reasonably requested.

Section 6.02. Access to Records. The Board will
furnish to the Bank such information regarding the financial
condition, results of operations or business of the Board,
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 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 reasocnably request. Further, the Bank, at
its request, will be kept informed of regqular and special
meetings of the Board, and a representative of the Bank may
attend any such meeting subject to provisions of Texas law
authorizing executive sessions of - the Board. All
information received by or provided to the Bank pursuant to
this Agreement, unless otherwise made public by the Board,
will be held as confidential information by the Bank.

Section 6.03. Proceeds of Project Notes; Limitation on
Certain Debt.

(a) The proceeds of the Project Notes will be
used by the Board scolely for the purpose of paying or
prepaying, as the case may be, in whole or in part, other
Project Notes, the Promissory Note or Project Costs of
Eligible Projects or, to the extent not so used, for
temporary investment while in the Series A Note Payment Fund
or Special System Account.

(b) The Board shall, however, have the right to

issue Fund Priority Obligations or Short. Term ¢Cbligations
pursuant to Section 6.10 of the Resolution.
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Section 6.04. No Amendment of Certain Contracts or
Resolutions. The Board will not consent to any amendment to
or modification or waiver of any of the provisions of the
Resolution which would be materially adverse to PBank's
interests. The Board will give the Bank notice as premptly
as practicable (but in no event lessc than 10 Business Days)
of any propocsed amendments to or modifications or waivers of
any provisions of the Resolution and of any meating of the
Board at which any of the foregeing will be discussed or
considered.

Section 6.05. Sales of Fund Priority Obligations or
Short Term Obligations. The Board shall use its best
efforts and reasonable diligence to offer and sell Fund
Priority Obligations or Short Term Obligations or to obtain
a New Credit Agreement, in an amount sufficient to pay when
due any outstanding principal amount of the Promissory Note
not to be paid from the proceeds of a Repayment Advance and
all other amounts due to the Bank hereunder in respect
thereof not to be paid from other funds available to the
Board. The Board covenants that Advances maturing under the
Promissory Note and not paid from ths proceeds of a
Repayment Advance shall be retired in full, or pro rata if
not in full, with proceeds of Fund Priority Obligations or
Short Term Obligations sold, issued or created by the Board
prier to any other payment or use of the proceeds of such
Fund Priority Obligations or Short Term Obligations.

Section 6.06. Other Coverants. The Board shall fully
and faithfully perform each of the covenants required of it
pursuant to the provisions of the Resolution and the
resolutions of the Beoard authorizing the Fund Priority
Obligaticns.

Section 6.07. Taxes and Liabilities. The Board will
pay all its indebtedness and obligations promptly and in
accordance with their terms and pay and discharge or cause
to be paid and discharged promptly all taxes, assessments
and governmental charges or levies imposed upon it or upon
its income and profits, or upon any of its property, real,
personal or mixed, or upon any part thereof, before the same
shall become in default.

Section 6.08. Supplemental Resolutions and Further
Assurances. The Board will not adopt any supplemental
resolutions, pursuant to the Resolution or otherwise, which
would adversely affect the ability of the Board to make
payments on the Promissory Note when due; provided that
nothing herein shall prevent the Board from issuing
additional Short Term Obligaticns and Fund Priority
Obligations as provided in this Agreement and Section 6.10
of the Rescolution. The Board will at any and all times,
insofar as it may be authorized sc to do by law, pass, make,
do, execute, acknowledge and deliver all and every such
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further resolutions, acts, deeds, conveyances, assignments,
recordings, filings, transfers and assurances as may be
necessary or desirable for the better assuring, conveying,
granting, assigning and confirming all and singular the
rights, revenues and other funds and Collateral hereby
pPledged or assigned to the payment of the Promissory Note,
or intended so to be, of which the Board may become bound to
pledge or assign.

Section 6.09. Additional Borrowings. The Becard may

issue Fund Priority Obligations or Short Term Obligations in
such amounts and on such terms as the Beard shall determine,
subject only to the covenants contained herein.

Section 6.10. Efforts to Pay. In the event that the
Promissory Note is not paid at maturity, the Board shall as
quickly as possible take all actions reasonably necessary to
allow payment from any available funds.

Section 6.11. Federal Tax Status of Interest on the
Promissory Note. It is the intention of the parties that
the Promissory Note not be an obligation described - in
Section 103(2) of the Code and that the interest payable
with respect thereto not be excludable from the gross income
of the Bank. Accordingly, in furtherance thereof, the Board
represents that it has not taken, and covenants not to take

- the actions, including the filing of any.information returns
reéquired by the Code, which would be required to cause any

~interest on the Promissory Note to be excludable from gross
income of the Bank.

ARTICLE VII
ADDITIONAL PARITY OBLIGATIONS

Section 7.01. Additional Short Term Obligations. The
Board reserves the right and shall have full power at any
time and from time to time, to authorize, issue, and deliver
additional Short Term Obligations, (including the credit
agreements relating thereto) in as many separate
installments or series as deemed advisable by the Board but
only for the purposes and to the extent provided in the
Amendment to Section 18, Article VII, of the Texas Constitu-
tion, adopted by vote of the people of Texas on November 6,
1984, or in any Amendment hereafter made to said Section 18,
Article VII, of the Texas Constituticn, or for refunding
purposes as provided by law. Such additional Short Term.
Obligations, when issued, (including the credit agreements
relating thereto) and the interest thereon, shall be egually
and ratably secured by and payable from a lien on and pledge
of the Interest of The University of Texas System in the
Available University Fund, in the same manner and to the
.same extent as are the Notes, and the Notes and the
additional Short Term Obligations (including the credit
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agreements relating thereto), when issued, and the interest
thereon, shall be on a parity and in all respects of equal
dignity. It is further covenanted that no installment or
series of additional Short Term Cbligations shall be issued
and delivered unless the Executive Vice Chancellor for Asset
Management of The University of Texas System, or some octher
cfficer of The University of Texas System designated by the
Board executes:

(a) a certificate to the effect that for the
Fiscal Year immediately preceding the date of said
certificate <the amount of the Interest of The
University of Texas System in the Available University
Fund was at least 1-1/Z times the average annual
Principal and Interest Requirements of the installment
or seriesgs of additional Short Term Obligations then
proposed to be issued and all then cutstanding Fund
Priority Obligations, Notes, and Short Term Obligations
which will Dbe outstanding after the issuance and
delivery of said proposed installment or series; and

(b) a certificate to the effect that the total
principal amount of (i) Fund Priority Obligations,
Notes, and Short Term Obligations, and (ii) all other
obligations of the Beoard which are secured by and
payable from a lien on and pledge of the Interest of
The University of Texas System in the Available
University Fund, that will be outstanding after the
issuance and delivery of the installment or series of
additional Short Term Obligations then proposed to be
issued will not exceed 20% of the cost value of
investments and other assets of the Permanent
University Fund (exclusive of real estate) at the time
the proposed series or installment of additicnal Short
Term Chligations is issued.

ARTICLE VIII
EVENTS OF DEFAULT AND REMEDIES
Section B.O1. Events of Default. If one or more of

the following events ("Events of Default") shall have
cccurred and be continuing:

{a) the Board shall fail to pay any principal due
under the Promissory Note;

(b) the Board shall fail to pay any interest on
the Promissory Note or any commitment fee within 5
Business Days of the due date therecf;

(c) any representation, warranty, certification

cr statement made by the Board in this Agreement or in
any certificate, financial statement or other document
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delivered pursuant to this Agreement shall prove to
have been incorrect in any material respect when made,
and Bank shall have given the Bocard 5 days' written
notice thereof;

(d) breach by the Board of anv covenant or
agreement or condition contained in Section 6£.03
through 6.10, inclusive; or a breazh by the Board of
any other covenant or agreement or condition (other
than those referred to or contained in clauses (a),
(b), (c) above) contained in this Agreement or the
Promissory Note and the continuation thereof for more
than 60 days after written notice thereof has been
given to the Board by the Bank without cure or
correction to the satisfaction of the Bank;

(e) if default, other than a default described in
(k) below, shall be made by the Board in the perform-
ance or observance of any c¢ovenant, agreement or
condition on its part in the Resolution or in the
Project Notes contained, and such defzult shall
continue for a period of 60 days after written notice
thereof to the Bocard by the Bank or the helders af not
less than 10% in aggregate principal amount o©f the
Project Notes then outstanding; or if the holder of any
Fund Priority Obligations or, Short Term Obligaticns or
other obligations of the Board secured by the Interest
in the Available University Fund exercises its rights
as a result of an event of default under the
constituent instruments under which such obligations
were issued or incurred to declare the principal
thereof (and interest accrued thereon) to be payable
prior to the maturity therecf; notwithstanding anything
contained herein to the contrary, the parties hereto
acknowledge that, as of the date of this Agreement, the
Board has not agreed to, and there are not cutstanding,
any constituent instruments under which Fund Priority
Cbligations or Short Term Obligations or other
obligations of the Board secured by the Interest in the
Available University Fund were issued which grant to
any holder of any Fund Priority Obligations or Short
Term Obligations or other obligaticons ¢f the Board
secured by the Interest in the Available University
Fund any rights to declare the principal of such Fund
Priority Obligations or Short Term Obligations or other
obligations of the Beoard secured by the Interest in the
Available University Fund (or interest accrued thereon)
tc be payable prior to the stated maturity thereof, and
the Board does not presently intend to adept any
resolution granting or creating any such rights; or

(f) the Board shall commence a voluntary case or

other proceeding seeking {i) liquidation, recrganiza-
tion, or other relief with respect to itself or its
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debts under any bankruptcy, insclvency or other similar
law now or hereafter in effect, or (ii) the appointment
of a receiver, liquidator, custodian, or other similar
official with respect to the Board or any substantial
part of its property, or shall consent to or acquiesce
in any such relief or the appointment of or taking
possession by any such official in an involuntary case
or other proceeding commenced against it; or

