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AGENDA FOR MEETING 
OF 

BOARD OF REGENTS 
OF 

THE UNIVERSITY OF TEXAS SYSTEM 

Date and Time: Thursday, December 5, 1985, from 1:30 p.m. 

Place: 

Until Recess 
Friday, December 6, 1985, from 9:00 a.m. 

Until Adjournment 

Dining Room Area of Student Lounge, Classroom Building 
u. T. Permian Basin 

A. CALL TO ORDER 

B. WELCOME BY PRESIDENT LEACH 

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

D. INTRODUCTION OF COMPONENT GUESTS 

1. u. T. Arlington - President Nedderman 

2. u. T. Austin - President Cunningham 

3. u. T. Dallas - President Rutford 

4. u. T. El Paso - Mr. Wynn Anderson 

5. u. T. Permian Basin - President Leach 

6. u. T. San Antonio - President Wagener 

7. u. T. Tyler- President Hamm 

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

9. U. T. Health Science Center - Dallas -
President Sprague 

10. u. T. Medical Branch - Galveston - President Levin 

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

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

13. U. T. Cancer Center - President LeMaistre 

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

15. Others 
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E. SPECIAL ITEM 

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

RECOMMENDATION 

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

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

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

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

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

SPECIAL ITEM 

December S-6, 1985 

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

RECOMMENDATION 

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

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

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

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

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

d. Appoint Morgan Guaranty Trust Company, New York, New 
York as Paying Agent/Registrar and Tender Agent 
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e. Appoint the following positions in U. T. System 
Administration, or their successors in function, as 
Authorized Representatives pursuant to the terms of 
the Resolution and its exhibits: 

(1) Executive Vice Chancellor for Asset Management 

(2) Manager of Debt Administration 

(3) Director of Asset Strategy and Planning 

(4) Vice Chancellor and General Counsel 

(5) Manager of Endowment Real Estate 

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

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

BACKGROUND INFORMATION 

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

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

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

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

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

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



acquiring land either with or without permanent improve
ments, constructing and equipping buildings or other perma
nent improvements, major repair and rehabilitation of 
buildings and other permanent improvements, acquiring 
capital 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 certain 
component institutions of the System; and 

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

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

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

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

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

ARTICLE I 

DEFINITIONS 

Section 1. 01. Definitions. Unless the context shall 
indicate a contrary meaning or intent, the terms below 
defined, for all purposes of this resolution or any resolu
tion amendatory or supplemental hereto, shall be construed, 
are used and are intended to have the following meanings, 
to- wit: 

"Acts" shall mean, collectively, Article 717q, 
V.A.T.C.S., as amended, and Chapter 919, Acts of the 69th 
Legislature, Regular Session, 1985 (codified as Section 
65. 46, Texas Education Code). 
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"Advances" shall have the same meaning given said term 
in the Agreement. 

"Agreement" or "Credit Agreement" shall mean the Credit 
Agreement approved and authorized to be entered into by 
Section 2.05, as from time to time amended or supplemented, 
or other credit facility provided in lieu thereof in 
accordance with the provisions of Section 6. 04( a). 

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

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

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

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

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

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

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

"Commercial Paper Note" shall mean a Note issued 
pursuant to the provisions of this Resolution, having the 
terms and characteristics specified in Section 2.03 and in 
the form described in Section 2. 07 (a) . 

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

3 



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

"Daily Rate Conversion Date" shall mean the day on 
which the Variable Rate Notes first bear interest at a Daily 
Rate pursuant to Section 3. 02 (h) or ( i). 

"Daily Rate" shall mean the interest rate to be de
termined for the Variable Rate Notes on each Business Day 
pursuant to Section 3. 02 (b). 

"Daily Rate Period" shall mean the period during which 
the Variable Rate Notes bear interest at a Daily Rate 
pursuant to Section 3. 02 (b), commencing on a Business Day 
and extending to but not including the next Business Day. 

"Dealer" or "Remarketing Agent" shall have the meaning 
given said term in Section 5. 04. 

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

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

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

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

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

"Flexible Rate" shall mean, when used with respect to 
any particular Variable Rate Notes, the interest rate 
determined for each Flexible Rate Period applicable thereto 
pursuant to Section 3. 03. 

"Flexible Rate Conversion Date" shall mean the date on 
which the Variable Rate Notes first begin to bear interest 
at Flexible Rates which Flexible Rate Conversion Date shall 
be an Interest Payment Date on which interest is payable for 
the Variable Rate Period from which the conversion is to be 
made; provided, however, that in the case of a conversion 
from a Term Rate Period, the Conversion Date shall be an 
Interest Payment Date on which a new Term Rate Period would 
otherwise have commenced pursuant to Section 3. 02 (g). 

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

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

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

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

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

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

"Issuing and Paying Agent", "Paying Agent/Registrar", 
"Paying Agent" or "Registrar" shall mean the agent appointed 
pursuant to Section 2. 02, or any successor to such agent. 

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

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

"Monthly Rate" shall mean the interest rate to be 
determined for the Variable Rate Notes on a monthly basis 
pursuant to Section 3. 02 (d) . 

"Monthly Rate Conversion Date" shall mean the day 
(which is also an Interest Payment Date) on which the 
Variable Rate Notes first bear interest at a Monthly Rate 
pursuant to Section 3. 02 (h) or ( i) . 

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

6 



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

"Moody's" shall mean Moody's Investors Service, Inc. 
or, if such corporation is dissolved or liquidated or 
otherwise ceases to perform securities rating services, such 
other nationally recognized securities rating agency as may 
be designated in writing by the Board. 

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

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

"Note" or "Notes" shall mean the evidences of indebted
ness authorized to be issued and at any time outstanding 
pursuant to this Resolution and shall include Commercial 
Paper Notes, Variable Rate Notes, or the Revolving Note as 
appropriate. 

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

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

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

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

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

"Quarterly Rate" shall mean the interest rate to be 
determined for the Variable Rate Notes on a quarterly basis 
pursuant to Section 3. 02 (e) . 

'~Quarterly Rate Conversion Date" shall mean the date on 
which the Variable Rate Notes first bear interest at a 
Quarterly Rate pursuant to Section 3. 02 (h) or ( i). 

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

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

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

• 
"Registration Books" shall mean the books or records 

relating to the registration, payment and transfer or 
exchange of the Project Notes maintained by the Issuing and 
Paying Agent pursuant to Section 2. 10. 

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

"Resolution" shall mean this resolution and any amend
ment, modification, or supplement hereto as permitted 
hereby. 

"Revolving Note" shall mean the refunding promissory 
bond issued pursuant to the provisions of this Resolution 
and the Agreement in evidence of Advances made by the Bank 
under the Agreement to refund a Project Note or Notes, or 
the interest thereon, having the terms and characteristics 
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contained therein and issued in accordance therewith, 
including any renewals or modifications thereof. 

"Semiannual Rate" shall mean the interest rate to be 
determined for the Variable Rate Notes on a semiannual basis 
pursuant to Section 3. 02 (f). 

"Semiannual Rate Conversion Date" shall mean the day on 
which the Variable Rate Notes first bear interest at a 
Semiannual Rate pursuant to Section 3. 02 (h) or ( i). 

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

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

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

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

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

"Term Rate" shall mean the interest rate to be de
termined for the Variable Rate Notes of a term of one or 
more years pursuant to Section 3. 02 (g). 

"Term Rate Conversion Date" shall mean the day on which 
the Variable Rate Notes first bear interest at a Term Rate 
pursuant to Section 3. 02 (h) or ( i). 

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

"University" or "System" shall mean The University of 
Texas System. 
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"Variable Rate" shall mean, as the context requires, 
the Daily, Weekly, Monthly, Quarterly, Semiannual, or Term 
Rate applicable to Variable Rate Notes. 

"Variable Rate Conversion Date" shall mean the day on 
which the Variable Rate Notes first bear interest at a 
Variable Rate pursuant to Section 3. 02 (h) or ( i). 

"Variable Rate Note" shall mean a Note issued pursuant 
to the provisions of this Resolution, having the terms and 
characteristics specified in Section 2.04 and Articles III 
and IV and in substantially the form described in Section 
2.07(b). 

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

"Weekly Rate" shall mean the interest rate to be 
determined for the Variable Rate Notes on a weekly basis 
pursuant to Section 3. 02 (c) . 

"Weekly Rate Conversion Date" shall mean the day on 
which the Variable Rate Notes first bear interest at a 
Weekly Rate pursuant to Section 3. 02 (h) or ( i). 

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

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

ARTICLE I I 

AUTHORIZATION OF NOTES 

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

Section 2. 02. Terms Applicable to Notes General. 
Subject to the limitations contained herein, Commercial 
Paper Notes herein authorized shall be dated as of their 
date of issuance or prior thereto, but within 30 days of the 
date of issuance as determined herein or as otherwise 
determined by an Authorized Representative, and Variable 
Rate Notes herein authorized shall be dated as of the date 
of original issuance of such Variable Rate Notes (the "Note 
Date"), and Project Notes shall bear no interest or bear 
interest at such rate or rates (either fixed, variable, 
floating, adjustable, or otherwise) per annum computed 
either on the bas~s of ( i) actual days elapsed and on a 
365-day year, or ( ii) a 360-day year composed of twelve 
30-day monthS (but in no event in any case to exceed the 
Maximum Interest Rate in effect on the date of issuance 
thereof), as provided herein or otherwise as may be 
determined by an Authorized Representative, and shall mature 
on or prior to the Maximum Maturity Date. Subject to the 
provisions of Articles III and IV, an Authorized 
Representative may establish a formula, index or other 
method for establishing the interest rates. 

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

Subject to applicable terms, limitations, and proce
dures contained herein and to the provisions of Articles III 
and IV, Project Notes may be sold in such manner at public 
or private sale and at par or at such discount or premium 
(within the interest rate and yield restrictions provided 
herein) as an Authorized Representative shall approve at the 
time of the sale thereof; provided, however, that if any 
Project Notes are required to be sold through competitive 
bidding, such Project Notes shall be sold in accordance with 
the procedures set forth in Section 5. 01. 
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The Project Notes shall be issued in registered form, 
without coupons, provided, however, Commercial Paper Notes 
may be registered to bearer. Both principal of and interest 
on the Project Notes shall be payable in the manner provided 
in Section 2.07 for Commercial Paper Notes and Variable Rate 
Notes, respectively. 

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

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

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

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

Section 2.04. Variable Rate Notes. Under and pursuant 
to authority granted hereby and subject to the limitations 
contained herein, Variable Rate Notes to be designated 
"Board of Regents of The University of Texas System Perma
nent University Fund Variable Rate Notes, Series A", are 
hereby authorized to be issued and sold and delivered from 
time to time in such principal amounts as det~rmined by an 
Authorized Representative, such Variable Rate Notes to be in 
denominations provided in the Form of Variable Rate Notes in 
Section 2. 07 (b), to be numbered in ascending consecutive 
numerical order in the order of their issuance and to mature 
and become due and payable on the date selected by an 
Authorized Representative in accordance with this Resolution 
but not later than the Maximum Maturity Date. Variable Rate 
Notes shall be payable and subject to purchase on demand of 
the Holder and redemption prior to maturity under the terms 
and conditions and at the redemption price or prices as set 
forth in Section 2. 07 (b) and Articles I I I and IV or as 
otherwise determined by an Authorized Representative; 
provided, however, any premium associated with a redemption 
prior to maturity of a Variable Rate Note shall not exceed 
three percent ( 3%) of the principal amount thereof. 

Variable Rate Notes are hereby authorized to be issued 
bearing interest at a variable, floating, or adjustable rate 
not to exceed the Maximum Interest Rate and interest thereon 
shall be payable at maturity and at such intervals prior to 
maturity all as determined in accordance with the provisions 
of Articles I I I and IV and in the form of Variable Rate 
Notes set forth in Section 2. 07 (b). 

To exercise its option to redeem Variable Rate Notes, 
the Authorized Representative shall deliver notice to the 
Paying Agent of its intention to redeem the Variable Rate 
Notes (a) with respect to Variable Rate Notes bearing inter
est at Flexible, Daily, Weekly, or Monthly Rates at least 
twelve (12) days prior to the proposed redemption date; and 
(b) wit~ respect to Variable Rate Notes bearing interest at 
Quarterly, Semiannual or Term Rates or at a Fixed Rate at 
least thirty five (35) days prior to the proposed redemption 
date. The Paying Agent shall cause notice of any redemption 
of Variable Rate Notes to be mailed to each Registered Owner 
of Variable Rate Notes to be redeemed at the respective 
addresses appearing in the Registration Books. If such 
notice .shall (i) be mailed at least ten (10) days prior to 
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the redemption date with respect to Variable Rate Notes 
bearing interest at Flexible, Daily, Weekly, or Monthly 
Rates and at least thirty (30) days prior to the redemption 
date with respect to Variable Rate Notes bearing interest at 
Quarterly, Semiannual, or Term Rates or at a Fixed Rate, 
(ii) identify the Variable Rate Notes to be redeemed (speci
fying the CUSIP numbers (as defined herein), if any, 
assigned to the Variable Rate Notes), (iii) specify the 
redemption date and the redemption price, and ( iv) state 
that (a) on the redemption date the Variable Rate Notes 
called for redemption will be payable at the principal 
corporate trust office of the Paying Agent, (b) from the 
redemption date interest will cease to accrue, and (c) no 
representation is made as to the accuracy or correctness of 
the CUSIP numbers printed therein or on the Variable Rate 
Notes, and, if due provision for the payment of the 
redemption price is made, then the Variable Rate Notes which 
are to be redeemed thereby automatically shall be deemed to 
have been redeemed prior to their scheduled maturities, and 
they shall not bear interest after the redemption date, and 
they shall not be regarded as being outstanding except for 
the right of the Registered Owner thereof to receive the 
redemption price from the Paying Agent. No defect affecting 
any Variable Rate Notes, whether in the notice of redemption 
or mailing thereof (including any failure to mail such 
notice) shall affect the validity of the redemption 
provisions for any other Variable Rate Notes. 

Section 2. OS. Credit Agreement. The Agreement, 
substantially in the form attached hereto as Exhibit A, is 
hereby approved, and shall be entered into with the Bank. 
The form of Revolving Note contained in the Agreement is 
also approved, including the interest rate to be determined 
as set forth therein. The Chairman of the Board and the 
Executive Secretary of the Board are hereby authorized to 
execute and deliver the Agreement and the Chairman of the 
Board and the Executive Secretary of the Board are hereby 
authorized and directed to execute and deliver the Revolving 
Note and any other documents called for thereunder and the 
Executive Secretary of the Board is authorized to place the 
Board seal on such instruments. 

Section 2. 06. Revolving Note. Under and pursuant to 
authority granted hereby and by the Agreement and subject to 
the limitations contained herein and in the Agreement, the 
Revolving Note to be designated "Board of Regents of The 
University of Texas System Credit Agreement Promissory Note" 
is hereby authorized to refund outstanding Notes and 
interest thereon in accordance. with the terms of this 
Resolution, the Agreement and the form of Revolving Note set 
forth in Exhibit A to the Agreement. 
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Section 2.07. Forms of Project Notes. The Project 
Notes and the Certificate of Authentication to appear on 
each of the Project Notes shall be substantially in the 
forms set forth in this Section with such appropriate 
insertions, omissions, substitutions and other variations as 
are permitted or required by this Resolution and may have 
such letters, numbers or other marks of identification 
(including identifying numbers and letters of the Committee 
on Uniform Securities Identification Procedures of the 
American Banks Association) ("CUSIP" numbers) and such 
legends and endorsements thereon as may, consistently 
herewith, be approved by an Authorized ~epresentative. 
Any portion of the text of any Project Notes may be set 
forth on the reverse thereof, with an appropriate reference 
thereto on the face of the Project Notes. 

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

(a) Form of Commercial Paper Note: 

UNITED STATES OF AMERICA 
STATE OF TEXAS 

BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND 

COMMERCIAL PAPER NOTE, SERIES A 

Note 
Number ----

Interest 
Rate ---

Note 
Date------ $ ___ _ 

On (the "Maturity Date") for value 
received, THE BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS 
SYSTEM (the "Board") 

Promises To Pay To The Order Of---------------
The Principal Sum Of ---------------------
Payable At 
·(the "Issui_n_g_a_n_d~P~a-y~i-n-g~A-g_e_n~t''~'~)~.-----------------

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

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

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

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

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

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

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

ATTEST: 

BOARD OF REGENTS OF THE UNIVERSITY 
TEXAS SYSTEM 

Chairman 

Executive Secretary 

(SEAL) 

ISSUING AND PAYING AGENT'S 
CERTIFICATE OF AUTHENTICATION 

This Commercial Paper Note 
Paper Notes delivered pursuant 
Resolution. 

is one of the Commercial 
to the within-mentioned 

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

By--------------~----------------
Countersignature 
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(b) Form of Variable Rate Note. 

$ _____ _ 
UNITED STATES OF AMERICA 

STATE OF TEXAS 
BOARD OF REGENTS OF THE 

Number ----

UNIVERSITY OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND 
VARIABLE RATE NOTE, SERIES A 

Interest 
Rate 

Maturity 
Date 

INTEREST RATE MODE: 

Tender 
Date 

Note 
Date 

Principal 
Amount 

Flexible Daily Weekly Monthly Quarterly Semiannual Term Fixed 

L_! L_l L__! L_l L_l L_l L_l L_l 

REGISTERED OWNER: 

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

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

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

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

INTEREST ON VARIABLE RATE NOTES 

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

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

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

The Variable Rate Notes may bear interest as follows: 

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

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

Variable Rate Modes. 

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

Daily Rate·. 

While the Variable Rate Notes bear interest at a 
Daily Rate, the interest rate established for the 
Variable Rate Notes will be effective from day to day 
un ti 1 changed. 

Weekly Rate. 

While the Variable Rate Notes bear interest at a 
Weekly Rate, the rate of interest on the Variable Rate' 
Notes will be determined weekly to be effective for a 
seven-day period commencing on Wednesday of the follow
ing week. 

Monthly Rate. 

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

Quarterly Rate. 

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

Semiannual Rate. 

While the Variable 
Semiannual Rate, the 
termined semiannually 
six-month period. 

Rate Notes bear interest at a 
rate of interest will be de
to remain in effect for a 
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Term Rate. 

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

Fixed Rate Mode. 

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

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

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

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

MANDATORY TENDERS 

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

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

WRITTEN NOTICE OF RATE MODE CHANGE 

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

INTEREST PAYMENT DATES 

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

OPTIONAL REDEMPTION 

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

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

This Variable Rate Note is and has all the qualities 
and incidents of a negotiable instrument under the laws of 
the State of Texas. 

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

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

ATTEST: 

BOARD OF REGENTS OF THE UNIVERSITY 
OF THE TEXAS SYSTEM 

Chairman 

Executive Secretary 

(SEAL) 
PAYING AGENT/REGISTRAR'S 

CERTIFICATE OF AUTHENTICATION 

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

Registered This Date: By 

MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK, 
as Paying AgentjRegi strar 

Countersignature 

Section 2. 08. Execution - Authentication. The Notes 
shall be executed on behalf of the Board by the Chairman of 
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the Board under its seal reproduced or impressed thereon and 
attested by the Executive Secretary of the Board. .The 
signature . of said officers on the Notes may be manual or 
facsimile. Notes bearing the manual or facsimile signatures 
of individuals who are or were the proper officers of the 
Board on the date of passage of this Resolution shall be 
deemed to be duly executed on behalf of the Board, notwith
standing that such individuals or either of them shall cease 
to hold such offices at the time of the initial sale and 
delivery of Notes authorized to be issued hereunder and with 
respect to Notes delivered in subsequent sales, exchanges 
and transfers, all as authorized and provided in Article 
717k-6, V .A. T. C. S., as amended. 

No Project Note shall be entitled to any right or 
benefit under this Resolution, or be valid or obligatory for 
any purpose, unless there appears on such Project Note a 
certificate of authentication substantially in the applica
ble form provided in Section 2. 07, executed by the Paying 
Agent/Registrar by manual signature, and such certificate 
upon any Project Note shall be conclusive evidence, and the 
only evidence, that such Project Note has been duly cer
tified or registered and delivered. 

Section 2. 09. Notes Mutilated, Lost, Destroyed, or 
Stolen. If any Note shall become mutilated, the Board, at 
the expense of the Holder of said Note, shall execute and 
the Paying Agent/Registrar shall authenticate and deliver a 
new Note of like tenor and number in exchange and substi
tution for the Note so mutilated, but only upon surrender to 
the Paying Agent/Registrar of the Note so mutilated. If any 
Note shall be lost, destroyed, or stolen, evidence of such 
loss, destruction, or theft may be submitted to the Board 
and the Paying Agent/Registrar and if such evidence be 
satisfactory to them and indemnity satisfactory to them 
shall be given, the Board, at the expense of the Holder, 
shall execute and the Paying Agent/Registrar shall authenti
cate and deliver a new Note of like tenor in lieu of and in 
substitution for the Note so lost, destroyed, or stolen. In 
the event any such Note shall have matured the Paying 
Agent/Registrar instead of issuing a duplicate Note may pay 
the same without surrender thereof after making such 
requirement as it deems fit for its protection, including a 
lost instrument bond. Neither the Board nor the Paying 
Agent/Registrar shall be required to treat both the original 
Note and any duplicate Note as being outstanding for the 
purpose of determining the principal amount of Notes which 
may be issued hereunder, but both the original and the 
duplicate Note shall be treated as one and the same. The 
Board and the Paying Agent may charge the Holder of such 
Note with their reasonable fees and expenses for such 
service. 
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Section 2.10. Negotiability, Registration and Ex
changeability. The Notes issued hereunder shall be, and 
shall have all of the qualities and incidents of a negotia
ble instrument under the laws of the State of Texas, and 
each successive Holder, in accepting any of the obligations, 
shall be conclusively deemed to have agreed that such Notes 
shall be and have all of the qualities and incidents of a 
negotiable instrument under the laws of the State .of Texas. 

