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MEETING NO. 832 

THURSDAY, APRIL 14, 1988.--The members of the Board of Regents 
of The University of Texas System convened in regular session 
at Ii:00 a.m. on Thursday, April 14, 1988, in the Caduceus 
Room on the sixth floor of the Administration Building at The 
University of Texas Medical Branch at Galveston, Galveston, 
Texas, with the following in attendance: 

ATTENDANCE.-- 

Present 
Chairman Blanton, presiding 
Vice-Chairman Ratliff 
Vice-Chairman Roden 
Regent Baldwin 
Regent Barshop 
Regent Beecherl 
Regent Hay 
Regent Moncrief 
Regent Yzaguirre 

Absent 

Executive Secretary Dilly 

Chancellor Mark 
Executive Vice Chancelior Duncan 
Executive Vice Chancellor Mullins 
Executive Vice Chancellor Patrick 

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

RECESS TO EXECUTIVE SESSION.--Chairman Blanton announced 
that the Board would recess to convene in Executive Session 
pursuant to Vernon's Texas Civil Statutes, Article 6252-17, 
Sections 2(e), (f) and (g) to consider those matters set out 
in the Material Supporting the Aqenda: litigation, land 
acquisition and personnel matters. 

RECONVENE.--At 1:30 p.m., the Board reconvened in open session. 

U. T. SYSTEM: INTRODUCTION OF MR. RAY FARABEE, VICE CHANCEL- 
LOR AND GENERAL COUNSEL.--Chairman Blanton introduced and 
welcomed Mr. Ray Farabee as he attended his first Board meet- 
ing as Vice Chancellor and General Counsel of The University 
of Texas System. 

WELCOME AND REPORT BY THOMAS N. JAMES, M.D., PRESIDENT OF THE 
UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON.--Chairman 
Blanton stated that the Board was pleased to be meeting in 
Galveston and expressed appreciation to President James for 
the very generous hospitality extended to the Board. He then 
called on Thomas N. James, M.D., President of The University 
of Texas Medical Branch at Galveston (the host institution). 

On behalf of the faculty, staff and students of U. T. Medical 
Branch - Galveston, President James welcomed the members of 
the Board and other guests to Galveston. With the aid'of 

25~S 
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slides, President James presented a comprehensive overview on 
the approaching centennial year, on the importance of private 
philanthropy (particularly that of The Sealy & Smith Founda- 
tion) and on the mutual benefits shared by the U. T. Medical 
Branch - Galveston and the City of Galveston. 

President James noted that UTMB had made remarkable progress 
since the opening of the institution in 1891 and in a few 
years will celebrate a century of service to the Galveston 
region and the State of Texas. As UTMB approaches its cen- 
tennial year in 1991, Dr. James reiterated that the institu- 
tion will look forward to working with the City of Galveston 
and others to continue its tradition of service and to enhance 
its stature and reputation in health professions education 
and research. 

With regard to the private resources available to the insti- 
tution, Dr. James recognized The Sealy & Smith Foundation, 
The Moody Foundation, The Kempner Foundation and such indi- 
viduals as the Randalls, Bauers, Mitchells and Seinsheimers, 
and noted that the Medical Branch would not be where it is 
today without the generosity of these and other benefactors. 
He emphasized the importance of The John Sealy Memorial 
Endowment Fund for Biomedical Research which was established 
by the Board in December 1986 and cited the John Sealy Hos- 
pital as tangible evidence of The Sealy & Smith Foundation 
generosity. 

President James commented on what the Medical Branch means 
to the Galveston economy and pointed out that the institution 
employs 7500 people, has a $360 million budget and $190 mil- 
lion payroll, and pays $i0.i million in taxes per year. He 
noted that UTMB enhances the quality of life in Galveston, 
provides health care services for the entire State and pro- 
vides increased graduate research opportunities for the State 
and Nation. 

On behalf of the Board, Chairman Blanton expressed apprecia- 
tion to President James for bis very informative report. 

U. T. BOARD OF REGENTS: APPROVAL OF MINUTES OF REGULAR MEET- 
ING HELD ON FEBRUARY ii, 1988.--Upon motion of Vice-Chairman 
Ratliff, seconded by Vice-Chairman Roden, the Minutes of the 
regular meeting of the Board of Regents of The University of 
Texas System held on February ii, 1988, in San Antonio, Texas, 
were approved as distributed by the Executive Secretary. The 
official copy of these Minutes is recorded in the Permanent 
Minutes, Volume XYOXV, Pages 1627 - 2594. 
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SPECIAL ITEM 

U. T. Board of Regents: (a) Adoption of Resolution Authoriz- 
ing Issuance and Sale of Board of Regents of The University 
of Texas System Permanent University Fund Refunding Bonds, 
Series 1988, in the Amount of $I00,000,000, and Awarding the 
Sale of the Bonds to Marine Midland Bank, N.A., New York, New 
York; (b) Designation of MTrust Corp, National Association, 
Austin, Texas, as Paying Agent/Registrar; (c) Award of Con- 
tract to Print the Bonds and official Statement to Pandick 
Dallas, Dallas, Texas; and (d) Appointment of Hutchison Plice 
Boyle & Brooks, Dallas, Texas, as Disclosure Counsel.--Chair- 
man Blanton called on Executive Vice Chancellor for Asset 
Management Patrick to review the recommendations related to 
the adoption of a resolution authorizing the issuance and 
sale of Board of Regents of The University of Texas System 
Permanent University Fund Refunding Bonds, Series 1988, in 
the amount of $100,000,000. 

Following a detailed presentation and upon motion of Regent 
Beecherl, seconded by Regent Barshop, the Board: 

a. Adopted the Resolution set out on Pages 4 - 41 
authorizing the issuance and sale of Board of 
Regents of The University of Texas System 
Permanent University Fund Refunding Bonds, 
Series 1988, in the amount of $i00,000,000, 
and awarding the sale of the boDds to Marine 
Midland Bank, N.A., New York, New York, w~th 
a 6.792343~ net effective interest rate 

b. Designated MTrust Corp, National Association, 
Austin, Texas, as Paying Agent/Registrar 

MTrust Corp will pay the Board of Regents a 
one time lump su~, of $i00 to actas Paying 
Agent/Registrar. 

C. Awarded the contract for printing of the Bonds 
and the Official Statement to Pandick Dallas, 
Dallas, Texas, in the amount of $5,800 

d. Appointed Hutchison Price Boyle & Brooks, Dallas, 
Texas, as Disclosure Counsel. 

After these actions by the Board, Executive Vice Chancellor 
Patrick advised the Board that, in accordance with the authori- 
zation at the February meeting, The University of Texas System 
General Tuition Revenue Refunding Bonds, Series 1986 Escrow Fund 
had been restructured with a resulting gain to the U. T. System 
in excess of $500,000. 
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RESOLUTION 

authorizing the issuance, sale and delivery of 

Board of Regents 

of 

The University of Texas System 

Permanent University Fund Refunding Bonds 

Series 1988 

and approving and authorizing instruments and procedures 

relating thereto 
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RESOLUTION AUTHORIZING THE ISSUANCE, SALE ANDDELIVERY 
OF BOARDOFREGENTS OF THEUNIVERSITYOF TEXAS SYSTEM 

PERMANENTUNIVERSITYFUNDREFUNDING BONDS, SERIES 1988, 
ANDAPPROVINGANDAUTHORIZING INSTRUMENTSANDPROCEDURES 

RELATING THERETO 

WHEREAS, article VII, section 18 of the Texas Constitu- 
tion, as amended, authorizes the Board of Regents (the 
"Board") of The University of Texas System (the "System") to 
issue bonds and notes not to exceed a total amount of 20~ of 
the cost value of investments and other assets of the 
Permanent University Fund established, implemented and 
administered pursuant to article VII of the Texas Constitu- 
tion (the "Permanent University Fund"), exclusive of real 
estate, at the time of issuance thereof and to pledge all of 
any part of its two-thirds interest in the Available Univer- 
sity Fund consisting of the dividends, interest and other 
~ncome from the Permanent University Fund (less adminis- 
trative expenses) including the net income attributable to 
the surface of Permanent University Fund land (the "Avail- 
abie University Fund") to secure the payment of the princi- 
pal and interest of those bonds and notes, for the purpose 
of acquiring land, constructing and equipping buildings or 
other permanent improvements, major repair and rehabili- 
tation of buildings and other permanent improvements, 
acquiring capital equipment and library books and library 
materials, and refunding bonds or notes issued under such 
section or prior law, at or for the System administration 
and component institutions of the System; and 

WHEREAS, the Board heretofore has authorized, issued, 
and delivered, pursuant to such constitutional provision and 
a resolution adopted by the Board on December 5, 1985, its 
Permanent University Fund Variable Rate Notes, Series A (the 
"Refunded Notes"), which ate now outstanding in the aggre- 
gate principal amount of $I00,000,000, and which, along with 
certain other outstanding obligations of the Board, ate 
secured by a pledge of the Board's two-thirds interest in 
the Available University Eund; and 

WHEREAS, th~ Board has determined to issue its ob]iga- 
tions in the aggregate principal amount of $I00,000,000 for 
the purpose of refunding the Refunded Notes, pursuant to 
article VII, section 18 of the Texas Constitution, Texas 
Revised Civil Statutes Annotated articles 717k, 717q and 
other applicable laws; NOW, THEREFORE 

BE IT RESOLVED BY THE BOARD OF REGENTS OF THE UNIVEK- 
SITY OF TEXAS SYSTEM THAT: 
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ARTICLE I 

DEFINITIONS, INTERPRETATIONANDFINDINGS 

Section 1.01. DEFINITIONS. (a) Unless expressly 
provided otherwise herein of unless the context shall 
indicate a contrary meaning or intent, the terms and expres- 
sions defined below, when used in this Resolution, shall 
have the meanings set forth below for all purposes of this 
Resolution, except the FORM OF BOS~ appearing in Section 
2.06 hereof. 

"Additional Parity Bonds and Notes" means the addition- 
al parity bonds and the additional parity notes permitted to 
be issued pursuant to Section 3.04 hereof or pursuant to 
Section 12 of the Series 1985 Resolution. 

"Authorized Denomination" means $5,000 principal amount 
or any integral multiple thereof. 

"Available University Fund" means, as provided in 
article VII, section 18 of the Texas Constitution, as 
amended, 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. 

"Board" means the Board of Regents of the System. 

"Bond" or "Bonds" means any one of more, as the case 
may be, of the bonds authorized by this Resolution, and all 
substitute bonds exchanged therefor, and all other substi- 
tute and replacement bonds issued pursuant to this Resolu- 
tion. 

"Code" means the Infernal Revenue Code of 1986, as 
amended. 

"Counsel's Opinion" shall mean a written legal opinion 
of nationally recognized bond counsel acceptable to the 
Board. 

"Defeased Bond" means any Bond the principal of and 
interest on which is deemed to be paid, retired and no 
longer outstanding within the meaning of this Resolution, 
pursuant to and in accordance with Section 7.02 hereof. 

"Goverrm~ent Obligations" means direct obligations of 
the United States of America, including obligations the 
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principal of and interest on which are unconditionally 
guaranteed by the United States of America, which may be 
United States Treasury obligations such as its State and 
Local Government Series, and which may be in book-entry 
form. 

"Interest and Sinking Fund" means the Board of Regents 
of The University of Texas System Permanent University Fund 
Bonds Interest and Sinking Fund described in Section 3.02 
hereof. 

"Interest of the System," when used with reference to 
the Available University Fund, means the System's two-thirds 
interest in the Available University Fundas apportioned and 
provided in article VII, section 18 of the Texas Constitu- 
tion, as amended. 

"Paying Agent" means the paying agent for the Bonds 
appointed by the Board in Section 2.13 hereof, or any 
successor to such paying agent appointed hereunder. 

"Paying Agent/Registrar" shall mean the entity acting 
as both Paying Agent and Registrar hereunder. 

"Paying Agent Agreement" means that certain Paying 
Agent/Registrar Agreement dated as of the date of issuance 
and delivery of the Bonds to the initial purchasers thereof 
between the Board and the Paying Agent, as authorized by 
Section 2.13 hereof, andas such agreement may be amended 
from time to time in accordance with the terms thereof. 

"Permanent University Fund" means the Permanent Univer- 
sity Fundas created, established, implemented, and adminis- 
tered pursuant to sections i0, II, lla, 15 and 18 of article 
VIl of the Texas Constitution, as amended, and by other 
applicable present and future constitutional and statutory 
provisions. 

"Principal and Interest Requirements" means, with 
respect to any fiscal year of the System, the amounts of 
principal of and interest on ail PUF Bonds scheduled to be 
paid in such fiscal year from the Interest of the System in 
the Availabie University Fund. If the ra~e of interest to 
be borne by any PUF Bonds is not fixed, but is variable of 
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 PUF 
Bonds shall be deemed to bear interest at all times to their 
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maturity or due date at the lesser of (i) the maximum rate 
then permitted by law of (ii) the maximum tate specified in 
such PUF Bonds. 

"PUF Bonds" means the Bonds, the Series 1985 Bonds and 
all Additional Parity Bonds and Notes. 

"Record Date" means, with respect to any scheduled 
interest payment date of scheduled principal payment date on 
the Bonds, the 15th day of the month next preceding such 
payment date. 

"Refunded Notes" means the Board of Regents of The 
University of Texas System Variable Rate Notes, Series A, 
issued under a resolution adopted by the Board on Decem- 
ber 5, 1985 and outstanding in the aggregate principal 
amount of $I00,000,000. 

"Registrar" means the registrar and transfer agent for 
the Bonds appointed by the Board in Section 2.13 hereof, of 
any successor to such registrar and transfer agent appointed 
by the Board hereunder. 

"Registration Books" means the books or records of the 
registration and transfer of the Bonds required to be kept 
by or on behalf of the Board pursuant to Section 2.09 
hereof. 

"Resolution" means this resolution authorizing the 
Bonds. 

"Series 1985 Bonds" means the Board's Permanent Univer- 
sity Fund Refunding Bonds, Serles 1985, issued under the 
Series 1985 Resolution in the original aggregate principal 
amount of $345,970,000. 

"Series 1985 Resolution" means the resolution adopted 
by the Board on October 25, 1985, authorizing the issuance 
of the Series 1985 Bonds, as such resolution may be amended 
from time to time. 

"System" means The University of Texas System, includ- 
ing each of the following existing and operating insti- 
tutions, respectively: 

The University of Texas at Arlington; 
The University of Texas at Austin; 
The University of Texas at Dallas; 
The University of Texas at El Paso; 
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The University of Texas of the Permian Basin; 
The University of Texas at San Antonio; 
The University of Texas at Tyler; 
The University of Texas Southwestern Medical Center at 

Dallas (formerly known as The University of Texas (~~n~¿~(~f 
Health Science Center at Dallas); 

The University of Texas Medical Branch at Galveston; ~~~~u ~~ 
The University of Texas Health Science Center at ,~i~ L¿~~~'¿v~,~ 

Houston; 0~ Tz~_~~ 
The University of Texas Health Science Center at San ~ ~¿~~ , "[--) 

Antonio; M. ~ ~~~~~~~;~~q/ ~~~¿~~[~~f~f 
The University of Texas S~~,~m/Cancer Center;~--~ V'~~~ I' 
The University of Texas Health Center at Tyler; and 
The University of Texas Institute of Texan Cultures at 

San Antonio, 

together with every other institution or branch thereof now 
or hereafter operated by or under the jurisdiction of the 
Board pursuant to law. 

Section 1.02. RECITALS, TABLE OF CONTENTS, TITLES AND 
HEADINGS. The terms and phrases used in the recitals of 
this Resolution have been included for convenience of 
reference only and the meaning, construction and interpreta- 
tion of such terms and phrases for purposes of this Resolu- 
tion shall be determined solely by reference to Section 1.01 
of this Resolution. The table of contents, titles and 
headings ef the articles and sections of this Resolution 
have been inserted for conveniente of reference only and are 
not to be considered a part hereof and shall not in anv way 
modify or restrict any of the terms or provisions hereof and 
shall never be considered or given any effect in construing 
this Resolution or any provision hereof or in ascertaining 
intent, if any question of intent should arise. 

Section 1.03. INTERPRETATION. Unless the context 
requires otherwise, words of the singular number used in 
this Resolution shall be construed to include correlative 
words of the plural number and vice versa, and words of the 
masculine gender shal] be construed to include correlative 
words of the feminine and neuter g~n4ers and vice versa. 
R~ference~ ih this Resc!ution to nuz~ered Ar~icles, Sect~ci~s 
or ~ortions thcreof shal] r~fer to th= respective Azt~cles 
and Sec~i,Jns of thi~ Resolutior, unless expressly speci£~ed 
oth~rwise. The tcrms "hereo~," ':herel,~," "hereun~a~ '~ and 
simi!a~ terms sha!l refer to this Resolution asa who!c =nd 
not to any particular provision of this Resolutien. This 
Resolution and all the terms and provisions hereof shali be 
libera!ly construed to effectuate the provisions set forth 
herein and to sustain the validity of this Resolution. 
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Section 1.04. FINDINGS. The Board officially finds 
and determines, for purposes of article VII, section 18 of 
the Texas Constitution, as amended, that the cost value of 
investments and other assets of the Permanent University 
Fund (exclusive of real estate) is now in excess of 
$3,001,046,709 and that the amount of bonds and notes of the 
Board outstanding and secured by a pledge of the Interest of 
the System in the Available University Fund following the 
issuance of the Bonds will not exceed a total amount of 20% 
of such cost value. 

ARTICLE II 

AUTHORIZATION AND TERMS OF THE BONDS 

Section 2.01. AUTHORIZATION AND AUTHORIZED AMOUNT. 
Pursuant to authority conferred by and in accordance with 
the provisions of the Constitution and laws of the State of 
Texas, particularly article VII, section 18 of the Texas 
Constitution and articles 717k and 717q, Texas Revised Civil 
Statutes Annotated, all as amended, Bonds shall be and 
hereby are authorized to be issued in the aggregate princi- 
pal amount of ONE HUNDRED MILLION DOLLARS ($100,000,000) for 
the purpose of obtaining funds to refund the Refunded Notes, 
all in accordance with and subject to the terms, conditions 
and limitations contained herein. The Bonds ate Additional 
Parity Bonds permitted to be issued under Section 12 of the 
Series 1985 Resolution on a parity and in all respects of 
equal dignity with the Series 1985 Bonds. 

Section 2.02. DESIGNATION, FORM, NUMBERS, DATE AND 
DENOMINATION OF THE BONDS. Each Bond shall be designated: 
"BOARD OF REGENTS OF THE UNIVERSIfY OF TEXAS SYSTEM PERMA- 
NENT UNIVERSITY FUND REFUNDING BOND: SERIES 1988." The 
Bonds shall be issuable only in fully registered form 
without coupons. Unless the Board shall direct otherwise, 
the Bonds shall be lettered and numbered separately from 1 
upward prefixed by the letter R. Each Bond shall be in an 
Authorized Denomination and shall be dated April i, 1988. 

Section 2.03. INTEREST PAYMENT DATES, INTEREST RATES 
AND MATURITY OF THE BONDS. The Bonds shall bear interest at 
the respective rates per annum set forth below, calculated 
on the basis of a 360-day year composed of twelve 30-day 
months, payable on July I, 1988 and on each January 1 and 
July 1 thereafter until maturity or prior redemption and 
shall mature and become payable on July 1 in each of the 
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years and in the respective principal amounts set forth 
below, subject to prior redemption as set forth in the FORM 
OF BOND appearing herein: 

Maturity Date Principal Amount Interest Rate 

(July I) 
1989 $6,000,000 8.500% 
1990 6,000,000 8.375% 
1991 7,000,000 7.250% 
1992 7,000,000 8.500% 
1993 8,000,000 7.000% 
1994 8,000,000 6.300% 
1995 8,000,000 6.500% 
1996 8,000,000 6.600% 
1997 8,500,000 6.700% 
1998 8,500,000 6.800% 
1999 8,500,000 7.000% 
2000 8,500,000 7.000% 
2001 8,000,000 6.000% 

Each Bond authenticated prior to the first Record Date 
on the Bonds shall bear interest from the date thereof. 
Each Bond authenticated on or after the first Record Date on 
the Bonds shall bear interest from the interest payment date 
immediately preceding the date of authentication, unless 
such Bond is authenticated after any Record Date but on or 
before the next following interest payment date, in which 
case such Bond shall bear interest from such next fo!lowing 
interest payment date; provided, however, that if at the 
time of delivery of any exchange of replacement Bond the 
interest on the Bond it replaces or for which it is being 
exchanged is due but has not been paid, then such Bond shall 
bear interest from the date to which such interest has been 
paid in full. 

Section 2.04. MEDIUM AND PLACE OF PAYMENT. The 
principal and redemption price of the Bonds shall be pay- 
able, without exchange or collection charges, in lawful 
money of the United States of America, to the respective 
registered owners thereof upon presentation and surrender 
thereof at maturity or upon the date fixed for redemption 
prior to maturity at the principal corporate trust office of 
the Paying Agent. Interest on the Bonds shall be payable by 
the Paying Agent on each interest payment date, by check or 
draft dated as of such interest payment date, sent by United 
States mail, first-class postage prepaid, to the respective 
owners thereof, at the address of each such registered owner 
as it appears on the Record Date preceding each such 
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interest payment date. In addition, interest may be paid by 
such other method acceptable to the Paying Agent requested 
by, at the risk and expense of, the respective registered 
owners of the Bonds. Any accrued interest due upon the 
redemption of any Bond prior to maturity as provided in this 
Resolution shall be payable to the registered owner thereof 
at the principal corporate trust office of the Paying Agent 
upon presentation and surrender thereof for redemption and 
payment at such principal corporate trust office. 

Section 2.05. REDEMPTION PRIOR TO MATURITY. The Bonds 
may and shall be prepaid or redeemed prior to the stated 
maturities thereof, and notice of such redemption shall be 
given to the registered owners of the Bonds to be redeemed, 
all as set forth in the FORM OF BOND appearing in this 
Resolution. 

Section 2.06. FORM OF BOND. (a) The form of all Bonds 
issued under this Resolution shall be substantially as 
fo!lows, with such appropriate variations, omissions, of 
insertions as are permitted or required by this Resolution. 

FORMOF BOND 

NO. PRINCIPAL ~,iOUNT 
UNITED STATES OF AMERICA $ 

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

PERMANENTUNIVERSITY F UNDREFUNDING BOND 
SERIES 1988 

INTERESTRATE MATURITY DATE DATE OF ORIGINAL ISSUE CUSIP NO. 

.~ April I, 1988 

ON THE MATURITY DATE specified above the BOARD OF 
REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM (the "Issuer"), 
being the governing body of The University of Texas System, 
an agency of the Sta~e of Texas, hereby promises tc pay to 

of the registered ass±gnee hereof 
(either being herein[ uer called the "registered owner") the 
principal amount of and to pay interest 
thereon, calculated on the basis of a 360-day year composed 
of twelve 30-day mon~hs, from APRIL I, 1988, to the maturity 
date specified above, of the date of redemption prior to 
maturity, at the interest rate per annum specified above; 
with interest being payable on JULY I, 1988, and semiannu- 
ally on each J~NUARY 1 and JULY 1 thereafter, except that ir 
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the date of authentication of this Bond is later than 
JUNE 15, 1988, such principal amount shall bear interest 
from the interest payment date next preceding the date of 
authentication, unless such date of authentication is after 
any Record Date (hereinafter defined) but on or before the 
next following interest payment date, in which case such 
principal amount shall bear interest from such next follow- 
ing interest payment date. 

THE PRINCIPAL OF AND INTEREST ON this Bond are payable 
in lawful money of the United States of ~merica, without 
exchange or collection charges. The principal of this Bond 
shall be paid to the registered owner hereof upon presenta- 
tion and surrender of thii Bond at maturity of upon the date 
fixed for its redemption prior to maturity, at the principal 
corporate trust office of MTRUST CORP, NATIONAL ASSOCIATION, 
AUSTIN, TEXAS, which is the "Paying Agent/Registrar" for 
this Bond. The payment of interest on this Bond shall be 
made by the Paying Agent/Registrar to the registered owner 
hereof on each interest payment date by check or draft, 
dated as of such interest payment date, drawn by the Paying 
Agent/Registrar on, and payable solely from, funds of the 
Issuer required by the resolution authorizing the issuance 
of the Bonds (the "Bond Resolution") to be on deposit with 
the Paying Agent/Registrar for such purpose as hereinafter 
provided; and such check or draft shall be sent by the 
Paying Agent/Registrar by United States mail, first-class 
postage prepaid, on each such interest payment date, to the 
registered owner hereof, at the address of the registered 
owner, as ir appeared on the 15th day of the month next 
preceding each such date (the "Recori Date") on the Regis- 
tration Books kept by the Paying Agent/Registrar, as herein- 
after described. In addition, interest may be paid by such 
other method acceptable to the Paying Agent/Registrar, 
requested by, andat the risk and expense of, the registered 
owner hereof. Any accrued interest due upon the redemption 
of this Bond prior to maturity as provided herein shall be 
paid to the registered owner at the principal corporate 
trust office of the Paying Agent/Registrar upon presentation 
and surrender of this Bond for redemption and payment at the 
principal corporate trust office of the Paying 
Agent/Registrar. The Issuer covenants with the registered 
owner of this Bond that on or before each principal paymenz 
date, interest payment date, and accrued interest payment 
date for this Bond ir will make available to the Paying 
Agent/Registrar, from the "Interest and Sinking Fund" 
maintained under the Bond Resolution, the amounts re~aired 
to provide for the payment, in immediately available funds, 
of all principal of and interest on the Bonds, when due. 
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IF THE DATE for the payment of the principal of or 
interest on this Bond shall be a Saturday, Sunday, a legal 
holiday, ora day on which banking institutions in the city 
where the Paying Agent/Registrar is located ate authorized 
by law or executive order to close, then the date for such 
payment shall be the next succeeding day that is not a 
Saturday, Sunday, legal holiday, of day on which such 
banking institutions are so authorized to close; and payment 
on such date have the same force and effect as ir made on 

the original date payment was due. 

THIS BOND is one of an issue of Bonds initially dated 
APRIL i, 1988, authorized in the principal amount of 
$I00,000,000, FOR THE PURPOSE OF PROVIDING FUNDS TO REFUND 
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM PERMANENT 
UNIVERSITY FUND VARIABLE RATE NOTES, SERIES A, NOW OUT- 
STANDING IN THE AGGREGATE PRINCIPAL AMOUNT OF $I00,000,000. 

ON JULY I, 1998, or on any interest payment date 
thereafter, the Bonds of this Series may be redeemed prior 
to their scheduled mazurities, at the option of the Issuer, 
with funds derived from any available and lawful source, as 
a whole of in part in any integral multiple of $5,000 
principal amount, and if in part, the particular Bonds or 
portions thereof to be redeemed shall be selected and 
designated by the Issuer (provided that a portion of a Bond 
may be redeemed only in an integral multiple of $5,000 
principal amount), ata redemption price equal to the par or 
principal amount thereof plus accrued interest to the date 

fixed for redemption. 

AT LEAST 30 days prior to the date fixed for any 
redemption of Bonds or portions thereof prior to maturity a 
written notice of such redemption shall be published once in 
a financial publication, journal, of report of general 
circulation smong securities dealers in the City of New 
York, ~~ew York (including, but not limited to, The Bond 
Buyer and The Wall Street Journal), or in the State of Texas 
(including, but not limited to, The Texas Bond Reporter). 
Such notice also sha!l be sent by the Paying Agent/Registrar 
by Uni~ed States mail, first-class postage prepaid, not less 
than 30 days prior to the date fixed for any such redemp- 
tion, to the registered owner of each Bond to be redeemed at 
its address as it appeared on the 45th day prior to such 
redemption date on the Registration Books kept by the Paying 
Agent/Registrar; provided, however, that the faiiure to 
send, mail, of receive such notice, or any defect therein of 
in the sending or mailing thereof, shall not affect the 
validity of effectiveness of the proceedings for the 
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redemption of any Bond, and it is hereby specifically 
provided that the publication of such notice as required 
above shall be the only notice actually required in 
connection with oras a prerequisite to the redemption of 
any Bonds or portions thereof. By the date fixed for any 
such redemption, due provision shall be made with the Paying 
Agent/Registrar for the payment of the required redemption 
price for the Bonds of portions thereof that are to be so 
redeemed, plus accrued interest thereon to the date fixed 
for redemption. If such written notice of redemption is 
published and if due provision for such payment is made, all 
as provided above, the Bonds or portions thereof that are to 
be so redeemed thereby automatically shall be treated as 
redeemed prior to their scheduled maturities, and they shall 
not bear interest after the date fixed for redemption, and 
they shall not be regarded as being outstanding except for 
the right of the registered owner to receive from the Paying 
Agent/Registrar the redemption price plus accrued interest, 
out of the funds provided for such payment. If a portion of 
any Bond shall be redeemed, a substitute Bond of Bonds 
having the same maturity date, bearing interest at the same 
rate, in any denomination or denominations in any integral 
multiple of $5,000 principal amount, at the written request 
of the registered owner, and in aggregate principal amount 
equal to the unredeemed portion thereof, will be issued to 
the registered owner upon the surrender thereof for 
cancellation, at the expense of the Issuer, all as provided 
in the Bond Resolution. 

THIS BOND OR ANY PORTION HEREOF IN ANY INTEGRAL MULTI- 
PLE OF $5,000 principal amount may be assigned and shall be 
transferred only in the Registration Books of the Issuer 
kept by the Paying Agent/Registrar acting in the capacity of 
registrar for the Bonds, upon the terms and conditions set 
forth in the Bond Resolution. Among other requirements for 
such assignment and transfer, this Bond must be presented 
and surrendered to the Paying Agent/Registrar, together with 
proper instruments of assignment, in form and with guarantee 
of signatures satisfactory to the Paying Agent/Registrar, 
evidencing assignment of this Bond or any portion hereof in 
any integral multiple of $5,000 principal amount to the 
assignee of assignees in whose name or names this Bond or 
any such portion hereof is to be transferred and registered. 
The form of Assignment printed or endorsed on this Bond 
shall be executed by the registered owner or its duly 
authorized attorney or representative, to evidence the 
assignment hereof. A new Bond or Bonds payable to such 
assignee or assignees (which then will be the new registered 
owner or owners of such new Bond or Bonds), of to the 
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previous registered owner in the case of the assignment and 
transfer of only a portion of this Bond, may be delivered by 
the Paying Agent/Registrar in conversion of and exchange for 
this Bond, all in the form and manner as provided in the 
next paragraph hereof for the conversion and exchange of 
other Bonds. The Issuer shall pay the Paying 
Agent/Registrar's lees and charges, ir any, for making such 
transfer, but the one requesting such transfer shall pay any 
taxes or other governmental charges required to be paid with 
respect thereto. The registered owner of this Bond shall be 
deemed and treated by the Issuer and the Paying 
Agent/Registrar as the absolute owner hereof for all pur- 
poses, including payment and discharge of liability upon 
this Bond to the extent of such payment, and the Issuer and 
the Paying Agent/Registrar shall not be affected by any 
notice to the contrary. 

ALL BONDS OF THIS SERIES are issuable solely as fully 
registered bonds, without interest coupons, in the denomina- 
tion of $5,000 principal amount of any integral multiple 
thereof. As provided in the Bond Resolution, this Bond, or 
any unredeemed portion hereof, may, at the request of the 
registered owner or the assignee or assignees hereof, be 
converted into and exchanged for a like aggregate principal 
amount of fully registered bonds, without interest coupons, 
payable to the appropriate registered owner, dssignee, of 
assignees, as the case may be, having the same maturity 
date, and bearing interest at the same rate, in any de- 
nomination or denominations in any integral multiple of 
$5,000 principal amount as requested in writing by the 
appropriate registered owner or assignee, as the case may 
be, upon surrender of this Bond to the Paying 
Agent/Registrar for cancellation, all in accordance with the 
form and procedures set forth in the Bond Resolution. The 
Issuer shall pay the Paying Agent/Registrar's standard of 
customary fees and charges for converting and exchanging any 
Bond or any portion thereof, but the one requesting such 
conversion and exchange shall pay any taxes or governmental 
charges required to be paid with respect thereto as a 
condÆtion precedent to the exercise of such privilege of 
conversion and exchange. 

THE PAYING AGENT/REGISTRAR shall not be required to 
make any transfer of registration of this Bond or any 
portion hereof, or any conversion and exchange hereof 
(i) during the period commencing with the close of business 
on any Record Date and ending with the opening of business 
on the next following principal of interest payment date, 
or, (ii) with respect to any Bond or portion thereof called 
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for redemption prior to maturity, within 45 days prior to 
its redemption date. 

IN THE EVENT any Paying Agent/Registrar for the Bonds 
is changed by the Issuer, resigns, or otherwise ceases to 
actas such, the Issuer has covenanted in the Bond Resolu- 
tion that ir promptly will appoint a competent and legally 
qualified substitute therefor, and promptly will cause 
written notice thereof to be mailed to the registered owners 
of the Bonds. 

IT IS HEREBY certified, ricited, and covenanted that 
this Bond has been duly and validly authorized, issued, and 
delivered; that all acts, conditions, and things required of 
proper to be performed, exist, and be done precedent to of 
in the authorization, issuance, and delivery of this Bond 
have been performed, exÆsted, and been done in accordance 
with law; and that the interest on and principal of this 
Bond, and other Bonds of this Series, are equally and 
ratably secured by and payable from a first !len on and 
pledge of the two-thirds intirest of The University of Texas 
System in the fund (the "Available University Fund") con- 
sisting of the dividends, interest and other income (less 
administrative expenses) from the Permanent University Fund 
that is created and administered under the Texas Constitu- 
tion, as described more fully in the Bond Resolution, all in 
accordance with article VII, section 18 of the Texas Consti- 
tution and other applicable laws. 

THE ISSUER heretofore has issued its $345,970,000 
Permanent University Fund Refunding Bonds, Series 1985, 
which also are secured by a first lien on and pledge of the 
aforesaid interest of The University of Texas System in the 
Available University Fund, and ate on a parity with and of 
equal dignity in all respects with the Bonds. The Issuer 
has reserved the right, sub3ect to the restrictions referred 
to in the Bond Resolution, (i) to issue Additional Parity 
Bonds and Notes that also may be secured by and made payable 
from a first lien on and pledge of the aforesaid interest of 
The University of Texas System in the Available University 
Fund, in the same manner and to the same extent as this Bond 
and other obligations of the Board on a parity therewith, 
and (ii) to make certain amendments to the Bond Resolution 
with the approval of the owners of 51~ in principal amount 
of all outstanding bonds and notes that are secured by and 
payable from a first lien on and pledge of the aforesaid 
interest of The University of Texas System in the Avaiiabie 
University Fund. 
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THE REGISTERED OWNER hereof shall never have the right 
to demand payment of this Bond or the interest hereon out of 
any funds raised or to be raised by taxation or from any 
source whatsoever other than specified in the Bond Resolu- 
tion. 

BY BECOMING the registered owner of this Bond, the 
registered owner thereby acknowledges all of the terms and 
provisions of the Bond Resolution, agrees to be bound by 
such terms and provisions, acknowledges that the Bond 
Resolution is duly recorded and available for inspection in 
the official minutes and records of the Issuer, and agrees 
that the terms and provisions of this Bond and the Bond 
Resolution constitute a contract between each registered 
owner hereof and the Issuer. 

IN WITNESS WHEREOF, the Issuer has caused this Bond to 
be signed with the manual or facsímile signature of the 
Chairman of the Issuer and countersigned with the manual or 
facsimile signature of the Executive Secretary of the 
Issuer, and has caused the official seal of the Issuer to be 
duly impressed, or placed in facsímile, on this Bond. 

(facsímile si9nature ) 
Executive Secretary, Board of 
Regents of The University of 
Texas System 

(facsímile signature) 
Chairman, Board of Regents 
of The University of Texas 
System 

(BOARD SEAL) 

(b) A Paying Agent/Registrar's Authentication Certifi- 
cate shall be printed on each Bond, in substantially the 
following form: 

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE 

Ir is hereby certified that this Bond has been issued 
under the provisions of the Bond Resolution described in 
this Bond; and that the initial Bonds of the series of Bonds 
of which this Bond is a part were approved by the Attorney 
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General of the State of Texas. 

Dated 

, TEXAS 
Paying Agent/Registrar 

Authorized Signature 

(c) Assignment provisions shall be printed on the back 
of each Bond, in substantially the following form: 

ASSIGNMENT 

FOR VALUE RECEIVED, the undersigned registered owner of 
this Bond, or duly authorized representative or attorney 
thereof, hereby assigns this Bond to 

/ / 
(Assignee's Social 
Security or Taxpayer 
Identification Number) 

(print or typewrite Assignee's name 
and address, including zip code) 

and hereby irrevocably constitutes and appoints 

attorney to transfer the registration of this Bond on the 
Paying Agent/Registrar's Registration Books with full power 
of substitution in the premises. 

Date: 

Signature Guaranteed: 

NOTICE: This signature mus/ be 
guaranteed by a member of the 
New York Stock Exchange ora 
commercial bank of trust 
company. 

Registered Owner 
NOTICE: This signature 
must correspond with the 
name of the Registered 
Owner appearing on the 
face of this Bond. 

(d) The approving legal opinion of the Issuer's Bond 
Counsel and the assigned CUSIP numbers may, at the option of 
the Issuer, be printed on the Bonds but neither shall have 
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any legal effect, and shall be solely for the convenience 
and information of the registered owT~ers of the Bond. 

Section 2.07. EXECUTION OF BONDS. The Bonds shali be 
executed on behalf of the Board by the Chairman and the 
Executive Secretary of the Board, by their manual or facsím- 
ile signatures, and the official seal of the Board shall be 
impressed or placed in facsímile thereof. Such facsimile 
signatures on the Bonds shall have the same effect as if 
each of the Bonds had been signed manually and in person by 
said officers of the Board, and such facsímile seal on the 
Bonds shall have the same effect as if the official seal of 
the Board had been manually impressed upon each of the 
Bonds. In the event that any officer of the Board whose 
manual or facsímile signature shall appear on the Bonds 
shall cease to be such officer before the authentication of 
such Bonds of before the delivery of such Bonds, such manual 
of facsímile signature shall nevertheless be valid and 
sufficient for all purposes as if such officer had remained 
in such office. 

Section 2.08. AUTHENTICATION AND DELIVERY OF BONDS. 
The Bonds, after execution by the Board as provided herein, 
shall be delivered to the Registrar. No Bonds shall be 
deemed to be issued or outstanding, or be valid or 
obligatory for any purpose, or be entitled to any security 
or benefit of this Resolution unless and until such Bond has 
been duly authenticated by the Registrar by the execution of 
the certificate of authentication appearing on such Bond. 
The certificate of authentication appearing on any Bond 
shall be deemed to have been duly executed by the Registrar 
if dated and manually signed by an authorized signatory of 
the Registrar. Ir shall not be required that the same 
signatory of the Registrar sign the certificate of authen- 
tication on all the Bonds. 

Upon receipt of a letter of instructions signed by an 
authorized representative of the Board identifying the 
initial purchasers of the Bonds and requesting and authoriz- 
ing the Registrar to authenticate and deliver the initial 
Bonds to the initial purchasers thereof, an authorized 
representative of the Registrar shall authenticate the 
initial Bonds by executing the certificate of authentication 
appearing on each such initial Bond and shall deliver the 
initial Bonds to the initial purchasers identified in such 
letter of instructions. 

The Registrar shail authenticate any Bonds issued in 
exchange, substitution of replacement of other Bonds by 

- 2 2  - 

Z616 



/ I !  / l / I 1 I I i ~ i  l I I 

executing the certificate of authentication appearing 
thereon, upon satisfaction of the conditions set forth in 
Section 2.09 hereof. 

Section 2.09. REGISTRATION, TRANSFER, EXCHANGE AND 
REPLACEMENT OF BONDS. (a) The Board shall keep of cause to 
be kept at the principal corporate trust office of the 
Registrar books or records of the registration and transfer 
of the Bonds, and the Board hereby appoints the Registrar as 
agent ~o keep such books of records and make such transfers 
and registrations under such reasonable regulations as the 
Board and Registrar may prescribe. The Registrar shall make 
such transfers and registrations as provided herein. 

The Registrar shall obtain and record in the Registra- 
tion Books the address of the registered owner of each Bond 
to which payments with respect to the Bonds shall be mailed, 
as herein provided. Ir shall be the duty, however, of each 
registered owner to notify the Registrar in writing of the 
address to which payments shall be mailed, and such interest 
payments shall not be mailed unless such notice has been 
given. The Board shall have the right to inspect the 
Registration Books during regular business hours of the 
Registrar, but otherwise the Registrar shall keep the 
Registration Books confidential and, unless otherwise 
required by law, shall not permit their inspection by any 
other entity. 

(b) Each Bond issued and delivered pursuant to this 
Resolution, to the extent of the unpaid or unredeemed 
principal balance thereof, may, upon surrender of such Bond 
at the principal corporate trust office of the Registrar, 
together with a written request therefor duly executed by 
the registered owner of its assignee, or its duly authorized 
attorney or representative, with guarantee of signatures 
satisfactory to the Registrar, may, at the option of the 
registered owner of such assignee, as appropriate, be 
converted into and exchanged for fully registered Bonds, 
without interest coupons, in an aggregate principal amount 
equal to the unpaid or unredeemed principal balance of any 
Bond so surrendered, and payable to the appropriate regis- 
tered owner of assignee, as the case may be. 

Registration of each Bond may be transferred in the 
Registration Books only upon presentation and surrender of 
such Bond to the Registrar for transfer of registration and 
cancellation, togethir with proper written instruments of 
assignment, in form and with guarantee of signatures 
satisfactory to the Registrar, evidencing (i) the assignment 
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of the Bond, or any portion thereof in any Authorized 
Denomination, to the assignee thereof, and (ii) the right of 
such assignee to have the Bond of any such portion thereof 
registered in the name of such assignee. A form of assign- 
ment shall be printed or endorsed on each Bond, which shall 
be executed by the registered owner or its duly authorized 
attorney or representative to evidence an assignment there- 
of. Upon the assignment and surrender of any Bond of 
portion hereof for transfer of registration, an authorized 
representative of the Registrar shall make such transfer in 
the Registration Books, and shall deliver a new, fully 
registered substitute Bond having the characteristics herein 
described, payable to such assignee (which then will be the 
registered owner of such new Bond), or to the previous 
registered owner in case only a portion of a Bond is being 
assigned and transferred, all in conversion of and exchange 
for said assigned Bond of any portion thereof. 

Bonds issued and delivered in conversion of and 
exchange for any other Bonds assigned and transferred of 
converted shall be in any Authorized Denomination requested 
in writing by the regiszered owner or assignee thereof, 
shall have all the characteristics and shall be in the form 
prescribed in the FORM OF BOND set forth in this Resolution, 
shall be in the same outstanding aggregate principal amount 
and shall have the same principal maturity date and bear 
interest at the same rateas the Bonds for which they ate 
exchanged. The Board shall pay the Registrar's lees and 
charges, if any, for making such transfer and delivery of a 
substitute Bond, but the one requesting such transfer of 
conversion shall pay any taxes of other governmental charges 
required to be paid with respect thereto. The Registrar 
shall not be required to make any transfer of registration, 
conversion and exchange, or replacement (i) of any Bond of 
any portion thereof during the period commencing with the 
close of business on any Record Date and ending with the 
opening of business on the next following principal of 
interest payment date, of, (ii) with respect to any Bond of 
any portion thereof called for redemption prior to maturity, 
within 45 days prior to its redemp~ion date. 

(c) If a portion of any Bond shall be redeemed prior 
to its scheduied maturity as provided herein, a substituye 
Bond of Bonds having the same maturity date, bearing inter- 
est at the same rate, in any Authorized Denomination 
requested by the registered owner, and in aggregate princi- 
pal amount equal to the unredeemed portion thereof, will be 
issued to the registered owner upon surrender thereof for 
cancellation, at the expense of the Board. 
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(d) In the event any outstanding Bond is damaged, 
mutilated, lost, stolen, or destroyed, the Registrar shall 
cause to be printed, executed, and delivered a new Bond of 
the same principal amount, maturity, and interest rate, as 
the damaged, mutilated, lost, stolen, or destroyed Bond, in 
replacement for such Bond in the manner hereinafter provid- 
ed. 

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

Notwithstanding the foregoing provisions of this 
Section, in the event any such Bond shall have matured, and 
no default has occurred which is then continuing in the 
payment of the principal of or interest on the Bond, the 
Board may authorize the payment of the same (witheut surren- 
der thereof except in the case of a damaged of mutilated 
Bond) instead of issuing a replacement Bond, provided 
security or indemnity is furnished as above provided in this 
subsection. 

Prior to the issuance of any replacement bond, the 
Registrar shall charge the owner of such Bond with all 
legal, printing, and other expenses in connection therewith. 
Every replacement bond issued pursuant to the provisions of 
this Section by virtue of the fact that any Bond is lost, 
stolen, of destroyed shall constitute a contractual obliga- 
tion of the Board whether of not the lost, stolen, or 
destroyed Bond shall be found at any time, of be enforceable 
by anyone, and shall be entitled to all the benefits of this 
Resolution equally and proportionately with any and all 
other Bonds duly issued under this Resolution. 

(e) The Registrar shall convert and exchange or 
replace Bonds as provided herein, and each fully reg±stered 
Bond delivered in conversion of and exchange for of replace- 
ment of any Bond of portion thereof as permitted of required 
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by any provision of this Resolution shall constitute one of 
the Bonds for all purposes of this Resolution, and may again 
be converted and exchanged of replaced. No additional 
ordinances, orders, of resolutions need be passed or adopted 
by the governing body of the Board of any other body or 
person so as to accomplish the foregoing conversion and 
exchange or replacement of any Bond or portion thereof. For 
purposes of Section 6 of article 717k-6, Texas Revised Civil 
Statutes Annotated, as amended, this Section of this Reso- 
lution shall constitute authority for the issuance of any 
substitute, exchange or replacement Bond hereunder without 
necessity of further action by the governing body of the 
Board or any other body or person, and the duty of the 
replacement of such Bonds is hereby authorized and imposed 
upon the Paying Agent/Registrar, and the Paying 
Agent/Registrar shall authenticate and deliver such Bonds in 
the form and manner and with the effect provided in this 
Resolution. Upon the execution of the Paying 
Agent/Registrar's Authentication Certificate appearing on 
any converted and exchanged or replaced Bond, the converted 
and exchanged of repiaced Bond shall be valid, incontest- 
able, and enforceable in the same manner and with the same 
effect as the initial Bonds originally issued pursuant to 
this Resolution, approved by the Attorney General. 

Section 2.10. CANCELLATION. Al1 Bonds paid of re- 
deemed in accordance with this Resolution, and all Bonds in 
lieu of which exchange Bonds or replacement Bonds are 
authenticated and delivered in accordance with this Resolu- 
tion shall be cancelled by the Paying Agent/Registrar. 

Section 2.11. TEMPORARY BONDS. Pending the prepara- 
tion of definitive Bonds, the Board may execute and, upon 
the Board's request, the Paying Agent/Registrar shall 
authenticate and deliver, one or more temporary Bonds that 
ate printed, lithographed, typewritten, mimeographed or 
otherwise produced, in any Authorized Denomination, substan- 
tially of the tenor of the definitive Bonds in lieu of which 
they are delivered, without coupons, with provision for 
registration and with such appropriate insertions, omis- 
sions, substitutions and other variations as the authorized 
officers of the Board executing such temporary Bonds may 
determine, as evidenced by their signing of such temporary 
Bonds. 

Until exchanged for Bonds in definitive form, such 
Bonds in temporary form shall be entitled to the benefit and 
security of this Resolution. The Board, without unreason- 
able delay, shall prepare, execute and deliver to the Paying 
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Agent/Registrar, and thereupon, upon the presentation and 
surrender of the Bonds in temporary form to the Paying 
Agent/Registrar, the Paying Agent/Registrar shall authenti- 
cate and deliver in exchange therefor Bonds of the same 
maturity, in definitive form, in Authorized Denominations, 
and in the same aggregate principal amount, as the Bonds in 
temporary form surrendered. Such exchange shall be made 
without the making of any charge therefor to any holder of 
Bonds. 

Section 2.12. OWNERSHIP OF BONDS. The entity in whose 
name any Bond shall be registered in the Registration Books 
at any time shall be deemed and treated as the absolute 
owner thereof for all purposes of this Resolution, whether 
or not such Bond shall be overdue, and the Board, the Paying \\ 
Agent and the Registrar shall not be affected by any notice 
to the contrary. Payment of, or on account of, the princi- 
pal of, premium, if any, and interest on any such Bond shall 
be made only to such registered owner. Al1 such payments 
shall be valid and effectual to satisfy and discharge the 
liability upon such Bond to the extent of the sums so paid. 

Section 2.13. PAYING AGENT AND REGISTRAR; PAYING AGENT 
AGREEMENT. The appointment of MTrust Corp, National Asso- 
ciation, Austin, Texas, as Paying Agent for the purpose of 
making the payments of principal of and interest on the 
Bonds, andas Registrar to keep the Registration Books and 
make transfers, exchanges and replacements of Bonds hereun- 
der on behalf of the Board, is confirmed and ratified 
hereby. Pursuant to Article 717k-6, Texas Revised Civil 
Statutes Annotated, as amended, and particularly Section 6 
thereof, the duty of conversion and exchange or replacement 
of Bonds as set forth in Section 2.09 hereof hereby is 
imposed upon the Registrar. The Paying Agent/Registrar 
shall perform such duties as ate required of the Paying 
Agent and Registrar hereunder and under the Paying Agent 
Agreement. The Chairman of the Board, the Executive Secre- 
tary of the Board, the Executive Vice Chancellor for Asset 
Management of the System or the Manager of Special Invest- 
ments and Financing hereby are authorized to execute and 
deliver on behalf of the Board the Paying Agent Agreement, 
in substantially the form and substance submitted at this 
meeting. 

The Board hereby covenants with the registered owners 
of the Bonds that ir will (i) pay the fees and charges, if 
any, of the Paying Agent/Registrar for its services with 
respect to the payment of the principal of and interest on 
the Bonds, when due, and (ii) pay the fees and charges, ir 
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any, of the Paying Agent/Registrar for services with respect 
to the transfer of registration of Bonds, and with respect 
to the conversion and exchange of Bonds, but solely to the 
extent provided in this Resolution. 

Section 2.14. SUBSTITUTE PAYING AGENT/REGISTRAR. The 
Board covenants with the registered owners of the Bonds that 
at all times while the Bonds are outstanding the Board will 
provide a competent and legally qualified bank, trust 
company, financial institution, of other agency to actas 
and perform the services of Paying Agent and Registrar for 
the Bonds under this Resolution, and that the Paying Agent 
and Registrar will be one entity. The Board reserves the 
right to, and may, at its option, change the Paying 
Agent/Registrar upon not less than 120 days written notice 
to the Paying Agent/Registrar, to be effective not later 
than 60 days prior to the next principal of interest payment 
date after such notice. In the event that the entity at any 
time acting as Paying Agent/Registrar (or its successor by 
merger, acquisition, or other method) should resign or 
otherwise cease to actas such, the Board covenants that it 
will promptly appoint a compe~ent and legally qualified 
bank, trust company, financial institution, or other agency 
to act as Paying Agent/Registrar under this Resolution. 
Upon any change in the Paying Agent/Registrar, the previous 
Paying Agent/Registrar promptly shall transfer and deliver 
the Registration Books (ora copy thereof), along with all 
other pertinent books and records relating to the Bonds, to 
the new Paying Agent/Registrar designated and appointed by 
the Board. Upon any change in the Paying Agent/Registrar, 
the Board promptly will cause a written notice thereof to be 
sent by the new Paying Agent/Registrar to each registered 
owner of the Bonds, by United States mail, first-class 
postage prepaid, which notice also shall give the address of 
the new Paying Agent/Registrar. By accepting the position 
and performing as such, each Paying Agent/Registrar shall be 
deemed to have agreed to the provisions of this Resolution, 
anda certified copy of this Resolution shall be delivered 
to each Paying Agent/Registrar. 

ARTICLE IIl 

SECURITYAND SOURCE OF PAYMENT FOR THE BONDS; 
ADDITIONAL PARITY BONDSANDNOTES 

Section 3.01. SECURITY AND PLEDGE. Pursuant to the 
provisions of section 18 of article VII of the Texas Consti- 
tution, as amended, al! the Bonds, and any Additional Parity 
Bonds and Notes hereafter issued, and the interest thereon, 
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shall be and are hereby equally and ratably secured, toge- 
ther with the Series 1985 Bonds by and payable from a first 
lien on and pledge of the Interest of the System in the 
Available University Fund. 

Section 3.02. PAYMENT OF BONDS AND ADDITIONAL PARITY 
BONDS AND NOTES. (a) The Comptroller of Public Accounts of 
the State of Texas previously has established and shall 
maintain in the State Treasury a fund to be known as "Board 
of Regents of The University of Texas System Permanent 
University Fund Bonds Interest and Sinking Fund." The Board 
and the officers of the System shall cause the Comptroller 
of Public Accounts of the State of Texas, in addition to 
taking the actions required by the Series 1985 Resolution to 
pay the Series 1985 Bonds, (i) to transfer to the Interest 
and Sinking Fund, out of The University of Texas System 
Available University Fund (the fund in the State Treasury to 
which is deposited the Interest of the System in the Avail- 
able University Fund), on of before each date upon which 
principal of, premium, if any, or interes% on the Bonds and 
the Additional Parity Bonds and Notes, when issued, is due 
and payable, and whether by reason of maturity of optional 
of mandatory redemption prior to ma~urity, and (ii) to 
withdraw from the Interest and Sinking Fund, and deposit 
with the Paying Agent/Registrar on of before each such date, 
the amounts of interest or principal, premium and interest 
which will come due on the Bonds and Additional Parity Bonds 
and Notes on each such date, and in such manner that such 
amounts, in immediately avaiiable funds, will be on deposi~ 
with the Paying Agent/Registrar on of before each such date. 

(b) When Additional Parity Bonds or Notes ate issued 
pursuant to the provisions of this Resolution or the Series 
1985 Resolution, the Board, the officers of the System and 
the Comptroller of Public Accounts shall follow substantial- 
ly the same procedures as provided above in connection with 
paying the principal of and interest on such Additional 
Parity Bonds of Notes when due; provided, however, that 
other and different banks or places of payment (paying 
agents) and Paying Agent and Registrars and dates and 
methods of payment and other procedures not in conflict with 
this Resolution may be named and provided for in connection 
with each issue of Additional Parity Bonds or Notes. In the 
event that any such Additiona! Parity Bonds of Notes ate 
made redeemable prior to maturity, the resolution or resolu- 
tions authorizing the issuance of such Additional Parity 
Bonds of Notes shall prescribe the appropriate procedures 
for redeeming same. 
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Section 3.03. DISPOSITION OF FUNDS. After provision 
has been made for the payment of the principal of and 
interest on the Series 1985 Bonds, the Bonds and any Addi- 
tional Parity Bonds and Notes, when issued, the balance of 
the Interest of the System in the Available University Fund 
each year shall be made available to the Board in the manner 
provided by law and by regulations of the Board to be used 
by the Board as it lawfully may direct. 

Section 3.04. ADDITIONAL PARITY BONDS AND NOTES. The 
Board reserves the right and shall have full power at any 
time and from time to time, to authorize, issue, and deliver 
5dditional bonds and notes on a parity with the Bonds and 
the Series 1985 Bonds, in as many separate installments of 
series as deemed advisable by the Board, but only for the 
purposes and to the extent provided in article VII, sec- 
tion 18 of the Texas Constitution, as amended, or in any 
amendment hereafter made to said article VII, section 18 of 
the Texas Constitution, or for refunding purposes as provi- 
ded by law. Such Additional Parity Bonds and Notes, when 
issued, and the interest thereon, shall be equaliy and 
ranably secured by and payable from a first lien on and 
pledge of the Interest of the System in the Available 
University Fund, in the same manner and to the same extent 
as ate the Series 1985 Bonds and the Bonds issued pursuant 
to this Resolution, and the Bonds and the Additional Parity 
Bonds and Notes, when issued, and the interest thereon, 
shall be on a parity and in all respects of equal dignity 
with each other and with the Series 1985 Bonds. It is 
further covenanted that no installment or series of Addi- 
tional Parity Bonds of Notes shall be issued and delivered 
unless the Executive Vice Chancellor for Asset Management of 
the System, or some other officer of the 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 System in 
the Available University Eund was at least 1-1/2 times 
the average annual Principal and Interest Requirements 
of the installment or series of Additional Parity Bonds 
or Notes then proposed to be issued and all then 
outstanding PUF Bonds that will be outstanding after 
the issuance and delivery of said proposed instailment 

of series; and 

(b) a certificate to the effect that the total 
principal amount of (i) all Bonds and Additional Parity 
Bonds and Notes and (ii) ail other obligations of the 
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Board, including but nct limited to the Series 1985 
Bonds, that ate secured by and payable from a lien on 
and pledge of the Interest of the System in the Avail- 
able University Fund, that will be outstanding after 
the issuance and delivery of the installment or series 
of Additional Parity Bonds of Notes then proposed to be 
issued will not exceed 20~ of the cost value of invest- 
ments and other assets of the Permanent University Fund 
(exclusive of real estate) at the time the proposed 
series or installment of Additional Parity Bonds or 
Notes is issued. 

For purposes of calculating the Principal and Interest 
Reqü~ii~~~i-¿~~~ts under this section with respect to any obliga- 
tions of .the Board bearing interest at interest rates that 
ate variable of adjustable, the "maximum rate then permitted 
by law," for purposes of the definition of "Principal and 
Interest Requirements" set forth in Section 1.01 hereof, 
shall be deemed to be the maximum "net effective interest 
rate" permi~ted under article 717k-2, Texas Revised Civil 
Statutes Annotated, as such article may be amended from time 
to time, or such other maximum interest tate permitted to be 
borne by such obligations by then-applicable law. In 
addition, for purposes of this Resolution, inc!uding but not 
limited to subsection 3.04(b) above, any obliga~ion of the 
Board that is payable from amounts appropriated, pursuant to 
article VII, section 18 of the Texas Constitution, as 
amended, including any amendment hereafter made to said 
article VII, section 18 of the Texas Constitution, for the 
support and maintenance of The University of Texas at Austin 
of System administration does not and shall not constitute 
an obligation secured by and payable from a lien on and 
pledge of the Interest of the System in the Available 
University Fund. 

ARTICLE IV 

REMEDIES 

Section 4.01. REMEDIES. Any owner of holder of any of 
the Bonds of Additional Parity Bonds or Notes, when issued, 
in the event of default in connection with any covenant 
contained herein, of default in the payment of said obliga- 
tions, or of any interest due thereon, shall have the right 
to lnstitute mandamus proceedings against the Board of any 
other necessary of appropriate party for the purpose of 
enforcing payment from the moneys herein pledged of for 
enforcing any covenant herein contained. 
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ARTICLE V 

GENERAL COVENANTS OF THE BOARD 

; [ 

Section 5.01. GENERAL COVENANTS OF THE BOARD. The 
Board covenants and agrees, in addition to the other cove- 
nants of the Board hereunder, as follows: 

(a) That while any PUF Bonds ate outstanding and 
unpaid the Board will maintain and invest and keep invested 
the Permanent University Fund in a prudent manner andas 
required by law; 

(b) That the Board will restrict expenditures for 
administering the Permanent University Fund to a mínimum 
consistent with prudent business judgment; 

(c) That the Board duly and punctually will pay of 
cause to be paid the principal of every PUF Bond, when 
issued, and the interest thereon, from the sources, on the 
days, at the places, and in the manner mentioned and provid- 
ed in such obligations, according to the true intent and 
meaning thereof, and that ir will duly cause to be called 
for redemption prior to maturity, and will cause to be 
redeemed prior to maturity, all PUF Bonds, when issued, that 
by their terms ate required to be redeemed mandatorily prior 
to maturity, when andas so requlred, and that ir faithfully 
will do and perform andat all times will observe fully all 
covenants, undertakings and provisions contained in this 
Resolution and in the aforesaid obligations; 

(d) That, except for the PUF Bonds, and the interest 
thereon, the Board will notat any time create or allow to 
accrue or exist any lien or charge upon the Permanent 
University Fund or the Interest of the System in the Avail- 
able University Fund, unless such lien or charge is made 
junior and subordinate in all respects to the liens, 
pledges, and covenants in connection with the PUF Bonds, but 
the right to issue junior and subordinate lien obligations 
payable from the Interest of the System in the Available 
University Fundis specifically reserved by the Board; and 
that the lien created by this Resolution will not be im- 
paired in any manner asa result of any action of non-action 
on the part of the Board or officers of the System, and the 
Board will, subject to the provisions hereof, continuously 
preserve the Permanent University Fund and each and every 
part thereof; and 
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(e) That proper books of records and accounts will be 
kept in which true, full, and correct entries will be made 
of all income, expenses, and transactions of and in relation 
to the Permanent University Fund and each and every part 
thereof in accordance with accepted accounting practices, 
and that as soon after the close of each fiscal year (Sep- 
tember 1 to August 31, inclusive) as reasonably may be done 
the Board will furnish to all bondholders and owners who may 
so request, such audits and reports by the State Auditor of 
Texas for the preceding fiscal year, concerning the Perma- 
nent University Fund, the Interest of the System in the 
Available University Fund and the PUF Bonds, as the State 
Auditor of Texas is required by applicable law to prepare 
and distribute. 