(g) a receiver, liquidator, custodian or other
official, appeinted in an  involuntary case or
proceeding commenced against the Board, appointed
without consent or acquiescence of the Board, takes
charge of a substantial part of its property and such
action as to its property is not promptly stayed,
discharged or vacated; or

(h) the Board shall make a general assignment for
the benefit of creditors, or declare a moratorium with
respect to its debts, 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

(i) an involuntary case or other proceeding shall
be commenced against the Board seeking (i) 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 (ii) the
appeointment o¢f a <c¢ustodian, receiver or trustee or
similar official ¢f the System, or any substantial part
thereof, and such prcceeding 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

(j) any material provision ‘of this Agreement
shall at any time for any reason cease to be wvalid and
binding on the Board, or shall be declared by any court
having jurisdiction over the Board to be null and wvoid
or the wvalidity or enforceability thereof shall be
contested by the Board and the Bank shall have given 5
days' written notice thereof to the Board; or

(k) if the Board shall default under the
Resolution or the FProject Notes and such default
extends beyond any period of grace provided with
respect thereto and relates to the obligation to pay
any principal interest or other payments due under the
Resclution or the Project Notes;

then, and in any such event, the Bank by notice to the
Board, may terminate the Bank Loan Commitment, if any
(except as provided beleow), and the Bank Loan Commitment
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shall thereupon terminate to the extent hereinafter
permitted. The occurrence of any one or more Events of
Default shall not terminate the Bank Loan Commitment and
shall not terminate or affect the obligations of Bank to
make Advances under this Agreement, subject to the
conditions set out in Section 3.02, to the extent but only
to the extent necessary for the Board to make Repayment
Advances and to make required payments c¢f principal and
interest on Project Notes that were issued and sold prior %o
the time a Notice of Default was received by the Paying
Agent, the Dealer, and an Authorized Representative. If
there is any termination or reduction of the Bank Loan
Commitment, the Board will promptly netify any rating agency
which has issued a rating of the Project Notes of such
termination or reduction.

Failure to take action in regard to one or more Events
of Default shall not constitute a waiver of the right to
take action in the future in regard to such or subsequent
Events of Default.

Section 8.02. 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 Holder of the Promissory Ncte shall
be entitled to proceed to protect and enforce such Holder's
rights by such appropriate judicial proceeding-' as such
Holder shall deem most effectual to protect and enforce any
such right, either by suit in equity or by acticen at law,
whether for the specific performance of any covenant or
agreement contained in this Agreement, or in aid o¢f the
exercise of any power granted in this Agreement, or to
enforce any other legal or egquitable right vested in the
Holders by this Agreement or the Promissory Note or by law.
The provisions of this Agreement shall be a contract with
each and every Holder and the dutieas of the Board shall be
enforceable by any Helder by mandamus or other appropriate
suit, action or proceeding in any court of competent
jurisdiction.

Section 8.03. Remedies Not Exclusive. No remedy
herein conferred upon or reserved to the Holders 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 any Holder.




ARTICLE IX
CHANGE IN CIRCUMSTANCES
Section»’QFOI. Basis for Determining Interest Rate

Inadequate or Unfair. If con or prior toc the first day of
any Interest Period:

(a) the Bank determines that deposits in dollars
(in the applicable amount) are not being offered to the
Bank in the relevant market for such Interest Period,
or

(b) the Adjusted CD Rate will not adegquately and
fairly reflect the cost to the Bank of fund1ng its CD
Advances for such Interest Period,

the Bank shall forthwith give notice therecf to the Board
whereupon until the Bank notifies the Board that the
circumstances giving rise <to such suspension no longer
exist, the cbligations of the Bank to make CD Advances shall
be suspended. Unless the Board notifies the Bank at least
- two Business Days before the date of any CD Advance for
. which a Notice of Advance has previously been given that it

elects not to borrow on such date, such Advance shall
instead be made as a Prime Advance. .

Section 9.02. Increased Cost and Reduced Return. (a)
If after the date hereof, the adoption of any applicable
law, rule or regulatien, or any change therein, or any
change in the irterpretation or administration thereof by
any governmental authority, central bank or comparable
agency charged with the interpretation or administration
therecf, or compliance by the Bank (or its Lending 0Office)
with any request or directive (whether or not having the
force of law) o¢f any such authority, central bank or
comparable agency:

(i) shall subject the Bank (or its Lending
QOffice) to any tax, duty or cther charge with respect
te its CD Advances, the Promissory Note or its
obligation t¢o make CD Advances, or shall change the
basis of taxation of payments to the Bank (or its
Lending Office) of the principal of or interest on its
CD Advances or any other amounts due under <this
Agreement in respect of its CD Advances or its
obligation to make CD Advances (except for changes in
the rate of tax on the overall net income of the Bank
or its Lending Office imposed by the jurisdiction in
which the Bank's principal executive office or Lending
Office is located); or

(ii) shall impose, modify or deem applicable any
reserve, special depcsit or similar regquirement
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(including, without limitation, any such requirement
imposed by the Board of Governors of the Federal
Reserve System, but excluding with respect to any CD
Advance any such requirement included in an applicable
Domestic Reserve Percentage) against assets of,
depesits with or for the account of, or credit extended
by, the Bank (or its Lending Office) or shall impose on
the Bank (or its Lending Office) or on the United
States market for certificates of deposit any other
condition affecting its CD Advances, the Promissory
Note or its obligation to make CD Advances;

and the result of any of the foregoing is to increase the
cost to the Bank (or 1its Lending Qffice) o¢f making or
maintaining any CD Advance, or to reduce the amount of any
sum received or receivable by the Bank (or its Lending
Cffice) under this Agreement or under the Promissory Note
with respect thereto, by an amount deemed by the Bank to be
material, then, within 15 days after demand by the Bank, the
Board shall pay to the Bank such additional amount or
amounts as will compensate the Bank for such increased cost
or reducticn.

{b} If after the date hereof, the Bank shall have
determined that the adoption of any applicable law, rule or
regulation regarding capital adeguacy, or any change there-
in, or any change in the interpretation or administration
thereof by any governmental authority, central kank or
comparable agency charged with the interpretation or admini-
stration thereof, or compliance by the Bank (or its Lending
Office) 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 of 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 inte cone-
sideration the Bank's policies with respect to capital
adegquacy) 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 shall pay to the Bank such additional amount
or amounts as will compensate the Bank for such reduction.

(c) The Bank will promptly notify the Board 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 will designate a different Lending
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 reascnable averaging and attribution
methods.
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ARTICLE X
MISCELLANEOUS

Section 10.01. Notices and Accounts. Except as
otherwise provided herein, all notices, requests and other
communications to any party hereunder shall be in writing
(1nclud1ng bank wire, telex or similar writing) and shall be
given to such party at its address set forth on the
signature pages hereof or such other address or telex number
as such party may hereafter specify for the purpose of
giving notice. Each such notice, request or other
communication shall be effective (i) if given by telex, when
such telex is transmitted to the +telex number hereafter
specified by any party for the purpose of giving notice and
the appropriate answerback is received, (ii) if given by
mail, 72 hours after such communication is deposited in the
mails with first class postage prepaid, addressed as
aforesaid, or (iii) if given by any otner means, when
delivered at the address specified in this Section: provided
that notices to the Bank under Article II hereof shall not
be effective until received.

Section 10.02. No Waivers. No failure or delay by the
Bank in exercising any right, power or privilege hereunder
or under the Promissory Note or otherwise 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 privilege. The
rights and remedies herein provided shall be cumulative and
not exclusive of any rights or remedies provided by law.

Section 10.03. Costs, Expenses and Taxes. The Beard
shall pay (i) ali reasonable out-of-pocket expenses of the
Bank (including fees and disbursements of counsel to the
Bank) in connection with the preparation of this Agreement,
any waiver or consent hereunder or any amendment hereof or
any Default or alleged Default by the Board hereunder, and
(ii1) if an Event of Default occurs, all out-of-pocket
expenses incurred by the Bank, in connection with such Event
of Default and collection and other enforcement proceedings
resulting therefrom. In addition, the Becard shall pay any
and all stamp taxes and other taxes and fees payable or
determined to be payable in connection with the execution
and delivery of this Agreement and the Promissory Note.

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 1s ©prohibited, unenforceable or not
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authorized shall be ineffective to the extent of such
prohibition, unenforceability or non-authorization without
invalidating the remaining provisions hereof.

Section 10.06. Headings. Section headings in this
Agreement are included herein for convenience of reference
only and shall not constitute a part of this Agreement for
any other purpose.

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
interpret this Agreement shall be in Travis County, Texas.

Section 10.09. Successors and Assigns; Participations.
This Agreement may not be assigned by Bank, 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 Bank in the sale of participations. The
Board recognizes that Bank contemplates entering into
participation agreements with certain other participants
whereby the several participants will participate with Bank
in the Promissory Note and in a portion of each Advance made
by Bank under the Preomissory Note. Accordingly, the Board
confirms that all of its representations, warranties,
covenants, certifications and obligations under this
Agreement and the Promissory Note, as well as all rights
under the lien and pledge securing the payment of the
Promissory Ncte and granted to Bank pursuant to the
Resolution and Section 2.10 of this Agreement, are for the
benefit of the participants as well as for the benefit of
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
exXist. S

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: BOARD OF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM

201 West Seventh Street

Austin, Texas 78701
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Address/Lending Cffice: MORGAN GUARANTY TRUST COMPANY OF
NEW YORK

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

BOARD OF REGENTS CF THE UNIVERSITY OF TEXAS SYSTEM
CREDIT AGREEMENT PROMISSORY NCTE

Austin, Texas
December 5, 1986

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 Rdvance on the dates
and at the rate or rates provided for in the Amended and
Restated Credit Agreement. All such payments of principal
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 he recorded by the Bank and, prior to any
transfer herecf, endorsed by the Bank on the schedule
attached hereto, or on a continuvation 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 December
5, 1986 between the Borrower and the Bank (as the samz may
be amended from ¢time to time, the "Amended and Restated
Credit Agreement”}. Terms defined 3in the Amended and
Restated Credit Agreement are used herein with the same
meanings. Reference is made to the Amended and Restated
Credit Agreement for provisions for the prepayment hereof.