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

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

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

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

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

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

Section 2 .11. Series A Note Payment Fund. There is 
hereby created and established with the Issuing and Paying 
Agent a separate and special fund to be designated as the 
"Board of Regents of The University of Texas System Series A 
Note Payment Fund" (the "Series A Note Payment Fund"). All 
amounts required to be deposited by the Board pursuant to 
Section 2.1~ shall be deposited to the Series A Note Payment 
Fund and shall be used to pay principal of, premium, if any, 
and interest on Notes at the respective interest payment, 
maturity, redemption, or purchase dates of each issue of 
such Notes as provided herein, including the repayment of 
any amounts owed with respect to the Revolving Note in 
evidence of Advances under the Agreement. Amounts remaining 
in the Series A Note Payment Fund not then necessary for the 
purposes thereof may be transferred to the Series A Note 
Construction Account (created pursuant to Section 2.14) upon 
request of an Authorized Representative. 
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Additionally all Advances under the Agreement shall be 
deposited into the Series A Note Payment Fund and used to 
pay the principal of, premium, if any, and interest on the 
Project Notes, including the purchase price pursuant to 
Articles I I I and IV. 

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

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

To provide security for the payment of the principal of 
and interest on the Notes as the same shall become due and 
payable, there is hereby pledged, subject only to the 
provisions of this Resolution permitting the application 
thereof for purposes and on the terms and conditions set 
forth herein, (i) the proceeds from (a) the sale of the Fund 
Priority Obligations or Short Term Obligations or other 
obligations of the Board under the Constitutional Amendment 
issued for such purpose and (b) the sale of Project Notes 
issued pursuant to this Resolution for such purpose, ( ii) 
Advances under the Credit Agreement, (iii) the amounts held 
in the Series A Note Payment Fund and the Special System 
Account, provided, however, amounts in the Ser.ies A Note 
Payment Fund attributable to and derived from Advances under 
and pursuant to the Agreement are pledged to, and shall be 
used to pay, the principal of, premium, if any, and interest 
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on the Project Notes, and (iv) the Interest of the Universi
ty in the Available University Fund, such pledge of Interest 
of the University in the Available University Fund, however, 
being subordinate to the pledge thereof securing the payment 
of Fund Priority Obligations as described below, and it is 
hereby resolved and declared that the principal of and 
interest on the Notes shall be and are hereby equally and 
ratably secured by and payable from a lien on and pledge of 
the sources hereinabove identified in clauses ( i), ( ii), 
(iii), and (iv) subject and subordinate only to the ex
ceptions noted therein. 

Section 2. 13. Application of Prior Covenants. The 
covenants and agreements (to the extent the same are not 
inconsistent herewith) contained in the 1985 Constitutional 
Amendment Bond Resolution are hereby incorporated herein and 
shall be deemed to be for the benefit and protection of the 
Notes and the Holders thereof in like manner as applicable 
to the Fund Priority Obligations, provided, however, in the 
event of any conflict between the terms, covenants, and 
agreements contained herein and the terms, covenants, and 
agreements contained in the 1985 Constitutional Amendment 
Bond Resolution, the provisions of the 1985 Constitutional 
Amendment Bond Resolution shall control over the provisions 
hereof. 

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

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

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

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

Section 2.14. Series A Note Construction Account. 
There is hereby created and established a separate account 
hereby designated as the "Board of Regents of The University 
of Texas System Series A Note Construction Account" (the 
"Series A Note Construction Account"). The Series A Note 
Construction Account shall be maintained by the Board in an 
official depositary of the System. Moneys deposited in the 
Series A Note Construction Account shall remain therein 
until from time to time expended for the Project Costs, and 
shall not be used for any other purposes whatsoever, except 
as otherwise provided below, and for temporary investment 
thereof as provided in Section 2. 11. 

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

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

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

Section 2. 17. Trust Agreement. The Chairman and the 
Executive Secretary of the Board are hereby authorized and 
directed to execute and deliver the Trust Agreement with the 
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Texas State Treasurer in substantially the form attached 
hereto as Exhibit B. 

ARTICLE III 

INTEREST RATES ON VARIABLE RATE NOTES 

Section 3.01. Initial Interest Rates; Subsequent 
Rates. The Variable Rate Notes originally issued hereunder 
shall bear interest at the Flexible Rate for an initial 
Flexible Rate Period which ends on December 20, 1985. At 
the end of said initial Flexible Rate Period, the Variable 
Rate Notes shall be subject to mandatory tender, without 
right of retention by the Registered Owner. Thereafter, the 
Variable Rate Notes shall bear interest at the Flexible 
Rates determined from time to time in accordance with the 
provisions of Section 3. 02, except that the Rate Period 
applicable to the Variable Rate Notes may be converted to or 
from Variable Rate Periods, Flexible Rate Periods, or to the 
Fixed Rate Period pursuant to Section 3. 02, 3. 03, or 3. 04. 

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

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

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

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

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

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

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

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

(iii) No-tice of Daily Rates determined fo_r each 
Daily Rate Period shall be given by the Paying Agent by 
first class mail to each Registered Owner by monthly 
statement within 7 Business Days after each Interest 
Payment Date on which Interest at a Daily Rate or Rates 
is to be paid. 

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

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

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

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

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

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

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

(iii) Notice of Monthly Rates determined for each 
Monthly Rate Period shall be given by the Paying Agent 
by first class mail to each Registered Owner within 7 
Business Days after its determination pursuant to 
Section 3. 02 (d) ( ii) above. 
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(e) Quarterly Rates. A Quarterly Rate shall be 
determined for each Quarterly Rate Period as follows: 

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

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

(iii) Notice of a Quarterly Rate shall be given by 
the Paying Agent by first class mail to each Registered 
Owner promptly after such actual Quarterly Rate is 
determined pursuant to Section 3 . 02 (e) ( i i ) above. 

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

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

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

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

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

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

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

(iii) Notice of each Term Rate shall be given by 
the Paying Agent by first class mail to each Registered 
Owner promptly after such actual Term Rate is de
termined pursuant to Section 3. 02 (g) ( ii) above. 

(h) Conversions between Variable Rate Periods. At the 
option of an Authorized Representative, the Variable Rate 
Notes may be converted from one Variable Rate Period to 
another. To accomplish the proposed conversion, the Au
thorized Representative shall give written notice of the 
proposed conversion together with a copy of the opinion 
referr~d to in Section 3. 02 (h) (v), if applicable, to the 
Remarketing Agent not fewer than one day prior to the date 
that notice is required to be given pursuant to Section 
3. 02 (h) ( ii). The conversion shall be accomplished as 
follows: 

( i) The Conversion Date of a conversion to a 
different Variable Rate Period shall be an Interest 
Payment Date on which interest is payable for the 
Variable Rate Period from which the conversion is to be 
made; provided, however, that if the conversion is from 
a Term Rate Period to a different Variable Rate Period, 
the Conversion Date shall be limited to an Interest 
Payment Date on which a new Term Rate Period would 
otherwise have commenced pursuant to Section 3. 02 (g) 
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above; and provided, further, that if the conversion is 
between Daily and Weekly Rate Periods, the Conversion 
Date may be any Wednesday, regardless of whether the 
Wednesday is an Interest Payment Date. 

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

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

(A) contain the information set forth in the 
notice from the Authorized Representative pursuant 
to Section 3. 02 (h) ( ii) above, 

(B) set forth the dates by which the Remar
keting Agent will determine and the Paying Agent 
will notify the Registered Owners of the Variable 
Rate for the Variable Rate Period commencing on 
the Conversion Date pursuant to Section 
3. 02 (h) ( iv) below, and 

(C) set forth the matters 
stated pursuant to Section 4. 03 
purchases of Variable Rate Notes 
Section. 

required to be 
with respect to 

governed by such 

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

(v) 
3.02(h) 

Any 
f.rom 

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

(i) Conversions from Flexible Periods. At the option 
of an Authorized Representative, the Variable Rate Notes may 
be converted from Flexible Rate Periods to a Variable Rate 
Period. To accomplish the proposed conversion, an Au
thorized Representative shall give written notice of the 
proposed conversion together with a copy of the opinion 
referred to in Section 3. 02 (h) (v), if applicable, to the 
Remarketing Agent not fewer than one day prior to the date 
that notice is required to be given pursuant to subparagraph 
3. 02 ( i) ( ii). The conversion shall be accomplished as 
follows: 

( i) The Conversion Date shall be both (A) the 
first Business Day of a calendar month, and (B) the 
last Interest Payment Date on which interest is payable 
for any Flexible Rate Periods theretofore established 
for the Variable Rate Notes to be converted pursuant to 
Section 3. 03. 

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

(iii) The Variable Rate for the Variable Rate 
Period commencing on the Conversion Date shall be 
established and notice thereof shall be given in the 
same manner as is provided for conversions from one 
Variable Rate Period to another pursuant to Section 
3. 02 (h) (iii) above, except as provided in Section 3. OS. 

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

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

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

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

(b) Conversions to Flexible Rate Periods. At the 
option of an Authorized Representative, the Variable Rate 
Notes may be converted from a Variable Rate Period to 
Flexible Rate Periods. To accomplish the proposed conver
sion, the Authorized Representative shall give written 
notice of the proposed conversion together with a copy of 
the opinion referred to in Section 3. 02 (h) (v), if 
applicable, to the Remarketing Agent not fewer than one day 
prior to the date that notice is required to be given 
pursuant to Section 3.03(b) (ii). The conversion shall be 
accomplished as follows: 

( i) In any such case, the Flexible Rate Conver
sion Date shall be an Interest Payment Date on which 
interest is payable for the Variable Rate Period from 
which the conversion is to be made; provided, however, 
that in the case of a conversion from a Term Rate 
Period, the Conversion Date shall be an Interest 
Payment Date on which a new Term Rate Period would 
otherwise have commenced pursuant to Section 3. 02 (g). 

(ii) The Authorized Representative shall give 
written notice of any such conversion to the Paying 
Agent and the Bank in the manner and at the times 
prescribed by Sections 3. 02 (h) ( ii) and (iii) above. 

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

( iv) Any conversion at the direction of an 
Authorized Representative pursuant to this Section 
3.03(b) shall be subject to the condition, if required 
by Section 3.02(h)(v), that on or before the· date of 
such conversion, the Authorized Representative shall 
have delivered to the Paying Agent and the Remarketing 
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Agent an opinion of nationally recognized bond counsel 
to the effect that the conversion is authorized hereun
der and will not adversely affect the exemption of 
interest on the Variable Rate Notes from federal income 
taxation. If said opinion is not delivered or if 
conversion is to be made on the determination of the 
Remarketing Agent and is rejected by the Authorized 
Representative, the conversion shall not occur and the 
Variable Rate Notes shall remain in the same Rate 
Period. 

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

(a) The Fixed Rate Conversion Date shall be an Inter
est Payment Date on which interest is payable for the 
Variable Rate Period from w4ich the conversion is to be made 
or an Interest Payment Date on which interest is payable for 
all Variable Rate Notes during Flexible Rate Periods. 

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

(ii) Not fewer than thirty (30) days prior to the Fixed 
Rate Conversion Date, the Paying Agent shall mail (by first 
class mail) a written notice of the conversion to the Holder 
of all Variable Rate Notes, specifying the Conversion Date 
and setting forth the matters required to be stated pursuant 
to Section 3. 04( c) hereof. 

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

( i) the proposed Fixed Rate Conversion Date; 

(ii) the dates by which the Authorized Representa
tive will determine and the Paying Agent will notify 
the Holders of the Fixed Rate pursuant to Section 
3. 04( d) below; 

(iii) the conditions to the conversion pursuant to 
Section 3. 04( e) below; and 
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(iv) the matters required to be stated pursuant to 
Section 4.04 hereof with respect to purchases of 
Variable Rate Notes governed by such Section. 

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

(e) Any conversion to a Fixed Rate pursuant to this 
Section 3. 04 shall be subject to the following conditions: 

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

(ii) as of the Fixed Rate Conversion Date, suffi
cient funds shall be available to purchase Variable 
Rate Notes which are then required to be purchased 
pursuant to Section 4.04 hereof. If the foregoing 
conditions are not met for any reason, the conversion 
shall not be effective, the Variable Rate Notes shall 
continue to bear interest at the last effective Vari
able Rate (if the conversion was to have been made from 
a Variable Rate Period), at Flexible Rates determined 
by the Remarketing Agent pursuant to the provisions of 
Section 3.03(a) as of the date on which the conversion 
was to occur (if the conversion was to have been made 
from Flexible Rate Periods). The Paying Agent shall 
promptly notify the Registered Owners of such fact and 
shall give all additional notices and take all further 
actions required pursuant to Section 4. 06. 

Section 3. OS. Notices to Registered Owners. 

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

ARTICLE IV 

TENDER AND PURCHASE OF VARIABLE RATE NOTES 

Section 4. 01. Tenders During Variable Rate Periods. 

(a) Purchase Dates. The Holders of Variable Rate 
Notes bearing interest at Variable Rates may elect to have 
their Variable Rate Notes (or portions thereof in amounts 
equal to the lowest denomination then authorized pursuant to 
Section 2. 07 hereof or whole multiples of such lowest de
nomination) purchased at a purchase price equal to 100% of 
the principal amount of such Variable Rate Notes (or 
portions), -plus accrued interest, if any, on the following 
purchase dates and upon the giving of the following tele
phonic or written notices meeting the further requirements 
of subsection (b) below: 

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

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

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

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

(vi) Notwithstanding any provision in this sub
section to the contrary, any Registered Owner who has 
elected to retain Variable Rate Notes upon a conversion 
from one Rate Period to another in the manner pre
scribed in Section 4.03 or Section 4.04 may no longer 
elect to have their Variable Rate Notes purchased as 
provided in this Section 4. 01. 

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

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

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

(iii) shall automatically constitute, whether 
delivered in·writing or by telephone, (A) an irrevoca
ble offer to sell the Variable Rate Note (or portion 
thereof) to which the notice relates on the purchase 
date to any purchaser selected by the Remarketing 
Agent, at a price equal to the principal amount of such 
Variable Rate Note (or portion thereof) plus any 
interest thereon accrued and unpaid as of the purchase 
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date, (B) an irrevocable authorization and instruction 
to the Paying Agent to effect transfer of such Variable 
Rate Note (or portion thereof) upon payment of such 
price to the Paying Agent on the purchase date, (C) an 
irrevocable authorization and instruction to the Paying 
Agent to effect the exchange of the Variable Rate Note 
to be purchased in whole or in part for other ·variable 
Rate Notes in an equal aggregate principal amount so as 
to facilitate the sale of such Variable Rate Note (or 
portion thereof to be purchased), and (D) an acknowl
edgement that such Registered Owner will have no 
further rights with respect_to such Variable Rate Note 
(or portion thereof) upon payment of the purchase price 
thereof to the Paying Agent on the purchase date, 
except for the right of such Registered Owner to 
receive such purchase price upon surrender of such 
Variable Rate Note to the Paying Agent and that after 
the purchase date such Registered Owner will hold an 
undelivered certificate as agent for the Paying Agent. 

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

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

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

(e) Purchase of Tendered Variable Rate Notes. 

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

( ii) Sources of Payment. The Remarketing Agent 
shall cause to be paid to the Paying Agent for deposit 
in the Series A Note Payment Fund on the date fixed for 
purchase of tendered Variable Rate Notes, all amounts 
representing proceeds of the remarketing of such 
Variable Rate Notes, such payments to be made in the 
manner and at the time specified in Section 4. 01 (d) 
above. If such amounts, plus all other amounts re
ceived by the Paying Agent for the purchase of tendered 
Variable Rate Notes, are not sufficient to pay the 
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principal amount plus the accrued and unpaid interest 
thereon to the purchase date (if any), the Paying Agent 
shall immediately notify the Authorized Representative 
and the Bank, of any deficiency. The Board shall 
deliver or through Advances under the Credit Agreement 
(provided that any Advance under the Credit Agreement 
shall be in an amount equal to an authorized denomina
tion of the Notes being purchased) cause to be de
livered to the Paying Agent (A) immediately available 
funds in an amount at least equal to such deficiency 
prior to 3:30p.m., New York City time, on the date set 
for purchase of tendered Variable Rate Notes bearing 
interest at Daily, Weekly, Monthly, or Quarterly Rates, 
and (B) clearing house funds in an amount at least 
equal to such deficiency prior to 3:30 p.m., New York 
City time on the date set for purchase of tendered 
Variable Rate Notes bearing interest at Semiannual or 
Term Rates. All monies received by the Paying Agent as 
remarketing proceeds and additional amounts, if any, 
received from the Board or the Bank, if any, shall be 
deposited by the Paying Agent in the Series A Note 
Payment Account to be used solely for the payment of 
the purchase price of tendered Variable Rate Notes and 
shall not be commingled with other funds held by the 
Paying Agenti if any such monies exceed the amounts 
required to pay the purchase price of tendered Variable 
Rate Notes, such excess shall be paid to the Bank to 
the extent necessary to repay any Advance under the 
Credit Agreement and then to the Board. 

(iii) Payments by the Paying Agent. At or before 
3:00 p.m., New York City time, on the date set for 
purchase of tendered Variable Rate Notes and upon 
receipt by the Paying Agent of 100% of the aggregate 
purchase price of the tendered Variable Rate Notes, the 
Paying Agent shall pay the purchase price of such 
Variable Rate Notes to the Holders thereof at its 
corporate trust office or by bank wire transfer. Such 
payments shall be made in immediately available funds, 
unless the Variable Rate Notes to be purchased bear 
interest at Semiannual or Term Rates, in which event 
such payments shall be made in clearing house funds. 
The Paying Agent shall apply in order (A) moneys paid 
to it by the Remarketing Agent as proceeds of the 
remarketing of such Variable Rate Notes by the Remar
keting Agent, (B) moneys made available by the Board, 
and (C) moneys drawn on the Credit Agreement, if any. 
If sufficient funds are not available for the purchase 
of all tendered Variable Rate Notes, no purchase shall 
be consummated. 