ARTICLE VI 

PROVISIONS CONCERNING 
EEDERAL INCOME TAXEXCLUSION 

Section 6.01. GENERAL TAX COVENANT. The Board intends 
that the interest on the Bonds shall be excludable from 
gross income for purposes of federal income taxation pursu- 
ant to sections 103 and 141 through 150 of the Code, and 
applicable regulations. The Board covenants and agrees not 
to take any action, or knowingly omit to take any action 
within its control, that if taken or omitted, respectively, 
would cause the interest on the Bonds to be includable in 
gross income, as defined in section 61 of the Code, of the 
holders thereof for purposes of federal income taxation. In 
particular, the Board covenants and agrees to comply with 
each requirement of this Article VI; provided, however, that 
the Board shall not be required to comply with any particu- 
lar requirement of this Article VI if the Board has received 
a Counsel's Opinion that such noncompliance will not ad- 
versely affect the exclusion from gross income for federal 
income tax purposes of interest on the Bonds or if the Board 
has received a Counsel's Opinion to the effect that compli- 
ance with some other requirement set forth in this Article 
VI will satisfy the applicable requirements of the Code, in 
which case compliance with such other requirement specified 
in such Counsel's Opinion shall constitute compliance with 
the corresponding requirement specified in this Article VI. 

Section 6.02. USE OF PROCEEDS. The Board covenants 
and agrees that its use of the Net Proceeds of the Bonds and 
the Refunded Notes will at all times satisfy the require- 
ments set forth in this Section. When used in this Article 
VI, the term Net Proceeds, when used with respect to the 
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Bonds or the Refunded Notes, shall mean the Droceeds from 
the sale of the Bonds or the Refunded Notes, as the case may 
be, including investment earnings on the proceeds of such 
issue, less accrued interest with respect to such issue. 

(a) The Board will use all of the Net Proceeds of the 
Bonds to pay the principal of or interest and premium, if 
any, on the Refunded Notes. The Board has limited and will 
limit the amount of original or investment proceeds of the 
Refunded Notes to be used (other than use asa member of the 
general public) in the trade or business of any person other 
than a governmental unit to an amount aggregating no more 
than ten percent of the Net Proceeds of the Refunded Notes 
("private-use proceeds"). For purposes of this Section, the 
term "person" includes any individual, corporation, partner- 
ship, unincorporated association, or any other entity 
capable of carrying on a trade of business; and the term 
"trade or business" means, with respect to any natural 
person, any activity regularly carried on for profit and, 
with respect to persons other than natural persons, any 
activity other than an activity carried on by a governmental 
unit. Any use of proceeds of the Refunded Notes or the 
Bonds in any manner contrary to the guidelines set forth in 
Revenue Procedures 82-14, 1982-1 C.B. 459, and 82-15, 1982-1 
C.B. 460, including any revisions or amendments thereto, 
shall constitute the use of such proceeds in the trade or 
business of one who is nota governmental unit. 

(b) The Board has not permitted and will not permit 
more than five percent of the Net Proceeds of the Refunded 
Notes to be used in the trade or business of any person 
other than a governmental unir if such use is unrelated to 
the governmental purpose of the Refunded Notes. Further, 
the amount of private-use proceeds of the Refunded Notes in 
excess of five percent of the Net Proceeds of the Refunded 
Notes ("excess private-use proceeds") did not and will not 
exceed the proceeds of the Refunded Notes expended for the 
governmental purpose of the Refunded Notes to which such 

excess private-use proceeds relate. 

(c) The Board has not permitted and will not permit ah 
amount of proceeds of the Refunded Notes exceeding the 
!esser of (i) $5,000,000 or (ii) five percent of the net 
proceeds of the Refunded Notes to be used, directly or indi- 
rectly, to finance loans to persons other than governmentai 

units. 

(d) The Board covenants and agrees that the Board of 
Regents of The University of Texas System Series A Note 
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Constzi i'ion Account established under the resolution 
adopted by the Board authorizing the issuance of the 
Refunded Notes will be maintained in accordance with the 
requirements of such resolution until all amounts on deposit 
therein as of the date of issuance of the Bonds, and any 
investment earnings thereon, have been expended for costs 
and expenses incurred in relation to the acquisition of land 
either 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 library books and library materials (but not 
including the construction, equipping, repairing or 
rehabilitating of buildings or other permanent improvements 
that are to be used for student housing, intercollegiate 
athletics or auxiliary enterprises) , and that such amounts 
on shall not be used for any other purposes whatsoever, 
except as provided in this subsection. Any such amounts 
remaining in such Series A Note Construction Account not 
necessary for the payment of such costs and expenses shall 
be applied as required under such resolution or, in the 
event that no obligations of the Board are outstanding under 
such resolution at the time of such application, shall be 
transferred to the Interest and Sinking Fund. Al1 amounts 
on deposit in such Series A Note Construction Account that 
are attributable to the Refunded Notes shall be invested at 
a yield not in excess of the yield on the Bonds, to the 
extent required by Treasury Regulations Section I.i03-14(e). 

Section 6.03. NO FEDERAL GUARANTY. The Board cove- 
nants and agrees not to take any action, or knowingly omit 
to take any action within its control, that, if taken of 
omitted, respectively, would cause the Bonds to be "federal- 
ly guaranteed" within the meaning of section 149(b) of the 
Code and applicable regulations thereunder, except as 
permitted by section 149(b) (3) of the Code and such regu- 
lations. 

Section 6.04. NO-ARBITRAGE COVENANT. The Board shall 
certify, through ah authorized officer, employee or agent, 
that based upon all facts and estimates known or reasonably 
expected to be in existence on the date the Bonds are 
delivered, the Board will reasonably expect that the pro- 
ceeds of the Bonds will not be used in a manner that would 
cause the Bonds to be "arbitrage bonds" within the meaning 
of section 148(a) of the Code and applicable regulations 
thereunder. Moreover, the Board covenants and agrees that 
it will make such use of the proceeds of the Bonds including 
interest of other investment income derived from Bond 
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proceeds, regulate investments of proceeds of the Bonds, and 
take such other and further action as may be required so 
that the Bonds will not be "arbitrage bonds" within the 
meaning of section 148(a) of the Code and applicable regula- 
tions thereunder. 

Section 6.05. ARBITRAGE REBATE. The Board will take 
all necessary steps to comply with the requirement that 
certain amounts earned by the Board on the investment of the 
"gross proceeds" of the Bonds (within the meaning of section 
148(f) (6) (B) of the Code), be rebated to the federal govern- 
ment. Specifically, the Board will (i) maintain records 
regarding the investment of the gross proceeds of the Bonds 
as may be required to calculate the amount earned on the 
investment of the gross proceeds of the Bonds separately 
from records of amounts on deposit in the funds and accounts 
of the Board allocable to other bond issues of the Board or 
moneys that do not represent gross proceeds of any bonds of 
the Board, (ii) calculate at such times as are required by 
applicable regulations, the amount earned from the invest- 
ment of the gross proceeds of the Bonds that is required to 
be rebated to the federal government, and (iii) pay, not 
less often than every fifth anniversary date of the delivery 
of the Bonds, all amounts required to be rebated to the 
federal government. Further, the Board will not indirectly 
pay any amount otherwise payable to the federal government 
pursuant to the foregoing requirements to any person other 
than the federal government by entering into any investment 
arrangement with respect to the gross proceeds of the Bonds 
that might result in a "prohibited payment" within the 
meaning of Temp. Treas. Reg. §I.I03-I5AT. 

Section 6.06. INFORF~TION REPORTING. The Board 
covenants and agrees to file or cause to be filed with the 
Secretary of the Treasury, not later than the 15th day of 
the second calendar month after the close of the calendar 
quarter in which the Bonds are issued, an information 
statement concerning the Bonds, all under and in accordance 
with section 149(e) of the Code and applicable regulations 
thereunder. 

ARTICLE VII 

MISCELLANEOUS PROVISIONS 

Section 7.01. INDIVIDUALS NOT LIABLE. Al1 covenants, 
stipulations, obligations, and agreements of the Board 
contained in this Resolution shall be deemed to be cove- 
nants, stipulations, obligations, and agreements of the 
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System and the Board to the full extent authorized or 
permitted by the Constitution and laws of the State of 
Texas. No covenant, stipulation, obligation, or agreement 
herein contained shall be deemed to be a covenantr stipu- 
lation, obligation, or agreement of any member of the Board 
or agent or employee of the Board in his individual capacity 
and neither the members of the Board nor any officer thereof 
shall be liable personally on the Bonds or Additional Parity 
Bonds or Notes when issued, or be subject to any personal 
liability or accountability by reason of the issuance 
thereof. 

Section 7.02. DEFEASANCE OF BONDS. (a) Any Bond and 
the interest thereon shall be deemed to be paid, retired, 
and no longer outstanding within the meaning of this Resolu- 
tion, except to the extent provided in subsection (c) of 
this Section, when the payment of all principal and interest 
payable with respect to such Bond to the due date or dates 
thereof (whether such due date or dates be by reason of 
maturity, upon redemption, of otherwise) either (i) shal! 
have been made or caused to be made in accordance with the 
terms thereof (including the giving of any required notice 
of redemption), or (ii) shall have been provided for on or 
before such due date by irrevocably depositing with or 
making available to the Paying Agent/Registrar for such 
payment (i) lawful money of the United States of America 
sufficient to make such payment or (2) Government Obliga- 
tions that mature as to principal and interest in such 
amounts and at such times as will insure the availability, 
without reinvestment, of sufficient money to provide for 
such payment or (3) any combination of (I) and (2) above, 
and when proper arrangements have been made by the Board 
with the Paying Agent/Registrar for the payment of its 
services until after all Defeased Bonds shall have become 
due and payable. At such time asa Bond shall be deemed to 
be a Defeased Bond hereunder, as aforesaid, such Bond and 
the interest thereon shall no longer be secured by, payable 
from, or entitled to the benefits of, the Interest of the 
System in the Available University Fund, and such principal 
and interest shall be payable solely from such money of 
Government Obligations, and shall not be regarded as out- 
standing for the purposes of Section 3.04 hereof or any 
other purpose. 

(b) Any moneys so deposited with or made available to 
the Paying Agent/Registrar also may be invested at the 
written direction of the Board in Government Obligations, 
maturing in the amounts and times as hereinbefore set forth, 
and all income from such Government Obligations received by 
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the Paying Agent/Registrar that is not required for the 
payment of the Bonds and interest thereon, with respect to 
which such money has been so deposited, shall be turned over 
to the Board, or deposited as directed in writing by the 
Board. 

(c) Until all Defeased Bonds shall have become due and 
payable, the Paying Agent/Registrar shall perform the 
services of Paying Agent/Registrar for such Defeased Bonds 
the same as if they had not been defeased, and the Board 
shall make proper arrangements to provide and pay for such 
services as required by this Resolution. 

Section 7.03. AMENDMENT OF RESOLUTION. (a) The owners 
of PUF Bonds aggregating 51% in principal amount of the 
aggregate principal amount of then-outstanding PUF Bonds 
shall have the right from time to time to approve any 
amendment to any resolution authorizing the issuance of PUF 
Bonds that may be deemed necessary or desirable by the 
Board; provided, however, that nothing herein contained 
shall permit or be construed to permit, without the approval 
of the owners of all of the outstanding PUF Bonds, the 
amendment of the terms and conditions in said resolutions of 
in any PUF Bond so as to: 

(I) Make any change in the maturity of the outstanding 
PUF Bonds; 

(27 Reduce the rate of interest borne by any of the 
outstanding PUF Bonds; 

(3) Reduce the amount of the principal payable on the 
outstanding PUF Bonds; 

(4) 

(5) 

Modify the terms of payment of principal of or 
interest on the outstanding PUF Bonds, or impose 
any conditions with respect to such payment; 

Affect the rights of the owners of less than all 
of the PUF Bonds then outstanding; or 

(6) Change the minimum percentage of the principal 
amount of PUF Bonds necessary for consent to such 

amendment. 

(b) If at any time the Board shall desire to amend a 
resolution under this Section, the Board shall cause notice 
of the proposed amendment to be published in a financial 
newspaper or journal published in the City of New York, New 
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York, once during each calendar week for at least two 
successive calendar weeks. Such notice shall set forth 
briefly the nature of the proposed amendment and shall state 
that a copy thereof is on file at the principal office of 
each Paying Agent/Registrar for the PUF Bonds for inspection 
by all owners of PUF Bonds. Such publication is not 
required, however, if notice in writing is given to each 
owner of PUF Bonds. 

(c) Whenever at any time not less than thirty days, 
and within one year, from the date of the first publication 
of said notice or other service of written notice of the 
proposed amendment the Board shall receive an instrument or 
instruments executed by the owners of at least 51% in 
aggregate principal amount of all PUF Bonds then outstand- 
ing, which instrument of instruments shall refer to the 
proposed amendment described in said notice and which 
specifically consent to and approve such amendment in 
substantial!y the form of the copy thereof on file as 
aforesaid, the Board may adopt the amendatory resolution in 
substantially the same form. 

(a) Upon the adoption of any amendatory resolution 
pursuant to the provisions of this Section, the resolution 
being amended shall be deemed to be amended in accordance 
with the amendatory resolution, and the respective rights, 
duties, and obligations of the Board and all the owners of 
then outstanding PUF Bonds and all future PUF Bonds thereaf- 
ter shall be determined, exercised, and enforced hereunder, 
subject in all respects to such amendment. 

(e) Any consent given by the owner of a PUF Bond 
pursuant to the provision of this Section shall be irrevoca- 
ble for a period of six months from the date of the first 
publication or other service of the notice provided for in 
this Section, and shall be conclusive and binding upon all 
future owners of the same PUF Bond during such period. Such 
consent may be revoked at any time after six months from the 
date of the first publication of such notice by the owner 
who gave such consent, or by a successor in title, by filing 
notice thereof with the Paying Agent/Registrar for such PUF 
Bonds and the Board, but such revocation shall not be 
effective if the owners of 51% in aggregate principal amount 
of the then-outstanding PUF Bonds as in this Section defined 
have, prior to the attempted revocation, consented to and 
approved the amendment. 

(f) For the purpose of this Section the ownership and 
other matters relating to all PUF Bonds shall be determined 
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from the registration books kept for such bonds by the 
respective paying agent/registrar therefor. 

Section 7.04. SALE OF BONDS. The Bonds are hereby 
sold and shall be delivered to Marine Midland Bank, N.A., as 
the initial purchaser thereof for cash for the par value 
thereof and accrued interest thereon to the date of deliv- 
ery, plus a premium of $7,395.00. It is officially found, 
determined and declared hereby that the Bonds have been sold 
at public sale to the bidder offering the lowest interest 
cost, after receiving sealed bids pursuant to an Official 
Notice of Sale and Official Bid Form anda Preliminary Offi- 
cial Statement dated April I, 1988 prepared and distributed 
by the Board in connection with the sale of the Bonds. Such 
Official Notice of Sale and Official Bid Form, the 
Preliminary Official Statement, the Official Statement dated 
April 14, 1988 and any addenda, supplements or amendments 
thereto have been and are approved by the Board hereby. The 
use of the Official Statement in the reoffering of the 
initial Bonds or any portion thereof or any Bond issued in 
substitution and exchange therefor is approved hereby. It 
further is officially found, determined and declared that 
the statements and representations contained in such Offi- 
cial Statement are true and correct in all material re- 
spects, to the best knowledge and belief of the Board. 

Section 7.05. REFUNDING OF REFUNDED BONDS. Concur- 
rently with the deiivery of the Bonds to the initial pur- 
chaser thereof, the Board shall deposit with Morgan Guaranty 
Trust Company of New York, New York, New York, as paying 
agent and place of payment for the Refunded Notes, an amount 
from the proceeds from the sale of the Bonds and other funds 
of the Board available for such purpose sufficient to pay in 
full the principal of and the interest accruing on all the 
outstanding Refunded Notes to the date of their redemption, 
which shall be no later than the scheduled interest payment 
date next succeeding the issuance and delivery of the Bonds 
to the initial purchaser thereof, in accordance with sec- 
tion TA of article 717k, Texas Revised Civil Statutes 
Annotated, as amended, and the applicable sections of arti- 
cle 717q, Texas Revised Civil Statutes Annotated, as amend- 
ed. The Board hereby authorizes and directs the Chairman of 
the Board, the Executive Secretary of the Board, the Execu- 
tire Vice Chancellor for Asset Management or the Manager of 
Special Investments and Financing of the System, for and on 
behalf of the Board, to sign, seal and otherwise execute and 
deliver such notices, instructions, certificates, instru- 
ments and other documents as may be necessary or convenient 
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to accomplish the refunding of the Refunded Notes as set 
forth herein and in accordance with their terms. It is 
hereby found and determined that the refunding of the 
Refunded Notes is advisable and necessary in order to 
restructure the debt service requirements and procedures of 
the Board so as to fix the borrowing costs of the Board for 
financing the facilities financed through the issuance of 
the Refunded Notes for the long term at favorable rates. 

Section 7.06. FURTHER PROCEDURES. The Chairman of the 
Board, the Executive Secretary of the Board, the Executive 
rice Chancellor for Asset Management of the System, the Vice 
Chancellor and General Counsel of the System and the Manager 
of Special Investments and Financing of the System, and all 
other officers, employees, and agents of the Board, and each 
of them, shall be and they ate hereby expressly authorized, 
empowered, and directed from time to time and at any time to 
do and perform all such acts and things and to execute, 
acknowledge, and deliver in the name and under the seal and 
on behalf of the Board all such instruments, whether or not 
herein mentioned, as may be necessary or desirable in order 
to carry out the terms and provisions of this Resolution, 
the Bonds, the Official Statement for the Bonds and the 
Paying Agent Agreement. In case any officer whose signature 
appears on any Bond shall cease to be such officer before 
the delivery of such Bond, such signature shall nevertheless 
be valid and sufficient for all purposes the same as ir he 
or she had remained in office until such delivery. 

Attest: 

ADOPTED AND APPROVED this the 14th day of April, 1988. 
-\ 

C~aArman / 
'. ~oard of Regents of 

-~The University of Texas System 

Executive Sec~etary / 
Board of Regents of 
The University of Texas System 

[ SEAL] 

UTPUF/02 
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RECESS FOR COMMITTEE MEETINGS AND COMMITTEE REPORTS TO THE 
BOARD.--At 1:45 p.m., the Board recessed for the meetings 
of the Standing Com~Littees and Chairman Blanton 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 Committee~s 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 43 - 44).--In compliance 
with Section 7.14 of Chapter I of Part One of the Regents' 

<,~:~:Rules and Regulations, Chairman Blanton reported to the Board 
for ratification and approval all actions taken by the Execu- 
tive Committee since the last meeting. Unless otherwise indi- 
cated, the recommendations of the Executive Committee were in 
all things approved as set forth below: 

1. U. T. Arlin@ton: Acceptance of Gifts from Mr. W. A. 
"Tex" Moncrlef, Jr., Fort Worth, Texas, and the 
O'Donnell Foundation, Dallas, Texas, and Establishment 
of the Moncrief - O'Donnell Chair for the Automation 
and Robotics Research Institute (ARRI) (Exec. Com. 
Letter 88-15).--The Board, upon recommendation of the 
Executive Committee, accepted a $250,000 gift from 
Mr. W. A. "Tex" Moncrief, Jr., Fort Worth, Texas, and 
a $250,000 gift from the O'Donnell Foundation, Dallas, 
Texas, for a total of $500,000 and established the 
Moncrief .- O'Donnell Chair for the Automation and 
Robotics Research Institute (ARRI) at The University 
of Texas at Arlington. 

Income earned from the endowment will be used to sup- 
porta chair in the area of artificial intel±igence. 

On behalf of the Board, Chairman Blanton expressed 
appreciation to Regent Moncrief for this very signifi- 
cant gift and for his most generous and continuing sup- 
port of the component institutions of The University of 
Texas System. 

2. U. T. Austin - Expansion of Physical Plant Facilities, 
Phase I (Project No. 102-454): Award of Contract for 
Furniture and Furnishings to C. P. Snider Construction 
Company, Austin, Texas, and Authorization for the Chan- 
cellor to Sign the Contract (Exec. Com. Letter 88-16).-- 
Upon recommendation of the Executive Committee, the 
Board awarded a contract for furniture and furnishings 
for the Expansion of Physical Plant Facilities, Phase I 
at The University of Texas at Austin to the lowest 
responsible bidder, C. P. Snider Construction Company, 
Austin, Texas, for Base Proposal "A" (Movable Partition 
System) in the amount of $55,688.00. 

Further, the Chancellor was authorized to sign the con- 
tract awarding this bid based on the results of the 
Executive Committee circularization. 

3. U. T. El Paso - Institute for Advanced Manufacturing in 
El Paso (IAMEP): Approval to Redesignate as the Insti- 
tute for Manufacturing and Materials Management (IMMM) 
(Exec. Com. Letter 88-16).--At its August 1986 meeting, 
the U. T. Board of Regents approved, in concept, the 
establishment of an Institute for Advanced Manufacturing 
in El Paso (I~~EP) and authorized a fund-raising cam- 
paign in conjunction with The University of Texas at 
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El Paso's 75th anniversary celebration for the purpose 
of raising private funds to support establishment and 
operation of this Institute. As the concept of the 
Institute evolved, it was determined that a title with 
an emphasis solely on advanced manufacturing was clearly 
too narrow. 

In order to more accurately reflect the evolution of the 
Institute's role asa partner in fostering the economic 
deve!opment of the El Paso region, the Board, upon recom- 
mendation of the Executive Committee, redesignated the 
Institute for Advanced Manufacturing in El Paso at U. T. 
El Paso as the Institute for Manufacturing and Materials 
Management (IMMM). 

It was noted that this expansion of concept will enhance 
the funding appeal for the Institute. 

4. U. T. San Antonio: Approval to Name the Flagpole Area 
at the U. T. Institute of Texan Cultures - San Antonio 
the H. B. Zachry Plaza (Regents' Rules and Regulations, 
Part One, Chapter VIII, Section I~ Subsection 1.2, Nam- 
ing of Facilities Other Than Buildings) (Exec. Com. 
Letter 88-16).--The Board, upon recommendation of the 
Executive Committee, named the flagpole area in front 
of The University of Texas Institute of Texan Cultures 
at San Antonio the H. B. Zachry Plaza in accordance 
with the Regents' Rules and Regulations, Part One, Chap- 
ter VIII, Section i, Subsection 1.2, relating to the 
naming of facilities other than buildings. 

The naming of this Plaza is in tribute to Mr. H. B. 
Zachry, who was a great friend and benefactor of the 
Institute with both dollar and in-kind contributions. 

- ~~C" ~ ~~~ .". ",.. 

5. 

6. 

U. T. Medical Branch - Galveston - Administration 
Annex II Renovation (Project No. 601-615): Award of 
Construction Contract to Lebco Constructors, Inc., 
Houston!, Texas (Exec. Com. Letter 88-14).--The Board 
awarded a construction contract for the Administration 
Annex II Renovation at The University of Texas Medical 
Branch at Calveston to the lowest responsible bidder, 
Lebco Cons,tructors, Inc., Houston, Texas, for the Base 
Bid andlAi~ernate Bid Item Nos. i, 2, 3, .%, 5, 6, 7 
and 8,~,ini~iii~he amount of $2 540 550 • . . .  , ~~ <~ . t ! • 

.~~ ~~~ .-,- 
This pro3ec:t was approved by the Texas Higher Education 
Coordinating Board in July 1986 and is funded from 
U. T. Medical Branch - Galveston Unappropriated Balances. 

U. T. Medical Branch - Galveston - New Parking Struc- 
tutes (Project No. 601-670): Award of Construction Con- 
tract to Manhattan Construction Company, Houston, Texas 
IExec. Com~ L-e-tter 88-17).--Upon recommendation of the 
Executive Committee, the Board awarded a construction 
contract for the New Parking Structures at The Univer- 
slty of Texas Medical Branch at Galveston to the lowest 
responsibie bidder, Manhattan Construction Company, 
Houston, Texas, for the Base Bid and Alternate Bid Item 
Nos. i, 2, 3, 4, 5, 6, 7, 8, 9 and i0, in the amount 
of  $5,424,000. 

. ... . 

This~ pr'oject was approved by the Texas Higher Education 
Coordinating Board in December 1987. 
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REPORT AND RECOMMENDATIONS OF THE FINANCE AND AUDIT COMMITTEE 
(Pages 45 - 49).--Committee Chairman Roden reported that the 
Finance and Audit Committee had met in open session to con- 
sider those matters on its agenda and to formulate recommen- 
dations for the U. T. Board of Regents. Unless otherwise 
indicated, the actions set forth in the Minute Orders which 
follow were recommended by the Finance and Audit Com]rLittee 
and approved in open sesslon and without objection by the 
U. T. Board of Regents: 

1. U. T. System: Approval of Docket No. 39 of the Office 
of the Chancellor (Catalog Change).--Upon recommenda- 
tion of the Finance and Audit Committee, the Board 
approved Docket No. 39 of the Office of the Chancellor 
in the form distributed by the Executive Secretary. It 
is attached following Page 248 in the official copies 
of the Minutes and is made a part of the record of this 
meeting. 

It was expressly authorized that any contracts or other 
documents or instruments approved therein had been or 
shall be executed by the appropriate officials of the 
respective institution involved. 

It was ordered that any item included in the Docket 
that normally is published in the institutional catalog 
be reflected in the next appropriate catalog published 
by the respective institution. 

Regents Hay and Ratliff abstained from voting on items 
witnin the Docket related to Exxon Corporation due to 
a possible conflíct of interest. Regent Ratliff alzo 
abstained from matters related to Southwest Texas Elec- 
tric Cooperative for the same reason. 

Regent Yzaguirre abstained from voting on the U. T. 
Medical Branch - Galveston Docket item regarding con- 
tracts related to the Community Oriented Primary Care 
Demonstration Project (CO-PRIMA) due to a possible con- 
flict of interest. 

2. U. T. System: Authorization to implement a Flexible 
Benefits Program (UTFLEX) for Employees Effectiv e Sep- 

1988.--In accordance with Sections 125 tember i, and 129 
of the Internal Revenue Code (IRC) and upon recommenda- 
tion of the Finance and Audit Committee, authorization 
was granted to implement a flexibl~ benefits program 
(UTFLEX) for employees of The University of Texas System 
effective September i, 1988, which will permit employees 
to choose among certain nontaxable benefits. The source 
of funds for UTFLEX will be employee contributions by 
means of a salary redirection agreement entered into 
between plan participants and the U. T. System. These 
contributions are considered employer funds for account- 
ing, administrative and tax purposes. 

The r lexible benefits plan to be offered to employees 
contains three major categories of available benefit 
options: 

a. Insurance Premiu~ Redirection Account 

This account wi] I. allow eligible participants 
to enter into sa]ary redirection agreements 
with the U. T. System for the payment of 
insurance premiums in excess of State premium 
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sharing ($115 effective September i, 1988). 
Contributions made under this account will be 
considered on a pretax basis. The insurance 
premium redirection account may be used in 
conjunction with medical and }{MO coverage, the 
first $50,000 of employee life insurance, depen- 
dent life insurance, accidental death and dis- 
memberment insurance, disability insurance and 
dental insurance. 

b. Medical Expense Rgi~gursement Account 

This account will allow eligible participants to 
elect to have a portion of their annual compen- 
sation redirected through UTFLEX to cover medi- 
cal expenses which are not otherwise covered by 
the group health insurance plan or the various 
health maintenance organizations approved by the 
U. T. System. Employee funds used to pay these 
expenses will thus be treated as pretax dollars. 
Noncovered medical expenses include, but are 
not limited to, items such as: group health 
insurance deductibles and coinsurance features, 
eyeglasses, and spouse or dependent insurance 
premiums for medical insurance coverage not asso- 
ciated with U. T. System employment. There will 
be a minimum $15 per month contribution require- 
ment and participants will be permitted to con- 
tribute up to a maximum of $5,000 per plan year 
to the medical expense reimbursement account. 

C . Dependent Care Reimbursement Account 

This account will allow eligible participants to 
pay for those monthly expenses associated with 
day care programs for children under 15 and for 
certain menta!ly or physically handicapped depen- 
dents of any age on a pretax basis. Applicable 
IRS regulations limit year!y dependent care con- 
tributions to $5,000 ($2,500 for married tax- 
payers filing separately). As in the medical 
expense reimbursement account, a minimum $15 
monthly contribution will be required. The plan 
will limit reimbursement to eligible partici- 
pants rather than permitting payment to day care 
vendors. 

With regard to the plan design in general, the following 
requirements ate to be included: 

a. The plan year has been defined as September 1 
through August 31. 

b. 

C . 

The salary redirection agreement is to be 
effective for the duration of each plan year, 
must be irrevocable during the plan year and 
may be renewed at the beginning of subsequent 
plan years. 

Al1 insurance eligible employees aL~ eligible 
to participate in the flexible benefits plan. 

d. Changes during any given plan year are not 
allowed except for certain legally defined 
family status changes. 

e . Funds allocated for use by participants for 
a specific benefit plan, but remaining 
unspent at the end of the plan year, are 
forfeited to the UTFLEX program. 

- 46 - Z640 



m m mm m m m m m n m ~ m  m m m 

f. No individual account benefits are payable if 
individual account balances fall below zero. 

g. Participation in UTFLEX is permissible with- 
out health plan coverage. 

h. 

i. 

Claims may be submitted at any time; claims 
will be paid two times per month. 

A minimum claims pa}naent is scheduled at $25. 

j. Claims under the medical expense reimburse- 
ment account must be submitted on of before 
December 31 following each plan year to be 
considered timely. 

k. There is a 60-day sign-up period for new 
employees with an effective date as of the 
effective date of premium payment. 

1. Annual enrollment of active employees in the 
plan must be accomplished by the payroll 
cut-off date for the month of September to 
ensure a September 1 effective date of par- 
ticipation. 

m. For salary contributions to be tax exempt, 
salary redirection agreements and elections 
must be made in advance of earnings. 

n. Participation in the insurance premium redi- 
rection account wi!l be mandatory for all eli- 
gible employees enrolled in group insurance 
plans oran HMO effective September i, 1988. 

A primary benefit of these plans to the employer is that 
the level of reportable wages subject to FICA (Social 
Security) taxes can be reduced, resulting in considerable 
savings through reduced contributions to FICA. Of addi- 
tional benefit to employers is the fact that the offering 
of such plans will not result in added payroll-related 
costs above and beyond identifiable costs associated with 
administration. 

An operational administrator for the program will be 
determined at a future date and the plan will be 
described to potential enrollees in a summary document 
which will include the basic rules regarding plan eligi- 
bility and procedures for making elections under UTFLEX. 

3. U. T. System: Amendments to ~ualifications for Commis- 
sioned Law Enforcement Personnel.--To comply with recent 
changes in State law and rules promulgated by the Texas 
Commission on Law Enforcement Officers Standards and 
Education (TCLEOSE), the Resolution adopted by the U. T. 
Board of Regents on December 6, 1985, regarding the age 
and educational requirements for commissioned law enforce- 
ment personnel in The University of Texas System was 
amended as follows: 

II. The applicant must have reached his or her 
2lst birthday but not his or her 45th birth- 
day ON DATE OF COMMISSIONING. 

III . 
The applicant for admission to the U. T. Sys- 
tem Police Academy must have a high school 
diploma ora GED, and must have a mínimum of 
sixty (60) semester college hours. The appli- 
cant who has reached bis or her 2lst birthday 
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on the date of commissioning may fulfill this 
college requirement by substituting two years 
of continuous employment asa police guard 
for a component institution within the U. T. 
System. 

4. U. T. System: Approval of Policies for Preparation of 
Legislative Budget Requests for the 1990-1991 Blennlum.-- 
Upon recommendation of the Finance and Audit Committee, 
the Board approved the following Budget Policies for use 
in preparing the Legislative Budget Requests for the 
1990-1991 Biennium for The University of Texas System. 
In accordance with Section 61.059 of the Texas Education 
Code as amended by Section 3.01 of Article 3, H. B. 2181, 
70th Legislature, Second Called Session, the formulas 
(including salary increase recommendations) approved by 
the Texas Higher Education Coordinating Board serve as 
the basis for these policies for requesting legislative 
appropriations. 

Policies for Preparing Le@islative Budget Requests 
for the Biennium 1990-1991 

In preparing the Legislative Budget Requests for the bien- 
nium beginning September i, 1989, the instructions issued 
by the Texas Higher Education Coordinating Board, the 
Legislative Budget Board and the Governor's Budget and 
Planning office are to be used as specific guidelines. 
In the interest of uniformity and similar treatment, the 
following additional policies and limitations shall be 
observed re!ating to areas not funded by formula or other- 
wise covered by the above-mentioned instructions: 

a. Salary Advances for Faculty and Professiona! 
Staff 

Funds may be requested to grant merit salary 
increases for 1990 of i0.i~ over 1989 Bud- 
get and ah additional i0.i~ in 1991 over 
1990 Requested. 

b. $alary Advances for Cl~ssified Personnel 

Funds may be requested to provide for a i0.I~ 
increase for 1990 over 1989 Budgeted amounts 
and an additional i0.i~ increase in 1991 over 
1990 Requested amounts. In addition, requests 
may include sufficient funds for a 3.4% merit 
increase for approximately one-half of ali 
employees each year. 

c. New Positions 

Al1 requests for new positions must be based 
on new or expanded programs or on improvements 
in existing programs and be fully justified. 

d. Maintenance, Operation and Equipment 

The general guide!ines for requesting funds for 
this item should be for ah increase up to 5.2~ 
in 1990 over 1989 Budget plus an additional ~~,2~ 
increase in 1991 over 1990 Requested. In lim- 
ited situations such as scientific equipment, 
medical supplies, and like items, in which price 
escalation or other factors make the above limi- 
tations totally impractical, actual needs must 
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e. 

f. 

g. 

be the basis for the request. In these situa- 
tions the variance from the general standard 
stated above must be carefully justified. 

Utilities 

Requests for Purchased Utilities are to be based 
on projected needs using the best available tate 
estimates, carefully documented. 

Employee Insurance Premiums 

For Level 2 use $150 per month in 1990 and 
$200 per month in 1991 for each person in 
requesting funds for payment of the State's con- 
tribution toward the cost of insurance premiums. 
Eligible employees ate those covered under provi- 
sions of the Texas State College and University 
Employees Uniform Insurance Benefits Act. 

Special Items 

Funds may be requested to support items which 
are peculiar to the particular institution and 
which ate not otherwise included in other spe- 
cific "Elements of Institutional Costs." 
Support for these special items must be fully 
justified. 

1990-1991 LEGISLATIVE BUDGET CALENDAR 

April 14, 1988 

May 31, 1988 

June 13-22, 1988 

June 27, 1988 

July I, 1988 

August - September 

September 26, 1988 

October 3, 1988 

U. T. Board of Regents' Approval 
of Policies 

Ten draft copies of Legislative 
Budget Requests {bound) due to 
System Administration 

Budget Hearings with System 
Administration 

Thirty-five copies of First 
Submission Legislative Budget 
Requests (unbound) due to Sys- 
tem Administration for binding 

Filing Date - First Submission 
of Legislative Budget Requests 

Hearings with staffs of Legisla- 
tive Budget Board and Governor's 
office of Management and Budget 

Forty copies of Second Submis- 
sion Legislative Budget Requests 
(unbound) due to System Adminis- 
tration for binding 

Filing Date - Second Submission 
of Legislative Budget Requests 
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REPORT AND RECOMMENDATIONS OF THE ACADEMIC AFFAIRS COMMITTEE 
(Pages 50 - 70).--Committee Chairman Baidwin reported that the 
Academic Affairs Committee had met in open sesslon to consider 
those matters on its agenda and to formulate recommendations 
for the U. T. Board of Regents. Unless otherwise indicated, 
the actions set forth in the Minute Orders which follow were 
recommended by the Academic Affairs Committee and approved in 
open session and without objection by the U. T. Board of 
Regents: 

1. U. T. Arlington: Approval to Increase the Compulsory 
Student Services Fee Effective with the Fall Semes- 
ter 1988 (Catalog Change).--The Board, upon recommenda- 
tion of the Academic Affa~rs Committee, approved an 
increase in the Compulsory Student Services Fee at The 
University of Texas at Arlington from $6.50 per semester 
credit hour, with a maximum of $78, to $7 per semester 
credit hour, with a maximum of $84 for any one regular 
long session of eleven week summer session and from 
$3.25 to $3.50 per semester credit hour, with a maxi- 
mum of $42 for a sum~er short session, to be effective 
with the Fall Semester 1988. 

It was ordered that the next appropriate catalog pub- 
lished at U. T. Arlington be amended to conform to this 
action. 

2. U. T. Austin: Approval of ah Exception to Part One, 
Chapter III, Section 31, Subsection 31.1 of the Regents' 
Rules and Reguiations (Retirement and Modified Service) 
to Allow Full-Time Employment of Dr. Enrique Anderson- 
Imbert for the 1988-89 Fall Semester Only.--Upon 
recommendationof the Academic Affairs Committee, ah 
exception was made to Part One, Chapter III, Section 31, 
Subsection 31.1 of the Regents' Rules and Regulations, 
relating to retirement and modified service, to permit 
the full-time employment beyond the mandatory retire- 
ment age of Dr. Enrique Anderson-Imbert, Professor Emer- 
itus of Harvard University, at The University of Texas 
at Austin for the 1988-89 Fall Semester only. 

Dr. Anderson-lmbert, who is 78, wil! be a Visiting Pro- 
fessor in the Department of Spanish and Portuguese at 
U. T. Austin. 

3. U. T. Austin: ?roposed Appointment to the Third Sid W. 
Richardson Foundation Regents Chair in Mathematics in 
the College 0f Natural Sciences Effective Septem- 
ber i, 1988 (Withdrawn)±'-The item related to a proposed 
~pointment to the Third Sid W. Richardson Foundation 
Regents Chair in Mathematics in the College of Natural 
Sciences at The University of Texas at Austin to be 
effective Septelnber i, 1988, was withdrawn. 
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4. U. T. Austin: Appointment of (a) Dr. James Duban to 
the William David Blunk Memorial Professorship; 
(b) Dr. Harvey M. Sussman as Initial Holder of the R. P. 
Doherty, Sr. Centennial Professorship in Communication 
in the College of Communication; (c) Dr. James O. Jirsa 
to the Janet S. Cockrell Centennial Chair in Engineering 
in the Colleqe of Engineering; (d) Mr. Robert S. Strauss 
to the Llo$d M. Bentsen, Jr. Chair in Government/Business 
Relations In the Lyndon B. Johnson School of Public 
Affairs; (e) Dr. Standish Meacham, Jr. as Initial Holder 
of the Alice Jane Drysdale Sheffield Regents Profes- 
sorship in History in the College of Liberal Arts; 
(f) Dr. Roger E. Scrutton as Initial Holder of the Getty 
Oil Company Centennia]. Chair in Geological Sciences in 
the College of Natural Sciences and (g) Dr. Beverly M. 
Henry to the James R. Doughert~, Jr. Centennial Profes- 
sorship in Nursing Service Admlnistration in the School 
of Nursing Effective as Indicated.--The Academic Affairs 
Committee recommended and the Board approved the follow- 
ing appointments to endowed academic positions at The 
University of Texas at Austin effective September I, 1988, 
unless otherwise indicated: 

a. Dr. James Duban, Associate Professor of 
English, to the William David Blunk Memo- 
rial Professorship for the 1988-89 academic 
year only 

b. Dr. Harvey M. Sussman, Professor, Depart- 
ments of Speech Communication and Linguis- 
tics, as initial holder of the R. P. 
Doherty, Sr. Centennial Professorship in 
Communication in the College of Communi- 
cation 

C. Dr. James O. Jirsa, Phil M. Ferguson Pro- 
fessor in Civil Engineering and Director 
of the Phil M. Ferguson Structural Engi- 
neering Laboratory, to the Janet S. 
Cockrell Centennial Chair in Engineer- 
ing in the College of Engineering 

Dr. Jirsa will relinquish the Phil M. 
Ferguson Professorship in civil Engi- 
neering on the effective date of the 
new appointment. 

d. Mr. Robert S. Strauss, Visiting Professor, 
reappointed to the Lloyd M. Bentsen, Jr. 
Chair in Government/Business Relations in 
the Lyndon B. Johnson School of Public 
Affairs for the 1987-88 Spring Semester 
only effective immediate]y 

e . Dr. Standish Meacham, Jr., Professor and 
Chairman of the Department of History, as 
initial holder of the Alice Jane Drysdale 
Sheffield Regents Professorship in History 
in the College of Liberal Arts 

f. Dr. Roger E. Scrutton, Lecturer in Applied 
Geology, University of Edinburgh, Scotland, 
as initial holder of the Getty Oil Company 
Centennial Chair in Geological Sciences in 
the College of Natural Sclences for the 
1988 Fall Semester only 
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g. 

Dr. Scrutton~s appointment as Visiting Pro- 
fessor in the Department of Geological Sci- 
ences will be effective September I, 1988. 

Dr. Beverly M. Henry, Associate Professor, 
College of Nursing at the University of 
Florida, Gainesville, Florida, to the 
James R. Dougherty, Jr. Centennial Profes- 
sorship in Nursing Service Administration 
in the School of Nursing. 

Dr. Henry's appointment as Professor in the 
School of Nursing will be effective Septem- 
ber i, 1988. 

5. U. T. Austin: Approval to Name (a) New Joint Men~s and 
Women's Academic Center in L. Theo Bellmont Hall the 
D. X. Bible Academic Center and (b) Concert Hall of the 
Performing Arts Center the Nancy Lee and Perry R. Bass 
Concert Hall (Regents' Rules and Regulations, Part One, 
Chapter VIII, Section i, Subsection 1.2, Naming of Facil- 
ities Other Than Buildings).--Approval was given to name 
the following facilities at The University of Texas at 
Austin in accordance with the Regents' Rules and Regula- 
tions, Part One, Chapter VIII, Section i, Subsection 1.2, 
relating to the naming of facilities other than buildings: 

a. The new joint men's and women's academic 
center in L. Theo Bellmont Hall as the 
D. X. Bible Academic Center 

The naming of this Center is in memory of 
Mr. D. X. Bible, head football coach at 
U. T. Austin from 1937-1946, who died 
in 1980. 

The D. X. Bible Academic Center will pro- 
vide a central tutoring location for ath- 
letes, especially high risk athletes, and 
will include study carrels, soundproof 
study areas, computer stations anda small 
library. 

b. The concert hall of the Performing Arts 
Center as the Nancy Lee and Perry R. Bass 
Concert Hall. 

The concert hall is being named to rec- 
ognize Mr. and Mrs. Perry R. Bass' numer- 
ous contributions to U. T. Austin and for 
their continuing support and understanding 
of many program areas at the University. 
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6. U. T. Austin: Approval to Increase Parking and Traf- 
fic Enforcement Fees Effective with the Fall Semes- 
ter 1988 (Catalog Change).--The Board approved 
increases in The University of Texas at Austin park- 
ing and traffic enforcement fees effective with the 
Fall Semester 1988 as set forth below: 

1988-89 
Fees 

Category 1 
(Parking in reserved 
of handicapped spaces) 

$5o 

Category 2 
(Speeding, permit misuse, 
ignoring traffic controls 
and related violations) 

25 

Category 3 
(Illegal of improper 
parking violations) 

15 

Category 4 
(Miscellaneous violations) 

i0 

Late charges regarding enforcement of parking and traf- 
fic lees were increased from $2 and $3 to $5. 

More detailed descriptions of traffic violations and 
enforcement fees in each category are included in U. T. 
Austin's April 1988 institutional Docket, Section VII, 
Driving and Parking Offenses. 

These increases in traffic enforcement fees ate in 
concert with the City of Austin charges as well as in 
recognition that higher charges do deter people from 
violating the parking rules. The increased revenues 
will help offset rising costs and place enforcement 
costs on violators versus the permit holder only. 

It was ordered that the next appropriate catalog and 
Parking and Traffic Regulations and Information bro- 
chures published at U. T. Austin be amended to con- 
form to this action. 

7. U. T. Austin: Approval of Amendments to Declaration 
of Trust with the Board of Operating Trustees of Texas 
Student Publications.--Upon recommendation of the Aca- 
demic Affairs Committee, the Board approved amendments 
to Paragraphs 5 A, 5 B, 5 C, ii and 17 of the Declara- 
tion of Trust with the Board of Operating Trustees of 
Texas Student Publications at The University of Texas 
at Austin. 

The amendments to the foregoíng referencea paragraphs 
will allow a broader group of students and faculty to 
be eligible for membership on Texas Student Publica- 
tJon's Board of Operating Trustees and allow a larger 
segment of the student body to be eligible to vote on 
the membership. 
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It was reported that the next appropriate Handbook of 
Operating Procedures published at U. T. Austin will be 
amended to reflect this action. 

The Declaration of Trust, as amended, is set forth below 
in its entirety: 

DECLARATION OF TRUST 
with Board of Operating Trustees of 

Texas Student Publications 
(Al1 amendments through April 1988) 

Texas Student Publications, Inc., acting by and through the 
undersigned as officers and directors, and the undersigned 
as officers and directors hereby convey, assign and 
transfer all assets of Texas Student Publications, Inc., of 
every kind and character, including, but not iimited to, 
cash, bank accounts, personal property and real property, 
to the Board of Regents of The University of Texas System 
(hereinafter referred to as "Trustees") in trust, subject 
to the terms and conditions of this instrument. 

i. 

There is hereby created an Operating Board of Trustees, 
hereinafter called "Operating Trustees," who shall operate 
as hereinafter provided. 

2. 

AII assets of Texas Student Publications, Inc., are hereby 
delivered to the Trustees and recorded in the accountinz 
records of The University of Texas at Austin, to be used 
solely for the maintenance and support of the Texas student 
publications described in Paragraph 4 below. The 
recording, budgeting and expendicure of these assets will 
be in accordance with the Trustees' Rules and Rezulations 
for the management of this type of funds and account. 

3. 

The operations of student publications on the campus of The 
University of Texas at Austin are under the control and 
jurisdiction of the Operating Trustees, constituted as 
hereinafter set out. AII actions of the Operating Trus~ees 
and all business connected with student publications, which 
are defined for the purpose of this Declaration of Trust as 
all media, print or electronic, on the campus of The 
University of Texas at Austin conducted by them shall be 
pursuant to, subject to and in accord with Trus~ees' Rules 
and Regulations. 

4. 

The Operating Trustees are responsible for the issuance, 
publicacion and distribution of the student publications on 
the campus of The University of Texas at Austin. Such 
publications presently consist of The D~ii~ Texan, The 
Summer Texan, The Texas Ranger Magaz~n~, %acuus, 
Peregrinus, Texas Engineering and Science Ma~azine, and 
Riaca. The 0perating Trus[ees may authorize other 
publications. 
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5. 

The Board of Operating Trustees is composed of eleven 
voting members, composed as follows: 

A. Three students out of the College of 
Communication of The University of Texas at 
Austin, elected by registered students in The 
University of Texas at Austin. Said election is 
to be held concurrently with the Spring studen~ 
government election each year pursuant to the 
rules established by the Operating Trustees. No 
student shall be eligible to be a candidate for 
a position on the Board of Operating Trustees 
unless he or she has completed or will have 
completed by the end of the Spring semester in 
which the election is held twelve hours of 
College of Communication courses, is in good 
standing (not on scholastic probation), and has 
completed at least one semester in residence in 
the long term at The University of Texas at 
Austin. The eligibility of a candidate must be 
certified to by the Dean of the College of 
Communication prior to the time of said 
election. 

B. Three students elected at-large from the student 
body of The University of Texas at Austin at the 
same time as the editor of The Daily Texan, 
pursuant to Section II hereof. If the President 
of the Students' Association is not one of the 
students elected at the election, then the 
President of the Students' Association shall 
serve as an ex-officio member of the Board of 
Operating Trustees without vote. A student who 
qualifies asa candidate under Section 5 A, 
shall be neither qualified asa candidate nor 
eligible to serve as an at-large member of the 
Board. 

D. 

Two members of the fa~ulty out of the voting 
faculty of the College of Communication and one 
member of the faculty out of the voting faculty 
of the College of Business Administration, all 
three to be appointed directly by the Presidenc 
of The University of Texas at Austin. 

Two professional journalists appointed by the 
President of The University of Texas at Austin. 

6. 

Voting members of the B~ard of Operating Trustees shall 
serve a term of two years beginning June i of each calendar 
year. No voting member shall serve more than four years 
consecutively. However, in order to provide staggered 
terms, the following procedure shall be used concerning the 
first Board of Operating Trustees under this section, to 
take office June i, 1972. 

A. The four journalism students elected from the 
Department of Journalism shall draw lots in the 
presence of a quorum of the Board of Operatin~ 
Trustees to determine which two shall serve 
initial terms of one year and which cwo shall 
serve initial terms of two years. 
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B. 

C. 

D. 

The two undergraduate students elected at-large 
from the student body of The University of Texas 
at Austin shall draw lots in the presence of a 
quorum of the Board of Operating Trustees to 
determine which one shall serve an initial term 
of one year and which one shall serve an inicial 
term of two years. 

The President of The University of Texas at 
Austin shall appoint one of the faculty out of 
che Department of Journalism for an inicial term 
of one year, and he shall appoint the other 
journalism faculty member for an initial term of 
two years. The President of The University of 
Texas at Austin shall appoint the remaining 
faculty member for an initial term of two years. 

The President of The University of Texas at 
Austin shall appoint one of the professional 
journalists for an initial term of one year, and 
shall appoint the other professional journalist 
for an initial term of two years. 

7. 

Should any voting member or members of the Board of 
Operating Trustees resign, become ineligible or for any 
other reason fail to serve, if such member be one who was 
appointed by the President of The University of Texas at 
Austin, such President, after consultation with the 
Operating Trustees, shall appoint a successor, and if such 
member be one who is otherwise selected, then a majority ef 
the Operating Trustees ..... after consultation with the 
President, shall appoint a succ~ssor trustee, and in the 
event of a tie vote by the Operating Trustees, the 
President shall make such appointment. Each successor 
trustee shall, possess the qua!ifications of his predecessor 
in office. If the vacancy occurs at least two weeks prior 
to the deadline for filing in the Spring student 
publicacions election during the first year of the member's 
term, the appointed successor trustee shall serve only 
until May 31. The remaining year of the term shall be 
filled by the election of a successor trustee in the Spring 
student publications election. If the vacancy occurs after 
two weeks prior to the deadline for filing in the Spring 
student publications election during the first year of the 
member's term, the appointed successor trustee shall serve 
the remainder of the term. 

8. 

In addition to the afore~entioned voting members of che 
Board of Operating Trustees, the following persons shall 
serve as ex-officio, non-voting members: the Dean of 
Students or the Dean's representative; the Editorial Mana~er 
of The Daily Texan; the General Manager of the publications; 
the Editor and Managing Editor of The Daily Texan; and che 
student editors and/or managers of all other publications 
published by the Operating Trustees. 
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9. 

Until the selection of the initial eleven-member Board of 
Operating Trustees as set out under Paragraph 5 hereof, uhere 
shall be nine (9) Operating Trustees as follows: 

Name Address 

Mr. Bob Binder Students' Association 
Union Bldg. 323 
The University of Texas at Austin 
Austin, Texas 78712 

Dr. Norris Davis 3303 River Road 
Austin, Texas 78703 

Dr. Charles Bonjean Route 8, Box 428 
Austin, Texas 78703 

Dr. Eugene Sauls 5801 Westslope 
Austin, Texas 78731 

Dr. Frank Pierce 4202 Venabo 
Austin, Texas 78731 

Mr. David Stok 2208 Nueces 
Austin, Texas 78705 

Mr. David Mincberg 2600 Rio Grande 
Austin, Texas 78705 

Mr. Tim Donahue 3509 Cherry Lane 
Austin, Texas 78703 

Mr. John Fox 401 West 38th 
Austin, Texas 78705 

i0. 

The officers of the Board of Operating Trustees shall be a 
President, a Vice-President anda Secretary, and such other 
officers as the Board of Operating Trustees may from time to 
time find necessary to carry on the business of the 
publications. Officers shall be elected from among the 
voting members of the Board of Operating Trustees at the 
first meeting after June i of each year. Officers' terms 
sha!l be for one year, buta person is e!igible to serve an 
additional one year term. 

Ii. 

Concurrently with the student government elections, there 
shall be a student publications election on the campus of The 
University of Texas at Austin. At such election there shall 
be elected the Editor of The Daily Texan by the students of 
The University of Texas ac Austin, but voting members of the 
Board of Operating Trustees shall appoint the Editor of The 
Daiiy Texan in the case of a vacancy. The eligibility of a 
candidate for Editor of The Dailv Texan must be certified to 
by the Operating Trustees on scandards set out in their 
Handbook prior to the time of sa~d election. The Operating 
Trustees shall set out in its Handbook the conditions under 
which said elections may be held, including length of the 
campaign. The Editor of The Daily Texan shali serve for a 
term of one year beginning on June i. There shall also be 
elected ac this election the student members of the Board of 
Operating Trustees as provided in Section 5 B. 
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12. 

Subject to the provisions of this instrument, in the 
performance of all of its duties and in the exercise of all 
of its powers, the Board of Operating Trustees shall be 
subject to the direction of the Regents' Rules and 
Regulations. The Board of Operating Trustees shall conduct 
its meetings in strict adherence to Roberts' Rules of Order. 

13. 

There shall be an Executive Com~ittee of the Board of 
Operating Trustees to be composed of three faculty members 
and two students to be elected by the Board of Operating 
Trustees from its voting membership. 

14. 

The Executive Committee shall appoint a general manager who 
shall be selected annually during the month of May for the 
fiscal year beginning September i. The Executive Committee 
shall determine the compensation of the General Manager. The 
duties of the General Manager shall be prescribed by the 
Executive Committee, subject to the basic policies set forth 
by the Operating Trustees. The Editorial Manager(s) will be 
appointed by the Executive Committee, subject to basic 
policies set forth by the Operating Trustees. The duties of 
the Editorial Manager(s) shall be prescribed by the Executive 
Committee, subject to basic policies set forth by the 
Operating Trustees. The Editorial Manager of The Daily Texan 
shall be authorized to coordinate the activities between The 
Daily Texan and the Department of Journalism so as to secure 
the most effective use of the journalism laboratories and 
classes in the preparation of material for The Daily Texan. 
The Executive Committee shall fix the compensation of all 
editorial workers on student publications subject to the 
final approval of the 0perating Trustees. The Executive 
Committee shall appoint and fill all vacancies for Editor, 
Manager and Managing Editor of every publication, except The 
Daily Texan, and shall fix their compensation subject to 
final approval of the Operating Trustees at their next 
regular meeting. 

15. 

The Executive Committee is authorized to implement and is 
responsible for implementation of the policies of the 
Operating Trustees between meetings of the Operating 
Trustees. 

16. 

A definitive reiationship between the Department of 
Journalism of The University of Texas at Austin and The Daily 
Texan published by the Operating Trustees must exist. 
Accordingly, the President of The University of Texas at 
Austin shall promulgate an operating procedure to establish 
this relationship. The operating procedure may be amended 
from time to time by mutual agreement between the Department 
of Journalism, through its chairman, and the Operating 
Trustees, with the concurrence of the President of The 
University of Texas at Austin. In the event the Chairman of 
the Department and the Board of Operating Trustees are unable 
to agree on amendments, the President of The University of 
Texas at Austin shall make the final decision. 
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17. 

There shall be established within the Board of Operating 
Trustees a Review Committee which shall be composed of one 
member of the College of Communication faculty, one College 
of Communication student, and one professional journalist. 
Such members are to be elected by the Operating Trustees out 
of the membership of the Board of Operating Trustees. AII 
appeals on material withheld from publication by the 
Editorial Manager, or respective publications supervisors, 
shall be considered by the Review Committee within 24 hours 
of the action. A decision of the Review Cou~ittee may be 
appealed to the Operating Trustees, but seven affirmative 
votes of the Operating Trustees are required to overrule said 
decision of the Review Committee. In all such matters, the 
actions of the Operating Trustees shall be final and complete 
without review outside the Operating Trustees. 

18. 

Ir shall be the duty of the Board of Operating Trustees to 
furnish on request to the President of The University of 
Texas at Austin, the Chancellor of The University of Texas 
System and the Board of Regents of The University of Texas 
System, within two weeks of such request, any special reports 
requested by such officials. 

19. 

Copies of the minutes of all meetings of the Operating 
Trustees shall be delivered promptly to the President of The 
University of Texas at Austin for distribution to the 
Chancellor, the Executive Vice Chancellor for Academic 
Affairs, the Executive Secretary to the Board of Regents and 
such members of The University of Texas at Austin 
administration as the President of The University of Texas at 
Austin may direct. No action of the Operating Trustees shall 
have any force or effect unless included in the minutes and 
until ir has been approved by the President of The University 
of Texas at Austin, except actions of the Operating Trustees 
pertaining to the decisions of the Review Committee, and 
except as to actions of the Operating Trustees with respect 
to the appointment, discipline or removal of editors and/or 
managers, which actions need only be reported in the minutes 
for information, but are not reviewable outside the Board of 
Operating Trustees. 

20. 

No budget or budget amendment adopted by the Operating 
Trustees shall have any force or effect until such budget of 
budget amendment has been approved by the Board of Regents. 

21. 

No expenditure shall be made by the Operating Trustees un!ess 
lE is made in accordance with and pursuant to a budget ítem 
that has been previously adopted by the Operating Trustees 
and approved by the Board of Regents. 

22. 

Within ninety days following the close of each fiscal year, 
the President of The University of Texas at Austin shall be 
furnished for distribution to the Chancellor and to the 
members of the Board of Regents, the Executive Secretary ~o 
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the Board of Regents and to such members of The University of 
Texas a= Austin administration as the President of The 
University of Texas at Austin may direct, at least fifteen 
copies of a complete audit of the fiscal year. 

23. 

AII employees, editors, editorial workers and staff members 
employed to work on student publications under the control 
and jurisdiction of the Operating Trustees including all 
employees of the corporation known as Texas Student 
Publications, Inc. holding office or employed as of the 
effective date of this Declaration of Trust shall continue in 
office or employment (unless changed by the Operating 
Trustees in accordance with the Declaration of Trust). 

24. 

Subject to Section 23 of this Declaration of Trust, the 
Operating Trustees shall have the authority: (i) to appoint 
the Managing Editor of The Daily Texan from among qualified 
students; (2) to take disciplinary action against the 
employees, editors, editorial workers and staff members of 
student publications, including the removal from office after 
due notice, for a violation of the policies of the Operating 
Trustees or for nonperformance of duties; such removal shall 
require a majority vote (action of the Operating Trustees in 
the matter of the appointment, discipline and removal of 
editors shall be final and complete); provided however, that 
no action taken by the Operating Trustees with respect to the 
employment, dismissal, salary or duties and responsibilities 
of either the General Manager or the Editorial Manager(s) 
shall have any force or effect until ir has been approved by 
the Board of Regents; and (3) to determine the character and 
policies of all student publications. 

25. 

Since all funds utilized in the operations of student 
publications are under the direct control of an agency of the 
University, the Operating Trustees, the Vice President for 
Business Affairs of The University of Texas at Austin, and 
the Director of The University of Texas at Austin Personnel 
Office shall immediately make arrangements for assuring that 
all appropriate personnel are placed under the budgetary and 
personnel regulations applicable to other University of Texas 
at Austin employees. 

26. 

The Operating Trustees shall promulgate and implement a 
handbook which shall contain the operating policies of the 
Operating Trustees. 

27. 

The provisions of this instrument may be amended only with 
the concurrence of Trustees anda majority of the Operating 
Trustees. 

28. 