If the holder enforces this Promissory Note wupon
default, the Borrower shall reimburse the holder for
reascnable costs and expenses incurred by the holder in
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collection, including attorney's fees and expenses as set
out in Section 10.03 of the Amended and Restated Credit
Agreement. This FPromissory 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 Promisscry Note, including the interest herein, is
payable solely from and secured by a lien upon and pledge of
certain revenues and certain cother valuable funds and moneys
of the Borrower, all as set forth in the Amended and
Restated 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 valcocrem taxes for the
payment of the principal of and interest on this Promissory
Neote). Reference is made to the Amended and Restated Credit
Agreement and such Resolution for the provisions relating to
the security cf this Promissory Note and the duties and
cbligations of the Borrower.

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

BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM

Attest:

By:

Secretary
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Promissory Note (cont'd)

ADVANCES AND PAYMENTS OF PRINCIPAL

Amount Amount of ~
Date Frime or of Principal @ Maturity Notation
CD Advance Advance Repaid Date Made by




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 December 5, 1986 between the Board and the Bank
{the "Agreement"), issues this notice for an Advance to be
made under the Agreement as follows:

1, Date Advance is to be made (which shall be
Business Day):

2. Amount of Advance:

.
L4

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:

.
¢

S. If the Advance is not a Repayment Advance, the
Maturity Date (which shall be the date referred to in item 1
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:

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, the Board
‘certifies to the Bank that at the date of this Notice of
Advance and on the date of the Advance, the conditions
specified "in Section 3.02 of the Agreement have been
satisfied. Capitalized terms herein are used with the
meaning given in the Agreement.

Date of this Notice BOARD OF REGENTS OF THE
of Advance: UNIVERSITY OF TEXAE SYSTEM

BY:
Authorized Representative
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EXHIBIT C

[Letterhead of James L. Crowson,
Vice Chanceller and General Counsel]

; 1986

Morgan Guaranty Trust Company
of New York

New York, New York
{the "Bank")

Gentlemen:

I am general counsel to the Boar@ of Regents of The
University of Texas System (the "Beard") 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 December 5, 1986, the issuance cof a promissory
note of the Board ("Promissory Note") under the Agreement in
an aggregate principal amount of up to $109,000,000 and the
Resolution adopted by the Board on December 5, 1985 and the
supplemental resclution theretc adopted December 4, 1986
providing for the execution and delivery of the Agreement
and issuance of the Promissory Note (together the
"Resolution"). 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, 1 have examined the
following:

1. A certified copy of the Resclution, which
Resolution authorizes, among other things, the
followings

- . execution and delivery of the Original
Credit Agreement, the Agreement, and the
Promissory Note;

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

c. execution and delivery of the Issuing
and Paying Agent Agreement, as defined in the
Resolution; and o




execution and delivery of the Project

executed counterpart of the Agreement;

. executed counterpart of the Remarketing
Agreement;

4. An executed counterpart of the Issuing and
Paying Agent Agreement;

5. The executed Promissory Note:

6. Article 717q, Vernon's Annotated Texas Civil
Statutes, as amended, and Chapter 919, Acts of the 69th
Legislature, Regular Session, 1985 (codified as Section
65.46, Texas Education Code) V.A.T.C.S5., as amended
(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 opiniones herein contained; and

7. Such other agreements, documents,
certificates, opinions, letters, and other papers,
including all documents delivered or distributed on the
Closing Date (as defined in the Original Credit
Agreement) and on the Effective Date (as defined in the
Agreement) pursuant to Section 3.01 of each of the
Original Credit Agreement and the Agreement, as 1 have
deemed necessary or appropriate in rendering the
cpinions set forth below.

In my examination, 1 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
constitutes the valid and binding agreement of the Bank,
enforceable in accordance with its terms against the Bank.

4
Based upon the foregoing, and subject +to the
gualifications 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 is a duly organized and validly
existing agency and political subdivision of the State
of Texas with full power and authority to own and
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
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Promissory Note in connection therewith. The Board has
full legal right, power and authcrity (a) to enter into
the Agreement, ¢the Remarketing Agreement and the
Issuing and Paying Agent 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 transac-
tions contemplated by the Resolution, the Agreement,
the Promissory Note, the Remarketing Agreement and the
Issuing and Paying Agent 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 1its part
contained in the Resolution, the Project Notes, the
Agreement, the Promissory Note, the Remarketing Agree-
ment and the Issuing and Paying Agent Agreement,

2. By official action of the Board, the Becard
has duly adopted the Resolution, has duly autheorized
and approved the execution and delivery 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 o©of the Resoluticn, the Agreement, the
Promissory Note and the Project Notes has been executed
anéd 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, ligquidation 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 or approval of any
governmental authority, agency or bureau not already
obtained is required in connection with (i) the wvalid
execution and delivery of the Resolution, the Project
Notes, the Agreement, the Promissory Note, the
Remarketing Agreement, or the Issuing and Paying Agent
Agreement by the Board; (ii) the performance by the
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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
constitute 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 Remarketing Agreement and the Issuing and Paying
Agent Agreement, 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
Issuing and Payinag Agent 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 constitute a breach of or default under any
constituticnal provision, law, administrative
regulation, judgment, decree, 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 properties or assets is
octherwise 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
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, cr enjoin the sale, issuance or delivery of
the Project Notes or the Promissory Note, or (iii} in
any way contesting or affecting the wvalidity or
enforceability of the Project Notes, the Resoclution,
the Agreement, the Promissory Note, the Remarketing
Agreement or the Issuing and Paying Agent Agreement, or
(iv) 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 Promissory Note, the adoption of the
Resolution, or the execution and delivery of the
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Agreement, the Project Notes, the Promissory Note, the
Remarketing Agreement, or the Issuing and Paying Agent

Agreement, or the performance of the Board's obliga--
tions thereunder, or {(vi) contesting the powers of the

Board or questiocning 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, o©f the Fund,

wherein an unfavorable decision, ruling or €£inding

would materially adversely affect the validity or
enforceability of the Project Notes, the Resclution,

the Agreement, the Promissory Note, the Remarketing
Agreement, or the Issuing and Paying Agent 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 Obligaticons and Short Term
Obligations and other cobligations of the Board under
the Constituticnal 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
Payment Fund (as defined in the Resclution) 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
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 therein except in the records of the Board.

Yours very truly,

James L. Crowson
Vice Chancellor and
General Counsel




EXHIBIT D

McCALL, PARKHURST & HORTCN VINSON & ELKINS

Morgan Guaranty Trust Company
of New York

New York, New York
(the "Bank")

Gentlemen:

We have acted as co~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 $109,000,000 under the Amended and Restated
Credit Agreement dated December 5, 1986 (the "Agreement”")
between the Bank and the Board and in connection with the
Resolution adopted by the Board on December 5, 19385 and the
supplemental resolution thereto adopted December 4, 1986
providing for the execution and delivery of the Agreement
and issuance of the Promisscry Note (together, the
"Resoluticn"). This opinion is provided to the Bank
pursuant to Section 3.01(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
authorizes, among other things, the following:

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

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

(c) execution and delivery of the Issuing and
Paying Agent Agreement, as defined in the Resolution;
and '

"{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 of tihe Issuing and Paying
Agent Agreement;

(5) the executed Promissory Note;

(6) Article 717q, Vernon's Annotated Texas Civil
Statutes, as amended, Chapter 919, Acts of the 69th
Legislature, Regular Session, 1985 (codified as Section
65.46, Texas Education Code) (c¢ollectively, 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 James L. Crowscn, Esq., general
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 Closing Date (as defined in
the Original Credit Agreement) and on the Effective Date (as
defined in the Agreement) pursuant to Section 3.01 of each
of the Original Credit Agreement and the Agreement, as we
have deemed necessary or appropriate in rendering the
ocpinion 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 wupon the foregoing, and subject to the
gualifications 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 herecf, that:

1. 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.
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2. The Board has duly adopted the Resclution and
has duly authorized and approved the executicn 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 authorizatieon, consent, approval, permit,
license or exemption of, or filing or registration
with, any geovernmental 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 Issuing and Paying
Agent 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
Issuing and Paying Agent Agreement do not and will not
conflict with or constitute a breach cof or default
under any constitutional provision, law, or
administrative regulation.

6. The Promissory Note, ratably with the Project
Notes, is solely payvable 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

-3-
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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
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 Pricrity Obligations, and except as so provided
the lien of such security interest and pledge is valid
and binding in accordance with 1its 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 Resoluticn reserves the right and
permits the issuance of (a) Fund Priority Obligations
and additional Short Term Obligaticns and (b)
obligations which are 3junior 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 applicable
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 6f Texas.

Our opinions in paragraphs 3 and 6 above as to
enforcement are qualified and 1limited by bankruptcy,
insolvency, reorganization, moratorium, 1liguidaticn and
other similar laws now or hereafter in effect relating to or
affecting generally the enforcement of creditors' rights and °
remedies and by the 1limitations on creditors' remedies
contained in 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 cf title of the
Board@ or the Fund to properties pledged and encumbered.

- Very truly yours,

McCALL, PARKHURST & HORTON

VINSON & ELKINS

- 67 - 813
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EXHIBIT E

GENERAL CERTIFICATE

THE STATE OF TEXAS

THE UNIVERSITY OF TEXAS SYSTEM

We, the undersigned, Executive Vice Chancellor for
Asset Management ' and 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 December 5, 1986
(the "Agreement") between the Becard of Regents of The
University of Texas System {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 December
5, 1985, and attached hereto as Exhibit B is a true.-and
correct copy of the Resolution duly adopted by the Board on
December 4, 1986, duly amending the Board's Resclution of
December 5, 1985.