(iv) Registration and Delivery of Tendered 
Purchased Variable Rate Notes. On the date 
~~~~~~~~~~~--~~~------= 
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purchase, the Paying Agent shall register and deliver 
(or hold) or cancel all Variable Rate Notes purchased 
on any purchase date as follows: (A) Variable Rate 
Notes purchased or remarketed by the Remarketing Agent 
shall be registered and made available (delivered in 
the case of Variable Rate Notes bearing interest at 
Flexible Rates) to the Remarketing Agent by 2:00 p.m. 
in accordance with the instructions of the Remarketing 
Agent; (B) Variable Rate Notes purchased with amounts 
drawn under the Credit Agreement, if any, or purchased 
for cancellation upon the directions of an Authorized 
Representative shall be cancelled; and (C) Variable 
Rate Notes purchased with amounts provided by the Board 
shall be registered in the name of the Permanent 
University Fund and shall be held in trust by the 
Paying Agent on behalf of the Permanent University Fund 
and shall not be released from such trust unless the 
Paying Agent shall have received written instructions 
from an Authorized Representative. 

(v) Sale of Variable Rate Notes to Refund Ad
vances Under Revolving Note. In the event that any 
Variable Rate Notes are purchased with amounts drawn 
under the Credit Agreement or are registered to the 
Permanent University Fund pursuant to subparagraph (iv) 
above to the extent requested by an Authorized Rep
resentative, the Remarketing Agent shall offer for sale 
and use its best efforts to sell such Variable Rate 
Notes registered to the Permanent University Fund. or 
new Variable Rate Notes in a principal amount equal to 
the principal amount of Variable Rate Notes purchased 
and cancelled pursuant to a draw under the Credit 
Agreement, as the case may be, at a price equal to the 
principal amount thereof plus accrued interest. 
Variable Rate Notes to be sold to refund the amounts 
due under the Revolving Note shall not be delivered 
upon remarketing unless the Credit Agreement is rein
stated for the principal amount thereof and interest 
thereon in accordance with its terms and the Remarket
ing Agent has been advised of such reinstatement by the 
Bank. 

(vi) Deli very of Variable Rate Notes; Effect of 
Failure to Surrender Variable Rate Notes. All Variable 
Rate Notes to be purchased on any date shall be 
required to be delivered to the corporate trust office 
of the Paying Agent at or before 1: 00 p.m. New York 
City time, on the purchase date except for Variable 
Rate Notes delivered in accordance with Section 4. 07 
hereof which may be delivered on the purchase date. If 
the Registered Owner of any Variable Rate Note (or 
portion thereof) that is subject to purchase pursuant 
to this Section fails to deliver such Variable Rate 
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Note to the Paying Agent for purchase on the purchase 
date, and if the Paying Agent is in receipt of the 
purchase price therefor, such Variable Rate Note (or 
portion thereof) shall nevertheless be deemed purchased 
on the day fixed for purchase thereof and ownership of 
such Variable Rate Note (or portion thereof) shall be 
transferred to the purchaser thereof as provided in 
Section 4.0l(e) (iv) above. Any Registered Owner who 
fails to deliver such Variable Rate Note for purchase 
shall have no further rights thereunder except the 
right to receive the purchase price thereof upon 
presentation and surrender of said Variable Rate Note 
to the Paying Agent. The Paying Agent shall, as to any 
tendered Variable Rate Notes which have not been 
delivered to it ( i) promptly notify the Remarketing 
Agent of such nondelivery and (ii) place a stop trans
fer against an appropriate amount of Variable Rate 
Notes registered in the name of such Registered Own
er(s) on the Registration Books. The Paying Agent 
shall place such stop ( s) commencing with the lowest 
serial number Variable Rate Note registered in the name 
of such Registered Owner(s) until stop transfers have 
been placed against an appropriate amount of Variable 
Rate Notes until the appropriate tendered Variable Rate 
Notes are delivered to the Paying Agent. Upon such 
deli very, the Paying Agent shall make any necessary 
adjustments to the bond Registration Books. 

Section 4. 02. Tenders During Flexible Rate Periods. 

(a) Purchase Dates. Each Variable Rate Note bearing 
interest at a Flexible Rate shall be subject to mandatory 
tender for purchase, on the last day of each Flexible Rate 
Period applicable to such Variable Rate Note at a purchase 
price equal to 100% of the principal amount thereof, plus 
interest accrued during such Flexible Rate Period, subject, 
however, to the right of the Registered Owner to elect to 
retain his investment in the Variable Rate Note by irrevoca
ble telephonic or written notice delivered to the Paying 
Agent or the Remarketing Agent, if authorized to receive 
such notice by the Paying Agent not later than 3:00 p.m. on 
the Business Day before the expiration of the then current 
term of such Flexible Rate for that Variable Rate Note (or 
12:45 p.m., New York City time, on the expiration date, in 
the event of Variable Rate Notes with a Flexible Rate Period 
of one day). In the event a Registered Owner of a Variable 
Rate Note bearing interest at a Flexible Rate desires to 
retain his investment, the Registered Owner must present his 
Variable Rate Note to the Paying Agent in exchange for 
payment of principal and accrued interest in immediately 
available funds and the Paying Agent will authenticate and 
deliver to the Remarketing Agent for redelivery to such 
Registered Owner a substitute Variable Rate Note for the 
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term of the succeeding Flexible Rate Period in replacement 
of the old Variable Rate Note. Each such Flexible Rate 
Period and mandatory tender date for a Variable Rate Note 
shall be established on the date of purchase of such Vari
able ·Rate Note as hereinafter provided. The Registered 
Owner of any Variable Rate Note bearing interest at a 
Flexible Rate and tendered for purchase as provided in this 
Section 4.02(a) shall provide the Paying Agent with payment 
instructions for the purchase price of its Variable Rate 
Note upon tender thereof to the Paying Agent. The Paying 
Agent shall notify by telephone the Remarketing Agent 
immediately upon receipt of notice of any election to retain 
Variable Rate Notes. 

(b) Remarketing of Tendered Variable Rate Notes. Not 
later than 3:00 p.m., New York City time, on the Business 
Day immediately preceding each purchase date (or 12:45 p.m., 
New York City time, on the purchase date, in the event of 
Variable Rate Notes with a Flexible Rate Period of one day), 
the Remarketing Agent shall offer for sale and use its best 
efforts to find purchasers for all Variable Rate Notes 
bearing interest at Flexible Rates required to be purchased 
on the ensuing purchase date. Subject to the provisions of 
Section 3. 03, in remarketing the Variable Rate Notes, the 
Remarketing Agent shall offer and accept purchase commit
ments for the Variable Rate Notes for such Flexible Rate 
Periods and at such Flexible Rates as it deems to be advis
able in order to minimize the net interest cost on the 
Variable Rate Notes under prevailing market conditions; 
provided, however, that the foregoing shall not prohibit the 
Remarketing Agent from accepting purchase commitments for 
longer Flexible Rate Periods (and at higher Flexible Rates) 
than are otherwise available at the time of any remarketing 
if the Remarketing Agent determines that, under prevailing 
market conditions, a lower net interest cost on the Variable 
Rate Notes can be achieve.d over the longer Flexible Rate 
Period. Notwithstanding the foregoing, no Flexible Rate 
Period may be established which exceeds 180 days or, if the 
Remarketing Agent has given or received notice of any 
conversion to a Variable Rate Period or Fixed Rate Period, 
the remaining number of days prior to the Conversion Date. 
The terms of any sale by the Remarketing Agent shall provide 
for the authorization of the payment of the purchase price 
by the Remarketing Agent to the Paying Agent in immediately 
available funds in exchange for Variable Rate Notes regis
tered in the name of the new Registered Owner delivered to 
the Remarketing Agent at or before 2:15p.m., New York City 
time, on the purchase date. Such payment by the Remarketing 
Agent pursuant to authorization shall be made no later than 
2: 45 p.m. , New York City time on such date, unless the 
Remarketing Agent shall notify the Paying Agent that the 
Variable Rate Notes are to be reauthenticated in accordance 
with instructions from the Remarketing Agent. 
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(c) Purchase of Tendered Variable Rate Notes. The 
provisions of Section 4.01(e) shall apply to tenders pursu
ant to this Section 4.02; provided that, for the purpose of 
so applying such provisions; 

(i) The notices required pursuant to Section 
4.01(e)(i) shall be given on the date of purchase at or 
before (A) 1:00 p.m., New York City time, in the case 
of the notice from the Remarketing Agent as to the 
principal amount of Variable Rate Notes remarketed, (B) 
1:30 p.m., New York City time, in the case of the 
notice from the Paying Agent of the principal amount of 
Variable Rate Notes remarketed, and (C) 1:00 p.m., New 
York City time, in the case of the notice from the 
Remarketing Agent providing information concerning the 
purchasers of the Variable Rate Notes; 

(ii) the manner and time of payment of remarketing 
proceeds shall be as specified in subsection 4.02(b) 
above; 

(iii) all payments to tendering Holders shall be 
paid in immediately available funds on the purchase 
date; and 

( iv) the deliveries of Variable Rate Notes under 
Section 4.02(a) shall be required to be made at or 
before 3:00p.m., New York City time, on each purchase 
date. 

Section 4. 03. Tender Upon Variable or Flexible Rate 
Conversion. 

(a) Conversions to Variable Rate Periods. On any 
Variable Rate Conversion Date pursuant to Section 3.02(h) or 
3.02(i) hereof, the Variable Rate Notes shall be subject to 
optional or mandatory tender on such date as follows: 

(i) Variable Rate Notes to be converted from 
Flexible Rate Periods to a Variable Rate Period or from 
any Variable Rate Period to a different type of Vari
able Rate Period (other than Variable Rate Notes to be 
converted from a Weekly Rate Period to a Daily Rate 
Period or from a Daily Rate Period to a Weekly Rate 
Period) are subject to mandatory tender for purchase on 
the Conversion Date at a purchase price equal to the 
principal amount thereof; 

(ii) Holders of Variable Rate Notes may elect to 
retain their Variable Rate Notes (or authorized 
portions as described above) notwithstanding a mandato
ry tender pursuant to this subparagraph and Section 
4.05 hereof, as follows: 
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(A) Upon a conversion to a Daily Rate Period 
or Weekly Rate Period from any Variable Rate 
-Period (other than a Daily or Weekly Rate Period) 
or Flexible Rate Periods, a Registered Owner may 
elect to retain its Variable Rate Notes by de
livering a written notice to the Paying Agent at 
its corporate trust officer of such election no 
later than 5:00 p.m. New York City time on a 
Business Day which is at least fifteen (15) days 
(or seven (7) days in the case of conversion from 
Flexible Rate Periods) prior to the Conversion 
Date; or 

(B) Upon a conversion to a Variable Rate 
Period (other than a Daily or Weekly Rate Period) 
from a different type of Rate Period or from 
Flexible Rate Periods, a Registered Owner may 
elect to retain its Variable Rate Notes by de
livering a written notice to the Paying Agent at 
its corporate trust office of such election no 
later than 5:00 p.m., New York City time on a 
Business Day which is at least (i) seven (7) days 
prior to the Conversion Date in the event of a 
conversion to a Monthly Rate Period; or (ii) 
thirteen (13) days in the case of a conversion to 
a Quarterly Rate Period; or (iii) fifteen ( 15) 
days in the case of a conversion to a Semiannual 
or Term Rate Period. 

(C) Promptly upon receipt of any such 
notices, the Paying Agent shall notify the Remar
keting Agent of the Variable Rate Notes to be 
retained pursuant to such notices. 

(b) Conversion To Flexible Rate Periods From Variable 
Rate Periods. On any Flexible Rate Conversion Date pursuant 
to Section 3.03(b) hereof, the Variable Rate Notes are 
subject to mandatory tender for purchase on the applicable 
Conversion Date at a purchase price equal to the principal 
amount thereof, subject, however, to the right of the 
Registered Owner to elect to retain his investment in his 
Variable Rate Notes as provided in Section 4.02(a) by 
irrevocable written notice delivered to the Paying Agent not 
later than 5:00p.m., New York City time, at least three (3) 
Business Days prior to the Flexible Rate Conversion Date. 

(c) Mandatory Denomination Tender. On any conversion 
to a Daily, Weekly, Monthly, or Quarterly Rate Period, any 
Variable Rate Note in a denomination which is not· a whole 
multiple of $100,000 is subject to mandatory tender for 
purchase on the applicable Conversion Date at a purchase 
price equal to the principal amount thereof; provided, 
however, that any Registered Owner may elect to retain any 
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portion of its Variable Rate Notes which is in the denomina
tions of any multiple of $100,000 in the manner described in 
Section 4.03(d) hereof. On any conversion to a Semiannual 
or Term Rate period, any Variable Rate Note in a denomina
tion which is not a whole multiple of $5,000 is subject to 
mandatory tender for purchase on the applicable Conversion 
Date at a purchase price equal to the principal amount 
thereof; provided, however, that any Registered Owner may 
elect to retain any portion of its Variable Rate Notes which 
is in the denomination of any multiple of $5,000 in the 
manner described in Section 4.03(d) hereof. On any conver
sion to Flexible Rate Periods, any Variable Rate Note which 
is not in the denomination of $100,000 or a whole multiple 
of $1,000 above $100,000 is subject mandatory tender for 
purchase on the Flexible Rate Conversion Date at a purchase 
price equal to the principal amount thereof; provided, 
however, that any Registered Owner may elect to retain any 
portion of its Variable Rate Note which is in the denomina
tion of $100,000 or a whole multiple of $1,000 above 
$100,000 in the manner described in Section 4.03(d) hereof. 
To the extent that any Variable Rate Note is not in an 
authorized denomination on a Mandatory Tender Date the 
excess amount shall be cancelled and retired. 

(d) Notice of Election to Retain. Notices of 
elections to retain Variable Rate Notes pursuant to Sections 
4. 03 (a), (b) and (c) above shall state the name of the 
Registered Owner, specify the principal amount of the 
Variable Rate Notes (or portions thereof) to which such 
notice relates, and direct the Paying Agent not to purchase 
the Variable Rate Notes (or portions) so specified. Any 
such notice delivered to the Paying Agent shall be irrevoca
ble and binding upon the Registered Owner delivering the 
same and all subsequent Holders of the Variable Rate Notes 
to be retained, including any Variable Rate Notes to be 
issued in exchange therefor or upon transfer thereof. Any 
Registered Owner who elects to retain its Variable Rate 
Notes pursuant to this Section shall no longer have the 
right to tender its Variable Rate Notes for optional pur
chase pursuant to Section 4.01 hereof prior to the applica
ble Conversion Date. 

(e) Notice to Holders. Any notice of a Conversion 
Date given to Holders pursuant to Section 3.02(h)(iii), 
3.02(i)(iii) or 3.03(b)(iii) hereof shall, in addition to 
the requirements of such Section: ( i) state whether the 
Variable Rate Notes to be converted will be subject to 
mandatory tender for purchase on the Conversion Date and the 
time at which Variable Rate Notes are to be tendered for 
purchase; (ii) specify the date and time by which any notice 
of a tender or of an election to retain Variable Rate Notes 
pursuant to this Section must be received; and (iii) if 
·appropriate, specify the matters required to be stated in 
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notices of elections to retain Variable Rate Notes (or 
contain a form thereof). 

(f) Remarketing. Promptly after receipt of any 
election to retain Variable Rate Notes, but in any event not 
later than 1:00 p.m., New York City time, on the Business 
Day immediately following the last day on which notices of 
elections to retain Variable Rate Notes may be delivered to 
the Paying Agent pursuant to Section 4.03(a) or (b) above, 
the Paying Agent shall notify an Authorized Representative, 
the Remarketing Agent, and the Bank by telephone, telegram, 
telecopy, or other similar communication, of the principal 
amount of Variable Rate Notes to be tendered for purchase on 
the Conversion Date. The Remarketing Agent shall offer for 
sale and use its best efforts to find purchasers for such 
Variable Rate Notes. The terms of any sale by the Remarket
ing Agent shall provide for the payment of the purchase 
price of tendered Variable Rate Notes by the Remarketing 
Agent to the Paying Agent in immediately available funds (or 
clearing house funds if Variable Rate Notes are converted 
from a Term or Semiannual Rate Period) at or before 2:00 
p.m., New York City time, on the Conversion Date. 

(g) Purchase of Tendered Variable Rate Notes. The 
provisions of Section 4.01(e) shall apply to tenders pursu
ant to this Section 4.03 with respect to Variable Rate Notes 
bearing interest at Variable Rates; provided that, for the 
purpose of so applying such provisions: 

(i) the notices required pursuant to Section 
4.01(e) shall be given as therein described, except 
that the provisions relating specifically to Variable 
Rate Notes bearing interest at Daily Rates shall be 
disregarded; 

(ii) the manner and time of payment of remarketing 
proceeds referred to in Section 4.01(e)(ii) shall be as 
specified in Section 4. 03 (f) above; 

(iii) all payments to tendering Holders referred to 
in Section 4.01(e) (iii) shall be made in immediately 
available funds unless the Variable Rate Notes to be 
purchased bear interest at Semiannual or Term Rates, in 
which event such payments shall be made in clearing 
house funds; and 

( iv) the deliveries of Variable Rate Notes under 
Section 4.01(e)(vi) shall be required to be made at or 
before 1:00 p.m., New York City time, on the Conversion 
Date (or 5:00p.m., New York City time, on the second 
(2nd) Business Day prior to the Conversion Date in the 
case of Variable Rate Notes bearing interest at Semian
nual or Term Rates) . 
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The provisions of Section 4. 02 (c) shall apply to tenders 
pursuant to this Section 4.03 with respect to Variable Rate 
Notes bearing interest at Flexible Rates. 

Section 4. 04. Tender Upon Fixed Rate Conversion. 

(a) Mandatory Tender Upon Conversion. Any Variable 
Rate Notes to be converted to bear interest at the Fixed 
Rate pursuant to Section 3. 04 hereof shall be subject to 
mandatory tender for purchase on the Fixed Rate Conversion 
Date at a price equal to the principal amount thereof; 
provided that the Holders of any such Variable Rate Notes 
may elect to retain their Variable Rate Notes notwithstand
ing a mandatory tender pursuant to this Section by deliver
ing to the Paying Agent at its corporate trust office not 
later than 5:00p.m., New York City time, on a Business Day 
which is not fewer than fifteen (15) days prior to the Fixed 
Rate Conversion Date a written notice of such election. 
Such written notice shall: 

(i) state that the person delivering the same is 
a Registered Owner (specifying the numbers and de
nominations of the Variable Rate Notes of such Regis
tered Owner) ; 

( ii) state that the Registered Owner is aware of 
the fact that, after the Fixed Rate Conversion Date, 
the Variable Rate Notes will no longer be subject to 
tender at the option of the Registered Owner; 

(iii) direct the Paying Agent not to purchase the 
Variable Rate Notes of such Registered Owner; and 

( iv) be irrevocable and binding upon the Regis
tered Owner delivering such notice and all subsequent 
Holders of the Variable Rate Notes to be retained, 
including any Variable Rate Notes issued in exchange 
therefor or upon transfer thereof. 

(b) Notice to Holders. Any notice of conversion given 
to Holders pursuant to Section 3. 04( c) hereof shall, in 
addition to the requirements of such Section, specify the 
date and time by which any notice of election to retain 
Variable Rate Notes pursuant to this Section must be re
ceived, and specify the matters required to be stated in 
such notices (or contain the form thereof) . 

(c) Remarketing. At or before 4:00 p.m., New York 
City time, on the Business Day immediately following the 
last day on which notices of elections to retain Variable 
Rate Notes may be delivered to the Paying Agent pursuant to 
Section 4. 04( a) above, the Paying Agent shall notify an 
Authorized Representative, the Remarketing Agent, and the 
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Bank by telephone, telegraph, telecopy, telex, or other 
similar communication, of the principal amount of Variable 
Rate Notes to be tendered for purchase on the Fixed Rate 
Conversion Date. The Remarketing Agent shall offer for sale 
and use its best efforts to find purchasers for such Vari
able Rate Notes; provided that in no event shall the 
Remarketing Agent sell any such Variable Rate Note for sale 
to any person unless the Remarketing Agent has advised such 
person of the fact that, after the Fixed Rate Conversion 
Date, the Variable Rate Notes will no longer be subject to 
tender at the option of the Registered Owner. The terms of 
any sale by the Remarketing Agent shall provide for the 
payment of the purchase price to the Paying Agent of the 
tendered Variable Rate Notes in immediately available funds 
(or clearinghouse funds in the event of conversion from a 
Term Rate or Semiannual Rate) at or before 3:00p.m., New 
York City time. 

(d) Purchase of Tendered Variable Rate Notes. The 
provisions of Section 4.0l(e) shall apply to mandatory 
tenders pursuant to this Section 4.04; provided that, for 
the purpose of so applying such provisions: 

(i) the notices required pursuant to Section 
4.0l(e)(i) shall be given as therein described, except 
that the provisions relating specifically to Variable 
Rate Notes bearing interest at Daily Rates shall be 
disregarded; 

(ii) the manner and time of payment of remarketing 
proceeds referred to in Section 4.0l(e)(ii) shall be as 
specified in subsection 4. 04 (c) above; and 

(iii) the deliveries of Variable Rate Notes under 
Section 4.0l(e)(vi) shall be required to be made at or 
before 1:00 p.m., New York City time, (3:00p.m., New 
York City time in the case of Variable Rate Notes 
bearing interest at Flexible Rate), on the Conversion 
Date (or 5:00p.m., New York City time, on the second 
(2nd) Business Day prior to the Conversion Date in the 
case of Variable Rate Notes bearing interest at Semian
nual or Term Rates). 

Section 4.05. Mandatory Tender Upon Expiration of 
Credit Agreement. 

(a) At all times prior to conversion to a Fixed Rate, 
the Variable Rate Notes shall be subject to mandatory 
purchase upon the expiration or termination of the Credit 
Agreement, subject to the right of the Registered Owner to 
retain his Variable Rate Note, which purchase shall occur: 
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( i) on the last Business Day prior to the ter
mination or expiration of the Credit Agreement, provid
ed that no such tender and purchase shall be required 
if the Credit Agreement is renewed prior to the date of 
notice to Registered Owner pursuant to subsection 
4.05(b) below; or 

(ii) on the last Business Day prior to the substi
tution of a new Credit Agreement, for such Variable 
Rate Notes, provided that no such tender and purchase 
shall be required if prior to the date of notice to the 
Registered Owner pursuant to subsection 4.05(b) below, 
the Remarketing Agent and the Paying Agent shall have 
received confirmation from Standard & Poor's or Moody's 
or Fitch (or any of them) to the effect that the rating 
or ratings assigned by any of such agencies to the 
Variable Rate Notes will not be lowered as a result of 
the expiration or substitution. 

(b) Not later than thirty ( 30) days prior to the 
p4rchase date, the Paying Agent shall mail a written notice 
of the purchase to the Holders of all Variable Rate Notes 
subject to purchase, which notice shall specify ( i) the 
purchase date, and ( ii) the event requiring the purchase 
pursuant to subsection (a) above. 

(c) The Holders of any Variable Rate Notes may elect 
to retain their Variable Rate Notes notwithstanding a 
mandatory tender pursuant to this Section by delivering to 
the Paying Agent at its corporate trust office not later 
than 5:00p.m., New York City time, on a Business Day which 
is not fewer than fifteen (15) days prior to the mandatory 
tender date a written notice of such election. Such written 
notice shall: 

(i) state that the person delivering the same is 
a Registered Owner (specifying the numbers and de
nominations of the Variable Rate Notes of such Regis
tered Owner); 

(ii) state that the Registered Owner is aware of 
the fact that after the Credit Agreement termination or 
expiration date, the Credit Agreement will no longer be 
in effect; 

(iii) direct the Paying Agent not to purchase the 
Variable Rate Notes of such Holders; and 

( iv) be irrevocable and binding upon the Holder 
delivering such notice and all subsequent Holders of 
the Variable Rate Notes to be retained, including 
Variable Rate Notes issued in exchange therefor or upon 
transfer thereof. 
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Section 4. 06. Inadequate Funds for Tenders. If the 
funds available for purchases of Variable Rate Notes pursu
ant to this Article IV are inadequate for the purchase of 
all Variable Rate Notes tendered on any purchase date, the 
Paying Agent shall, after any applicable grace period: (a) 
return all tendered Variable Rate Notes to the Holders 
thereof; (b) return all moneys received for the purchase of 
such Variable Rate Notes to the Persons providing such 
moneys; and (c) notify an Authorized Representative of the 
return of such Variable Rate Notes and moneys and the 
failure to make payment for tendered Variable Rate Notes. 

Section 4. 07. Tenders or Waivers By Investment Com
panies. The Registered Owner of any Variable Rate Note 
issued hereunder may, at its option, notify the Remarketing 
Agent and the Paying Agent in writing that it is an Invest
ment Company, or is holding Note(s) on behalf of an Invest
ment Company and in such notice either (a) irrevocably waive 