Trustees, by the execution of this instrument, accept the 
assets hereby conveyed and delivered, subject to all of the 
terms and provisions of this instrument. 
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8. U.T. El Paso: Authorization to Establish a Ph.D. Degree 
in Electrical Engineerin@ and to Submit the Program to 
the Coordinating Board for Approval (Catalog Change).-- 
In order to meet the needs of the growing community of 
computer systems professionals in the El Paso region, 
authorization was granted to establish a Ph.D. degree 
in Electrical Engineering at The University of Texas 
at El Paso and to submit the program to the Texas Higher 
Education Coordinating Board for approval. Implementa- 
tion of the program will be in Fall 1989 or upon Coor- 
dinating Board approval/ whichever is later. 

This Ph.D. program in Electrical Engineering will have 
a sharply focused specialization in Computer Systems 
Englneerlng and will be administered by the Department 
of Electrical Engineering and Computer Science within 
the College of Engineering. Students entering the pro- 
gram will have a Bachelor of Science in Electrical Engi- 
neering ora degree in a closely related field. 

The program will build upon a strong set of graduate 
level engineering courses which area part of existing 
master's level programs in Electrical Engineering 
and Computer Science and upon a research base of 
over $i.I million expenditures per year. To initiate 
the program, U. T. El Paso anticipates adding only six 
new courses and two additional faculty members. There 
are currently 22 faculty members in Electrical Engineer- 
ing and Computer Science, 18 of whom are members of the 
graduate faculty. In addition to these faculty, it is 
anticipated that some faculty in other departments, 
especially Mechanical and Industrial Engineering, will 
advise students on their dissertation projects. 

This Ph.D. degree program has been a part of U. T. El 
Paso's strategic plan since 1982. 

Upon Coordinating Board approval, the next appropriate 
catalog published at U. T. El Paso will be amended to 
reflect this action. 

9. U. T. El Paso: Approval to Appoint (a) Dr. S. K. Varma, 
(b) Dr. Roberto A. Osegueda, (c) Dr. Jack A. Dowdy and 
(d) Dr. Andrew H. P. Swift as Mr. and Mrs. MacIntosh 
Murchison Fellows in Engineering (Mr. and Mrs. MacIntosh 
Murchison Chairs in Engineering) in the College of Engi- 
neering Effective for the 1988 Calendar Year Only.--The 
Board, upon recommendation of the Academic Affairs Com- 
mittee, appointed the following faculty members of the 
College of Engineering at The University of Texas at 
El Paso as Mr. and Mrs. MacIntosh Murchison Fellows in 
the four Mr. and Mrs. MacIntosh Murchison Chairs in 
Engineering effective for the 1988 calendar year only: 

Dr. S. K. Varma, Assistant Professor of 
Metallurgical Engineering 

Dr. Roberto A. Osegueda, Assistant Pro- 
fessor of Civil Engineering 

Dr. Jack A. Dowdy, Professor of Mechani- 
cal and Industrial Engineering 

Dr. Andrew H. P. swift, Associate Pro- 
fessor of Mechanical and Industrial 
Engineering. 

Under terms of the endowment for the four Mr. and 
Mrs. MacIntosh Murchison Chairs in Engineering, funds 
may be used to award fellowships in Engineering to 
qualified faculty for periods up to one year when 
vacancies exist in the endowed chairs. 
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I0. U. T. San Antonio: Approval of Cross-Town Air Force 
ROTC Agreement Among Southwest Texas State University, 
Trinity University, and the Commandant, Air Force ROTC, 
San Antonio,. Texas.--Approval was given to the Cross-Town 
Air Force ROTC Agreement set out on Pages 62 - 66 among 
Southwest Texas State University, The University of 
Texas at San Antonio, Trinity University and the Comman- 
dant, Air Force ROTC, San Antonio, Texas. 

This agreement, executed by the appropriate officials 
of the institution and facility to be effective upon 
approval by the U. T. Board of Regents, will continue 
the Air Force ROTC General Military Course and the Pro- 
fessional officer Course at U. T. San Antonio and extend 
the courses to qualified students at Trinity University 
who desire to earn appointments as commissioned offi- 
cers in the United States Air Force. 

A Cross-Town Air Force ROTC Agreement among Southwest 
Texas State University, U. T. San Antonio, Trinity Uni- 
versity and the Commandant, Air Force ROTC was pre- 
viously approved by the U. T. Board of Regents In 
December 1982, but was withdrawn by Trinity University. 

CRO$S-TC~dN AGREEMENT TO EXTEND AIR FORC[ ROTC INSTRUCTION 
TO STUDENTS AT INSTITUTION8 NOT HOSTING ~IR FORCE ROTC 

This  agreement i s  made b y  and between South~est Texas S ta te  

U n i v e r s i t y  (here inaf t@r refmrrod to  as "SWT", which hosts A i r  

Force ROTC Detachment 840),  The U n i v e r s i t y  of Texas at  San Antonio 

(he re ina4 te r  r e f e r r e d  t o  a$ "UTSA"9 which i s  ah A i r  Forcm ROTC 

Nonhost Teaching L o c a t i o n ,  T r i n i t y  U n i v e r s i t y  ( h e r e i n a f t e r  

r e 4 e r r e d  t o  as " T r i n i t y " )  whicn does not host  ah A i r  Force ROTC 

u n i r ,  and the Commandant, A i r  Force ROTC. I r  i s  the purpose of 

t h i s  agruement to  make the A i r  Force ROTC G~neral M i l i t a r y  Course 

and the P ro fess iona l  O f f i c e r  Course a v a i l a b l e  to  q u a l i f i ~ d  

s tuden ts  at  T r i n l t y  who d e s i r e  to  earn apgoin~ments as 

commissioned o f f i c e r s  in  the Uni ted S ta tes  A i r  Forcm. 

AGREEMENT 

I .  Contingmnt upon acceptance of t h i s  agreement and ugon the 

i n i t i a l  and c o n t i n u i n g  f u l f i l l m e n t  of a l l  the c o n d i t i o n s  

enumerated in  paragraphs 2, 3, 4, and 5 f o l l o w i n g ,  the Commanaant, 

A i r  Force ROTC w i l l :  

ao Prov ide A i r  Forcm ROTC i n s t r u ¢ t i o n  in  the G e n i a l  M i l i t a r y  

Course and the P ro fess iona l  Of f i cmr  Course te  q u a l i f i ~ d  and 

se lec ted  a p p l i c a n t s  w h o  a r m  s tuden ts  at  T r l n i t y .  A i r  Force ROTC 
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i n m t r u c t i o n  w i l l  be p rov ided  those se lec ted  s tudentg  a t  T r i n i t y  on 

the UTSA campus. 

b. En ro l l  qual i f i~ed s tuden ts  at  T r i n i t y  who ate se lec ted f o r  

the General M i l i t a r y  Course and the P ro fess iona l  O f f i c e r  Course as 

members of the A i r  For~m ROTC Nonhost Teaching Locat ion  at üTSA. 

c. Prov ide  un i fo rms,  i n  accordance ~ i t h  the e x i s t i n g  con t raer  

agreement betweem SWT and UTSA, and the Secre ta ry  of the A i r  

Forcet f o r  a l l  A i r  Force ROTC cadets who are en ro l l ed  as members 

of the A i r  Force ROTC Nonhost Teaching Locat ion  at UTSA. 

d. Prov ide  subs is tence  al lowance,  i n  accordance wi~h e x i s t i n g  

p o l i c i e s ,  to  a l l  A i r  Forcm ROTC cadets who are enrol lmd as m~mbers 

of the A i r  f o rce  ROTC Nonhost Teaching Loca t ion  at UTSA. 

e. Prov ide  t u i t i o n  and l ees ,  in  accordance w i t h  e x i s t i n g  

p o l i c i e s :  

(1) To UTSA f o r  a l l  A i r  f o r ce  ROTC cadets on scho la rsh ip  

s t a t u s  who are en ro l l ed  as membmrs of the  A i r  Force ROTC Nonhost 

Teaching Locat ion  at  UTSA. 

(2)~ .... To T r i n i t y  f o r  a l l  A i r  Force ROTC cadets on 

s c h o l a r s h i p  s t a t u s  who are enrol lmd as members of the A i r  Force 

ROTC Nonhost Teaching Loca t ion  at  UTSA undmr the termm and 

c o n d i t i o n s  of a separate educat ion smrvice agreemmnt between the 

Department of thm A i r  Force and T r i n i t y .  

2. Cont ingent  upon the acceptanc~ of t h i s  agreement and upon f u l -  

f i l l m e n t  of the  c o n d i t i o n s  enummrated in  paragraph I above~ SWT 

agr ees: 

To pay out of i t s  Commutmtion Fund mums due f o r  necessary 

un i fo rms and accessor ies  p rov ided  to  a l l  membmrs of the A i r  Force 

ROTC u n i r  at  UTSA, to  the e x t e n t  such funds ate madm a v a i l a b l e  by 

the Department of the A i r  Force# providmd, howovmr, no sums sha l l  
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be pa id  ou t  of sa id  Commutation Fund p r i o r  t o  acknowledgment of 

r e c e i p t  of such u n i f o r m s  and a c c e s s o r i e s  by ah a u t h o r i z e d  

r e p r e s e n t a t i v e  of A i r  Force ROTC Detachment 840. 

3. C o n t i n g e n t  upon the  acceptance of  t h i s  agrm@ment and upon f u l -  

f i l l m e n t  of  t he  c o n d i t i o n s  enumerated i n  paragraph 1 above, UTSA 

agrees:  

a. To p r o v i d e  adequate c l a i s r o o m  and r e l a t e d  a d m i n i s t r a t i v e  

f a c i l i t i e s  t o  suppo r t  t he  Aerospace S t u d i e s  i n s t r u c t i o n  of a l l  

e n r o l l e d  members of i t s  A i r  Force ROTC u n i r  who r e c e i v i  

i n s t r u c t i o n  on i t s  campu$. 

b. To r e p o r t  e s t i m a t i d  and a c t u a l  c o s t s  of  t u i t i o n  and l e e s  

f o r  each f i s c a l  year  t o  t h i  A i r  Force ROTC Nonhost Teaching 

L o c a t i o n  a t  UTSA. T h i s  r e p o r t  w i l l  be the  basim f o r  f u n d i n g  

o b l i g a t i o n s  f o r  each f i s c a l  year .  

4. C o n t i n g e n t  upon the  acceptance of t h i s  agreement and upon f u l -  

f i l l m e n t  of t he  c o n d i t i o n s  enumerated i n  paragraph 1 abovo, 

T r i n i t y  agrees:  

a. to  i n c l u d e  an a p p r o p r i a t e  p u b l i c a t i o n $  announcement of the 

Aerospace S t u d i e s  cou rses  of A i r  Force ROTC a v a i l a b l e  to  i t s  

s t u d e n t s .  

b. To g r a n t  a p p r o p r i a t e  academic c r e d i t  a p p l i c a b l e  toward 

g r a d u a t i o n  f o r  t he  s u c c e a s f u l  c o m p l e t i o n  of coursea o f f e r e d  by 

the  Department of Aeroapace S t u d i l a  at  UTSA. 

c. To r e ~ o r t  ea t ima ted  and a c t u a l  cos ta  of t u i t i o n  and lees  

f o r  each f i s c a l  year to  t he  A i r  Force ROTC Nonhomt Teaching 

L o c a t i o n  a t  UTSA under a sepa ra ta  educa t i on  merv ice agreement 

between the  Department of the  A i r  Force and T r i n i t y .  Th ia  r e p o r t  

w i l l  be the  b a s i s  f o r  f u n d i n g  o b l i g a t i o n a  f o r  each f i s c a l  year .  
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5. T r i n i t y  a f f i r m s  and r e p r u l a n t s  t h a t :  

a. I~ i s  accredi tmd t~  award baccalaurmate degreos by the 

f o l l o w i n g  reg iona l  a s s o c i a t i o n :  Southern Assoc ia t i on  of Colleges 

and Schools. 

D. For good and v a l i d  mutual c o n s i d e r a t i o n ,  a n d a s  a 

c o n d i t i o n  precedent to  acceptance and c o n t i n u a t i o n  of t h i s  

agreement, T r i n i t y  war ran ts  and reprmsents t h a t  i i  does no t ,  and 

w i l l  n o t ,  d i z c r i m i n a t e  in  any way w i t h  respect  t o  the admission of 

subsequent t rea tment  of s tuden ts  on the bas is  of t a t e ,  c o l o r ,  se×, 

of  n a t i o n a l  o r i g i n .  I r  i s  f u r t h e r  mu ta l l y  agreed t h a t  a v i o l a t i o n  

of t h i s  covenant ,  as determined by the Secre tary  of the A i r  Force 

of a designee, may be regarded as ~ breach of t h i s  agreement, 

j u s t i f y i n g  t e r m i n a t i o n  t h e r e o f ,  at  no cost  t o  the gover~~m~nt, by 

the Secre ta ry  of  designee. 

6. A l l  p a r t i e s  agree t h a t :  

a. This agrmement becomes e f f @ c t i v e  March I ,  1988. 

b. Th is  agreement may bo te rmina ted  on the 31st day of May of 

any year by any p a r t y  g i v i n g  the o ther  p a r t i e $  at leamt s i× 

months ° w r i t t e n  n o t i c e  of such i n t e n t .  

c. Th is  agreement betwoen SWT, UTSA, T r i n i t y  and AFROTC does 

not change of i n f l u e n c e  the separate agreement now in  e f f e c t  

between SWT, UTSA, and AFROTC. 
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SOUTHWEST TEXAS STATE UNIVERSITY 