3. That on December 5, 1985, and at all times since
such date, the following named persons have duly constituted
the Board and cfficers of the System:

Name Office

Jess Hay Chairman
Robert B, Baldwin, III Vice Chairman
Shannon H. Ratliff Vice Chairman
Jack S. Blanton Vice Chairman
Jancy Slaughter Briscoe Member

(Mrs. Dolph)

Beryl Buckley Milburn Member

(Mrs. Malcolm)

Tom B. Rhodes. Member

Bill Roden Member

Mario Yzaguirre Member

4. That on December 5, 1985, 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 signa-
ture and that each of such persons is an Authorized Repre-
sentative under the Resolution:
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_ Executive Vice Chancellor
Michael E. Patrick for Asset Management

Vice Chancellor and
James L, Crowson General Counsel

. Director of Asset Strategy
Brenda F. Meglasson and Planning

Manager of Debt Administration

Thomas G. Ricks

Manager of Endowment
James S. Wilson Real Estate

5. That other than in connection with the
authorization 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
(collectively the "Note Agreements”) or the issuance of the
Project Notes or the Promissory Note have been repealed,
revoked, amended or rescinded.

6. That to the best of our 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 Issuing
and Paying Agent Agreement, the Remarketing
Agreement or the Trust Agreement, or to
perform any actions required to be performed -
under any of such instruments; or

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 Resclution and the
Agreement with respect to the Project Notes
and the Promissory Note; or -

in any way contesting the validity of the
Resolution, or the validity or enforceability
or the execution and delivery of the Project
Notes, the Agreement, the Promissory Note,
the Issuing and Paying Agent Agreement, the.

-2-
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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 Issuing and
Paying Agent Agreement, the Remarketing
Agreement or the Trust Agreement; or

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

7. 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;

B. That the Series 1985 Bonds are the only
outstanding Permanent University Fund Obligations of the
Board, other than the Project Notes and the Promissory Note;

9. That the cost value of the investments and other
assets of the Permanent University Fund (exclusive of real
estate), 1is in excess of $2,631,393,694 and the total
principal amount of Permanent University Fund Obligations of
the Board that are outstanding (assuming outstanding
Advances under the Promissory Note of $109,000,000) 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;

10. That neither the Board nor the System is 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;

11. That the following table shows the estimated and
anticipated 1Interest of the System in the Available
University Fund during the years 1987 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 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:




. Estimated and Anticipated Interest
Fiscal Year of The University of Texas System
Ending August 31 B in the Available University Fund

1987 $139,570,000
1988 : 140,898,000
1989 142,618,000
1990 145,391,000
1991 156,215,000

12. That the following table shows the total
dividends, interest, and other income from the Permanent
University Fund (including nondivisable income but excluding
nondivisable expenses and less administrative expenses) for
the years indicated and the respective Interests in such
income for each year actually distributed to the System and
The Texas A&M University System, respectively:

Figcal Year Interest of Interest of The
Ending The University Texas A&M Uni-
August 31 Total of Texas System versity Svstem

1982 $151,651,000 §103,954,000 $47,697,000
1983 164,665,000 112,503,000 52,162,000
1984 179,069,000 121,923,000 57,146,000
1985 194,562,000 131,920,000 62,642,000
1986%* - 214,811,000 144,911,000 69,900,000

*unaudited figures

13. That (1) each of +the representations and
warranties of the Board contained in. Article IV of the
Agreement 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
the Agreement satisfies the provisions contained in
paragraph (a) of Section 6.04 of the Resclution.
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14, That Jess Hay is the duly appointed Chairman of
the Board and the signature appearing below is his genuine
signature,

Jess Hay

WITNESS OUR HAND AND THE SEAL OF THE SYSTEM this
day of December, 1986.

Executive Vice Chancellor for
Asset Management

Executive Secretary, Board of
Regents

(SEAL OF THE UNIVERSITY
'OF TEXAS SYSTEM)

The signatures of the officers subscribed abOVe'aﬁdvin
paragraph 14, are hereby certified to be true and geruine.

(Bank)

Authorized Officer

{BANK SEAL)
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EXHIBIT "F"

December __, 1986

Board of Regents of The University
-0f Texas System
Attorney General of the State of Texas
Standard & Poor's Corporation
Moody's Investors Service Inc.

Dear Sirs:

We have acted as counsel to Morgan Guaranty Trust Com-

pany of New York, a New York trust company (the "Bank), in

. conhection with the Amended and Restated Credit Agreement

dated as of December 5, 1986 (the "Agreement"™) between the

Boar@ of Regents of The University of Texas BSystem (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 cf fact
and law as we have deemed necessary or advisable for pur-
poses of this opinion and have, with your approval and with-
out limiting the generality of the foregoing, assumed the
correctness in all material respects of the representations
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 exe-
cute, deliver and perform its obligations under the
Agreement. :

2. The Agreement has been duly executed and de-
livered 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 insclvency, reorganization,
liquidation, meoratorium or other similar laws affecting
the enforcement of creditors' rights generally as such
laws would apply in the event of the insclivency, reor-
ganization or ligquidation of, or other similar occur-
rence 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 (including
without limitation the remedy of specific performance)
may be limited by equitable principles of general ap-
plicability.

The opinion set forth in paragraph 3 above as to the
validity, binding effect and enforceability of the Agree-
ment, the governing law of which is expressly stated to be
the law of the State of Texas, is subject to the Agreement
being valid, binding and enforceable in accordance with its
terms under the laws of the State of Texas, as to which,
with your approval, we have made no investigation and there-
fore express no opinion.

We are members of the Bar of the State of New York and,
with your approval, the opinion contained herein is limited
to the law of the State of New York 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 G

Attorney General of the State of Texas
Attention: Public Finance Division
Capital Station

Austin, Texas 78711

Board of Regents of The University
of Texas System

201 West 7th Street

Austin, Texas 78701

Standard & Poor's Corporation
25 Broadway
New York, New York 10004

Mocody's Investor Service
99 Church Street
New York, New York 10007

Dear Sirs:

We have acted as special Texas counsel to Morgan
Guaranty Trust Company of New York ("Morgan Guaranty") in
connecticn with the Amended and Restated Credit Agreement
dated as of December 5, 1986 (the "Agreement®™) between the
Board of Regents o©of The University of Texas System (the
"Board"™) and Morgan Guaranty. Terms defined in the
Agreement and not otherwise defined herein shall have the
meaning given to them in the Agreement.

We have examined copies of the Agreement, the Original
Resolution adopted by the Board on December 5, 1985 and the
Resolution adopted by the Board on December 4, 1986 and have
assumed the correctness in all material respects of the
warranties made in the Agreement by the Board.

Based on the foregoing, we are of the opinion that,
assuming the due authorization, execution and delivery of
the Agreement by the Board and Morgan Guaranty, the
Agreement constitutes a valid and binding agreement of
Morgan Guaranty enforceable against Morgan Guaranty in
accordance with its terms, except as (x) the enforceability
thereof may be limited by insolvency, reorganization,
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liquidation, moratorium or other similar laws affecting the
enforcement of creditors' rights generally and (y) the
availability of equitable 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 laws of the State of Texas and the Federal law of the
United States of America.

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

Very truly yours,
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2. U. T. Board of Regents: Resolution Authorizing Execution
of a First Supplemental Escrow Agreement Amending the
Board of Regents of The University of Texas System General
Revenue Refunding Bonds, Series 1986 Escrow Agreement with
MBank Austin, National Association, Austin, Texas, and
Authorization for Executive Vice Chancellor for Asset
Management to Execute Agreement.--Fellowlng a brief pre-
sentation by Executive Vice Chancellor for Asset Manage-
ment Patrick, the Board approved a Resolution authorizing
the execution of a First Supplemental Escrow Agreement
with MBank Austin, Naticnal Association, Austin, Texas,
related to The University of Texas System General Reve-
nue Refunding Bonds, Series 1986, and approved the First-
Supplemental Escrow Agreement. Both the Resolution and
the Agreement are set out on Pages 78 - 80.

In addition, Executive Vice Chancellor Patrick was autho-
rized to execute the First Supplemental Escrow Agreement
on behalf of the Board.
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) RESOLUTION
AUTHCRIZING THE EXECUTION OF A FIRST SUPPLEMENTAL
ESCROW AGREEMENT AMENDING THAT CERTAIN
ESCROW AGREEMENT DATED AS OF JULY 15, 1986
RELATING TO THE REFUNDING OF CERTAIN OBLIGATIONS
OF THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM

WHEREAS, it is necessary and advisable that the Board
of Regents of The University of Texas System (the "Issuer")
enter into the first supplemental escrow agreement
hereinafter authorized with MBank Austin, National
Association, Austin, Texas for the purpose of amending that
certain Escrow Agreement dated as of July 15, 1986 (the
"Escrow Agreement"”) relating to the refunding of certain
obligations of the Issuer, through the issuance of the
Issuer's General Revenue Refunding Bonds, Series 1986,

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

Section 1. That the Executive Vice Chancellor for
Asset Management of The University of Texas System is
authorized and directed, for and on behalf of the Issuer, to
sign, seal, and otherwise execute and deliver a first
supplemental escrow agreement in substantially the form and
substance attached to this Resolution and made a part herecof
for all purpcses.

Section 2. That, upon its execution and delivery by
the parties thereto, said first supplemental escrow
agreement shall constitute a binding and enforceable
agreement of the Issuer in accordance with its terms and
provisions.

Section 3. That the Escrow Agreement, as amended and
supplemented by said first supplemental escrow agreement, is
ratified and approved hereby and shall remain in full force
and effect, as so amended.




FIRST SUFPPLEMENTAL

ESCROW AGREEMENT

THIS FIRST SUPPLEMENTAL ESCROW AGREEMENT, dated as of
December 1, 1986 (herein called the "First Supplemental
Agreement”") is entered into by and between the BOARD OF
REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM (herein called the
"Issuer") and MBANK AUSTIN, NATIONAL ASSOCIATION, Austin,
Texas, as escrow agent (herein, together with anv successor
in such capacity, called the "Escrow Agent").