its option to retain its Note(s) subject to mandatory tender 
pursuant to Section 4.03(a), (b) or (c) and 4.04(a) hereof 
or (b) irrevocably elect to have its Note(s) purchased on 
·the next date on which such Note ( s) may be purchased pursu
ant to Section 4.01 hereof. In the event of a notice under 
clause (b) above, the notice from the purchaser shall 
contain the information required under Section 4.0l(b) 
hereof. Any notice delivered by an Investment Company with 
respect to its Note(s) shall be irrevocable with the same 
effect described in Section 4. 01 (b) (iii). 

Section 4.08. Mandatory Tender at End of Initial 
Flexible Rate Period. Notwithstanding any provision of this 
Resolution to the contrary, the Variable Rate Notes initial
ly issued hereunder shall be subject to mandatory tender, 
without right of retention by the Registered Owner at the 
end of the initial Flexible Rate Period (December 20, 1985). 

ARTICLE V 

ISSUE AND SALE OF NOTES 

Section 5. 01. Issuance and Sale of Notes. (a) Except 
as provided in subsection (b) of this Section, all Project 
Notes issued to provide funds to pay Project Costs shall be 
sold through .competitive bidding in the manner set forth in 
this Resolution and as required by the Constitutional 
Amendment. In connection with sales of Project Notes to 
provide funds to pay Project Costs (specifically excluding 
Project Notes described in Section 5.01(b)), an Authorized 
Representative shall prepare a Notice to·Bidders and Bidding 
Instructions with respect thereto. 

(b) All Project Notes sold to refund Notes, including 
amounts outstanding under the Revolving Note which evidence 
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Advances under the Agreement are hereby deemed to be "re
funding bonds" within the meaning of the Constitutional 
Amendment and therefore may be sold in the manner determined 
by an Authorized Representative to be most economically 
advantageous to the Board. 

(c) The Commercial Paper Notes shall be completed and 
delivered by the Issuing and Paying Agent in accordance with 
telephonic, computer or written instructions of any Au
thorized Representative and in the manner specified in the 
Issuing and Paying Agent Agreement and below. To the extent 
such instructions are not written, they shall be confirmed 
in writing within 24 hours. Said instructions shall specify 
such principal amounts, dates of issue, maturities, rates of 
discount or interest, and other terms and conditions which 
are hereby authorized and permitted to be fixed by any 
Authorized Representative at the time of sale of the Commer
cial Paper Notes. Such instructions shall include the 
purchase price of the Commercial Paper Notes, and a request 
that the Issuing and Paying Agent authenticate such Commer
cial Paper Notes by counter signature of its authorized 
officer or employee and deliver them to the named purchaser 
or purchasers thereof upon receipt of payment in accordance 
with the custom then prevailing in the New York financial 
market in regard to obligations such as the Commercial Paper 
Notes. Such instructions shall also specify the amounts of 
the proceeds of such issue of Commercial Paper Notes which 
are to be deposited to the Series A Note Payment Fund and to 
be transferred to the Series A Note Construction Account. 
Such instructions shall also contain provisions representing 
that all action on the part of the Board necessary for the 
valid issuance of the Commercial Paper Notes then to be 
issued, or the incurring of Advances under the Revolving 
Note then to be incurred, has been taken, that all pro
visions of Texas and federal law necessary for the valid 
issuance of such Commercial Paper Notes with provision for 
original issue discount and interest exemption from federal 
income taxation have been complied with, and that such 
Commercial Paper Notes in the hands of the Holders thereof 
will be valid and enforceable special obligations of the 
Board according to their terms, subject to the exercise of 
judicial discretion in accordance with general principles of 
equity and bankruptcy, insolvency, reorganization, moratori
um, and other similar laws affecting creditors' rights 
heretofore or hereafter enacted to the extent constitution
ally applicable and that, based upon the advice of Bond 
Counsel, the earned original issue discount on the Commer
cial Paper Notes or stated interest on the Commercial Paper 
Notes, as the case may be, is exempt from federal income 
tax. Such instructions shall also certify that: 

( i ) 
issued 

if 
to 

the 
pay 

Commercial Paper 
Project Costs, 
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requirements set forth in this Resolution have been 
satisfied and (B) attached to such instructions is (1) 
a No-Arbitrage Certificate (as described in Section 
6. OS), (2) an approving opinion of Bond Counsel, and 
(3) an opinion of the general counsel of the University 
that the Commercial Paper Notes are being issued to pay 
Project Costs for Eligible Projects; 

( ii) no Event of Default under Section 7. 01 has 
occurred and is continuing as of the date of such 
Certificate and that the Issuing and Paying Agent has 
not received a No-Issuance Notice (as defined in the 
Agreement) ; 

(iii) the Board is in compliance with the covenants 
set forth in Section 2.13 and Article VI as of the date 
of such instructions; 

(iv) that the sum of the interest payable on such 
Commercial Paper Note and any discount established for 
such Commercial Paper Note will not exceed a yield 
(calculated on the principal amount of the Commercial 
Paper Note on the basis of a 365-day year and actual 
days elapsed) to the maturity date of such Commercial 
Paper Note in excess of the Maximum Interest Rate in 
effect on the date of issuance of such Commercial Paper 
Note; 

(v) that the aggregate principal amount of Fund 
Priority Obligations, Notes (including the principal 
amount of the Commercial Paper Notes to be sold pursu
ant to such instructions), Short Term Obligations and 
other obligations of the Board issued under the Consti
tutional Amendment does not exceed a total amount of 20 
pe·rcent of the cost value of investments and other 
assets of the Permanent University Fund (exclusive of 
real estate) as of the time of the sale of the Commer
cial Paper Notes; and 

(vi) that, based upon the projected monies to be 
deposited into the Interest and Sinking Fund from the 
Interest of the University in the Available University 
Fund, the payment of the interest on and/or principal 
of any Note from monies on deposit in the Interest and 
Sinking Fund by the Board will not impair the 
obligation of the Board to pay the principal of and/or 
interest on any Fund Priority Obligation as the same 
matures and comes due. 

(d) The Revolving Note shall be delivered to the Bank 
and thereafter Advances may be made thereunder in accordance 
with the terms of the Agreement. 
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(e) Variable Rate Notes shall be issued and sold at 
public or private sale in the same manner provided for the 
issuance and sale of Commercial Paper Notes in subsections 
(a), (b) anq (c) of this Section 5.01 and pursuant to the 
provisions of Articles I I I and IV; except that the certi
fication described in Section 5.01(c)(iv) shall be calculat
ed on the basis of a 360-day year of twelve 30-day months or 
a 365-day year and actual days elapsed, as applicable. 

Section 5.02. Proceeds of Sale of Project Notes. The 
proceeds of the sale of any Project Notes (net of all 
expenses and costs of sale and issuance) shall be deposited 
into Series A Note Payment Fund, and shall be applied for 
any or all of the following purposes as directed by an 
Authorized Representative: 

(i) Proceeds to be used for the payment and 
redemption or purchase of outstanding Project Notes at 
or before maturity and the refunding of any Advances 
(evidenced by the Revolving Note) under the Agreement 
shall be expended therefor. 

( ii) Proceeds not to be retained in the Series A 
Note Payment Fund as provided in subparagraph (i) above 
shall be transferred to the Series A Note Construction 
Account and used and applied in accordance with the 
provisions of Section 2 .14. 

Section 5.03. Issuing and Paying Agent Agreement. 
That the Paying Agent/Registrar Agreement (the "Issuing and 
Paying Agent Agreement" or the "Paying Agent/Registrar 
Agreement") by and between the Board and Morgan Guaranty 
Trust Company of New York, New York, New York, relating to 
the Project Notes, in the form attached hereto as Exhibit C, 
is hereby approved as to form and content and an Authorized 
Representative is hereby authorized and directed to execute 
the same for and on behalf of the Board and, in connection 
with the execution thereof, approve such changes, additions, 
or amendments thereto as may be necessary and proper to 
carry out the purpose and intent of such I ssui·ng and Paying 
Agent Agreement. The Board is hereby authorized to enter 
into any supplemental agreements with the Issuing and Paying 
Agent or with any successor Issuing and Paying Agent. 

Section 5.04. Remarketing Agreement. That the Remar
keting Agreement (the "Remarketing Agreement") in the form 
attached hereto as Exhibit D with Goldman, Sachs & Co. (the 
"Dealer" or "Remarketing Agent") pertaining to the sale, 
from time to time, of Project Notes or the purchase of 
Project Notes from the Board, all for a fee as set forth in 
said Remarketing Agreement, is hereby approved as to form 
and content and an Authorized Representative is hereby 
authorized and directed to execute the same for and on 
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behalf of the Board and, in connection with the execution 
thereof, approve such changes, additions, or amendments 
thereto as may be necessary and proper to carry out the 
purpose and intent of such Remarketing Agreement. The Board 
may enter any supplemental agreements with the Dealer or 
with any successor Dealer selected by the Board. 

Section 5. 05. Initial Sale. The Variable Rate Notes 
shall be originally issued as Flexible Rate Notes in the 
aggregate principal amount of $100,000,000. The initial 
Variable Rate Notes shall be sold through competitive bid in 
accordance with the procedures described in the Official 
Notice of Sale and Official Bid Form attached hereto as 
Exhibit E; provided, that, an Authorized Representative may 
vary the date and times of such competitive sale. 

ARTICLE VI 

COVENANTS OF THE BOARD 

Section 6.01. Limitation on Issuance. Unless this 
Resolution and the Agreement is amended and modified by the 
Board in accordance with the provisions of Section 8. 01 
hereof, the Board covenants that there will not be issued 
and outstanding at any time more than $100,000,000 in 
principal amount of Project Notes. The Board, however, does 
reserve the right to issue additional Project Notes in 
excess of said amount by resolution duly adopted by the 
Board. For purposes of this Section 6. 01 any portion of 
outstanding Project Notes to be paid on the day of calcu
lation from moneys on deposit in the Series A Note Payment 
Fund and the proceeds of Notes, Short Term Obligations, Fund 
Priority Obligations or other obligation of the Board issued 
pursuant to the Constitutional Amendment shall not be 
considered outstanding. 

Additionally, the Board covenants and agrees that the 
total principal amount of all Project Notes outstanding at 
any one time and the total amount of interest accrued or to 
accrue thereon in the succeeding 214 days following such 
date of calculation shall not exceed the sum total of the 
"Available Bank Loan Commitment" (as defined in the Agree
ment) plus the amount on deposit in the Series A Note 
Payment Fund and the Special System Account. 

Section 6. 02. General Covenant. The Board covenants 
and agrees that while the currently outstanding Permanent 
University Fund Obligations are outstanding, the Board will 
maintain and invest and keep invested the Permanent Univer
sity Fund in a prudent manner and as required by law. 
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Section 6.03. Payment of Fund Priority Obligations and 
Notes. The Board hereby covenants and reaffirms to the 
holders or owners of any Fund Priority Obligations that the 
payment from time to time of the interest on and/or princi
pal of the Notes shall not impair the ability or the 
obligation of the Board to pay the principal of and/or 
interest on any Fund Priority Obligations, and that the 
Board further covenants (i) that it shall establish appro
priate procedures with the State Treasurer and the Comptrol
ler of Public Accounts with respect to deposits into the 
Series A Note Payment Fund and the Special System Account, 
and (ii) that such procedures shall not impair the ability 
of the Board to pay the principal of and/or interest on the 
Fund Priority Obligations. 

Section 6. 04. Maintenance of Available Credit Facil
ities Requirement. (a) The Board agrees and covenants that 
at all times while there are outstanding Commercial Paper 
Notes or Variable Rate Notes which have not been converted 
to a Fixed Rate it will maintain credit facilities with 
banks in amounts such that, assuming that all then out'stand
ing Commercial Paper Notes and Variable Rate Notes which 
have not been converted to a Fixed Rate were to become due 
and payable immediately, the amount available for borrowing 
under the credit facilities would be sufficient at that time 
to pay principal of all such Commercial Paper Notes and 
Variable Rate Notes which have not been converted to a Fixed 
Rate, and interest thereon for 214 days computed at the rate 
of 15% per annum. No Commercial Paper Notes or Variable 
Rate Notes which have not been converted to a Fixed Rate 
shall be issued which if, after giving effect to the 
issuance thereof and, if applicable, the immediate 
application of the proceeds thereof to retire other Commer
cial Paper Notes and Variable Rate Notes which have not been 
converted to a Fixed Rate covered by the credit facility, 
the aggregate principal amount of all Commercial Paper Notes 
and Variable Rate Notes which have not been converted to a 
Fixed Rate and interest thereon covered by the credit 
facility would exceed the amount of the credit commitment 
under the credit facility. The availability for borrowing 
of such amounts under the credit facilities may be subject 
to reasonable conditions precedent, including but not 
limited to, bankruptcy of the Board. In furtherance of the 
foregoing covenant, the Board agrees that it will not issue 
any Project Notes or make any borrowings which will result 
in a violation of such covenant, will not amend the 
Agreement in a manner which will cause a violation of such 
covenant and, if and to the extent necessary to maintain 
compliance with such covenant, and will arrange for new 
credit facilities prior to, or contemporaneously with, the 
expiration of the Agreement. 
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(b) The Agreement presently satisfies the covenant 
contained in paragraph (a) above with respect to the issu
ance of up to $100,000,000 in aggregate principal amount at 
any one time outstanding of Commercial Paper Notes and 
Variable Rate Notes, which have not been converted to a 
E'ixed Rate. 

Section 6. OS. Available E'unds. To the extent Notes 
cannot be issued to renew or refund outstanding Notes, the 
Board in good faith shall endeavor to sell a sufficient 
principal amount of E'und Priority Obligations, Short Term 
Obligations, or other obligations of the Board under the 
Constitutional Amendment in order to have funds available, 
together with other moneys available therefor, to pay the 
Notes and the interest thereon, or any renewals thereof, as 
the same shall become due, and other amounts due under the 
Agreement. 

Section 6. 06. Notes to Remain Tax Exempt. The Board 
covenants that it will execute and deliver to the Issuing 
and Paying Agent a No-Arbitrage Certificate in the form 
prescribed by Bond Counsel in connection with the original 
issuance of the Notes, and each issuance of Notes thereafter 
to pay Project Costs, and that in connection with any other 
issuance of Notes, it will execute and deliver to the 
Issuing and Paying Agent a confirmation that the facts, 
estimates, circumstances and reasonable expectations con
tained therein continue to be accurate as of such issue 
date. The Board represents and covenants that it will not 
expend, or permit to be expended, the proceeds of any Notes 
in any manner inconsistent with its reasonable expectations 
as certified in the No-Arbitrage Certificates to be executed 
from time to time with respect to the Notes; provided, 
however, that the Board may expend Note proceeds in any 
manner if the Board first obtains an unqualified opinion of 
Bond Counsel that such expenditure will not impair the 
exemption from federal income taxes of interest paid on the 
Notes. The' Board represents that it has not been notified 
of any listing or proposed listing by the Internal Revenue 
Service to the effect that it is an issuer whose arbitrage 
certifications may not be relied upon. The Board further 
covenants with the Holders of all Notes at any time out
standing that no use of the proceeds of any of the Notes or 
any other funds of the Board will be made which will cause 
any of such Notes to be "arbitrage bonds" subject to federal 
income taxation by reason of Section 103(c) of the Internal 
Revenue Code of 1954, as amended. To that end, so long as 
any of the Notes are outstanding, the Board, with respect to 
such proceeds and other funds, shall comply with all re
quirements of said Section 103(c) and of all regulations of 
the United States Department of the Treasury issued thereun
der, to the extent that such regulations are, at the time, 
applicable and in effect. 
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Section 6.07. Supplemental Resolutions. Other than as 
permitted in Section 6.10 with respect to the issuance of 
additional obligations of the Board secured by the Interest 
of the University in the Available University Fund, the 
Board will not adopt any supplemental resolutions, pursuant 
to this Resolution or otherwise, without, to the extent 
required by the Agreement, the consent of the Bank, or which 
would materially adversely affect the ability of the Board 
to make payments on the Notes when due. 

Section 6. 08. Opinion of Bond Counsel. The Board 
shall cause the legal opinion of Bond Counsel as to the 
validity of the Notes and as to the exemption of interest on 
the Notes from federal income taxation to be furnished to 
any Holder without cost. 

Section 6.09. Compliance With Bond Resolution and 
Other Documents. The Board will comply with the terms and 
provisions of the Bond Resolution, and any other resolution 
or contract to which the Board is a party, the 
non-compliance with which would materially adversely affect 
the ability of the Board to make payments on the Notes when 
due. 

Section 6. 10. Reservation of Right to Issue Obliga
tions of Superior Lien, Obligations of Inferior Lien and 
Short Term Obligations. The Board hereby expressly reserves 
the right to hereafter issue obligations payable from and 
secured by a lien on and pledge of the Interest of the 
University in the Available University Fund prior in right 
and claim to the lien on and pledge of the Interest of the 
University in the Available University Fund covering the 
payment of the Notes. Furthermore, the Board expressly 
reserves the right to hereafter issue additional Notes or 
Short Term Obligations when and as the Board shall determine 
and authorize without any limitation as to principal amount 
or otherwise, which additional Notes or Short Term Obliga
tions may be equally and ratably payable from and secured by 
a lien on and pledge of the Interest of the University in 
the Available University Fund of equal rank and dignity with 
the lien and pledge securing the payment of the Notes and 
may or may not be secured by the Agreement. The Board also 
retains the right to issue obligations or other evidences of 
indebtedness or to incur contractual obligations secured by 
a lien on and pledge of the Interest of the University in 
the Available University Fund junior and subordinate to the 
lien and pledge securing the Notes. Notwithstanding any of 
the above to the contrary, the Board covenants that the lien 
created by this Resolution will not be impaired in any 
manner as a result of any action or non-action on the part 
of the Board or officers of the System, and that the Board 
will, subject to the provisions hereof, continuously pre
serve the Fund and each and every part thereof. 
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ARTICLE VII 

EVENTS OF DEFAULT AND REMEDIES OF NOTEHOLDERS 

Section 7. 01. Events of Default. If one or more of 
the following events (an "Event of Default" or "Events of 
Default") shall happen, to-wit: 

(a) if default shall be made in the due and 
punctual payment of any installment of principal of any 
Project Note when and as the same shall become due and 
payable, whether at stated maturity as therein expressed, by 
declaration or otherwise; 

(b) if the Board shall fail to make due and 
punctual payment of any installment of interest on any 
Project Note when and as such interest installment shall 
become due and payable and such failure shall continue for 5 
Business Days; 

(c) if an "Event of Default" under the Agreement 
occurs; 

(d) if default shall be made by the Board in the 
performance or observance of any other of the covenants, 
agreements or conditions on its part in this Resolution or 
in the Project Notes contained, and such default shall 
continue for a period of 60 days after written notice 
thereof to the Board by the Holders of not less than 10% in 
principal amounts of the Project Notes then outstanding; or 

(e) if default shall be made in the due and 
punctual payment of a Note upon tender for payment pursuant 
to the demand payment provisions thereof. 

Section 7.02. Suits at Law or in Equity and Mandamus. 
In case one or more Events of Default shall occur, then and 
in every such case the Holder of any Note at the time 
outstanding shall be entitled to proceed to protect and 
enforce such Holder's rights by such appropriate judicial 
proceeding as such Holder shall deem most effectual to 
protect and enforce any such right, either by suit in equity 
or by action at law, whether for the specific performance of 
any covenant or agreement contained in this Resolution, or 
in aid of the exercise of any power granted in this Resolu
tion, or to enforce any other legal or equitable right 
vested in the Holders by this Resolution or the Notes or by 
law. The provisions of this Resolution shall be a contract 
with each and every Holder and the duties of the Board shall 
be enforceable by any Holder by mandamus or other appropri
ate suit, action or proceeding in any court of competent 
jurisdiction. 
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Section 7.03. Remedies Not Exclusive. No remedy 
herein conferred upon or reserved to the Holders is intended 
to be exclusive of any other remedy, and every such remedy 
shall be cumulative and shall be in addition to every other 
remedy given hereunder or now or hereafter existing, at law 
or in equity or by statute or otherwise, and may be ex
ercised at any time or from time to time, and as often as 
may be necessary, by any Holder. 

ARTICLE VI I I 

MISCELLANEOUS 

Section 8.01. Amendments or Modifications Without 
Consent of Holders. This Resolution and the rights and 
obligations of the Board and of the Holders may be modified 
or amended at any time by a supplemental resolution, without 
notice to or the consent of any Holders, but only to the 
extent permitted by law, and, subject to the rights of the 
Holders, only for any one or more of the following purposes: 

(1) to add to the covenants and agreements of the 
Board in the Resolution contained, other covenants and 
agreements thereafter to be observed, or to surrender 
any right or power herein reserved to or conferred upon 
the Board; or 

(2) to cure any ambiguity, or to cure or correct 
any defective provision contained in the Resolution, 
upon receipt by the Board of an approving opinion of 
Bond Counsel, that the same is needed for such purpose, 
and will more clearly express the intent of the Resolu
tion; 

( 3) to supplement the security for the Notes, 
replace or provide additional credit facilities, or 
change the form of the Notes or make such other changes 
in the provisions hereof as the Board may deem neces
sary or desirable and which shall not materially 
adversely affect the interests of the Noteholders; 

(4) to make any changes or 
by Standard & Poor's, Moody's, or 
to the issuance or maintenance 
changes or amendments do not, in 
Board, materially adversely affect 
Holders; or 

amendments requested 
Fitch as a condition 
of a rating, which 
the judgment of the 
the interests of the 

(5) to make any changes or amendments with 
respect to Commercial Paper Notes if there are no 
Commercial Paper Notes then outstanding or with respect 
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to any mode of the Variable Rate Notes if there are no 
Variable Rate Notes then outstanding in such mode; 

provided, however, except for such changes as may be 
required by Moody 1 s, Standard &: Poor 1 s or Fitch as the 
condition for the granting or maintenance of a rating on the 
Project Notes by any such entity, nothing herein contained 
shall permit or be construed to permit the amendment of the 
terms and conditions of this Resolution or in the Notes so 
as to: 

(1) Make any change in the stated maturity of any 
of the outstanding Project Notes; 

(2) Reduce the rate of interest borne by any of 
the outstanding Project Notes; 

(3) Reduce the amount of the principal payable on 
any of the outstanding Project Notes; 

(4) Modify the terms of payment of principal of 
or interest on the outstanding Project Notes, or impose 
any conditions with respect to such payment; 

(5) Affect the rights of the Holders of less than 
all of the outstanding Project Notes; and 

( 6) Reduce or restrict the pledge made herein 
(Section 2. 12) for payment of the Project Notes. 

and provided, further, that, except as provided in Section 
8.02 hereof, no change, modification or amendment shall be 
made in the Resolution or become valid and effective without 
the approval of such charge, modification or amendment by 
the Attorney General of the State of Texas if, in the 
opinion of Bond Counsel, such approval is required by the 
Constitutional Amendment and the Acts and, to the extent 
required by the Agreement, without the consent of the Bank. 

Section 8.02. Additional Actions. The Chairman of the 
Board, the Executive Secretary of the Board, the Authorized 
Representatives and the other officers of the Board are 
hereby authorized and directed, jointly and severally, to do 
any and all things and to execute and deliver any and all 
documents which they may deem necessary or advisable in 