President Robert L. Hardesty 

Date: 5 Feb 88 

THE UNIVERSITY OF TEXAS AT 
SAN ANTONIO 

~:W'. Wageñer. P r é s i ~ t  

.~., : / : l~ g 

~~~~%~.~v~~~,,Y 

Edward C. Roy "- -  
Vice President fo 
Ac~emic Affairs 

6 ( 
FOR THE COMMANDANT, AIR FORCE ROTC 

By: 

FOR AIR FORCE ROTC Detachment 840 

BENNIE BLANSETT,JR, Colonel, USAF 
Profe$sor of Aerospace Studies 

FORM APPROVED: 

By: ~ ~ X . - ~  
UT Sy•tem Of f ice  of General Counsel 

D a t e :  

CONTENT APPROVED: 

(¡F_~¿ecutive Vic~ Chancellor fo r  
~Academi c A f f a i r s  

Date: ~ -  z 6"-- ~~/ 

CERTIFICATE OF APPROVAL 

I he~ehy c e r t i f y  tha t  the foregoing AGREEMENT wa~ approved by the Board of 
Regents of~The Uni v e r s i t y  of Texas System on / /¿~ day of ~.~~~~__, l~~~'.  

E×ecutive Secre ta ry / to  the Board 
o4 Regents o~ The Un ive rs i t y  of 
Texas System 
ARTHUR H. DII.[,¥ 
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ii. U. T. Tyler: Agreement of Ccllaboration with the 
University of Hamburg, Federal Republic of Germany.-- 
The Board, upon recommendation of the Academic Affairs 
Committee, approved the Agreement of Collaboration set 
out on Pages 67 - 70 by and between The University of 
Texas at Tyler and the University of Hamburg, Federal 
Republic of Germany. 

This agreement undertakes the development of collabo- 
rative programs of research and study for the mutual 
benefit of faculty and students of both institutions 
in the areas of the humanities, social sciences, physi- 
cal and natural sciences, international relations, 
technology, music and the arts, administrative auxil- 
iary medical professions, science and public health. 

AGREEMENT OF COLLABORATION 
BETWEEN 

THE UNIVERSITY OF HAMBURG, FEDEPAL REPUBLIC OF GERMANY 
AND 

THE UNIVERSITY OF TEXAS AT TYLER, UNITED STATES OF ~~ERICA 

1. 

2. 

3. 

The University of Hamburg and The University of Texas 
at Tyler agree to undertake the development of 
coliaborative programs of researcn and s~udy for the 
mutual benefit of faculty and students of both 
institutions. 

The principal purposes of this collabora~ion ate: 

a) to advance human knowledge and to promote 
scie~tific development in areas selected by mutual 
agreement; 

b) to encourage collegial relationships between 
members of the two universities so as to 
facilitate improved mutual understanding of the 
two institutions and of the regions and societies 
within which eacn of them functions; 

c) to permit and support - when appropriate - 
comparative approaches to and analysis of 
scientific problems; 

d) to create opportunities to strengthen academic 
work within eacn of the universities through 
knowledge of and collaborative involvement with 
academic strength of the otner; 

e) tO allow members of the two universities to 
consider opportunities to work in collaboration 
with respect to scientific and academic programs 
thatmay involve universities and/or scientific 
institutions in other nations; 

f) to facilitate interdisciplinary research and s~udy 
witnin and between the collaborating universitles. 

The primary focus of this agreement is on the exchange 
of faculty and s~udents, with intent to collaborate ~n 
research and study. It shall encompass such excnanges 
and collaborations whenever ~hese ate deemed to be 
appropriate and beneficial by mutual agreement. 
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4. 

5. 

Collaboration under this agreement shall encompass the 
gener~l areas of the humanities, social sciences, 
physical and natural sciences, international relations, 
technology, music and the arts, administrative 
auxiliary medical professions, science, and public 
health. 

a) Itis the inten~ of this agreement that specific 
programs of collaboration De developed within any 
one or more of these general areas, formalized in 
writing and incorporated into the agreement in the 
form of specific appendixes. Each of these 
programs shall contain data about the subject and 
the scientific metnod of collaboration, exchanges, 
time scnedule and financing. 

b) The initial program of collaborative work will be 
proposed immediateiy following the acceptance of 
the agreement Dy both universities. 

The collaboration established in this agreement is 
based on the prlnciple of equal partnersnip, and this 
principle shall govern the sharing of cost and effort 
between the two universities, as follows: 

a) Every effort shall be made to arrange comparable 
reciprocity in programs and exchanges under this 
agreement. 

b) 

c) 

When members of one university travel to ~he other 
in the framework of a program mutually agreed 
upon, the fundamental financial guideline shall be 
that the sendlng institution shall process the 
costs of travel and the costs of maintenance in 
situ. The receiving institution shall assist with 
arranging for suitable lodging. 

Every effort shall be made to avoid the need for 
tne exchange of financial payments between the two 

universities. 

d) If expenditures external to both universities are 
required to support a program or programs, these 
costs should be shared equally between the two 
universities as muchas possible. 

6. Tnis agreement snall encourage membe~s of both 
universities to seek ex~ernai sources of support for 
programs and exchanges which ate part of the agreement 
wnerever this is possible and appropriate. This snall 
De done in accord witn the procedures established 
witnin each unlversity. Solicitation of external 
support may be done separately by members of each 
university for their own participation or for 3oin~ 
efforts, or 3ointly for the benefit of botn 
universities. 
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7. For purpeses of imp!emen~ation and supervision of 
this agreement, a committee shail be created within 
each of the universities. ~ne composition and scope of 
activity of each committee shall be determined 
autonomously by each university to accommodate the 
circumstances particular to itself, sub3ect to the 
followlng guidelines: 

a) The chairman of each committee shall be the 
President of the university. 

b) The two committees of representatives autnorized 
by them shall meet jointly at least once during 
each academic year beginning in 1987, and the 
location of these meetings shall alternate 
annually between the two universities. 

c) Every two years beginning in 1989 the two 
committees sn~ll prepare and distribute a joint 
report of the progress of coiiaborative work under 
this agreement. 

8. 

~) Aaditions and amendments to this agreement, and 
its possible extension beyond the academic years 
198d-gH shall be recommended to eacn of the 
universities by joint action of the two 
committees, such action to be taken either during 
the course of 3oint meetings of by mutual 
agreement in writing. 

This agreement shall taKe effect during the academic 
year 1987-88 and shall be valid for ah initial perlod 
of five years, i.e., tnrougn the academic year 1991-92. 
During thls period ir shall be subject to cance!lation 
by either university on one year's notice. Ir is 
understood that an academic year covers the time from 
September 1 - August 31 respectively. 

Signed in Tyler, Texas on , in two copies, 
each in the English and German ianguages, both texts being 
equally authentic. 

For the 
The University of Texas 

at Tyler, 
Tyler, Texas 

Fo r the 
University of Hamburg 

Dr. George F. Hamm 
Presiden~ 

Dr. Pe%er Fiscner-Appelt 
President 
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APPROVED AS TO FORM: 

John L. Darrouzet, Attorney 
Office of General Counsel 
The University of Texas System 

APPROVED AS TO CONTENT: 

Dr. James P. Duncan 
Executive Vice Chancellor for 

Academic Affairs 
The University of Texas System 

CERTIFICATE OF APPROVAL 

I hereby certify that the foregoing Agreement was 
approved by the Board of Regents of The University of Texas 
System on the day of , 1988, and that 
the person whose signature appears above is authorized to 
execute such agreement on behalf of the Board. 

Executive Secretary to the Board 
of Regents of The University of 
Texas System 
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REPORT AND RECOMMENDATIONS OF THE HEALTH AFFAIRS COMMITTEE 
(Pages 71 - 74).--Committee Chairman Yzaguirre reported 
that the Health Affairs Committee had met in open session to 
consider those items on its agenda and to formulate recom- 
mendations for the U. T. Board of Regents. Unless otherwise 
indicated, the actions set forth in the Minute Orders which 
follow were recommended by the Health Affairs Committee and 
approved in open session and without objection by the U. T. 
Board of Regents: 

1. U. T. Southwestern Medical Center - Dallas: A. John 
Rush, M.D., Appointed Initial Holder of the Betty Jo 
Hay Chair in Mental Health Effective ~mmediately.--Upon 
recommendation of the Health Affairs Committee, the 
Board appointed A. John Rush, M.D., Professor of Psychi- 
atry, as initial holder of the Betty Jo Hay Chair in 
Mental Health at The University of Texas Southwestern 
Medical Center at Dallas effective immediately. 

2. U. T. Southwestern Medical Center - Dallas: Approval to 
Name Room V5.106 in the School of Allied Health Sciences 
Building the L. Ruth Guy Medical Laboratory Sciences 
Library (Regents' Rules and Regulations, Part One, Chap- 
ter VIII, Section i, Subsection 1.2, Naming of Facilities 
Other Than Buildings).--In accordance with the Regents' 
Rules and Re@ulations, Part One, Chapter VIII, Section i, 
Subsection 1.2, relating to the naming of facilities other 
than buildings, approval was given to name Room V5.106 in 
the School of Allied Health Sciences Building at The Uni- 
versity of Texas Southwestern Medical Center at Dallas the 
L. Ruth Guy Medical Laboratory Sciences Library. 

The naming of this room is in recognition of Dr. L. Ruth 
Guy, Professor Emeritus, who served as the first Chairman 
of the Department of Medical Laboratory Sciences at the 
U. T. Southwestern Medical Center - Dallas and donated her 
iibrary of scientific books and journals to that depart- 
ment upon her retirement in 1982. 

3. U. T. Medical Branch - Galveston: Appointment of 
(a) Martín C. Robson, M.D., as Initial Holder of the 
Truman Graves Blocker, Jr., M.D. Distinguished Chair in 
Plastic Surgery and (b) Charles M. Stiernberg, M.D., as 
Initial Holder of the J. F. Seinsheimer, Jr. and Jessie 
Lee Seinsheimer Professorshi~ in Otolaryngology Effective 
Immediately.--The Board appolnted the following individ- 
uals to the indicated endowed academic positions at The 
University of Texas Medical Branch at Galveston effective 
immediately: 

a. Martin C. Robson, M.D., Professor in the Depart- 
ments of Surgery and Microbiology and Chief of 
the Division of Plastic Surgery, as initial 
holder of the Truman Graves Blocker, Jr., M.D. 
Distinguished Chair in Plastic Surgery 

b. Charles M. Stiernberg, M.D., Deputy Chairman 
of the Department of Otolaryngology and Chief 
of the Division of Head and Neck Surgery, as 
initial holder of the J. F. Seinsheimer, Jr. 
and Jessie Lee Seinsheimer Professorship in 
Otolaryngology. 
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4. U. T. Health Science Center - Houston: Approval to 
Appoint (a) Frank M. Yatsu, M.D., as Initial Holder of 
the Roy M. and Phyllis Gough Huffington Chair in Neurol- 
ogy and (b) Herbert L. DuPont, M.D., as Initial Holder of 
the Mary W. Kelse. y Professorsh~_ _p in the Medical Sciences 
Effectlve Immedlately.--Approval was given to appoint the 
following individuals to endowed academic positions at 
The University of Texas Health Science Center at Houston 
effective immediately: 

a. Frank M. Yatsu, M.D., Professor and Chairman 
of the Department of Neurology, as initial 
holder of the Roy M. and Phyllis Gough 
Huffington Chair in Neurology 

See Page 90 

this Chair. 
related to the establishment of 

b. Herbert L. DuPont, M.D., Professor and Interim 
Chairman, Department of Internal Medicine, as 
initial holder of the Mary W. Kelsey Professor- 
ship in the Medical Sciences. 

5. U. T. M.D. Anderson Cancer Center: Authorization to 
Change the Name of (a) The University of Texas System 
Cancer Center to The Universit[ of Texas M.D. Anderson 
Cancer Center, (b) The Universlty of Texas M.D. Anderson 
Hospital and Tumor Institute at Houston to The University 
of Texas M.D. Anderson Hospital and The University of 
Texas M.D. Anderson Tumor Institute, and (c) The Univer- 
sity of Texas Science Park to The University of Texas 
M.D. Anderson Science Park, and (d) to Amend the Re@ents' 
Rules and Regulations, Part One, Chapter VIII, Sectlon 4, 
Subsection 4.(15) (Institutions and Entities Composing 
the System).--Upon recommendation of the Health Affairs 
Committee, the Board changed the name of The University 
of Texas System Cancer Center to The University of Texas 
M.D. Anderson Cancer Center with the short title to be 
U. T. M.D. Anderson Cancer Center with the following des- 
ignations to be used for the component parts of the insti- 
tution with the shortened title as shown in parenthesis: 

The University of Texas M.D. Anderson Hospital 
(U. T. M.D. Anderson Hospital) 

The University of Texas M.D. Anderson Tumor Institute 
(U. T. M.D. Anderson Tumor Institute) 

The University of Texas M.D. Anderson Science Park 
(U. T. M.D. Anderson Science Park). 

Further, it was noted that the Executive Secretary to the 
Board would make the appropriate editorial changes in the 
Regents' Rules and Regulations, Part One, Chapter VIII, 
Section 4, Subsection 4.(15) (Institutions and Entities 
Composing the System). 

The use of "U. T. M.D. Anderson Cancer Center" provides 
consistent identification in both the scientific and lay 
communities, improves marketing and private fund develop- 
ment of the institution and abates confusion which existed 
with the previous designation. 
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6. Report by Executive Vice Chancellor for Health Affairs 
Mullins on (a) Special Committee on Post-Secondary Medi- 
cal, Dental and Allied Health Education and (b) Medicaid 
in Texas.--Committee Chairman Yzaguirre called on Execu- 
tive Vice Chancellor for Health Affairs Mullins to brief 
the Board on the progress of the Special Committee on 
Post-Secondary Medical, Dental and Allied Health Educa- 
tion and the status of Medicaid in Texas. 

Executive Vice Chancellor Mullins reported that the 
Special Committee on Post-Secondary Medical, Dental and 
Allied Health Education, established by HCR 107, 70th Leg- 
islature, met in Housson, Texas, on March 23-25, 1988, and 
heard testimony on the following issues: 

a. State funding for Baylor College of Medicine 

b. Resident teaching bill 

C. Special needs for physicians and long-term 
care facilities 

d. Texas Eminent Scholars Program 

e. Medical liability issues that face this 
State and the faculty related to indi- 
gent patient care. 

Executive Vice Chancellor Mullins stated that the Com- 
mittee toured the Texas Tech University campuses on 
April 6-8, 1988, and heard testimony in Amarillo and 
Lubbock on the following issues: 

a. Research 

b. Family practice and rural health 

C. Applicants to medical schools ani~ where the 
graduates of the institutions are going to 
practice medicine 

d. Cost of medical education in this State 

e. Medical liability as ir impacts on Texas 
Tech. 

These Committee hearings will continue through mid-summer 
anda report for consideration by the Legislature is to 
be written by the first of September. 

At the conclusion of the foregoing presentation and with 
the aid of slides, Executive Vice Chancellor Mullins pre- 
sented a comprehensive overview on the status of Medicaid 
in Texas. He noted that Medicaid is administered by the 
Texas Department of Human Resources and that the State of 
Texas is 48th in terms of funding of Medicaid. 

Dr. Mullins reviewed the following aspects of the Medi- 
caid program: eligibility requirements, budget (federal 
and state funds), distribution of Medicaid dollars (hos- 
pitals, nursing homes, physicians and pharmacists), 
required benefits paid by Medicaid (inpatient and out- 
patient hospital bills, lab and x-ray bills, skilled 
nursing facilities, home health care programs, family 
planning programs, doctors' bills, and regular check-ups 
for minors), and recipients of Medicaid benefits [Aid 
for Families with Dependent Children (AFDC) related cate- 
gories and Supplemental Security Income (SSI) related 
categories]. 
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Dr. Mullins noted that the Select Committee on Medicaid 
and Family Services, which was established by House 
Concurrent Resolution 137 (HCR 137), is to examine and 
evaluate various options available to the State which 
will enhance the potential for expanded health services 
and explore ways to attract the maximum amount of fed- 
eral dollars to fund the cost of those programs. The 
draft recommendations of the Committee include the fol- 
lowing: 

a. 

b. 

C. 

d. 

e. 

The Department of Human Services should imple- 
menta Medicaid expansion to cover pregnant 
women and children up to i00~ of (federal) 
poverty (guidelines). 

f. 

The Department of Human Services should imple- 
ment the Medicaid option to guarantee continu- 
ous eligibility of pregnant women for prenatal 
services, delivery and postnatal care. 

The Department of Human Services should imple- 
ment ten to twelve presumptive eligibility 
pilots distributed geographically across the 
state in urban and rural areas, using MIHIA 
(Maternal and Infant Health Improvement Act) 
and non-MIHIA providers. 

The Department of Human Services should imple- 
menta resources test for pregnant women and 
children based on modified Food Stamps Program 
requirements. 

The Department of Human Services should cover 
children through age three below i00~ of 
poverty and should phase-in coverage for all 
poor children below school age. 

The Department of Human Services should modify 
the services provided to women and children to 
cover maternity clinic services, improved 
family planning services, risk assessment and 
MIHIA-type services such as nutrition counsel- 
ing, patient education, psycho-social counsel- 
ing and case coordination. 
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REPORT AND RECOMMENDATIONS OF THE BUILDINGS AND GROUNDS COM- 
MITTEE (Pages 75 - 80).--Committee Chairman Hay reported 
that the Buildings and Grounds Committee had met in open 
session to consider those items on its agenda and to formu- 
late recommendations for the U. T. Board of Regents. Unless 
otherwise indicated, all actions set forth in the Minute 
Orders which follow were recommended by the Buildings and 
Grounds Committee and approved in open session and without 
objection by the U. T. Board of Regents: 

1. U. T. El Paso - Former Main Library Building - Remodel- 
ing for Department of Geological Sciences (Project 
No. 210-6711: Approval of Preliminary Plans; Approval 
for Submisslon to the Coordinating Board; and Authori- 
zation to Prepare Final Plans.--Following a brief 
overview by President Natalicio, Mr. George DuSang, 
representing the Project Architect, Carroll, DuSang and 
Rand, El Paso, Texas, presented the preliminary plans 
for the remodeling of the former Main Library Building 
at The University of Texas at El Paso to the Buildings 
and Grounds Committee. 

Based upon this presentation and the recommendation of 
the Academic Affairs and Buildings and Grounds Commit- 
tees, the Board: 

a. Approved preliminary plans for the remode!- 
ing of the former Main Library Building for 
the Department of Geological Sciences at 
U. T. El Paso at an estimated total project 
cost of $6,800,000 

b. Autnorized submission of the project to the 
Texas Higher Educatíon Coordinating Board 

C. Authorized the Project Architect to prepare 
final plans and specifications to be pre- 
sented to the U. T. Board of Regents for 
consideration at a future meeting. 

The remodeling of the 87,648 gross square foot former 
library facility will provide for most of the labora- 
tory, office and support facilities of the Department 
of Geological Sciences. The interior of the building 
can be remodeled to provide the laboratory space nec- 
essary for modern equipment, faculty offices, lecture, 
reading and study rooms and archival and equipment 
storage facilities. The proposal includes upgrading 
or expansion to meet the needs of the department and 
repair of the exterior of the building where neces- 
sary. 

Upon relocation of the geological sciences to this 
building, U. T. El Paso's immediate needs for addi- 
tional laboratory space will have been met. Some lab- 
oratory space currently occupied by the Department of 
Geological Sciences can be used by the chemistry and 
physics departments. 

This project is included in the Capital Improvement Pro- 
gram at $4.7 million, with $300,000 appropriated to date. 
The appropriated amount is adequate for completion of 
plans and specifications which are scheduled to be com- 
pleted by October. At that time, U. T. El Paso will 
have sufficient information on which to base recommen- 
dations for financing the additional construction costs 
involved. 
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2. U. T. San Antonio - U. T. Institute of Texan Cultures - 
San Antonio - Renovation of Public Areas, Second Seg- 
ment (Project No. 404-614): Approval of Final Plans 
and Authorization to Advertise for Bids and for Execu- 
tive Committee to Award Contracts.--Upon recommendation 
of the Buildings and Grounds Committee, the Board: 

a. Approved final plans and specifications 
for the second segment of the Renovation 
of Public Areas at The University of 
Texas Institute of Texan Cultures at 
San Antonio at an estimated total proj- 
ect cost of $679,000 

b. Subject to approval by the Coordinating 
Board, authorized the Office of Facilities 
Planning and Construction to advertise for 
bids upon completion of final review 

C. Authorized the Executive Committee to award 
all contracts associated with this project 
within the authorized total project cost. 

This project is within the scope of the Capital Improve- 
ment Program approved by the U. T. Board of Regents 
in October 1985, and has been approved by the Texas 
Higher Education Coordinating Board. 

See item 3 
renovation. 

below related to the third segment of 

3. U. T. San Antonio - U. T. Institute of Texan Cultures - 
San Antonio - Renovation of Public Areas, Third Se~ment 
(Pro~ect No. 404-614): Authorization for Project; Com- 
pletion of Final Plans and Specifications, Advertise- 
ment for Bids and Award of Contracts by U. T. San 
Antonio Administration; and Appropriation Therefor.-- 
The Buildings and Grounds Committee recommended and 
the Board: 

a. Authorized a project for the third segment 
of Renovation of Public Areas at The Uni- 
versity of Texas Institute of Texan Cul- 
tures at San Antonio at an estimated total 
project cost of $787,000 

b. Authorized completion of final plans and/or 
specifications, advertisement for bids and 
award of contracts by The University of 
Texas at San Antonio Administration with 
its own forces or through contract ser- 
vices as required, in consultation with 
the Office of Facilities Planning and 
Construction 

C. Appropriated $787,000 from Permanent Univer- 
sity Fund Bond Proceeds for total project 
funding. 

The third segment of work to be performed will include 
(i) replacement of projection screens and equipment in 
dome atea, (2) complete replacement of building roof, 
(3) carpet replacement in high traffic areas and 
(4) an additional paved drive area to allow large 
delivery and service vehicles to maneuver. 
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It was noted that the items contained in this project 
do not require approval by the Texas Higher Education 
Coordinating Board, since some items are equipment 
replacement and the costs of the others are below the 
minimum requiring Coordinating Board consideration. 

See Page 76 related to the second segment of renova- 
tion of public areas. 

4. U. T. Health Science Center - San Antonio - Research 
Building (Project No. 402-666): Approval of Prelimi- 
nary Plans; Authorization for Submission to the Coor- 
dinatin@ Board; Authorization to Prepare Final Plans; 
and Additional Appropriation Therefor.--Following 
opening remarks by President Howe, Mr. James Foster, 
representing the Project Architect, Marmon Barclay 
Souter Foster Hays, San Antonio, Texas, presented the 
preliminary plans for the Research Building at The 
University of Texas Health Science Center at San 
Antonio to the Buildings and Grounds Committee. 

Based upon this presentation, the Board, upon recom- 
mendation of the Health Affairs and Buildings and 
Grounds Committees: 

a. Approved preliminary plans for the con- 
struction of the Research Building at 
the U. T. Health Science Center - San 
Antonio at ah estimated total project 
cost of $20,000,000 (excluding equip- 
ment) 

b. Authorized submission of the project to 
the Texas Higher Education Coordinating 
Board 

C. Authorized the Project Architect to com- 
plete final plans and specifications to 
be presented to the U. T. Board of Regents 
for consideration at a future meeting 

d. Appropriated $500,000 from Permanent Uni- 
versity Fund Bond Proceeds for fees and 
administrative expenses through completion 
of final plans and specifications. Pre- 
vious appropriations had been $450,000 
from the same source. 

The new Research Building will be a five-level, 
124,250 gross square foot facility providing imaging 
devices, laboratories, offices, classrooms and ani- 
mal holding facilities designed to support a research 
imaging center, a clinical pharmacy and pharmacology 
research program and an eye research center. The 
facility will be constructed near the existing campus 
on a new 25 acre tract to be conveyed to the U. T. 
Health Science Center - San Antonio by the San Antonio 
Medical Foundation. 

This Research Building is part of the package, which 
includes the U. T. Institute of Biotechnology, being 
cooperatively developed with the Texas Research and 
Technology Foundation, San Antonio, Texas. The total 
estimated project costs for the Research Building 
($28.5 million) and the U. T. Institute of Biotech- 
nology ($13.0 mil]ion) ate $41.5 million. These 
costs inciude a $3.0 million endowment for the U. T. 
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Institute of Biotechnology and $8.5 million for scien- 
tific and research equipment in the Research Building. 

The sources of funding for this $41.5 million coopera- 
tive construction program are set forth below: 

Texas Research and Technology 
Foundation (private sources) 

U. T. Permanent University Fund 
Bond Proceeds 

U. T. Austin Pharmacy Foundation 
(private sources) 

Federal Grants 

$26.0M 

I0.0M 

1.0M 
4.5M 

TOTAL $41.5M 

Secretary's Note: The formal closing to execute the 
several documents finalizing this cooperative effort 
took place on April 22, 1988. These documents are on 
file in the Office of the Board of Regents. 

5. U. T. Austin - Balcones Research Center - Microelectronics 
and Engineering Research Building (Project No. 102-660): 
Report on Planning Pro@ress.--A~ the February 1988 U. T. 
Board of Regents' meeting, the preliminary plans for the 
construction of the Microelectronics and Engineering 
Research Building at the Balcones Research Center of The 
University of Texas at Austin were approved and the Proj- 
ect Architect, Graeber, Simmons & Cowan, Austin, Texas, 
was authorized to prepare final plans and specifications 
for presentation to the Board at a future meeting. 

In order to keep the Board fully advised regarding the 
planning and design efforts to maintain the Microelec- 
tronics and Engineering Research Building asa state- 
of-the-art facility, the Board instructed President 
Cunningham to provide it with a planning progress report 
at the April meeting. 

In accordance with that directive, Committee Chairman 
Hay called on President Cunningham to give the Board a 
status report on the design work. 

President Cunningham introduced Dr. Herbert Woodson, 
Acting Dean of the College of Engineering, Dr. Al Tasch 
and Dr. Ben Streetman and noted that these individuals 
were very instrumental in the design plans for this 
building. A summary of their report is set forth below. 

Dr. Tasch commented on the progress in the planning and 
design of the new Microelectronics and Engineering 
Research Building. He pointed out that the latest plans 
had been extensively reviewed twice since the last meet- 
ing of the Board of Regents in San Antonio on February II. 
Continued attention was given to ensuring that the new 
building cleanroom would be based on state-of-the-art 
technology. Dr. Tasch also mentioned that The Univer- 
sity of Texas at Austin was one of four universities to 
receive a grant from the Semiconductor Research Corpo- 
ration for enhancing the curriculum in Manufacturing 
Engineering. The grant is $50,000 the first year 
and $i00,000 in each of the two succeeding years. 
Finally, Dr. Tasch said that U. T. Austin had submitted 
a proposal for a SEMATECH Center of Excellence which 
would have annual funding for five years in the range 
of $300,000 to $i,000,000. He speculated that the 
chances of winning this Center were good. 
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Dr. Streetman commented that a proposal for a Science 
and Technology Research Center has been submitted to 
the National Science Foundation, based upon the expected 
availability of this new research building. The National 
Science Foundation proposal is for $22 million over five 
years, for the synthesis and analysis of Electronic Mate- 
rials. 

Dr. Tasch and Dr. Streetman emphasized that the working 
relationships between those responsible for the SEMATECH 
facility and for the Microelectronics and Engineering 
Research Building were excellent and that the coopera- 
tion would result in technically superior facilities for 
both construction projects. 

Secretary's Note: Subsequent to the meeting and on fur- 
ther inquiry from Regent Moncrief regarding the planning 
process for the Microelec~ronics and Engineering Research 
Building, the memorandum set forth below, which was 
dated April 25, 1988, was directed to President Cunningham 
anda copy provided to Regent Moncrief. Itis included 
here to complement and supplement the report given at the 
meeting. 

TO: President William H. Cunningham 

SUBJECT: Letter of April 18 from W.A. "Tex" Moncrief, Ir., to Da'. Cunningham 

This memorandum is in response to the question raised by Regent Moncrief in bis letter 
to you (copy enclosed) regarding the wisdom of delaying the construction of the new 
Microelectronics and Engineering Research Building in order to capitalize more completely on the 
SEMATECH experience. My respense is lengthy but this important question has been raised 
severa/times, and I want to address the issue as completely as possible. 

Regent Moncrief has bmught to our attention the 18 April article in The Dalias Mq, ming 
News (copy enclosed) in which SEMATECH company executive Jira Peterman was quoted as 
saying that the original plan was to build a 30,000-square-foot clean room that "would not be 
state-of-the-art." The Dallas Moming N¢ws article is notas complete as the Austin 
American-Statesman article of 17 April (copy enclosed). The Austin American-Statesman article 
further points out that SEMATECH changed its strategy and plans regarding the construction of the 
first cleanroom facility anda second, larger cleanroom. The initial SEMATECH plan (which was 
also specified in SEMATECH's site selection requirernents in 1987) was to move as quickly as 
possible into ah interim cleanroom facility in order to begin building semiconductor chips by the 
end of 1988. This interina f~il i ty was to be 30,0(K)-square-feet and be capable of mínimum 
geometries down to 0.7-0.8 microns. The second, larger, and much more permanent cleanroom 
facility would be compl¢ted and ready for move-in at the end of 1989. It would have to be capable 
of chip manufacturing at dimensions of 0.5 micron and smaller. 

The revised SH54ATECH strategy now calls for the first cleanroom (under constzuction 
now) to be a more permanent, larger facility, and to delay building the second, larger facilitv by 
two-three years. Asa  result, the fu'st cleanroom facility must be capable of chip manufactuí-ing 
down to 0.5 micron dimensions since it will be used for a longer period of time. Because of the 
larger size of the cleanroom and the need for it to handle much more 0.5 micron chip 
manufacturing, there were sorr~ differing opinions among the architects, engineers, and 
SEMATECH p¢rsormel as to the ability of the initially plannefl structure to have sufficient vibration 
isolation margins for chip manufacturmg at 0.5 micron dimensions. This main issue and other 
secondary issues associated with the logistical support of a substantially larger cleanroom facfliry 
(42,000 - 58,000-square-feet versus initially 30,000-square-feet) resulted in additional steps bemg 
ta.ken m construction in order to ensure that this clearu'oom facility would be based on proven 
state-of-the-art technology. 

The rnajor steps taken primarily focused on the guaranteed achievement of exceIIent 
vibration isolation, the most critical requirement for submicron chip fabrication. There were other 
steps also taken which relate to the larger size of the clemm:~m, volume manufacturing, and more 
extensive fabrication activity. The key vibmdon isolation construction details were the use of a 
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slab-on-grade foundation floor (this was actuaUy in the original SEMATECH 30,000-square-foot 
plan) and the "floating" or suspending of air-handling equipment abov¢ the cleanroom in order to 
avoid any risk of transmission of harmful vibrations from this equipment down to the cleanroom 
slab. It is important to understand that these same features and aporoaches exist in the new 
Microelectronics and Engineering Research (MER) Building plans. Moreover, they were planned 
from the very beginning of the MER Building proj¢ct, not recenfly added. 

I have spoken at length with David Graeber, the chief architect for both the SEMATECH 
and the MER Building, Charles Linn of Anthony, DeBartolo, and Pan (subcontracted 
architect/engineering firm for the MER Building), and with Frank Huback, the vibration engineer 
consultant also for both the SElVIATECH and the MER Buildings. Frank Huback emphasized that 
the MER Building is "every bit as state-of-the-art az the SEMATECH cleanroom facility." In fact, 
the University MER Building cleanroom will be used to fabricate devices with substantially smaller 
dimensions. Mr. Huback also said that the MER Buiiding cleanroom "will support all known 
lithographic technologies" used for def'ming submicron dimensions. He went further to say that ir 
we desire to incorporare more advanced technological approaches for going beyond the 
state-of-the-art, the University would have to embark on a research program to design, build, and 
evaluate new construction approaches. Then after any new approacbes were developed and 
verified to improve the state-of-the-art, the'se new approaches could be, implemented in a 
cleanroorrk This exercise would involve several years and considerable expense to the Universiw. 
Mr. Huback suggested that it would be more appropfiate for a large company such as SEMATECH 
to undertake such a major endeavor. 

From the above discussion and inputs from experts such as Frank Huback, there is no 
doubt in my mind (or their mind) that our planned MER Building is state-of-the-art. There will be 
differences compared to the SEMATECH cleanroom facility such as liquid chemical distribution 
systems, automadon, etc. Howev¢r, these are diíferences required by virtue of the fact that 
SEMATECH is focusing on large volume, low cost chip manufacturing whereas the MER 
Building cleanroom activity will focus on longer range, fundamental materials, process, and device 
research. Regent Moncriefs concern is very worthy of attenaon. Certainly, none of the users 
wants to move into a new facility which wilI not be world-class. And for this reason those of us 
working with the architects, engineers, consultants, and University of Texas system have reviewed 
many times the plans to ensure that we have a long lasting world-class University research center. 

I hope that the details in this memorandum will shed more light on the issue raised by 
Regent Moncrief and allay the concerns that hav¢ be'en expressed, ff I can be of further assistance 
do not hesitate to call upon me. 

REPORT AND RECOMMENDATIONS OF THE LAND AND INVESTMENT COMMITTEE 
(Pages 80 - 214).--Committee Chairman Ratliff reported that the 
Land and Investment Committee had met in open session to con- 
sider those matters on its agenda and to formulate recommenda- 
tions for the U. T. Board of Regents. Unless otherwise 
indicated, all actions set forth in the Minute Orders which 
follow were recommended by the Land and Investment Committee 
and approved in open session and without objection by the U. T. 
Board of Regents. 

The execution of documents authorized in this report will 
be in accordance with the Regents' Rules and Regulations, 
Part Two, Chapter IX, Section 1.3 as set forth below: 

1.3 Authority to Execute Instruments Relating to 
Land and Mineral Interests.--The Chairman of 
the Board, the Vice-Chairmen, the Chancellor, 
of his or her delegate, and the Executive Vice 
Chancellor for Asset Management are each autho- 
rized to execute conveyances, deeds, surface 
and/or mineral leases, easements, rights-of- 
way, oil and gas division orders, and transfer 
orders, geophysical and material source per- 
mits, water contracts, pooling and unitization 
agreements, and any other instruments as may 
be necessary of appropriate from time to time, 
relating to the handling, management, control, 
and disposition of any real estate of mineral 
interest held of controlled by the Board asa 
part of the PUF of asa part of any trust of 
special fund. 
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I. PERMANENT UNIVERSITY FUND 

Investment Matters 

Report on Clearance of Monies to the Permanent University Fund for January and February 1988 and Report on Oil and 
Gas Development as of February 29, 1988.--The following reports with respect to (a) certain monjes cleared to the 
Permanent University Fund for January and February 1988, and (b) Oil and Gas Development as of February 29, 1988, 
were submitted by the Executive Vice Chancellor for Asset Management: 

Permanent University Fund 
Royalty 

Oil 
Gas 
Sulphur 
Water 
Brine 
Trace Minerals 

Rental 
Oil and Gas Leases 
Other 

Sale of Sand, Gravel, Etc. 

Total University Lands Receipts 
Before Bonuses 

Bonuses 
Oil and Gas Lease Sales 
Amendments and Extensions to 

Mineral Leases 

Total University Lands Receipts 

Gain of (Loss) on Sale of Securities 

TOTAL CLEARANCES 

January 1988 

$4,686,362.16 
1,723,241.19 

i0,000.00 
30,849.04 
4,118.90 

0.00 

(1,955.03) 
0.00 

738.00 

6,453,354.26 

0.00 

0.00 

6,453,354.26 

(1,424,165.15) 

$5,029,189. ii 

February 1988 

$ 4,112,276.87 
2,317,069.27 

15,000.00 
22,567.35 
5,067.94 

0.00 

1,320.45 
500.00 

0.00 

6,473,801.88 

2,042,345.34 

0.00 

8,516,147.22 

7,045,483.13 

$15,561,630.35 

Cumulative 
Through February 
of this Fiscal 

Year (1987-1988) 

$28,556,683.04 
11,917,982.70 

65,091.65 
292,782.01 
26,412.91 

0.00 

359,864.00 
1,000.00 
3,525.30 

41,223,341.61 

3,567,241.98 

0.00 

44,790,583.59 

36,715,627.65 

$81,506,211.24 

Cumulative 
Through February 

of Preceding 
Fiscal Year 
(1986-1987) 

$ 22,796,800.59 
11,063,991.28 

60,000.00 
270,918.63 
16,793.78 

0.00 

395,387.00 
5,012.28 

400.00 

34,609,303.56 

3,007,941.58 

(6,293.56) 
37,610,951.58 

112,129,840.36 

$149,740,791.94 

Oil and Gas Development - February 29, 1988 
Acreage Under Lease - 700,023 Number of Producing Acres - 551,598 Number of Producing Leases - 2,401 

! 
! 
| 
| 

Per Cent 
Change I 

25.27% 

7.72% I 8.49% 8.07% 
57i28% I 

-8.98% 
-8°i°5% I 

19.11% I 

18.59% i 

19.09% I 
-67.26% 
-45.57% I 

! 

! 
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II. COMMON TRUST FUND 

U. T. System: Approval to Amend Articles III, IV and VI 
of The Charter of The University of Texas System Common 
Trust Fund.--Upon recon~endation of the Land and Invest- 
ment Committee, the Board approved the following changes, 
effective as of the fiscal year beginning Septem- 
ber i, 1987, in Articles III, IV and VI of The Charter 
of The University of Texas System Common Trust Fund: 

2. f. 

ARTICLE III 

Asset Valuation 

Cash and temporary investments with less 
than ayear to maturity shall be valued 
at their book value on the general ledger. 

3. 

ARTICLE IV 

Admissions and Withdrawals 

Any withdrawals from the Fund require prior 
approval of the Board of Regents except with- 
drawals from the Amortization Account or the 
Income Reserve Account established in Article VI 
and withdrawals necessary to correct recording 
errors. Additions and withdrawals from these 
reserve accounts and to correct errors shall 
take place at the close of business on the last 
business day of the quarter. Al1 other with- 
drawals shall be valued at the market value of 
the assigned units on the quarterly evaluation 
date following the approval by the Board of 
Regents. Withdrawals shall be paid in cash as 
soon as practicable after such valuation. 

4. 

ARTICLE VI 

Fund Accounting 

Any net cash income fora quarter which exceeds 
the distribution amount for the quarter shall 
be retained in the Income Reserve Account of 
the Fund. 

These revisions to the Charter will improve the fairness 
of the pricing of units of the Common Trust Fund and 
establish the standard endowment fund practice of account- 
ing for income reserve funds. 
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III. TRUST AND SPECIAL FUNDS 

Gifts, Bequests and Estates 

1. U. T. Arlington: Establishment of the Automation 
and Robotics Research Institute Endowment and the 
Automation and Robotics Research Institute Chair.-- 
The Land and Investment Committee recommended and 
the Board established (a) the Automation and 
Robotics Research Institute Endowment and (b) the 
Automation and Robotics Research Institute Chair 
with $i,000,000 each at The University of Texas 
at Arlington with previously approved gifts and 
pledges from the Fort Worth Chamber Foundation, 
Inc., Fort Worth, Texas. 

Gifts in the amount of $I,000,000 have already been 
received to fully fund the Automation and Robotics 
Research Institute Endowment. Additional gifts and 
pledges, yet to be received but expected to total 
$I,000,000 by December i, 1990, will fund the Auto- 
mation and Robotics Research Institute Chair. A 
proposal for naming this Chair will be submitted 
at a future date. 

2. U. T. Arlington: Acceptance of Gifts from Various 
Donors and Establishment of the Roger C. Dycus -- 
Memorial Scholarship in Support of Student Publica- 
tions.--Upon recommendation of the Land and Invest- 
ment Committee, the Board accepted $I0,000 in gifts 
from various donors and established the Roger C. 
Dycus Memorial Scholarship in support of Student 
Publications at The University of Texas at 
Arlington. 

Income earned from the endowment will be used to 
reward and retain talented newspaper students at 
U. T. Arlington. The Roger C. Dycus Memorial Schol- 
arship will consist of one of two awards in the 
amount of $300 to $750 to be granted on the basis 
of the recipient's value to the Student Publica- 
tions newspaper, The Shorthorn, and the journalism 
profession. The scholarship will be administered 
by a committee of professional journalists who 
worked on the newspaper as students. 

3. U. T. Austin: R. H. Bing Fellowships in Mathemat- 
ics and The Malcolm and Minda Brachman Fellowship 
in Mathematics in Honor of R. H. Bing in the Col- 
lege of Natural Sciences - Approval to Designate 
Previously Approved Matching Funds Under The 
Regents' Endowed Teachers and Scholars Program for 
Addition Thereto and to Reduce Previously Accepted 
Pledge by Mr. James M. Vaughn, Jr. Vaughn Founda- 
tion Fund, Houston, Texas, and Matching Funds Under 
The Regents' Endowed Teachers and Scholars Program 
(No Publicity).--Approval was given to designate 
$50,000 in previously approved matching funds from 
The Regents' Endowed Teachers and Scholars Program 
for serial addition to five R. H. Bing Fellowships 
in Mathematics and The Malcolm and Minda Brachman 
Fellowship in Mathematics in Honor of R. H. Bing 
in the College of Natural Sciences at The Univer- 
sity of Texas at Austin. 
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Further, a $50,000 pledge, payable by August 31, 1989, 
by Mr. James M. Vaughn, Jr. Vaughn Foundation Fund, 
Houston, Texas, for addition to the six Fellowships was 
reduced to $25,000 and previously approved matching 
funds of $25,000 from The Regents' Endowed Teachers and 
Scholars Program will be returned to that Program. 

With approval of these actions, all six endowments will 
now be funded at $i00,000 each. 

It was requested that no publicity be given to this 
matter. 

4. U. T. Austin: Acceptance of Bequest and Trust Distribu- 
tion from the Estates of Harold C. and Mary D. Bold, 
Austin, Texas; Establishment of the Harold C. and 
Mary D. Bold Regents Professorship of Cr~rptogamic Botany 
(Phycology) in the College of Natural Sclences and Eli- 
9ibility for Matching Funds Under The Regents' Endowed 
Teachers and Scholars Program and Establishment of the 
Mary D. Bold Regents Professorship of Music in the Col- 
lege of Fine Arts.--The Board, upon recommendation of 
the Land and Investment Committee, accepted a $50,000 
bequest anda $50,000 trust distribution fora total 
of $i00,000 from the Est tes of Harold C. and Mary D. 
Bold, Austin, Texas, and established the Harold C. and 
Mary D. Bold Regents Professorship of Cryptogamic Botany 
(Phycology) in the Department of Botany, College of 
Natural Sciences, at The University of Texas at Austin. 

Further, $i00,000 of the bequest and trust distribution 
will be matched under The Regents' Endowed Teachers and 
Scholars Program and will be used to establish the 
Mary D. Bold Regents Professorship of Music in the 
Department of Music, College of Fine Arts, at U. T. 
Austin. 

A final report and recommendation regarding a possible 
residual estate distribution for establishment of a 
scholarship fund in music will be submitted when infor- 
mation becomes available. 

5. U. T. Austin: Establishment of the Class of 1962 Schol- 
arship in the School of Law.--At the request of the Law 
School Foundation (an external foundation), the Class 
of 1962 Scholarship was established in the School of Law 
at The University of Texas at Austin in accordance with 
the Regents' Rules and Regulations. The funding for 
this Scholarship ($i0,000) will be retained by the Law 
School Foundation and will be administered per the 
agreement between the Foundation and the U. T. Board of 
Regents. 

Income earned from the endowment will be awarded at the 
discretion of the Dean of the School of Law of bis desig- 
nated representative. 

6. U. T. Austin: Acceptance of Gifts from the Henry J. 
Kaiser Famiiy Foundation, Menlo Park, Ca!ifornia, and 
Various Donors and Establishment of the Wilbur J. Cohen 
Professorship in Health and Social Policy in the 
Lyndon B. Johnson School of Public Affairs and Eligi- 
bility for Matching Funds Under The Regents' Endowed 
Teachers and Scholars Program.--The Land and Investment 
Committee recommended and the Board accepted a $i00,000 
gift from the Henry J. Kaiser Family Foundation, Menlo 
Park, California, and gifts of $57,166 from various 
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donors for a total of $157,166 and established the 
Wilbur J. Cohen Professorship in Health and Social 
Policy in the Lyndon B. Johnson School of Public 
Affairs at The University of Texas at Austin. 

Further, $78,583 of the gifts will be eligible for 
matching under The Regents' Endowed Teachers and Schol- 
ars Program and will be used to increase the endowment 
to a total of $235,749. 

7. U. T. Austin: Raymond V. and Lucy Cruce Endowed Schol- 
arship in En~ineering in the College of Engineering - 
Approval to ~~end Use of Income.--Approval was given to 
amend the use of income from the Raymond V. and Lucy 
Cruce Endowed Scholarship in Engineering in the College 
of Engineering at The University of Texas at Austin to 
include awards to both deserving undergraduate and gradu- 
ate students in the College of Engineering. 

This amendment serves to fulfill the donor's original 
intention in allowing the College of Engineering to main- 
tain maximum flexibility in awarding the scholarships. 

8. U. T. Austin: Acceptance of Gift from Mr. and Mrs. Pat E. 
Clark, Houston, Texas, and Establishment of the Dean's 
Scholar Susan Clark Leadership Award Fund in the College 
of Natural Sciences.--Upon recommendation of the Land 
and Investment Committee, the Board accepted a $i0,000 
gift from Mr. and Mrs. Pat E. Clark, Houston, Texas, and 
established the Dean's Scholar Susan Clark Leadership 
Award Fund in the College of Natural Sciences at The 
University of Texas at Austin. 

Income earned from the endowment will be used as an award 
for excellence in scholarship and leadership. 

9. U. T. Austin: Acceptance of Gift of Securities and Cash 
from the Dyche Foundation, Houston, Texas, and Estab- 
lishment of the Back Sandra Dyche Endowed Presidential 
Scholarship and the W. E. Dyche Endowed Presidential 
Scholarship in the School of Law and Eligibility for 
Matching Funds Under The Regents' Endowed Student Fel- 
lowship and Scholarshin Program.--The Board accepted a 
gift of various securities valued at $30,597.98 and 
$21,527.61 in cash for a total of $52,125.59 from the 
Dyche Foundation, Houston, Texas, and established the 
Back Sandra Dyche Endowed Presidential ScholarshJp with 
$26,062.79 and the W. E. Dyche Endowed Presidential 
Scholarship with $26,062.80 in the School of Law at The 
University of Texas at Austin. 

Income earned from the Back Sandra Dyche Endowed Presi- 
dentiai Scholarship will be used to award scholarships 
to qualified law students with preference given to those 
of Korean descent of at the discretion of the Dean of 
the School of Law. Income earned from the W. E. Dyche 
Endowed Presidential Scholarship will be used to award 
scholarships to law students at the discretion of the 
Dean. 

Further, $26,062.79 in matching funds will be allocated 
under The Regents' Endowed Student Fellowship and Schol- 
arship Program and will be used to increase the two 
endowments, respectively, with $13,031.39 and $13,031.40 
of the funds. 
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I0. U. T. Austin: Richard J. Gonzalez Regents Chair in 
Economic Progress Based on Freedom and Private Enter- 
prise in the College of Liberal Arts - Approval to 
Transfer Previously Designated Matching Funds Under 
The Regents' Endowed Teachers and Scholars Program to 
the Clint W. Murchison, Sr. Chair of Free Enterprise 
in the Colle@e of Engineering.--In accordance wlth the 
donor's request, approval was granted to transfer 
$644,812.16 in previously designated matching funds 
from The Regents' Endowed Teachers and Scholars Program 
in the Richard J. Gonzalez Regents Chair in Economic 
Progress Based on Freedom and Private Enterprise in the 
College of Liberal Arts to the Clint W. Murchison, St. 
Chair of Free Enterprise in the College of Engineering 
at The University of Texas at Austin. 

ii. U. T. Austin: Acceptance of Gifts and Pledges from 
Various Donors and Establishment of the Lorrin Kennamer 
Endowed Presidential Scholarship for Future Teachers in 
the College of Education and Eli@ibility for Matching 
Funds Under The Regents' Endowed student Fellowship and 
Scholarship Program.--The Land and Investment Committee 
recommended and the Board accepted $20,040 in gifts and 
$4,960 in pledges from various donors for a total 
of $25,000 and established the Lorrin Kennamer Endowed 
Presidential Scholarship for Future Teachers in the Col- 
lege of Education at The University of Texas at Austin. 

Income earned from the endowment will be used to award 
scholarships to deserving undergraduate and graduate 
students in the College of Education. 

Further, $12,500 in matching funds will be allocated 
under The Regents' Endowed Student Fellowship and Schol- 
arship Programas gifts and pledges are received and 
will be used to increase the endowment fora total 
of $37,500. 

12. U. T. Austin: Ronald D. Krist Endowment Fund in the 
School of Law - Acceptance of Additional Gift from 
Mr. Ronald D. Krist, Houston, Texas, and Eligibilit Z 
for Matching Funds Under The Regents' Endowed Student 
Fellowship and Scholarship Program.--The Board, upon 
recommendation of the Land and Investment Committee, 
accepted a $15,000 gift from Mr. Ronald D. Krist, 
Houston, Texas, anda $7,500 transfer of previously 
reported gifts fr0m current restricted funds for addi- 
tion to the Ronald D. Krist Endowment Fund in the 
School of Law at The University of Texas at Austin. 

Further, $7,500 in matching funds will be allocated 
under The Regents' Endowed Student Fellowship and Schol- 
arship Program and will be used to increase the endow- 
ment to a total of $55,000. 

13. U. T. Austin: Audre and Bernard Rapoport Regents Chair 
of Liberal Arts in the College of Liberal Arts - Accep- 
tance of Transfer of Funds and Eligibility for Matching 
Funds Under The Re@ents' Endowed Teachers and Scholars 
Program (No Publicity).--Upon recommendation of the Land 
and Investment Committee, the Board accepted a $43,923.18 
transfer of previously reported gifts from current 
restricted funds for addition to the Audre and Bernard 
Rapoport Regents Chair of Liberal Arts in the College of 
Liberal Arts at The University of Texas at Austin. 
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Further, the $43,923.18 transfer will be eligib!e for 
matching under The Regents' Endowed Teachers and Schol- 
ars Program and funds will be used to increase the 
endowment for a total of $601,618. 

It was requested that no publicity be given to this 
matter. 

14. U. T. Austin: Richardson Savings & Loan Association/ 
Clifton W. Cassidv III Centennial Professorship in 
Savings and Loans in the College of Business Administra- 
tion and the Graduate School of Business - Approval to 
Redesi~nate as the Richardson Savings and Loan Associa- 
tion Centennial Professorship in Finance.--Approval was 
given to redesignate the Richardson Savings & Loan Asso- 
ciation/Clifton W. Cassidy III Centennial Professorship 
in Savings and Loans in the College of Business Adminis- 
tration and the Graduate School of Business as the 
Richardson Savings and Loan Association Centennial Pro- 
fessorship in Finance at The University of Texas at 
Austin. 

This redesignation was made in accordance with the 
donor's request. 

15. U. T. Austin: Acceptance of Gifh and Pledge from 
Mrs. Ina Riggs Brundrett, Tyler, Texas, and Corporate 
Matching Funds from Exxon Educational Foundation, Florham 
Park, New Jersey, and Estab!isb~~.ent of the I. F. Ri~gs 
Memorial Endowed Presidential Scholarship in Educatlon 
in the College of Education and Eiigibility for Matching 
Funds Under The Regents' Endowed Student Fellowship and 
Scholarship Program.--The Board accepted a $2,500 gift 
and $12,500 pledge, payable by December 31, 1988, from 
Mrs. Ina Riggs Brundrett, Tyler, Texas, and $I0,000 in 
corporate matching funds from the Exxon Educational 
Foundation, Florham Park, New Jersey, for a total 
of $25,000 and established the I. F. Riggs Memorial 
Endowed Presidential Scholarship in Education in the 
College of Education at The University of Texas at 
Austin. 

Income earned from the endowment will be used to award 
scholarships to deserving undergraduate and graduate 
students in the College of Education. 

Further, $12,500 in matching funds will be allocated 
under The Regents' Endowed Student Fellowship and Schol- 
arship Programas gifts and pledges ate received and 
will be used to increase the endowment fora total 
of $37,500. 

16. U. T. Austin: Establishment of the Z. T. Scott Family 
Chair in Drama and the Z. T. Scott Family Endowment for 
the Performing Arts in the College of Fine Arts.--The 
Land and Investment Committee recommended and the Board 
established the Z. T. Scott Family Chair in Drama in 
the College of Fine Arts at The University of Texas at 
Austin with proceeds of $500,500 from the sale of the 
Scott House - Sweetbrush. 

Further, interest earned on designated fund account 
balances in the amount of $500,500 will be used to match 
the proceeds and to establish the Z. T. Scott Family 
Endowment for the Performing Arts in the College of Fine 
Arts to support the professional performing art series 
offered by U. T. Austin. 
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17. U. T. Austin: Jean Andrews Smith Centennial Visiting 
Professorship in Human Nutrition and the Jean Andrews 
Smith Centennial Visitin@ Professorship in Tropical 
and Economic Botany in the Colle@e of Natural Sciences 
Approval to Redesignate as the Jean Andrews Centennia] 
Visitin@ Professorship in Human Nutrition and the Jean 
Andrews Centennial Visiting Professorship in Tropica] 
and Economic Botany.--The Board, upon recommendation of 
the Land and Investment Committee, redesignated the Jean 
Andrews Smith Centennial Visiting Professorship in Human 
Nutrition and the Jean Andrews Smith Centennial Visiting 
Professorship in Tropical and Economic Botany in the 
College of Natural Sciences at The University of Texas 
at Austin as the Jean Andrews Centennial Visiting Profes- 
sorship in Human Nutrition and the Jean Andrews Centen- 
nial Visiting Professorship in Tropical and Economic 
Botany in accordance with the donor's request. 

18. U. T. Austin: Acceptance of Gift and Pledge from aD 
Anonymous Donor and Establishment of the Structura] 
Geology and Tectonics Fund in the College of Natura] 
Sciences.--Upon recommendation of the Land and Invest- 
ment Committee, the Board accepted a $20,000 gift and 
an $80,000 pledge, payable in four annual insta!iments, 
from an anonymous donor for a total of $i00,000 and 
established the Structural Geology and Tectonics Fund 
in the Department of Geological Sciences, College of 
Natural Sciences, at The University of Texas at Austin. 

Income earned from the endowment will be used primarily 
to assist students being trained in structural geology 
and tectonics and for unrestricted use by faculty and 
students whose research and teaching activities are in 
this area. 

19. U. T. Austin: Establishment of the Thompson & Knight 
Harold F. Kleinman Scholarship in the School of Law.--At 
the request of the Law School Foundation (an external 
foundation), the Board established the Thompson & Knight 
Harold F. Kleinman Scholarship in the School of Law at 
The University of Texas at Austin in accordance with the 
Regents' Rules and Regulations. The funding for this 
Scholarship ($i0,000) wili be retained by the Law School 
Foundation and will be administered per the agreement 
between the Foundation and the U. T. Board of Regents. 

Income earned from the endowment will be awarded to a 
student on the basis of need ora demonstrated serious- 
ness toward the study of law. 

20. U. T. Austin: Acceptance of Gift and Pledges from Times 
Mirror Foundation, Los Angeles, California, and KTBC - TV, 
Austin, Texas, Owned by Times Mirror Broadcasting, Los 
Angeles, California, and Establishment of the Times 
Mirror Minority Scholarship Fund in the College of Com- 
munication and Eligibility for Matching Funds Under The 
Regents' Endowed Student Fell0-wship and Scholarship Pro- 
gram.--The Board accepted a $25,000 gift and $45,000 
pledge, payable by August 31, 1991, from the Times Mirror 
Foundation, Los Angeles, California, anda $30,000 pledge 
from KTBC - TV, Austin, Texas, owned by Times Mirror 
Broadcasting, Los Angeles, California, payable by 
August 31, 1991, fora total of $i00,000 and established 
the Times Mirror Minority Scholarship Fund in the College 
of Communication at The University of Texas at Austin. 
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Income earned from the endowment will be used to award 
scholarships to deserving minority students in the Col- 
lege of Communication. 

Further, $50,000 in matching funds will be allocated 
under The Regents' Endowed Student Fellowship and Schol- 
arship Program and will be used to increase the endow- 
ment for a total of $150,000. 

21. U. T. Austin: Establishment of the John S. Watson/ 
Charles T. Newton, Jr. Scholarship in the School of 
Law.--The Board, at ~~̂ ~,~~ request of the Law School Foun- 
dation (an external foundation), established the John S. 
Watson/Charles T. Newton, Jr. Scholarship in the School 
of Law at The University of Texas at Austin in accor- 
dance with the Regents' Rules and Regulations. The 
funding for this Scholarship ($15,200) will be retained 
by the Law School Foundation and will be administered 
per the agreement between the Foundation and the U. T. 
Board of Regents. 

Income earned from the endowment will be awarded to a 
third year law student in financial need who has 
accepted a position asa state of federal judicial 
clerk following graduation. 

22. U. T. El Paso: Acceptance of Gifts from Various Donors 
and Establishment of the International Mining Days 
Scholarship Fund.--The Land and Investment Committee 
recommended and the Board accepted $i0,000 in gifts from 
various donors and established the International Mining 
Days Scholarship Fund at The University of Texas at 
El Paso. 

Income earned from the endowment will be used to award 
scholarships in accordance with the Endowed Presidential 
Scholarship guidelines. 

23. U. T. El Paso: Acceptance of Gifts from Various Donors 
and Establishment of the Dr. W. Turrentine Jackson His- 
tory Fund.--The Board, upon recommendation of the Land 
and Investment Committee, accepted $i0,000 in gifts from 
various donors and established the Dr. W. Turrentine 
Jackson History Fund at The University of Texas at El 
Paso. 

Income earned from the endowment will be used by the Dean 
of the Graduate School in cooperation with the Chairman 
of the History Department to select worthy and deserving 
graduate students for scholarships. 

24. U. T. Medical Branch - Galveston: The John Sealy Memo- 
rial Endowment Fund for Biomedical Research - Acceptance 
of Additional Gift from The Sealy & Smith Foundation for 
the John Sealy Hospital, Galveston, Texas.--Upon recom- 
mendation of the Land and Investment Committee, the Board 
accepted a $5,000,000 gift from The Sealy & Smith Foun- 
dation for the John Sealy Hospital, Galveston, Texas, 
anda $5,000,000 transfer of institutional funds fora 
total of $I0,000,000 for addition to The John Sealy 
Memorial Endowment Fund for Biomedical Research at The 
University of Texas Medical Branch at Galveston, bring- 
ing the endowment to a total of $20,000,000. 

This transfer of U. T. Medical Branch - Galveston insti- 
tutional funds is authorized by a Rider in the current 
Appropriations Bill. 
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Distributions from the Fund, as outlined in the previ- 
ously established Endowment Agreement, will be used to 
support biomedical research, defined as "all investiga- 
tive endeavors into the biological and physical systems 
that relate to the understanding, prevention and treat- 
ment of human diseases and trauma." 

On behalf of the Board, Committee Chairman Ratliff 
expressed appreciation and special praise to The Sealy & 
Smith Foundation for its most generous and continuous 
support of medical research and the U. T. Medical 
Branch - Galveston and noted that the Foundation's part- 
nership with the U. T. System and the people of Texas 
has hada major impact on the practice of medicine in 
the State of Texas. 

25. U. T. Health Science Center - Houston: Approval to 
Apply Funds from Sale of Previously Reported Gift of 
Securities from Mr. and Mrs. Roy M. Huffington, Houston, 
Texas, and to Establish the Roy M. and Phyllis Gough 
Huffington Chair in Neurolog[ and the Roy M. and 
Phyllis Gough Huffington Chalr in Gerontology; Addition 
to the Isla Carroll Turner Professorship in Gerontology, 
Al1 in the U. T. Medical School - Houston, and Eligi- 
bility for Matching Funds Under the Texas Eminent Schol- 
ars Program.--The Board accepted a $i,000,000 transfer 
of funds representing the proceeds of the sale of a pre- 
viously reported gift of 1,000 shares of Huffington 
Corporation convertible preferred stock valued at 
$i,000,000 from Mr. and Mrs. Roy M. Huffington, Houston, 
Texas, anda $200,000 transfer of MSRDP funds for The 
University of Texas Health Science Center at Houston to 
be used as follows: 

a. Addition of $200,000 from the $i,000,000 gift 
to increase the previously established endow- 
ment for the Isla Carroll Turner Professorship 
in Geronto!ogy fora total of $300,000 

b. Establishment of the Roy M. and Phyllis Gough 
Huffington Chair in Neurology with $500,000 
of the previously reported gift and ah annual 
transfer of MSRDP funds to match the income 
earned on this Chair 

C. Establishment of the Roy M. and Phyllis Gough 
Huffington Chair in Geronto].ogy with $300,000 
of the previously reported gift anda $200,000 
transfer of MSRDP funds for a total of 
$50o,000. 

Further, the actual income which will be earned on 
the $I,000,000 previously reported gift will be certi- 
fied for matching under the Texas Eminent Scholars 
Programas set out in Chapter 51, Subchapter I of the 
Texas Education Code. 

See Page 72 related to an appointment to the Roy M. 
and Phyll~ Gough Huffington Chair in Neurology. 

26. U. T. Health Science Center - Houston: Acceptance of 
Gift from Mrs. T. Deborah Chang-Tung, Honolulu, Hawaii, 
and Establishment of the Research Projects in Academic 
Surgery Endowment.--The Land and Investment Committee 
recommended and the Board accepted a $I0,000 gift from 
Mrs. T. Deborah Chang-Tung, Honolulu, Hawaii, and 
a $I0,000 transfer of MSRDP funds for a total endowment 
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of $20,000 and established the Research Projects in Aca- 
demic Surgery Endowment at The University of Texas Health 
Science Center at Houston. 

Income earned from the endowment will be used to support 
general surgical residents who wa~it to pursue an academic 
career in surgery. It is the donor's wish that method of 
distribution, amount, and number of awards made be left 
to the discretion of the Department of Surgery. 

27. U. T. Health Science Center - San Antonio: Acceptance 
of Gifts from Various Donors and Establishment of the 
John J. Hinchey Professorship in Orthopaedics and Eligi- 
bility for Matching Funds Under the Texas Emlne--~--ñ[ Schol 
ars Program.--Approval was given to accept $61,700 in 
gifts from various donors anda $50,000 transfer of 
MSRDP funds for a total endowment of $111,700 and to 
establish the John J. Hinchey Professorship in Ortho- 
paedics at The University of Texas Health Science Center 
at San Antonio. 

Income earned from the endowment will be used to support 
the Professorship. A nominee for holder of the Profes- 
sorship will be presented at a later date. 

Further, the actual income which will be earned on 
$61,700 will be certified for matching under the Texas 
Eminent Scholars Programas set out in Chapter 51, Sub- 
chapter I of the Texas Education Code. 

28. U. T. M.D. Anderson Cancer Center: Acceptance of Gift 
and Pledge from the David Bruton, Jr. Charitable Trust, 
Dallas, Texas, and Establishment of the David Bruton, Jr. 
Fellowship in Clinical Pastoral Education.--The Board, 
upon recommendation of the Land and Investment Committee, 
accepted a $130,000 gift anda pledge of $130,000, pay- 
able in 1988, fora total of $260,000 from the David 
Bruton, Jr. Charitable Trust, Dallas, Texas, and estab- 
lished the David Bruton, Jr. Fellowship in Clinical 
Pastoral Education at The University of Texas M.D. 
Anderson Cancer Center. 

Income earned from the endowment will be used to support 
the Fellowship. 

29. U. T. M.D. Anderson Cancer Center: Acceptance of Bequest 
from the Estate of Lessley S. Keese, Beaumont, Texas.-- 
Upon recommendation of the Land and Investment Committee, 
the Board accepted a bequest estimated at $700,000 com- 
prised of cash and mineral interests, with distributions 
received to date of $409,022.90, from the Estate of 
Lessley S. Keese, Beaumont, Texas, for the benefit of 
The University of Texas M.D. Anderson Cancer Center with 
a designation of funds and final report to be made at a 
later date. 
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30. U. T. M.D. Anderson Cancer Center: Acceptance of an 
Undivided 19.8~ Interest in 4,800 Acres of Land on Padre 
Island in Kleberg County, Texas, from Mrs. Virginia 
Jones Mullin, Tucson, Arizona; Authorization for the 
Office of Asset Management to Negotiate the Sale of the 
Property; and Authorization for the Executive Vice Chan- 
cellor for Asset Management to Execute Al1 Documents 
Pertaining to the Sale.--The Board accepted a gift of 
land from Mrs. Virginia Jones Mullin, Tucson, Arizona, 
conveying an undivided 19.8Z interest in 4,800 acres on 
Padre Island in Kleberg County, Texas, including her 
individual interest as well as her interest as the sole 
stockholder in four corporations. The donor's estimated 
value of this property donation is in excess of $I.0 mil- 
lion. This deed includes the conveyance of the surface 
as well as her right, title, and interest in oil, gas 
and other minerals and also includes all present and 
future accretions, relictions and other alluvial addi- 
tions to these lands. Proceeds from the sale of the 
property will be used for the benefit of The University 
of Texas M.D. Anderson Cancer Center. 

Further, the Office of Asset Management was authorized 
to negotiate the sale of the property at fair market 
value and the Executive Vice Chancellor for Asset Man- 
agement was authorized to execute all documents pertain- 
ing to the sale. 

IV. INTELLECTUAL PROPERTY 

1. U. T. Austin: Approval of Patent and Technology 
License Agreement with Parker Kinetic Designs, 
Inc. (PKD), a Texas Corporation, Austin, Texas.-- 
The Land and Investment Committee recommended and 
the Board (a) approved a new Patent and Technology 
License Agreement and accompanying Shareholders 
Agreement by and between The University of Texas 
at Austin ("U. T. Austin") and Parker Kinetic 
Designs, Inc., a Texas corporation ("PKD"), Austin, 
Texas, as set out on Pages 93 - 114 and (b) approved 
in principle the future transfer by U. T. Austin of 
one-half (i.e, five percent) of its equity in PKD 
to the inventors of the technologies licensed in 
the License Agreement, the timing of this transfer 
and allocation of equity among the inventors to be 
submitted to the U. T. Board of Regents for 
approval at a future meeting. 

A license agreement with Parker Kinetic Designs 
("PKD") was originally approved by the U. T. Board 
of Regents at its April 1983 meeting. Under the 
new License Agreement, PKD is granted a royalty- 
bearing, exclusive, worldwide license under 
licensed subject matter, defined as homopolar gen- 
erators, compulsators, and ancillary electromag- 
netic equipment that have been developed by the 
Center for Electromechanics at U. T. Austin as of 
January i, 1988, to make, have made, use, sell 
and have sold products using the patents and tech- 
nology in licensed subject matter. Approximately 
twenty-three issued patents and pending patent 
applications ate included in licensed subject mat- 
ter and are listed in Attachment A to the License 
Agreement. 
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PATENT AND TECHNOLOGY 

LICENSE AGREEMENT 

THIS AGREEMENT is made  t h i s  I s t  d a y  of  J a n u a r y ,  1988 ( " E f f e c t i v e  

Da te" )  b y  a n d  b e t w e e n  t h e  BOARD OF REGENTS~ THE UNIVERSITY OF 

TEXAS SYSTEM, an  a g e n c y  o f  t h e  S t a t e  o f  T e x a s ,  201 West 7 th  S t r e e t ,  

A u s t i n ,  T e x a s  78701, ( " U N I V E R S I T Y " )  a n d  P a r k e r  Kine t ie  D e s i g n s ,  I n e . ,  a 

T e x a s  c o r p o r a t i o n ,  10711 B u r n e t t  R o a d ,  Su i t e  310, P.  O. Box  27350, A u s t i n ,  

TX 78755 ( " L I C E N S E E " ) ,  

W I  T N E S S E T H: 

~ ' ;hereas U N I V E R S I T Y  o w n s  c e r t a i n  P A T E N T S  r e l a t e d  to  t h e  LICENSED 

S U B J E C T  MATTER l i s t e d  in  A t t a e h m e n t  A; 

Whereas  UNIVERSITY a lso  owns  TECHNOLOGY r e l a t e d  to t h e  LICENSED 

S U B J E C T  MATTER;  

Whereas  U N I V E R S I T Y  w i s h e s  to  h a v e  t h e  i n v e n t i o n s  c o v e r e d  b y  t h e  

P A T E N T S  a n d  i n c l u d e d  in  t h e  TECHNOLOGY d e v e l o p e d  a n d  u s e d  for  t h e  

b e n e f i t  o f  t h e  i n v e n t o r ,  U N I V E R S I T Y ,  a n d  t h e  p u b l i e ;  a n d  

Whereas  LICENSEE w i s h e s  to  o b t a i n  a l i c e n s e  u n d e r  s u c h  PAT E NT S a n d  

TECHNOLOGY to p r a e t i c e  s u c h  i n v e n t i o n s .  

NOW T H E R E F O R E ,  in  c o n s i d e r a t i o n  of  t h e  m u t u a l  c o v e n a n t s  a n d  p r e m i s e s  

h e r e i n  c o n t a i n e d ,  t h e  p a r t i e s  h e r e t o  a g r e e  as  fo l lows :  

I .  

DEFINITIONS 

As u s e d  in t h i s  L i e e n s e  A g r e e m e n t  ( " A g r e e m e n t " ) ,  t h e  fo l lowing  t e r m s  

sha l l  h a v e  t h e  m e a n i n g s  i n d i c a t e d :  

1.1 LICENSED S U B J E C T  51ATTER sha l l  mean  h o m o p o l a r  g e n e r a t o r s ,  

c o m p u l s a t o r s  a n d  a n c i l l a r y  e l e e t r o m a g n e t i c  e q u i p m e n t  t h a t  h a v e  b e e n  d e v e l o p e d  

b y  t h e  C e n t e r  fo r  E l e c t r o m e c h a n i c s  at t h e  U n i v e r s i t y  of  T e x a s  at A u s t i n  as of  
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t he  e f f e c t i v e  da t e  of  th i s  A g r e e m e n t  a n d a s  a r e  i n e l u d e d  in PATENTS and  

TECHNOLOGY. 

1.2 PATENTS shal l  mean t hose  Uni ted  S t a t e s  and  f o r e i g n  p a t e n t s  and  

p a t e n t  app l i ca t ions  i n c l u d i n g  a n y  d iv i s ion ,  c o n t i n u a t i o n ,  c o n t i n u a t i o n - i n - p a r t  

or  r e i s s u e  t h e r e o f ,  or  s u b s t i t u t e  t h e r e f o r e ,  a n d  t h e  l e t t e r s  p a t e n t  t ha t  may 

be i s s u e d  t h e r e o n  and  whieh  a r e  l i s t ed  in A t t a c h m e n t  A. 

1.3 TECHNOLOGY shaU mean a n y  i n v e n t i o n ,  d i s e o v e r y ,  k n o w - h o w ,  

p r o c e s s ,  p r o c e d u r e ,  m e t h o d ,  p r o t o e o l ,  fo rmula ,  t e e h n i q u e ,  d r a w i n g ,  or  o t h e r  

v a l u a b l e  t e c h n i e a l  informati ,~n a n c i l l a r y  to t he  LICENSED SUBJECT MATTER. 

TECHNOLOGY also shal l  i n e l u d e  d e s i g n  and  a n a l y t i e a l  s u p p o r t  and  c o n s u l t a -  

t ion at  t h e  d i s c r e t i o n  of  t h e  D i r e c t o r  of t h e  C e n t e r  fo r  E l e e t r o m e c h a n i e s .  

1.4 LICENSED P R O D U C T ( S )  shal l  mean a n y  p r o d u e t ( s )  e o v e r e d  by  one 

or  more claims of t he  PATENTS or  p r o d u e e d  b y  a me thod  c o v e r e d  by  one or  

more elaims of  s u c h  P A T E N T S ,  or  u t i l i z ing  a n y  TECHNOLOGY. 

1.5 SALE(S)  (o f  SOLD) shal l  mean a n y  d i spos i t ion  of  a LICENSED 

PRODUCT for  va lue  to a p a r t y  o t h e r  t h a n  LICENSEE o r a  s u b l i c e n s e e  h e r e u n -  

d e r .  

1.6 GROSS SALES shal l  mean LICENSEE'S b i l l ings  on SALES of LI- 

CENSED PRODUCTS a n d  c o m p o n e n t s  o r  r e p l a c e m e n t  p a r t s  for  LICENSED 

PRODUCTS,  less  a n y  c u s t o m a r y  d i s e o u n t s  ( s u c h  as O . E . M . )  al lowed and  

a c t u a l l y  t a k e n ,  sa les  a n d / o r  u se  t a x e s  or  t h e i r  e q u i v a l e n t ,  impor t  or  e x p o r t  

d u t i e s  o r  t h e i r  e q u i v a l e n t ,  o u t b o u n d  t r a n s p o r t a t i o n  p r e p a i d  or  a l lowed,  i n s u r -  

a n c e ,  i n s t a l l a t i on  e h a r g e s ,  amoun t s  al lowed or  c r e d i t e d  due  to r e t u r n s  (not  

e x e e e d i n g  the  o r ig ina l  b iUing)  and  the  i m p u t e d  i n t e r e s t  f ac to r  u n d e r  any  

l ea se .  GRO$S SALES shal l  not  be r e d u e e d  due  to t a x e s  o t h e r  t han  sales 

a n d / o r  use  t a x e s .  
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1.7 SERVICE AND RESEARCH AGREEMENT shal l  mean t h a t  e e r t a i n  

a g r e e m e n t  b e t w e e n  t h e  p a r t i e s  h e r e t o  to be  n e g o t i a t e d  a n d  e f f e e t i v e  in t he  

f u t u r e  u n d e r  which  c o n t r a c t e d  r e s e a r c h  s e r v i c e s  a r e  p r o v i d e d  to LICENSEE 

by  UNIVERSITY t h r o u g h  the  C e n t e r  for  E l e e t r o m e c h a n i c s  at t h e  U n i v e r s i t y  of  

T e x a s  at  A u s t i n  and  u n d e r  which  e o n t r a c t e d  s e r v i c e s  a r e  p r o v i d e d  to UNI- 

VERSITY'S C e n t e r  fo r  E l e c t r o m e c h a n i c s  b y  LICENSEE. 

1.8 SHAREHOLDERS AGREEMENT shal l  mean t h a t  c e r t a i n  a g r e e m e n t  

8.í~ong t h e  UNIVERSITY,  PKD, a n d  P a r k e r  Dr i l l ing  Company  e x e c u t e d  e o n -  

t e m p o r a n e o u s l y  h e r e w i t h ,  which  shal l  g o v e r n  t h e  r i g h t s  a n d  ob l iga t ions  of t he  

s h a r e h o l d e r s  of  LICENSEE with r e g a r d  to t h e  s tock  of  LICENSEE. 

1.9 SALE(S)  TO THE FEDERAL GOVERNMENT shal l  mean a n y  sales  of 

LICENSED P RO D U C T( S )  (i)  to t h e  g o v e r n m e n t  of  t h e  Un i t ed  S ta t e s  of  Amer i -  

ca o r  a n y  s u b d i v i s i o n  t h e r e o f ;  o r  (ii) 

men t .  

2.1 

f u n d e d  by  the  Un i t ed  S ta t e s  G o v e r n -  

II .  

TERMINATION OF PRIOR AGREEMENT 

T h e  p r i o r  P a t e n t  L icense  A g r e e m e n t  e f f e c t i v e  F e b r u a r y  1, 1983, as 

s u b s e q u e n t l y  a m e n d e d  a n d  a s s i g n e d ,  shal l  be  d e e m e d  t e r m i n a t e d  upon  the  

comple te  e x e c u t i o n  of  t h i s  A g r e e m e n t ,  wi th  s u c h  t e r m i n a t i o n  b e i n g  e f f e c t i v e  as 

of t h e  e f f e e t i v e  da t e  of  th i s  A g r e e m e n t .  All p a y m e n t s  r e q u i r e d  u n d e r  t he  

p r i o r  P a t e n t  L icense  A g r e e m e n t  as of t h e  da t e  of  t e r m i n a t i o n  wiU be made as 

p r o v i d e d  t h e r e i n .  

I I I .  

GRANT OF LICENSE 

3.1 UNIVERSITY g r a n t s  ah e x c l u s i v e  wor ldwide  L icense  to LICENSEE 

u n d e r  LICENSED SUBJECT MATTER to make ,  h a v e  made ,  u s e ,  sel l ,  and  have  

sold LICENSED PRODUCTS.  The  L icense  g r a n t e d  to LICENSEE is sub jec t  to 
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U N I V E R S I T Y ' s  r i g h t  to p u b l i s h  t h e  g e n e r a l  s c i e n t i f i e  f i n d i n g s  f rom r e s e a r c h  

r e l a t e d  to P A T E N T S  a n d  TECHNOLOGY a n d  u s e  PATENTS a n d  TECHNOLOGY 

for  r e s e a r c h ,  t e a c h i n g  a n d  o t h e r  a cademic  UNIVERSITY p u r p o s e s .  

3 .2  LICENSEE sha l l  h a v e  t h e  r i g h t  to  g r a n t  s u b l i c e n s e s  c o n s i s t e n t  wi th  

t h i s  A g r e e m e n t  p r o v i d e d  t h a t  LICENSEE sha l l  be  r e s p o n s i b l e  fo r  t h e  o p -  

e r a t i o n s  o f  i t s  s u b l i c e n s e e s  r e l e v a n t  to t h i s  A g r e e m e n t  as  i f  s u c h  o p e r a t i o n s  

w e r e  c a r r i e d  o u t  b y  LICENSEE,  i n e l u d i n g  t h e  p a y m e n t  of  r o y a l t i e s  or  G o v e r n -  

m e n t  C o n t r a c t  P a y m e n t s  w h e t h e r  o r  no t  p a i d  to  LICENSEE b y  t h e  s u b l i c e n s e e ;  

a n d  p r o v i d e d  f u r t h e r  t h a t  LICENSEE sha l l  c o n s u l t  wi th  UNIVERSITY t h r o u g h  

t h e  D i r e c t o r  of  C e n t e r  fo r  E l e c t r o m e c h a n i c s  at  t h e  U n i v e r s i t y  o f  T e x a s  at 

A u s t i n  as to t e e h n i e a l  f e a s i b i l i t y  o f  a n y  p r o p o s a l  p r i o r  to g r a n t i n g  any  s u c h  

s u b l i e e n s e .  LICENSEE sha l l  h a v e  t h e  o b l i g a t i o n  to n o n - e x c l u s i v e l y  s u b l i c e n s e  

in  a c c o r d a n c e  w i th  t h i s  A g r e e m e n t  t h e  r i g h t  to  m a n u f a c t u r e  LICENSED PROD- 

UCTS to a n y  r e s p o n s i b l e  c o m p a n y  i d e n t i f i e d  b y  UNIVERSITY:  w h i c h  d e s i r e s  

s u c h  r i g h t ;  w h i c h  d e m o n s t r a t e s  to  UNIVERSITY i t s  ab i l i t y  to fu l ly  eomply  

wi th  t h e  t e r m s  o f  t h e  s u b l i c e n s e ;  a n d ,  to  whom LICENSEE is u n a b l e  to meet  

t h e  d e m a n d  of  s u c h  c o m p a n y  for  LICENSED PRODUCTS on r e a s o n a b l e  d e l i v e r y  

t e r m s .  S u c h  s u b l i c e n s e  sha l l  be  l imi ted  in s c o p e  to t h e  m a n u f a c t u r e  of  LI-  

CENSED P R O D U C T S  w h i c h  LICENSEE is u n a b l e  to  make .  In t h e  e v e n t  LI-  

CENSEE is c o m p e l l e d  to g r a n t  a s u b l i c e n s e  to  a p a r t y  " d e n t i f i e d  b y  t he  UNI- 

V E R S I T Y ,  LICENSEE sha l l  c o n t r a c t u a l l y  o b l i g a t e  sa id  s u b l i c e n s e e  to pay  a/l 

r o y a l t i e s  a n d  G o v e r n m e n t  C o n t r a e r  P a y m e n t s  d i r e c t l y  to  UNIVERSITY a n d  

LICENSEE sha l l  n o t  be  l iab le  for  s u c h  r o y a l t i e s  a n d  G o v e r n m e n t  C o n t r a e r  

P a y m e n t s  p a y a b l e  b y  s u b l i c e n s e e .  

3 .3  T h e  p a r t i e s  r e c o g n i z e  t h a t  LICENSEE may e n e o u n t e r  p a t e n t s  he ld  

b y  t h i r d  p a r t i e s  w h i c h  a r e  s u p e r i o r  to b o t h  UNIVERSITY 'S  a n d  LICENSEE'S  

PATENTS a n d  t h a t  a c r o s s - l i c e n s e  b e t w e e n  LICENSEE a n d  s u c h  a t h i r d  p s r t y  
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ma y  be  n e c e s s a r y  in  o r d e r  to  e n a b l e  LICENSEE to  m a r k e t  LICENSED PROD- 

U C T S .  In  t h a t  e v e n t  LICENSEE has  t h e  r i g h t  to e n t e r  i n t o  c r o s s - i i c e n s i n g  

a g r e e m e n t s  wi th  t h i r d  p a r t i e s  a n d  to g r a n t  c r o s s - l i c e n s e s  u n d e r  a n y  a n d  all 

o f  t h e  P A T E N T S ,  p r o v i d e d :  

(a)  U N I V E R S I T Y  is c o n s u l t e d  b e f o r e h a n d  a n d  is r e a s o n a b l y  

s a t i s f i e d  t h a t  t h e  t h i r d  p a r t y  d o e s  in  fae t  h o l d  a p a t e n t  t h a t  I imits  

LICENSEE'S  c o m p e t i t i v e n e s s  in  m a r k e t i n g  LICENSED P R O D U C T S ;  

(b )  T h e  r ~ g h t s  r e c e i v e d  b y  LICENSEE u n d e r  s u e h  a c r o s s -  

l i c e n s i n g  a g r e e m e n t  s u b s t a n t i a l l y  c o v e r  LICENSED PRODUCTS a n d  

a t e  n o t  d i r e e t e d  to o t h e r  p r o d u c t s ;  

(c )  U N I V E R S I T Y  i n c u r s  no  f i n a n e i a l  o r  l ega l  l i ab i l i t i es  u n d e r  

t h e  c r o s s - l i c e n s e ;  

( d )  A n y  m o n e y  o r  t h e  va lue  o f  a n y  e q u i p m e n t  r e c e i v e d  b y  

LICENSEE in  e x c h a n g e  fo r  s u c h  c r o s s - l i e e n s e  is  t r e a t e d  as  GROSS 

SALES for  LICENSED PRODUCT o r a s  a s u b l i c e n s e  w h i c h e v e r  p r o -  

v i d e s  t h e  g r e a t e r  r e t u r n  to UNIVERSITY;  

(e)  T h e  c r o s s - l i c e n s e  p r o v i d e s  t h a t  UNIVERSITY has  t h e  

o p t i o n  of  t e r m i n a t i n g  a n y  r i g h t s  t h e r e u n d e r  for  a n y  r e a s o n .  

( f )  N o t h i n g  c o n t a / n e d  in t h i s  p a r a g r a p h  3 .3  sha l l  p r e v e n t  

LICENSEE f rom g r a n t i n g  a s u b l i c e n s e  u n d e r  p a r a g r a p h  3.2 of  t h i s  

A g r e e m e n t .  

3 .4  At t h e  t ime a p a t e n t  a p p l i c a t i o n  is f i l ed  t h e r e f o r  or  a p a t e n t a b i [ i t y  

o p i n i o n  o r  r e p o r t  is r e n d e r e d ,  w h i c h e v e r  is e a r l i e r ,  UNIVERSITY sha l l  d i s -  

c lose  to  LICENSEE u n d e r  a p p r o p r i a t e  c o n f i d e n t i a l i t y  a g r e e m e n t s  s u c h  ( i )  

f u t u r e  d e v e l o p m e n t s ,  m o d i f i c a t i o n s  o r  i m p r o v e m e n t s  to h o m o p o l a r  g e n e r a t o r s  

a n d  c o m p u l s a t o r s  o r i g i n a t i n g  at U N I V E R S I T Y ' S  C e n t e r  fo r  E ! e e t r o m e c h a n i c s  

w h i c h ,  i f  m a d e ,  u s e d ,  o r  so ld ,  a b s e n t  a l i c e n s e  f rom U N I V E R S I T Y ,  would  
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c o n s t i t u t e  an  i n f r i n g e m e n t  of  a n y  claim of  t h e n  e x i s t i n g  U n i t e d  S t a t e s  p a t e n t  

a p p l i c a t i o n s  o f  p a t e n t s  c o m p r i s i n g  P A T E N T S ,  a n d  (2) f u t u r e  d e v e l o p m e n t s ,  

m o d i f i c a t i o n s  o r  i m p r o v e m e n t s  in  e l e c t r o m a g n e t i c  e q u i p m e n t  anc i l l a ry  to 

h o m o p o l a r  g e n e r a t o r s  a n d  c o m p u l s a t o r s  o r i g i n a t i n g  at  UNIVERSITY'S  C e n t e r  

for  E l e c t r o m e c h a n i c s  ( ( 1 )  a n d  (2)  b e i n g  r e f e r r e d  to h e r e i n  as " I m p r o v e -  

m e n t s " ) .  LICENSE~ sha l l  h a v e  ah  o p t i o n  for  t h r e e  (3)  m o n t h s  from t h e  da t e  

of  d i s c l o s u r e  t h e r e o f  to  n o t i f y  UNIVERSITY in  w r i t i n g  t h a t  i t  d e s i r e s  to  a d d  

s u c h  I m p r o v e m e n t s  to t h e  L i c e n s e  o f  t h i s  A r t i c l e  I I I  s u b j e c t  to t h e  t e r m s  of  

t h i s  A g r e e m e n t .  

3 .5  B o t h  LICENSEE a n d  UNIVERSITY a r e  o b l i g a t e d  to t h e  t r a n s f e r  of  

TECHNOLOGY a n d  m u t u a l l y  c o v e n a n t  to  a id  a n d  a s s i s t  in  e v e r y  r e a s o n a b l e  

m a n n e r  t h e  e f f e c t i v e  t r a n s f e r  o f  l i c e n s e d  TECHNOLOGY.  Tr;e UNIVERSITY 

sha l l  f u r n i s h  to  t h e  LICENSEE all u n r e s t r i c t e d  i n f o r m a t i o n  a n d  d o c u m e n t s  in 

t h e  p o s s e s s i o n  of  t h e  UNIVERSITY r e g a r d i n g  t h e  LICENSED SUBJE CT  MAT- 

TER as  will e n a b l e  LICENSEE to g e n e r a l l y  c o m m e r c i a l l y  u t i l i ze  a n d  exp lo i t  t h e  

LICENSED S U B J E C T  MATTER i n c l u d i n g  c o n s u l t a t i o n  r e g a r d i n g  spec i f i c  a p p l i -  

c a t i o n s  o f  t h e  LICENSED S U B J E C T  MATTER as a p p l i e d  to  s p e c i f i c  c u s t o m e r s ,  

c l i e n t s  o f  p r o j e c t s ,  b u t  s u c h  c o n s u l t a t i o n  sha l l  n o t  i n c l u d e  t h o s e  c o n t r a c t e d  

r e s e a r c h  s e r v i c e s  p r o v i d e d  to LICENSEE b y  t h e  UNIVERSITY u n d e r  t h e  

S e r v i c e s  a n d  R e s e a r c h  A g r e e m e n t .  

IV.  

WARRANTY; SUPERIOR OBLIGATIONS 

4 .1  UNIVERSITY r e p r e s e n t s  a n d  w a r r a n t s  t h a t  i t  is t h e  o w n e r  of  t he  

e n t i r e  r i g h t ,  t i t l e ,  a n d  i n t e r e s t  in a n d  to P A T E N T S  a n d  TECHNOLOGY,  and  

t h a t  i t  h a s  t h e  sole  r i g h t  to g r a n t  l i c e n s e s  u n d e r  s u c h  PATENTS a n d  TECH-  

NOLOGY a n d  t h a t  i t  h a s  no t  h e r e t o f o r e  g r a n t e d  l i c e n s e s  t h e r e u n d e r  to any  

o t h e r  p e r s o n .  
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4.2 LICENSEE u n d e r s t a n d s  t h a t  some of  t he  PATENTS and  TECHNOLO- 

CY l i c e n s e d  h e r e u n d e r  w e r e  d e v e l o p e d  u n d e r  a f u n d i n g  c o n t r a c t  with or  g r a n t  

from the  G o v e r n m e n t  of  t h e  Uni ted  S t a t e s  of Amer iea  a n d  t h a t  UNIVERSITY 

has  c e r t a i n  ob l iga t ions  r e l a t i v e  t h e r e t o .  Th i s  A g r e e m e n t  is exp l i c i t l y  made 

s u b j e e t  to UNIVERSITY'S ob l iga t ions  u n d e r  s u e h  e o n t r a c t s  (o f  laws or  r e g u -  

la t ions  r e l a t i n g  t h e r e t o )  a n d ,  to the  e x t e n t  t h a t  t h e r e  is a conf l ic t  b e t w e e n  

a n y  s u c h  c o n t r a e t s  ( o f  laws o r  r e g u l a t i o n s  r e l a t i n g  t h e r e t o )  and  th is  A g r e e -  

men t ,  t h e  t e r m s  of s u c h  c o n t r a c t s  (or  laws o f  r e g u l a t i o n s  r e l a t i n g  t h e r e t o )  

shal l  p r e v a i l .  

V. 

PAYMENTS AND REPORTS 

5.1 On all s a l e s ,  o t h e r  t h a n  SALE(S)  TO THE FEDERAL GOVERN- 

MENT, LICENSEE shal l  p a y  UNIVERSITY an e a r n e d  r o y a l t y  of six p e r c e n t  

(6%) of  i t s  or  i t s  s u b l i c e n s e e ' s  GROSS SALES of  LICENSED PRODUCTS.  Such  

e a r n e d  r o y a l t y  shal l  be  d u e  for  t he  c a l e n d a r  q u a r t e r  in which  t h e  LICENSED 

PRODUCT is f ina l ly  a e c e p t e d  or  pa id  for  b y  t h e  c u s t o m e r ,  w h i c h e v e r  o c c u r s  

f i r s t .  

5.2 On SALES TO THE FEDERAL GOVERNMENT, LICENSEE shal l  pay  

UNIVERSITY as e a r n e d  r o y a l t y ,  t w e n t y  p e r c e n t  (20%) of  i ts  o r  i ts  s u b l i c e n s -  

ee ' s  n e g o t i a t e d  fee ( " G o v e r n m e n t  C o n t r a c t  P a y m e n t s " )  on sa les  of LICENSED 

PRODUCTS.  Such  G o v e r n m e n t  C o n t r a c t  P a y m e n t s  shal l  be  due  in the  ca l en -  

d a r  q u a r t e r  in which  the  LICENSEE r e c e i v e s  r e i m b u r s e m e n t  for  all or  p a r t  of 

i ts  n e g o t i a t e d  l ee .  Ir LICENSEE r e c e i v e s  p a r t i a l  p a y m e n t  of the  lee in a 

q u a r t e r ,  it shal l  on ly  be o b l i g a t e d  to p a y  UNIVERSITY its  p r o p o r t i o n a t e  s h a r e  

of t he  lee  r e c e i v e d  d u r i n g  t h a t  q u a r t e r .  

5.3 It is c o n t e m p l a t e d  t h a t  LICENSEE shal l  e n t e r  in to  c o n t r a c t s  or  

u n d e r t a k e  p r o j e c t s  which  r e q u i r e  LICENSEE to p r o v i d e  LICENSED PRODUCTS 

and  p r o d u c t s  and  s e r v i c e s  u n r e l a t e d  to t he  LICENSED SUBJECT ~!ATTER. 
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As to s u c h  c o n t r a c t s  UNIVERSITY shal l  on ly  be e n t i t l e d  to roya l t i e s  u n d e r  

P a r a g r a p h  5.1 b a s e d  on ac tua l  SALES of LICENSED PRODUCTS;  on s u c h  

c o n t r a c t s  UNIVERSITY shal l  on ly  be e n t i t l e d  to i t s  G o v e r n m e n t  C o n t r a c t  

P a y m e n t  u n d e r  P a r a g r a p h  5.2 on t h e  p o r t i o n  of  t he  LICENSEE's  n e g o t i a t e d  fee 

which  is r e l a t e d  to LICENSED PRODUCTS a c t u a l l y  p r o v i d e d .  LICENSEE shmll 

not  be r e q u i r e d  to p a y  ~.he UNIVERSITY a r o y a l t y  or  G o v e r n m e n t  C o n t r a c t  

P a y m e n t  on a n y  po r t i on  of  a SALE t h a t  is u n r e l a t e d  to t he  LICENSED SUB- 

JECT MATTER. 

t~:,s Ag~reement a n d  for  one (1) y e a r  t h e r e a f -  5.4 D u r i n g  t h e  Term oí  ~~ 

t e r ,  LICENSEE shal l  k e e p  comple te  a n d  a c c u r a t e  r e c o r d s  of i t s  and  i ts  sub l i -  

c e n s e e s '  SALES of  LICENSED PRODUCTS u n d e r  t h e  l i cense  g r a n t e d  in th is  

A g r e e m e n t ,  in s u f f i c i e n t  de ta i l  to enab l e  t he  e a r n e d  r o y a l t i e s  p a y a b l e  u n d e r  

P a r a g r a p h  5.1 and  the  G o v e r n m e n t  C o n t r a c t  P a y m e n t s  due  u n d e r  P a r a g r a p h  

5.2 to be  d e t e r m i n e d .  LICENSEE shal l  pe rmi t  UNIVERSITY or  i ts  r e p r e -  

s e n t a t i v e s ,  at UNIVERSITY'S e x p e n s e ,  to p e r i o d i c a l l y  examine  i t s  books ,  

l e d g e r s ,  a n d  r e c o r d s  d u r i n g  r e g u l a r  b u s i n e s s  h o u r s  for  t he  p u r p o s e  of and  to 

t h e  e x t e n t  n e c e s s a r y  to v e r i f y  a n y  r e p o r t  r e q u i r e d  u n d e r  th i s  A g r e e m e n t .  

5.5 Within t h i r t y  (30) d a y s  a f t e r  March 31, J u n e  30, S e p t e m b e r  30, 

a n d  D e c e m b e r  31 of  e a c h  y e a r ,  LICENSEE shal l  d e H v e r  to UNIVERSITY a t r u e  

a n d  a c c u r a t e  r e p o r t ,  g i v i n g  s u c h  p a r t i c u l a r s  of  t h e  b u s i n e s s  c o n d u c t e d  by  

LICENSEE and  i t s  s u b l i c e n s e e s ,  i f  a n y  e x i s t ,  d u r i n g  the  p r e c e d i n g  t h r e e  (3) 

c a l e n d a r  mon ths  u n d e r  th i s  L icense  A g r e e m e n t  as a t e  p e r t i n e n t  to an a c c o u n t -  

i ng  for  r o y a l t y  p a y m e n t s  and  G o v e r n m e n t  C o n t r a c t  P a y m e n t s  h e r e u n d e r .  

S u c h  r e p o r t  shal l  i n c l u d e  at leas t  (a)  t he  q u a n t i t i e s  of  LICENSED PRODUCTS 

t h a t  ir has  SOLD; (b)  t he  b i l l ings  t h e r e o n  t h a t  compr i se  GROSS SALES, or 

t h e  app l icab le  n e g o t i a t e d  fee  on SALES TO THE FEDERAL GOVERNMENT; (c)  

t he  ca lcu la t ion  of  e a r n e d  r o y a l t i e s  or  G o v e r n m e n t  C o n t r a c t  P a y m e n t s ;  and  (d)  
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t h e  t o t a l  e a r n e d  r o y a l t i e s  o r  G o v e r n m e n t  C o n t r a c t  P a y m e n t s  so c o m p u t e d  and  

d u e  U N I V E R S I T Y .  S i m u l t a n e o u s l y  wi th  t h e  d e l i v e r y  o f  e a c h  s u c h  r e p o r t ,  

LICENSEE sha l l  p a y  to UNIVERSITY t h e  a m o u n t ,  i f  a n y ,  d u e  for  t he  p e r i o d  o f ~  

s u c h  r e p o r t .  I f  no  p a y m e n t s  a r e  d u e ,  i t  sha l l  be  so r e p o r t e d .  If  t h e  r e a s o n  

t h a t  no  p a y m e n t s  a re  d u e  is t h e  r e s u l t  o f  t h e  e x e r c i s e  o f  t h e  w a i v e r  p r o v i d e d  

in p a r a g r a p h  5 .9  be low,  LICENSEE sha l l  so s t a t e  in t h e  r e p o r t .  

5 .6  B e g ' i n n i n g  on  t h e  f i r s t  a n n i v e r s a r y  d a t e  o f  t h i s  A g r e e m e n t  a n d  

c o n t i n u i n g  t h r o u g h  t h e  t e n t h  a n n i v e r s a r y  d a t e  o f  t h i s  A g r e e m e n t  LICENSEE 

sha l l  p a y  to U N I V E R S I T Y  an  a n n u a l  f i xed  r o y a l t y  ( in  a d d i t i o n  to e a r n e d  

r o y a l t i e s  p u r s u a n t  to  p a r a g T a p h  5.1  a n d  G o v e r n m e n t  C o n t r a c t  P a y m e n t s  

p u r s u a n t  to  p a r a g r a p h  5 .2 )  in  t h e  a m o u n t  of  one  h u n d r e d  t h o u s a n d  do l l a r s  

( $ 1 0 0 , 0 0 0 . 0 0 ) .  Up to f i f t y  p e r c e n t  (50%) o f  e a c h  of  t h e  f i r s t  f o u r  (4) f i xed  

royab~y p a y m e n t s  may be  d e f e r r e d  at t h e  sole  o p t i o n  of  t h e  LICENSEE.  Any  

f i x e d  r o y a l t y  p a y m e n t s  d e f e r r e d  b y  LICENSEE sha l l  be  d u e  a n d  p a y a b l e  on 

t h e  f i f t h  a n n i v e r s a r y  d a t e  o f  t h i s  A g T e e m e n t .  All f i x e d  r o y a l t y  p a y m e n t s  

sha i l  c e a s e  a f t e r  t h e  t e n t h  a n n i v e r s a r y  d a t e  of  t h i s  A g r e e m e n t .  S u c h  e e s s a -  

t i on  of  p a y m e n t s  sha l l  n o t  a f f e c t  t h e  e x c l u s i v i t y  of  LICENSEE's  L i cense  h e r e -  

u n d e r .  

5 .7  All a m o u n t s  p a y a b l e  h e r e u n d e r  b y  LICENSEE sha l l  be  p a y a b l e  in 

U n i t e d  S t a t e s  f u n d s .  

5 .8  If  a l i e e n s e d  i s s u e d  p a t e n t  ( e o m p r i s e d  in P A T E N T S )  is he ld  i n v a l i d  

b y  v i r t u e  of  a f i na l ,  n o n a p p e a l a b l e  j u d g m e n t  e n t e r e d  b y  a c o u r t  in l i t i ga t i on  

wi th  a t h i r d  p a r t y ,  t h e  U N I V E R S I T Y  a n d  LICENSEE may  r e o p e n  n e g o t i a t i o n s  

as to t h e  e a r n e d  r o y a l t y  r a t e  s p e c i f i e d  in  P a r a g r a p h  5 . 1 ,  t h e  G o v e r n m e n t  

C o n t r a c t  P a y m e n t s  s p e c i f i e d  in P a r a g r a p h  5.2 a n d / o r  t h e  f i xed  r o y a l t y  p a y -  

men t  in  P a r a g r a p h  5 .6  u p o n  w r i t t e n  n o t i f i c a t i o n  t h a t  t h e  f o r e g o i n g  is a e t u a l l y  

a f f e e t i n g  LICENSEE'S  e o m p e t i t i v e  p o s i t i o n  r e l a t i v e  to LICENSED P R O D U C T S .  
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F u r t h e r ,  in  t h e  e v e n t  t h a t  t h e  UNIVERSITY is u n a b l e  to o b t a i n  r i g h t s  in  

P a t e n t  #4 ,200 ,831  (DOE Case  # S - 4 9 , 9 9 5 )  w h i e h  will allow LICENSEE to p r a e t i e e  

t h e  o t h e r  P A T E N T S  r e l a t i n g  to c o m p u l s a t o r  t e e h n o l o g y  w i t h o u t  i n f r i n g i n g  on 

t h e  D e p a r t m e n t  o f  E n e r g ' y ' s  r i g h t s  u n d e r  p a t e n t  #4 ,200 ,831  (DOE Case  

# S - 4 9 , 9 9 5 )  t h e  UNIVERSITY a n d  LICENSEE sha l !  r e - o p e n  n e g o t i a t i o n s  as to 

t h e  e a r n e d  r o y a l t y  s p e e i f i e d  in  P a r a g r a p h  5 . 1 ,  t h e  G o v e r n m e n t  C o n t r a e r  

P a y m e n t s  s p e e i f i e d  in  P a r a g r a p h  5 .2  a n d  t h e  f i x e d  r o y a l t y  p a y m e n t  for  y e a r s  

s ix  t h r o u g h  t e n  s p e e i f i e d  in  P a r a g r a p h  5 . 6 .  

5 .9  N o t w i t h s t a n d ~ n g  a n y t h i n g  to t h e  c o n t r a r y  h e r e i n ,  t h e  UNIVERSITY 

does  h e r e b y  a g r e e  to waive  t h e  e a r n e d  r o y a l t i e s  p r o v i d e d  in p a r a g r a p h  5.1 

a n d / o r  t h e  G o v e r n m e n t  C o n t r a c t  P a y m e n t s  p r o v i d e d  for  in  p a r a g r a p h  5.2 on 

t e n  miil ion d o l l a r s  ( $ 1 0 , 0 0 0 , 0 0 0 . 0 0 )  o f  GROSS SALES of  LICENSED PROD- 

U C T S .  T h e  d e c i s i o n  as  to w h i c h  SALES OF LICENSED P R O D U C T S  or  SALES 

OF LICENSED P R O D U C T S  TO THE FEDERAL GOVERNMENT a re  to be  i n e l u d e d  

in t h i s  w a i v e r  sha l l  be  w i t h i n  t h e  sole  d i s e r e t i o n  of  LICENSEE.  H o w e v e r ,  

LICENSEE sha l l  n o t i f y  U N I V E R S I T Y  in w r i t i n g  of  t h e  e x e r c i s e  o f  s u e h  w a i v e r  

p u r s u a n t  to t h i s  p a r a g r a p h .  

5 . ! 0  LICENSEE sha l l  r e i m b u r s e  UNIVERSITY for  all i t s  r e a s o n a b l e  

o u t - o f - p o e k e t  e x p e n s e s  i n c u r r e d  in f i l i n g ,  p r o s e e u t i n g  a n d  m a i n t a i n i n g  P A T -  

ENTS l i c e n s e d  h e r e u n d e r  a n d  sha l l  p a y  all s u c h  f u t u r e  e x p e n s e s  so l o n g  as 

a n d  in s u e h  c o u n t r i e s  as  i t s  l i c e n s e  r e m a i n s  in e f f e e t .  UNIVERSITY shal l  

k e e p  LICENSEE a d v i s e d  as  to  t h e  p r o g r e s s  o f  s u c h  f i l i ngs  a n d  p r o s e e u t i o n s  

a n d  will p r o v i d e  LICENSEE a r e a s o n a b l e  o p p o r t u n i t y  to p a r t i e i p a t e  in d e e i s i o n s  

r e g a r d i n g  e x p e n s e s  wi th  r e s p e e t  t h e r e t o ,  o b t a i n i n g  t h e  c o n s e n t  of  LICENSEE 

as to t h e  i n e u r r i n g  of  f u r t h e r  n o n - r o u t i n e  e x p e n s e s ,  s u c h  c o n s e n t  no t  to be 

u n r e a s o n a b l y  w i t h h e l d .  LICENSEE sha l l  r e i m b u r s e  UNIVERSITY wi th in  t h i r t y  

(30) d a y s  of  r e e e i p t  o f  a b i l l i n g  s t a t e m e n t  f rom UNIVERS!TY for  s u e h  

e x p e n s e s  i n c u r r e d  s u b s e q u e n t  to  J a n u a r y  1, 1988. 
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Any  s u c h  e x p e n s e s  i n c u r r e d  p r i o r  to J a n u a r y  I ,  1988 shal l  be  r e i m b u r s e d  to 

UNIVERSITY on or  b e f o r e  D e c e m b e r  31, 1988. In c o u n t r i e s  o t h e r  t h a n  the  

Uni ted  S t a t e s ,  LICENSEE shal l  h a v e  the  r i g h t  to r e q u e s t  t h a t  UNIVERSITY 

file p a t e n t  a pp l i e a t i ons  t h e r e i n  to t h e  e x t e n t  t h a t  s u e h  c o v e r a g e  is avai lable  

a n d  the  f u r t h e r  r i g h t  to a p p r o v e  a n y  e x t e n s i v e  p a t e n t  s e a r c h e s  or  t he  f i l ing 

of  p a t e n t  a pp l i e a t i ons  when  t h e  e x p e n s e s  of  s u c h  ac t ions  a t e  to be  c h a r g e d  to 

LICENSEE. In a n y  f o r e i g n  c o u n t r y  in which  UNIVERSITY d e s i r e s  p a t e n t  

p r o t e c t i o n  b u t  in wh ich  LICENSEE does  not  p a y  t h e  e x p e n s e s  t h e r e o f ,  t he  

l i eense  g r a n t e d  h e r e u n d e r  in s u c h  c o u n t r y  shal l  t e r m i n a t e .  

VI. 

SHARES OF LICENSEE 

6.1 Upon f inal  e x e c u t i o n  of t h i s  A g r e e m e n t  and  as add i t iona l  c o n s i d -  

e r a t i o n  for  t h e  L icense  g r a n t e d  h e r e i n ,  LICENSEE shal l  c a u s e  to be i s s u e d  in 

t h e  name of  t h e  UNIVERSITY common s h a r e s  of  LICENSEE r e p r e s e n t i n g  ten  

p e r c e n t  (10%) e q u i t y  o w n e r s h i p  of  LICENSEE. 

VIl .  

TERM AND TERMINATION 

7.1 T h e  Term of  th i s  A g r e e m e n t  shal l  be  from the  E f f e e t i v e  Date to t he  

full  e n d  of t h e  t e rm or  t e r m s  for  wh ich  PATENTS or  e x t e n s i o n s  t h e r e o f  a re  

g r a n t e d  o r  t w e n t y  (20) y e a r s  w h i c h e v e r  is l a t e r .  For  p u r p o s e s  of  th is  p a r a -  

g r a p h  PATENTS shal l  i n c l u d e  a n y  P a t e n t s  a d d e d  to th i s  A g r e e m e n t  b y  Amend-  

men t .  

7.2 This  A g r e e m e n t  will e a r l i e r  t e r m i n a t e :  

(a)  a u t o m a t i c a l l y  i r  LICENSEE shal l  become b a n k r u p t  of  

i n s o l v e n t  a n d / o r  i f  t h e  b u s i n e s s  of  LICENSEE shal l  be  p l aced  in the  

h a n d s  of a r e c e i v e r ,  a s s i g n e e ,  or  t r u s t e e ,  w h e t h e r  by  v o l u n t a r y  act  

of  LICENSEE or  o t h e r w i s e ,  at which  time all r i g h t s  shal l  immedia te ly  

and  au toma t i ca l ly  r e v e r t  to UNIVERSITY;  or  
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(b)  Upon n i n e t y  (90) d a y s  w r i t t e n  no t ice  from UNIVERSITY, 

i f  LICENSEE shal l  fail  to p a y  a n y  e a r n e d  r o y a l t y ,  G o v e r n m e n t  

C o n t r a c t  P a y m e n t ,  f i xed  roya l~~ ,  Uni ted  Sta~es p a t e n t  e x p e n s e  or 

f o r e i g n  p a t e n t  e x p e n s e  wh ich  LICENSEE has  a g r e e d  to p a y  p u r s u a n t  

to sec t ion  5 .10,  d u e  h e r e u n d e r ;  p r o v i d e d  h o w e v e r ,  LICENSEE may 

avoid  s u c h  t e r m i n a t i o n  i f  b e f o r e  t h e  e n d  of s u c h  p e r i o d  LICENSEE 

c u r e s  a n y  s u c h  b r e a c h .  

7.3 T h e  UNIVERSITY will keep  LICENSEE i n f o r m e d  as to t he  p r o g r e s s  

of  all P a t e n t  a pp l i c a t i ons  i n c l u d e d  in A t t a c h m e n t  A, as may be a m e n d e d  and  

will p r o v i d e  LICENSEE with  cop ies  of a n y  f ina l ly  i s s u e d  claims in s u c h  app l i -  

c a t i o n s .  

7 .4 Upon t e r m i n a t i o n  of t h i s  A g r e e m e n t  for  a n y  c a u s e ,  n o t h i n g  h e r e i n  

shal l  be  c o n s t r u e d  to r e l e a s e  e i t h e r  p a r t y  of  a n y  ob l iga t ion  m a t u r e d  p r i o r  to 

t h e  e f f e c t i v e  da t e  of  s u c h  t e r m i n a t i o n ,  and  LICENSEE may ,  a f t e r  t he  e f f e c t i v e  

da te  of  s u c h  t e r m i n a t i o n ,  sel l  all LICENSED PRODUCTS and  p a r t s  t h e r e f o r e  

t h a t  it may h a v e  on h a n d  at t h e  da te  of t e r m i n a t i o n ,  p r o v i d e d  tha t  it p a y s  

e a r n e d  r o y a l t y  t h e r e o n  as p r o v i d e d  in th i s  A g r e e m e n t .  

VIII .  

INFRINGEMENT 

8.1 UNIVERSITY shal l  n o t i f y  LICENSEE, a n d  LICENSEE shal l  n o t i f y  

UNIVERSITY of a n y  i n f r i n g e m e n t  of a PATENT which  may come to t he  a t -  

t e n t i o n  of UNIVERSITY or  LICENSEE. LICENSEE shal l  h a v e  the  e x c l u s i v e  

r i g h t  to sue  t h e  i n f r i n g i n g  p a r t y ,  and  UNIVERSITY shal l  join a n y  sui t  as a 

p a r t y  i f  r e q u i r e d .  All c o s t s  and  e x p e n s e s ,  i n c l u d i n g  a t t o r n e y s  f ees ,  of any  

lawsui t  i n s t i t u t e d  b y  LICENSEE shal l  be  b o r n e  b y  LICENSEE. The  amount  of 

a n y  r e c o v e r y  ( w h e t h e r  by  s e t t l e m e n t  or  j u d g m e n t )  pa id  to LICENSEE shall  

b e l o n g  to and  be t he  sole p r o p e r t y  of LICENSEE, b u t  s u b j e c t  to p a y m e n t  of 
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e a r n e d  r o y a l t i e s  p u r s u a n t  to p a r a g r a p h  5.1 o r  G o v e r n m e n t  C o n t r a c t  P a y m e n t s  

p u r s u a n t  to  p a r a g r a p h  5 . 2 ,  as  t h e  c a s e  may b e .  

8 .2  Ir  LICENSEE fai ls  to  b r i n g  s u i t  to p r e v e n t  a n y  i n f r i n g e m e n t  o r  a n y  

a l l e g e d l y  i n f r i n g i n g  u s e  o f  w h i c h  i t  h a s  k n o w l e d g e  w i t h i n  s ix  (6) m o n t h s  a f t e r  

s u c h  k n o w l e d g e ,  UNIVERSITY sha l l  h a v e  t h e  r i g h t  a f t e r  n o t i c e  to  LICENSEE 

o f  i t s  i n t e n t i o n  to do so ,  to  b r i n g  s u i t  a g a i n s t  t h e  a c c u s e d  i n f r i n g e r  in t he  

name o f  U N I V E R S I T Y ,  a n d  LICENSEE sha l l  jo in  a n y  s u e h  s u i t  a s a  n a m e d  

p a r t y  i f  r e q u i r e d .  A n y  s u c h  s u i t  b r o u g h t  b y  UNIVERSITY sha l l  be  f i n a n c e d  

so le ly  b y  U N I V E R S I T Y ,  a n d  a n y  r e c o v e r y  t h e r e f r o m  sha l l  b e l o n g  to a n d  be  

t h e  sole  p r o p e r t y  o f  U N I V E R S I T Y .  

8 .3  In a n y  s u i t  o r  d i s p u t e  i n v o l v i n g  ah  i n f r i n g e r ,  t h e  p a r t i e s  shal l  

c o o p e r a t e  f u l l y ,  a n d  u p o n  t h e  r e q u e s t  a n d  at  t h e  e x p e n s e  of  t h e  p a r t y  b r i n g -  

i n g  s u i t ,  t h e  o t h e r  p a r t y  sha l l  make  ava i l ab l e  to  t h e  p a r t y  b r i n g i n g  su i t  all 

r e l e v a n t  r e c o r d s ,  p a p e r s ,  i n f o r m a t i o n ,  s a m p l e s ,  s p e c i m e n s ,  a n d  t h e  l ike wh i ch  

may  be  r e l e v a n t  a n d  in  i t s  p o s s e s s i o n .  

IX.  

ASSIGNMENT 

9.1  T h i s  A g r e e m e n t  may  no t  be  a s s i g n e d  b y  LICENSEE w i t h o u t  t h e  

p r i o r  w r i t t e n  c o n s e n t  o f  U N I V E R S I T Y .  In  t h e  e v e n t  t h a t  t h e  c o n t r o l l i n g  

i n t e r e s t  of  LICENSEE is  a c q u i r e d  by  a p a r t y  t h a t  is no t  ah o w n e r  of  ah 

e q u i t y  i n t e r e s t  in  LICENSEE as of  t h e  e f f e c t i v e  d a t e  o f  t h i s  a g r e e m e n t ,  UNI- 

VERSITY at i t s  e l e c t i o n  may  t e r m i n a t e  LICENSEE'S  f u r t h e r  r i g h t s  u n d e r  

p a r a g r a p h  3 . 4 .  E x c e p t e d  from o p e r a t i o n  of  t h e  p r i o r  s e n t e n c e  is t h e  a c q u i s i -  

t ion  o f  a c o n t r o l l i n g  i n t e r e s t  in LICENSEE b y  m e a n s  o f  a p u b l i c  o f f e r i n g  

r e g i s t e r e d  wi th  t h e  S e c u r i t i e s  a n d  E x c h a n g e  Commis s ion .  

X. 

PATENT MARKING 

10.1  LICENSEE a g r e e s  to m a r k  p e r m a n e n t l y  a n d  leg-ibly all LICENSED 
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PRODUCTS m a n u f a c t u r e d  or  so ld  b y  i t  u n d e r  t h i s  A g r e e m e n t  wi th  t h e  n u m b e r  

of  e a c h  i s s u e d  PATENT a p p l i c a b l e  t h e r e t o .  

XI.  

GENERAL 

11.1 E x c e p t  fo r  t h e  S e r v i c e  a n d  R e s e a r c h  A g r e e m e n t  a n d  t h e  Con-  

f i d e n t i a l  I n f o r m a t i o n  D i s c l o s u r e  A g r e e m e n t  to be  e x e c u t e d  s u b s e q u e n t  h e r e t o  

a n d  t h e  S h a r e h o l d e r s  A g r e e m e n t  to  be  e x e c u t e d  c o n t e m p o r a n e o u s l y  h e r e w i t h ,  

t h i s  A g r e e m e n t  c o n s t i t u t e s  t h e  e n t i r e  a n d  o n l y  a g r e e m e n t  b e t w e e n  t h e  p a r t i e s  

r e l a t i n g  to P A T E N T S  a n d  TECHNOLOGY,  a n d  all p r i o r  n e g o t i a t i o n s ,  r e -  

p r e s e n t a t i o n s ,  a g r e e m e n t s ,  a n d  u n d e r s t a n d i n g s  a r e  s u p e r s e d e d  h e r e b y .  No 

a g r e e m e n t s  a l t e r i n g  o f  s u p p l e m e n t i n g  t h e  t e r m s  h e r e o f  may be  made  e x c e p t  by  

means  of  w r i t t e n  d o c u m e n t s  s i g n e d  b y  t h e  d u l y  a u t h o r i z e d  r e p r e s e n t a t i v e s  o f  

t h e  p a r t i e s .  

11.2 D u r i n g  t h e  t e r m  of  t h i s  A g r e e m e n t  a n d  for  a p e r i o d  of  f ive (5) 

y e a r s  t h e r e a f t e r ,  LICENSEE sha l l  no t  d i s c l o s e  a n y  TECIINOLOGY to t h i r d  

p a r t i e s  w i t h o u t  t h e  e x p r e s s  w r i t t e n  c o n s e n t  o f  UNIVERSITY e x c e p t  to t h e  

e x t e n t  t h a t  s u c h  TECHNOLOGY:  

(a)  is  o r  l a t e r  b e c o m e s  p a r t  of  t h e  p u b l i c  domain  t h r o u g h  no 

f au l t  of  LICENSEE;  

(b )  was in  t h e  p o s s e s s i o n  of  LICENSEE p r i o r  to r e c e i p t  from 

U N I V E R S I T Y ;  

(c)  is  r e c e i v e d  f rom a t h i r d  p a r t y  h a v i n g  no o b l i g a t i o n s  of  

c o n f i d e n t i a l i t y  to U N I V E R S I T Y ;  o r  

( d )  is s u b l i c e n s e d  u n d e r  t h e  t e r m s  of  t h i s  A g r e e m e n t .  

T h i s  p r o v i s i o n  sha l l  s u r v i v e  t e r m i n a t i o n  of  t h i s  A g r e e m e n t .  

11.3 LICENSEE sha l l  c o m p l y  wi th  all a p p l i c a b l e  laws a n d  r e g u l a t i o n s  in 

c a r r y i n g  ou t  i t s  a c t i v i t i e s  u n d e r  t h i s  A g r e e m e n t .  In p a r t i c u l a r ,  LICENSEE 

will comply  wi th  t h e  E x p o r t  C o n t r o l  A d m i n i s t r a t i o n  R e g u l a t i o n s  in all r e s p e c t s .  
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11.4 LICENSEE shal l  hold h a r m l e s s  and  i n d e m r d f y  The  U n i v e r s i t y  of 

T e x a s  S y s t e m ,  t h e  U n i v e r s i t y  of  T e x a s  at  A u s t i n ,  i t s  Boa rd  of  R e g e n t s ,  

o f f i c e r s ,  e m p l o y e e s  and  a g e n t s  from a n d  a g a i n s t  a n y  cla ims,  d e m a n d s ,  or  

c a u s e s  of ac t ion  w h a t s o e v e r ,  i n c l u d i n g  wi thou t  l imitat ion t hose  a r i s i n g  on 

a c c o u n t  of a n y  i n j u r y  or  d e a t h  of p e r s o n s  or  damage  to p r o p e r t y  c a u s e d  b y ,  

o r  a r i s i n g  out  of ,  o r  r e s u l t i n g  from t h e  n e g l i g e n c e ,  g r o s s  n e g l i g e n c e  or  

i n t e n t i o n a l  ac t s  of  LICENSEE or  i t s  o f f i c e r s ,  e m p l o y e e s ,  a g e n t s ,  r e p r e s e n t a -  

t i v e s ,  o f  p a r t i e s  in  p r i v i t y  with LICENSEE in t h e  e x e r c i s e  or  p r a c t i e e  of the  

l i cense  g r a n t e d  h e r e u n d e r .  

11.5 A n y  no t i ce  r e q u i r e d  b y  th i s  L icense  A g r e e m e n t  shal l  be  g /ven  by  

p r e p a i d ,  f i r s t  c l a s s ,  c e r t i f i e d  mail,  r e t u r n  r e c e i p t  r e q u e s t e d ,  a d d r e s s e d  in 

t h e  case  of  UNIVERSITY to:  

BOARD OF REGENTS 
The  U n i v e r s i t y  of  T e x a s  Sys t em 
201 West 7th S t r e e t  
A u s t i n ,  T e x a s  78701 

ATTN:  Sys t em P a t e n t  Off ice  

wi th  a c o p y  to:  

E x e c u t i v e  Vice P r e s i d e n t  a n d  P rovos t  
The  U n i v e r s i t y  of  T e x a s  at A u s t i n  
Main Bu i ld ing  201 
A u s t i n ,  T e x a s  78712 

or  in the  case  of  LICENSEE to:  

PARKER KINETIC DESIGNS, INC. 
10711 B u r n e t t  Road ,  S te .  310 
P. O. Box 27350 
A u s t i n ,  TX 78755 

ATTN : P r e s i d e n t  

11.6 This  L icense  A g r e e m e n t  shal l  be  c o n s t r u e d  and  e n f o r c e d  in a c t o r -  

d a n c e  with t he  laws of  t h e  Un i t ed  S t a t e s  of  Amer~ca and  of t he  Sta te  of  

T e x a s .  
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ATTEST 

11.7 Failure of either party to enforce a right under this Agreement 

shall not act as a waiver of that right of the ability to later assert that right 

relative to the particular situation involved. 

11.8 Headings included hir i in  are for convenience only and shall not be 

used to construe this Agreement. 

11.9 If any provision of this Agreement shall be found by a court to be 

void, invalid or unenforceable, the same shall either be reformed to comply 

with applicable law or strickin if not so conformable, so as not to affect the 

validity or enforceability of this Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused their duly au- 

thorized representatives to execute this Agreement. 

BOARD OF REGENTS, OF THE UNI- 
VERSITY OF TEXAS SYSTEM 

Arthur H. 
Executive Secretary 

APPROVED " T%.~RM: ? / /" APPROVED AS TO CONTENT: 

AUSTI 
/ /  . . " i  i " / 

At to rney  - ~)ffice of / ~  By: 
General Cou,ísel ! William H. Cunningham ' 

Pres iden t  

PARKER KINETIC DESIGNS, INC. 
x _  

By: 
Clif W. Drummond 
Pres iden t  
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File No. 

UTSB048 

Ser. No. 
or 

Patent No. 

4,562,368 

UTSB049 4,459,504 

UTSB050 381,928 & 
751,459 

UTSB05I 4,544,874 

ATTACHMENT A 

PATENTS/PATENT APPLICATIONS 

Title 

Brush Mechanism for 
Homopolar Generator 

Brush Actuator for 
Homopolar Generator 

Rotor Assembly for 
Homopolar Generator 

Homopolar Generator 
Power Supply System 

Inventor(s) 

William F. Weldon 
John H. Gully 
William A. Walls 

William F. Weldon 
John H. Gully 
Kurth Bousman 

William F. Weldon 
John H. Gully 
Mark A. Pichot 

William F. Weldon 
John H. Gully 

UTSB041 4,571,468 

UTSB058 4,621,561 

UTSBI64 091,656 

UTSB316 not yet 
assigned 

Inductive Store Opening 
Switch 

Switch for Inductive 
Energy Store Transfer 
Circuir 

Staged Opening Switch 

Clamped Element Opening 
Switch with Line-of-Sight 
Blocker 

William F. Weldon 

William F. Weldon 

William F. Weldon 
Benjamin M. Rech 
Raymond C. Zowarka 

William F. Weldon 
Benjamin Mo Rech 
Robert L. Sledge 

UTSB073 689,868 & 
067,410 

UTSB152 868,547 

UTSB216 885,915 

Improved Energy Density 
Homopolar Generator 

Method and Apparatus for 
Spinning Projectiles 
Fired from a Railgun 

Method and Construction 
for Control of Current 
Distribution in Railgun 
Armatures 

William F. Weldon 

William F. Weldon 

William F. Weldon 
Herbert H. Woodson 
Glen C. Long 
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ATTACHMENT A (Continued) 
Page 2 

File No. 

Ser. No. 
of 

Patent No. 

UTSB292 not yet 
assigned 

*DOE No. 4,200,831 
S-49,995 

UTSBI60 036,541 

UTSB213 030,890 

UTSB277 132,596 

UTSB3IO not yet 
assigned 

UTSB320 not yet 
assigned 

UTSB327 not yet 
assigned 

UTSB229 039,655 

UTSB291 086,706 

UTSB042 4,405,965 

UTSB304 not yet 
assigned 

Title 

High Performance Electro- 
magnetic Square-Bore 
Railgun Launcher 

Compensated Pulsed 
Alternator 

Rising Frequency Generator 

High Energy Pulse 
Forming Generator 

Pulsed Generator Incor- 
porating Output Waveform 
Flexibility and Pulsed 
Transformer 

High Packing Factor, 
High Mechanical Strength 
Transposed Conductors 

Fiber-Epoxy Composite 
Flywheel and Shaft 
Assembly 

Cycle-Portion Encoder 

Method and Apparatus for 
Managing Recoil in 
Electromagnetic Guns 

Traveling Wave Accelerators 

Current Limiting Device 
for Overcurrent Protection 

Screen Room Ground Fault 
Detection System Design 
and Operation 

Inventor(s) 

William F. Weldon 
Damon A. Weeks 
John H. Gully 
Raymond C. Zowarka 
Jim L. Upshaw 
Michael L. Spann 
Dennis R. Peterson 

William F. Weldon 

William F. Weldon 

William F. Weidon 
Siddharth B. Pratap 
Mircea D. Driga 

William F. Weldon 
Mircea D. Driga 
Siddharth B. Pratap 

William F. Weldon 
Mircea D. Driga 

William A. Walls 
Elvin G. Estes 
Stephen M. Manifold 
Michael L. Spann 

Robert F. Thelen 

William F. Weldon 

William F. Weldon 
Mircea D. Driga 

William F. Weldon 

William F. Weldon 
Richard W. Cook 
Dennis J. Hildenbrand 

* In the event that UNIVERSITY obtains license rights under U.S. Patent 
No. 4,200,831, UNIVERSITY will include said patent in this listing. 
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SHAREHOLDERS AGREEMENT 

The Shareholders Agreement ("Agreement") is made this 14th day of April, 

1988 ("Effective Date") by and between the BOARD OF REGENTS, THE UNIVERSITY OF 

TEXAS SYSTEM, an agency of the state of Texas, 201West 7th Street, Austin, TX 

78701 ("Unlversity"), Parker Drilllng Company, a Delaware corporatlon, 8 East 

Thlrd Street, Tulsa, OK 74103 ("Parker"), and Parker Kinetlc Designs, Inc., a 

Texas corporatlon, 10711 Burnett Road, Ste. 310, P. O. Box 27350, Austin, TX 

78755 ("PKD"). 

WITNESSETH 

WHEREAS, PKD has issued one hundred (i00) of its shares of íts common 

stock; and 

WHEREAS, Parker and Unlversity each own shares issued by PKD; and 

~~EREAS, Universlty's shares were issued as additional consideration for 

the execution of the License Agreement dated even date herewith, between PKD 

and University; and 

WHEREAS, Parker and the Universlty deslre to make prov±sions with respect 

to the ownershlp, transfer, and dlspositlon of the shares of PKD; 

NOW THEREFORE in consideratlon of the mutual covenants and premises 

herein contained and as additlonal consideratlon for the issuance of the 

shares of PKD to the University, the parties hereto agree as follows: 

I. 

OPTION TO PURCHASE 

i.i Unlvers±ty shall and hereby does grant unto Parker the irrevocable 

r±ght, privilege and optlon to purchase Unlversity~s stock of PKD at any time 

University receives a firm offer whlch the University is willing to accept to 

purchase the same by any other party, for the same price and upon the same 

terms as such other party offers. This paragraph shall not be applicable to a 

- I I I  - 
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transfer of shares to University inventors but shall apply to any subsequent 

transfers of the stock of PKD by the University inventors. 

1.2 University, upon receipt of an offer as described in paragraph I.I 

shall notify Parker, by registered mail at the address provided herein, of 

such offer and provide Parker with a copy of the same. 

1.3 Parker shall have sixty (60) days from its receipt of University's 

notlce to notify University of Parker's Intention to exercise its option to 

purchase University's shares of PKD. Such purchase by Parker shall be for the 

same number of shares as the third party has offered to purchase. University 

and Parker shall thereafter enter into an agreement in writing within thirty 

(30) days of Parker's exercise of its option to purchase. 

1.4 University covenants that it will not sel! its stock in PKD to any 

other party until University has conformed to the requirements of this Article 

I. If Parker fails to notify University of its intention to exercise the 

option granted hereln wlthin the applicable sixty (60) day period, the re- 

strictions set forth in this Article I upon University's or its transferees' 

shares of PKD shall automatically terminate. 

1.5 AII certificates for shares of PKD owned by University or its 

transferees shall be endorsed with the following statement: "The shares 

represented by this certificate are subject to the terms of an Agreement dated 

effective January I, 1988, a copy of which is on file at the office of Parker 

Kinetic Designs, Inc." 

II. 

TERM 

2.1 This Agreement shall survive and be effective for so long as Parker 

owns any capital stock of PKD. 

(098/dahll) 
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III. 

MISCELL~NEOUS 

3.1 Unless otherwise provided herein the terms of this Agreement shall 

be binding upon and inure, to the benefit of the parties and their respective 

successors and assigns. 

3.2 Except for the Patent and Technology License Agreement executed 

contemporaneously herewith this Agreement constitutes the entire and oniy 

agreement between the parties re!ating to the capital stock of PKD, and all 

prior negotiations, representations, agreements, and understandings are 

superseded hereby. No agreements altering or supplementing the terms hereof 

may be made except by means of written documents signed by the duly authorized 

representatives of the parties. 

3.3 Unless otherwise provided herein, any notice required by this 

Agreement shall be given by prepaid, first class, certified mail, return 

receipt requested, addressed in the case of University to: 

BOARD OF REGENTS 
The University of Texas System 
201West 7th Street 
Austin, Texas 78701 

ATTN: System Patent Office 

in the case of PKD to: 

in the case of Parker: 

PARKER KINETIC DESIGNS, INC. 
i071l Burnett Road, Ste. 310 
P. O. Box 27350 
Austin, TX 78755 

ATTN: President 

PARKER DRILLING COMPANY 
8 East Third Street 
Tulsa, OK 74103 

ATTN: Legal Dept. 

or such other addresses as may be given from time to time under the terms of 

this notice p rovision. 

(098/dahll) 
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3.4 Thls Agreement shall be construed and enforced in accordance with 

the laws of the United States of America and of the State of Texas. 

3.5 Failure of party to enforce a right under this Agreement shall not 

act as a waiver of that right or the ability to later assert that right 

relative to the particular situation involved. 

3 . 6  H e a d i n g s  i n c l u d e d  h e r e i n  a r e  f o r  c o n v e n i e n c e  o n l y  and s h a l l  n o t  be 

used to construe this Agreement. 

3.7 If any provision of this Agreement shall be found by a court to be 

void, invalid or unenforceable, the same shall either be reformed to comply 

with applicable law or stricken if not so conformable, so as not to affect the 

validity or enforceability of this Agreement. 

IN WITNESS WHEREOF, the parties hereto h~ve caused thelr duly authorized 

representatives to execute this Agreement. 

ATTEST 

By: 

Arthur H. Dilly / 
Executive Secretary / 

APPROVED AS TO CONTENT: 

B y: ~ ~ S ~ /  
William H. ~unñingham 
President 

BOARD OF REGENTS, 
THE UNIVERSITY OF TEXAS SYSTEM 

Date: 

/ / ~ / 
AePROVED/~ TO ~9~~í: ,/ z 5 

~0 f~f~ee ~ e f- ~ené~al Courrsel 

/ 
PARKER KINETIC D~SIGNS, INC. 

~y ~-,o,~___~ 

/ 
/ 

President 

I 

(098/dahll) 

PARKER DRILLING COMPANY 

/ 

President 
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2. U. T. Health Science Center - San Antonio: Approval of 
Joint Venture Agreement with Rorer Group Inc., a 
Pennsylvania Corporation , and Gregory R. Mundy, M.D.-- 
Approval was glven to the Joint Venture Agreement set 
out on Pages 116 - 199 by and among The University of 
Texas Health Science Center at San Antonio, Rorer Group 
Inc., a Pennsylvania Corporation, and Gregory R. 
Mundy, M.D. 

Pursuant to Section 51.912 of the Texas Education Code 
and Part Two, Chapter V, Section 2.47 of the Regents' 
Rules and Regulations, the Board authorized Dr. Mundy 
to be employed as an officer by, serve asa director of, 
and hold equity in the corporation to be formed pursuant 
to this Joint Venture Agreement. The details of the 
terms of such employment, directorship and equity owner- 
ship shall be reported in accordance with Section 2.481, 
Chapter V, Part Two of the Regents' Rules and Regula- 
tions and Section 51.912(b) and (c) of the Texas Educa- 

Code. 

This joint venture will forma new corporation to iden- 
tify and isolate unique bone growth proteins, evaluate 
the effects of new and existing agents on bone formation 
in vivo, and develop delivery systems to concentrate 
bone growth factors at sites of bone damage. The new 
corporation will be formed under the laws of the State 
of Delaware with its principal office and facilities to 
be located in the metropolitan San Antonio, Texas, atea. 
Rorer will fund the corporation to the extent of $3.0 mil- 
lion for an initial three-year period. 

The University will allow Dr. Mundy to own an equity 
interest in and serve as an officer, board member and 
scientific director of the corporation. The University 
will receive ten percent of the capital stock of the 
corporation together with the right to appoint a member 
of the board of directors of the corporation and also 
will receive royalty income in accordance with this per- 
centage of stock ownership from the commercialization of 
any inventions resulting from the company research. 

The intent of the joint venture is not to supplant 
research efforts of the University, rather to accomplish 
specific market-oriented product development which is 
not feasible within the University setting. 
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JOINT VENTURE AGREEMENT 

among 

RORER GROUP INC. 

GREGORY R. MUNDY, M.D., Ph.D. 

and 

THE UNIVERSITY OF TEXAS 
HEALTH SCIENCE CENTER AT SAN ANTONIO 

a component institution 
of the University of Texas SysCem 

Dated: , 1988 
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JOINT VENTURE AGREEMENT 

THIS AGREEMENT is made this day of , i988 

by and among RORER GROUP INC., a Pennsylvania corpora~ion 

("Rorer"), GREGORY R. MUNDY M.D., Ph.D. ("Mundy") and THE 

UNIVERSITY OF TEXAS HEALTH SCIENCE CENTER AT SAN ANTONIO, a 

component ins~itution of the University of Texas System (the 

"University") (collectively, the University, Rorer and Mundy ate 

the "Parties" and eac~ a "Party") with reference to the following 

background: 

A. Rorer is itself and through subsidiary corpora~ions 

engaged in the business of researching, developing, producing and 

selling pharmaceutical products. Ir is interested in crea~ing 

novel drug delivery systems for the treatment of bone injuries, 

osteoporosis and metaboiic bone diseases. 

B. Mundy is an expert in the field of bone 

metabolism. He is a full time employee of the University. 

C. The Parties desire to enter into a joint venture 

pursuan~ to tris Agreement (the "Joint Venture") to conduc[ 

~esearch in bone metaDolism. The objectives cf the Join~ "Ten~u~e 

wiil be to crease novel drug de!ivery systems for [he zrea~men~ 

of bone injuries, oszeoporosis and metabolic bone diseases. 

In order to achieve these objectives, the Join~ Venti[e 

wil! (I) idenzify and iso!ate unique bone growth proteins; (2) 

test proteins or other factors supplied by other groups using ~ne 

ir vivo sys[ems deve!zDed by Rorer for their effects cn 
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osteoblast function in vivo; and (3) develop novel delivery 

systems to target bone growth factors to sites of bone damage 

(the "Joint Venture Business"). 

NOW, THEREFORE, in consideration of the respective 

covenants, represen~ations and warranties herein contained, and 

intending to be legally bound, the Parties agree as foliows: 

ARTICLE I - THE JOINT VENTURE 

i.i Exclusive Entity. The Parties shall forma 

corporation under the laws of ~he State of Delaware (the 

"Company"). :he Company shall constitute the exclusive entity 

for carrying on and conducting the Joint Venture Business, and 

nothing in this Agreement of in any exhibir to this Agreement is 

intended to create, of may be construed to create, any legal cr 

business relationship among the Parties other than as express!y 

contemplated by this Agreement, including, without iimitation, 

the relationship of principal and agent of partner, the existence 

of which is hereby expressly denied by each Party. 

1.2 PurDoses. The purpose of the Joint Venture snai" 

be Lo conduct :he Joint Venture Business through the Ccmpan'/. 

1.3 C!inica! Research. In the event that <he CcmDanv 

develops of creases a new chemicai enti<y, a new delive:v s;s-em 

of other know-how, whether patentable of not, the Company snall 

[etain Rorer, or its designee, to perform clinical researcn 

:e!ated to such know-hcw on zerms and ccnditions acceDtable -~ 
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Rorer and the Company. 

1.4 Management. The Company shall be managed by a 

Board of Directors consisting of six direct0rs, with the 

assistance of an Executive Committee consisting of 2 directors. 

Al1 action taken by the Board of Directors must be approved by ac 

least a majority of directors. 

1.5 Personnel. The Company shall enter into ah 

Empioymen~ Agreement in the form of Exhibir F hereto with 

Mundy. The Employment Agreement will provide that Mundy wi!i 

work in the Company not more than one full work day per week 

during the term of the Joint Venture. Mundy shall be entitled to 

compensation from the Company as provided in the Employment 

Agreement. In addition to Mundy, the Parties currently 

contemplate that the Company will employ before the end of the 

Company's first year of ope[ations three scientists, two 

technicians and one administrative assistant. 

1.6 Facilities. The Company shall conduct the Join< 

Venture Business in the metropolitan San Antonio, Texas, atea and 

the Parties expect the ComDany to lease space near the 

University. 

1.7 Non-ComDetition. 

1.7.i General. So long as Ro[er-and Mundv [emain 

stockhoide[s of the Company, neither Rorer no[ Mundy sha!i, 

direct!y o[ indi=ectly, unless acting with the prior consen< ~f 

the Boa¼d of Di[ecto[s of the ComDany, cwn, manage, cpe~ate, 
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join, control of participate in the ownership, management, 

operation, conduct of control of any business which competes witn 

the Joint Venture Business. 

1.7.2 Selling Stockholder. In the event ei~her Rorer 

of Mundy sell their respec~ive interests in the Company pursuan~ 

to Section 9.2 of 10.2 (the "Selling Stockholder"), the Sel!ing 

Stockholder shall no~, directly or indirectly, own, manage, 

operate, join, control of participate in the ownershiD, 

management, operation, conduct of control of any business wnich 

compe~es wi~h the Join~ Venture Business for three years except 

in accordance with license agreements existing at the time of the 

sale of the Selling Stockholder's interest. 

1.8 Confidentiality. Each Party hereto shall and shal" 

cause its employees and agents to maintain in confidence, nct to 

use for any purpose other than performance of the Joint Venture 

Business and not to disclose to any third person of en~ity any 

Know-How (as hereinafter defined) developed by the Joint Venture 

of licensed to the Joint Venture. For purposes of this Section, 

Know-How shali mean ail proprietary and trade secret technc'~gy, 

inc!uding deve!oDmenzs, discoveries, me~hods," zecnniques and 

other information whe~her of no~ oatentable, whicn is Dwned D'; a 

Par~y heredo and !icensed zo the Ccmpany of deveioDed c[ ~~za'nei 

in connec~~on., with this Joint Venture, but shall not inc ~', '-.ce 

information which: (a) is of becomes pubiic knowledge (th~~u~n ~~ 

fai!ure of a Party hereto to perform its cbligations hereu=de[,~: 
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(b) is in the future rightfully received by a Party hereto from a third 

person free from any obligation to keep ir confidential; (c) is approved 

by the Board of Directors of the Company for release, publication, dis- 

semination 3r use; or (d) is required by applicable law to be disclosed. 

1.9 Employment by the University. The Parties hereto acknowledge 

that Mundy is a member of the faculty at the University. Mundy agrees 

not to perform any services related to the Joint Venture Business in 

University facilities and not to perform for the University or any other 

person or entity other than the Company, any services related to the Joint 

Venture Business. 

ARTICLE II - THE COMPANY 

2.1 Certificate of Incorporation of the Company. Prior to the Closing 

(as hereinafter defined), Rorer will cause the Certificate of Incorporation 

of the Company in the form of Exhibit B hereto to be filed with the Delaware 

Secretary of Stateo 

2.2 Or~anization of the Company. The following corporate action shali he 

taken prior to or at the Closing: (a) adoption of the By-Laws of the Company 

in the form of Exhibit C hereto, (b) election of the persons listed in Exhibir 

D hereto as directors of the Company, (c) election of the persons listed in 
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Exhibir E hereto as members of the Executive Committee, (d) 

approval by the Board of Directors of the Research and 

Development Agreement in the form of Exhibir A hereto to be 

executed and delivered by Rorer and the Company, (e) 

au~horization by the Board of Directors of the issuance and 

delivery of capital stock pursuant to Article III hereof, and (f) 

such other ac~ion of the Company as is contemplated by this 

Agreement of as is deemed desirable by the Board of Directors. 

2.3 Fiscal Year. The fiscal year of the Company shali 

end on December 31 unless changed by the Board of Directors~ 

ARTICLE III - SUBSCR[PTIONS OF STOCK OF THE CQMPANY 

3.1 Authorized Stock. 

(a) Upon the filing with the Delaware Secretary of 

State of the Certificate of Incorporation as contemplated by 

Section 2.1 hereof, the authorized capital stock of the C=mpany 

will consist of (i) 500,000 shares of Common Stock, and (ii) 

100,000 shares of Convertible Preferred Stock. 

(b) The Certificate of IncorDoration shail Drcv!de 

for cumulative voting by the stockholders of the Commcn St~c~, 

and shali inciude Drovisions relating to the priorities as to 

div~dend and redemp~ion paymen~s~ the rign~s uDon l ' " " ..... 

the conversion and voting rights of the holders of the 

Convertible Preferred Stock, alias set fo~~h in Exhibir B 

hereto. 
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3.2 Rorer Subscription. Rorer hereby irrevocably 

subscribes for 100,000 shares of Common Stock of the Company, 

subject to and in accordance with the prDvisions of this 

Agreement, ata cash price of $.01 per share fora total cash 

purchase price of $i,000, plus additional consideration set ~or~n 

in Section 3.5 1 and to be paid as provided in Section 3.5.1. 

3.3 Mundy Subscription. Mundy hereby irrevocably 

subscribes for 80,000 sha[es of Common Stock of the Company, 

subject to and in accordance with the provisions of this 

Agreement, ata cash price of $.01 per share fora total cash 

purchase price of $800, plus additional consideration as set 

forth in Section 3.5.2 and to be paid as provided in Section 

3.5.2. 

3.4 University Subscription. The University hereby 

irrevocably subscribes for 20,000 shares of Common Stock of the 

Company, subject to and in accordarce with the provisions of this 

Agreement, ata cash price of $.01 per share fora total cash 

purchase price of $200, to be paid as provided in Sections 3.5.3. 

3.5 Payment of Stock Purchase Price. 

3.5.1 Payment by Ro:er. At the Closing, Rorer snali 

make the required payment for its Common Stcck purchases bv (a) 

paying S1,000 to the Company and (b) contributing to the C::Danv 

the equipment iisted on Schedule 3.5.1. 

3.5.2 Payment by Mundy. At the Closing, Mundy sha ~' 

make the :equired payment for bis Commcn Stcck purchases bv (~) 
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paying $800 to the Company and (b) contributing to the Company 

proprietary know-how and information owned by him relating to 

research in bone metabolism as set forth in Schedule 3.5.2. 

3.5.3 Payment by the University. At the Ciosing, the 

University shall make the required payment for its Comznon Stock 

purchases by (a) paying $200 to the Company (b) contributing to 

the Company proprietary know-how and information owned by the 

University and Mundy jointly as set forth in Schedule 3.5.2; and 

(c) providing all necessary consents to au~horize Mundy to carry 

out the terms of this Agreement. 

3.6 Investment Representations. The Parties understand 

that the shares of Common Stock which ate subscribed for hereby 

have not been registered of qualified under the Securities Ac: of 

1933, as amended (the "Act"), of under the securities laws of any 

state, nor is the Company under any obligation to so register of 

qualify such shares under the Act of such laws at some future 

date. Each Party hereto represents and warrants to the Company 

that the shares of Common Stock ate being acquired, and any 

snares of Convertible Preferred Stock which may be ourchased wii ~ 

be acquired, by such Par~y for investment and not with a view ~~ 

~~e distribution of resale tnereof except in compliance with any 

appiicable federal and scate securi~ies laws. The effec: :f :ne 

foregoing is that such shares musc be he!d indefinitely unless 

subsequently registered of qualified under the Act and/or :ne 

securities !aws of any state which may be applicab!e of unles3 ah 
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exemption from such registration of qualification is available. 

3.7 Certificate Le@end. The certificates representing 

the shares of the Common Stock and the shares of the Convertible 

Preferred Stock to be issued pursuant to this Agreement will bear 

the following legend: 

"This certificate of stock and the shares 
represented hereby may no~ be transferred 
except in accordance with the provisions of, 
and such shares are subject to certain 
purchase and sale rights as provided in a 
certain agreement among Rorer Group Inc., Dr. 
Gregory R. Mundy and The University of Texas 
Heal~h Science Cen~er at San Antonio, 
dated , 1988, and no transfer of such 
shares snail be made of shall be valid of 
effec~ive unnil the provisions of such 
agreemen~ have been me~ with respect to such 
transfer. A copy of such agreement, with 
amendments, ir any, is on file at the 
principal office of the corporation and will 
be furnished by the corporation to the holder 
hereof upon request and without charge." 

"The shares represented by this certificate 
have not been registered under the Securities 
Act of 1933, as amended. Such shares have 
been acquired for investment and may not be 
sold, transferred, pledged or hypothecated in 
the absence of an effective registration 
statement for such shares under the Securities 
Act of 1933, as amended, unless, in the 
oDinion (which shall be in form and substance 
sa~isfac~ory co nne corpo[ation) of counsel 
satisfactory to <ne corporation, such 
regis~ranion is not requi[ed." 

ARTICLE IV - CLOS[NG 

L 

4.1 Closin~. The ci_~sing (the "Closing") shall =a<e 

place at the offices o ; [ ], [ J t 

] at " 0 : 0 0  A.M. on , ~988, : :.-. s:c.-. 
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other date orat such other time and/or place as shall be 

mutuaily agreed upon in writing by the Parties. 

4.2 Instruments to be Delivered at Closing. At ~he 

Closing and subject to the terms and condi~ions herein con~ained: 

(a) The Company will deliver to Rorer the following: 

(i) a certificate of certificates for i00,000 

shares of Common Stock; and 

(ii) a duly executed counterpart of the Research 

and Development Agreement. 

(b) The Company will deliver to Mundy the following: 

(i) a certificate or certificates for 80,000 

shares of Common Stock; and 

(ii) a duly executed counterpart of the Emp!Gymen~ 

Agreement. 

(c) The Company will deliver to the University the 

following: 

(i) a certificate of certificates for 20,000 

shares of Common Stock. 

(d) Rorer will de!iver ~o the Company the ! 

(i) casn and properties referred to :n Secz!-n 

3.5.i in exchange for the Common Stock of zhe Ccmpan;; 

and 

(ii) a du!y executed counterpart of the Researcn 

and Development Agreemen~. 