WITNESSETH::

WHEREAS, by resolution of the Issuer dated August 14,
1986 (the "Bond Resolution") the Issuer has heretofore
authorized and has entered into an escrow agreement with the
_Escrow Agent dated as of July 15, 1986 (the "Original
Agreement®” and, together with any amendments or supplements
thereto, including this First Supplemental Agreement, the
"Agreement”™), for the purpose of providing for the safekeep-
ing, investment, administration and disposition of a deposit
made by the Issuer with the Escrow Agent as a firm banking
and financial arrangement for the discharge and final
payment of certain obligations of the Issuer (the "Refunded
Obligations," as defined in the Original Agreement);

WHEREAS, the Issuer desires to amend the Original
Agreement in order to obtain a credit rating from Moody's
Investors Service on the Refunded Obligations;

WHEREAS, the Escrow Agent is a party to this First
Supplemental Agreement to acknowledge its acceptance of the
terms and provisions herecf and its approval of the amend-
ments of the Original Agreement made hereby;

NOW THEREFORE, in consideration of the mutual undertak-
ings, promises and agreements herein contained and other
gocod and valuable consideration, the sufficiency of which
are acknowledged hereby, the Issuer and the Escrow Agent
mutually undertake, promise and agree for themselves and
their respective representatives and successors, as follows:




Section 1. Definitions. The terms "First Supplemental
Agreement," "ilssuer," "Escrow Agent," "Original Agreement"
and "Agreement,” when they are used in this First Supple-
mental Agreement, shall have the meanings assigned to them
in the preamble to this First Supplemental Agreement. All
other capitalized terms used herein, unless otherwise
expressly defined herein or unless the context clearly
indicates otherwise, shall have the meanings assigned to
them in Article I of the Original Agreement,

Section 2. Amendment of Original Agreement. The first
sentence of the first paragraph of Section 4.03 of the
Original Agreement is amended hereby to read as follows:

At the written request of the Issuer, and upon
compliance with the conditions hereinafter stated,
the Escrow Agent shall sell, transfer, otherwise
dispose of or request the redemption of the
Escrowed Securities and appiy the proceeds there-
from to purchase Refunded Obligations or direct
obligations of, or obligations the principal of
and interest on which is unconditionally guaran-
teed by, the United States of America, which do
not permit the redemption thereof at the option of
the obligor.

Section 3. Ratification of Agreement. The Original
Agreement, as amended by this First Supplemental Agreement,
is hereby ratified and approved and shall remain in full
force and effect.

Section 4. Effective Date. This First Supplemental
Agreement shall be effective upon its due authorization and
execution by the parties hereto.

EXECUTED as of the date first written above.

BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM

M.E. Patrick
Executive Vice Chancellor
for Asset Management

MBANK AUSTIN, NATIONAL ASSOCIATION
AUSTIN, TEXAS

By

Peterson Foster
Executive Vice President
and Executive Trust Officer

ATTEST:

By
Title:

(CORPORATE SEAL)
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U. T. System: Permission for Mr. James L. Crowson to
Serve on the Interstate 01l Compact Commission [Regents'
Rules and Requlations, Part One, Chapter III, Section 13,
Subsections 13.(10) and 13.(11)].~--Permission was granted
for Mr. James L. Crowson, Vice Chancellor and General
Counsel of The University of Texas System, to serve on
the Interstate 0il Compact Commission. The Commission's
members serve without remuneration for a term to continue
at the pleasure of the Goverhor.

Mr. Crowson's appointment is of benefit to the State of
TeXas, creates no conflict with his regular duties in
the U. T. System and is in accordance with approval
requirements for positions of honor, trust, or profit
provided in Article 6252-9a of Vernon's Texas Civil
Statutes, and Part One, Chapter ITI, Section 13, Sub-
sections 13.(10) and 13.(11) of the Regents' Rules

and Regulations.

RECESS FOR CCMMITTEE MEETINGS AND COMMITTEE REPORTS TO THE
BOARD.=-~At 1:40 p.m., the Board recessed for the meetings

of the Standing Committees and Chairman Hay announced that
at the conclusion of each committee meeting, the Board would
reconvene to approve the report and recommendations of that
committee.

The meetings of the Standing Committees were conducted in
open session and the reports and recommendations thereof are
set forth on the following pages.
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REPORTS AND RECOMMENDATIONS OF STANDING COMMITTEES

REPORT OF EXECUTIVE COMMITTEE (Pages 82 - 124).--In compliance
with Section 7.14 of Chapter I of Part One of the Regents'
Rules and Regulations, Chairman Hay reported to the Board for
ratification and approval all actions taken by the Executive
Committee since the last meeting. Unless otherwise indicated,
the recommendations of the Executive Committee were in all
things approved as set forth below:

1. U. T. System: Approval of the 1986-87 Revised Educa-
tional and General Operating Budgets (Exec. Com. Let-
ter 87-4).--The Roard, upon recommendation of the
Executive Committee, approved the 1986-87 Revised Educa-
tional and General Operating Budgets for The University
of Texas System as set forth on Pages 83 - 122.

These revised budgets reflect the actions of the U. T.
Board of Regents taken at the October 9, 1986 meeting.
The transfers in or out among the U. T. System component
institutions are shown on the resource pages line 1b for
each institution. The salary reductions are shown on
lines 1d and l1g. The tuition shortfall recovery is
added back on line lh. The budgeted expenditures show
for each institution by element of cost the reductions,
primarily salary cuts, necessary to adjust the budgets
because of the reduced resources available.

These revised budgets are in consonance with Senate
Bill 1 of the Third Called Session of the 69th Legisla-

ture.
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THE UNIVERSITY OF TEXAS AT ARLINGTON

SUMMARY - EDUCATICNAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised
Budget Budget Increase or (Decrease}

1986-87 1986-87 Amount
METHOD OF FINANCING:

SENATE BILL 1 $ 42,466,669 $ (5,095,345)
SYSTEM TRANSFER 3,900,000 3,900,000

GENERAL REVENUE $ 47,562,015 § 46,366,669 § (1,195,346}
ESTIMATED 2.25% SALARY INCREASE 1,689,732 824,663 (865,069)
TEXAS ADVANCED TECHNOLOGY

RESEARCH PROGRAM 199,194 R 210,419 R 11,225
SPECIAL ITEMS U.B. FROM -1985-86 554,707 R 563,930 R 9,223
-006 x GENERAL REVENUE SALARIES (221,968) (221,968)
TUITION SHORTFALL RECOVERY
1986 SAVINGS REAPPROPRIATED TO 1987 932,281 932,281

SUBTOTAL - GENERAL REVENUE

ESTIMATED E&G INCOME
GROSS TUITION $ 12,898,510 $ 12,898,510
LESS: TUITION REVENUE BONDS 1,462,500 1,462,500
SKILES ACT 210,832 210,832
TEXAS PUBLIC EDUCATION
GRANTS PROGRAMS 1,540,672 1,540,672

NET TUITICN

STUDENT FEES 88,600 88,600
OVERHEAD ON SPONSORED PROJECTS 375,090 375,000
EXTENSION AND PUBLIC SERVICE 1,171,141 1,171,141
INTEREST ON TIME DEPOSITS 375,000 275,000
ORGANIZED ACTIVITIES RELATED TO

INSTRUCTION 176,566 176,566
OTHER INCOME

INCOME FROM PATIENTS

SUBTOTAL - ESTIMATED E&G INCOME

OTHER SOURCES
S.B. 1 APPROPRIATED BALANCES
AVAILABLE UNIVERSITY FUND
PUF BONDS SOURCES 630,057 630,057
EDUCATIONAL AND GENERAL CAPITAL
PROJECTS REAPPROPRIATED 550,000 550,000
TRANSFERS FROM OTHER FUND GROUPS

SUBTOTAL - OTHER SOURCES
5 TOTAL RESOURCES

R - Reapprapriated from 1985-86
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THE UNIVERSITY OF TEXAS AT ARLINGTON
SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Revised
Budget
1986-87

Original
Budget
1986-87

Increase or (Decrease)
Amount Percent

a.
b.
c.
d.
e.

a.
b.
c.
d.

BUDGETED EXPENDITURES:

GENERAL ADMINISTRATION AND STUDENT
SERVICES

GENERAL INSTITUTIONAL EXPENSE

STAFF BENEFITS
01d Age and Survivers Insurance
Staff Group Insurance Premiums
Longevity Pay
Worker’s Compensation Insurance
Unemployment Compensation Insurance

RESIDENT INSTRUCTION
Faculty Salaries
Departmental Operating Expense
Instructional Administration
Organized Activities

LIBRARY

ORGANIZED RESEARCH

EXTENSION AND PUBLIC SERVICE

PHYSICAL PLANT OPERATION AND

MAINTENANCE

14

R-R

Plant Support Services
Campus Security
Building Maintenance
Custodial Services
Grounds Maintenance
Utilities

SPECIAL ITEMS
Statutory Units:
a. Institute of Urban Studies
Student Aid:
b. Scholarships
Other Items:
Rural Hospital Outreach Program
Robotics Engineering Research
Program
Texas Advanced Technology
Research Program
Institutional Programs

eappropriated from 1985-86

3,849,418
844,840

3,409,269
1,169,345
1,883,083
169,650
165,000
22,191

39,029,250
30,522,490
7,104,985
1,225,209
176,566
3,407,338
194,236
1,198,846
11,830,707
1,150,875
854,696
1,578,719
1,431,746
468,302
6,346,369
1,995,704
337,230
17,669
67,773
554,707

199,194
819,131

$ 3,736,299

827,481

3,564,099
1,205,820
1,994,374
169,650
165,000
29,255

37,298,965
29,499,294
6,434,565
1,190,043
175,063

3,260,109
194,236
1,192,578
10,603,435
1,057,624
727,144
1,446,314
1,296,248
455,724
5,620,381
1,187,176
329,630
17,669

65,528

563,930 R
240,419 R

$

(113,119)
(17,359)