order to consummate the issuance, sale, and delivery of the 
Notes and otherwise to effectuate the purposes of this 
Resolution, the Agreement, the Remarketing Agreement, the 
Trust Agreement, and the Issuing and Paying Agent Agreement. 
In addition, the Chairman of the Board, General Counsel to 
the System, and Bond Counsel are hereby authorized to 
approve, subsequent to the date of the adoption of this 
Resolution, any amendments to the documents attached hereto 
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as Exhibits A through E, inclusive, and any technical 
amendments to this Resolution as may be required by Moody's, 
Standard & Poor's, or Fitch as a condition to the granting 
of a rating on the Project Notes. 

Section 8. 03. Resolution to Constitute a Contract; 
Equal Security. In consideration of the acceptance of the 
Notes, the issuance of which is authorized hereunder, by 
those who shall hold the same from t;ime to time, this 
Resolution shall be deemed to be and shall constitute a 
contract between the Board and the Holders from time to time 
of the Notes and the pledge made in this Resolution by the 
Board and the covenants and agreements set forth ·in this 
Resolution to be performed by the Board shall be for the 
equal and proportionate benefit, security, and protection of 
all Holders, without preference, priority, or distinction as 
to security or otherwise of any of the Notes authorized 
hereunder over any of the others by reason of time of 
issuance, sale or maturity thereof or otherwise for any 
cause whatsoever, except as expressly provided in or permit
ted by this Resolution or, with respect to the Revolving 
Note, the Agreement. 

Section 8. 04. Severability of Invalid Provisions. If 
any one or more of the covenants, agreements or provisions 
herein contained shall be held contrary to any express pro
visions of law or contrary to the policy of express law, 
though not expressly prohibited, or against public policy, 
or shall for any reason whatsoever be held invalid, then 
such covenants, agreements or provisions shall be null and 
void and shall be deemed separable from the remaining 
covenants, agreements or provisions and shall in no way 
affect the validity of any of the other provisions hereof or 
of the Notes issued hereunder. 

Section 8.05. Payment and Performance on Business 
Days. Except as provided to the contract in the Form of 
Notes or in Article III and IV, whenever under the terms of 
this Resolution or the Notes, the performance date of any 
provision hereof or thereof, including the payment of 
principal of or interest on the Notes, shall occur on a day 
other than a Business Day, then the performance thereof, 
including the payment of principal of and interest on the 
Notes, need not be made on such day but may be performed or 
p-aid, as the case may be, on the next succeeding Business 
Day with the same force and effect as if made on the date of 
performance or payment. < 

Section 8.06. Defeasance. If, when all or any portion 
of the Project Notes shall have become due and payable in 
accordance with their terms or otherwise as provided in this 
Resolution, the entire principal and interest so due and 
payable upon said Project Notes shall be paid, or if at or 
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prior to the date said Project Notes have become due and 
payable, sufficient moneys or direct obligations of, or 
obligations guaranteed by, the United States of America the 
principal of and interest on which will provide sufficient 
moneys for such payment upon maturity, to the date upon 
which the Project Notes have been called for redemption or 
to a mandatory tender date (after taking into account any 
demand payment provisions), shall be held by the Issuing and 
Paying Agent and provision shall also be made for paying all 
other sums payable hereunder by the Board with respect to 
said Project Notes, the rights, title and interest of the 
Holders of the Project Notes in the Interest of the Univer
sity in the Available University Fund shall thereupon cease, 
terminate and become discharged and said Project Notes shall 
no longer be deemed outstanding for purposes of this Resolu
tion and all the provisions of this Resolution, including 
all covenants, agreements, liens and pledges made herein, 
shall be deemed duly discharged, satisfied and released. 

Section 8.07. Limitation of Benefits With Respect to 
the Resolution. With the exception of the rights or bene
fits herein expressly conferred, nothiag expressed or 
contained herein or implied from the provisions of this 
Resolution or the Notes is intended or should be construed 
to confer upon or give to any person other than the Board, 
the Holders, the Issuing and Paying Agent/Registrar and the 
parties to the Remarketing Agreement and the Agreement, any 
legal or equitable right, remedy or claim under or by reason 
of or in respect to this Resolution or any covenant, condi
tion, stipulation, promise, agreement, or provision herein 
contained. This Resolution and all of the covenants, condi
tions, stipulations, promises, agreements, and provisions 
hereof are intended to be and shall be for and inure to the 
sole and exclusive benefit of the Board, the Noteholders, 
the Issuing and Paying Agent/Registrar and the parties to 
the Remarketing Agreement and the Agreement as herein and 
therein provided. 

Section 8.08. Approval of Attorney General. No Notes 
herein authorized to be issued shall be sold or delivered by 
an Authorized Representative until the Attorney General of 
the State of Texas shall have approved this Resolution, the 
Agreement, and other agreements and proceedings as may be 
required in connection therewith, and therefor the Notes to 
be issued in accordance with such proceedings, all as is 
required by the Constitutional Amendment and the Acts. 

Section 8. 09. Approval of Official Statement. The 
form of Official Statement, to be used by the Dealer in the 
offering of the Variable Rate Notes, and the use thereof by 
the Dealer in connection therewith, is hereby approved, with 
such changes as are approved in accordance with the pro
visions of Section 8. 02. 
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PASSED AND ADOPTED, this the 
1985. 

ATTEST: 

Executive Secretary 

(Seal) 

Chairman 
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DAR76/A 

CREDIT AGREEMENT 

This Credit Agreement is effective and dated as of December , 
1985, arnong.the BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM 
(the "Board"), MBANK DALLAS, NATIONAL ASSOCIATION, a national 
banking association ("Bank"), and MBANK AUSTIN, NATIONAL ASSOCIA
TION, Austin, Texas, as Agent for Bank ("Agent"). 

W I T N E S S E T H: 

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

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

WHEREAS, an amendment to Section 18 of Article VII of the 
Texas Constitution, adopted by vote of the people of Texas on 
November 6, 1984 (the "198.4 Constitutional Amendment") authorizes 
the Board to issue bonds and notes not to exceed a total amount of 
twenty percent (20%) of the cost value of investments and other. 
assets (exclusive of real estate) of the Permanent University Fund 
(hereil)after defined) at the· time of issuance thereof, and to 
pledge all or any part of its two-thirds (2/3) interest in the 
"Available University Fund" (hereinafter defined) to secure the 
payment of the principal and interest of those bonds and notes, -
for the purpose of acquiring land either with or without permanent 
improvements, constructing and equipping buildings or other perma
nent improvements, major repair and rehabilitation of buildings 
and other permanent improvements, acquiring capital equipment and 
library books and library materials, and refunding bonds or notes 
issued under the 1984 Constitutional Amendment or prior law, at or 
for System administration and certain component institutions of 
the System; and 

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

WHEREAS, pursuant to its Resolution, adopted December 5, 1985 
(the "Resolution"), the Board has authorized the issuance of obli
gations in an aggregate principal amount not to exceed One Hundred 
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Nine Million Dollars ($109,000,000) to provide interim financing 
to pay Project Costs for Eligible Projects (as such terms are 
hereinafter defined); and has authorized such obligations to be 
evidenced ~ Notes, and to refinance, renew, or refund Notes 
(hereinafter defined), including interest thereon including Commer
cial Paper Notes, Variable Rate Notes, and a Promissory Note (as 
such terms are defined in the Resolution) in an aggregate principal 
amount not to exceed One Hundred Nine Million Dollars ($109,000.00) 
at any one time outstanding; and 

WHEREAS, Bank has agreed to make certain loans to the Board 
in amounts up to, but not exceeding, One Hundred Nine Million 
Dollars ($109,000,000) in aggregate principal amount outstanding 
at any time, such loans to be made to enable the Board to refund 
Project Notes (hereinafter defined), including interest thereon 
all pursuant to this Agreement. 

NOW THEREFORE, the parties hereto agree as follows: 

ARTICLE I 

DEFINITIONS 

Section 1.01. Definitions. The terms defined below have the 
following meanings when used herein unless the context shall 
indicate a contrary meaning: 

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

"Advance" or "Advances" shall mean the disbursement or dis
bursements of funds advanced by Bank to the Board under the Promis
sory Note. 

"Agent" shall mean MBank Austin, National Association, a 
national banking association with its offices in Austin, Texas, in 
its capacity as agent for the Bank hereunder, and any successor 
agent appointed in accordance with this Agreement. 

"Agreement" shall mean this Credit Agreement, as from time to 
time amended or supplemented. 

"Authorized Representative" shall mean one or more of the 
following officers or employees of the System, to-wit: The Execu-

.tive Vice Chancellor for Asset Management, the Vice Chancellor and 
General Counsel, the Director Asset Strategy and Planning, the 
Manager of Debt Administration, and the Manager Endowment Real 
Estate or such other officer or employee of the System authorized 
by the System to act as an Authorized Representative. 
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"Available Bank Loan Commitment" shall mean, with respect to 
Bank and at any date, the Bank Loan Commitment less the aggregate 
principal aJ1lOUnt of Advances made by Bank to the Board. 

"Available University Fund" shall mean, as provided in Arti
cle VII, Section 18 of the Texas Constitution, all of the divi
dends, interest, and other income from the Permanent University 
Fund (less administrative expenses), including the net income 
attributable to the surface of Permanent University Fund land. 

"Bank" shall mean MBank Dallas, National Association, Dallas, 
Texas, a national banking association. 

"Bank Loan Commitment" shall mean One Hundred Nine Million 
Dollars ($109,000,000), being the maximum principal amount for 
which Bank is committed to make Advances, as such amount may be 
reduced pursuant to subsection 2. 07 hereof. 

"Basic Interest Rate" shall mean a rate of interest per annum 
equal to ninety percent ( 90%) of the Index Rate. 

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

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

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

"Code" shall mean the Internal Revenue Code of 1954, as 
amended, and when reference is made to a particular section thereof, 
the applicable Treasury Regulations from time to time promulgated 
or proposed thereunder. 

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

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

"Constitutional Amendment Bond Resolution" shall mean any 
resolution authorizing the issuance of the Constitutional Amend
ment Bonds. 

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

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

"Default" or "Event of Default" shall mean any of the events 
described in Section 7. 01 hereof. 

"Dollar-Day" shall mean, for each day during any annual 
period (365 or 366 days, as the case may be) ending on any Octo
ber 1 during the term of this Agreement, the quotient of (i) the 
sum of the aggregate principal amount of all Advances outstanding 
hereunder at 5:00 P.M. (local time in Austin, Texas) on such day, 
divided by (ii) the amount of the Bank Loan Commitment at such 
time on each such day. 

"Eligible Project" shall mean 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 improve
ments, the acquisition of capital equipment and library books and 
library materials, and refunding bonds or notes issued under the 
Constitutional Amendment or prior law (law in effect prior ·to 
November 6, 1984). The term "Eligible Project" shall not include 
the construction, equipping, repairing or rehabilitating of build
ings or other permanent improvements that are to be used for 
student housing, intercollegiate athletics, or auxiliary enter- -
prises. 

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

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

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

"Index Rate" shall mean a rate of interest per annum equal, 
calculated on the basis of a year of 365 or 366 days, as the case 

1 may be, to the interest rate applicable to 13-week United States 
Treasury bills on the basis of the average per annum rate at which 
such bills shall have been ·sold at a discount rate at the most 
recent Treasury auction prior to the date of determination of such 
Index Rate, such Index Rate being determined as of the date of the 
initial Advance, and thereafter such Index Rate being determined 
as of and adjusted on the first day of each January, April, July, 
and October during the term of this Agreement. 

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

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

"Maturity Date" shall mean the date seven years after the 
Term Loan Conversion Date, as such Term Loan Conversion Date may 
have been extended pursuant to Section 2.13 hereof. 

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

11 1984 Constitutional Amendment" shall mean the amendment to 
Section 18 of Article VI I of the Constitution of the State of 
Texas approved by voters November 6, 1984. 

"1985 Constitutional Amendment B'ond Resolution" shall mean 
the resolution adopted by the Board on October 24, 1985, autho
rizing the issuance of the Series 1985 J?onds. 

"Notice of Advance" shall mean a written borrowing request in 
substantially the form of Exhibit "B" attached hereto, with appro
priate completions, executed by an Authorized Representative, 
which requests an Advance. 
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"Note" or "Notes" shall mean the evidences of indebtedness 
authorized to be issued and at any time outstanding pursuant to 
the Resolution and shall include Commercial Paper Notes, Variable 
Rate Notes, or the Promissory Note, as appropriate. 

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

"Permanent University Fund", "Permanent Fund", and "Fund" 
used interchangeably herein shall mean the Permanent University 
Fund as _created, established, implemented, and adminstered pur
suant to Article VII, Sections 10, 11, 11a, 15 and 18 of the Texas 
Constitution, as currently or hereafter amended, and further 
implemented by the provisions of Chapter 66, Texas Education Code. 

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

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

"Principal Debt" shall mean, . at any time, the outstanding 
principal amount of all Advances under the Promissory Note. 

The term "Principal and Interest Requirements" means, with 
respect to any Fiscal Year, the amounts of principal of and inter
est on Fund Priority Obligations, Notes, and Short Term Obliga
tions scheduled to be paid in such Fiscal Year from the Interest 
of The University in the Available University Fund. For purposes 
hereof, amortization of principal (a) with respect to Short Term 
Obligation shall be based on average annual amortization over the 
term of the obligation in question and (b) with respect to the 
Notes, shall be based upon the amortization required under the 
Promissory Note and Section 2.03 of this Agreement, assuming for 
purposes of such calculation that the Term Loan Conversion Date is 
the date at which Principal and Interest Requirements are being 
computed. If the rate or rates of interest to be borne by any 
Fund Priority Obligations, Notes or Short Term Obligations is not 
fixed, but is variable or adjustable by any formula, agreement, or 
otherwise, and therefore cannot be calculated as actually being 
scheduled to be paid in a particular amount for any particular 
period, then for the purposes of the previous sentence such Fund 
Priority Obligations, Notes or Short Term Obligations shall be 
deemed to bear interest at all times to maturity or due date at 
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the annual rate equal to (A} with respect to Short Term Obligations 
and Fund Priority Obligations, the lesser of (i} the maximum rate 
then permitted by law, or (ii) the maximum rate specified therein 
to be borne by such Fund Priority Obligations or Short Term Obliga
tions during the next Fiscal Year and (B) with respect to the 
Notes, the lesser of (i) the maximum rate then permitted by law, 
or ( ii) the Term Interest Rate. 

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

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

"Promissory Note" shall mean the refunding promissory bond 
issued pursuant to the provisions of the Resolution and this 
Agreement in evidence of Advances made by the Bank under this 
Agreement to refund a Project Note or Project Notes, such refund
ing promissory bond to be in substantially the form of Exhibit "A" 
attached hereto, with appropriate completions, and any and all 
renewals, extensions or modifications thereof. The Promissory -
Note is the "Revolving Note" referred to in the 1985 Consti tu
tional Amendment Bond Resolution. 

"Resolution" shall mean the Resolution of the Board, adopted 
on December 5, 1985, relating to the issuance of the Project Notes 
and the Promissory Note. 

"Revolving Credit Period" shall mean the period from the 
Closing Date (as defined in Section 3.01) to but not including the 
Term Loan Conversion Date. 

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

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

-7-



DAR76/A 

"Special System Account" shall mean The State Treasu-rer
University of Texas Special System Account established by the 
Treasurer o£ the State of Texas pursuant to the Resolution. 

"Stepped-Up Interest Rate" shall mean a rate of interest per 
annum equal to one hundred thirty percent ( 130%) of the Index 
Rate. 

"Term Loan" shall mean the Principal Debt evidenced by the 
Promissory Note from, after, and including the Term Loan Conver
sion Date. 

"Term Loan Conversion Date" shall mean the third anniversary 
of the Closing Date (as defined in Section 3.01) or such later 
date, if any, as may be agreed to pursuant to Section 2 .13 (a) 
hereof. 

"Term Interest Rate" shall mean a rate of interest per annum 
equal to one hundred thirty-five percent ( 135%) of the Index Rate. 

"Variable Rate Note" shall mean a Note issued pursuant to the 
provisions of the Resolution, having the terms and characteristics 
specified in Section 2.04 and Articles III and IV thereof and in 
substantially the form described in Section 2. 07 (b) thereof the 
interest rate on which is adjusted from time to time in accordance 
with Article I I I thereof. 

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

Section 1. 03. Accounting Terms. All accounting terms used 
herein shall be interpreted, all accounting determinations here
under shall be made, and all financial statements required to be 
delivered hereunder shall be prepared in accordance with Section 
61.065 of the Texas Education Code. 

ARTICLE II 

REVOLVING CREDIT 

Section 2.01. Commitment to Lend. Bank agrees that it will, 
during the Revolving Credit Period, and on the terms and condi
tions set forth in this Agreement, lend to the Board from time to 
time ainounts up to, but not to exceed, an aggregate principal 
amount at any one time outstanding equal to the Bank Loan Commit
ment. Each Advance hereunder shall be made in such amount as may 
be requested by an Authorized Representative to refund amounts due 
or to come due under one or more Project Notes, including any 
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amounts payable as a result of the exercise of any demand prov1s1on 
contained in the Project Notes. Within the foregoing limits, the 
Board may ~orr ow under this Section 2 • 01, prepay under Section 
2. 08 and reborrow under this Section 2. 01 at any time and from 
time to time during the Revolving Credit Period. 

Section 2.02. Method of Borrowing. 

(a) Each Advance shall be made to the Board (or as 
directed_ by it) pursuant to its borrowing request made to the 
Agent as prescribed in this Section 2.02, which request shall be 
so made not later t~an 2:15 p.m. (local time in New York, New 
York) on the date of the proposed Advance, which date shall be a 
Business Day. A request for an Advance shall be made to the Agent 
by deli very or telecopy of a completed and signed Notice of Advance. 

(b) Each telephone, telex, telecopy, computer or other 
electronic message requesting an Advance shall specify therein: 
(i) the requested time and date of such Advance (which may be the 
date of such request if the request for such Advance, howsoever 
made, is given by an Authorized Representative to the Agent no 
later than 2:15 p.m., local time in New York, New York on such 
date, and which otherwise may be any date not later than five (5) 
days after such request) , and ( i i) the amount of such Advance. 
Each Notice of Advance shall provide the foregoing information and 
shall further affirm certain other matters as set forth in the 
form of Notice of Advance. Upon receipt of the initial request 
for each Advance, the Agent -shall promptly notify Bank of the 
contents thereof. 

(c) Upon receipt by the Agent of the Notice of Advance, 
the Board's request for an Advance as therein set out shall not be 
revocable by the Board. At or prior to 3:30 p.m. (local time in 
New York, New York) on the date for which the Advance is requested, 
Bank shall make available, in Federal or other immediately avail
able funds, to the Paying Agent the funds necessary for such 
Advance, and subject to satisfaction of the applicable conditions 
set forth in Section 3.02 hereof, for the account of the holders 
of Project Notes, as directed by the Board in its Notice of Advance. 

Section 2.03. Promissory Note. The obligation of the Board 
to repay to Bank the principal of, and all other amounts payable 
in respect of, the Advances shall be evidenced by a single Promis
sory Note, payable to the order of Bank, and due and payable as 
follows: 

(a) as to the principal thereof, no principal shall be 
due until after the Term Loan Conversion Date, when the 
Principal Debt outstanding on the Term Loan Conversion Date 
shall be and become due and payable in twenty-eight (28) 
successive quarterly installments, each to be in an amount 
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equal to one-twenty-eighth ( 1/28th) of the Principal Debt, 
such installments commencing on the first day of January 
immediately following the Term Loan Conversion Date, and 
continuing thereafter on the first day of each April, July, 
October, and January thereafter, through and including the 
Maturity Date; and 

(b) as to the 'accrued interest thereon, quarterly on 
the first day of each January, April, July, and October 
during the term of the Promissory Note, including without 
limitation the Term Loan Conversion Date and the Maturity 
Date; such installments of interest shall be payable in 
addition to the installment payments of principal due as set 
forth in the Promissory Note; and 

(c) Bank is authorized to make a notation on the Promis
sory Note as to the date and amount of each Advance and each 
payment of principal, or interest, with respect thereto. 

Section 2.04. Interest and Payments In Respect of Promissory 
Note. Interest shall be calculated and paid on the Promissory 
Note, and payments on the Promissory Note shall be made in accor
dance with the following provisions: 

(a) The Principal Debt shall bear interest, for each 
day elapsed from and including the date such principal amount 
is advanced until, but not including, the date paid or prepaid 
at a rate of interest that is the lesser of (i) the Maximum 
Interest Rate; or (ii) either: (A) the Basic Interest Rate, 
for each such day for which interest is not calculated under 
clause (B) immediately following; or (B) the Stepped-Up 
Interest Rate for each such day when the sum of all Dollar- -
Days in the then current annual period exceeds 90; or (c) the 
Term Rate at all times from, after, and including the Term 
Loari Conversion Date. 

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

( i) if the rate or amount of interest applicable 
to an outstanding Advance evidenced by the Promissory 
Note, when calculated or determined under the foregoing 
provisions, at any time would exceed the Maximum Inter
est Rate or would produce an amount which would be 
greater than the amount of interest determined at such 
rate, then the applicable rate and amount of interest 
payable in regard to the Promissory Note shall be reduced 
to the Maximum Interest Rate and the amount determined 
at a rate per annum equal to the Maximum Interest Rate; 
and 
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(ii) in the event that the amount of interest 
accrued in respect of any Advance is, as a result of the 
above limitations, less than the amount of interest 
which would have otherwise accrued at a rate determined 
s6lely under clause 2.04(a)(ii)(A) or (B) above in this 
Section, then the Promissory Note will continue to bear 
interest at the Maximum . Interest Rate until such date 
(or the Maturity Date, if earlier) as the cumulative 
amount of interest accrued on the Promissory Note equals 
the cumulative amount of interest which would otherwise 
have accrued in accordance clause 2.04(a)(ii)(A) and (B) 
of this Section ("Interest Recapture"), at which date 
the rate of interest on the Promissory Not~ shall revert 
to the rates otherwise provided for in this Section; and 
to the. extent and for such periods as is necessary for 
the Bank to obtain Interest Recapture as to Advances 
previously made ~nd repaid (or until the Maturity Date, 
if earlier), each subsequent Advance made prior to 
Interest Recapture in respect of a previous Advance 
shall itself bear interest at the Maximum Interest Rate 
until Interest Recapture in respect of such prior 