~~~i..~ : (=)_ Mundy will de~iver- ~o. the ComDany. the fc! ..... 
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(i) cash and properties referred to in Section 

3.5.2 in exchan~e for the Common Stock of the Company; 

and 

(ii) a duly executed counterpart of the Employment 

Agreement. 

(f) The University will deliver to the Company the 

following: 

(i) cash referred to in Section 3.5.3 in exchange 

for the Common Stock of the Company. 

(ii) a copy of the consent of authorization 

contemplated by the Rules and Regulations of the Board 

of Regents of the University of Texas System to permit 

Mundy to carry out the duties and obligations hereunder. 

(iii) a letter from the UniveEsity of Texas System 

Office of General Counsel to the effect that all 

necessary consents by the University to authoEize Mundy 

to perform under this AgEeement have been obtained. 

ARTICLE V - REPRESENTATIONS AND WARRANTIES 

5.1 Repre$entations and Warranties of Rorer. Rorer 

represents and warrants to Mundy and the Univirsity as follows: 

5.1.i Organization, Power and Standing. Rorer is a 

corporation duly organized, validly existing and in good standing 

under the laws of the Commonwealth of Pennsylvania and has all 

necessary corporate poweE and authority to own its properties and 
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to carry on its business as now owned and operated by ir. 

5.1.2 Authority. Rorer has full corporate power and 

lawful authority to execute and deliver this Agreement and the 

Research and Development Agreement, and to consummate and perform 

the transactions contempla~ed hereby and thereby. The execu~ion 

and delivery of tnis Agreement and the Research and Deve!opmen~ 

Agreement by Rorer and the consummation and performance by Rorer 

of the transactions contemplated hereby and thereby have been 

duly and validly authorized by all necessary corporate and other 

proceedings; and ~his Agreement and the Research and Development 

Agreement shall, when executed and delivered on behalf of Rorer, 

constitute the valid obligations of Rorer, legally binding upon 

it in accordance with their terms. 

5.1.3 Compliance. No approval or consent of any 

federal, state, county, local or other governmental agency of 

body is required in connection with the execution, delivery, 

consummation and performance by Rorer of this Agreement and the 

Research and Development Agreemen~. The execution, delivery, 

consummation and performance by Rorer of this Agreement and the 

Research and Development Agreement will not conflict wi=h cr 

resuit in the breacn of violation of any term or provision of, of 

constizute a defaui~ under, zhe Certificate of Inccrpora=ion of 

By-Laws of Rorer, and will not conflict with of result int~e 

breach or viola~ion of any material term of prcvision of, c[ 

constitute a material default under, any statute, inden=ure, 
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mortgage, deed of trust, note agreement of other agreement of 

instrument to which Rorer is a party of by which Rorer is bound, 

of any law, order, writ, injunc~ion, decree, rule or regulation 

of any court of any governmental agency of body. 

5.2 Representations and Warranties of Mundy. Mundy 

represents and warran~s to Rorer and the University as follows: 

5.2.1 Authority. Mundy has full power and lawfui 

authority to execute and deliver this Agreement and the 

Employment Agreement and to consummate and perform the 

transactions contemplated hereby and thereby. This Agreemena and 

the Employment Agreement shall, when executed and delivered on 

behalf of Mundy, constitute the valid obligations of Mundy, 

legally binding upon him in accordance with their terms. 

5.2.2 Compliance. Ne approval or consent of any 

federal, state, other than the University, county, local of o~her 

governmental agency of body or any individual, corporation of 

other entity is required in connection with the execution, 

delivery, consummation and performance by Mundy of this Agreemen~ 

and the Employment Agreement. The execucion, delivery, 

consummation and performance by Mundy of this Agreemenc and the 

Employmen~ Agreemen~ wili not conflict with of resuit in the 

breacn of violation of any :erm of provision of, of ccns:i:u:e a 

default under, any agreement of instrument to which Mundy is a 

party of by which Mundy is bound (including, without limi~a:i::, 

the emp!oyment agreemen: between Mundy and the Universi~'/ ah! anv 
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contracts or agreements relating to research grants), or any law, order, 

writ, injunction, decree, rule or regulation of any court or any 

governmental agency of body. Mundy shall fully comply with all 

reporting requirements concerning the Joint Venture Business applicable 

to University employees resulting frem State law or University 

regulation. 

5.3 Representations and Warranties of the Universíty. The 

University represents and warrants to Rorer and Mundy as follows: 

5.3.1 Authority. The University has full power and lawful 

authority to execute and deliver this Agreement and to consummate and 

perform the transactions contemplated hereby. This Agreement shall, 

when executed and delivered on behalf of the University, constitute the 

valid obligations of the University, legally binding upon it in 

accordance with its terms. 

5.3.2 Compliance. No approval of consent of any federal, state, 

county, local or other governmental agency or body or any individual 

corporation or other entity is required in connection with the 

execution, delivery, consummation and performance by the University of 

this Agreement. The execution, delivery, consummation and performance 

by the University of this Agreement will not conflict with or result in 

the breach or violation of any term or provision of, or constitute a 

default under, any agreement or instrument to which the University is a 

party or by which the University is bound, or any law, order, writ, 

injunction, decree, rule of regulation of any court or any governmental 

agency of body. 

5.4 Dama~es. Each of the Parties shall be liable for 
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damages to the other Parties for any material breach of its of 

bis representations, warranties and covenants which results in a 

failule to perform under this Agreement. This provision shail 

apply to the Universi~y only to the extent authorized by the 

Constitu~ion and the laws of the State of Texas. 

ARTICLE VI - CONDiTIONS PRECEDENT TO CLOSING 

6.1 Conditions Precedent to the Obliqations of Rorer. 

Al1 obligations of Rorer under this Agreement ate subjecz to the 

fulfillment of satisfaction, p~~~~ to of at the Closing, of each 

of the following conditions precedent (any of which may be waived 

in writing in whole of in part by Rorer): 

6.1.1 Performance of Conditions. Mundy and the 

University shall have performed and complied with all agreements 

and conditions required by this Agreement to be performed of 

complied with by them prior to of at the Closing. 

6.1.2 Employment Agreement. Mundy and Che Company 

shall have executed and deliverad the Employment Agreement. 

6.1.3 Research and DeveloDment Agreement. The Companv 

shal! have executed and delivered the Researc~ and Deve!cpmenc 

Agreemenc. 

6.i.4 Certifica~e of Incorporation and By-Laws of =he 

Company. The Certificate of !ncorporation of the Company shail 

conform zo Exhibir B and its By-Laws shall conform to Exhibic C. 

ó.i.5 Organizati~n el the C~mpany. The Companv shali 
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have been organized in accordance with Section 2.2 and its Board 

of Directors shall have taken all of the actions referred to in 

that Section. 

6.1.6 Approval of Counsel. All actions, proceedings, 

resolu~ions, instruments and documents required to carry out this 

Agreement or incidental hereto, including appropriate releases 

and waivers from the National Ins~itute of Health and any agency 

with possible claims to Mundy's proprietary know-how and 

information, and all other related legal matters shall have been 

approved on or before the Closing Date by Morgan, Lewis & 

Bockius, counsel to Rorer, in the exercise of its reasonable 

judgment. 

6.2 Conditions Precedent to the Obligations of Mundy. 

Al1 obligations of Mundy under this Agreement ate subject to the 

fulfillment of satisfaction, prior to orat the Closing, of each 

of the following conditions precedent (any of which may be walved 

in writing in whole of in part by Mundy): 

6.2.1 Performance of Conditions. Rorer and the 

University shall have performed and complied with all agreemen=~ 

and conditions required by this Agreemen~ to'be performed c= 

compiied with by them prior to of a~ the Closing. 

6.2.2 Researc~ and Deve!oDment A@reement. Rore= ani 

the Company shall have executed and delivered the Research and 

Developmen~ Agreemen~. 

6.2.3 Employment Agreement. The Company shall have 
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executed and delivered the Employment Agreement. 

6.2.4 Certificate of Incorporation and By-Laws of the 

Company. The Certificate of the Company shall conform to Exhibir 

B and its By-Laws shall conform to Exhibir C. 

6.2.5 Or~anization of the Company. The Company shall 

have been organized in accordance with Section 2.2 and its Board 

of Directors shall have taken all of the actions referred to in 

that Section. 

6.2.6 Approval of Counsel. Al1 actions, proceedings, 

resolutions, instruments and documents required to carry out this 

Agreement of incidental hereto and all other related legal 

matters shall have been approved on of before the Closing Date 

by , counsel to Mundy, in the exercise of its 

reasonable judgment. 

6.3 Condition Precedent to the Obligations of the 

University. Al1 obligations of the University under this 

Agreement ate subject to the fulfillment of satisfaction, prior 

to of at the Closing, of each of the following conditions 

precedent (any of which may be waived in writing in whcie er in 

part by the University): 

6.3.1 Performance off Conditions. Mundy and Rore[ sha!l 

have perfformed and compiied wizh ail agreements and conditi:ns 

required by this Agreement to be performed of complied with bv 

them pcior to of at the C13sing. 

6.3.2 Emp!oyment Agreement. Mundy and the Cempany 
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shall have executed and delivered the Employment Agreement. 

6.3.3 Research and Deve!opment Agreement. Rorer and 

the Company shall have executed and delivered the Research and 

Development Agreement. 

6.3.4 Certificate of Incorporation and By-Laws of th~ 

Company. The Certificate of Incorporation of the Company sha!l 

conform to Exhibir B and its By-Laws shall conform to Exhibir C. 

6.3.5 Or@anization of the Company. The Company sha!l 

have been organized in accordance with Section 2.2 and its Board 

of Directors shall have taken all of the actions referred to in 

that Section. 

6.3.6 Approval of Counsel. Al1 actions, proceedings, 

resolutions, instruments and documents required to carry out this 

Agreement or incidental hereto, including appropriate releases 

and waivers from the National Institute of Health and any agency 

with possible claims to Mundy's proprietary know-how and 

information, and all other related legal matters shall have been 

approved on of before the Closing Date by the University of Texas 

System Office of General Counsel, or its designee, in the 

exercise of its reasonable judgment. 

ARTICLE VII- FUTURE FINANC[NG 

7.1 Third-Party Financing. After the Closing, the 

Company sha!l exert its bes~ efforts to ob~ain deb~ financ!ng as 

may be needed by the Company in excess of the payment fr~m Rcrer 
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under the Research and Development Agreement from one or more 

third parties on a reasonable basis and for the maximum amount of 

debt which it is reasonable under the circumstances for the 

Company to service as determined by the Executive Committee. 

Such third-party financing shall be without recourse, directly of 

indirectly, to any of the Parties. 

7.2 Additional Investment by Rorero To the extent that 

funds, in addition to those provided by Rorer under the Research 

and Development Agreement and those available from third parties, 

ate required to develop and operate the Joint Venture Business, 

Rorer may, upon request by the Board of DiEectors of the Company, 

and in Rorer'$ sole discretion, provide up to $5 million 

additional financing to the Company in exchanqe for shares of 

Convertible Preferred Stock of the Company which, ir converted, 

would equal one percent (1%) of the outstanding shares of Common 

Stock of the Company roe each $1 million of financing provided by 

Rorer pursuant to this Section 7.2. 

ARTICLE VIII - ARBITRATION 

8.1 Arbitration. 

(a) Al1 disputes, controversies of claims arising 

out of of related to (i) the interpretation or enfoEcement of 

this Agreement, (ii) any agreement contemplated hereby, (iii) any 

breach, termination of claim of invalidity of this Agreement of 

other agreements contemplated hereby, of (ir) any deadlock of the 

- 1 3 8 -  Z 7 3 Z  



m i H n i m m m - . m v m  | m u 

Board of Directors with respect to the conductor operation of 

the Company, except with respect to an amendment to this 

Agreement or to any agreement contemplated hereby, shall be 

settled fina!ly and without resort to any legal proceedings 

(except for the enforcement of the arbitral award) by arbitration 

conducted in accordance with the provisions of Section 8.l(b) 

heEeof. The arbitrator shall resolve all deadlocks of the Board 

of Directors by determining the course of action which is in the 

best business interests of the Joint Venture. Ir any Party 

believes that a deadlock which has been referred to arbitration 

by another Party cannot of should not be resolved by en 

arbitrator's determination as to course of action because it is 

too subjective, such Party may request that the arbitrator refuse 

te arbitrate such deadlock on the grounds that ir is not 

appropEiate for arbitration under this Section 8.1 and the 

arbitrator may refuse to arbitrate on such grounds. 

Notwithstanding the foregoing, the remedy at law for any 

breach of the provisions of Articles VIII, IX and X of this 

Agreement is acknowledged by the Parties to be inadequate, and an 

aggrieved party seekin~ relief of remedies for such a breach 

shall have the riqht and is hereby granted the privilege, in 

addition to all other remedies at law of in equity, to temporary 

of permanent injunctive relief without the necessity of proving 

actual damage. 

(b) Arbitrations under this Section 8.1 shall be 
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conducted before a single arbitrator in accordance with the 

Commercial Arbitration Rules of the American Arbitration 

Association (the "AAA"), in Philadelphia, Penngylvania. The 

arbitrator shall be  selected pursuant to the following 

procedure. The Party demanding arbitration shall gire written 

notice to the other Parties of t•e demand for arbitration, which 

notice shall specify in reasonable detail the nature of the 

dispute. Within ten days following notice as afoEesaid, the 

Parties shall advise the AAA as to the general nature of the 

dispute, and shall request the AAA to provide a list of four 

qualified arbitrators. Within five days following receipt of the 

list of arbitrators from the AAA, the Party demandinq arbitration 

shall strike the name of one arbitrator. Each Party shall then, 

in turn, have five days within which to strike the name of one 

arbitrator, until the name of one arbitrator shall remain. The 

last remaining arbitrator shall arbitrate the dispute between the 

Parties. The foregoing procedure shall be completed within 15 

days following receipt of the list of arbitrators from the AAA. 

Al1 decisions of the arbitrator as to whether a 

particular deadlock is too subjective for arbitration, as well as 

a11 decisions of the arbitrator resolving deadlocks, disputes, 

controversies, of claims shall be final and binding upon the 

stockholders of the Company both as to law and to fact and shall 

be enforceable at law of in equity by any court of competent 

jurisdiction. Once ah issue has been arbitrated pursuant hereto 
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or determined to be too subjective for arbitration pursuant 

hereto, the decision of the arbitrator shall be res ~udicata with 

respect to such issue. 

The stockholders of the Company shall take whatever 

steps may be necessary to have the decision of the arbitrator 

carried out. Unless such failure is waived in writing by other 

Parties to the arbitration, any Party failing to cooperate of 

failing to abide by the arbitrator's decision(s) with respect to 

a deadlock of the Board o~ DiEectors shall be deemed to terminate 

the Joint Venture as set forth in Section 10.2 hereof, but shall 

in no event be liable for damages to such other Parties, it being 

the intention of the Parties that the so!e consequence of such a 

failure to cooperate of to abide by the arbitrator's decision is 

the activation of the buy-se11 provision of Section 10.2 

hereof. Notwithstanding the fouegoing, fEom the date hereof 

through three full fiscal yeaEs of the Company commencing on the 

date of the Closing, the Parties shall abide by the arbitrator's 

decision Of be liable for damages and injunctive relief. 

The Parties agree to cooperate with each other in 

causing the arbitration to be held in as efficient and 

expeditious a manner as practicable and in this connection to 

furnish such documents and make available such of their 

respective personnel as the arbitrator may request. 

(c) Ali lees and expenses attributable to the 

conduce of arbitration pursuant to this Section 8.1 shall be paid 
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by the Company; provided, however, that each Party to the 

arbitration shall bear ira own legal expenses. Notwithstanding 

the foregoing Arbitration provisions, the University shall have 

the right and privilege to seek remedies in the courts. 

ARTICLE IX - RESTRICTIONS ON DiSPOSITION OF COMPANY STOCK 

9.1 General Restrictions. None of the Parties shall 

sell, transfer, assign, pledge of otherwise alienate ("transfer") 

any of the shares of the Company's capital stock except in 

accordance with the provisions of this Article IX, and any 

transfer not in accordance with this Article IX shall be null and 

void. 

9.2 Permitted Transfers to Third Persona. 

(a) Rorer may transfer any of a11 sharea of Common 

Stock and Converüible Preference Stock to any wholly-owned, 

director indirect, subsidiary thereof. 

(b) Any Party may transfer a11, but not 1esa than all, 

shares of the stock held by ir of him to a third person, only 

upon satisfaction of the following conditions and in accordance 

with the following provisions: 

(I) The stock to be sold shall have been offered 

rOE sale to the non-transferring Parties (the 

"offerees") by written offer setting forth the price and 

the terms and conditions of the propoaed sale to a third 

person and the name and address of the proapective 
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purchaser. The offer shall provide that the offerees 

may purchase the offered stock at the same price and on 

the same terms and conditions as the proposed sale 

described in the offer. 

(2) Within 60 days after the receipt of such 

offer, the offerees may elect to purchase the offered 

stock and shall gire notice of acceptance of the offer 

to the offering party. Such notice shall specify a 

date, time and place for the stock closing which shail 

not be more than 90 days after the date of notice of 

acceptance of the offer. Ir more than one offeree 

desires to purchase the shares held by the offering 

party, the offerees shall purchase the shares of the 

offering party on the basis of their proportiona~e 

ownersh~p of the Company Common Stock. 

(3) Within 60 days after the receipt of such 

offer, the offerees may ccnsent to the sale of the s~ock 

of the offering party to the third person named in the 

offer at the same Drice and on the same terms and 

conditions as the proDosed sale described in the c::e~ 

and shail gire no~ice of such consen~ to the offe~in: 

D a  r :y. 

(4) in the even~ that the offerees have nc: g uen 

nctlce of their election pursuant to ~his Sect:-. 9 ~(bl 

:o the offerinc parzy wi~hin 60 days after the =ece~=: 
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of such offer, the offerees shall be deemed to have 

consented to the sale of the stock of the offering party 

to the third person named in the offer at the same price 

and on the same terms and conditions as the proposed 

sale described in the offer. 

(5) Ir the sale to a third person contemplated by 

Sections 9.2(b)(3) and 9.2(b)(4) hereof is not completed 

within 90 days of notice to the offering party of the 

consent of deemed consent, as the case may be, of the 

offerees to such sale, the offering party shall no 

longer be free to sell the stock pursuant hereto and 

must again comply with the procedures set forth in tnis 

Section 9.2(b) prior to transferring its stock to a 

third person. 

(c) As used herein, "Permitted Transferee" sha!i mean 

any person to whom stock may be transferred under the terms of 

this Section 9.2. Before stock may be transferred pursuant to 

Section 9.2(a) of 9.2(b) hereof to a Permitted Transferee, the 

party desiring to make such transfer shali deliver to the c~her 

stockhoiders and the Company in form and substance sa~isfac~~:v 

to the Company and sucn o~her parties in the ezercise of =nei= 

:easonaDle judgmen=, the agreement o~ such Permi~:ed Transferee 

to be bound by the terms and conditions of this Agreemen~. Anv 

trans~er pursuan~ to Section 9.2(a) hereof shall not affec~ ::e 

=ights and obligations under this Agreement of the transfer==. 
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(d) Notwithstanding the foregoing, the Parties may 

agree in writing to permit the transfer of any of all shares of 

the Common Stock and the Convertible Preference Stock UDOn the 

terms and conditions set forth in such written agreemen~ among 

the Parties. 

9.3 Voluntary Transfers Among the Parties and the 

Company. The Parties may transfer their shares of Common Stock 

and Convertible Preferred Stock to each other or the Company upon 

such terms and conditions as the Parties may agree. 

ART!CLE X - TERMINATION OF JOINT VENTURE 

i0.i Unilateral Termination. At any time after the end 

of three full fiscal years of the Company commencing the date of 

the Closing of the termination of the Research and Developmenz 

Agreement, whichever occurs later, either Mundy of Rorer, in its 

of bis sole discretion, may elect to terminate the Join~ Venture. 

10.2 Buv-Sell Option. In the event that either Mundy 

of Rorer elects of is deemed to have elected to terminate zhe 

Joint Venture, the fol!owing Drocedure shall be followed: 

(a) The Party eiecting to terminate the Joinz Venzure 

(the "Initiating Party") shall state in writing the price oer 

share of Compon SzocK at which ir of he snall, a~ t~e cDzi:n of 

the other s~ockhoiders (the "Responding Parties"), ei:her sell 

all, but noE less than al!, of its of bis Ccmmon Stock of buy 

a!l, buz not !ess ~han a!i, of the Common Stock of the Respcnii~c 
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Parties, such sale of purchase to be on the terms set forth in 

Section I0.2(c) hereof; provided, however, that ir a Party is 

deemed to have elected to terminate the Joint Venture and such 

Party does not state a price for the Common Stock as required 

hereby, the price of the Common Stock for the purposes of thls 

Section 10.2(a) shall be the Dook value of the Common Stock ~s of 

the end of the fiscal year ended immediately preceding the date 

on which such Party is deemed to have elected to terminate the 

Joint Venture, as shown on the Company's balance sheet audited by 

the Company's regular independent certified public accountants. 