154,830
36,475
111,291
0

0
7,064

(1,730,285)
(1,023,196)
(670,420)
35, 166)
(1,503}
(147,229)

0

(6,268)
(1,227,272)
(93, 251)
(127,552)
(132,405)
(135,498}
(12,578)
(725, 988)
(808,528
(7,600)

0

(2,245)
9,223

41,225
(819, 131)

20.
-100.
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THE UNIVERSITY OF TEXAS AT ARLINGTON
SUMMARY ~-EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised
Budget Budget Increase or (Decrease)
1986-87 Amount Percent

SUBTOTAL - OPERATING BUDGET $ 65,759,608 § 61,864,378 $ (3,895,230) -5.9%

EDUCATIONAL AND GENERAL
CAPITAL PROJECTS $ 550,000 R § 550,000 R §

GRAND TOTAL

EXCESS OF ESTIMATED INCOME OVER
BUDGET $ (3,243,090 $ (777,514)

ESTIMATED UNAPPROPRIATED BALANCE,
SEPTEMBER 1 3,243,090 777,514

ESTIMATED UMAPPROPRIATED BALANCE,
AUGUST 31

BEXITIEEERN I ASTTWMERART T T =X

R - Reappropriated from 1985-86
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THE UNIVERSITY OF TEXAS AT AUSTI
SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised
Budget Budget Increase or {Decrease)
1986-87 1986-87 Amount Percent

METHOD OF FINANCING:

SENATE BILL 1 $144,904,968 $(17,387,218) -1l0.
SYSTEM TRANSFER (7,950,000) {7,950,000) 100.

GENERAL REVENUE $162,292,186 $136,954,968  $(25,337,218) -15.
ESTIMATED 2.25% SALARY INCREASE 5,423,144 2,804,701 (2,618,443)  -48.
TEXAS ADVANCED TECHNOLOGY

RESEARCH PROGRAM 6,327,000 6,327,000 R 0 0.
ESTIMATED ALLOCATION FROM

COORDINATING CONTINGENCY FUND 400,000 (400,000) -100.
SPECIAL ITENMS U.B. FROM 1985-86 1,792,000 R 1,792,000 R 0 0.
-006 x GENERAL REVENUE SALARIES (730,825) (730,825) 100.
TUITION SHORTFALL RECOVERY 4,286,533 4,286,533 100.
1986 SAVINGS REAPPROPRIATED TC 1987 12,228,795 12,228,795 1090.

SUBTOTAL - GENERAL REVENUE

ESTIMATED E&G INCOME
GROSS TUITION $ 30,700,000 $ 29,357,000 § (1,343,000)
~LESS:  TUITION REVENUE BONDS 3,202,500 3,202,500 0
SKILES ACT 481,000 480,000 (1,000)
TEXAS PUBLIC ERUCATION 0
GRANTS PROGRAMS 3,370,000 3,087,500 (272,500)

NET TUITION

STUDENT FEES : 854,000 $ 832,000 $ (22,000)
CVERHEAD ON SPONSORED PROJECTS 16,500,000 15,500,000 (1,000,000)
EXTENSION AND PUBLIC SERVICE

INTEREST ON TIME DEPCSITS 2,000,000 2,200,000 200,000
ORGANIZZD ACTIVITIES RELATED TO

INSTRUCTION
OTHER INCOME 289,000 234,000 (55,000)
INCOME FROM PATIENTS

SUBTOTAL - ESTIMATED E&G INCOME

OTHER SOURCES
S.B. 1 APPROPRIATED BALANCES
AVAILABLE UNIVERSITY FUND $ 67,265,000 § 67,265,000
PUF BONDS SOURCES 2,113,000 2,113,000
EDUCATIONAL AND GENERAL CAPITAL
PROJECTS REAPPROPRIATED 625,000 625,000
TRANSFERS FROM OTHER FUND GROUPS
RAILROAD COMMISSION - TPRC 115,068 115,068
SYSTEM ADMINISTRATION 1,400,000

SUBTOTAL - OTHER SOURCES 2,
5 TOTAL RESOURCES -4,

R - Reappropriated from 1985-86
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THE UNIVERSITY OF TEXAS AT AUSTIN

SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Revised

Original
Budget

Budget Increase or (Decrease)

Amount Percent

BUDGETED EXPENDITURES:

GENERAL ADMINISTRATION AND STUDENT
SERVICES

GENERAL INSTITUTIONAL EXPENSE

STAFF BENEFITS

. 01d Age and Survivors Insurance
Staff Group Insurance Premiums
Longevity Pay
Worker’s Compensation Insurance

Unemployment Compensation Insurance

Accrued Sick Leave Benefits

RESIDENT INSTRUCTION
Faculty Salaries
Departmental Operating Expense
Instructional Administraticn

LIBRARY
ORGANIZED RESEARCH
EXTENSION AND PUBLIC SERVICE

PHYSICAL PLANT OPERATION AND
MAINTENANCE
Ptant Suppart Services
Campus Security
Building Maintenance
Custodial Services
Grounds Maintenance
Utilities

SPECIAL ITEMS

Student Financial Support:

1. Scholarships - Culturally and
Economically Disadvantaged
Students, including Minority
Opportunity Scholarships

Merit Scholarship Program
Tuition and Fees
Scholarships

Lyndon Baines Johnson School
of PubTic Affairs

Fellowships

Graduate Fellowships and
Scholarships

R - Reappropriated from 1985-86

$ 14,892,262

3,697,542

16,737,673
3,703,980
10,395,158
1,254,535
671,000
63,000
650,000

133,754,918
96,063,084
30,525,080

7,166,754
13,784,438
9,718,256
309,976
54,782,615
3,715,592
2,380,399
8,690,023
7,230,795
1,435,069
31,330,737

41,577,074

4,191,000
1,200,000

116,525

185,000
1,775,000

$ 14,285,201

3,370,705

16,737,673
3,703,980
10,395,158
1,254,535
671,000
63,000
650,000

129,416,045
93,629,851
28,881,601

6,904,593
12,858,869
8,955,336
101,629
53,377,183
3,485,730
2,231,280
8,210,316
6,777,211
1,341,909
31,330,737

39,870,034

4,151,000
1,200,000

116,525

185,000
1,775,000

(607,061)

(326,837)
0
0

(4,338,873)
(2,433,233)
(1,643,479)

(262,161)

(925,570)
(762,920)
(208,347)
(1,405,432)
(229,862)
(149,119}
(479,707)

(453,584)
(93,160)
0

(1,707,040)
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THE UNIVERSITY OF TEXAS AT AUSTIN
SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Revised
Budget
1986-87

Original

Budget Increase or {Decrease)

Amount Percent

14 SPECIAL ITEMS (Continued)
Off-Campus and Statutory Units:

1.

6.
7.

Marine Science Institute -
Port Aransas
Institute for Geophysics
Bureau of Economic Geology
Bureau of Business Research
McDonald Observatory
Radio Astronomy Project
W. L. Moody, Jr. Visitors
Center
Texas Memorial Museum
Winedale Historical Center

Other Items:

1.

fa—y —t el
[ab]
-

— 0O [0 ~ G N N
[ a a L[] - L[] L] . [ [ ]

Lyndon Baines Johnson School

of Public Affairs

Center for Energy Studies

Bureau of Engineering Research
Center for Research in

Water Resources

Ctr. for Transportation Research

Center for African and Afro-
American Studies

Center for Mexican American
Studies

Center for Studies in Texas
History

University of Texas Press
Journals

Science and Engineering
Development Program

LBJ School Executive Development
Program

Academic Positions-Matching
Grants

Humanities Research Center
Acquisitions

Special Equipment and Operations

Engineering - Special Equipment

Natural Sciences - Special
Equipment

Computer Equipment Acquisition

Repair Projects

Special Graduate Fellowships

Special Research Support

Student Financial Aid
Contingency Fund

UT System Center for High
Performance Computing

R - Reappropriated from 1985-86

1986-87

1,215,807
1,859,972
1,028,215
344,701
1,919,270
161,991

45,853

410,284
60,240

966,454
488,492
125,588

185,869
47,242

19,000
19,000
196,727
475,536
1,667,000
125,000
3,000,000
1,000,000
6,000,000
2,500,000
2,500,000
1,500,000
2,000,000
750,000
1,000,G00
500,000

1,997,308

R
R

$ 1,194,977

1,824,301
1,004,137
336,686
1,506,093
158,668

44,711

399,145
58,877

939,522
479,243
122,171

181,317
46,177

159,000
19,000
191,751
461,854
1,667,000
125,000
3,000,000
1,000,000
6,000,000
2,500,000
2,500,000
1,000,000
1,000,000
750,000
1,000,000
500,000

1,972,879

(20,830)
(35,671)
(24,078)
(8,015)
(13,177)
(3,323)

(1,142)

(11,139)
(1,363)

(26,932)
(9,249)
(3,417)

(4,552)
(1,065)

0
a

(4,976)
(13,682)

0
(500,000)
(1,000,000)

0

0

0

(24,429)

-33.
-50.
0.
0.