Advances shall occur (unless the Maturity Date shall 
occur prior thereto); and 

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

(c) Beginning five ( 5) days after the date any amount 
of principal or interest is due under the Promissory Note, 
any overdue principal of and, to the extent permitted by law, 
overdue interest on, any Advance shall bear interest, payable 
on demand, for each day the same is overdue until paid, at a 
rate per annum equal to the lesser of (i) the sum of 1% per 
annum plus the otherwise applicable rate for such day, or 
( ii) the Maximum Interest Rate. 

(d) The entire outstanding principal amount of the 
Promissory Note shall be due and payable on the Maturity 
Date. 

(e) Computation of the commitment fee, which is pro
vided for in Section 2. OS hereof, and of interest on the 
Promissory Note shall be made on the basis of a year of 365 
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or 366 days, as the case may be, applied to and payable for 
the actual number of days elapsed; provided, however, that 
any calculation so made that would cause the interest paid, 
payable or accruing on the indebtedness of the Board under 
this Agreement and the Promissory Note to exceed the Maximum 
Interest Rate shall be adjusted so to reduce the interest 
paid, payable and accruing hereunder to such Maximum Interest 
Rate, as more fully set out in this Agreement. 

(f) Notwithstanding anything contained herein to the 
contrary, the Basic Interest Rate may be changed at any time 
upon the mutual written agreement of the Board and the Bank. 
If any such change in the Basic Interest Rate is so agreed 
to, this Agreement and the Promissory Note shall remain out
standing and continue in full force and effect, without 
modification other than as to the change in the Basic Inter
est Rate, and all Advances will continue to be made under the 
Promissory Note in accordance with this Agreement, modified 
only to reflect the agreement of the parties with respect to 
the changed Basic Interest Rate. 

Section 2. 05. Commitment Fees. The Board shall pay to the 
Agent, for the account of the Bank, a commitment fee calculated 
(in the manner set out in Section 2.04(e) above) at the rate of 
1/5 of 1% per annum on the Available Bank Loan Commitment for each 
day during the Revolving Credit Period. Such commitment fee shall 
accrue from and including the Closing Date to (but excluding) the 
Term Loan Conversion Date and, subject to Section 2. 07 hereof, 
shall be payable (i) on the first day of each January, April, 
July, and October during the term hereof and (ii) on the Term Loan 
Conversion Date. No commitment fee shall be payable or accrue in 
respect of Advances advanced and outstanding under the Bank Loan 
Commitment. 

Section 2. 06. Agent's Fees. The Board shall pay to the 
Agent a closing fee, payable at Closing, in the amount of $50,000, 
and a maintenance fee of $2,500 each quarter-annual period or 
portion thereof during the term of this Agreement. Such mainte
nance fee shall accrue from and including the Closing Date to (but 
excluding) the Maturity Date and shall be payable (i) quarterly on 
the first day of each January, April, July, and October during the 
term hereof, (ii) on the Term Loan Conversion Date, and (iii) on 
the Maturity Date. 

Section 2.07. Termination or Reduction of Commitment. The 
Board may, upon at least three Business Days' notice to the Agent, 
terminate entirely at any time or reduce from time to time by an 
aggregate amount of $1, 000, 000 or any integral multiple thereof, 
the Bank Loan Commitment at the time; provided that the Board may 
not reduce the Bank Loan Commitment if such proposed reduction 
would cause the then Available Bank Loan Commitment to be less 
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than the amount of Available Bank Loan Commitment required to be 
maintained by the Board under the second paragraph of Section 4.01 
of the Resolution. 

Section 2. 08. Optional Prepayments. The Board may prepay, 
without penalty or premium, the principal outstanding under the 
Promissory Note in whole at any time, or from time to time in part 
in amounts aggregating $1,000,000 or any integral multiple thereof, 
by giving notice to the Agen~ by 11:00 A.M. (local time in Austin, 
Texas) on the date on which such prepayment is to be made and by 
paying the principal amount thereof to be prepaid together with 
accrued interest thereon to (but not including) the date of pre
payment. Upon receipt of a notice of prepayment pursuant to this 
Section, the Agent shall promptly notify Bank of the contents 
thereof, and after such notice has been given by the Agent to Bank 
such notice shall not thereafter be revocable by the Board. 

Section 2.09. General Provisions as to Payment. The follow
ing general provisions shall apply to all payments under the 
Promissory Note: 

(a) The Board shall make each payment of principal and 
interest on the Promissory Note not later than 11:00 A.M. 
(local time in Austin, Texas), on the day when due, in Federal 
or other funds immediately available at the office of the 
Agent in Austin, Texas. The Agent will promptly distribute 
to Bank such payment received by the Agent for the account of 
Bank. Upon receipt by the Agent of such funds for payment 
hereunder, the Board shall for all purposes hereof have paid 
such amount. Payments of the Agent's fees payable by the 
Board to the Agent shall be made in like manner. 

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

Section 2.10. Changes in Rate of Interest. The following 
provisions shall apply to all changes in the interest rate on the 
Promissory Note : 

(a) Any change in the interest rate on the Promissory 
Note resulting from a change in the Index Rate shall become 
effective as of the opening of business on the day on which 
such change in the Index Rate shall become effective. 
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(b) The Agent shall promptly notify the Board of the 
effective date and the amount of each change in the Index 
Rate and of the new Index Rate as of such date, and the new 
Basic ·Interest Rate, Stepped-Up Interest Rate, and Term 
Interest Rate calculated upon the basis of such new Index 
Rate; provided that any failure by the Agent to notify the 
Board of a change in Index Rate, Basic Interest Rate, Stepped
Up Interest Rate, or Term Interest Rate shall not affect or 
defer the effectiveness of such change in the rate of inter
est _accruing on the Promissory Note. 

(c) The Agent shall, at least ten ( 10) Business Days 
prior to the date of any scheduled payment of principal, 
interest or fees in respect of the Promissory Note, give the 
Board written notice of the amount so to be paid, subject to 
adjustments to reflect intervening changes in the rate of 
interest applicable to such Promissory Note or in the amount 
of the Principal Debt outstanding or of the Available Bank 
Loan Commitment. 

Section 2.11. Security For Promissory Note. The Promissory 
Note is the special obligation of the Board, payable solely from 
and secured "by the funds pledged therefor pursuant to the Resolu
tion, including specifically Section 2.12 thereof, and this Agree
ment, as authorized thereby. To provide ratable security for the 
payment of the principal of and interest on the Project Notes and 
the Promissory Note, as the same shall become due and payable, the 
Board has pledged, pursuant to the Resolution, and as to the 
Promissory Note does hereby grant to Bank a lien on and pledge of, 
subject only to the provisions of the Resolution permitting the 
application thereof for the purposes and on the terms and condi
tions set forth therein and to the provisions of Section 6.03 
hereof (allowing issuance of certain debt), all of the following: 
(i) the proceeds from (a) the sale of Fund Priority Obligations or 
Short Term Obligations or other obligations of the Board under the 
Constitutional Amendment issued for such purpose, and (b) the sale 
of Project Notes issued pursuant to the Resolution for such purpose, 
( ii) the amounts held in the Series A Note Payment Fund and the 
Special System Account, provided, however, amounts in the Series A 
Note Payment Fund attributable to and derived from Advances under 
and pursuant to this Agreement are pledged to, and shall be used 
to pay, the principal of, premium, if any, and interest on the 
Project Notes, and (iii) the Interest of the University in the 
Available University Fund (all the items of property referred to 
in the immediately preceding clauses (i), (ii) and (iii), and all 
proceeds thereof, being hereinafter collectively referred to as 
the "Collateral"). Notwithstanding anything contained herein to 
the contrary, the security interest in and pledge of the Interest 
of the University in the Available University Fund is subordinate 
and inferior to the pledge thereof ("Fund Priority Lien")_ securing 
the payment of Fund Priority Obligations, and the principal of, 
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and premium (if any) and interest on the Project Notes and Promis
sory Note shall be and the same are hereby equally and ratably 
secured sol~ly by and payable from an security interest in, lien 
on, and pledge of the sources hereinabove identified in clauses 
( i), ( ii) and (iii), subject and subordinate only to the Fund 
Priority Lien. The Promissory Note shall further be entitled to 
the benefits of Article VI hereof. · 

Section 2.12. Application of Prior Covenants-Available Reve
nues. I~ accordance with the provisions of the 1985 Constitutional 
Amendment Bond Resolution, the Notes represent obligations which 
are subordinate to the Fund Priority Obligations. As described in 
Section 9 of the 1985 Constitutional Amendment Bond Resolution, 
there heretofore has been established in the Treasury of the State 
of Texas a fund known as "Board of Regents of The University of 
Texas System Permanent University Fund Bonds Interest and Sinking 
Fund" (hereinafter called the "Interest and Sinking Fund"). The 
Fund Priority Obligations are payable from moneys required to be 
transferred ·to the Interest and Sinking Fund. After provision has 
been made for the payment of the principal of and interest on the 
Fund Priority Obligations, based upon the projection of monies to. 
be deposited into the Interest and Sinking Fund from the Available 
University Fund which demonstrates that the deposits to the 
Series A Note Payment Fund will not impair the obligation of the 
Board to pay the principal of and premium on the Fund Priority 
Obligations as the same mature and come due, the balance of the 
Interest of the University in the Available University Fund shall 
be made available to the Board to deposit into the Series A Note 
Payment Fund such amounts as· necessary to pay the interest on 
and/or the principal of the Promissory Note to the extent not paid 
from the proceeds of Project Notes, Short Term Obligations, or -
Fund Priority Obligations, or other obligations of the Board 
issued pursuant to the Constitutional Amendment. After provision 
has been·made for the payment of the interest and any premium on 
andjor principal of the Promissory Note, the balance of the Interest 
of the University in the Available University Fund each year shall 
be made available to the Board in the manner provided by law and 
by regulations of the Board as it may lawfully direct. 

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

Section 2.13. Extension or Modification of Agreement. This 
Agreement may be extended or modified in accordance with the 
following conditions and provisions: 
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(a) At any time not less than 60 days prior to Decem
ber , 1986, and each December thereafter during the term 
of this Agreement, the Board may, by written notice to the 
Agent, ·request that the Term Loan Conversion Date be extended 
by one more whole year after the then-existing Term Loan 
Conversion Date. Upon receipt of such notice, the Agent 
shall promptly send a copy thereof to Bank, noting thereon 
the date it was received by the Agent. Bank may, in its sole 
and absolute discretion, decide to accept or reject any such 
proposed extension. Bank will use its best efforts to notify 
the-Agent of its decision within 30 days of receipt of such 
request by the Agent (and the Agent shall promptly notify the 
Board of each such decision of which it is notified), it 
being understood and agreed that the failure of Bank to 
notify the Agent of any decision within such 30-day period 
shall be deemed to be a rejection and that Bank shall incur 
no liability or responsibility whatsoever by reason of its 
failure to notify the Agent of the Bank's decision within 
such 30-day period. 

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

Section 2 .14. Notice of Paying Agent. The Resolution 
appoints Morgan Guaranty Trust Company of New York as the initial 
Paying Agent. The Board will give notice to the Agent of the 
appointment of any substitute Paying Agent, which notice shall 
specify the name and address of the Paying Agent. 

Section 2.15. Failure of Bank to Advance. The failure of 
Bank to make any requested Advances under the Promissory Note 
shall not release Bank from its agreement to make such Advances, 
nor shall receipt and acceptance by the Board of any Advance or 
portion thereof from Bank be a release, discharge or waiver of any 
claim, demand or cause of action of, or for the benefit of, the 
Board arising out of or in connection with any such failure to 
advance funds . 

Section 2 . 16. Compliance With Law. Notwithstanding any term 
or provision of this Agreement or of the Promissory Note, the 
maximum amount of interest which may be payable by, charged to, or 
collected from the Board, or any other person either primarily or 
conditionally liable for the payment of the Promissory Note, shall 
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be limited to, and shall in no event or under any circumstances 
exceed, the maximum amount of interest which could be lawfully 
charged under applicable law (including, to the extent applicable, 
the provisiOns of Article 717k-2, Vernon's Texas Civil Statutes, 
as in effect at the time and the provisions of any applicable 
amendment thereto or other successor or superseding provision of 
law) so that, notwithstanding any term or provision of this Agree
ment or the Promissory Note the aggregate of the interest on any 
Advance, including all fees and other amounts which constitute 
interest under applicable state law (and any applicable Federal 
statutes) shall never exceed the maximum amount of interest which 
under said laws, could be lawfully charged on or in respect of 
such Advance. Accordingly, the Board, the Bank and the Agent 
stipulate and agree that this Agreement and the Promissory Note 
shall not be construed to create a contract to pay interest for 
the use, forbearance or detention of money at a rate in excess of 
the Maximum Interest Rate or maximum amount permitted to be charged 
under applicable state law (and any applicable Federal statutes), 
and the Board shall never be liable for interest in excess of the 
maximum amount or Maximum Interest Rate that could be lawfully 
charged under such laws. 

Specifically and without limiting the generality of the 
foregoing, it is further agreed among the Board, the Bank and the 
Agent that the maximum amount of interest contracted for and 
payable on or under the Promissory Note, now or hereafter shall be 
calculated in order that strict compliance may be had with the 
applicable state laws (and any·applicable Federal statutes), and 
such parties agree that: 

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

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

(c) The provisions of this Section 2.16 shall control 
over any other provisions of this Agreement, the Promissory 
Note, any other instrument or writing evidencing, respecting 
or affecting any Advance, and Bank further agrees that any 
limitations or restrictions imposed on it, or on payments 
which it may receive, by reason of this Section 2.16 shall 
apply and be recognized in all circumstances and to all 
payments, regardless of the source or payor thereof. 

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

(e) All maintenance fees prescribed in Section 2. 06 
hereof shall constitute exclusively consideration for the 
Agent's administration and maintenance of this Agreement as 
provided herein and shall not constitute or be treat~d as 
compensation for the use of, forbearance, or detention of 
money actually loaned and advanced hereunder. 

Section 2. 17. Events of Taxability. 

(a) The interest rate specified in subsection 2. 04( a) 
hereof is based upon the intention and understanding of the parties 
that the interest paid by the Board on the Promissory Note will be 
excludable from the gross income of the recipient thereof for 
Federal income tax purposes under Section 103(a) (1) of the Internal 
Revenue Code of 1954, as amended (the "Code"). At any time, 
whether or not any Advances are outstanding, any Holder may, by 
written notice to an Authorized Representative, request the Board 
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to supply the unqualified opinion of its Bond Counsel, which 
counsel shall be reasonably satisfactory to such Holder, addressed 
to such Holder, to the effect that (except as to matters governed 
by subsection 2.17(d) hereof) payments of interest on the Promis
sory Note received by such Holder are excludable from such Holder's 
gross income for Federal income tax purposes. If ( i) the Board 
does not supply such opinion by .t:Pe expiration of 30 days after 
receipt of such request., or ( ii) such Holder shall have received 
written notice from the Co~issioner or any District Director of 
Internal Revenue that interest on the Promissory Note is includable 
in its gross income, or the Internal Revenue Service shall assert 
a proposed adjustment or deficiency of such Holder's federal 
income tax based upon the inclusion therein of interest on the 
Promissory Note (to the extent held by such Holder), then, in 
either of such events, the Board shall pay to such Holder (at an 
account of such Holder at a national bank in Austin, Texas or New 
York, New York) in Federal or other immediately available funds 
the amounts determined under the following clauses (A) and (B) 
("Additional Payments"), the amounts so to be paid being limited 
however by the Maximum Interest Rate and Section 2.16 hereof, as 
such apply: 

(A) an amount equal to the excess of: 

(1) the amount of interest which would have been pay
able on each Advance of such Holder if such Advance had borne 
interest from the date thereof at an interest rate per annum 
equal to the Stepped-Up Interest Rate, as in effect from time 
to time, over 

(2) the amount of interest actually paid or accrued 
hereunder on such Advance; plus 

(B) an amount equal to the sum of: 

(1) the amount of any interest and of any penalties, 
additions to tax and additional amounts payable under Chapter 
68 of the Code or any successor provisions thereto (such 
penal ties, additions to tax and additional amounts being 
referred to as "Additions to Tax") which are deductible for 
federal income tax purposes and which are payable to the 
United States as a consequence of the failure to include the 
interest referred to in Clause (A) (2) above in the federal 
gross income of such Holder; and 

(2) an amount which, after giving effect to all taxes 
attributable to the inclusion of such amount in the gross 
income of such Holder under the laws of any Federal, state or 
local governmental or other taxing authority (such taxes to 
be calculated at the maximum statutory rate applicable to 
such Holder, after taking into account deductions attribut-
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able to imposition of federal, state and local taxes), shall 
be equal to the amount of any interest or Additions to Tax 
which are not deductible for federal income tax purposes and 
which p.re payable to the United States as a consequence of 
the failure to include the interest referred to in Clause 
(A) (2) above in the federal gross income of such Holder; 

provided that (X) if the rate or amount of interest determined 
pursuant to clause (A)(1) above on any Advance exceeds at any time 
the Maximum Interest Rate or the amount which would have accrued 
at the M~ximum Interest Rate, then the rate and amount of interest 
applicable under Clause (A) (1) above shall be reduced to the 
Maximum Interest Rate and to the amount determined at the Maximum 
Interest Rate and (Y) if the rate or amount of interest under 
Clause (A)(1) is reduced pursuant to clause (X) above and the rate 
and amount of interest at any time thereafter, if determined 
solely under Clause (A)(1) above, would be less than the Maximum 
Interest Rate and the amount accruing at such rate, then the rate 
of interest applicable under Clause (A) ( 1) above shall be the 
Maximum Interest Rate for such time or until such date (or the 
Maturity Date, if earlier) as the cumulative amount of interest so 
accrued for purposes of Clause (A)(1) on such Advance evidenced by 
the Promissory Note equals the cumulative amount of interest which 
would otherwise have accrued in accordance with Clause (A)(1) at 
which date the rate_ of interest for purposes of Clause (A) ( 1) 
shall revert to the rates otherwise provided for in this Section; 
and provided further that at no time shall the aggregate amount by 
which the amount of interest determined has been increased pursuant 
to this clause (Y) exceed the aggregate amount by which the amount 
of interest determined has theretofore been reduced pursuant to 
clause (X) hereof. 

(b) Additional Payments to be made pursuant to this 
Section 2.17 in respect of periods prior to and including the 
interest payment date immediately preceding the date of a written 
demand therefor shall be paid by the Board promptly on demand by 
any Holder, which demand or series of demands, as the case may be, 
may be made at any time subsequent to the end of the 30-day period 
referred to in clause ( i) of the first paragraph of subsection 
2.17(a), if the required opinion is-not rendered, or subsequent to 
the receipt of any notice referred to in clauses (ii) and (iii) of 
such paragraph. Payments to be made in respect of periods subse
quent to such interest payment date shall be payable on each date 
thereafter on which interest on the Promissory Note is due and 
payable. 

(c) If any such Additional Payments are made by the 
Board pursuant to a demand asserting that interest on the Promis
sory Note is not exempt from federal income tax of such Holder, 
but it is later determined by a final and non-appealable adminis
trative or judicial decision that such interest is in fact exempt 
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from such taxation, each Holder shall promptly refund to the Board 
all such Additional Payments made by the Board to such Holder and 
all interes~ repaid to such Holder by the Internal Revenue Service 
as soon as the issue of the includability of payments of interest 
on the Promissory Note is so finally determined, and such Holder 
shall also pay to the Board inte~est at the interbank federal 
funds rate charged from time to time by Bank on the amounts if any 
paid by the Board pursuant ~o Clauses (A) and (B) of subsection 
2.17(a) (net of any amounts paid by Bank to the Internal Revenue 
Service), as limited by any applicable Maximum Interest Rate. 
This Section will not be construed to require such Holder to 
initiate at its own expense a claim or proceeding to obtain a 
refund of taxes paid, but the Holder and.the Board shall cooperate 
with each other in any claim or proceeding to determine tax lia
bility or to recover taxes paid in error in respect of interest on 
the Promissory Note and the reasonable cost and expenses incident 
to such determination, claim or proceeding shall be solely payable 
by the Board, and in the event the Board provides to the Holder an 
opinion of Bond Counsel that reasonable grounds exist to contest a 
determination of taxability or a notice of inclusion of interest 
income in gross income, or adjustment or deficiency based thereon, 
the Holder will, if in good faith it concurs in such opinion, 
contest or pursue administrative redetermination thereof, at the 
expense and with the approval of the Board as above provided. 

(d) In the event that, as a result of a change in the 
Code after the date of this Agreement, (i) all or any part of any 
payment of interest on the Promissory Note, any interest paid or 
accrued by any Holder (by reason of such Holder holding the Promis
sory Note or receiving interest on the Promissory Note), or any 
other amount in respect of or related to holding the Promissory 
Note or receiving interest on the Promissory Note, as a whole or 
in part, becomes an item of tax preference or similar item subject 
to the tax imposed by Sections 56-58 of the Code or any successor 
sections thereto or any other Federal tax on preference or similar 
items or is not deductible by such Holder from its "Gross Income" 
for federal income tax purposes in the year paid or accrued to the 
same extent as such amount is deductible pursuant to the Code as 
in effect on the date hereof, ( ii) tax is imposed measured by 
reference to the principal amount of the Promissory Note, or (iii) 
the after-tax economic yield on interest payments received by any 
Holder with respect to the Promissory Note is reduced (taxes 
described in clauses (i), (ii) and (iii) being referred to in this 
Agreement as a preference tax), then such Holder may at any time 
on or after the date (the "Effective Date") on which such change 
in the Code was enacted give notice thereof to the Board, with a 
copy to the Agent (which shall in turn promptly notify Bank 
thereof). During the 30 days next succeeding the giving of such 
notice, Bank and the Board shall negotiate in good faith in order 
to arrive at such a mutually acceptable increase (expressed as a 
percentage of the Index Rate) in the rate of interest payable on 

--
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all Advances as will adequately and fairly compensate all Holders 
for the increased cost of making, funding or maintaining such 
Advances or the reduction in the amount of any sum deductible or 
received or. receivable by any Holder. If within such 30-day 
period the Board and the Bank agree in writing upon an increase, 
additional interest at such rate of increase shall be effective 
and accrue from the Effective Date with respect to all Advances 
whether made before or after the Effective Date. If the Board and 
the Bank fail to agree upon an increase in the rate of interest 
within such 30-day period (the last day of such 30-day period 
being herein referred to as the "Determined Date"), the increase 
in the rate of interest payable on the Promissory Note (effective 
as provided below) based upon the Basic Interest Rate shall be 