(b) The Responding Parties shall have a period of I00 

days after receipt of written notice from the Initiating Party 

within which to notify the Initiating Party whether they shall 

purchase the shares of the Initiating Party of sell their shares 

to the Initiating Party. Ir more than one Responding Party 

desires to purchase the shares held by the Initiating Party, the 

Responding Parties shall purchase the shares of the Initiating 

Party on the basis of their proportionate ownership of the 

Company Common Stock. 

(c) Payment for the purchase of shares sold in 

accordance with this Section 10.2 shall be made in cash of by 

bank check at the closing of the purcnase and sale, whicn shail 

occur no later than 90 days after the receipt of notice frcm t~e 

Responding Parties. 

(d) The purchaser of the shares of Com/non Stock 
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pursuant to this Section 10.2 shall, simultaneously with such 

purchase, purchase of cause to be repurchased by the Company, on 

the terms described in $ection i0.2(c) hereo£, all Convertible 

Preferred Stock owned by the selling party at the same price as 

the Common Stock. 

ARTICLE XI - MISCELLANEOUS PROVISIONS 

Ii.i Access. 

(a) After the consummation of the transactions herein 

contemplated, for so long as any of the Parties of a Permitted 

Transferee owns shares of the Common Stock, the PaEties and such 

permitted Transferee and their agents shall have access at any 

reasonable time to all books of account and records of the 

Company, shall have the right to make copies thereof and to make 

reasonable inspections of the properties and assets of the 

Company and its subsidiaries. 

11.20ther A~reements. 

Company will enter into a number 

The Parties acknowledge that the 

of agreements contemplated 

hereby, whlch will be attached as exhibits hereto. The Parties 

further acknowledge and agree that a Party while not bound by the 

terms of agreements contemplated hereby to which such Party is 

nota signatory, shall not object to the teEms of any such 

agreements. 

11.3 

(a) 

other PaEties 

Brokers' and Finders' Fees. 

Each of the Parties represents and waErants to the 

that all negotiations relative to this Agreement 
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have been carried on by ir of him directly witbout the 

intervention of any person, firm, corporation of entity who of 

which may be entitled to any. brokerage fea, finders' fee of other 

commission in respect of the execution of this Agreement of the 

consummation of the transactions contemplated hereby, and such 

Party shall indemnify and hold the other Parties and the Company 

harmless against any and all claims, losses, liabilities of 

expenses which may be asserted against the other Parties of the 

Company of any affiliate thereof asa result of such Party's or 

any of its affiliates' dealings, arrangements of agreements with 

any such person, firm, corporation of entity. This hold harmless 

provision shall apply to the University only to the extenc 

authorized by the Constitution and the laws of the state of 

Texas. 

11.4 Expenses. Except as provided in Sections 5.4 and 

8.1, all lees and expenses incidental to the consummation of the 

transactions contemplated by this Agreement shall be paid by the 

Company; provided, however, that each Party to this Agreement 

shall be responsible for the lees and disbursements of its 

attorneys and accountants in connection with "their respective 

services on behalf of each Party. 

11.5 Further Assurances. Subject to the terms and 

conditions herein provided, each of the Parties shall use its of 

bis best efforts to take, of cause to be taken, such action to 

execute and de!iver, or cause t3 be executed and delivered, such 
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additional documents and instruments and to do, or cause to be 

done, all things necessary, proper of advisable under the 

provisions of this Agreement and under applicable laws to 

consummate and make effective the transactions contemplated by 

this Agreement. 

ii.6 Entire Agreement. This Agreement sets forth the 

entire understanding of the Parties with respect to the 

contemplated transactions. It shall not be changed of terminated 

orally; and no change of termination hereof shall be effective 

unless in writing and signed by the Parties. Al1 

representatiohs, warranties, covenants and agreements of the 

Parties contained in this Agreement shall survive the Closing. 

Any and all previous agreements and understandings between or 

among any of all of the Parties regarding the subject matter 

hereof, whether written of oral, a~e superseded by this 

Agreement. 

11.7 Assi~nment and Binding Effect. Except as set 

forth in Article IX hereof, this Agreement may not be assigned by 

any Party hereto without the prior written consent of the othe: 

Parties. Al1 of the terms and provisions of this Agreement s~ali 

be binding upon and inure to the benefit of and be enforceabie by 

the respective permitted successors and assigns of the Parties. 

No such assignment shall release the assigning Party from its of 

his obligations hereunder. 

ii.8 Waiver. Any term of provision of this Agreemen: 
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may be waived at any time by the Party entitled to the benefit 

thereof, but only by a written instrument executed by such Party 

of a duly authorized officer of any such Par ty hereto. 

11.9 No Partnership of Agency Relationship. Nothing 

contained in this Agreement, of otherwise shall be construed as 

establishing a partnership of agency relationship of rendering 

any Party hereto liable for the actions of inactions of another 

Party hereto. 

ii.i0 Notices. Any notice, request, demand, waiver, 

consent, approval, of other communication which is required of 

permitted hereunder shall be in writing and shall be deemed given 

only ir delivered personally of sent by registered of certified 

mail, postage prepaid as follows: 

If to Rorer, to: 

With required copies to: 

Ir to Mundy, to: 

With required copies to: 
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I£ to the University, to: 

With required copies to: 

or to such other address as the addressee may have specified in a 

notice duly given to the sender as provided herein. Such notice, 

request, demand, waiver, consent, approval of other communication 

will be deemed to have been given as of the date so delivered (in 

case of personal delivery) OE five calendar days after being 

mailed. 

l l o l l  G o v e r n i n q  Law. T h i s  l ~ j r e e l e n t  and  a l l  a g r e e m e n t s  

a t t a c h e d  h e r e t o  a s  e x h i b i t s  s h a l l  be  l n t e r p r e t e d  i n  a c c o r d a n c e  

w i t h  t h e  l a w s  o f  t h e  S t a t e  o f  D e l a w a r e ,  u n l e s s  a n y  a g r e e m e n t  

a t t a c h e d  h e r e t o  a s  an  e x h i b i t  s h a l l  o t h e r w i s e  s p e c i f i c a l l y  

p r o v i d e .  

1 1 . 1 2  No B e n e f i t  t o  O t h e r s .  The r e p r e s e n t a t i o n s ,  

w a r r a n t i e s , ,  c o v e n a n t s  and  a q r e e m e n t s  c o n t a i n e d  in  t h i s  Agreemen t  

ate for the sole benefit of the Parties and their successors and 

assigns, and they shall not be construed as conferring and are 

not intended to confer any rights on any other persons. 

1]..13 Section Headings and Gender. Al1 section 

headings and the use of a particular gender ate for convenience 

only and shall in no way modify of restrict any of the terms or 
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provisions hereof. 

ll.14 Counterparts. This Agreement may be executed in 

two or more counterparts, eách of which shall be deemed an 

original, and each of the Parties may become a party hereto by 

executing a counterpart hereof. This Agreement and any 

counterpart so executed shall be deemed to be one and the same 

instrument. Ir shall not be necessary in making proof of this 

Agreement or any counterpart hereof to produce of account for any 

of the other counterparts. 

IN WITNESS WHEREOF, the Parties hereto, intending to be 

legally bound hereby, have duly executed this Agreement as of the 

day and year first written above. 

(Corporate Seal) RORER GROUP INC. 

Attest: 

By: By: 

Wi~ness Gregory R. Mundy 
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Attest: BOARD OF REGENTS OF 
THE UNIVERSITY OF TEXAS SYSTEM 

By: 
Executive Secretary 

By: 
Charles B. Mullins, M.D. 

Executive Vice Chancellor 
for Health Affairs 

Approved as to Form: Approved as to Content: 

By: 
Dudley R. Dobie, Jr., Attorney 
Office of General Counsel 
The University of Texas System 

By: 
John P. Howe, III, M.D. 
President, The University 

of Texas Health Science 
Center at San Antonio 

Approved by Counsel for Rorer Group Inc. of the arbitration provision 
contained in Section 8.1 of this Agreement. 

Morgan, Lewis & Bockius 

By: 

Approved by counsel for Gregory R. Mundy, M.D., Ph.D. of the arbitration 
provision contained in Section 8.1 of this Agreement. 

By : 
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EXHIBIT A 

RESEARCH AND DEVELOPMENT AGREEMENT 

THIS RESEARCH AND DEVELOPMENT AGREEMENT, dated as of the 
day of , 1988, between RORER GROUP INC., a 

Pennsylvania corporation ("Rorer"), and 
a Delaware corporation formed pursuant to a Joint Venture Agreement 
dated , 1988 between Rorer, Gregory R. 
Mundy, M.D., Ph.D. ("Mundy") and The University of Texas Health Science 
Center at San Antonio (the "University") (the "Joint Venture Company"). 

RE C I TALS 

A. Rorer is itself and through subsidiary corporations 
engaged in the business of researching, developing, producing and 
selling pharmaceutical products. Ir is ínterested in creating novel 
drug delivery systems for the treatment of bone injuries, osteoporosis 
and metabolic bone diseases. 

B. The Joint Venture Company was formed to continue and 
further the research done by Mundy in the field of bone metabolism. 

C. Rorer and the Joint Venture Company desire to enter into 
this Agreement pursuant to which the Joint Venture Company will 
undertake research services described below on behalf of Rorer. 

NOW, THEREFORE, in consideration of the mutual covenants and 
agreements herein contained, and intended to be legally bound hereby, 

the parties hereto agree as follows: 

i. Research and Development Services. 

I.i. During the Term (as defined in Section 3.1 below) of 
this Agreement, the Joint Venture Company shall provide to Rorer on the 
terms and conditions set forth herein (the "Services") relating to Joint 
Venture Business as defined in the Joint Venture Agreement (the 
"Services"). 
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1.2. The Joint Venture Cc~pany shall provide or cause to be 
provided all facilities, equipment and personnel necessary to render the 
Services, shall conduct the research and development in a diligent 
manner and shall use its best efforts to provide the Sez~vices. During 
the Term of this Agreement, the Joint Venture Ccrapany shall not without 
the written con=-~-nt of Rorer perform or p~ovide consulting, research and 
development services for itself or for any other person, firm or 
corporation. 

2. Payment for Services. 

2.1. Rorer will pay, as ccm~ensation for the Services to be 
rendered by the Joint Venture Cc~pany, $I,000,000 per year during the 
Term of t/%is Agreement. 

2.2. The annual c~~~ensation of $i,000,000 referred to Ln 
Section 2.1 above shall be paid to the Joint Venture Ccmlpany in [four 
equal cf~arterly inst~llments]. Upon the request of the Joint Venture 
Cc~pany and in Rorer's sole discretion, Rorer may accelerate payment of 
the [q~arterly installments] and payment of other ~ t i o n  not yet 
done. 

3. Term. 

3. i. The Term of this Agreememt shall include the original 
term which shall ccmmence as of the date first above written and 
continue for t_hree years, ar~ any extensions pursuant to Sections 3.2, 
3.3 and 3.5 belcw. 

3.2 After the second anniversary of the date first above 
written, either P~rer or the Joint Venture Cc~pany may termim~te this 
Agreement upon one year's written notice to the other party unless this 
Agreement has been extended in accorcL~~ce wi~b Section 3.3 below. If 
this Agreement is not terminated in accordance with the preceding 
se.ntence, this Agreement shall autcrnatically be extended for 2 years. 

3.3 If any time the Joint Venture Ccr~Dany develops, creates 
of produces a new patentable chemical entity, or a new patentable 
delivery syst~n, this Agreement shal] autcmatically be extended for ~m 
additional term of 3 years. One year prior to the expiration of such 
extension, either party may terminate this Agreement upon one year's 
written notice to the other party. Ir this Agreement is not terminated 
in accordance with the preceding 
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sentence, this Agreement shall automatically be extended for 2 
years. 

3.4. In no event shall the Term of this Agreement be 
extended at any one time for more than 3 years. 

3.5. Notwithstanding any other provision in this 
Agreement, the Term of this Agreement may be extended by the 
mutual consent of the parties. 

4. ReDorts and Records. 

4.1. The Joint Venture Company shall keep and 
maintain, in accordance with generally accepted accounting 
principles and practices consistently applied, proper, accurate 
and complete records and books of account. The Joint Venture 
Company agrees to provide Rorer and any agent, employee, 
accountant, attorney of other representative of Rotor, at any 
time and from time to time during and after the Term of this 
Agreement~ access to, and to permit the inspection, examination 
and copying of: any such records and books. 

4.2. The Join% Venture Company shall provide 
[quarterly reports] to Rorer concerning the status and result of 
the research conducted by ir. 

4.3. During the Term of this Agreement, Rorer's 
employees, agents and representatives shall have access to the 
Joint Venture Company at mutually agreed upon times for 
disclosure of all information that is the subject of this 
Agreement. 

5. Qw~~rshiD. License and Royaltv. 

5.1. All patents, inventions, discoveries, 
copyrights, trade secrets, know-how, and other intellectual 
property created, developed, conceived or reduced to practice by 
the Joint Venture Company or any of its scientists, employees or 
agents on behalf of the Joint Venture Company during the Term of 
this Agreement shall be owned by the Joint Venture Company. 

5.2. Rorer is hereby granted a right of first 
refusal to obtain an exclusive license from the Joint Venture 
Company for any patents and know-how owned by the Joint Venture 
Company. The license shall be a worldwide license and shall be 
for the life of the patent. The License Agreement shall be as 
set forth in Exhibir B hereto which provides, among other things, 
for royalty payments to the Joint Venture Company, Mundy and the 
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University in amounts equal to 5%, 4% and I%, respectively, of Annual 
Sales (as defined in the License Agreement) per year. 

6. Ccmpliance with Laws; Insurance; Taxes. 

6.1. The Joint Venture C~~~any covenants and agrees that 
it will cc~ply in all respects with all laws, rules, requlations and 
orders applicable to ir. Without limiting the generality of the 
foregoing, the Joint Venture Cc~pany agrees that it will not infringe 
any United States or foreign patent or copyright in favor of any tkuird 
party in connection with the performance of its obligations under this 
Agre~ent. 

6.2. The Joint Venture C~~~any, at its expense, shall at 
all times during the Term of this Agreement maintain property damage, 
cc~prehensive general liability and other insurance custcm~nry in the 
business of the Joint Ve_nture C~~%~ny. In addition, the Joint Venture 
Ccm~pany shall purchase and maintain insurance to ~~~~d agaJ_nst any risks 
that might deprive the Joint Venture Ccmpany of the continued services 
of Mundy. The Joint Venture Ccr~Dany shall give P~rer immediate notice 
of any suit, action or proceeding filed, or prmmpt notice of any claim 
made, against the Joint Venture C~~~any arising out of the performance 
of this Agreement, the risk of which is then uninsured or in which the 
amount claimed exceeds the amount of any applicable insurance coverage. 

6.3. The Joint Venture ~ y ,  at its expense, shall pay 
all federal, state and local taxes, including, without limitation, 
inccm~, sales, use, excise and similar taxes, assessed against or 
relating to this Agre~nent, the amounts paid or payable by Rorer 
hereunder or assessed against or reiating to the business of the Joint 
Venture Cc~pany and for which the Joint Venture Ccmpany is liable 
directly or indirectly. 

7. Technical Assistance; Patent A~lications. 

7. i. The Joint Venture Cc~pany shall at any time and frc~ 
time to time render such technical assistance as shall be reasonably 
requested by Rorer and as shall be necessary to permit Rorer to en~oy 
fully the use and benefit of the Services. 

7.2. The Joint Venture Company shall retain Porer for the 
purpose of processing any patent application. 

8. Confidentiality. 

8. i. The Joint Venture Cc~pany agrees to take reasonable 
security measures to safecI~ard and protect the 
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confldentiality of the research conducted by ir, including, 
without limitation, entering into confidentiality agreements with 
its employees. 

9. Default and Termination. 

9.1. The occurrence of any one of more of the 
following events shall constitute an Event of Default: 

(a) if either party shall (i) commence a case under 
the federal bankruptcy laws, as now or 
hereafter constituted, of otherwise seek 
protection from creditors generally under any 
federal of siete bankruptcy, insolvency, 
moratorium or similar lawe, (ii) have a case or 
proceeding commenced against ir under any of 
such laws which remains undismissed or unstayed 
fora period of 90 days after it receives 
notice or otherwise become aware of such case 
or proceeding, (iii) suffer the entry of a 
decree or order appointing, or otherwise 
consent in any manner to the appointment of, a 
receiver, liquldator, assignee, custodian, 
trustee of similar official of such party or 
for any material portion of such party's 
property, of (ir) maka a general assignment for 
the benefit of creditors; 

(b) the failure of either party to perform of 
observe any term, covenant or agreement 
contained in this Agreement required to be 
performed of observed and the failure to remedy 
such performance or observance within 15 days 
after written notice thereof shall have been 
given by the non-defau!ting party to the 
defaulting party; 

(c) if it reasonably appears that either party will 
be unable to carry on its business asa result 
of a final judgment against such party 
remaining unsatisfied for 90 days or longer, or 
execution is levied against such party's 
business or property; or 

(d) ir either party dissolves, liquidates, or 
discontinues its business operations. 
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9.2. Termination. 

Upon the occurrence of an Event of Default, the 
non-defaulting party shall be entitled to terminate this 
Agreement. 

I0. /dl~ndent Contractor. The Joint Venture 
Company shall at all times under this Agreement be considered an 
independent contractor of Rorer, maintaining exclusive control of 
its personnel and operations. The Joint Venture Company shall 
not hold itself out as, and nothing herein shall be deemed to 
create or imply that the Joint Venture Company is, an agent, 
employee, lessee, partner or joint venturer of Rorer. 

ii. Arbitration. Al1 disputes or controversies 
between Rorer and the Joint Venture Company hereunder shall be 
settled by arbitration in Philadelphia, Pennsylvania before a 
single arbitrator in accordance with the Commercial Arbitration 
Rules of the American Arbitration Association (mAAA"). The 
arbitrator shall be selected pursuant to the following procedure. 
The party demanding arbitration shall give written notice to the 
other party of the demand for arbitration, which notice shall 
specify in reasonable detail the nature of the dispute. Within 
ten days following notice aB aforesaid, the parties shall advise 
the AAA as to the general nature of the dispute, and shall 
request the AAA to provide a list of five qualified arbitrators. 
Within five days following receipt of the list of arbitrators 
from the AAA, the party demanding arbitration shall strike the 
name of one arbitrator. Each party shall then, in turn, have 
five days within which to strike the name of one arbitrator, 
until the name of one arbitrator shall remain. The last 
remaining arbitrator shall arbitrate the dispute between the 
parties. The foregoing procedure shall be completed within 20 
days following receipt of the list of arbitrators from the AAA. 
Any award rendered by the arbitrator shall be conclusive and 
binding upon the parties hereto. Each party shail pay its own 
expenses of arbitration and the expenses of the arbitrator shall 
be shared equally; provided, however, that ir in the opinion of 
the arbitrator any claim by Rorer or the Joint Venture Company or 
any defense or objection thereto by the other party was made in 
bad faith or was without a reasonable basis, the arbitrator may 
assess, as part of this award, all of any part of the arbitration 
expenses of the other party (including reasonable attorneys' 
lees) and of the arbitrator against the party that raised such 
claim, defense or objection. This provision for arbitration 
shall be specifically enforceable by the parties hereto. 
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12. Miscellaneou~. 

12.1. Subject to the terms and conditions herein 
provided, each of the parties hereto shall use its best efforts 
to take, or cause to be taken, such action, to execute and 
deliver, of cause to be executed and delivered, such additional 
documents and instruments and to do, or cause to be done, all 
things necessary, proper of advisable under the provisions of 
this Agreement and under applicable law to consummate and to make 
effective the transactions contemplated by this Agreement. 

12.2. This Agreement may not be amended of modified 
except by en instrument in writing duly executed by the parties 
hereto. 

12.3. Ir any provision of this Agreement shall be 
held to be invalid or unenforceable in any Jurisdiction, such 
provision shall be deemed amended to the extent necessary to 
conform to applicable laws so as to be valid and enforceable or, 
if ir cannot be so amended without materíally altering the 
intention of the parties, this Agreement shall be construed as if 

.... such invalid or unenforceable provision had never been contained 
herein. 

12.4. Thls Agreement mhall be conmtrued and enforced 
in accoz~ance with the laws of the state of [Delaware]. 

12.5 No delay in exercising any right arising from 
any breach of failure to perform under this Agreement shall be 
deemed a waiver thereof unless ah express waiver is contained in 
a writing signed by the party charged with such waiver; and no 
such waiver shall be deemed to be a waiver of any subsequent 
breach or failure or any other right or remedy arising under this 
Agreement. 

12.6. Al1 notices, requests, demands and other 
communications permitted or required hereunder shall be given in 
writing and may be delivered personally of sent by certified or 
registered mail, return receipt requested, postage prepaid, 
addressed es follows: 

If to Rorer: 

If to the Joint Venture Company: 
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All such notices shall be deemed to have been given on the date 
delivered personally of five days altar the date mailed in the 
manner provided above. 

12.7. T~is Agreement may be executed in any number of 
counterparts, each of which shall be an original and all of which 
shall constitute together but one and the same document. 

12.8. Neither this Agreement nor any right of 
obligation arising hereunder may be assigned by either party, in 
whole of in part, without the prior written consent of the other 
party in its discretion, except that Rorer may make an assignment 
to a wholly-owned director indirect subsidiary. This Agreement 
shall be binding upon any assignee and, subJect to the 
restrictions on assignment herein set forth, shall inure to the 
benefit of and be enforceable by the respectiva successors and 
assigns of the parties hereto. 

IN WITNESS WHEREOF, the parties hereto have caused this 
instrument to be duly executed as of the date first above 
written. 

(Corporate Seal) 

Attest: 

By: 

RORER GROUP INC. 

By: 

(Corporate Seal) 

Attest: 

By: 

[JOINT VENTURE COMPANY] 

By: 

Approved by counsel for Rorer Group Inc. of the arbitration 
provision contained in Section ii of this Agreement. 

Morgan, Lewis & Bockius 
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Approved by counsel for [Jolnt Venture Company] of the 
arbitration provision contained in Section 11 of this Agreement. 

[Joint Venture Company] 
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EXHIBIT B 

CERTIFICATE OF INCORPORATION 

OF 

[ ] 

The undersigned incorporator, in order to forma 

corporation under the General Corporation Law of the State of 

Delaware, certifies as follows: 

~ :  The name of this corporation is [ ] 

(hereinafter called the aCorporationm). 

~ :  The registered office of the Corporation is to 

be located at Corporation Trust Center, 1209 Orange Street, in 

the City of Wilmington, in the County of New Castle, in the State 

of Delaware. The name of its registered agent at that address 

is The Corporation Trust Company. 

~i~~~: The purpose of the Corporation is to engage in 

any lawful act of activity for which a corporation may be 

organized under the General Corporation Law of Delaware. 

~ :  The Corporation shall be authorized to issue 

600,000 shares, consisting of 500,000 shares of Co~mon Stock of 

the par value of $.01 per share and 100,000 shares of Convertible 

Preferred Stock of the par value of $.01 per share. 

A description of each class of shares, anda statement 

of the preferences, qualifications, limitations, restrictions and 

the special or relative rights granted to or imposed upon the 

shares of each class ate set forth below. 
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A. Common Stock. 

(1) Votinu Rights. The holders of Common Stock 

of the Corporation shall be entitled to one vote per share at any 

annual or special meeting of stockholders for any matter coming 

before such meeting. The right of the holders of Common Stock to 

vote for directors shall be governed by the provisions of Article 

FIFTH hereof. No plan, proposal, act, transaction of other 

corporate action which req~ires the vote or consent of 

stockholders of the Corporation under any provision of law or 

under the Certlficate of Incorporation or By-Laws of the 

Corporation (as filed or adopted, as the case may be, as of the 

date hereof andas the same may be amended from time to time) 

shall be approved, effected or validated without the written 

consent or the affirmative vote given in person or by proxy at a 

meeting called for that purpose of the holders of a majority of 

the outstanding Common Stock. 

(2) Dividends. Subject to the terms of this 

Article FOURTH, dividends may be paid on Common Stock out of any 

funds legally available for such purpose when andas declared by 

the Board of Directors of the Corporation. 

B. Convertible Preferred Stock. 

(1) NO votinu Riahts. Except as otherwise 

required by law, no holder of Convertible Preferred Stock shall 

have by reason thereof any right to notice of, or to vote at, any 

meeting of stockholders of the Corporation called for the 
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election of directors of for any other purpose or to express 

consent of dlssent in writing to any plan, proposal, act, 

transaction of other corporate action to be approved, effected or 

validated by stockholders, all voting rights in the Corporation 

being hereby reserved exciusively to the holders of the Common 

Stock. 

(2) ~Y_~£~~~~. The holders of Convertible Preferred 

Stock shall be entitled to receive out of any funds legally 

available when andas declared by the Board of Directors of the 

Corporation cash dividends on each share thereof at the tate of 

% per annum, and no more. Such dividends shall be cumulative 

and payable before any dividends sha11 be paid on the Common 

Stock. Accumulations of dividends shall not bear interest. 