0.
-1.
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SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised
Budget Budget Increase or (Decrease)
1986-87 Amount Percent

15 Texas Advanced Technology
Research Program
16 SUBTOTAL - OPERATING BUDGET

17 EDUCATIONAL AND GENERAL
CAPITAL PROJECTS $ 625,000 R § 625,000 R §

18 GRAND TOTAL

19  EXCESS OF ESTIMATED INCQME OVER :
BUDGET $ (6,564,857) $§ (9,400,435)

20  ESTIMATED UNAPPROPRIATED BALANCE,
SEPTEMBER 1 6,564,857 9,400,435

21  ESTIMATED UNAPPROPRIATED BALANCE,
AUGUST 31 -

R - Reappropriated from 1985-86
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SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised
Budget Budget Increase or (Decrease)
1986-87 Amount

METHOD OF FINANCING:

SENATE BILL 1 $ 20,521,409 § (2,434,045)
SYSTEM TRANSFER 1,100,000 1,100,000

GENERAL REVENUE § 22,955,455 § 21,621,409 § (1,334,046)
ESTIMATED 2.25% SALARY INCREASE 761,806 407,520 (354,286)
TEXAS ADVANCED TECHNOLOGY

RESEARCH PROGRAM 100,000 106,576 R 6,576
SPECIAL ITEMS U.B. FROM 1985-86 115,000 126,659 R 11,659
.006 x GENERAL REVENUE SALARIES (106,188) (106,188)
TUITION SHORTFALL RECOVERY 732,88 732,886
1986 SAVINGS REAPPROPRIATED TO 1987 798,959

SUBTOTAL - GENERAL REVENUE

ESTIMATED E&G INCOME
2a GROSS TUITION $ 3,290,977 § 3,290,977
2b LESS: TUITION REVENUE BONDS 495,000 495,000
2¢ SKILES ACT 48,000 48,000
2d TEXAS PUBLIC EDUCATION '
GRANTS PROGRAMS 373,673 373,673

NET TUITION

STUDENT FEES $ ,
OVERHEAD ON SPONSORED PROJECTS 1,425,000 1,425,000
EXTENSION AND PUBLIC SERVICE
INTEREST ON TIME DEPOSITS 72,000 72,000
ORGANIZED ACTIVITIES RELATED TO
INSTRUCTION 1,734,987 1,734,987
OTHER INCOME (10,000)
INCOME FROM PATIENTS

SUBTOTAL - ESTIMATED E&G INCOME

oo L] oo (=1 (=] Qoo

'
[78)

'
o

OTHER SOURCES
S.B. 1 APPROPRIATED BALANCES
AVAILABLE UNIVERSITY FUND ‘
PUF BONDS SOURCES - LIBRARY 239,000 239,000
EDUCATIONAL AND GENERAL CAPITAL
PROJECTS REAPPROPRIATED 108,703 102,003
TRANSFERS FROM CTHER FUND GROUPS

SUBTOTAL - OTHER SOURCES
5 TOTAL RESOURCES

R - Reappropriated from 1985-86




THE UNIVERSITY OF TEXAS AT DALLAS -
SUMMARY - EDUCATIONAL AND GENERAL BUDGET

Comparison of Original 1986-87 with Revised 1986-87

BUDGETED EXPENDITURES:

GENERAL ADMINISTRATION AND STUDENT
SERVICES

GENERAL INSTITUTIONAL EXPENSE

STAFF BENEFITS

. 01d Age and Survivors Insurance
Staff Group Insurance Premiums
Longevity Pay
Worker’s Compensation Insurance
Unemployment Compensation Insurance
Accrued Vacation and Sick Leave

RESIDENT INSTRUCTION
Faculty Salaries
Departmental Operating Expense
Instructional Administration
Organized Activities

LIBRARY
ORGANIZED RESEARCH

PHYSICAL PLANT OPERATION AND
MAINTENANCE
Plant Support Services
Campus Security
Building Maintenance
Custodial Services
Grounds Maintenance
Utilities

SPECIAL ITEMS
Tuition Scholarships
Science Development Program
Scientific Computing Resources
Institutional Programs
University of Texas Regional
Computer Center
Texas Advanced Technology
Research Program

SUBTOTAL - OPERATING BUDGET

R - Reappropriated from 1985-86

Original

1,987,205
210,249

1,578,999
398,586
1,024,957
66,576
66,000
5,880
17,000

18,173,263
13,179,277
2,904,472
541,819
1,547,695

1,229,084
271,271

6,075,943
371,242
295,233
770,964
724,025
464,258

3,450,221

1,264,764
10,000
100,000
15,000
639,764

400,000
100, 000

Revised
Sudget
1986-87

1,962,443
222,573

1,578,999
398,586
1,024,957
66,576
66,000
5,880
17,000

18,114,628
13,179,277
2,859,815
527,841
1,547,695

1,204,961
264,644

6,007,920
361,414
287,057
752,212
708,265
453,405

3,445,567

1,444,510
10,000
100,000
26,659
801,275

400,000
106,576

Increase or (Decrease)

$

Amount Percent

(24,762) -1.
12,324

(58,635)
0

(44,657)
(13,978)
0

(24,123)
(6,627)

(68,023)
(9,828)
(8,176)

(18,752)

(15,760)

(10,853)
(4,654)

179,746
0

¢
11,659
161,511
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THE UNIVERSITY OF TEXAS AT DALLAS '

SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised
Bugget Budget Increase or (Decrease)

1986-87 1986-87 Percent
EDUCATIONAL AND GENERAL
CAPITAL PROJECTS $ 108,703 R § 102,003 R § (6,700) ~6.2%
GRAND TOTAL $ 3,200 0.0%

EXCESS 0? ESTIMATED INCOME OVER
BUDGET $ (951,226) § (1,215,566)

ESTIMATED UNAPPROFRIATED BALANCE,
SEPTEMBER 1 951,226 1,215,566

ES':TIMATED UNAPPROPRIATED BALANCE, |
AUGUST 31 0

R - Reappropriated from 1985-86
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THE UNIVERSITY OF TEXAS AT EL PASO

SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised '
Budget Budget Increase or (Decrease)
1986-87 Amount Percent

METHOC OF FINANCING:

SENATE BILL 1 $ 22,449,865 $ (2,679,532)
SYSTEM TRANSFER 1,000,000 1,000,000

GENERAL REVENUE $ 25,129,397 § 23,449,865 § (1,679,532)
ESTIMATED 2.25% SALARY INCREASE 876,872 440,677 {436,195}
TEXAS ADVANCED TECHNOLOGY

RESEARCH PROGRAM 104,000 104,000 R 0
SPECIAL ITEMS U.B. FROM 1985-86

-006 x GENERAL REVENUE SALARIES (114,828) (114,828)
TUITION SHORTFALL RECOVERY 1,030,259 1,030,255
1986 SAVINGS REAPPROPRIATED TO 1987 433,673 433,673

SUBTOTAL - GENERAL REVENUE

ESTIMATED E&G INCOME
2a GROSS TUITION 10,100,526 $ 10,100,526
2b LESS: TUITION REVENUE BONDS 937,500 937,500
2¢ . SKILES ACT 145,990 145,990
2d TEXAS PUBLIC EDUCATION
GRANTS PROGRAMS 1,034,000 1,034,000

NET TUITION

STUDENT FEES $ 286,000 § 286,000
OVERHEAD ON SPONSORED PROJECTS 365,000 365,000
EXTENSION AND PUBLIC SERVICE 208,785 208,785
INTEREST ON TIME DEPOSITS 415,000 415,000
ORGANIZED ACTIVITIES RELATED TO
INSTRUCTION

OTHER INCOME 121,550 121,550
INCOME FROM PATIENTS

SUBTOTAL - ESTIMATED E&G INCOME

OTHER SOURCES
S.B. 1 APPROPRIATED BALANCES
AVAILABLE UNIVERSITY FUND
PUF BONDS SOURCES - LIBRARY 399,428 % 399,428 0%
EDUCATIONAL AND GENERAL CAPITAL
PROJECTS REAPPROPRIATED 939,322 939,322 .0%
TRANSFERS FROM OTHER FUND GROUPS
COMBINED FEE REVENUE FUNDS 1,169,690 199,882 (969,808) -82.9%

SUBTOTAL - OTHER SOURCES -38.7%
5 TOTAL RESOQURCES _ -4.6%

R - Reappropriated from 1985-86
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o THE UNIVERSITY OF TEXAS AT EL PASO
SUMMARY -~ EDUCATIONAL AND GENERAL EUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised
Budget Budget Increase or (Decrease)
1986-87 Amount Percent

BUDGETED EXPENDITURES:

GENERAL ADMINISTRATION AND STUDENT
SERVICES $ 2,712,808 § 2,649,594 § (63,214)

GENERAL INSTITUTIONAL EXPENSE 464,106 452,772 (11,334)

8 STAFF BENEFITS 2,485,694 2,485,694
01d Age and Survivors Insurance 800,000 800,000 -
Staff Group Insurance Premiums 1,426,694 1,426,694
Longevity Pay 160,000 160,000
Horker s Compensation Insurance 95,000 95,000
Untmployment Compensation Insurance 4,000 4,000

RESIDENT INSTRUCTION : 20,861,817 20,490,652 (371,165)
a. Faculty Salaries - 16,785,654 16,478,557 (307,097)
b. Departmental Operating Expense 3,135,254 3,095,828 {39,426)
¢. Instructional Adm1n1strat1on 940,909 916,267 (24,642)

LIBRARY 1,997,141 = 1,964,158 (32,983)
ORGANIZED RESEARCH 100,939 100,092 (847)
EXTENSION AND PUBLIC SERVICE 212,730 209,423 (3,307)

PHYSICAL PLANT OPERATION AND

MAINTENANCE 8,923,943 8,819,743 (104,200)
Plant Support Services 823,142 802,617 (20,525}
Campus Security 611,479 594,316 (17,163)
Building Maintenance 1,205,784 1,182,508 (22,876)
Custodial Services 1,258,504 1,225,844 {32,660)
Grounds Maintenance 384,869 376,419 (8,450)
Utilities 4,640,165 4,637,639 (2,526)

SPECIAL ITEMS 749,904 741,268 (8,636)

Scholarships
(1) Scholarships 50,733 50,733 ]
(2) Scholarships to Juarez High

School Graduates 5,000 5,000 0
Peer Counseling Program 225,035 221,623 (3,412)
Border Development
(1) Inter-American and Border

Studies Institute 94,714 93,121 {1,593)
(2) Office of Technical Development 100,000 100,000 0
E1 Paso Centennial Museum 73,432 71,467 (1,965)
Rural Nursing Health Care Services 86,990 95,324 (1,666)
Texas Advanced Technology
Research Program 104,000 R 104,000 R

R - Reappropriated from 1985-86




S
= .