110% of the Index Rate; provided that the provisions of paragraphs 
2.04(a)(i) and (ii) shall apply with respect to limitations of 
interest and Interest Recapture for purposes of this subsection 
2.17(d) (references therein to Clauses 2.04(a)(i) and (ii) however: 
being used in this subsection 2.17(d) as references to the rate so 
established under this subsection 2.17(d)). The determination of 
such increase shall be made in good faith by Bank, and the Board 
shall have no right to examine the Federal income tax returns or 
any other returns, documents or records of any Holder with respect 
thereto. Additional interest at such rate of increase shall be 
effective from the Effective Date with respect to the Promissory 
Note whether made before or after the Effective Date. Bank shall 
notify the Board as promptly as practicable after the Determined 
Date of the amount of such increase, which notice shall include 
such explanation of the basis of Bank's determination as in its 
discretion is appropriate. Any additional interest payable pur
suant to this subsection with respect to the Promissory Note shall 
be paid by the Board to the Agent for the account of Bank. 

(e) The obligations of the Board under subsections (a), 
(b), and (c) of this Section shall survive the term of this Agree
ment, provided that Bank or the Holder agrees, as a condition of 
such survival of obligations, that it shall timely file all returns 
and reports in respect of taxes affected by such provisions. 

ARTICLE III 

CONDITIONS 

Section 3.01. Conditions to Closing. The Revolving Credit 
Period shall commence on the date (the "Closing Date") on which 
the conditions set out in subsections 3.01(a) and (b) shall have 
been satisfied. 

(a) The Agent shall have received all of the following, 
with a copy for Bank: 

(i) counterparts of this Agreement duly executed 
by the Board, the Agent, and Bank; 
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(ii) a duly executed Promissory Note, 
Closing Date, complying with the provisions 
2. 03 and substantially in the form set out 
"A" hereto; 

dated the 
of Section 
in Exhibit 

(iii) copies of the Resolution, including supple
mental resolutions thereto which have been adopted as of 
such time, all certified by the Secretary or an Assis
tant Secretary of the Board as being in full force and 
effect; 

(iv) a certificate of the Secretary or an Assistant 
Secretary of the Board certifying the names and signa
tures of each Authorized Representative; 

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

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

(vii) a favorable op1n1on of Messrs. Winstead, 
McGuire, Sechrest & Minick, P.C., Dallas, Texas counsel 
to Bank and Agent, substantially in the form of Exhibit 
"E" hereto, with such changes, modifications, deletions 
or additions as may be acceptable to such counsel and 
counsel for the recipients thereof, to the effect that, 
while they have not independently considered the matters 
covered by the opinions furnished pursuant to the pre
ceding provisions in this subsection 3.01(a) to the 
extent necessary to enable them to express the conclu
sions stated therein, (1) such opinions, this Agreement 
and other documents furnished pursuant to the preceding 
provisions of this subsection 3.01(a) appear to be in 
substantially acceptable legal form and (2) such opinions 
and such other documents appear substantially responsive 
to the requirements of this Agreement; 

(viii) a certificate, dated the Closing Date, of an 
Authorized Representative to the effect that (i) each of 
the representations and warranties of the Board con
tained in Article IV of this Agreement is true and 
correct on and as of the date of such certificate as 
though made on and as of such date and (ii) on such date 
no Default has occurred and is continuing; 

-23-



DAR76/A 

(ix) a certificate of the Agent acknowledging pay
ment of the Agent's fees then payable, as agreed to by 
the Board and the Agent; and 

(x) a no-arbitrage certificate from the Board 
dated the Closing Date. 

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

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

(ii) A certificate, dated the Closing Date, of an 
officer of Bank, authorized to execute and deliver such 
certificate, to the effect that each of the representa
tions and warranties of Bank contained in this Agreement 
are true and correct on and as of the date of such 
certificate as though made on and as of such date; and 

(iii) An opinion of Winstead, McGuire, Sechrest & 
Minick, P.C., special counsel to the Bank and Agent, 
dated the Closing Date and substantially in the form of 
Exhibit "F", with such changes, modifications, deletions 
or additions as may be acceptable to such counsel and 
counsel for the recipients thereof. 

Section 3.02. Conditions. to Advances. The obligation of 
Bank to make any Advance, when so requested hereunder upon or 
after the Closing Date and during the Revolving Credit Period, is 
subject to receipt by the Agent of a Notice of Advance as required 
by Section 2.02 and to the satisfaction of the following further 
conditions: 

(a) At the time the Advance is made, the Board shall 
not have commenced a voluntary case or other proceeding 
seeking liquidation, reorganization, or other relief with 
respect to itself or its debts under any bankruptcy, insol
vency or other similar law now or hereafter in effect or 
seeking the appointment of a trustee, receiver, liquidator, 
custodian, or other similar official of it or any substantial 
part of its property, shall not have made a general assign
ment for the benefit of its creditors, shall not have declared 
a moratorium with respect to its debts, shall not have failed 
generally to pay its debts as they become due, and shall not 
have taken any action to authorize any of the foregoing; and 

(b) At the time the Advance is made, no involuntary 
case or other proceeding shall have been commenced against 
the Board seeking liquidation, reorganization or other relief 
with respect to it or its debts under any bankruptcy, insol-
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vency or other similar law now or hereafter in effect and no 
trustee, receiver, liquidator, custodian or other similar 
official of it or any substantial part of its property shall 
have been appointed. 

In addition, Bank shall have no ob~igation to make an Advance to 
the Board to pay the principal of.or any interest on any Project 
Notes which were issued by the Board after receipt by the Paying 
Agent, the Dealer, and an Authorized Representative of a Notice of 
Default.- The events or occurrences set out in clauses (a) and (b) 
above are referred to herein and in the Project Notes as "Events 
of Bankruptcy. " 

ARTICLE IV 

REPRESENTATIONS AND WARRANTIES OF THE BOARD 

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

Section 4. 02 Authorization; Contravention. The execution, 
delivery and performance by the Board of .this Agreement and the 
Promissory Note and the making of the Advances under the Promissory 
Note have been duly authorized by all necessary action by the 
Board and do not contravene, or result in the violation of or 
constitute a default under, any provision of applicable law or 
regulation, the Acts, or any order, rule or regulation of any 
court, governmental agency or instrumentality or any agreement, 
resolution or instrument to which the Board is a party or by which 
it or any of its property is bound. 

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

Section 4. 04. Binding Effect. This Agreement constitutes a 
valid and binding agreement of the Board and the Promissory Note 
when duly executed on behalf of the Board and delivered in accor-
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dance with this Agreement and the Resolution, will constitute 
valid andbinding obligations of the Board. 

Section4.05. Restrictions on Use of Proceeds. The proceeds 
of the Advances will be applied by the Board only to the refunding 
of the Project Notes. No part of the proceeds of Advances or any 
other loan or any series of bonds or notes or any other funds of 
the Board shall at any time be used by the Board in a manner that 
would cause the Promissory Note or the Project Notes to be treated 
as "arbitrage bonds" within the meaning of Section 103(c) (or any 
successor section thereto) of the Code. None of the funds borrowed 
by virtue of this Agreement will be used in any manner or for any 
purpose except in the manner and for the purposes authorized by 
Texas law and the Resolution adopted by the Board. 

Section 4. 06. Tax Exempt Status. The Board has not taken 
any action that would cause interest on the Promissory Note to be 
subject to Federal income taxation, or to taxation by the State of 
Texas or any political subdivision thereof. 

Section 4.07. Federal Reserve Regulations. No part of the 
proceeds of any Advance will be used for the purpose, whether 
immediate, incidental or ultimate, to purchase or carry any margin 
stock (within the meaning of Regulation U of the Board of Governors 
of the Federal Reserve System, as amended from time to time) or to 
extend credit to others for the purpose of purchasing or carrying 
any margin stock or for any other purpose which would violate any 
of the regulations of said Board of Governors. 

Section 4.08. Litigation. There is no action, suit or 
proceeding pending or, to the knowledge of the Board, threatened 
against or affecting the Board, the System or relating to the 
Acts, or ·this Agreement in any court or before or by any govern
mental department, agency or instrumentality which, if adversely 
determined, would materially affect the ability or authority of 
the Board to perform its obligations under this Agreement and the 
Promissory Note, or which in any manner questions the validity of 
this Agreement or the Promissory Note, except any action, suit or 
proceeding which may be brought subsequent to the date hereof as 
to which Bank has received an opinion of counsel satisfactory to 
Bank, in form and substance satisfactory to Bank and its counsel, 
to the effect that such action, suit or proceeding is without 
substantial merit. 

Section 4.09. No Event of Default Under the Resolutions. No 
"Event of Default" specified in the Resolution and no event which, 
with the giving of notice or lapse of time or both would become 
such an event of default, has occurred and is continuing. 
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ARTICLE V 

REPRESENTATIONS AND WARRANTIES 
OF THE BANK 

Bank represents and warrants: 

Section 5.01. Organization and Powers. Bank (a) is duly 
established and validly existing under the laws of the United 
States of America as a national banking association, being duly 
chartered thereunder; and (b) has full power and authority to 
execute, deliver and perform this Agreement and to make Advances 
in accordance with its Bank Loan Commitment and this Agreement. 

Section 5. 02. Authorization; Contravention. The execution, 
delivery and performance by Bank of this Agreement and its Advances 
to be made hereunder have been duly authorized by all necessary 
action by Bank and do not contravene, or result in the violation 
of or constitute a default under, any provision of applicable law 
or regulation, its charter, or any order, rule or regulation of 
any court, governmental agency or instrumentality or any material 
agreement, resolution or instrument to which Bank is a party or by 
which it or any of its property is bound. 

Section 5. 03. Governmental Consent or Approval. No authori
zation, consent, approval, permit, license, or exemption of, or 
filing or registration with, any court or governmental department, 
commission, board, bureau, agency or instrumentality that has not 
been obtained or issued is or will be necessary for the valid 
execution, delivery or performance by Bank of this Agreement. 

Section 5. 04. Bank Obligations Valid. Bank represents that 
this Agreement is a valid and binding agreement of it, assuming 
that this Agreement is a valid and binding agreement of the Board. 

Section 5.05. Litigation. There is no action, suit or 
proceeding pending or, to the knowledge of the Bank, threatened 
against or affecting the Bank, or relating to this Agreement in 
any court or before or by any governmental department, agency or 
instrumentality which, if adversely determined, would materially 
affect the ability or authority of the Bank to perform its obliga
tions under this Agreement, or which in any manner questions the 
validity of this Agreement or the Promissory Note. 

ARTICLE VI 

COVENANTS 

The Board agrees that during the term of this Agreement and 
while any amount payable under the Promissory Note remains unpaid: 

--~-
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Section 6.01. Information. The Board will deliver to the 
Agent, with a copy to Bank: 

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

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

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

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

(e) concurrently with the deli very of the reports set 
out in subsection (b) above, a report showing the aggregate 
amount of Project Notes issued at the end of the preteding 
quarter; and 

(f) upon written request by the Agent, at the request 
of Bank, ·any other financial information reasonably requested. 

Section 6. 02. Access to Records. The Board will furnish to 
the Agent such information regarding the financial condition, 
results of operations or business of the Board and the Fund as 
Bank may reasonably request and will permit any officers, employ
ees or agents of the Agent or Bank to visit and inspect any of the 
properties of the Board and to discuss matters reasonably perti
nent to an evaluation of the credit of the Fund, all at such 
reasonable times as Bank may reasonably request. Further, the 
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Agent, at its request, will be kept informed of regular and spe
cial meetings of the Board, and a representative of the Agent or 
Bank may attend any such meeting subject to provisions of Texas 
law authorizing executive sessions of the Board. All information 
received by or provided to Bank or the Agent pursuant to this 
Agreement, unless otherwise made public by the Board, will be held 
as confidential information by Bank and the Agent. 

' 
Section 6.03. Proceeds of Project Notes; Limitation on Cer

tain Debt. 

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

(b) The Board shall, however, have the right to issue 
Fund Priority Obligations or Short Term Obligations pursuant to 
Section 6.10 of the Resolution. 

Section 6.04. No Amendment of Certain Contracts or Resolu
tions. The Board will not consent to any amendment to or modifi
cation or waiver of any of the provisions the Resolution which 
would be materially adverse to Bank's interests. The Board will 
give the Bank notice as promptly as practicable of any proposed 
amendments to, modifications or waiver of any provisions of the 
Agreement or the Resolution and of any meeting of the Board at 
which any of the foregoing will be discussed or considered. 

Section 6.05. Sales of Fund Priority Obligations or Short 
Term Obligations. The Board shall use its best efforts and rea
sonable diligence to offer and sell Fund Priority Obligations or 
Short Term Obligations or to obtain a New Credit Agreement, in an 
amount sufficient to pay when due the aggregate outstanding prin
cipal amount of the Promissory Note and all other amounts due to 
the Bank hereunder in respect thereof not previously paid from 
other funds available to the Board. The Board covenants that 
Advances outstanding under the Promissory Note at the time shall 
be retired in full or pro rata if not in full, with proceeds of 
Fund Priority Obligations or Short Term Obligations sold, issued 
or created by the Board prior to any other payment or use of the 
proceeds of such Fund Priority Obligations or Short Term Obliga
tions. 

Section 6. 06. Other Covenants. The Board shall fully and 
faithfully perform each of the covenants required of it pursuant 
to the provisions of the Resolution and the resolutions of the 
Board authorizing the Fund Priority Obligations. 
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Section 6.07. Taxes and Liabilities. The Board will pay all 
its indebtedness and obligations promptly and in accordance with 
their terms and pay and discharge or cause to be paid and dis
charged promptly all taxes, assessments and governmental charges 
or levies imposed upon it or upon its income and profits, or upon 
any of its property, real, personal or mixed, or upon any part 
thereof, before the same shall become in default. 

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

Section 6. 09. Additional Borrowings. The Board may issue 
Fund Priority Obligations or Short Term Obligations in such amounts 
and on such terms as the Board shall determine, subject only to 
the covenants contained herein. 

Section 6.10. Efforts to Pay. In the event that the Promis
sory Note is not paid at maturity or upon proper declaration that 
such Promissory Note is due and payable, the Board shall as quickly 
as possible take all actions reasonably necessary to allow payment 
from any available funds. 

ARTICLE VII 

ADDITIONAL PARITY OBLIGATIONS 

Section 7. 01. Additional Short Term Obligations. The Board 
reserves the right and shall have full power at any time and from 
time to time, to authorize, issue, and deliver additional Short 
Term Obligations, in as many separate installments or series as 
deemed advisable by the Board but only for the purposes and to the 
extent "provided in the Amendment to Section 18, Article VII, of 
the Texas Constitution, adopted by vote of the people of Texas on 
November 6, 1984, or in any Amendment hereafter made to said 
Section 18, Article VII, of the Texas Constitution, or for refund
ing purposes as provided by law. Such additional Short Term 
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Obligations, when issued, and the interest thereon, shall be 
equally and ratably secured by and payable from a lien on and 
pledge of the ·Interest of The University of Texas System in the 
Available University Fund, in the same manner and to the same 
extent as are the Notes, and the Notes and the additional Short 
Term Obligations, when issued, and the interest thereon, shall be 
on a parity and in all respects of equal dignity. It is further 
covenanted that no installment or series of additional Short Term 
Obligations shall be issued and delivered unless the Executive 
Vice Chancellor for Asset Management of The University of Texas 
System, or some other officer of The University of Texas System 
designated by the Board executes: 

(a) a certificate to the effect that for the fiscal 
year immediately preceding the date of said certificate the 
amount of the Interest of The University of Texas System in 
the Available University Fund was at least 1-1/2 times the 
average annual Principal and Interest Requirements of the 
installment or series of additional Short Term Obligations 
then proposed to be issued and all then outstanding Fund 
Priority Obligations, Notes, and Short Term Obligations which 
will be outstanding after the issuance and delivery of said 
proposed installment or series. 

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

ARTICLE VIII 

EVENTS OF DEFAULT AND REMEDIES 

Section 8. 01. Events of Default. If one or more of the 
following events ("Events of Default") shall have occurred and be 
continuing: 

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

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

-31-



DAR76/A 

(c) any representation, warranty, certification or 
statement made by the Board in this Agreement or in any 

.certificate, financial statement or other document delivered 
pursuaht to this Agreement shall prove to have been incorrect 
in any material respect when made, and Agent shall, upon the 
request of Bank, have given the Board 5 days' written notice 
thereof; 

(d) breach by the Board of any covenant or agreement or 
condi tiron contained in Section 6. 03 through 6. 10, inclusive, 
or ·a breach by the Board of any other covenant or agreement 
or . condition (other than those referred to or contained in 
clauses (a), (b), (c) above) contained in this Agreement or 
the Promissory Note and the continuation thereof for more 
than 60 days after written notice thereof has been given to 
the Board by the Agent at the request of Bank without cure or 
correction to the satisfaction of the Bank; 

(e) if default shall be made by the Board in the per
formance or observance of any covenant, agreement or condi
tion on its part in the Resolution or in the Project Notes 
contained, and such default shall continue for a period of 60 
days after written notice thereof to the Board by the holders 
of not less than 10% in aggregate principal amount of the 
Project Notes then outstanding, or if the holder of any Fund 
Priority Obligations exercises its rights as a result of an 
event of default under the constituent instruments under 
which such obligations we·re issued or incurred to declare the 
principal thereof (and interest accrued thereon) to be payable 
prior to the maturity thereof; notwithstanding anything 
contained herein to the contrary, the parties hereto acknowl
edge that, as of the date of this Agreement, the Board has 
not agreed to, and there are not outstanding, any constituent 
instruments under which Fund Priority Obligations were issued 
which grant to any holder of any Fund Priority Obligations 
any rights to declare the principal of such Fund Priority 
Obligations (or interest accrued thereon) to be payable prior 
to the stated maturity thereof, and the Board does not 
presently intend to adopt any resolution granting or creating 
any such rights; or 

(f) the Board shall commence a voluntary case or other 
proceeding seeking (i) liquidation, reorganization, or other 
relief with respect to itself or its debts under any bank
ruptcy, insolvency or other similar law now or hereafter in 
effect, or (ii) the appointment of a receiver, liquidator, 
custodian, or other similar official with respect to the 
Board or any substantial part of its property, or shall 
consent to or acquiesce in any such relief or the appointment 
of or taking possession by any such official in an involun
tary case or other proceeding commenced against it; or 
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( q) a receiver, liquidator, custodian or other offi
cial, appointed in an involuntary case or proceeding com
menced.against the Board, appointed without consent or acqui
escence of the Board, takes charge of a substantial part of 
its properties and such action as to its properties is not 
promptly stayed, discharged or yacated; or 

(h) the Board shall make a general assignment for the 
benefit of creditors, or declare a moratorium with respect to 
its debts, or shall fail generally to pay its debts as they 
become due in accordance with its customary practices, or 
shall take any corporate action to authorize any of the 
foregoing; or 

( i) an involuntary case or other proceeding shall be 
commenced against the Board seeking (i) liquidation, reorga-

. nization or other relief with respect to it or its debts 
under any bankruptcy, insolvency or other similar law now or 
hereafter in effect, or (ii) the appointment of a custodian; 
receiver or trustee or similar official of the System, or any 
substantial part thereof, and such proceeding or case shall 
not be dismissed or stayed within 90 days after the filing 
thereof; or 

(j) any material provision of this Agreement shall at 
any time for any reason cease to be valid and binding on the 
Board, or shall be declared by any court having jurisdiction 
over the Board to be null and void or the validity or enforce
ability thereof shall be contested by the Board and the 
Agent, upon request of the Bank, has given 5 days' written 
notice thereof to the Board; 

then, and in any such event, the Agent shall, if requested by Bank 
by notice to the Board, terminate the Bank Loan Commitment, if any 
(except _as provided below), and the Bank Loan Commitment shall 
thereupon terminate to the extent hereinafter permitted; provided, 
however, that ·the Bank Loan Commitment shall not terminate or 
affect the obligations of Bank to make Advances under this Agree
ment upon the conditions set out in Section 3.02, to be evidenced 
by and noted on the Promissory Note in the aggregate amount equal 
to the Available Bank Loan Commitment in accordance with the terms 
of Article II hereof, to the extent but only to the extent neces
sary for the Board to make required payments of principal and 
interest on Project Notes that were issued and sold prior to the 
time a Notice of Default was received by the Paying Agent. Upon 
termination of Bank Loan Commitment under the preceding provisions 
of this Section 8.01, and to the extent permitted thereby, the 
Available Bank Loan Commitment shall thereupon terminate. 

Failure to take action in regard to one or more Events of 
Default shall not constitute a waiver of the right to take action 
in regard to subsequent Events of Def-ault. 
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Section 8.02. Suits at Law or in Equity and Mandamus. In 
case one or more Events of Default shall occur, then and in every 
such case the Bolder of the Promissory Note shall be entitled to 
proceed to protect and enforce such Holder's rights by such appro
priate judi~ial proceeding as such Holder shall deem most effec
tual to protect and enforce any such right, either by suit in 
equity or by action at law, whether for the specific performance 
of any covenant or agreement contained in this Agreement, or in 
aid of the exercise of any power granted in this Agreement, or to 
enforce any other legal or equitable right vested in the Holders 
by this Agreement or the Promissory Note or by law. The provisions 
of this Agreement shall be a contract with each and every Holder • 
and the duties of the Board shall be enforceable by any Holder by 
mandamus or other appropriate suit, action or proceeding in any 
court of competent jurisdiction. 

Section 8.03. Remedies Not Exclusive. No remedy herein con
ferred upon or reserved to the Holders is intended to be exclusive 
of any other remedy, and every such remedy shall be cumulative and 
shall be in addition to every other remedy given hereunder or now 

. or hereafter existing, at law or in equity or by statute or other
wise, and may be exercised at any time or from time to time, and 
as often as may be necessary, by any Holder. 

ARTICLE IX 

THE AGENT 

Section 9.01. Appointment and Authorization. Bank irrevoca
bly appoints and authorizes the Agent to take such action as agent 
on its behalf and to exercise such powers under this Agreement and 
the Promissory Note as are delegated to the Agent by the terms 
hereof or thereof, together with all such powers as are reasonably
incidental thereto. 