So long as any C~nvertible Preferred Stock shall remain 

outstanding, no dividend of other distribution (except in stock 

of the Corporation of a clas~ ranking Junior to the Convertible 

Preferred stock as to dividends and the distributions of assets 

upon liquidation) shall be paid of made on the Co~mon Stock, 

unless (whether or not there shall be funds legally available 

~~~~~~~~~ a11 ~iv~d--~s acc~mulated on shares of Convertible 

Preferred Stock sball have been declared and paid. 

(3) Li~uidation Riahts. In the event of any 

liquidation, dissolution or winding up of the Corporation, the 

holder of ah outstanding share of any Convertible Preferred Stock 

shall be entitled to receive from the assets of the Corporation 
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available for distribution to its stockholders the amount of all 

unpaid dividends accumulated on such shares, accrued to the date 

when such payments shall be made available to the holder thereof, 

and, ir such assets ate sufficient to permit the payment in full 

to such holders of all such dividends, then the amount of 

$ per share for each outstanding share of Convertible 

Preferred Stock at the date of such liquidatlon, dissolution or 

winding up, and no more, before any distribution of assets shall 

be made to the holders of Common Stock. Ir, upon such 

llquidation, dissolution or winding up, the assets distrlbutable 

to the holders of Convertible Preferred Stock shall be 

insufficient to permit the payment in fu11 to such holders of 

the preferential amounts to which they are entltled, then such 

assets shall be dlstributed ratably to the holderq of Convertible 

Preferred Stock. 

After payment in full to the holders of Convertible 

Preferred Stock of the preferential amounts set forth in the 

preceding paragraph of after monies of other assets sufficient 

for such payment shall have been deposited by the Corporation 

with a bank of trust company having capital, surplus and 

undivided profits aggregating at least $I0,000,000, so as to be 

and to continue to be available for such payment to the holders 

of Convertible Preferred Stock, the remaining assets of tn~ 

Corporation available for payment and distribution to 
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stockholders shall be paid and distributed to the holders of 

Common Stock. 

Neither a consolidation of merger of the Corporation 

with of into any other corporation, nora merger of any other 

corporation into the Corporation, nora reo~ganization of the 

Corporation0 nor the purchase or redemption of all of part of the 

outstanding shares of any class or classes of the Corporation, 

nora sale or transfer of all of any part of its assets shall be 

considered a liquidation, dissolution or winding up of the 

Corporation within the meaning of this Section (3). 

(4) P~L~~~~~n. The shares of Convertible 

Preferred Stock shall not be redeemableo 

(6) ~~¿DY_~=~~2n. At the option of the holders of 

Convertible Preferred Stock, each share of Convertible Preferred 

Stock may be converted into one share of Common Stock of the 

Corporation provided that the Corporation has filed a 

registration statement under the Securities Act of 1933, as 

amended, with the Securities and Exchange Commission. 

FIFTH: The business and affairs of the Corporation 

shall be managed by, of under the dlrection of, a Board of 

Directors. The Board of Directors of the Corporation sh~ll 

consist of six directors. A director need not be a stockholder 

of the Corporation. At each election of directors, each holder 

of Common Stock shall be entitled to as many votes as shall equal 

the number of votes which (except for this provision as to 
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cumulative voting) he would b e  entitled to casi for the election 

of directors with respect to bis shares of mtock multiPlied by 

the number of directors to be elected by him, and he may cast all 

of such votes fora single director of may distribute them among 

the number to be voted for, of for any two or more of them as he 

may see fit. 

~ :  Elections of directors need not be by ballot 

unless the By-Laws of the Corporation shall so provide. 

~ :  The Corporation reserves the right to amend, 

alter, change of repeal any provision contained in this 

Certificate of Incorporation, in the manner now or hereafter 

prescribed by statute, and all rights conferred upon stockholders 

ate granted subject to this reservation. 

EIGHTH: The original by-laws oE the Corporation shall 

be adopted by the initial incorporator named herein. Thereafter 

the Board of Directors shall have the power, in addition to the 

stockholders, to make, alter, or repeal the by-laws of the 

Corporation. 

~INTH: A director of the Corporation shall not be 

liable to the Corporation or its stockholders for monetary 

damages for breach of fiduciary duty asa director, except for 

líability (i) for any breach of the director's duty of loyalty to 

the Corporation or its stockholders, (ii) for acts or omissions 

not in good faith of which involve intentional misconduct ora 

knowing violation of law, (iii) under Section 174 of the Delaware 
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General Corporation Law, or (ir) for any transaction from which 

the director derived an improper personal benefit. 

incorporator is: 

Philadelphia, PA 

this 

The name and mailing address of the 

Sylvia Wong, 2000 One l~gan Square, 

19103. 

IN WITNESS WHEREOF, this Certificate has been signed on 

_ _  day of __, 1988. 

Sylvia Wong 
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EXHIBIT C 

B Y - L AW S 

OF 

[Joint Venture Company] 

(a Delaware Corporation) 

AET IC L~~ ! 

Offices and Fiscal Year 

SECTION 1.01. Registered Office. The registered office 
of the corporation shall be in the City of Wilmington, County of 
New Castle, State of Delaware until otherwise established by a 
vote of a majority of the board of directors in office, anda 
statement of such change is filed in the manner provided by 

statute. 

SECTION 1.02. Other Offices. The corporation may also 
have offices at such other places wi{hin or without the State o ~ 
Delaware as the board of directors may from time to time 
determine of the business of the corporation requires. 

SECTION 1.03. Fiscal Year. The fiscal year of the 
corporation shall end on the last day of December in each year. 

ARTICLE II 

Meetings of Stockholders 

SECTION 2.01. Place of Meeting. All meetings of the 
stockholders of the corpora~ion shall be held at the registe[ed 
office of the corporation, of at such other place within of 
without the State of Delaware as shall be designa~ed by the boa=/ 
of directors in the notice of such meeting. 

SECTION 2.02. Annual Meetinq. The board of direc=ors 
may fix the date and time of the annual meeting of the 
stockholders, but ir no such date and time is fixed by the board, 
the mee~ing for any calendar year shall be held on the [first 
Monday of Februaryl in such year, ir nota legal holiday, and i: 
a legal holiday then on the next succeeding business day a~ 
10 o'clock A.M., andat said mee~ing the s~ockholders ~hen 
entitled to vote shall elect directors and shall transact sucn 
other business as may properly be brought before the meetinG. 
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SECTION 2.03. Special Meetin~s. Special meetings of 
the stockholders of the corporation for any purpose of purposes 
for which meetings may lawfully be callad, may be callad at any 
time by the chairman of the board, a majority of the board of 
directors, the president, of at the request, in writing, of 
stockholders owning a majority of common s~ock of the corporation 
issued and outstanding and entit!ed to vote. At any time, upon 
writ~en request of any person of persons who haya duly called a 
special meeting, which written request shall state the purpose of 
purposes of the meeting, ir shall be the duty of the secretary to 
fix the date of the meeting to be held at such date and time as 
the secretary may fix, not less than ten nor more than sixty days 
altar the receipt of the request, and to gire due notice 
thereof.§/ Ir the secretary shall neglect of refuse to fix the 
tima and date of such meeting and gire notice thereof, the person 
of persons calling the meeting may do so. 

SECTION 2.04. Notice of Meetin@s. Written notice of 
the place, date and hour of every meeting of the stockholders, 
whether annual of special, shall be given to each stockholder of 
record entitled to vote at the meeting not less than ten nor more 
than si~~ty days before the date of the meeting. Every notice of 
a special meeting shall state the purpose or purposes thereof. 

SECTION 2.05. Quorum, Manner of Actin@ and 
Adjournment. The holders of a majority of the stock issued and 
outs~anding (not including treasury stock) and entitled to vote 
the~eat, present in person of represented by proxy, shail 
cons~itute a quorum at all meetings of the stockholders for the 
transaction of business except as otherwise provided by statute, 
by the certificate of incorpora~ion of by these by-!aws. If, 
however, such quorum shall not be present or represented at any 
meeting of the stockholders, the stockholders entitled to voze 
thereat, present in person or represented by proxy, shall have 
power to adjourn the meeting from time to time, without notice 
otber than announcement at the meeting, until a quorum shall be 
present of represented. At any such adjourned meeting, a~ wnich 
a quorum shall be present of represented, any business may be 
transacted which might have been transacted at the meeting as 
originally notified. Ir the adjournment is for more than thirty 
days, of ir altar the adjournment a new record date is fixed for 
the adjourned meeting, a nctice of the adjourned meeting snal! be 
given to each stockholder of record entitled to vote at <he 
meeting. When a quorum is present at any meeting, the vote 2f 
the holders of the majority of the stock having voting power 
present in person or represented by proxy shall decide ah? 
question brought before such meeting, unless the question is one 
upon which, by express provision of the applicable statute, <he 
certificate of incorporation of these by-laws, a different vc<e 
is required in which case such express provision shail gove~n and 
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control the decision of such question. Except upon those 
questions governed by the aforesaid express provisions, the 
stockholders present in person or by proxy at a duly organized 
meeting can continue to do business until adjournment, 
notwithstanding wi~hdrawal of enough stockholders to leave less 
than a quorum. 

SECTION 2.06. Organization. At every meeting of the 
stockholders, the chairman of the board, ir there be one, of in 
the case of a vacancy in the office of absence of the chairman of 
the board, one of the following persons present in the order 
stated: the rice chairman, if one has been appointed, the 
president, the rice presidents in their order of rank, a chairman 
designated by the board of directors ora chairman chosen by the 
stockholders entitled to casi a majority of the votes which all 
stockholders present in person of by proxy ate entitled to casi, 
shall actas chairman, and the secretary, of, in bis absence, ah 
assistant secretary, of in the absence of the secretary and the 
assistant secretaries, a person appointed by the chairman, shall 
actas secretary. 

SECTION 2.07. Voting. Except as provided below, each 
stockholder shall at every meeting of the stockholders be 
entitled to one vote in person or by proxy for each share of 
capital stock having voting power held by sucn stockholder. At 
each electÆon of directors, each holder of common stock of the 
corporation shall be entitled to as many votes as shall equal the 
number of votes which (except for this provision as to cumu!ative 
voting) he would be entitled to casi for the election of 
directors with respect to bis shares of stock multiplied by the 
number of directors to be elected by him, and he may casi all of 
such votes fora single director of may distribute them among the 
number to be voted for, of for any two of more of them as he may 
see fit. No proxy shall be voted of acted upon after three years 
from its date, unless the proxy provides fora longer period. 
Every proxy shall be executed in writing by the stockholder of by 
his duly authorized attorney-in-fact and filed with the secretary 
of the corporation. A proxy, unless coupled with ah interest, 
shall be revocable at will, notwithstanding any other agreement 
of any provision in the proxy to the contrary, but the revocation 
of a proxy shall not be effective until notice thereof has been 
given to the secretary of the corporation. A duly executed proxy 
shall be irrevocable if ir states that it is irrevocable and ir, 
and only as long as, ir is coupled with ah interest sufficlent ~n 
law to support ah irrevocable power. A proxy may be made 
irrevocable regardless of whether the interest with which ir is 
coupled is ah interest in the stock itself of ah interese in the 
corporation generally. A proxy shall no~ be revoked by the dea=h 
of incapacity of the maker unless, before the vote is counted c= 
the authority is exercised, written notice of such death cr 
inc~pacity is given to the secretary of the corporation. 
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SECTION 2.08. Consent of Stockholders in Lieu of 
Meetin@. Any action required to be taken at any annuai or 
special meeting of stockholders of the corporation, or any action 
which may be taken at any annual of special meeting of sucn 
stockholders, may be taken without a meeting, without prior 
notice and without a vote, if a consent or consents in writing, 
setting forth the action so taken, shall be signed by the hoiders 
of outstanding stock having not less than the minimum numDer of 
votes that would be necessary to authorize of take such action at 
a meeting at which all shares entitled to vote thereon were 
present and voted. Every written consent shall bear the date of 
signature of each stockholder who signs the consent and no 
written consent snall be effective to take the corporate action 
referred to therein unless, within sixty days of the ear!iest 
dated consent delivered in the manner required above to the 
corporation, written consents signed by a sufficient number of 
holders of members to take action are delivered to the 
corporation by delivery to its registered office in De!aware, its 
principal place of business, of an officer or agent of the 
corporation having custody of the book in which proceedings of 
meetings of stockholders ate recorded. Delivery made to a 
corporation's registered office shall be by hand of by certified 
of registered mail, return receipt requested. Prompt notice of 
the taking of the corporate action without a meeting by less ~han 
unanimous written consent shall be given to those stockholders 
who nave not consented in writing. 

SECTION 2.09. Voting Lists. The officer who has charge 
of the stock ledger of the corpora~ion s~all prepare and make, a~ 
least ten days before every meeting of stockholders, a complete 
list of the stockholders entitled to vote at the meeting. The 
list shall be arranged in alphabetical order showing the address 
of each stockholder and the number of shares registered in the 
name of each stockholder. Such list shall be open to the 
examination of any stockholder, for any purpose germane co the 
meeting, during ordinary business hours, fora period of at ieas~ 
ten days prior to the meeting either ata place within ~he c~ty 
where the meeting is to be he!d, which place shall be specifled 
in the notice of the meeting, or, ir not so specified, a~ the 
place where the meeting is to be held. The list shail aiso be 
produced and kept at the time and place of the meeting dur:nG zhe 
whole time thereof, and may be inspected by any stockholder wnc 
is present. 

SECTION 2.10. Judaes of E!ecticn. AII electicns of 
directors shal! be by writ~en bailot, unless otherwise Drov~ded 
in the certificate of incorporation; the vote upon any o~ne[ 
matter need not be by ballot. In advance of any mee~ing of 
stockholders the board of directors may appoint judges of 
election, wno need not be stockholders, to act at such mee~~ng c~ 
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any adjournment thereof. !f judges of ~ ction ate not so appointed, 
the cb, a_tr~.an of any such meeting may, an~ upon the demand of any 
stockholder or bis proxy at the meeting and before voting begins, shall 
appo~nt judges of election. The number of judges shall be either one or 
three, as deternüned, in the case of judges a ppointed upon demand of a 
stockholder, by stockholders present entitled to cast a majority of the 
votes which ail stockholders present ate entitled to cast thereon. No 
person who is a candidate for office shall actas a ]udge. In case any 
~=rson appointed as judge fails to appear or fails or refuses to act, 
the vacancy may be filled by appoi~~tment made by the board of directors 
in advance of the convening of the meeting, orat the mee~ing by t~e 
chairman of the meeting. 

Ir judges of election ate appointed as aforesaid, they shall 
determine the number of shares outstanding and the voting prever of each, 
the shares represented at the meeting, the existence of a quorum, t_he 
authenticity, validity and effect of proxies, receive votes or ballots, 
hear and determine all challenges and c~estions in any way arising in 
connection with the right to vote, count and t~bulate all votes, 
determine and result, and do such acts as may be proper to conduct 
election or vote with fairness to all stockholders. If there be t_b~ee 
judges of election, the decision, actor certificate of a majority shall 
be effective in all respects as the decision, actor certificate of a!l. 

On request of the chaizman of the meeting or of any 
stockho!der or bis proxy, the judges shall make a report in writing of 
a~.y chalienge or question or matter determined by them, and execu~e a 
certificate of any fact found by th~m. 

Ag~ICLE III 

Boamd of Directors 

SECTICN 3.01. Powers. The board of d~rectors shall have Dzll 
power to manage the business and affairs of the corporation; and ail 
powers of t~he corporation, except those specifically reserved or granted 
to the stock_holders bv statute, tb~ certificate of incorporation of 
these by-laws, ate hereby granted to and vested in the board of 

directors. 

SECTICN 3.02. Numher and Term of Office. The board of 
directors sb~ll consist of such number of directors, not less ~~han [T,.~] 
nor more r_han [six], as may be determined frcln time to time by 
resolution of the board of directors. So long as University cwns 
Capital Stock in ~ne C cr~pany, it shall have at least one sea~ on ~/~e 
board of dir~ctors. Each ~i~ector shall serve until the next a~nual 
meeting of the stockholders and ur, tii bis successor shall have be~n 
elec~ed ¿nd ~ca!ified, e~xcept 
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in the event of his death, resignation of removal. Al1 directors 
of the corporation shall be natural persons, but need not be 
residents of De!aware of stockhoiders of the corporation. 

SECTION 3.03. Vacancies. Vacancies and newly created 
directorships resulting from any increase in the authorized 
number of directors may be filled by a majority of the directors 
then in office, though less than a quorum, of by a sole remaining 
director, and the directors so chosen shall hold office until the 
next annual election and until their successors ate duly elected 
and shall qualify, unless sooner displaced. Ir there ate no 
directors in office, then ah election of directors may be held in 
the manner provided by sta~ute. Whenever the holders of any 
class of classes of stock of series thereof ate entitled to e!ect 
one of more directors by the provisions of the certificate of 
incorporation, vacancies and newly created directorships of such 
class of classes or series may be fi!led by a majority of the 
directors elected by such class of classes of series thereof then 
in office, or by a sole remaining director so elected. Ir, at 
the time of filling any vacancy of any newly created 
directorship, the directors then in office shall constitute less 
than a majority of the whole board (as constituted immediately 
prior to any such increase), the Court of Chancery may, upon 
application of any stockholder of stockholders holding a~ least 
ten percent of the total number of the shares at the time 
outstanding having the right to vote for such directors, 
summarily order ah election to be held to fill any such vacancies 
of newly created directorships, or to replace the directors 
cnosen by the directors then in office. 

SECTION 3.04. Resignations. Any director of the 
corporation may resignat any time by giving written notice to 
the president of the secretary of the corporation. Such 
resignation shall take effect at the date of the receip~ of such 
notice orat any later time specified therein and, unless 
otherwise specified therein, the acceptance of such resignation 
shall not be necessary to make ir effective. 

SECTION 3.05. Organization. At every meeting of the 
board of directors, the chairman of the board, ir there be one, 
or, in the case of a vacancy in the office or absence of the 
chairman of the board, one of the following officers present in 
the order stated: the rice chairman of the board, ir there be 
one, the president, the rice presidents in their order of =an~ 
and seniority, ora cnairman chosen by a majority of the 
direc[ors present, shall preside, and the secretary, of, in his 
absence, ah assistant secretary, or in the absence of the 
secretary and the assistant secretaries, any person appointed b? 
the chairman of the meeting, shall actas secretary. 
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SECTION 3.06. Place of Meetin 9. The board of directors 
may hold its meetings, both regular and special, at such place of 
places within of without the State of Delaware as the board of 
directors may from time to time appoint, oras may be designated 
in the notice calling the meeting. 

SECTION 3.07. Or~anization Meetin@. The first mee~ing 
of each newly elected board of direc~ors shall be held at such 
time and place as shall be fixed by the vote of the stockholders 
at the annual meeting and no notice of such meeting shall be 
necessary to the newly elected directors in order legally to 
constitute the meeting, provided a quorum shall be present. In 
the event of the failure of the stockholders to fix the time of 
place of such first meeting of the newly elected board of 
directors, or in the event such meeting is not held at the time 
and place so fixed by the stockholders, the meeting may be held 
at such time and place as shall be specified in a notice given as 
hereinafter provided for special meetings of the board of 
directors, of as shall be specified in a written waiver signed by 
all of the directors. 

SECTION 3.08. Regular Meetin@s. Regular meetings of 
the board of directors may be held without notice at such time 
and place as shall be designated from time to ~ime by resolution 
of the board of directors. Ir the date fixed for any such 
regular meeting be a legal holiday under the laws of the State 
where such meeting is to be held, then the same shall be held on 
the next succeeding business day, nota Saturday, of at such 
other time as may be determined by resolution of the board of 
directors. At such meetings, the direc~ors shall transact such 
business as may properly be brought before the mee~ing. 

SECTION 3.09. Special Meeting~. Special meetings of 
the board of directors shall be held whenever called by the 
president of by two or more of the directors. Notice of eacn 
such meeting shall be given to each director by telephone of in 
writing at least 24 hours (in the case of notice by telephone) of 
48 hours (in the case of notice by telegram) of five days (in the 
case of notice by mail) before the time at which the meetina is 
to be held. Each such notice shall state the time and place of 
the meeting to be so held. 

SECTION 3.10. Quorum, Manner of Acting and 
Adjournment. At ail meetings of the board a ma]ori=y of the 
directcrs snall constitute a quorum for the transaction of 
business and the act of a majority of the direczors present a= 
any meeting at which there is a quorum shal! be the act of the 
board of directors, excep~ as may be otherwise specifica!ly 
provided by statute of by the certificate of incorporation. 2f a 
quorum shall not be presentat any mee~ing of the board el 
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directors, the directors present thereat may adjourn the meeting 
from time to time, without notice other than announcement ac the 
meeting, until a quorum shall be present. 

Unless otherwise restricted by the certificate of 
incorporation or these by-laws, any action required or permitted 
to be taken a~ any meeting of the board of direc~ors of of any 
committee thereof may be taken without a meeting, ir all members 
of the board consen~ thereto in writing, and the writing of 
writings ate filed with the minutes of proceedings of the board. 

SECTION 3.11. Executive and Other Committees. The 
board of directors may, by resolu~ion adopted by a majority of 
the whole board, designate an executive committee and one of more 
other committees, each committee to consist of two of more 
directors. The board may designate one of more directors as 
alternate members of any committee, who may replace any absent of 
disqualified member at any meeting of the committee. In the 
absence of disqualification of a member, and the alternate or 
alternates, ir any, designated for such member, of any co~m~ttee 
the member of members thereof present at any meeting and not 
disqualified from voting, whether of not he of they consti~ute a 
quorum, may unanimously appoint another director to act at the 
meeting in the place of any such absent of disqualified memDer. 

Any such committee to the extent provided in the 
resolution establishing such committee shall have and may 
exercise all the power and authority of the board of directors in 
the management of the business and affairs of the corporation, 
including the power of authority to declare a dividend of =o 
authorize the issuance of stock, and may authorize the sea! o ~ 
the corporation to be affixed to all papers which may require i=; 
but no such committee shall have the power of authority in 
reference to amending the certificate of incorporation (excep~ 
that a committee may, to the extent authorized in the resolu~i3n 
of resolutions providing for the issuance of shares of s~ock 
adopted by the board of directors as provided in Section 151(a) 
of the Delaware General Corporation Law ("DGCL"), fix any of the 
preferences of rights of such shares relating to dividends, 
redemption, dissolution, any distribution of assets of the 
corporation of the conversion into, of the exchange of such 
shares for, shares of any other class of classes or any o=her 
series of the same of any o~her class or classes of stock of nhe 
corporation), adopting ah agreement of merger of consolida=ion 
under Sec~ion 251 of 252 of the DGCL, recommending to the 
stockholders the sale, iease of exchange of ail of substan=:allv 
all of the corpora~ion's property and assets, recommending =o =he 
stockholders a dissolution of the corpo~ation of a revoca=!cn cf 
a dissoiution, of amending the by-laws of the corporation; and, 
unless the resolution expressly so provides, no such com~i==ee 
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shall have the power or authority to declare a dividend, to 
authorize the issuance of stock of to adopta certificate of 
ownership and merger pursuant to Section 253 of the DGCL. Such 
committee or committees shall have such name or names as may be 
determined from time to time by resolution adopted by the board 
of directors. Each committee so formed shall keep regular 
minutes of its meetings and report the same to the board of 
directors when required. 

SECTION 3.12. Compensation of Directors. Unless 
otherwise restricted by the certificate of incorporation, the 
board of directors shall have the authority to fix the 
compensation of directors. The directors may be paid their 
expenses, ir any, of attendance at each meeting of the board of 
directors and may be paid a fixed sum for attendance at each 
meeting of the board of directors of a stated salary as 
director. No such payment shall preclude any director from 
serving the corporation in any other capacity and receiving 
compensation therefor. Members of special of standing committees 
may be allowed like compensation for attending committee 
meetings. 

ARTICLE IV 

Notice - Waivers - Meetings 

SECTION 4.01. Notice, What Constitutes. Whenever, 
under the provisions of the statutes of Delaware of the 
certificate of incorporation of of these by-laws, notice is 
required to be given to any director or stockholder, ir shal! non 
be construed to mean personal notice, but such notice may be 
given in writing, by mail, addressed to such director or 
stockholder, at bis address as ir appears on the records of the 
corporation, with postage thereon prepaid, and such notice snaii 
be deemed to be given at the time when the same sball be 
deposited in the United States mail. Notice to directors may 
also be given in accordance with Section 3.09 of Articie iiI 
hereof. 

SECTION 4.02. Waivers of Notice. Whenever any wrinten 
notice is required to be given under the provisions of the 
certificate of incorporation, these by-laws, of by statute, a 
waiver thereof in writing, signed by the person of persons 
entitled to such notice, whether before of after the time s~a~ed 
therein, shall be deemed equivalent to the giving of sucn 
notice. Except in the case of a special meeting of stocKhoiders, 
neither the business to be transacted at, nor the purpose cm, any 
regular of special meeting of the stockbolders, directors, cr 
members of a committee of directors need be specified in any 
written waiver of notice of such meeting. 
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Attendance of a person, either in person or by proxy, at 
any meeting, shall constitute a waiver of notice of such meeting, 
except where a person attends a meeting for the express purpose 
of objecting to the transaction of any business because the 
meeting was not lawfully called of convened. 

SECTION 4.03. Conference Telephone Meetings. One of 
more directors may participase in a meeting of the board, of of a 
committee of the board, by means of conference ~elephone or 
similar communications equipment by means of which all persons 
participating in the meeting can hear each other. Participation 
in a meeting pursuant to this section shall constitute presence 
in person at such meeting. 

ARTICLE V 

Officers 

SECTION 5.01. Number, Qualifications and Designation. 
The officers of the corporation shail be chosen by the board of 
directors and shall be a president, one of more rice presidents, 
a secíetary, a treasurer, and such other officers as may be 
elected in accordance with the provisions of Section 5.03 of this 
Article. One person may hold more than one office. Officers may 
be, but need not be, directors of stockholders of the 
corporation. The board of directors may elect from among che 
members of the board a chairman of the board anda rice chairman 
of the board who shall be officers of the corporation. 

SECTION 5.02. E!ection and Term of Office. The 
officers of the corporation, except those elected by delegated 
authority pursuan~ to Section 5.03 of this Article, sha!l De 
elected annually by the board of directors, and each such officer 
shall hold bis office until bis successor shall have been elected 
and qualified, of until bis earlier resignation of removal. Anv 
officer may resignat any time upon written notice to the 
corporation. 

SECTION 5.03. Subordinate Officers, Committees and 
A@ents. The board of directors may from time so ~ime eiecz such 
other officers and appoin~ such committees, employees of ozher 
agents as ir deems necessary, who shall hold their offices faz 
such terms and shall exercise such powers and perform such dux!es 
as ate provided in these by-laws, of as the board of direc~ozs 
may from time to time determine. The board of directors hay 
delegate to any officer of committee the power to elecz 
subordinate officers and to retain of appoint employees of cthe[ 
agents, or committees thereof, and to prescribe the au~ho[it'¢ and 
duties of such subordina~e officers, committees, employees of 
other agents. 

- ~ 7 9  - 2 7 7 3  



U ~ n i  l i  mm mm ~ n n ~  ~ mm n 

SECTION 5.04. The Chairman and Vice Chairman of the 
Board. The chairman of the board or in his absence, the rice 
chairman of the board, shall preside at all meetings of the 
stockholders and of the board of directors, and shall perform 
such other duties as may from time to time be assigned to them by 
the board of directors. 

SECTION 5.05. The President. The president shall be 
the chief executive officer of the corporation and shall have 
general supervision over the business and operations of the 
corporation, subject, however, to the control of the board of 
directors. He shall sign, execute, and acknowledge, in the name 
of the corporation, deeds, mortgages, bonds, contracts of other 
instruments, authorized by the board of directors, except in 
cases where the signing and execution thereof shall be expressly 
delegated by the board of directors, of by these by-laws, to some 
other officer of agent of the corporation; and, in general, shall 
perform all duties incident to the office of president, and suc~ 
other duties as from time to time may be assigned to him by the 
board of directors. 

SECTION 5.06. The Vice Presidents. The rice presidents 
shall perform the duties of the president in his absence and such 
other duties as may from time to time be assigned to them by the 
board of directors or by the president. 

SECTION 5.07. The Secretary. The secretary, of ah 
assistant secretary, shall attend all meetings of the 
s~ockholders and of the board of directors and shall record the 
proceedings of the stockholders and of the directors and of 
committees of the board in a book or books to be kept for that 
purpose; see that notices ate given and records and reports 
properly kept and filed by the corporation as required by law; be 
the custodian of the seal of the corporation and see that ir is 
affixed to all documents to be executed on behalf of the 
corporation under its seal; and, in general, perform al! duties 
incident to the office of secretary, and such other duzies as may 
from time to time be assigned to him by the board of directors of 
the president. 

SECTION 5.08. The Treasurer. The treasurer of an 
assistant treasurer shall have of provide for the custcdy of the 
funds of other property of the corporation and shal! keeD a 
separate book account of the same to his credit as ~reasurer: 
col!ecz and receive of provide for the collection and receiD= cf 
moneys earned by of in any manner due to of received by zhe 
corporation; deposit all funds in bis custody as treasurer in 
such banks of cther places of depositas the board of di~eczors 
may from time to time designate; whenever so required by the 
board of directors, tender ah account showing his transacticns as 
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treasurer and the financial condition of the corporation; and, in 
general, discharge such other duties as may from time to time be 
assigned to him by the board of directors of the president. 

SECTION 5.09. Officers' Bonds. No officer of the 
corporation need provide a bond to guarantee the faithful 
discharge of bis duties unless the board of directors sha!l by 
resolution so require a bond in which event such officer shall 
gire the corporation a bond (which shall be renewed if andas 
required) in such sum and with such surety or sureties as sha!l 
be satisfactory to the board of directors for the faithful 
performance of the duties of his office. 

SECTION 5.10. Salaries. The salaries of the officers 
and agents of the corporation e!ected by the board of direc~ors 
shall be fixed from time to time by the board of direc~ors. 

ARTICLE VI 

Certificates of Stock, Transfer, Etc. 

SECTION 6.01. Issuance. Each stockholder shall be 
entitled to a certificate of certificates for shares of stock of 
the corporation owned by him upon bis request therefor. The 
stock certificates of the corporation shall be numbered and 
registered in the stock ledger and transfer books of the 
corporation as they ate issued. They shall be signed by the 
president of a rice president and by the secretary of ah 
assistant secretary or the treasurer of an assistant treasurer, 
and shall bear the corporate seal, which may be a facsímile, 
engraved of printed. Any of of all the signatures upon such 
certificate may be a facsímile, engraved of printed. In case any 
officer, transfer agent of registrar who has signed, of wnose 
facsimile signature has been placed upon, any share certificate 
shall have ceased to be such officer, transfer agent of 
registrar, before the certificate is issued, it may be issued 
with the same effect as ir he were such officer, transfer agenz 
of registrar at the date of its issue. 

SECTION 6.02. Transfer. Upon surrender to the 
corporation of the transfer agent of the corpora~ion cfa 
certificate for shares du!y endorsed of accompanied by prcDer 
evidence of succession, assignation or authority to transfe=, i= 
shall be the duty of the corporation to issue a new cer=iflca=e 
to the person entitled there[o, cancel the old certiflcate and 
record the transaction upon its books. No transfer sna!! be made 
which would be inconsistent with the provisions of Arzlc!e 9, 
Title 6 of the Delaware Uniform Commercial Code-Investmen= 
Securities. 
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SECTION 6.03. Stock Certificates. Stock certificates 
of the corporation shall be in such formas provided by statute 
and approved by the board of directors. The stock record books 
and the blank stock certificates books shall be kept by the 
secretary or by any agency designated by the board of directors 
for that purpose. 

SECTION 6.04. Lost, Stolen, Destroyed or Mutilated 
Certificates. The board of directors may directa new 
certificate of certÆficates to be issued in place of any 
certificate of certificates theretofore issued by the corporation 
alleged to have been lost, stolen or destroyed, upon the making 
of an affidavit of that fact by the person claiming the 
certificate of stock to be lost, stolen or destroyed. When 
authorizing such issue of a new certificate or certificates, the 
board of directors may, in its discretion andas a condition 
precedent to the issuance thereof, require the owner of such 
lost, stolen or destroyed certificate of certificates, or his 
legal representative, to advertise the same in such manner as ir 
shall require and/or to gire the corporation a bond in such sum 
as ir may direct as indemnity against any claim that may be made 
against the corporation with respect to the certificate alieged 
to have been lost, stolen or destroyed. 

SECTION 6.05. Record Holder of Shares. The corporation 
shall be entitled to recognize the exclusive right of a person 
registered on its books as the owner of shares to receive 
dividends, and to vote as such owner, and to hold liable for 
calls and assessments a person registered on its books as the 
owner of shares, and shall not be bound to recognize any 
equitable of other claim to of interest in such share of shares 
on the part of any other person, whether of not ir shall have 
express or other notice thereof, except as otherwise provided by 
the laws of Delaware. 

SECTION 6.06. Determination of Stockholders of 
Record. In order that the corporation may determine the 
stockholders entitled to notice of of to vote at any meeting of 
stockholders of any adjournment thereof, the board of direc~crs 
may fix a record date, which record date shall not precede the 
date upon which the resolution fixing the record date is adooted 
by the board of directors, and which record date shall nos De 
more than sixty nor less than ten days before the date of such 
meeting. Ir no record date is fíxed by the board of direc~czs, 
the record date for determining stockholders en~itled to nc~zce 
of or to vote ata meeting of stockholders shall be at the clcse 
of business on the day next Dreceding the day on which no~ice is 
given, of, ir notice is waived, at the close of business en ~ne 
day next preceding the day on which the mee~ing is held. A 
determination of stockholders of record entitled to notice of cz 

- 1 8 2  - q 7 7 6  



m m NI m m m ~'mIF" u m Mm m m 

to vote ata meeting of stockholders shall apply to any 
adjournment of the meeting; provided, however, that the board of 
directors may ~ix a new record date for the adjourned meeting. 

In order that the corporation may determine the 
stockholders entitled to consent to corporate action in writing 
without a meeting, the board of directors may fix a record date, 
which record date shall not precede the date upon which the 
resolution fixing the record date is adopted by the board of 
directors, and which date shall not be more than ten days after 
the date upon which the resolution fixing the record date is 
adopted by the board of directors. Ir no record has been f~xed 
by the board of directors, the record date for determining 
stockholders entitled to consent to corporate action in writing 
without a meeting, wnen no prior action by the board of directors 
is required by the DGCL, shall be the first date on which a 
signed written consent setting forth the action taken or proposed 
to be taken is delivered to the corporation by delivery to its 
registered office in Delaware, its principal place of business, 
of ah officer of agent of the corporation having custody of the 
book in which proceedings of meetings of stockholders ate 
recorded. Delivery made to a corporation~s registered office 
shall be by hand of by certified or registered mail, return 
receipt requested. Ir no record date has been fixed by the board 
of directors and prior action by the board of directors is 
required by the DGCL, the record date for determining 
stockhoiders entitled to consent to corporate action in writing 
without a meeting shall be at the close of business on the day on 
which the board of directors adopts the resolution taking such 
prior action. 

In order that the corporation may determine the 
stockholders entitled to receive payment of any dividend of other 
distriDution of allotment of any rights of the stockholders 
entitled to exercise any rights in respect of any change, 
conversion of exchange of stock, or for the purpose of any other 
lawfu! action, the board of directors may fix a record date, 
which record date shall not precede the date upon which the 
resolution fixing the record date is adopted, and which record 
shall be not more than sixty days prior to such action. If no 
record date is fixed, the record date for determining 
stockholders for any such purpose shall be at the close of 
business on the day on which the board of directors adopts :he 
resolution relating thereto. 
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ARTICLE VII 

Indemnification of Directors, Officers and 
Other Authorized RepresentaEives 

i 

SECTION 7.01. Indemnification of Authorized 
Represeñtatives in Third Party Proceedin@s. The corporation 
shall indemnify any person who was of is ah authorized 
representative of the corporation, and who was of is a party, of 
is threatened to be made a party to any third party proceeding, 
by reason of the fact that such person was or is an authorized 
representative of the corporation, againsE expenses, judgments, 
penalties, fines and amounEs paid in settlement actually and 
reasonably incurred by such person in connection with such third 
parEy proceeding ir such person acted in good faith and in a 
manner such person reasonably believed to be in, of not opposed 
to, the bese inEerests of the corporation and, with respect to 
any criminal third party proceeding, had no reasGnable cause to 
believe such conduce was unlawful. The termination of any third 
party proceeding by judgment~ order, settlement, indictment, 
conviction or upon a plea of nolo contendere of its equivalent, 
shall noE of itself create a presumpEion Ehat the authorized 
representative did not acE in good faith and in a manner which 
such person reasonably believed to be in of not opposed to, the 
best inEerests of the corporation, and, wiEh respecE to any 
criminal third party proceeding, had reasonable cause to be!leve 
that such conduct was unlawful. 

SECTION 7.02. Indemnification of Authorized 
Representatives in Corpora~e Proceedin@s. The corporation shall 
indemnify any person who was of is an authorized represen~a[ive 
of the corporation and who was of is a party of is threatened =o 
be made a par~y to any corporate proceeding, by reason of the 
fact that such person was of is ah authorized representative of 
the corporation, against expenses actually and reasonably 
incurred by such person in connection with the defense of 
setElement of such corporate action ir such person acted in good 
faith and in a manner reasonabiy be!ieved to be in~ of not 
opposed to, the best interests of the corporation, except that no 
indemnification shall be made in respect of any claim, issue o= 
matter as to which such person shall have been adjudged to Ce 
fiable to the corporation unless and only to the extent =ha- -~e 
Court of Chancery of the cou=t in which such corporate prcceedlr:G 
was pending shall determine uDon application that, despite =he 
adjudication of liability but in view of all the circumstances cf 
the case, such authorized represenEat~ve is fairly and reascnaDi ' 
entitled to indemnity for such expei~~es which the Courz of 
Chancery of such other cour~ shail deem prope~. 
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SECTION 7.03. Mandatory Indemnification of Authorized 
Representatives. To the extent that ah authorized represen<a<~ve 
of the corporation has been successful on the merits of otnerwise 
in defense of any third party of corporate proceeding or in 
defense of any claim, issue or matter therein, such person shall 
be indemnified against expenses actually and reasonably incurred 
by such person in connection therewith. 

SECTION 7.04. Determination of Entitlement to 
Indemnification. Any indemnifica~ion under Section 7.01, 7.02 of 
7.03 of this Article (unless ordered by a court) ~hall be made by 
the corporation only as authorized in the specific case upon a 
determination that indemnification of the authorized 
representative is proper in the circumstances because such person 
has either met the applicable standard of conduct set forth in 
Section 7.01 of 7.02 or has been successful on the merits or 
otherwise as set forth in Section 7.03 and that the amount 
requested has been actually and reasonably incurred. Such 
determination shall be made: 

(i) By the board of directors by a majority 
of a quorum consisting of directors who were not parties to 
such third party or corporate proceeding, of 

(2) Ir such a quorum is not obtainable, of, 
even ir obtainable, a majority vote of such a quorum so 
directs, by independent legal counsel in a written opinion, 

of 

(3) By the stockholders. 

SECTION 7.05. Advancin@ Expenses. 

(i) Expenses actually and reasonably incurred 
in defending a third party of corporate proceeding shail be 
paid on behalf of a director by the corporation in advance of 
the final disposition of such third party or corporate 
proceeding upon receipt of ah undertaking by of on be~a!f of 
the director to repay such amount if ir shall ultimate!y be 
dete[mined that such person is not en~it!ed to be indemnified 
by the corporation as authorized in this Article. 

(2) Expenses actually and reasonably incu:red 
in defending a third party of corporate proceeding shaii be 
paid on behalf of an authorized representative otner tnana 
director by the corporation in advance of the final 
disposition of such tnird party of corporate proceeding as 
authorized by the board of directors upon receipt of an 
undertaking by of on behalf of sucn authorized representative 
to repay ir ir sha!l ultimately be determined that sucn 
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person is not entitled to be indemnified by the corporation 
as authorized in this Article. 

(3) The financial ability of any authorized 
representative to make a repayment contemplated by this 
Section shall not be a prerequisite to the making of ah 
advance. 

SECTION 7.06. 
Article: 

Definitions. For purposes of this 

(1) "authorized representative" shall mean a director of 
officer of the corporation, ora person serving at the 
request of the corporation asa director, officer, or 
trustee, of another corporation, partnership, joint 
venture, trust of other enterprise; 

(2) "corporation" shall include in addition to the resulting 
corporation, any constituent corporation (inc!uding any 
constituent of a constituent) absorbed in a 
consolidation of merger which, ir its separate existente 
had continued, would have had power and authority to 
indemnify its directors, officers, employees of agents, 
so that any person who is of was a director, officer, 
employee of agent of such constituent corporation, or is 
of was serving a= the request of such constituent 
corporation asa director, officer, employee or agent of 
another corporation, partnership, joint venture, trust 
or other enterprise, shall stand in the same position 
under the provisions of this Article with respect to the 
resulting or surviving corporation as such person would 
have with respect to such constituent corporation if its 
separate existence had continued. 

(3) "corporate proceeding" shail mean any threatened, 
pending of completed action of suit by of in the right 
of the corporation to procure a judgment in its favor of 
investigative proceeding by the corporation; 

(4) "criminal third party proceeding" shall include any 
action or investigation which could or does lead to a 
criminal third party proceeding~ 

(5) "expenses" shal! include attorneys' lees and 
disbursements; 

(6) "fines" shall include any excise taxes assessed on a 
person with respect to an employee benefit plan; 

(7) "not opposed to the best interest of the corporaticn" 
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shall include actions taken in good faith and in a 
manner the authorized representativo reasonably believed 
to be in the interest of the participants and 
beneficiarios of ah employee benefít plan; 

(8) "other enterprises" shall include employee benefit 

p!ans; 

(9) "party" shall include the giving of testimony or similar 

involvement; 

(i0) "serving at the requœst of the corporation" shal! 
include any service asa director, officer or employee 
of the corporation which imposes duties on, or involves 
services by, such director, officer of employee with 
respect to ah employee benefit plan, its participants, 

or beneficiarios; and 

(ii) "third party proceeding" sha!i mean any threatened 
pending or completed action, suit of proceeding, whether 
civil, criminal, administrativo, or investigative, other 
than ah action by of in the right of the corporation. 

SECTION 7.07. Insurance. The ccrporation may purchase 
and maintain insurance on behalf-of any person who is of was a 
director, officer, employee or agent of the corporation, of is of 
was serving at the request of the corporation asa director, 
officer, employee of agent of another corporation, partnership, 
joint venture, trust or other enterprise against any liability 
asserted against him and incurred by him in any such capacity, of 
arising out of bis status as such, whether of not the corporation 
would have the power of the obligation to indemnify such person 
against such liability under the provisions of this Artic!e. 

SECTION 7.08. SCODe of Article. The indemnification of 
autherized representatives and advancement of expenses, as 
authorized by the preceding provisions of this Artic!e, shall not 
be deemed exclusive of any other rights to which those seeking 
indemnification of advancement of expenses may be entitled under 
any statute, agreement, vote of stockholders or disinterested 
directors or otherwise, both as to action in ah official capacity 
andas to action in another capacity. The indemnificaticn and 
advancement of expenses provided by of granted pursuant to tnis 
Article shall, unless otherwise provided when authorized c: 
ratified, continuo as to a person who has ceased to be an 
~uthorized representative and shal{ inure to the benefit of the 
heirs, executors and administrators of sucNa person. 

SECTION 7.09. Reliance on Provisions. Each Derscn "wno 
shall actas ah authorized representative of the corporatizn 
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shall be deemed to be doing so in reliance upon rights of 
indemnification provided by this Article. 

ARTICLE VIII 

General Provisions 

SECTION 8.01. Dividends. Dividends upon the capital 
stock of the corporation, subject to the provisions of the 
certificate of incorporation, if any, may be declared by the 
board of directors at any regular or special meeting, pursuant to 
law. Dividends may be paid in cash, in property, or in shares of 
the capital stock of the corporation, subject to the provisions 
of the certificlte of incorporation. Before payment of any 
dividend, there may be set aside out of any funds of the 
corporation available for dividends such sum of sums as the 
directors from tlme to time, in their absoluto discretion, think 
proper asa reserve or reserves to meet contingencies, of for 
equalizing dividends, or for repairing or maintaining any 
property of the corporation, or for such other purpose as the 
directors shall think conducive to the interest of the 
corporation, and the directors may modify of abolish any such 
reserve in the manner in which ir was created. 

SECTION 8.02. Annual Statements. The board of 
directors shall presentat each annual meeting, and a~ any 
special meeting of the stockholders when called for by vote of 
the stockholders, a full and clear statement of the business and 
condition of the corporation. 

SECTION 8.03. Contracts. Except as otherwise provided 
in these by-laws, the board of directors may authorize any 
officer or officers including the chairman and rice cnairman of 
the board of directors, or any agent or agents, to enter in=o anv 
contract or to execu~e or deliver any instrument on behalf of the 
corporation and such authori~y may be general or confined to 
specific instances. 

SECTION 8.04. Checks. Al1 checks, notes, bi!ls of 
exchange or other orders in writing shall be signed by such 
person of persons as the board of directors may from time ~o time 
designate. 

SECTION 8.05. CorDo[ate Seal. The corporate s e a /  snail 
, , .have-inscribed th~reon the name of the cbrporatibn, the year cf 

its organiza~ion and the words "Corporate Seal, Deiaware" The 
seal may be used by causing ir of a facsímile thereof to De 
impressed of affixed or in any other manner [eproduced. 
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SECTION 8.06. Deposits. Al1 funds of the corporatlon 
shall be deposited from time to time to the credit of the 
co~poration in such banks, trust companies, of other depositories 
as the board of d ~ectors may app~ove of designase, and all sucn 
funds shall be w Jrawn only upon checks signed by such one or 
more officers of )loyees as the board of directors shall frcm 
time to time det he. 

SECTION 7. Corporate Records. At least ten days 
before every mee :; of stockholders, a complete list of the 
stockho!ders enti ed to vote at the meeting, arranged in 
alphabetical order, and showing the address of and number of 
shares registered in the name of each s~ockholder, shall be open 
to the examination of any stockholder, for any purpose germane to 
the meeting, either ata place within the city where the meeting 
is to be neld, which place shall be specified in the notice of 
the meeting, of ir not so specified, at the place where the 
meeting is to be held. The list shall also be produced and kept 
at the time and place of the meeting during the whole time 
thereof, and may be inspec~ed by any stockholder who is present. 

Every stockholder shall, upon written demand under oath 
stating the purpose thereof, have a right to examine, in person 
of by a@ent of attorney, during the usual hours for business, for 
any proper purpose, the stock !edger, books or records of 
account, and records of the proceedings of the stockholders and 
directors, and make copies of extracts therefrom. A proper 
purpose shall mean a purpose reasonably related to such person's 
interest asa stockholder. In every instance where ah a~torney 
of other agent shall be the person who seeks the right to 
inspection, the demand under oath shall be accompanied by a power 
of attorney of stlch other writing which authorizes the attorney 
of o~her agent to so act on behalf of the stockholder. The 
demand under oath shall be directed to the corporation at its 
registered office in Delaware of at its principal place of 
business. Where the s~ockholder seeks to inspect the bocKs and 
records of the corporation, other than its stock ledger or list 
of stockholders, the stockho!der shall first estabiish 
(1) compliance with the provisions of this section respecting the 
form and manner of making demand for inspection of sucn dccument; 
and (2) that the insDection sough~ is fora proper purpose. 
Where the stockhoider seeks to inspect the stocK ledget cr lis= 
of stockholders of the corDoration and has ccmplied with the 
proyisions of thfs section res~eclin~ the form and ma~ner sí 
making demand for inspection of such documents, the burden =f 
proof shal! be upon the corporation to establish that the 
inspection sought is for ah improper purpose. 

Any director shall have the right to examine the 
corporation's s~ock iedger, a list of its stockholders and its 
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other boeks and records fora purpose reasonably related to hls 
position asa director. The Court of Chancery is hereby vested 
with the exclusive jurisdiction to determine whether a director 
is entitled to the inspection sought. The court may sun~ari[y 
order the corporation to permit the director to inspect any and 
all books and records, the stock ledger and the stock list and to 
make copies of extracts therefrom. The court may, in its 
discretion, prescribe any limitations of conditions with 
reference to the inspection, of award such other and further 
relief as the court may deem just and proper. 

SECTION 8.08. Amendment of By-Laws. These by-laws may 
be altered, amended or repealed or new by-laws may be adop~ed by 
the stockholders of by the board of directors, when such power is 
conferred upon the board of directors by the certificate of 
incorporation, at any regular meeting of the stockholders of of 
the board of directors orat any special meeting of the 
stockholders or of the board of directors ir notice of such 
alteration, amendment, repeal of adoption of new by-laws be 
contained in the notice of such special meeting. 

SECTION 8.09. Restriction on Transfe:o No stockholder 
shall sell, transfer of otherwise dispose of such stockholder's 
shares without first offering sa~d share~ to the corporation of 
to the other stockholders in accordance with the terms of the 
Joint Venture Agreement dated , 1988 by and among ali the 
stockholders of the corporation. 
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EXHIBIT D 

List of Nominees for Directors of the Com~any 

Rorer Representatives: 

Mundy Representatives: 

University Representative: 
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EXHIBIT E 

List of Nominees for Executive Committee 

i. Gregory R. Mundy 
2. James R. Tretter 
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EXH[B[? -- 

EMPLOYMENT AGREEMENT 

EMPLOYMENT AGREEMENT, dated , 1988, 
between [the Joint Venture Company], a [Delaware] corporation 
(the "Company"), wi=h its principal offices 
at and Gregory R. Mundy M.D., 
Ph.D. (the "Employee"), with reference to the following RECITALS: 

R E C I T A L S 

A. The Employee, Rorer Group Inc. ("Rorer") and The 
University of Texas Health Science Center at San Antonio (the 
"University") are parties to a Joint Venture Agreement of even 
date herewith (the "Joint Venture Agreement") pursuant to whicn 
the parties thereto agree to form the Company for the purpose of 
conducting certain business in the field of bone metaboiism. 

B, 

meta.bolism. 
The Employee is an expert in the field of bone 

C. The Employee's execution and de!ivery of this 
Employment Agreement is a condition to the obligation of each of 
the parties to the Joint Venture Agreement to consummate the 
Joint Venture Agreement. 

NOW, THEREFORE~ the parties hereto, for the 
consideration set forth in the foregoing Recitals and the mutual 
covenants herein contained and intending to be legally bound, 
agree as follows: 

i. Employment. The Company hereby employs the 
Employee, and the Emp!oyee hereby accepts such employment and 
agrees to perform his duties and responsibilities hereunder, in 
accordance with the terms and conditions hereinafter set fo[:n. 

2. Employment Term. The employment term of this 
Agreement (the "Employment Term") sna!l commence as of tse /a<e 
hereof and shall continue for ~hree years, unless termina~ed 
sooner in accordance wi<h Seczion !i hereof. The Ccmpany snail 
have the right to extend the Employmen~ Term on the same te:ms 
and conditions set forth herein to coincide with the term of %he 
Resea•ch and Development Agreemen~ of even date herewitn be=wee= 
the Company and Rorer. The Empioyment Term shal! include the 
original Employment Term and any extension thereof. 
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3. Duties and Responsibilities. The Employee shall perform 
such services and discharge such duties and responsibilities as may be 
prescribed from gime to time by the Board of Directors or the President 
of the Company, 5crve in such capacities, titles and positions with respect 
to the Company, and perform all duties and accept al! responsibilities 
incidental to any such capacities, titles and position, as the Board of 
Directors or President of the Company may direct, including, without 
limitation, performing research re!ating to (i) the identification and 
isolation of unique bone growth proteins, (ii) the testing of proteins of 
other factors for their effects on osteoblast function in vivo, and (iii) 
the development of novel drug delivery systems to target bone growth factors 
to sites of bone damage (Joint Venture Business). The Employee shai! 
provide such services for, and consult with and advise, without additional 
compensation, corporations affiliated with the Company as the Board of 
DirectGrs or the President of the Company may from time to time specify. 

4. Extent of Service. The Employee shall use his best efforts 
in the business of the Company and devore at least one full day per week to 
the performance of his services and the discharge of bis duties and respon- 
sibi!ities hereunder. The Employee's services initially will be rendered 
principally in San Antcnio, Texas. 
.. 5. Compensation. [FoD all the services rendered by the Emp!oyee 
hereunder, the Company shall pay the Employee a salary at the annual rate of 
$ , less withholding required by law. Such salary shall be payab!e in 
installments at such times as the Company customarily pays its other employees 
(but in any event not less often than monthly).] 

6. Business Expense. The Company will reimburse the Employee 
for al! ordinary and reasonabie out-of-pocket business expenses incurred by 
the Employee in connection with bis performance of service hereunder during 
the Employment Term in accordance with the Company's expense approval 
procedures then in effect and upon presentation to the Company of ah itemized 
account and written proof of such expenses. 

7. Inventions r Desi~ns and Product Developments. Al1 inven- 
tions, innovations, designn, ideas and product developments (collectivelv, 
the "Developments"), developed or conceived by the Employee, solely of 
jointly with others, whether of not patentable of copy-rightable, at anv 
time during the Employment Term and which relate to the Joint Venture 
Business as that term is defined in the Joint Venture Agree-ment or %c 
similar business activities engaged in by the Company and all of the 
Employee's right, rifle and interest therein, shall be the excluslve 
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property of the Company. Al1 patent applications for 
Developments relating to the Joint Venture Business and which a~e 
applied for by <he Employee within three years after the 
expiracion of the Employme~t Term shal! be owned by the 
Company. The Employee hereby assigns, transfers and conveys to 
the Company all of his right, tit!e and interest in and to any 
and all such Developments. The Employee shal! disclose fully, as 
soon as practicable and in writing, ail Developments to the Board 
of Directors of President of the Company. At any time and from 
time to time, upon the request of the Company, the Employee shail 
execute and deliver to the Company any and al! instruments, 
documents and papers, give evidence and do any and all otner acts 
which, in the opinion of counsel for the Company, ate of may be 
necessary of desirable to document such transfer or to enab!e the 
Company to file and prosecute applications for and to acquire, 
maintain and enforce any and all patents, trademarks, 
registrations of copyrights under United States of foreign law 
witn respect ~o any such DeveloDments of to oDtain any extension, 
validation, re-issue, continuance of renewal of any sucn pa[ent, 
trademarK o[ copyright. The Company will be responsib!e for the 
preparation of any such instruments, documents and [aDers and fcr 
the prosecution of any such proceedings and will reimburse the 
Employee for all reasonable expenses ihcurred by him in 
compliance with the provisions of this Section. 

8. Confidential Information. The Employee 
acknowledges tha~, by reason of bis employment by and service to 
the Company, he will have access to confidential information of 
the Company (and its affiliates) ("Confidential Information"). 
The Employee acknowledges that such Confidential Information is a 
valuable and unique asset of the Company and covenants that, both 
during and after the Employment Term, he will not disc!ose any 
Confidential Information to any person (except as his duties as 
ah employee of the Company may require) without the prior written 
authorization of the Board of Directors of the Company. 

9. NoncomDetition. The noncompetition covenant 
contained in thls Section snal! be cumulat!ve and in additisn -~ 
the noncomDetition covenant in the Joint Venture Agreement. The 
Empioyee acKnow!edges that he has specia!ized knowiedge and 
exDerience in the Company's business, and that if his knowiedce 
and experience are used to cempe<e with the Company, ser:cus na:: 
to the Company may result. Thus, the Empioyee agrees tnat ! ~ ::: 
the Employee's employment by the Company and fora period cf 
three years thereafter, the Emp!oyee shali not, unless actinc 
pursuant hereto of with the orior written ccnsent of the Boa[ ~ -: 
Directors of ~he Company, direc<iy of indirectly, perform 
services for any person, company of other entity which comDe<es 
with the business of the Compar J and snal! not cwn, manage, 

~oin cont~s~ cr ~ar-icipate in the cwne~s-~~ operate, finance, ~ , _ . 
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management, operation, financing of control of, of be connected 
as an officer, director, employee, partner, principal, agent, 
representative, consultant of otherwise with any business of 
enterprise engaged in the same business as the Company, provided, 
however, that this Drovision shall not be consnrued to proniDin 
the ownership by the Employee of not more than 5% of any class of 
securities of any corporation which is engaged in the foregoing 
business having a class of securities registered pursuant ~o the 
Securities Exchange Act of 1934. In the event than the 
provisions of tNis Section should ever be adjudicated to exceed 
the time, service of product limitations permitted by app•icab!e 
law in any jurisdiction, then such provisioms shail be deemed 
reformed in such jurisdiction to the maximum time, service or 
product limitations permitted by applicable law. 

!0. Equitable Relief. The Employee acknow!edges that 
the restrictions contained in Sections 7, 8 and 9 hereof ate, ~n 
view of the nature of the business of the Company, reasonaDle and 
necessary to protect the legitimate interests of the Company, and 
that any violation of any provisions of those Sections wiil 
result in irreparable injury to the Company. The Employee alzo 
ac~nowledges nnat the Company shall be en~itied to tempora~y and 
permanent injunctive relief, witho~t the necessity of proving 
actual damages, and to an equitable accounting of all earnings, 
profits and otner benefits arising from any such violation, which 
rights sha!l be cumulative and in addition to any other rights of 
remedies to which the Company may be entitled. In the event of 
any such violation, the Company shall be entitled to commence an 
action for temporary and permanent injunctive relief and other 
equitable relief in any court of competent jurisdiction and the 
Empioyee further irrevocably submits to the jurisdiction of any 
[Pennsylvania] court of Federal court sitting in [Philadelphia, 
Pennsylvania] over any suit, action or proceeding arising out of 
or re!ating to this Section 10. The Employee hereby waives, to 
the fuilest extent permitted by law, any objection tha< he may 
now or hereafter have to such jurisdiction or to the venue of any 
sucn suit, action or proceeding brought in such a court and anv 
c!aim that such sui~, ac~ion or oroceeding has been brougn~ in 
any incenvenient forum. Effective service of process may be made 
upon the Employee by mail under the notice provisions contained 
in Section 12 hereof. 

ii. Termination. . 

(a) Partial of T ctal Disability. In the even: 
that the Employee is unaole to per=orm nis duties and 
responsibilities hereunder to the =uli ex~ent required by the 
Board of Direczors of the Company by reason of i!iness, injury :: 
incapacity for six months, the Emplcymen- m=rm may be ~=.m.nac_- 
by the Ccmpany and -se Ccmpany shaLi have no furtner liabii'<v -: 
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obligation to the Employee hereunder except for unpaid salary and 
benefits accrued to the date of termination. The Employee 
agrees, in the event of any dispute under this Section, to submit 
to a physica! examination by a licensed physician selected by ~ne 
Company, the cost of such examination to be paid by the Company. 

(b) Death. In the event that the Employee dies, 
this Employment Agreemen~ (except for the provisions of Sections 
7 and 10 hereof) snall terminase and thereafter the Company shall 
have no liability of obligation to the Employee, bis executors, 
administrators, heirs, assigns of any other person claiming under 
of through him except for unpaid salary and benefits accrued to 
the date of bis death. 

(c) Cause. Nothing in this Employment Agreement 
shall be construed to prevent the termination of the Employment 
Term by the Company for the failure of the Employee to observe of 
perform any of ~Ne terms of provisions hereof or by the Board of 
Directors of the President of the Company at any time for 
"cause." For purposes of this Agreement, "cause" shall include 
but not limited to the failure of the Employee to observe of 
perform (other tnan by reason of illness, injury of incaDacity) 
any of the terms of willful misconduct and material neglect of 
the Company's business. 

(d) Termination Without Cause; Wron@ful 
Termination. The Company may terminate the Employment Term at 
any time without cause, after which termination the Company shai! 
have no liability of obligation to the Employee hereunder exceDz 
for unpaid salary and benefits accrued to the date of termination 
[and one-half of Employee's annual salary for the balance of the 
Employment Term; such salary to be payable in installments at the 
times the same would have become due but for the termination.] 
The Company's liability, ir any, for payments to the Employee by 
virtue of any wrongful termination of the Employee's employmenz 
pursuant to this Employment Agreement shall be in lieu of and 
shall not exceed wNat would be payable to the Employee ir the 
termination had been made under this Section li(d). 

12. Survival. Notwithstanding the termination of nhe 
Employment Term pursuant to Section ii of pursuant to the 
expiration of its Employment Term, the obligations cf the 
Employee under Sec~ions 7, 8 and 9 hereof shai! survive and 
remain in full force and effect and the Company snall be ennitied 
to equitabie reiief against the Employee pursuant to the 
provisions of Section 10 hereof. 

13. Employment bv che University. The Parties heredo 
acknowledge thaE ~~e Employee is a memDer of the faculty at ~he 
Universizy. The Employee agrees nct to perform any services 
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related to the Joint Venture Business in University facilities 
and during the Employment Term not to perform for the University 
of any other person of enticy other than the Company, any 
services directed toward the creation of novel drug delivery 
systems for the trea~ment of bone injuries, osteoporosis and 
metabolic bone diseases. 

14. Notice. All notices and other communications 
required of permitted hereunder of necessary of convenient in 
connec~ion herewith shall be in writing and shall be deemed to 
have been given when mailed by regis~ered of certified mail, 
return receipt requested, as follows (provided that notice of 
change of address shall be deemed given only when receive~): Ir 
to the Company, at the Company's address provided on the first 
page of chis Agreement; if to the Employee, at the Employee's 
address provided on the signature page of this Agreement or to 
such other names or addresses as the Company of the Employee, as 
the case may be, snall designace by nocice to the otner parcy 
hereto in che manner specified in chis Section. 

15. Governin• Law. This Agreement sha!l be governed by 
and interpreted under che laws of the Stace of Texas wicncuc 
giving effect to any conflict of laws provisions. 

16. Contents of Agreement, Amendment and Assignment. 
This Agreement seis forth the entire understanding between the 
parties hereto with respec~ to the subject matter hereof and 
cannot be changed, modified of terminated except upon written 
amendment duly executed by the parties hereto. Al1 of the terms 
and provisions of this Agreement shall be binding upon and inure 
to the benefit of and be enforceable by the respective heirs, 
representatives, successors and assigns of the parties hereto, 
except that the duties and responsibilities of the employee 
hereunder ate of a personal nature and shall not be assignable in 
whole or in part by the Employee. 

17. Severabilitv. Ir any provision of this Employment 
Agreemnc of application tñereof to anyone of under any 
circumstances is adjudicated to be invalid of unenforceable in 
any jurisdiction, such invalidity of unenforceability snali ncc 
affecc any other provisions of applications of ~~is Empioyment 
Agreement which can be given effect without the invalid of 
unenforceable provision of applica~ien and snall noc invalidaze 
of tender unenforceable sucn provision in any otBer jurisdic~ion. 

18. Remedies Cumulative; No Waiver. No remedy 
conferred upon the Company by ~nis Empioyment Agreemen~ is 
intended to be exclusive of any other remedy, and each and ever-; 
such remedy shail be cumu!ative and shall be in addition to anv 
other remedy given hereunder oF ncw cr hereafter existing a~ law 
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of in equity. No delay of omission by the Company in exercising 
any right, remedy of power hereunder of existing at law of in 
equity shall be construed asa waiver thereof, and any such 
right, remedy or power may be exercised by the Company from time 
to time andas often as may be deemed expedient or necessary by 
the Company in its sole discretion. 

IN WITNESS WHEREOF, the undersigned have execu~ed this 
Agreement as of the date firs~ above written. 

Attes~: [ ] 

By: 

Witness Gregory R. Mundy M.D., Pn.D. 

Address 
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V. OTHER MATTERS 

1. U. T. System: Adoption of Endowment Policy__Guide- 
l-lnes and Trust Fund Real Estate Polícy_Statement.-- 
At the October 1987 meeting of the U. T. Board of 
Regents, Land and Investment Committee Chairman 
Ratliff requested that the Office of the Chancellor 
undertake a review of The University of Texas System 
endowment policies and programs. 

In accordance therewith, the Board adopted the 
U. T. System Endowment Policy Guidelines set out on 
Pages 201 - 204 and the U. T. System Trust Fund Real 
Estate Policy Statement set out on Pages 205 - 209. 

The U. T. System Endowment Policy Guidelines 
address (a) administrative review of proposed gifts 
to fund endowments and review of the terms of pro- 
posed endowments, (b) investment restrictions 
requested by a donor and (c) payout and reinvest- 
ment policies on endowments. These guidelines 
state that it is the intent of the Board that each 
institution adopt policies that ensure partial 
reinvestment of earned income into the corpus of 
endowment accounts and that these policies set as 
a goal reinvestment of at least ten percent of 
endowment earnings. 

The U. T. System Trust Fund Real Estate Policy 
Statement addresses the review and evaluation of 
proposed gifts of real estate and the management 
of trust fund real estate including the authoriza- 
tion for the Executive Vice Chancellor for Asset 
Management to execute documents required for trans- 
actions involving trust fund real estate within 
specified dollar limits. 

See Page 209 related to amendments to the Regents' 
Rules and Regulations, Part Two, Chapter I which 
implement the intent of the Endowment Policy 
Guidelines. 
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U. T. SYSTEM END0WMENT POLICY GUIDELINES 

Endowments are a critical element in The University of 
Texas System's drive to develop and maintain quality in 
faculty, students and facilities. The U. T. Board of 
Regents is committed to insuring that these endowments 
provide, on a permanent basis, stable of growing purchas- 
ing power to support their dedicated activities. This 
goal may be achieved through judicious investment, pay- 
out, reinvestment and administrative policies which com- 
bine to promote the maintenance of the principal value 
of each gift in inflation-adjusted terms. 

While these Endowment Poiicy Guidelines contain certain 
requirements, which are written in this statement using 
verbs such as "must" and "shall," other statements indi- 
cate the preference of the Board and generally are writ- 
ten using conditional verbs such as "should." The Board 
recognizes that each endowment is unique and that excep- 
tions may, from time to time, be appropriate. 

Administrative Policy 

(I) A written donative instrument should be obtained 
for each new endowment fund established. This 
instrument would preferably include language encour- 
aged in the Investment Policy and Payout and Rein- 
vestment Policy sections of these Guidelines as 
well as the following: 

(a) 

(b) 

(c) 

a statement that these funds shall never 
become a part of the Permanent University 
Fund of the general funds 
a statement allowing any person of entity to 
make additions to the endowment provided that 
the additions ate made subject to the provi- 
sions of the donative instrument, and 
a statement that if, in the opinion of the 
Board, future circumstances change so that 
the purposes for which the endowment is estab- 
lished become iilegal, impractical of no 
longer able to be carried out to meet the 
needs of the component institution, the Board 
may designate an alternative use for the 
endowment payout to further the objectives 
and purposes of the component institution, 
giving consideration to the donor's special 
interest as evidenced by the original purpose 
of the endowment. 

In cases where no donative instrumemt is obtained, 
the solicitation letter or document sent to the 
donor of donor(s) may be used as evidence of dona- 
tive intent and purposes. Should the donor request 
of require that the donative instrument be signed by 
a representative of the Board (or anyone connected 
with the component or the System), the document may 
be signed only after acceptance of the endowment by 
the U. T. Board of Regents. Asa practical matter, 
the donated assets may be obtained and managed by 
the Office of Asset Management prior to acceptance 
by the Board. 

(2) The U. T. System will not under any circumstances 
(a) furnish property appraisals of valuations to 
donors for tax purposes of (b) knowingly participate 
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in a transaction in which the value of a gift is 
inflated above its true fair market value to obtain 
a tax advantage for a donor. It is the responsi- 
bility of the component business office to follow 
the appraisal and reporting requirements as detailed 
in the Internal Revenue Code. Proper records will 
be kept and information returns made on all property 
held for less than two years. 

(3) Component business offices and development offices, 
the Office of Asset Management, and the Office of 
General Counsel should operate in a cooperative man- 
ner to insure prompt transmissJon of information on 
endowments and of donations to fund endowments. 
Gifts of cash and marketable securities should be 
transmitted, in the prescribed manner, to the Office 
of Asset Management as soon as practicable. A coop- 
erative effort should be made to obtain repurchase 
provisions in the donative instrument when securi- 
ties are donated for which the donor or related 
parties are the primary market. Prompt internal 
notification of potential bequests and insurance 
claims should occur to allow U. T. System offices 
to monitor and pursue prompt collection. Gifts of 
real estate ate to be administered according to the 
U. T. System Trust Fund Real Estate Policy State- 
ment. Documents establishing a charitable remainder 
trust or life income fund must be approved by the 
Office of Asset Management and the Office of General 
Counsel prior to the execution of the contract and 
the submission of the endowment to the Board for 
acceptance. 

(4) Reviews to determine whether an asset to fundan 
endowment should be recommended for acceptance shall 
include consideration of any required cash expenses, 
liabilities, contingent liabilities, and unrelated 
business income taxes as well as any donor require- 
ments which may result in risk of loss such as use 
of a donor-selected custodian. The Office of Asset 
Management must concur that the economic risks ate 
appropriate prior to recommendation to the Board for 
acceptance of the gift. 

Investment Policy 

(i) The Office of Asset Management shall invest all 
endowment funds donated to U. T. System of its com- 
ponent institutions which are under the sole con- 
trol of the Board of Regents of the U. T. System. 
No matching funds or other funds of the U. T. 
System may be held of managed by a party selected 
by the donor unless specifically approved by the 
Board. No endowment shall be accepted in which 
the donor directs the investment transactions of 
holdings of may approve (other than by specific 
investment restrictions in the donative instrument) 
investment policy or strategy. 

(2) The primary and constant standard for making invest- 
ment decisions for endowments is the "Prudent Person 
Rule" which states that the investment manager may 
trade and retain investments... "that persons of 
ordinary prudence, discretion, and intelligence, 
exercising the judgment and care under the circum- 
stances then prevailing, acquire or retain for their 
own account in the management of their affairs, not 
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in regard to speculation but in regard to the per- 
manent disposition of their funds, considering the 
probable income as well as the probable safety of 
their capital." Any investment restrictions estab- 
lished by the donor in the donative instrument 
shall be reviewed to determine if the euthorized 
investments satisfy the prudent person standard. 
Specific written investment policy statements shall 
be approved by the U. T. Board of Regents for all 
commingled investment funds managed by the Office 
of Asset Management. 

(3) It is the specific and strong preference of the 
Board that all endowment gifts be eligible for 
commingling for investment purposes with other 
endowment funds. The Board has established the 
U. T. System Common Trust Fund, governed by its 
charter and invested according to the U. T. System 
Common Trust Fund Investment Policy Statement, to 
provide for the collective investment of endowment 
and trust funds. This commingling permits enhance- 
ment of long-term investment programs, affords 
appropriate risk control through diversification, 
and provides for optimization of asset mix through 
time. It follows that specific language in the 
donative instrument which allows merging or com- 
mingling, for investment purposes, should be 
actively encouraged by all staff members. Any 
restrictive !anguage precluding such commingling 
limits the diversification of investments and 
exposes an endowment to greater risk of loss or 
relatively poor investment performance. Further- 
more, investment restrictions are not necessary in 
order for the donor to receive accounting and 
investment performance reports on the endowment 
fund. The Office of Asset Management shall review 
and make recommendations on the acceptance of any 
investment restriction. 

(4) Restrictions by the donor on the sale of timing of 
the sale of donated property shou!d be viewed as an 
inves~nent restriction (since they will affect 
investment performance) and should be actively dis- 
couraged. However, any such restrictions which ate 
approved should be included specifically in the 
donative instrument in order to insure that the 
agreement is understood by all parties. 

Payout and Reinvestment Policy 

(~) The payout from an endowment shall not exceed 
received cash income unless otherwise specified by 
the donative instrument. Income shall be defined 
as dividend, interest, and other income but shall 
exclude net appreciation, both realized and unre- 
alized. Certain charitable remainder trusts and 
life income funds may be accepted which do not com- 

ply with this policy during the period in which the 
payout recipient is not the U. T. System or its 
institutions. 

(2) In order to insure that the Board has the ability 
to manage payout and reinvestment policies, word- 
ing in the donative instrument should be encouraged 
which specifically allows the following: 

(a) income earned and received during ayear to 
be retained in the endowment and expended 
for the purposes of the endowment in subse- 
quent years, and 
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(3) 

(4) 

(b) the designation of some portion of income 
from the endowment asa permanent addition 
to the principal of the endowment at the 
discretion of the Board or component insti- 
tution staff. 

The payout and reinvestment amounts, within any 
limitations imposed by the donative instrument, 
shou!d be established at levels which attempt to 
produce expendable funds which are reasonably sta- 
ble over time, address the needs of the established 
purpose, and permit the principal of the endowment 
to maintain of increase its value in inflation- 
adjusted terms over time. The Board annually estab- 
lishes a payout level for endowments invested in the 
U. T. System Common Trust Fund. Most separately 
invested endowments have specified payout formulas 
established in the donative instrument. The diver- 
sity of payout levels on endowment funds result in 
the need for specific case-by-case establishment of 
appropriate reinvestment levels. 

In keeping with the Board's com~itment to protect 
and enhance the purchasing power derived from endow- 
ment funds, the Board directs U. T. System component 
institutions to adopt, for incorporation in each 
institution's Handbook of Operating Procedures, 
policies and programs to ensure the partial rein- 
vestment of earned income into the corpus of endow- 
ment accounts to serve as an ongoing deterrent 
against erosion of the purchasing power of endow- 
ment funds due to inflation. 

Specifically, it is the intent of the Board, sub- 
ject to limits of restrictions set by donors and 
to the extent consistent with the purpose(s) and 
current income requirements of individual endow- 
ments, that these institutional reinvestment poli- 
cies set asa goal reinvestment of at least ten 
percent of the earnings on all institutional endow- 
ment accounts collectively, with an expectation 
that reinvested earnings on individual endowments 
will range considerably in a particular year due to 
varying expenditure requi~ements for each endowment. 

Additionally, the Executive Vice Chancellor for 
Asset Management is instructed to provide to the 
Board annually a report of the actual performance 
of inst~tutional endowments, individually and col- 
lectively, to provide a measure of the success of 
this reinvestment requirement and institutionally 
adopted policies. 

Al1 payout from endowments supporting unfilled aca- 
demic positions should be reinvested except for 
amounts necessary to fund costs relating to recruit- 
ment activities. 
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U. T. SYSTEM TRUST FUND REAL ESTATE POLICY STATEMENT 

Objectives 

The Board of Regents of The University of Texas System 
accepts gifts and bequests of real estate which have a 
clear potential of contributing to the programs of the 
U. T. System and its component institutions. Al1 such 
interests in real estate ate held in a fidüciary capac- 
ity for the benefit of the component institution or fund 
or program designated by the donor and approved by the 
Board. 

Trust Fund Real Estate Defined 

For the purpose of this policy statement, trust fund real 
estate shall be defined to be all real estate other than 
campus land which is donated or bequeathed to the U. T. 
System or any of its component institutions regardless 
of type, location, or designated use of the funds to be 
derived therefrom. 

Policies 

(I) Gifts of real estate to the U. T. System of its com- 
ponent institutions will be accepted if substantial 
proceeds can be reaiized in a timely manner relative 
to the expenses and efforts required to hold, main- 
tain and manage the property until disposition. 

(a) An evaluation of the return expected from a 
gift of real estate shall include but not be 
limited to such factors as income potential, 
development characteristics, type of prep- 