I B O P A B Ay B N O WD BN B Ea Em
THE UNIVERSITY OF TEXAS AT EL PASO

SUMMARY - EDUCATIONAL AND GENERAL BUDGET -
Comparison of Original 1986-87 with Revised 1986-87

Original Revised
Budget Budget Increase or (Decrease)
1986-87 Amount Percent

!5 SUBTOTAL - OPERATING BUDGET $ 38,509,082 ¢ 37,913,396 $§ (595,686) -1.55%

EDUCATIONAL AND GENERAL CAPITAL
PROJECTS $ 939,322 R § 939,322 R $

GRAND TOTAL

EXCESS OF ESTIMATED INCOME OVER
BUDGET $ (1,450,324) § (2,591,069)

ESTIMATED UNAPPROPRIATED BALANCE,
SEPTEMBER 1 1,450,324 2,591,069

ESTIMATED UNAPPROPRIATED BALANCE,
AUGUST 31 ! 0

EREETIXTAARDIN TTATZITZIIITI=I==

R - Reappropriated from 1985-86




g THE UNIVERSITY OF TEXAS OF THE PERMIAN BASIN
SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised
Budget Budget Increase or (Decrease)
1986-87 1986-87 Amount Percent

METHOD OF FINANCING:

SENATE BILL 1 5,865,197 (692,093)
SYSTEM TRANSFER 250,000 250,000

GENERAL REVENUE $ 6,557,290 6,115,197 (442,093)
ESTIMATED 2.25% SALARY INCREASE 173,322 87,447 (85,875)
TEXAS ADVANCED TECHNOLOGY

RESEARCH PROGRAM
SPECIAL ITEMS U.B. FROM 1985-86

.006 x GENERAL REVENUE SALARIES (22,786) (22,786)
TUITION SHORTFALL RECOVERY 185,106 185,106
1986 SAVINGS REAPPROPRIATED TO 1987 298,656 298,656

SUBTOTAL - GENERAL REVENUE

ESTIMATED E&G INCOME
GROSS TUITION 698,429 628,429
LESS: TUITION REVENUE BONDS 105,000 105,000
SKILES ACT '
TEXAS PUBLIC EDUCATION
GRANTS PROGRAMS

NET TUITION

STUDENT FEES

OVERHEAD ON SPONSORED PROJECTS

EXTENSION AND PUBLIC SERVICE
INTEREST ON TIME DEPOSITS

ORGANIZED ACTIVITIES RELATED TO
INSTRUCTION

OTHER INCOME

INCOME FROM PATIENTS

SUBTOTAL - ESTIMATED E&G INCOME

OTHER SOURCES
S.B. 1 APPROPRIATED BALANCES
AVATLABLE UNIVERSITY FUND
PUF BONDS SOURCES - LIBRARY
EDUCATIONAL AND GENERAL CAPITAL
PROJECTS REAPPROPRIATED
TRANSFERS FROM OTHER FUND GROUPS

SUBTOTAL - OTHER SOURCES
TOTAL RESOURCES
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| THE UNIVERSITY OF TEXAS OF THE PERMIAN BASIN

SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised

: Budget Budget Increase or (Decrease)
No. Item 1986-87 Amount Percent

BUDGETED EXPENDITURES:

GENERAL ADMINISTRATION AND STUDENT
SERVICES $ 590,084 § 576,002 $ {14,082) -2.4%

7  GENERAL INSTITUTIONAL EXPENSE 173,356 170,182 (3,174) -1.8%
STAFF BENEFITS 220,678 220,678 0 0.0%

a. 01d Age and Survivors Insurance 11,490 11,4390 0 0.0%
b. Staff Group Insurance Premiums 179,296 179,296 0 0.0%
¢. Longevity Pay 13,892 13,892 0 0.0%
d. MWorker’s Compensation Insurance 16,000 16,000 0 0.0%
9  RESIDENT INSTRUCTION 3,088,504 3,009,552 (78,952) -2.6%
a. Faculty Salaries 2,451,751 2,385,693 (66,058) -2.7%
b. Departmental Operating Expense 423,623 416,611 {7,012) -1.7%
¢. Instructional Administration 213,130 207,248 {5,882) -2.8%

LIBRARY 504,557 499,517 (5,040)

+ 11  ORGANIZED RESEARCH 9,021 9,021 | _ 0 0.0%
12 PHYSICAL PLANT OPERATION AND
MAINTENANCE 3,115,477 2,889,979 (225,498) -71.2%
a. Plant Support Services 124,576 121,666 {2,910) -2.3%
b. Campus Security 136,175 132,587 (3,588} -2.6%
c¢. Building Maintenance 199,739 195,449 (4,290) -2.1%
d. Custodial Services : 225,244 219,886 (5,358) -2.4%
e. Grounds Maintenance 278,637 272,991 ‘ {(5,648)  -2.0%
f. Utilities 2,151,106 1,947,400 (203,706) -9.5% "
13 SPECIAL ITEMS . 10,000 10,000 0 0.0%
a. Tuition Scholarships 10,000 10,000 0 0.0%
b. Institutional Programs
14 SUBTOTAL - OPERATING BUDGET $ 7,711,677 § 7,384,931 § (326,746 -4.2%

15 EDUCATIONAL AND GENERAL
CAPITAL PROJECTS

GRAND TOTAL

EXCESS OF ESTIMATED INCOME OVER
BUDGET $ (308,803) $ (139,049}

ESTIMATED UNAPPROPRIATED BALANCE,
SEPTEMBER 1 308,803 139,049

19 ESTIMATED UNAPPRUPRIATED.BALANCE,
AUGUST 31 $ 0 0
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THE UNIVERSITY OF TEXAS AT SAN ANTONIO
INCLUDING THE INSTITUTE OF TEXAN CULTURES
SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised
Budget Budget Increase or (Decrease)

1986-87 1986-87 Amount Percent

METHOD OF FINANCING:

SENATE BILL 1 $ 20,079,735 $ (2,394,136)
SYSTEM TRANSFER 1,200,000 1,200,000

GENERAL REVENUE $ 22,473,871 § 21,279,735 § (1,194,136)
ESTIMATED 2.25% SALARY INCREASE 765,385 378,803 (386,582)
TEXAS ADVANCED TECHNOLOGY

RESEARCH PROGRAM
SPECIAL ITEMS U.B. FROM 1985-86

.006 x GENERAL REVENUE SALARIES (98,705) (98,705)
TUITION SHORTFALL RECOVERY o 459,466 459,466
1986 SAVINGS REAPPROPRIATED TO 1987 : 1,143,602 1,143,602

SUBTOTAL - GENERAL REVENUE

ESTIMATED EAG INCOME
GROSS TUITION - $ 5,471,685 § 5,289,171 (182,514)
LESS: TUITION REVENUE BONDS 540,000 540,000 -0
SKILES ACT 109,846 151,289 ' 41,443
TEXAS PUBLIC EDUCATION
GRANTS PROGRAMS 730,681 719,745 (10,936}

NET TUITION

STUDENT FEES 120,525 § 120,525
OVERHEAD ON SPONSORED PROJECTS 300,000 330,000
EXTENSION AND PUBLIC SERVICE
INTEREST ON TIME DEPOSITS 195,000 150,000
ORGANIZED ACTIVITIES RELATED TO

INSTRUCTION
OTHER INCOME 359,662 359,662
INCOME FROM PATIENTS

SUBTOTAL - ESTIMATED E&G INCOME

OTHER SOURCES
S.B. 1 APPROPRIATED BALANCES
AVAILABLE UNIVERSITY FUND
PUF BONDS SCURCES - LIBRARY
EDUCATIONAL AND GENERAL CAPITAL
PROJECTS REAPPROPRIATED
TRANSFERS FROM OTHER FUND GROUPS

SUBTOTAL - OTHER SOQURCES
5 TOTAL RESOURCES

R-Reappropriated from 1985-86
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THE UNIVERSITY OF TEXAS AT SAN ANTONIO
INCLUDING THE INSTITUTE OF TEXAN CULTURES
SUMMARY - EDUCATIONAL AND GENERAL BUDGET
Comparison of Original 1986-87 with Revised 1986-87

Original Revised
Budget Budget Increase or (Decrease)
1986-87 Amount Percent

BUDGETED EXPENDITURES:

GENERAL ADMINISTRATIOM AND STUDENT
SERVICES $ 1,987,898 § 1,905,425 (82,473)

GENERAL INSTITUTIONAL EXPENSE 250,502 233,953 (16,549}

STAFF BENEFITS 1,043,100 1,254,100 211,000
. 01d Age and Survivors Insurance 239,000 450,000 211,000
Staff Group Insurance Premiums 750,000 750,000 0
Longevity Pay ’ ‘ )
Worker’s Compensation Insurance 54,000 54,000 0
Unemployment Compensation Insurance - 100 100 0

RESIDENT INSTRUCTION 14,584,724 14,338,014 (246,710)
.. Faculty Salaries 11,974,290 11,784,022 (190,268)
Departmental Operating Expense 2,127,392 2,088,388 (39,004)
Instructional Administration 483,042 465,604 (17,438)

LIBRARY 1,729,116 1,704,599 (24,517)
ORGANIZED RESEARCH 97,709 97,327 (382)

PHYSTCAL PLANT OPERATION AND '
MAINTENANCE 7,284,485 7,127,626 (156,859)
. Plant Support Services 443,169 428,049 (15,120)
Campus Security 447,161 443,492 (3,669)
Building Maintenance 896,708 876,823 (19,885)
Custodial Services 698,899 691,617 (7,282)
Grounds Maintenance 394,986 388,145 ' (6,841)
Utilities | 4,403,562 4,299,500 (104,062)

SPECIAL ITEMS 2,798,879 2,756,064 (42,815)

. Scholarships 14,405 14,405 0
Institute of Texan Cultures 2,234,388 2,191,573 {42,815)
Institutional Programs 550,086 0
SUBTOTAL - OPERATING BUDGET

15 EDUCATIONAL AND GENERAL
CAPITAL PROJECTS

16