erty interest, holding costs, management 
requirements, holding period and location. 

(b) It is expected that any costs incurred relat- 
ing to management or sale of the property 
including disposal will be charged either 
against income earned by the property or pro- 
ceeds from the sale of the property as appro- 
priateo 

(2) The authority to accept gifts and bequests of real 
estate is vested in the U. T. Board of Regents. 
Title to each property shall be held in the name of 
the Board of Regents of the U. T. System, not in 
the name of any component institution, department 
of individual within the U. T. System~ 

(a) Al1 deeds for real estate owned by the Board 
shall be filed in the county where the prop- 
erty is located with the original retained 
in the permanent records which ate maintained 
by the Executive Secretary in the Office of 
the U. T. Board of Regents. 

(b) It shall be the policy of the Board to retain 
direct control of all interests in real estate 
owned by the U. T. System. Authority to con- 
tinue as an executor or trustee for an inter- 
est in real estate to be conveyed to the U. T. 
System shall be granted only by specific 
approval of the Board. 

- 2os - 2'799 



m m m m m m ~ mm m m ~  m~ ~ m m 
B 

m 

/ 

(c) It shall be the policy of the Board to 
accept interests in real estate if such 
ownership will result in 100% interest 
in the property. Lesser interests will 
be accepted when a clear benefit to the 
U. T. System can be demonstrated. Minor- 
ity interests in minerals will be 
accepted regardless of size. 

(3) Al1 gifts of real estate must be evaluated and 
inspected by an authorized representative of the 
U. T. System Office of Asset Management prior to 
acceptance by the Board. 

(4) The Board will not accept gifts of real estate if 
donor restrictions place undue limitations on the 
U. T. System's ability to own, manage, and dispose 
of the property. 

(5) The Board will not accept gifts of encumbered prop- 
erty unless: 

(a) a clear potential for gain can be demon- 
strated, 

(b) a source of funds to meet all requirements 
is dedicated to that purpose, and 

(c) acceptable terms of the encumbrance exist. 

(6) The Board will not accept gifts of working interests 
in minerals or partnerships which create liabilities 
for unrelated business income taxes or operation of 
the partnership. However, the Board may direct pro- 
posed gifts of this nature to one of the appropriate 
external foundations associated with the U. T. System. 

(7) Once accepted, interests in minerals shall not be 
sold unless continued ownership is impractical. 

(8) Gifts of real estate shall be considered for reten- 
tion as investments when: 

(a) there is an expectation of above-average 
return including appreciation, of 

(b) there is a prospect for direct use by an 
approved program of a component institution. 

(9) The Board will not subordinate its fee simple inter- 
est in any holding of trust fund real estate absent 
extraordinary circumstances. 

Management of Trust Fund Real Estate 

(i) Responsibility for the management, leasing and sale 
of all real estate and improvements located thereon 
which is held for trust funds is delegated to the 
Executive Vice Chancellor for Asset Management sub- 
ject to the Rules and Regulations of the Board of 
Regents of The University of Texas System and these 
policies. 

(2) The Executive Vice Chancellor for Asset Management 
may delegate responsibility for the management of 
real estate assets to individuals within his of her 
office and may employ such additional persons as he 
or she deems appropriate within the authority 
granted by the Board. 
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(3) The Executive Vice Chancellor for Asset Management 
or his or her designated representative is autho- 
rized and empowered on behalf of the Board to take 
all actions necessary and to execute all documents 
required to sell, lease or otherwise convey inter- 
ests in real estate that are received by gift or 
bequest within the following parameters: 

(a) Sale of surface interests including 
improvements: Sales price of Five 
Hundred Thousand Dollars ($500,000) 
of less 

(b) Lease of surface interests including 
improvements: Term of twenty (20) years 
or less or total annual rent of One 
Hundred Thousand Dollars ($i00,000) of 
less 

(c) Lease of mineral interests: Bonus con- 
sideration of $50,000 or less 

(d) In addition to approval as to legal form 
and documentation by the Office of General 
Counsel, a positive recommendation from 
the following officials shall be required 
for each transaction: 

(i)  Executive Vice Chancellor for Aca- 
demic Affairs or Executive Vice 
Chancellor for Health Affairs as 
appropriate 

(2) Component institution President or 
Director 

(3) Manager of Endowment Real Estate or 
Real Estate Associate. 

(e) Any transaction accomplished under this sec- 
tion shall be included as part of the Chancel- 
lor's Docket at the next possible meeting of 
the U. T. Board of Regents anda copy of each 
transaction shall be transmitted to the Office 
of the U. T. Board of Regents for inclusion in 
the permanent record. 

(4) The preferred method of valuation for the purpose 
of determining sale price or lease rates for surface 
interests shall be use of an independent appraiser. 
The value of transactions involving real estate of 
nominal value may be determined by use of available 
resources. An appraisal shall not be required when 
real estate is sold at public auction of by use of 
sealed bids. 

Annual Reports 

The Office of Asset Management shall submit a report not 
less than once ayear to the Land and Investment Commit- 
tee of the U. T. Board of Regents detailing all real 
estate assets held in trust for the U. T. System. This 
report shall provide an inventory of real assets held in 
trust as of the reporting date and shall note all acqui- 
sitions, sales and leases which occurred since the pre- 
ceding report. 
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Conflict of Interest 

Members of the U. T. Board of Regents are frequently per- 
sons of wide-ranging business interests. Therefore, a 
prudent, independent decision process may result in real 
estate transactions with or involving firms of organiza- 
tions with whom a member of the Board is affiliated. 
Affiliation shall be interpreted within this section to 
mean an employee, officer, director, or owner of five 
percent or more of the voting stock of a firm or organi- 
zation. No member of the Board or employee of the Office 
of Asset Management may participate in any transaction 
with the U. T. System involving interests in real estate 
which such Board member or employee is affiliated other 
than to convey a gift or bequest to the U. T. System. 

Procedures for Acceptance of Gifts of Real Estate 

(i) The authority to accept all gifts of real estate is 
vested in the U. T. Board of Regents and may be 
exercised only after evaluation and inspection by 
the Office of Asset Management of the U. T. System. 
The Office of Asset Management should be contacted 
immediately upon identification of a potential gift 
of real estate in order to determine if the property 
is acceptable. The office of Asset Management will 
obtain a title report on each potential gift to 
insure that there are no liens or encumbrances on 
the proposed gift. The lee for this report is usu- 
ally nominal and shall be charged to the component 
institution for which the gift is intended. 

(2) Prior to acceptance of a proposed gift of real estate 
the following should be provided by the donor: 

(a) Map showing location of property 

(b) Legal description of property 

(c) Proof of ownership (deed) 

(d) Map or survey of subject property 

(e) List of improvements 

(f) Current leases, if any 

(g) List of encumbrances, liens and current 
expenses, if any 

(h) Proof of payment of taxes and association 
lees, if any 

(i) Commitment for title insurance 

(J) Recent appraisal and IRS Form 8283 if value 
declared exceeds $5,000 

(k) A written statement from the donor identify- 
ing any known waste disposal sites of spills 
of hazardous waste material on the property 
ora statement to the contrary 

(1) Written statement from donor outlining pur- 
pose of gift. 
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(3) 

(4) 

Following review of the information provided by the 
donor a decision to accept or reject the proposed 
gift will be based on the potential of the property 
to produce an acceptable return or to contribute 
directly to approved programs of the component 
institution in light of: 

(a) Holding costs of every type 

(b) Holding peried 

(c) Donor restrictions 

(d) Property valuation 

(e) Management requirements 

(f) Type of property interest. 

Upon the determination that ownership of a proposed 
gift is in the best interest of the U. T. System, 
the component institution which will benefit from 
the donation shall initiate a request to the appro- 
priate Executive Vice Chancellor asking that the 
gift be submitted as an agenda item for acceptance 
by the U. T. Board of Regents at its next regular 
meeting. 

2. U. T. Board of Re@ents - Regents' Rules and Regulations, 
Part Two: Amendments to Chapter I (General) and Autho- 
rization for the Executive Secretary to the Board to 
Make Appropriate Editorial Changes Therein.--At the 
October 9 i 1987 meeting of the U. T. Board of Regents, 
Land and ±nvestment Committee Chairman Ratliff requested 
that the Office of the Chancellor undertake a revlew of 
The Universíty of Texas System endowment policies and 
programs. 

Asa result of that review, approval was given to amend 
the Regents' Rules and Regulations, Part Two, Chapter I 
(General) pertaining to endowments to read as set forth 
below: 

a. Present Sections 1-4 were amended and renumbered 
as follows: 

Sec. I. Gifts to The University of Texas System. 

i.i The authority to accept gifts to the 
System or to any of the component 
institutions is vested in the Board. 

1.2 Recommendations for the acceptance of 
gifts showing details as to value, form, 
stipulations regarding use, and provi- 
sions for custody and disbursement of 
funds shall be transmitted by the chief 
administrative officer to the Office of 
the Chancellor and by that office, with 
recommendations, to the Board. 

1.3 Gifts to Permanent Endowments. 
1.31 Al1 gifts to establish permanent 

endowments of any nature shall be 
accepted by the Board via the Agenda 
after review and recommendation by 
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1.4 

1.32 

1.33 

1.332 

the Office of the Chancellor, includ- 
ing the Office of Asset Management, 
of the terms of the endowment and the 
nature of the donated assets. Gifts 
to a permanent endowment previously 
established by the Board may be 
accepted by the chief administrative 
officer of a component institution 
after review and approval by the 
Office of Asset Management of the 
nature of the donated asset. 
Permanent endowments will be estab- 
lished ata minimum funding level 
of $i0,000. Endowments may be estab- 
lished to fund scholarship programs 
and other educational activities as 
well as the endowed academic posi- 
tions specified in Section 3 below. 
Al1 endowment gifts are subject to 
the ensuing provisions: 
1.331 Should the Board determine at 

any time that the fund is not 
of sufficient size, and has 
no foreseeable prospects of 
growing to sufficient size to 
justify the continuing costs 
of maintenance of such fund 
asa separate fund, then in 
the Board's discretion the 
principal of such fund may be 
expended for of otherwise 
devoted to the accomplishment, 
as near as may be possible, 
of the purposes for which the 
fund was established. 
A permanent register of 
Memorial Gifts shall be main- 
tained at each component 
institution to record gifts, 
or where the gift or donation 
is not specifically directed 
to a component, the register 
shall be maintained by System 
Administration. 

Except as provided in other subsections 
of this Section, the authority to accept 
gifts to a component institution is dele- 
gated to the chief administrative officer 
when the gift is to a fund, foundation, 
or enterprise already approved by the 
Board of is a continuation of a series 
which has been previously approved by the 
Board. Each chief administrative officer, 
ora designee specified in writing, is 
empowered to accept cash gifts (except 
endowments) to a component institution of 
the System in the amount of $25,000 or 
less and gifts in kind having a value 
of $25,000 or less, within the policies 
of the Board and Legislature governing 
the acceptability of gifts, and to deposit 
such gifts to the appropriate accounts. 
Al1 gifts (except those described in Sub- 
section 1.5 below) shall be reported by 
the dockets of each component institution 
as prescribed by the Board. 
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Sec. 2. 

1.5 A quarterly report of all such gifts 
of $25,000 or less showing name and 
address of donor, amount of cash gift or 
value of gift in kind, purpose, and date 
of the gift shall be filed with the Board 
within thirty (30) days after August 31, 
November 30, February 28, and May 31 of 
each year. Such reports will summarize 
gifts of $2,500 of less showing only total 
dollars and number of gifts. 

1.6 Except as provided in this Section and the 
preceding Sections, no member of the staff 
of any institution has the authority to 
accept gifts to the System or to any of 
its component institutions. Gifts to the 
component institutions of books or other 
objects of very small value and very 
obvious propriety, without conditions 
attached, may be accepted by individual 
members of the staffs provided these gifts 
are reported to the Board as specified in 
Subsections 1.4 or 1.5 as appropriate. 

1.7 Due to the inefficiencies and high costs 
associated with separately tailoring 
investment management programs for gifts 
that are investment-restricted, notwith- 
standing any other provision of this 
Chapter, a gift subject to investment 
restrictions shail be referred to the 
System Director of Development who shall 
review the terms of the gift instrument 
with the Office of Asset Management and 
the Office of General Counsel prior to 
acceptance of the gift and/or prior to 
its recommendation for acceptance by the 
U. T. Board of Regents. 

1.8 Neither the System nor any of its compo- 
nent institutions will accept a gift for 
the benefit of any designated student 
unless the donor lS exempt from Federal 
Income Taxes as defined by the Commis- 
sioner of Internal Revenue. 

1.9 The acceptance of gifts of real property 
is prohibited without prior express 
approval of the Legislature except for 
establishing scholarships, professorships, 
or other trusts for educational purposes, 
provided that such property will not 
thereafter require legislative appropria- 
tions for operation, maintenance, repair, 
of construction of buildings (Current 
Appropriations Bill). Acceptance of all 
gifts of real estate shall be subject to 
the U. T. System Trust Fund Real Estate 
Policy Statement. 

Fellowships, Scholarships, and Loan Funds. 

2.1 After gifts for fellowships, scholarships, 
and loan funds have been accepted by the 
Board, as indicated previously, they ate 
administered jointly by designated commit- 
tees and the business office of each com- 
ponent institution. 
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Sec. 3. 

2.2 In the case of scholarships and fellow- 
ships, the appropriate committee, or 
designated individual, receives applica- 
tions, makes the necessary inquiries, and 
determines the award. The committee 
advises the institutional head of the 
award who, in turn, approves and forwards 
the notice of award to the business 
office. Payments on scholarships and fel- 
lowships are made through the business 
office of the component institution. 

2.3 In the case of loan funds, the appropriate 
committee of designated person receives 
applications for loans, makes the neces- 
sary inquiries, and approves of declines 
the original loan as well as all renewals 
and exhensions. The chairman notifies the 
business office of the granting of loans, 
and all records including notes, cash, 
accounts and collections ate thereafter 
handled by that office. The principal of 
loan funds is kept intact insolar as pos- 
sible. The chairman of the awarding com- 
mittee may be requested by the business 
office to assist in collection of past 
due interest or principal. 

Endowment of Academic Positions. 

3.1 No endowment will be established or 
announced without prior approval of the 
Board, and no initial appointment will 
be made to an endowed chair of professor- 
ship without prior approval by the Board 
via the Agenda. Subsequent new or con- 
tinuing appointments to the endowed 
chair or professorship may be approved 
asa part of the annual operating bud- 
get or via the Docket of the Office of 
the Chancellor. Appointments to 
endowed fellowships ma] be approved 
via the Docket of the Office of the 
Chancellor, unless included as part of 
the annual budget approval process. 

3.2 No negotiations or commitments implying 
the establishment of the endowment of an 
academic position will be undertaken by 
any faculty member or officer of the com- 
ponent institution until the proposal has 
been formally approved by the chief 
administrative officer. 

3.3 Recommendations to the Board concerning 
acceptance of gifts for endowment of aca- 
demic positions will be made through the 
Office of the Chancellor to the Board. 
Before the final action of the Board, such 
recommendations will be referred to the 
Land and Investment Committee as to fiscal 
arrangements and to the Academic of Health 
Affairs Committee as to policy. 

3.4 The six categories of endowed and named 
academic positions and the minimum funding 
levels to establish the positions are: 
Distinguished University Chairs ($2,000,000), 
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3.42 

Distinguished Chairs ($i,000,000), Chairs 
($500,000), Distinguished Professorships 
($250,000), Professorships ($i00,000), and 
Fellowships ($50,000). Al1 agreements 
related to endowed academic positions made 
prior to April 14, 1988, will remain in 
effect unless a specific request for 
change is made by the donor and the insti- 
tution and approved by the Board. 
3.41 Distinguished University Chairs, 

Distinguished Chairs, Chairs, Dis- 
tinguished Professorships, and 
Professorships will be established 
with the minimum funding levels 
authorized by the Board of Regents 
of the equivalent in annual con- 
tributions arranged according to 
agreements recommended by the 
Office of the Chancellor and 
approved by the Board. The com- 
ponent institution will pay from 
its funds such amounts as are 
necessary to set the salary of 
the holder at a level commensu- 
rate with his or her record, 
experience, and position in the 
faculty. The endowment income 
will be used both for salary sup- 
plementation and for other pro- 
fessional support of the holder 
of the endowed position, includ- 
ing assistance in the holder's 
research. The endowment income 
also may be used to pay an appro- 
priate part of the salary of the 
holder of the endowed position 
commensurate with an authorized 
reduced faculty work load when 
required by other duties of the 
position of when the holder is on 
part-time or full-time research 
leave which is otherwise unfunded. 
Itis provided specifically, how- 
ever, that, in no event, will endow- 
ment income be used to supplant any 
other source of funds used to pay 
the base salary of the holder of 
the position when the holder is 
performing his of her regular 
duties. 
Endowed Fellowships. The endowed 
fellowship will be established with 
a mínimum of $50,000 of the equiva- 
lent in annual contributions 
arranged according to agreements 
recommended by the Office of the 
Chancellor and approved by the 
Board of Regents. Income from the 
endowment may be used to supplement 
the salary of the holder of the 
fellowship, who may be a qualified 
person of any academic rank irre- 
spective of tenure status, and will 
also be available for other profes- 
sional support of the holder. The 
endowed fellowship will be used to 
provide temporary support (not to 
exceed one academic year) of distin- 
guished scholars who are in tempo- 
rary residence at the component 
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3.43 

while participating in planned aca- 
demic programs; visiting scholars 
who are in temporary residence at 
the institution for special academic 
programs or purposes; component 
faculty who have made unique con- 
tributions to academic life or to 
knowledge in their academic dis- 
cipline; and component faculty of 
any academic rank, irrespective of 
tenure status, who have been 
selected for teaching excellence 
through procedures established by 
the component institution. Grants 
for endowed visiting professorships 
and endowed teaching fellowships of 
at least $50,000 already under con- 
tractual agreement for the future, 
bequests included in wills made 
prior to April 14, 1988, and other 
prior bona fide arrangements for 
endowed teaching fellowships and 
endowed visiting professorships are 
excepted in this regulation. Grants 
for endowed lectureships of at least 
$20,000 already under contractual 
agreement for the future, bequests 
in wills made prior to April 14, 1988, 
and other prior bona fide arrange- 
ments for endowed lectureships ate 
excepted from the minimum amount 
restriction in this regulation. 
Individual component institutions 
ate not required to utilize all 
categories of endowed academic posi- 
tions and may, with advance adminis- 
trative approval and inclusion in 
the institutional Handbook of 
Operating Procedures,. limit institu- 
tlonal endowment actlvity to those 
position categories which best fit 
the component goals and mission. 

b. Present Sections 5-11 were renumbered as Sections 4-10, 
respectively. 

Further, approval was granted for the Executive Secretary 
to the U. T. Board of Regents, in consultation with the 
Office of General Counsel, to make such editorial changes 
in the remainder of the Regents' Rules and Regulations as 
may be necessary in order to conform to the foregoing 
changes related to endowments and to ensure that Chap- 
ter Iis not gender specific. 

These amendments were necessary in order to keep pace 
with rising costs, to ensure that the U. T. System 
endowments are competitive with those of other major 
institutions and to facilitate U. T. System component 
institutions long-term development goals. 

See Page 200 related to U. T. System Endowment Policy 
Guidelines. 
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RECONVENE.--At 3:25 p.m., the Board reconvened asa committee 
of the whole to consider those items remaining on the agenda. 

ITEMS FOR THE RECORD 

1. U. ~. Austin: Approval of Patent License Agreement with 
Nova Automation Corporation, Austin, Texas.--On Decem- 
ber 3, 1987, the U. T. Board of Regents approved a Patent 
License Agreement by and between the U. T. Board of 
Regents, for and on behalf of The University of Texas at 
Austin, and Nova Automation Corporation, Austin, Texas, 
contingent upon the execution by February i, 1988, of a 
shareholders' agreement between the Nova Automation 
Corporation and the U. T. Board of Regents. 

An Interim Shareholders' Agreement was executed on Feb- 
ruary i, 1988, to be effective until March 31, 1988, and 
subsequently, a shareholders' agreement to supersede the 
interim agreement was executed on April i, 1988, with an 
effective date of February i, 1988. Thus, the contin- 
gency related to the Regental approval of this agreement 
has been satisfied. 

2. U. T. Austin: Acceptance of Membership to the Longhorn 
Associates for Excellence in Women's Athletics Advisory 
Council.--At the December 1987 U. T. Board of Regents' 
meeting, the following were approved for membership on 
The University of Texas at Austin Longhorn Associates 
for Excellence in Women's Athletics Advisory Council. 
Their acceptances of membership ate herewith reported 
for the record. 

Term Expires 

Mr. Tom Adams, San Antonio 
Mrs. Sidsel T. Alpert, Dallas 
Mrs. Barbara Anderson, Houston 
Mr. Jeffries D. Anderson, Houston 
Mrs. Louise Appleman, Fort Worth 
Mr. Rex G. Baker, Jr., Houston 
Ms. Linda S. Ball, Austin 
Mrs. Anne M. Ballantyne, San Antonio 
Mrs. Ann Barshop, San Antonio 
Mrs. Marilyn Clark Baysek, Dallas 
Mrs. Mary Adele Beasley, Austin 
Mr. Lewis E. Brazelton III, Houston 
Mrs. Kathy Brooks, Dallas 
Mrs. Marilou Brown, Austin 
Ms. Betsy Builta, Austin 
Ms. Bobbie J. Caviness, Austin 
Mr. Bryan P. Dixon, Fort Worth 
Ms. Elizabeth B. Granger, Austin 
Mrs. Kathryn B. Head, Dallas 
Mr. Stephen S. Head, Dallas 
Mrs. Nancy R. Inman, Austin 
Mrs. Vesta Marbut, San Antonio 
Mrs. Karen A. McCleskey, Dallas 
Mr. Randall C. McCleskey, Dallas 
Mr. John R. Morris, Fort Worth 
Mr. Wade T. Nowlin, Fort Worth 

1989 
1990 
1990 
1990 
1990 
1990 
1988 
1990 
1988 
1988 
1990 
1990 
1989 
1989 
1988 
1989 
1990 
1990 
1990 
1990 
1990 
1990 
1988 
1989 
1988 
1990 

- 2 1 5  - 

ZS09 



n m m mm m N m m m ~ m  mm m mm n 

Term Expires 

Mr. Forrest Preece, Jr., Austin 
Mr. John B. Selman, Austin 
Mrs. Debra L. Shtofman, Dallas 
Ms. Tobi Taub, Arlington 
Mrs. Mary Teeple, Austin 
Mrs. Patricia Thomas, Houston 
Mrs. Carolyn Townsend, Dallas 
Dr. Glenn Welsch (Ph.D.), Austin 
Ms. Teri Wenglein-Callender, Houston 
Ms. Anne Wynne, Austin 

1990 
1989 
1990 
1990 
1990 
1990 
1989 
1988 
1990 
1988 

Unfilled Term 
Unfilled Term 
Unfilled Term 
Unfilled Term 

(to be determined as filled) 
(to be determined as filled) 
(to be determined as filled) 
(to be determined as filled) 

3. U. T. Health Science Center - Houston: Appointment of 
Advisory Committee for the Selection of a Chief Admin- 
istrative Officer (President).--The membership of the 
Advisory Committee for the Selection of a Chief Admin- 
istrative Officer (President) at The University of Texas 
Health Science Center at Houston is herewith reported 
for the record. This Committee had been constituted 
pursuant to the Regents' Rules and Regulations, Part 
One, Chapter II, Section 18: 

Advisory Committee for the Selection 
of a Chief Administrative Officer 

for 
The University of Texas 

Health Science Center at Houston 

System Administration Representatives 

Executive Vice Chancellor Charles B. Mullins 
(Chairman) 

Chancellor Hans Mark 

Board of Regents 

Regent Shannon H. Ratliff 
Regent Bill Roden 
Regent Mario Yzaguirre 

Chief Administrative Officers 

John Prentice Howe III, M.D., President, The 
University of Texas Health Science Center 
at San Antonio 

Thomas N. James, M.D., President, The Univer- 
sity of Texas Medical Branch at Galveston 

Kern Wildenthal, M.D., President, The Univer- 
sity of Texas Southwestern Medical Center 
at Dallas 

Dean's Representative - U. T. Health Science Center - 
Houston 

John C. Ribble, M.D., Dean, U. T. Medical 
School - Houston 
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Faculty Representatives - U. T. Health Science Center - 

Houston 

Dr. Kathleen Becan-McBride, Professor and 
Program Director, U. T. Allied Health 
Sciences School - Houston 

Dr. Ralph Frankowski, Frofessor of Biometry, 
U. T. Public Health School - Houston 

Dr. Linda Kaeser, Associate Professor, U. T. 
Nursing School - Houston 

Dr. Ronald C. Merrell, Professor of Surgery, 
U. T. Medical School - Houston 

Dr. William H. Radentz, Professor of Peri- 
odontics, U. T. Dental Branch - Houston 

Student Representatives 

Miss Michelle Bowman 
Mr. Dennis Daniels 

Alumni Association Representative 

Dr. Thomas J. Goka 

Houston Community Representatives 

Mr. William Co Harvin 
Mr. Allan C. King 
Mr. Ralph S. O'Connor 

4. U. T. Health Center - Tyler: Development Board - Accep- 
tance of Membership.--At the February 1988 U. T. Board 
of Regents' meeting, the following were approved for 
membership to The University of Texas Health Center at 
Tyler Development Board and their acceptances of member- 
ship are herewith reported for the record: 

Mr. Frank M. Burke, Jr., Dallas 
Mr. Jack L. Phillips, Gladewater 
Mrs. Jack B. (Rose) Strong, Longview 

Term Expires 

1990 
1988 
1989 
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EXECUTIVE SESSION OF THE BOARD OF REGENTS 

Chairman Blanton reported that the Board had met in Executive 
Session in the Executive Conference Room in the Administration 
Building to discuss matters in accordance with Article 6252-17, 
Sections 2(e), (f) and (g) of Vernon's Texas Civil Statutes. 
In response to Chairman Blanton's inquiry regarding the wishes 
of the Board, the following actions were taken: 

1. U. T. Medical Branch - Galveston: Settlement of Medical 
Liability Litigation - Christina Joslin, et al.--Regent 
Yzaguirre moved that the Office of the Chancellor and 
the Office of General Counsel be authorized to settle 
on behalf of The University of Texas Medical Branch at 
Galveston the medical liability lawsuit filed by 
Christina Joslin, et al, in accordance with the proposal 
presented in Executive Session. 

Vice-Chairman Ratliff seconded the motion which prevailed 
without objection. 

2. U. T. M.D. Anderson Cancer Center: Request to Negotiate 
for Exchange of or for the Purchase or Acquisition by 
Other Means of Certain Parcels of Real Property in 
Houston, Harris County, Texas.--Chairman Blanton reported 
that the Board heard a report related to a negotiated 
exchange or acquisition by other means of certain parcels 
of real estate in Houston, Harris County, Texas, for the 
benefit of The University of Texas M.D. Anderson Cancer 
Center and that no action by the Board was necessary at 
this time. 

3. U. T. Board of Regents - Regents' Rules and Regulations, 
Part One: Approval of Amendments to Chapter II, Relating 
to the Assignment, Duties and Responsibilities of Officers 
of System Administration; Authorization for System Admin- 
istration Study Committee and Executive Secretary to the 
Board to Make Editorial Changes Therein; and Statement by 
Vice-Chairman Ratliff.--Chairman Blanton called on Vice- 
Chairman Ratliff who read the following statement related 
to the proposed amendments to the Regents' Rules and Reg- 
ulations, Part One, Chapter II: 

Statement by Vice-Chairman Ratliff 

These amendments to the Regents' Rules and Regu- 
lations result, in part, from an ongoing manage- 
ment audit of the U. T. System Administration 
being conducted by the combined Executive and 
Finance and Audit Committees of the Board with 
the advice and counsel of Peat Marwick Main & Co. 

In summary, the amendments realign the duties, 
responsibilities and reporting lines of certain 
officers of System Administration in the follow- 
ing ways: 

1. The Chancellor is affirmed as the chief 
executive officer of the System. 
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2. The Executive Vice Chancellors for 
Academic and Health Affairs con- 
tinue as strong line officers 
responsible to the Chancellor for 
the operations of the academic 
and health components with access 
to the Board anda responsibility 
to work directly with the appro- 
priate committees of the Board. 

3. In addition to current management 
functions, the Executive Vice 
Chancellor for Asset Management 
will be responsible for policies 
on the receipt, disbursement and 
custody of funds, depository 
agreements with banks and for the 
custody of securities owned by 
the System that are not in the 
custody of the State Treasurer. 

4. The offices of General Counsel and 
Goverr~ental Relations will con- 
tinue to be headed by Vice Chan- 
cellors and report directly to 
the Chancellor, but with continued 
obligations to support the Board 
and the Executive Vice Chancellors. 

5. The existing position of Executive 
Director for Finance and Adminis- 
tration has been redesignated as 
a Vice Chancellor for Business 
Affairs. This position will also 
report to the Chancellor and will 
be responsible for managing the 
operations of the offices of 
Facilities Planning and Construc- 
tion, Budget, Comptroller, System 
Personnel, Police and related 
business support services. 

6. The reporting lines of the compo- 
nent presidents will not change. 
They will continue to be respon- 
sible to the Executive Vice 
Chancellor for Academic Affairs 
or Health Affairs, as appropriate, 
and will have access to the Chan- 
cellor on anas needed basis. 

With the approval and implementation of this 
realignment of duties, responsibilities and 
reporting lines, it is the intention of the 
Board to: 

1. Implement a strong chief executive 
officer plan of organization. 

2. Maintain the Executive Vice Chan- 
cellor positions as strong line 
officers with delegated responsi- 
bility for major functional 
programs. 

3. Position the System Administration 
to move quickly in response to 
problems and/or opportunities and 
to operate with optimum efficiency 
and effectiveness. 
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4. 

5. 

6. 

Improve accountability and concen- 
trate the reporting process to the 
Board. 

Maximize the income potential of 
the investment programs and the 
management of all System assets 
by expanding the responsibilities 
of the Executive Vice Chancellor 
for Asset Management. 

Create an organizational structure 
comparable to that used by the 
major higher education systems in 
the United States. 

Following this statement, Vice-Chairman Ratliff moved 
that the amendments to the Regents' Rules and Regula- 
tions, Part One, Chapter II, which were discussed in 
Executive Session and which were now before the Board, 
be approved with an effective date of June i, 1988. 

This motion includes authority for the System Adminis- 
tration Study Committee to make additional editorial 
changes which will be reported to the Board. 

Vice-Chairman Ratliff further moved that the Executive 
Secretary to the Board, in consultation with the Office 
of General Counsel, be authorized to make such other 
changes in the Regents' Rules and Re9ulations as ate 
necessary to bring them into conformity with the 
approved amendments in Part One, Chapter II. 

Regent Barshop seconded the motion which carried by 
unanimous vote. 

The Regents' Rules and Regulations, Part One, Chap- 
ter II, as approved by the Board to be effective 
June i, 1988, ate set forth on Pages 221 - 246. 
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CHAPTER II 

ADMINISTRATION 

Sec. i. 

Sec. 2. 

Sec. 3. 

General Provisions. 

i.I Administration. 
The "System Administration" is the adminis- 
tration of The University of Texas System. 

1.2 The University of Texas System. 
The University of Texas System (herein some- 
times called the "System") is composed of the 
System Administration and those institutions 
assigned by the Constitution or by the Legis- 
lature to be governed by the Board of Regents 
of The University of Texas System. The System 
Administration shall be based in Austin. 

Board's Exercise of Authority. 

The Board of Regents exercises its powers and authori- 
ties in the governance of The University of Texas 
System through the System Administration, headed by 
the Chancellor. 

Chancellor. 

The Chancellor is the chief executive officer of The 
University of Texas System. The Chancellor reports 
to and is responsible to the Board of Regents of The 
University of Texas System. The Chancellor has direct 
line responsibility for all aspects of the U. T. 
System's operations. 

3.1 Appointment and Tenure. 
The Chancellor shall be elected by the 
affirmative vote ola majority of the Regents 
in office and shall hold office without fixed 
term, subject to the pleasure of the Board. 

3.2 Purview and Primary Duties of the Chancellor. 
The Chancellor, by delegation from the Board, 
is authorized to exercise the powers and 
authorities of the Board in the governance 
of the System. The Chancellor will normally 
act through the officers of the System 
regarding the matters delegated to them by 
these Rules. The Chancellor, however, shall 
not be precluded from any direct participa- 
tion and communication with System Adminis- 
tration officers or staff, institutiona! 
officers or staff, faculty members, and 

The major duties of the Chancellor groups. 
include: 
3.21 Advising and counseling with the 

Board with respect to the policies, 
purposes, and goals of the System; 
acting as executive agent of the 
Board in implementing its policies; 
representing the System in all 
other respects as deemed appropri- 
ate to carry out such policies, 
purposes and goals, and interpret- 
ing and articulating the System's 
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3.3 

3.22 

3.23 

3.24 

3.25 

3.26 

3.27 

3.28 

academic, administrative and devel- 
opmental policies, programs, needs 
and concerns to the general public 
and to other constituencies at the 
community, state, regional and 
national levels. 
Preparing for recommendation to the 
Board a strategic plan for The Uni- 
versity of Texas System, revised 
periodically, setting forth recom- 
mendations for academic programs, 
capital expenditures, and the allo- 
cation of other financial resources. 
Directing the management and admin- 
istration of System Administration 
and all component institutions of 
the System. 
Presenting to the appropriate stand- 
ing committees of the Board and to 
the Board nominations for all offi- 
cers of the System, and for all 
officers of component institutions 
as provided in these Rules and 
Regulations. 
Periodically reviewing the organi- 
zation of the System Administra- 
tion and the component institutions 
of the System and reporting to the 
appropriate standing committees of 
the Board and to the Board recom- 
mendations for changes in organiza- 
tion, assignments and procedures. 
Preparing and approving appropri- 
ate recommendations to the Board 
and its standing committees along 
with the recommendation of the 
appropriate chief administrative 
officer of a component institution. 
Preparing and approving annual 
operating budgets for the System 
Administration and the component 
institutions of the System and 
submitting such recommendations 
to the Board. 
Preparing and approving biennial 
legislative submissions to the 
Legislative Budget Board and to 
the Governor for the System Admin- 
istration and the component insti- 
tutions of the System for the 
consideration of the Board in 
accordance with Section 6 of 
Chapter II of Part Two of these 
Rules and Regulations. 

Audit. 
The Chancellor, as chief executive officer 
of the System, is responsible for insuring 
the implementation of appropriate audit and 
postaudit procedures for the System and 
System Administration. Accordingly, with 
regard to bis of her audit functions (see 
Section 7.32 of this Chapter), the Comptrol- 
ler, in staff capacity, reports directly to 
the Chancellor. 
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Sec. 4. 

Sec. 5. 

Executive Vice Chancellor for Ac~demic Affairs. 

The Executive Vice Chancellor for Academic Affairs 
has line responsibility for the conduct of the aca- 
demic affairs of the System. The chief administrative 
officers of the general academic institutions in the 
System, report to and are responsible to the Executive 
Vice Chancellor for Academic Affairs. The Executive 
Vice Chancellor for Academic Affairs reports to and is 
responsible to the Chancellor. The Executive Vice 
Chancellor for Academic Affairs has direct access to 
the Board of Regents and is expected to work directly 
with the appropriate committees of the Board in dis- 
charging the duties of the office. 

4.1 Appointment and Tenure. 
The Executive Vice Chancellor for Academic 
Affairs shall be elected by an affirmative 
vote of a majority of the Regents in office 
upon nomination by the Chancellor. The Exec- 
utive Vice Chancellor for Academic Affairs 
shall hold office without fixed term, sub- 
3ect to the pleasure of the Chancellor. The 
Chancellor's actions concerning the Execu- 
tive Vice Chancellor for Academic Affairs 
are subject to review and approval by the 
Board. 

4.2 Duties and Responsibilities. 
The Executive Vice Chancellor for Academic 
Affairs shall have asa prime responsibility 
the maintenance of high academic quality in 
the general academic components of the 
System. Through the chief administrative 
officers of the component institutions, he 
of she shall have responsibility for the 
budgets, academic planning and programs, 
facilities programs, facilities planning and 
construction, and personnel (both academic 
and nonacademic) of those components. In 
consultation with the Chancellor, the Execu- 
tive Vice Chancellor for Academic Affairs 
shall prepare recommendations and supporting 
information on such matters for consideration 
by the appropriate standing committees of the 
Board and the Board of Regents. 

Executive Vice Chancellor for Health Affairs. 

The Executive Vice Chancellor for Health Affairs has 
line responsibility for the conduct of health-related 
education and the delivery of health services in the 
System. The chief administrative officer of each 
health-related institution in the System reports to 
and is responsible to the Executive Vice Chancellor 
for Health Affairs. The Executive Vice Chancellor 
for Health Affairs reports to and is responsible to 
the Chancellor. The Executive Vice Chancellor for 
Health Affairs has direct access to the Board of 
Regents and is expected to work directly with the 
appropriate committees of the Board in discharging 
the duties of the office. 
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Sec. 6. 

5.1 Appointment and Tenure. 
The Executive Vice Chancellor for Health 
Affairs shall be elected by an affirmative 
vote of a majority of the Regents in office 
upon nomination by the Chancellor. The Exec- 
utive Vice Chancellor for Health Affairs 
shall hold office without fixed term, sub- 
ject to the pleasure of the Chancellor. 
The Chancellor's actions concerning the 
Executive Vice Chancellor for Health Affairs 
are subject to review and approval by the 
Board. 

5.2 Duties and Responsibilities. 
The Executive Vice Chancellor for Health 
Affairs shall have asa prime responsibility 
the maintenance of high academic quality in 
the health-related teaching institutions and 
high quality health services in the health- 
care delivery institutions of the System. 
Through the chief administrative officers of 
the component institutions, he of she shall 
have responsibility for the budgets, academic 
planning and programs, facilities planning 
and construction, and personnel (both aca- 
demic and nonacademic) of those components. 
In consultation with the Chancellor, the 
Executive Vice Chancellor for Health Affairs 
shall prepare recommendations and supporting 
information on such matters for consideration 
by the appropriate standing committees of the 
Board and the Board of Regents. 

Executive Vice Chancellor for Asset Management. 

The Executive Vice Chancellor for Asset Management 
has line responsibility for the conduct of all 
investments and for the management of the assets of 
the System. The Manager of University Lands - Oil, 
Gas, and Mineral Interests, the Manager of University 
Lands - Surface Interests, the Director for Invest- 
ments, Director for Endowments and Trusts, and the 
Director of the University Lands Accounting Office 
report to and are responsible to the Executive Vice 
Chancellor for Asset Management. The Executive Vice 
Chancellor for Asset Management reports to and is 
responsible to the Chancellor. The Executive Vice 
Chancellor for Asset Management has direct access 
to the Board of Regents and is expected to work 
directly with the appropriate committees of the 
Board in discharging the duties of the office. 

6.1 Appointment and Tenure. 
The Executive Vice Chancellor for Asset Man- 
agement shall be elected by an affirmative 
vote of a majority of the Regents in office 
upon nomination by the Chancellor. The 
Executive Vice Chancellor for Asset Man- 
agement shall hold office without fixed 
term, subject to the pleasure of the Chan- 
cellor. The Chancellor's actions concern- 
ing the Executive Vice Chancellor for Asset 
Management ate sub3ect to review and 
approval by the Board. 
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6.2 

6.3 

Duties and Responsibilities. 
The Executive Vice Chancellor for Asset Man- 
agement has responsibility for lands manage- 
ment (including management of trust lands, 
endowment lands, and management of the Per- 
manent University Fund lands); investments 
and trusts (including investment and manage- 
ment of trusts, trust assets, and endowments) 
and management of the investment of the Per- 
manent University Fund~ This office has as 
a prime responsibility the management of the 
lands, trusts, endowments, and other such 
funds of the System in such a manner as to 
maximize the monies available for excellence 
in all activities of the System. This 
office also has a prime responsibility for 
policies on receipt, disbursement, and cus- 
tody of funds; for terms of depository 
agreements with banks; and for custody (with 
the Director of Accounting) for bearer secu- 
rities owned by System funds that ate main- 
tained in bank safety deposit boxes and ate 
not in custody with the State Treasurer. 
This office in conjunction with the Vice 
Chancellor and General Counsel prepares debt 
issues. In consultation with the Chancel- 
lor, the Executive Vice Chancellor for Asset 
Management shall prepare recommendations and 
supporting information on all such opera- 
tions for consideration by the appropriate 
sLanding committees of the Board and the 
Board of Regents. 

Offices Reporting to the Executive Vice 
Chancellor for Asset Management. 
6.31 Lands Management. 

The Executive Vice Chancellor for 
Asset Management provides direc- 
tion and management for all trans- 
actions relative to Permanent 
University Fund lands (hereinafter 
sometimes referred to as "Univer- 
sity Lands"), trust lands, and 
other noncampus real estate 
interests owned of controlled by 
the Board of Regents. In the 
exercise of those responsibili- 
ties, the Executive Vice Chan- 
cellor for Asset Management: 
6.31! Works closely with the 

Board for Lease of Univer- 
sity Lands in the dis- 
charge of its duties and 
responsibilities. 

6.312 Works closely witb the 
chief administrative 
officer of a component 
institution of the System 
and that officer's dele- 
gates with regard to the 
management of trust lands 
and other noncampus real 
estate interests held by 
the Board of Regents for 
and on behalf of a par- 
ticular institution. 
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6.32 

6.313 

6.314 

Establishes procedures 
that insure effective 
coordination with the 
Director for Endowments 
and Trusts with regard 
to the management of 
trust lands other than 
University Lands. 
Directs and manages the 
operation of the follow- 
ing budgeted activities 
which are part of the 
Office of Lands Manage- 
ment: 

Board for Lease - Uni- 
versity Lands; 

University Lands - Oil, 
Gas, and Mineral 
Interests; 

University Lands 
Accounting Office; 

University Lands - 
Surface Interests 
(Oil Field Supervi- 
sion); and 

University Lands - 
Surface Interests 
(Leasing and Agri- 
cultural Projects). 

6.322 

Manager of University Lands - Oil, 
Gas, and Mineral Interests. 
Subject to delegation by the Execu- 
tive Vice Chancellor for Asset Man- 
agement, the Manager of University 
Lands - Oil, Gas, and Mineral Inter- 
ests is responsible for providing 
field supervision of System opera- 
tions, activities and transactions 
involving oil, gas, and mineral 
development and production on the 
University Lands. Within limits of 
authority set by the Executive Vice 
Chancellor for Asset Management, 
the Manager's regular duties 
include: 
6.321 Making recommendations to 

the Board for Lease of 
University Lands, and the 
Board of Regents, as 
appropriate, for periodic 
oil and gas lease sales 
of University Lands, and 
for unitization, pooling 
and other transactions 
involving oil and gas 
leasehold and royalty 
interests and other min- 
eral interests in Univer- 
sity Lands. 
Organizing, directing, 
guiding, setting objec- 
tives and standards for, 
and assigning and evalu- 
ating the work of, all 
personnel reporting to 
him or her. 

- 226 - 

ZSZO 



mm m mm mm u m m m n-,nm, m m m m m 

6.33 

6.323 

6.324 

6.325 

6.326 

Reviewing periodically 
the temns and conditions 
of forms and transactions 
involving oil and gas 
interests in University 
Lands, and making recom- 
mendations with respect 
thereto to the Executive 
Vice Chancellor for Asset 
Management and the Board 
for Lease of University 
Lands. 
Reporting regularly to 
the Executive Vice Chan- 
cellor for Asset Manage- 
ment and the Board for 
Lease of University Lands 
all activities, develop- 
ments and problems which 
could significantly affect 
System interests and Uni- 
versity Lands, together 
with his or her recom- 
mendations with respect 
thereto. 
Working closely with the 
Board for Lease of Univer- 
sity Lands in the dis- 
charge of its duties and 
responsibilities. 
Coordinating with the Man- 
ager of University Lands - 
Surface Interests in the 
discharge of their 
respective duties and 
responsibilities. 

Manager of University Lands - Sur- 
face Interests. 
Subject to delegation by the Execu- 
tive Vice Chancellor for Asset 
Management, the Manager of Univer- 
sity Lands - Surface Interests is 
responsible for providing field 
supervision of System operations, 
activities, and transactions per- 
taining to surface interests, 
water rights and oil and gas field 
operations in of on University 
Lands. Within limits of authority 
set by the Executive Vice Chancel- 
lor for Asset Management, the Man- 
ager's regular duties include: 
6.331 Making recommendations to 

the Board with respect to 
all transactions involving 
surface interests in Uni- 
versity Lands, including 
research projects, right- 
of-way easements, agricul- 
tural, grazing and other 
surtace use leases, and 
geophysical permits. 

6.332 Organizing, directing, 
guiding, setting objec- 
tires and standards for, 
and assigning and evaluat- 
ing the work of, all per- 
sonnel reporting to him 
of her. 
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6.34 

6.333 

6.334 

6.335 

6.336 

Reviewing periodically 
the terms and conditions 
of forms and transactions 
involving surface inter- 
ests in University Lands, 
and making recommenda- 
tions with respect 
thereto to the Executive 
Vice Chancellor for Asset 
Management. 
Reporting regularly to the 
Executive Vice Chancellor 
for Asset Management all 
activities, developments 
and problems which could 
significantly affect 
System interests in Uni- 
versity Lands, together 
with his of her recom- 
mendations with respect 
thereto. 
Working closely with 
federal and state agen- 
cies in connection with 
research and development 
projects and activities, 
invoiving utilization and 
husbandry of University 
Lands, of mutual interest 
to the System and such 
agencies. 
Coordinating with the Man- 
ager of University Lands - 
Oil, Gas, and Mineral 
Interests in the discharge 
of their respective duties 
and responsibilities, and 
acts as oil and gas fields 
supervisor. 

6.342 

6. 343 

Investments and Trusts. 
The Executive Vice Chancellor for 
Asset Management and his of her 
delegates, the Director for Invest- 
ments, and the Director for Endow- 
ments and Trusts implements policies 
and actions approved by the Board 
with respect to: 
6.341 Investing, managing, and 

administering of all endow- 
ment funds belonging to the 
System and its component 
institutions, including 
the Permanent University 
Fund and all trusts and 
special funds. 
Issuing, managing, and pay- 
ing all bonds and other 
evidences of indebtedness 
issued by the Board for 
System and its component 
institutions. 
Presenting to the Board 
through the Chancellor 
periodic reports of the 
status and prospect of 
funds for which he of she 
has responsibility and 
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6.344 

that will be available for 
expenditure by the System 
and its component institu- 
tions. 
Consulting with the Execu- 
tive Associate for Eco- 
nomic Affairs with respect 
to the development of long- 
range plans for the devel- 
opment and management of 
the economic resources of 
the System and its compo- 
nent institutions. 

Vice Chancellor for Business Affairs. 

The Vice Chancellor for Business Affairs reports to 
the Chancellor and is responsible for the direction 
of those offices and supervision of those areas of 
responsibility set forth in Section 7.3 of this Chap- 
ter. The Vice Chancellor for Business Affairs pro- 
vides staff assistance to the Chancellor and the 
Executive Vice Chancellors in the exercise of their 
responsibilities. The Vice Chancellor for Business 
Affairs has direct access to the Board of Regents of 
The University of Texas System and is expected to 
work directly with the appropriate committees of the 
Board in discharging the duties of the office. 

7.1 Appointment and Tenure. 
The Vice Chancellor for Business Affairs 
shall be appointed by the Board after nomi- 
nation by the Chancellor. The Vice Chan- 
cellor for Business Affairs shall hold 
office without fixed term, subject to the 
pleasure of the Chancellor. The Chancel- 
lor's actions regarding the Vice Chancellor 
for Business Affairs are subject to review 
and approval by the Board. 

7.2 Duties and Responsibilities. 
The primary responsibilities of the Vice 
Chancellor for Business Affairs include: 
7.21 The provision of staff assistance 

to the Chancellor and the Execu- 
tive Vice Chancellors in the 
execution of their responsibili- 
ties. 

7.22 Submitting recommendations to the 
Chancellor and to the appropriate 
Executive Vice Chancellor on busi- 
ness operations of the components 
of the System. 

7.23 Reviewing and making recommenda- 
tions on uniform business systems 
and management. 

7.24 Submitting recommendations relat- 
ing to programs for the most 
efficient management of personnel 
and resources. 
Submitting recommendations for pro- 
gram development for training of 
personnel in nonacademic areas. 
Reviewing and making recommenda- 
tions on programs of long-range 
planning for physical facilities 
and financial resources. 

7.25 

7.26 
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7.3 

7.27 

7.28 

7.29 

7.2(10) 

7.2(11) 

7.2(12) 

7.2(13) 

7.2(14) 

Reviewing and making recommenda- 
tions relating to police and secu- 
rity matters within the System. 
Coordinating the business affairs 
of the System with other officers 
and members of the System Adminis- 
tration staff. 
In consultation with the appropri- 
ate Executive Vice Chancellor, 
coordinating the activities of 
business administrative operations 
of the component institutions. 
Managing the operations of the 
offices of Facilities Planning and 
Construction, Budget, Comptroller, 
System Personne!, Police, and Spe- 
cial Services. 
Supervising and coordinating the 
acquisition of all real property 
at the component institutions. 
Directing the management of the 
purchasing, accounting, equipment 
inventories, and vouchering opera- 
tions for the offices of the 
System Administration and coordi- 
nating the building services for 
the System buildings. 
Directing the management of the 
System-wide insurance programs 
(except the System Plan for Pro- 
fessional Medical Malpractice 
Self-Insurance), including 
approval of all policies and 
coverages, such programs to 
include: 

Fire and Extended 
Coverage; 

Liability; 
Health; 
Life; 
Accidental Death and 

Dismemberment; 
Income Replacement; and 
Retirement. 

Performing such other duties as 
may be assigned by the Chancellor. 

Duties of Officers Reporting to the Vice 
Chancellor for Business Affairs. 
7.31 Budget Director. 

The Budget Director's primary 
responsibílities ate to plan and 
develop systems and procedures 
for uniform budget preparation, 
budget control and financial 
reporting. Subject to delegation 
by the Vice Chancellor for Busi- 
ness Affairs, the major duties of 
the Budget Director include: 
7.311 Formulating procedures 

governing the preparation 
and review of all budgets 
and developing effective 
methods of presenting 
approved budgets to appro- 
priate agencles. 
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7.32 

7.312 

7.313 

7.314 

7.315 

7.316 

7.317 

7.318 

Reco~aending procedures to 
be followed, including 
format, schedules of bud- 
get preparation, and 
effective review of bud- 
gets. 
Preparing budget-writing 
instructions. 
Conducting budget and 
other related research 
studies. 
Planning systems and pro- 
cedures for budgetary 
control and financial 
reporting. 
Controlling and supervis- 
ing distribution of all 
budgets and processing 
and approving (as dele- 
gated) interim budget 
changes. 
Preparing periodic bud- 
getary, financial, and 
special reports, as 
appropriate. 
Serving as liaison with 
the staff of the Legisla- 
tive Budget Board, the 
Governor's Budget and 
Planning Office, and the 
Texas Higher Education 
Coordinating Board. 

Comptroller. 
Subject to delegation by the Vice 
Chancellor for Business Affairs 
(provided, however, that, in the 
audit functions, the Comptroller 
shall report directly to the Chan- 
cellor), the Comptroller formulates 
and recommends procedures to be 
followed in the business operations 
of the System for: 
7.321 Accounting, auditing and 

reporting, and expenditure 
control. 

7.322 Procurement and purchasing. 
7.323 Management of auxiliary 

service enterprises. 
7.324 Data processing systems - 

including prior approval 
of equipment acquisitions 
by purchase of lease. 

7.325 Accounting and business 
system development. 

7.326 Accounting records, forms, 
procedures, and financial 
reports, including formar 
for such reports. 

7.327 Lease contracts for build- 
ing space. 

7.328 Approval of the business 
aspects and overhead rates 
in research and other 
contracts with outside 
agencies. 
Conducting postaudits at 
each component institu- 
tion. 

7.329 
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7.33 

7.34 

7.32(10) Supervising the auditing 
of oil and gas production. 

Director of Accountinq. 
The Director of Accounting of The 
University of Texas at Austin 
serves also as director of 
accounting for System Administra- 
tion and is the accounting officer 
for both The University of Texas 
at Austin and for System Adminis- 
tration. 

7.332 

7.333 

With respect to System Administra- 
tion matters, the Director of 
Accounting reports to and is 
responsible to the Comptroller. 
With respect to other matters, the 
Director reports to the appropriate 
officers of The University of Texas 
at Austin. Subject to delegation 
by the Vice Chancellor for Business 
Affairs, the duties of the office 
include: 
7.331 Having responsibility for 

custody, accountíng and 
reporting of all funds 
handled by the Director of 
Accounting's Office for 
the component institutions 
outside of Austin, and for 
System Administration, the 
Permanent University Fund, 
the Available University 
Fund, and trust and spe- 
cial funds. 
For securities owned by 
System funds and not in 
custody of the State 
Treasurer, having custody 
of registered securities 
and joint custodian, with 
the Executive Vice Chan- 
cellor for Asset Manage- 
ment, of bearer securities 
maintained in bank lock 
boxes. 
Maintaining a full and 
complete set of records 
that accurately reflect 
the balances and transac- 
tions of all financial 
and property accounts of 
the System (as contracted 
with such accounts of the 
component institutions). 

Director of Facilities Planning and 
Construction. 
The Director of Facilities Planning 
and Construction reports to the 
Vice Chancellor for Business 
Affairs. The primary duties and 
responsibilities of the office 
include: 
7.341 The provision of staff 

assistance to the Chan- 
cellor and the Executive 
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7.342 

7.343 

7.344 

7.345 

7.346 

7.347 

7.348 

Vice Chancellors in the 
execution of their 
responsibilities. 
Managing the administra- 
tion and general supervi- 
sion of any new building 
construction and initial 
equipping thereof of anv 
inside or outside repairs, 
remodeling, rehabilita- 
tion, new construction of 
improvements other than 
building, of campus plan- 
ning costing $300,000 of 
more; managlng any pre- 
liminary planning, feasi- 
bility studies, of 
investigations which ate 
estimated to ultimately 
develop into one of the 
above projects at any 
component institution of 
the System; advising and 
working with the consul- 
tants, architects and 
engineers employed by 
the Board subject to the 
terms and conditions of 
the contracts with those 
architects and engineers. 
Serving as ex officio 
member of all faculty 
building committees at 
the component institu- 
tions. 
Preparing and executing 
all documents relating 
to the acquisition and 
the use of funds received 
from the federal govern- 
ment and state agencies 
in connection with con- 
struction grant awards. 
Coordinating the prepara- 
tion of and approving of 
all grant applications 
on approved construction 
projects filed with 
governmental agencies. 
Coordinating the develop- 
ment of and maintaining 
of master plans for a!l 
component institutions, 
including but not 
limited to land utili- 
zation, utility and land- 
scape plans. 
Developing standards for 
maintenance of all 
physical facilities at 
component institutions. 
Directing the negotiation 
and approval of all util- 
ity contracts. 
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7.35 System Personnel Director. 
The System Personnel Director's 
primary responsibility is to plan, 
develop, and coordinate System-wide 
personnel policies and procedures. 
Subject to delegation by the Vice 
Chancellor for Business Affairs, 
the System Personnel Director is 
responsible for: 
7.351 Acting as liaison between 

component institution per- 
sonnel officers and the 
System officers regarding 
all personnel matters 
relating to classified 
personnel, administrative 
staff, and certain mat- 
ters relating to teaching 
and/or academic personnel. 

7.352 Advising the System offi- 
cers and making recommen- 
dations concerning 
development of methods 
and procedures designed 
to maximize the effective- 
ness of System Personnel 
Programs. 
Reviewing and recommending 
all classified personne! 
pay plans for each compo- 
nent institution, includ- 
ing the establishment of 
proper classification and 
pay scales consistent with 
needs and System-wide 
policies and procedures. 
Reviewing and recommending 
the Personnel Office bud- 
gets for each component 
institution. 
Directing the administra- 
tion of the System Per- 
sonnel Office, including 
the Workers' Compensa- 
tion Insurance section. 
Reviewing and recommend- 
ing to System officers 
any rules and regulations 
or changes thereto that, 
after proper consultation 
with officers of compo- 
nent institutions, are 
considered beneficial of 
necessary for the proper 
administration of the 
System-wide Personnel 
Program. 
Establishing employee 
development and training 
programs for all compo- 
nent institutions, 
including particularly 
supervisory training 
programs. 
Formulating policies and 
procedures concerning 
labor relations and 
employer-employee rela- 
tionships. 

7.353 

7.354 

7.355 

7.356 

7.357 

7.358 
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7.36 

7.359 

7.35(10) 

7.35(11) 

Assisting and establish- 
lng personnel data 
systems and proper prac- 
tices and procedures 
concerning the personnel 
records of all employees. 
Conducting System-wide 
wage and salary research 
studies and formulating 
data for proper implemen- 
tation of personnel pay 
programs. 
In consultation with the 
personnel offices of the 
component institutions, 
developing and maintain- 
ing a System-wide Person- 
nel Pay Plan <{ith uniform 
titles and account num- 
bers. 

7.362 

7.363 

7.364 

7.365 

7.366 

Director of Police. 
Subject to delegation by the Vice 
Chancellor for Business Affairs, 
the Director of Police is respon- 
sible for: 
7.361 Approving qualifications 

for police personnel at 
the component institu- 
tions of the System and 
approving all applicants 
to a basic or in-service 
training school or 
academy. 
Approving the organiza- 
tional structure for 
police departments at the 
component institutions of 
the System. 
Establishing and supervis- 
ing all training programs 
for System police, includ- 
ing basic and in-service 
training, as well as on- 
the-job training at each 
component institution of 
the System. 
Conducting the System 
training in accordance 
with the standards of the 
Texas Commission on Law 
Enforcement Officer 
Standards and Education, 
in order to maintain 
accreditation with this 
state agency. 
Maintaining liaison with 
the Director of Training, 
Texas Department of Public 
Safety, and the Coordina- 
tor of Training, Federal 
Bureau of Investigation, 
and being aware of new 
training techniques, pro- 
cedures, programs, and 
equipment. 
Establishing a uniform 
reporting and record 
system for police depart- 
ments at the component 
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7.367 

7.368 

7.369 

7.36(10) 

7.36(11) 

7.36(12) 

7.36(13) 

7.36(14) 

institutions of the 
System and approving any 
changes thereto. 
Conducting periodic 
inspection of the police 
departments at the com- 
ponent institutions of 
the System and evaluating 
their performance as 
police agencies. 
Formulating and establish- 
ing policies and proce- 
dures for police 
operations on a System- 
wide basis. 
Establishing, maintain- 
ing, and supervising on 
a System-wide basis, a 
program for police per- 
sonnel promotion. 
Reviewing and recommend- 
ing the pay scale for 
police personnel through- 
out the System. 
Surveying all component 
institutions of the 
System for security needs 
of existing buildings, 
grounds, and lighting, in 
order to make the appro- 
priate recommendations to 
insure the prevention of 
criminal activities and 
the protection of life 
and property. 
Consulting with the Office 
of Facilities Planning and 
Construction on security 
needs for new c0nstruction 
including security light- 
ing on the property of 
the component institutions 
of the System. 
Coordinating the use of 
police throughout the 
System in emergency situa- 
tions. 
Submitting periodic 
reports to the Vice Chan- 
cellor for Business 
Affairs concerning the 
operations of the police 
departments of the System. 

Vice Chancellor and General Counsel. 

The Vice Chancellor and General Counsel reports to the 
Chancellor. The Vice Chance!lor and General Counsel 
is responsible for the provision of legal services to 
the Board of Regents of The University of Texas System 
as set out in Section 8.2 of this Chapter. The Vice 
Chancellor and General Counsel provides staff assis- 
tance to the Chancellor and the Executive Vice Chan- 
cellors in the exercise of their responsibilities. 
The Vice Chancellor and General Counsel has direct 
access to the Board of Regents of The University of 
Texas System and is expected to work directly with 
the appropriate committees of the Board in discharging 
the duties of the office. 
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8.1 

8.2 

Appointment and Tenure. 
The Vice Chancellor and General Counsel shall 
be appointed by the Board after nomination by 
the Chancellor. The Vice Chancellor and 
General Counsel shall hold office without 
fixed term, subject to the pleasure of the 
Chancellor. The Chancellor's actions regard- 
ing the Vice Chancellor and General Counsel 
ate subject to review and approval by the 
Board. 

8.22 

8.23 

8.24 

8.25 

8.26 

8.27 

8.28 

Duties and Responsibilities. 
The primary responsibilities of the Vice 
Chancellor and General Counsel include: 
8.21 The provision of staff assistance 

to the Chancellor and the Execu- 
tive Vice Chancellors in the 
execution of their responsibili- 
ties. 
Providing a]l legal services 
required by the Board of Regents 
of The University of Texas System 
and its personnel to insure the 
proper protection and advancement 
of the System's interests. 
Maintaining the supervision, and 
delivery of legal services at a 
high ievel of effectiveness. 
Directing and managing all legal 
personnel and legal affairs of 
the System, its units and its com- 
ponent institutions. 
Providing advice, counsel and 
legal interpretations to System 
officials and personnel concerning 
legal matters affecting System 
operations. 
Directing the Office of Vice 
Chancellor and General Counsel 
personnel with respect to work 
priorities and assignments, stan- 
dards of performance, and career 
development, delegating to staff 
members responsibility for par- 
ticular legal and administrative 
tasks; and coordinating and con- 
trolling budget and personnel 
levels. 
Directing and managing (within 
applicable limits of authority) 
all litigation and administrative 
agency hearings; authorizing and 
approving the institution of legal 
proceedings; evaluating, directing 
and approving action and proce- 
dures relative to prosecution of 
defense of pending litigation and 
administrative proceedings; employ- 
ing outside counsel; and authoriz- 
ing and approving settlement of 
appeal of litigation. 
Advising, counseling, and dissemi- 
nating information to affected 
System units relative to the 
nature, evaluation, progress, and 
results of litigation, administra- 
tive proceedings, and other legal 
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8.29 

8.2(10) 

8.2(11) 

8.2(12) 

8.2(13) 

8.2(14) 

8.2(15) 

matters, and making recommenda- 
tions to System officials and 
other personnel as to future 
operations and objectives. 
Ap~roving as to form all contracts 
and agreements and all amendments 
to the Regents' Rules and Re@ula- 
tions; and approving as to form 
all [nstitutional Handbooks of 
Operating Procedures, whether 
finally approved or not, and all 
amendments to such Handbooks. 
Drafting all legislation that has 
been approved by the Board or 
requested by any System officer 
for submission to the Board for 
approval and providing legal 
counsel on pending legislation. 
Identifying and evaluating a~min- 
istrative and functional problems 
and directing or recommending, as 
appropriate, courses of action for 
solution. 
Representing the System before 
legal, educational and govern- 
mental groups and associations. 
Acting as administrator of the 
System Plan for Professional 
Medical Malpractice Self-Insurance 
and the System Intellectual Prop- 
erty offices. 
Working in cooperation with the 
Attorney General of the State of 
Texas, State agency legal counsel 
and outside counsel. 
Assuming responsibility for any 
other legal, administrative of 
operational matters delegated by 
the Chancellor. 

Vice Chancellor for Governmental Relations. 

The Vice Chancellor for Governmental Relations reports 
to the Chancellor. The Vice Chancellor for Govern- 
mental Relations is responsible for coordinating the 
effective representation of the System in the atea of 
governmental affairs as set out in Section 9.2 of this 
Chapter. The Vice Chancellor for Governmental Rela- 
tions provides staff assistance to the Chancellor and 
the Executive Vice Chancellors in the exercise of 
their responsibilities. The Vice Chancellor for Gov- 
ernmental Relations has direct access to the Board of 
Regents of The University of Texas System and is 
expected to work directly with appropriate committees 
of the Board in discharging the duties of the office. 

9.1 Appointment and Tenure. 
The Vice Chancellor for Governmental Rela- 
tions shall be appointed by the Board after 
nomination by the Chancellor. The Vice 
Chancellor for Governmental Relations shall 
hold office without fixed term, subject to 
the pleasure of the Chancellor. The Chan- 
cellor's actions regarding the Vice Chan- 
cellor for Governmental Relations are sub- 
ject to review and approval by the Board. 

- 238 - 
zs~Z 



I I I I I I I I I I ~  I | I I 

Sec. 10. 

9.2 Duties and Responsibilities of the Vice 
Chancellor for Governmental Relations. 
The primary responsibilities of the office 
include: 
9.21 The provision of staff assistance 

to the Chancellor and the Execu- 
tive Vice Chancellors in the exe- 
cution of their responsibilities. 

9.22 Representing the Board of Regents 
of The University of Texas System 
in its relations with federal, 
state, and local legislative bod- 
les and agencies. 

9.23 Making recommendations to the 
Chancellor in the area of public 
policy as it affects the relation- 
ship of the System with the fed- 
eral, state, and local governments. 
Informing appropriate administra- 
tive officers of current operations 
and long-range developments on the 
federal and state level, which may 
affect the System. 
Maintaining and distributing 
information to, and advising 
appropriate System Administration 
and component institution offi- 
cials, in order to assure proper 
action by the System with respect 
to federal, state, and local gov- 
ernmental programs and activities. 
Defining the job responsibilities, 
the assignment of duties, and 
supervislng staff members employed 
in or assigned to work in the gov- 
ernmental affairs atea. 
Performing such other duties and 
responsibiiities for the efficient 
operation of the System as shall 
be assigned by the Chancellor. 

9.24 

9.25 

9.26 

9.27 

Councils of the System. 

i0.I The System Council. 
The System Council is composed of the Chan- 
cellor, the Executive Vice Chancellor for 
Academic Affairs, the Executive Vice Chan- 
cellor for Health Affairs, the Executive 
Vice Chancellor for Asset Management, the 
Vice Chancellor for Business Affairs, the 
Vice Chancellor and General Counsel, the 
Vice Chancellor for Governmental Relations, 
the Executive Assistant to the Chancellor, 
the Director of Development, and the chief 
a~ministrative officers of all the component 
institutions of The University of Texas 
System. The Chancellor shall serve as the 
Council's permanent chairman and shall con- 
duct regular meetings to discuss those mat- 
ters of general concern to the operation of 
The University of Texas System. 
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10.2 

i0.3 

i0.4 

The Council of Academic Institutions. 
The Council of Academic Institutions is com- 

posed of the Executive Vice Chancellor for 
Academic Affairs and the chief administrative 
officers of the general academic institutions 
of the System. The Chancellor, the Executive 
Vice Chancellor for Asset Management, the 
Vice Chancellor for Business Affairs, the 
Vice Chancellor and General Counsel, the Vice 
Chancellor for Governmental Relations, the 
Executive Assistant to the Chancellor, and 
the Director of Development, serve as ex 
officio members of this Council. The Execu- 
tive Vice Chancellor for Academic Affairs 
shall serve as the Council's permanent chair- 
man and shall conduct regular meetings to 
review common problems of planning, develop- 
ment, and operation of the several institu- 
tions represented. 

The Council of Health Institutions. 
The Council of Health Institutions is com- 
posed of the Executive Vice Chancellor for 
Iiealth Affairs and the chief administrative 
officers of the component institutions of 
the System concerned directly with health 
affairs. The Chancelior, the Executive Vice 
Chancel~.o~~-fer Asset Management, the Vice 
Chance!i0~~ :~or Business Affairs, the Vice 
Chanceiio~ and General Counsel, the Vice 
Chancellor for Governmental Relations, the 
Executive Assistant to the Chancellor, and 
the Director of Development serve as ex 
officio members of this Council. The Execu- 
tive Vice Chancellor for Health Affairs acts 
as the Council's permanent chairman and shall 
conduct regular meetings to review common 
problems of planning, development, and opera- 
tion of the several institutions represented. 

The Business Management Council. 
The Business Management Council advises the 
System Administration in the areas of compo- 
nent budgeting, business management, data 
processing, physical plant operations, plan- 
ning, construction, and accounting systems 
development. The Council is composed of the 
Vice Chancellor for Business Affairs and 
the chief business officers of the component 
institutions. The Chancellor, the Executive 
Vice Chancellor for Academic Affairs, the 
Executive Vice Chancellor for Health Affairs, 
the Executive Vice Chancellor for Asset Man- 
agement, the Vice Chancellor and General 
Counsel, the Vice Chancellor for Governmental 
Relations, the Executive Assistant to the 
Chancellor, and the Director of Development, 
of their delegates, serve as ex officio mem- 
bers of this Council. The Vice Chancellor 
for Business Affairs shall serve as the 
Council's permanent chairman and shall con- 
duct regular meetings of the Council. 
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Sec. ii. Chief Administrative officers of Component 
Tnstitutions. 

Ii.i The Board selects the chief administrative 
officer of each component institution. 
ii.ii When there is a vacancy of it is 

known that there is to be a 
vacancy in the office of a chief 
administrative officer of a compo- 
nent institution having faculty and 
students, an Advisory Committee 
shall be established to recommend 
candidates to the Board. The 
Executive Vice Chancellor having 
responsibility for the operation 
of the institution where the 
vacancy has occurred of is to occur 

shall be chairman of the Advisory 
Committee. In circumstances where 
this Executive Vice Chancellor may 
be a candidate for the office: the 
chairman of the Advisory Committee 
shall be the Chancellor of the 
Chancellor's designee. In addi- 
tion to the chairman, committee 
membership is as follows: 

The Chancellor; 
Three Chief Administrative 
Officers; 

(to be appointed by 
the Chairman of the 
Board from three of 
the component insti- 
tutions) 

Three Regents; 
(to be appointed by 
the Chairman of the 
Board) 

Five Faculty members of 
the institution 
involved, at least 
three of whom shall 
have the rank of 
associate professor 
of higher; (method 
of selection to be 
determined by the 
General Faculty of 
the campus) 

One Dean; 
(for academic insti- 
tutions to be 
selected by Dean's 
Council of the 
institution involved) 
(for health-related 
institutions to be 
the Dean of the 
Medical School 
involved) 

Two Students from the 
institution involved; 
(method of selection 
to be determined by 
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11.12 

11.13 

11.14 

the Student Govern- 
ment of the campus 
involved or, if there 
be no Student Govern- 
ment, by the chief 
administrative offi- 
cer of the institu- 
tion) 

President of the Ex-Stu- 
dents' Association of 
the campus involved; 
(if institution does 
not have an active 
alumni organization, 
then an alumnus of 
the component 
selected by the 
Chairman of the 
Board of Regents) 

Not more than three repre- 
sentatives of the 
component's external 
constituency who have 
demonstrated a deep 
interest in and sup- 
port of the institu- 
tion, its programs 
and its tole in com- 
munity activities to 
be appointed by the 
Chairman of the Board 
of Regents. 

When there is a vacancy of it is 
known that there is to be a vacancy 
in the office of a chief adminis- 
trative officer of a component 
institution not having faculty and 
students, an Advisory Committee 
shall be appointed by the Executive 
Vice Chancellor having responsibil- 
ity for the institution, subject to 
approval of the Chairman of the 
Board. The Executive Vice Chancel- 
lor having such responsibility 
shall be Chairman of the Committee. 
The Advisory Committee shall set up 
selection criteria that relate to 
the needs of the individual compo- 
nent, initiate mechanisms to 
develop an appropriate candidate 
pool, seek information on the 
several candidates and inquire from 
competent sources as to the candi- 
dates' academic, administrative and 
business ability. The Committee 
may also interview candidates asa 
part el its selection process keep- 
ing in mind that the confidential- 
ity of the process is important to 
its ultimate success. 
Finally, the Advisory Committee 
shall submit, through its Chairman, 
a recommended list of not less than 
five or more than ten candidates 
with no preference indicated. Can- 
didates submitted shall have 
received a majority vote of the 
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ii .2 

ii .3 

Committee. The recommended list 
should be developed and submitted 
without regard to the Advisory 
Committee's assessment of the 
potential availability of any can- 
didate. If none of the names sub- 
mitted in the report of the 
Advisory Co~aittee is satisfactory 
to the Board, then the Board in 
its discretion may either name a 
new committee or proceed to select 
a chief administrative officer 
under such other procedures as in 
its discretion it may deem proper 
and appropriate. 

Each chief administrative officer reports to 
and is responsible to the Executive Vice 
Chancellor having responsibility for the 
institution, and serves without fixed term, 
subject to the pleasure of the appropriate 
Executive Vice Chancellor and approval by the 
Chancellor and the Board. The chief adminis- 
trative officer has access to the Chancellor 
and is expected to consult with the appro- 
priate Executive Vice Chancellor and the 
Chancellor on significant issues on an as 
needed basis. 

Within the policies and regulations of the 
Board, and under the supervision and direc- 
tion of the Executive Vice Chancellor having 
responsibility for the institution, the 
chief administrative officer has general 
authority and responsibility for the adminis- 
tration of that institution. 
11.31 Specifically, the chief administra- 

tive officer is expected, with the 
appropriate participation of the 
staff, to: 
11.311 Develop and administer 

11.312 

11.313 

11.314 

11.315 

plans and policies for 
the program, organiza- 
tion, and operation of 
the institution. 
interpret the System 
policy to the staff, and 
interpret the institu- 
tion's programs and needs 
to the System Administra- 
tion and to the public. 
Develop and administer 
policies relating to stu- 
dents, and where appli- 
cable, to the proper 
management of services 
to patients. 
Recommend appropriate 
operating budgets and 
supervise expenditures 
under approved budgets. 
Nominate all members of 
the faculty and staff, 
maintain efficient per- 
sonnel programs, and 
recommend staff members 
for promotion, retention, 
of dismissal for cause. 
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11.316 

11.317 

318 

11.319 

11.31(10) 

ii.31(i1) 

Insure efficient manage- 
ment of business affairs 
and physical property; 
recommend additions and 
alterations to the 
physical plant. 
Serve as presiding offi- 
cer at official meetings 
of faculty and staff of 
the institution, andas 
ex officio member of 
each college of school 
faculty (ir any) within 
the institution. 
Appoint, of establish 
procedures for the 
appointment of, all 
faculty, staff, and stu- 
dent committees. 
Cause to be prepared and 
submitted to the appro- 
priate Executive Vice 
Chancellor the rules and 
regulations for the gov- 
ernance of the institu- 
tion. When such rules 
and regulations have 
been finally approved by 
the Chancellor, they 
shall thereafter consti- 
tute the Handbook of 
Operating Procedures for 
that institution. Pro- 
vided, however, that 
whether of not finally 
approved by the Chancel- 
lor, any rule of regula- 
tion in any such 
institutional Handbook 
of Operating Procedures 
that is in conflict with 
any rule of regulation 
in the Regents' Rules and 
Re~ulations, is nul! and 
vold and has no effect, 
and whenever any such con- 
flict is detected, the 
Chancellor and the chief 
administrative officer of 
the component institution 
shall immediately make 
such amendments to the 
institutional Handbook of 
Operating Procedures as 
may be necessary to elim- 
inate such conflict. 
Assume initiative in 
developing long-range 
plans for the program and 
physical facilities of 
the institution. 
Assume active leadershÆp 
in developing private 
fund support for the 
institution in accordance 
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Sec. 12. 

with policies and pro- 
cedures established in 
the Regents' Rules and 
Regulations. 

Appointment of Other officers and Staff. 

12.1 The Board delegates to the Chancellor and 
the Executive Vice Chancellor having respon- 
sibility for the institution and they, in 
turn, delegate to the chief administrative 
officer of each component institution the 
responsibility for the appointment and dis- 
missal of all other administrative officers 
of each component institution, including vice 
presidents, deans, directors and their equiv- 
alents. However, prior approval of the 
appropriate Executive Vice Chancellor shall 
be necessary for each such permanent of act- 
ing appointment and for each such dismissal 
whether from a permanent or acting appoint- 
ment. Al1 such other administrative officers 
serve without fixed terms and subject to the 
pleasure of the chief administrative officer 
of the institution and the aforesaid approval 
of the Executive Vice Chancellor. 

12.2 The Board delegates to the Chancellor and 
the Executive Vice Chancellor having respon- 
sibility for the institution and they, in 
turn, delegate to the chief administrative 
officer of each component institution the 
responsibility for the permanent of acting 
appointment of department chairmen, depart- 
ment heads, and their equivalents. Such 
department chairmen, department heads and 
their equivalents serve without fixed terms 
and subject to the pleasure of the chief 
administrative officer of the institution. 

12.3 The Board endorses the principle of reason- 
able faculty and student consultation in the 
selection of administrative officers of the 
component institutions, and the primary 
operating units, and expects the chief a~nin- 
istrative officer, as he of she deems appro- 
priate, to consult in the selection process 
with the representatives of the faculty and 
student body. However, the chief administra- 
tive officer of the component institution is 
responsible for executing the duties of the 
office and consequently shall not be bound by 
nominations to administrative positions by 
campus selection committees, and the Handbook 
of Operating Procedures of each component 
instltution shall so state. 

12.4 Staff and officers of System Administration- 
Staff and officers of System Administration 
shall be appointed by the Chancellor, the 
Executive Vice Chancellors, or Vice Chancel- 
lors to whom they will report, officers so 
appointed shall not have tenure by virtue 
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12.5 

of their respective offices. They shall 
hold office without fixed term subject to 
the pleasure of the officer to whom they 
report. The actions of the Executive Vice 
Chancellors or Vice Chancellors concerning 
such staff and officers are in turn subject 
to approval by the Chancellor. 

Honorary Titles. 
The titles Chancellor Emeritus, President 
Emeritus and similar honorary designations 
shall be conferred only by appropriate 
action of the Board on individuals who ate 
fully retired. No person is authorized to 
use any such title unless it has been 
bestowed by the Board. 
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4. 
U. T. S_y_stem and U. T. Southwestern Medical Center - 
Dallas: Approval to W--a-í~e the Regents' Rules an,] 
Re_9_qulations, Part One, Chapter III, Section 1.87, and 
to Appoint Dona/d Seldin, M.D., S_~ístem Professor of 
Internal Medlc~--~ne andS~--~í~ Consultant to the Exec- 
utive Vice Chancellor for Health Affairs ffectlvr E 
Immediately.--Regent Hay moved that, in accordance 
with the recommendation of Executive Vice Chancellor 
Mullins and President Wildenthal, the Regents' Rules 
and Regulations, Part One, Chapter III, Section 1.87 
be waived and that Donald Seldin, M.D., of The Univer- 
sity of Texas Southwestern Medical School at Dallas, 
who recently retired from his administrative position 
as Chairman of Internal Medicine following 35 years of 
distinguished service, be given the additional title 
of System Professor of Internal Medicine effective 
immediate!y. 

It is understeod that Dr. Seldin will continue to 
(a) hold the William Buchanan Professorship in Medí- 
cine, (b) hold tenure by virtue of bis professorship 
and (c) serve on the faculty of the U. T. Southwestern 
Medical School - Dallas. 

This appointment as System Professor of Internal Medi- 
cine recognizes Dr. Seldin's extraordinary leadership 
and vision in the development of the U. T. Southwestern 
Medical Center - Dallas to its present level of inter- 
national recognition. 

Regent Hay further moved that, effective immediately, 
Dr. Seldin be appointed asa part-time Special Consul- 
tant to the Executive Vice Chancellor for Health 
Affairs so that bis remarkable abilities and talents 
may be utilized to encourage the development of the 
academic, research and patient care programs of the 
other health-related components. 

Vice-Chairman Ratliff seconded the motion which carried 
without objection. 

Chairman Blanton stated that the Board could not be 
more pleased that Dr. Seldin, with his truly distin- 
guished record of service to the U. T. Southwestern 
Medical Center - Dallas and his national reputation 
for the development of quality programs in academic 
medicine, had agreed to serve in a capacity which 
will make his expertise available throughout the 
U. T. System. 
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REPORT OF BOARD FOR LEASE OF UNIVERSITY LANDS 

Regent Yzaguirre, a member of the Board for Lease of University 
Lands, submitted the following report on behalf of that Board: 

Report 

The Board for Lease of University Lands met in 
Midland, Texas, on February 18, 1988, and offered 
for sale by sealed bid oil and gas leases on 
35,329 acres. 

Total bonuses for the sale were $2,042,345 for 
60 of the 112 tracts offered. The average bid 
was $108 per acre for the 18,904 acres approved 
for lease and 16,425 acres received no bids. 
Al1 tracts offered provide for i/4th royalty and 
five-year terms. 

Amoco Production Company submitted the highest 
total bids of $819,925 for 7,311 acres. 

On April 5, 1988, the School Land Board offered 
twenty tracts in far West Texas and the Permian 
Basin for oil and gas lease. Average bonus per 
acre for this sale was $95 as compared to the 
University's lease sale which averaged $108 per 
acre. 

The Board discussed various leasing procedures to 
stimulate interest for the leasing and develop- 
ment of acreage on University lands in Hudspeth, 
El Paso, Culberson and Terrell Counties, Texas. 
University lands in these counties have never 
produced any oil and gas, although some of these 
acreages have been leased. 

SCHEDULED MEETING.--Chairman Blanton announced that the next 
meeting of the U. T. Board of Regents will be held on 
June 9, 1988, and will be hosted by The University of Texas 
at Austin. 

ADJOURNMENT.--There being no further business, the meeting was 
adjourned at 3:35 p.m. 

Arthur H. lly 
Executive Secretary 

April 21, 1988 
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