Section 9. 02. Agent and Affiliates. The Agent may accept 
deposits from, lend money to, and generally engage in any kind of 
business with the Board as if it were not the Agent hereunder. 
Bank and the Agent expressly consent to Morgan Guaranty Trust 
Company of New York acting as Paying Agent. 

Section 9.03. Action by Agent. The obligations of the Agent 
hereunder are only those expressly set forth herein. Without 
limiting the generality of the foregoing, the Agent shall not be 
required to take any action with respect to any Default, except as 
expressly provided in Section 2.14 or Article VI I I. 

Section 9. 04. Consultation with Experts. The Agent may 
consult with legal counsel (who may be counsel for the Board), 
independent public accountants and other experts selected by it 
and shall not be liable for any action taken or omitted to be 
taken by it in good faith in accordance with the advice of such 
counsel, accountants or experts. 
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Section 9.05. Liability of Agent. Neither the Agent nor any 
of its directors, officers, agents, or employees shall be liable 
for any action taken or_not taken by it in connection herewith (i) 
with the specific consent or at the request of Bank or (ii) in the 
absence of its own gross negligence or willful misconduct. Neither 
the Agent nor any of its directors, officers, agents or employees 
shall be responsible for or have· _any duty to ascertain, inquire 
into or verify (i) any statement, warranty or representation made 
by the Board in connection with this Agreement or the Promissory 
Note; (ii) the performance or observance of any of the covenants 
or agreements of the Board; (iii) the satisfaction of any condi
tion specified in Article III, except receipt of items required to 
be delivered to the Agent; or (iv) the validity, effectiveness or 
genuineness of this Agreement, the Promissory Note or any other 
instrument or writing furnished in connection herewith. The Agent 
shall not incur any liability by acting in reliance upon any 
notice, consent, certificate, statement, or other writing (which 
may be a bank wire, telex or similar writing) believed by it to be 
genuine or to be signed by the proper party or parties. 

Section 9.06. Indemnification. Bank shall indemnify the 
Agent (to the extent not reimbursed by the Board) against any 
cost, expense (including counsel fees and disbursements), claim, 
demand, action, loss or liability (except such as result from the 
Agent's gross negligence or willful misconduct) that the Agent may 
suffer or incur in connection with this Agreement or any action 
taken or omitted by the Agent hereunder. 

Section 9.07. Credit Decision. Bank acknowledges that it 
has, independently and without reliance upon the Agent, and based 
on such documents and information as it has deemed appropriate, -
made its own. credit analysis and decision to enter into this 
Agreement. Bank also acknowledges that it will, independently and 
without reliance upon the Agent, and based on such documents and 
information as it shall deem appropriate at the time, continue to 
make its own credit decisions in taking or not taking any action 
under this Agreement. 

ARTICLE X 

MISCELLANEOUS 

Section 10.01. Notices; Agent and Accounts. 

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

_ (b) In the case of a Notice of Advance, notice may be 
transmitted to the Agent by telecopier at 512- - , Attention: 
Mr. John Roan, and confirmed by written notice, the delivery of 
which shall not, however, affect the validity of such telecopied 
notice which shall be effective when received. 

Section 10.02. No Waivers. No failure or delay by the Agent 
or any Bank in exercising any right, power or privilege hereunder 
or under the Promissory Note or otherwise shall operate as a 
waiver thereof nor shall any single or partial exercise thereof 
preclude any other or further exercise thereof or the exercise of 
any other right, power or privilege. The rights and remedies 
herein provided shall be cumulative and not exclusive of any 
rights or remedies provided by law. 

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

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

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

Section 10.06. Headings. Section headings in this Agreement 
are included herein for convenience of reference only and shall 
not constitute a part of this Agreement for any other purpose. 
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Section 10.07. Counterparts. This Agreement may be signed in 
any number of counterparts, each of which shall be an original, 
with the same effect as if the signatures thereto and hereto were 
upon the same instrument. This Agreement shall become effective 
when the Agent shall have received counterparts hereof signed by 
all of the parties hereto. Complete sets of counterparts shall be 
lodged with the Board and the Agent.- · 

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

Section 10.09. Successors and Assigns; Participations. This 
Agreement may not be assigned by Bank, other than by operation of 
law to a successor or merged institution, unless with the consent 
of the Board, provided that this shall not restrict Bank in the 
sale of participations. The Board recognizes that Bank contem
plates entering into participation agreements with certain other 
participants whereby the several participants will participate 
with Bank in the Promissory Note and in a portion of each Advance 
made by Bank under the Promissory Note. Accordingly, the Board 
confirms that all of its representations, warranties, covenants, 
certifications and obligations under this Agreement and the Promis
sory Note, as well as all rights under the lien and pledge securing 
the payment of the Promissory Note and granted to Bank pursuant to 
the Resolution and Section 2.11 of this Agreement, are for the 
benefit of the participants as well as for the benefit of Bank. 

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

Address: 

201 West Seventh Street 
Austin, Texas 78701 

Telex No. 

Address: 

1704 Main Street 
lOth Floor Bank Building 
Dallas, Texas 75201 

Telex No. 

BOARD OF REGENTS OF THE UNIVERSITY 
OF TEXAS SYSTEM 

By:~-------------------------------
Its: -------------------------------

MBANK DALLAS, NATIONAL ASSOCIATION 

By: 
~I~t-s-=-------------------------------
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Address: 

MBank Tower 
2nd Floor 
6th and Colorado 
Austin, Texas 78701 

Telex No. 

MBANK AUSTIN, NATIONAL ASSOCIATION 

By: 
~I~t-s-=-----------------------------

. . 
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EXHIBIT "A" 

PROMISSORY NOTE 

Board of Regents of the-University of Texas 
System Revolving Credit Agreement Revolving Note 

$109,000,000 Austin, Texas December 1 1985 

For value received, the BOARD OF REGENTS OF THE UNIVERSITY OF 
TEXAS SYSTEM ("Board"), an agency and political subdivision of the 
State of Texas, organized and existing under and by virtue of the 
laws of the State of Texas, promises to pay, solely from the 
special funds hereafter referred to, to the order of MBANK DALLAS, 
NATIONAL ASSOCIATION (the "Bank"), at the office of MBank Austin, 
National Association, Austin, Texas, as Agent, the aggregate 
unpaid principal amount of all Advances hereunder, not to exceed 
One Hundred Nine Million and No/100 Dollars ($109,000,000) in 
principal amount at any one time outstanding, made by the Bank to 
the Board hereunder, in lawful money of the United States of 
America, in Federal or other immediately available funds, and to 
pay, solely from the special funds hereinafter referred to, inter
est at the rate set forth in the Credit Agreement (hereinafter 
referred to) on the actual unpaid principal amount hereof for each 
day outstanding from the date hereof until this Promissory Note is 
paid in full, in like money and funds at such office, quarterly on 
each the first day of each January, April, July, and October prior 
to the maturity hereof, commencing on the first such date _after 
the date hereof, at such rates as are specified in such Credit 
Agreement. The principal amount of all Advances outstanding on 
the Term Loan Conversion Date, as defined in the Credit Agreement 
("Principal Debt"), shall be and become due and payable in twenty
eight (28) successive quarterly installments, each to be in an 
amount equal to one-twenty-eighth (l/28th) of the Principal Debt, 
such installments commencing on the first day of January immedi
ately following the Term Loan Conversion Date, and continuing 
thereafter on the first day of each April, July, October and 
January thereafter, through and including the Maturity Date (as 
defined in the Credit Agreement) . 

This Promissory Note is subject to prepayment, and amounts 
prepaid prior to the Term Loan Conversion Date may be reborrowed, 
all pursuant to the terms and under the conditions of the Credit 
Agreement (the "Credit Agreement"), dated as of December_, 1985, 
among the Board, the Bank and MBank Austin, National Association, 
Austin, Texas, as Agent, the terms of which are hereby incorporated 
by reference into this Promissory Note. All terms used herein and 
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not defined shall have the same meaning as in the Credit Agreement. 
Reference is made to the Credit Agreement for provisions as to the 
prepayment hereof and for reborrowing. Reference is also made to 
the Credit .. Agreement for provisions providing for additional 
interest and other amounts to be payable under certain circum
stances. If the holder enforces this Promissory Note upon default, 
the Board shall reimburse the holder for reasonable costs and 
expenses incurred by the holder in collection, including attorney's 
fees and expenses as set out. in Section 9.03 of the Credit Agree
ment. This Promissory Note shall be construed under and governed 
by laws of the State of Texas but Chapter 15, Texas Credit Code 
(Art. 5069-15.01, V.A.T.C.S.) shall not apply. 

This Promissory Note, including the interest hereon, is pay
able solely from and secured by a lien upon and pledge of certain 
revenues and certain other available funds and moneys of the 
Board, all as set forth in the Credit Agreement and the Resolu
tion; and this Promissory Note does not constitute a general obli
gation or indebtedness of the Board within the meaning of any 
constitutional, charter or statutory limitations or provisions 
(and the holder hereof shall never have the right to require or 
compel the levy of ad valorem taxes for the payment of the prin
cipal of and interest on this Promissory Note). Reference is made 
to the Credit Agreement and such Resolution for the prov~s~ons 
relating to the security of this Promissory Note and the duties 
and obligations of the Board. 

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

Attest: 

BOARD OF REGENTS OF THE UNIVERSITY 
OF TEXAS SYSTEM 

By:~-------------------------------Its: ____________________________ __ 

By: __________________________ _ 

Secretary 
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TO: 

FROM: 

EXHIBIT "B" 

Notice of Advance 

MBank Austin, Nat~onal Ass<?ciation 
as Agent under Credit Agreement, 
dated December _, 1985 ("Agreement") 
between the Agent, the Board, and 
MBank Dallas, National Association 

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

The Board, acting herein by the undersigned Authorized Repre
sentative, pursuant to Section 2.02 and related provisions of the 
Agreement, issues this notice for an Advance to be made under the 
Agreement as follows: 

1. Date and Time Advance is to be made: . ---------------------------------------------------------------------' 
2. Principal Amount of Advance: _____________________________________________________________________ ; 
3. Maturity Date and Face Amounts of Project Notes to be 

refunded: ; 

4. Amount of interest on Project Notes to be refunded: 

5. The Advance shall be available for the account of holders 
of the Project Notes at Morgan Guaranty Trust Company of New York, 
the Paying Agent, New York, New York. 

In connection with this Notice of Advance, the Board cer
tifies to the Agent and Bank that at the issuance of this Notice 
of Advance the Events of Bankruptcy specified in Section 3.02 of 
the Agreement have not occurred. Capitalized terms herein are 
used with the meaning given in the Agreement. 

Date of this Notice 
of Advance: ______________ _ 

BOARD OF REGENTS OF THE UNIVERSITY 
OF TEXAS SYSTEM 

By:_~-~~~---~~~-----
AuthorizedRepresentative 



[Letterhead of James E. Crowson, 
Vice Chancellor and G~neral Counsel) 

December __ , 1985 

MBank Dallas, National Association 
("Bank") 
Dallas, Texas 

MBank Austin, National Association 
("Agent") 
Austin, Texas 

EXHIBIT "C" 

Re: $109,000,000 Credit Agreement (the "Agree
ment" ) , between The Board of Regents of the 
University of Texas System (the "Board"), the 
Bank and the Agent, dated December __ , 1985 
("Agreement") 

Gentlemen: 

I am general counsel to the Board, and I have acted in such 
capacity in connection with the above Agreement among the Bank, 
the Agent, and the Board, which is the Credit Agreement provided 
for in the Resolution adopted by the Board on December _, 1985 
(the "Resolution"), and the issuance of a promissory note of the 
Board ("Promissory Note") under the Agreement and Resolution in an 
aggregate principal amount of up to $109,000,000. This opinion is 
provided to the Agent and the Bank pursuant to Section 3.01(a)(v) 
of the Agreement. Terms defined in the Agreement and not other
wise defined herein shall have the meaning described to them in 
the Agreement. 

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

1. A certified copy of the Resolution, which Resolu-
tion authorizes, among other things, the following: 

a. execution and deli very of the Agreement and 
the issuance of the Promissory Note thereunder; 

b. execution and delivery of the Dealer Agree-
ment, as defined in the Resolution; 
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c. execution and delivery of the Issuing and 
Paying Agent Agreement; and .. 

d. execution and delivery of the Notes; 
. . 

2. An executed counterpart of the Agreement; 

3. An executed counterpart of the Dealer Agreement; 

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

5. An executed copy of the Promissory Note; 

6. Article 717q, Vernon's Annotated Texas Civil Stat
utes, as amended, and Chapter 919, Acts of the 69th Legisla
ture, Regular Session, 1985 (codified as Section 65.46, Texas 
Education Code) (collectively, the "Acts"), and such other 
provisions of the Constitution and laws of the State of Texas 
and the United States of America as I believe necessary to 
enable me to render the opinions herein contained; and 

7. Such other agreements, documents, certificates 
(including a No-Arbitrage Certificate), op1n1ons, letters, 
and other papers, including all documents delivered or dis
tributed at the closing of the Agreement, as I have deemed 
necessary or appropriate .in rendering the opinions set forth 
below. 

In my examination, I have assumed the authenticity of all 
documents and agreements submitted to me as originals, conformity 
to the originals of all documents and agreements·submitted to me 
as certified or photostatic copies, the authenticity of the origi
nals of such latter documents and agreements, and the accuracy of 
the statements contained in such certificates. I have also assumed 
that the Agreement constitutes a valid and binding agreement of 
said Bank, enforceable in accordance with its terms. 

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

1. The Board is a duly organized and validly existing 
agency and political subdivision of the State of Texas with 
full power and authority to own and operate its System as 
currently operated and to issue the Notes to pay the costs in 
connection with the System, and to enter into and perform 
under the Agreement and to issue the Project Notes and the 
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Promissory Note in connection therewith. The Board has, at 
the da .. te of the Closing and at the time of execution did 
have, full legal right, power and authority (a) to enter into 
the Agreement, the Dealer Agreement, and the Issuing and 
Paying Agent Agreement; (b) to adopt the Resolution; (c) to 
sell, issue and deliver the Project Notes; (d) to execute and 
deliver the Promissory Note; and (e) to carry out and consum
mate the transactions contemplated by the Resolution, the 
Agr~ement, the Dealer Agreement, and the Issuing and Paying 
Agent Agreement; and the Board has complied, at the date of 
the Closing in all material respects, with Texas Law, includ
ing the terms of the Acts, and with the obligations on its 
part contained in the Resolution, the Project Notes, the 
Agreement, the Promissory Note, the Dealer Agreement and the 
Issuing and Paying Agent Agreement. 

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

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

4. No authorization, consent or approval of any govern
mental authority, agency or bureau not already obtained is 
required in connection with the valid execution and delivery 
of the Resolution, the Notes, the Agreement, the Dealer 
Agreement, and the Issuing and Paying Agent Agreement by the 
Board or in connection with the performance by the Board of 
its obligations under such documents. 
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5. The Board is not in breach of or in default under 
any applicable constitutional provision, law or administra
tive regulation, or any applicable judgment or decree or any 
loan agreement, indenture, bond, note, resolution, agreement 
or other instrument to which the Board is a party or to which 
the Board, or any of its property or assets of the Board is 
otherwise subject, and no event has occurred and is continu
ing which, with the passage ·of time or the giving of notice, 
or both, would constitute a default by the Board under any 
such instrument; the execution and delivery by the Board of 
the Notes, the Agreement, the Dealer Agreement and the Issu
ing and Paying Agent Agreement and the adoption of the Reso
lution, ·and compliance by the Board with the provisions of 
the Resolution, the Notes, the Agreement, the Dealer Agree
ment and the Issuing and Paying Agent Agreement, do not and 
will not conflict with or constitute, a breach of or default 
under any constitutional provision, law, administrative 
regulation, judgment, decree, loan agreement, indenture, 
bond, note, resolution, agreement or other instrument to 
which the Board is a party or to which the Board or any of 
its properties or assets is otherwise subject. 

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

_ 7. The Resolution and the Agreement duly and effec
tively grant a lien on and pledge of, as security for the 
Promissory Note, ratably with the Project Notes, (i) the 
proceeds from (a) the sale of Fund Priority Obligations 
issued for such purpose, and (b) the sale of Project Notes 
issued pursuant to the Resolution for such purposes, and (ii) 
the amounts from time to time on deposit in the Series A Note 
Payment Fund and the Special System Account, and (iii) the 
Interest of the University in the Available University Fund, 
said pledge of the Interest of the University in the Available 
University Fund being subordinate to the pledge thereof for 
payment of Fund Priority Obligations, and ~xcept as so pro
vided the lien of such security interest and pledge is valid 
and binding in accordance with its terms without further 
action on the part of the Board and without any filing or 
recording with regard therein except in the records of the 
Board. 

8. [Bank's rights o·f mandamus) 

Yours very truly, 

General Counsel 

DAR76/E 
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EXHIBIT "D" 

[Letterhead of Bond Counsel) 

December __ , 1985 

MBank Dallas, National Association 
("Bank") 

Dallas, Texas 

MBank Austin, National Association 
("Agent") 

Austin, Texas 

Re: $109,000,000 Credit Agreement among Board of Regents of 
the University of Texas System (the "Board") , Bank and 
the Agent, Dated December __ , 1985 ("Agreement") 

Gentlemen: 

We have acted as counsel to the Board in connection with the 
above Agreement among Bank, the Agent, and the Board, which is the 
Credit Agreement provided for in Section 2.16 of the Resolution of 
the Board, dated December 5, 1985 (the "Resolution"), and the 
issuance of a promissory note of the Board ("Promissory Note") 
under the Agreement and Resolution in an aggregate principal 
amount of up to $109, 000, 000. This opinion is provided to the 
Agent and Bank pursuant to Section 3.01(a) (vi) of the Agreement. 
Terms defined in the Agreement and not otherwise defined herein 
shall have the meaning ascribed to them in the Agreement. 

In connection with our opinion, we have .examined the fol
lowing: 

( 1) Certified copies of the Resolution which autho
rizes, among other things, the following: 

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

(b) execution and deli very of the Dealer Agree
ment, as defined in the Resolution; 

(c) execution and delivery of the Issuing and 
Paying Agent Agreement; and 
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(d) execution and delivery of the Project Notes; 

( 2) an ·executed counterpart of the Agreement; . 
( 3) an executed counterpart of the Dealer Agreement; 

( 4) an executed counterpart of the Issuing and Paying 
Agent Agreement; 

(5) executed copy of the Promissory Note; 

(6) Article 717q, Vernon's Annotated Texas Civil Stat
utes, as amended, Chapter 919, Acts of the 69th Legislature, 
Regular Session, 1985 (codified as Section 65.46, Texas 
Education Code) (collectively, the "Acts"), and such other 
provisions of the Constitution and laws of the State of Texas 
and the Un~ ted States of America as I believe necessary to 
enable me to render the opinions herein contained; 

(7) opinion of James E. Crowson, Esq., general counsel 
to the Board, of even date herewith provided to you under 
Section 3 .10(a) (v) of the Agreement; and 

(8) such other agreements, documents, certificates 
(including a No-Arbitrage Certificate), opl.nl.ons, letters, 
and other papers, including all documents delivered or dis
tributed at the closing of the Agreement, as we have deemed 
necessary or appropriate in rendering the opinion set forth 
below. · 

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

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

1. The Board is a governmental agency and political 
sUbdivision of the State of Texas and has the requisite power 
and authority under Texas law to issue the Promissory Note 
and to enter into and perform under the Agreement, to issue 
the Promissory Note, and to borrow, repay and reborrow under 
the Promissory Note in accordance therewith and in accordance 
with the Agreement. 
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2. The Board has duly adopted the Resolution, and has 
duly authorized and approved the execution and delivery of, 
and the performance by the Board of the obligations on its 
part contained in, the Promissory Note, the Resolution, and 
the Agreement, and the consummation by it of all other trans
actions contemplated by such instruments. 

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

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

5. The Promissory Note, ratably with the Project 
Notes, are solely payable from and secured (i) the proceeds 
from (a) the sale of Fund Priority Obligations issued for 
such purpose; and (b) the sale of Project Notes, (ii) the 
amounts from time to time on deposit in the Series A Note 
Payment Fund and Special System Account until the amounts 
deposited therein are used for authorized purposes (as more 
fully set out in Section 3. 02 of the Resolutions), provided 
that amounts on deposit in the _ Series A Note Payment Fund 
derived from and attributable to borrowings under the Agree
ment are pledged to, and shall be used to pay, solely amounts 
payable in respect of Project Notes, and (iii) the Interest 
of the University in the Available University Fund, said 
pledge of the Interest of the University in the Available 
University Fund being subordinate to the pledge thereof for 
payment of Fund Priority Obligations, and except as so pro
vided the lien of such security interest and pledge is valid 
and binding in accordance with its terms without further 
action on the part of the Board and without any filing or 
recording with regard therein except in the records of the 
Board. In accordance with Section 4.10 of the Resolution, as 
limited by Sections 6. 03 and 6. OS of the Agreement, the 
Resolution reserves the right and permits the issuance of 
Fund Priority Obligations while the Project Notes are out
standing and the issuance of additional Short Term Obliga
tions payable from the same sources, or any portion thereof, 
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without any limitations as to principal amount but subject to 
any terms, conditions and limitations as may be applicable 
thereto. 

6. Under existing statutes, regulations and court 
decisions existing on the date hereof, and relying on cove
nants contained in the Resolution and in the No-Arbitrage 
Certificate above mentioned, interest paid by the Board to 
Bank on borrowings under the Promissory Note is exempt from 
federal income taxation. 

7. The lien on and pledge of the Collateral estab
lished by the Resolution and Agreement are a valid and bind
ing lien on and pledge of such Collateral. No filing of 
financing statements under the Texas Uniform Commercial Code 
or recording of the Resolution or Agreement in any public 
office not already completed is required by law to perfect 
the lien on and pledge of Collateral received by the Board 
and pledged to secure the Promissory Note under the Resolution 
and Agreement. 

8. [Bank' s rights of mandamus) 

Our opinions in paragraphs 3, 5 and 7 above are qualified and 
limited by bankruptcy, insolvency, reorganization, moratorium, 
liquidation and other similar laws now or hereafter in effect 
relating to or affecting generally the enforcement of creditors' 
rights and remedies and by th~ limitations on creditors' remedies 
contained in the Act, and such opinions are subject to general 
principles of equity which may permit the exercise of judicial 
discretion, to the reasonable exercise in the future by the State 
of Texas and its governmental bodies of the police power inherent 
in the sovereignty of the State, and to the exercise by the United 
States of America of the powers delegated to it by the Constitu
tion of the United States of America. Our opinions in paragraph 7 
do not extend to the status of title of the Board or the Fund to 
properties pledged and encumbered. 

Very truly yours, 
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EXHIBIT "E" 

[Opin~on of Winstead, McGuire, Sechrest & Minick, P.C.] 

____________ . __ ·_, 1985 

MBank Dal.las, National Association ("Bank") 
1704 Main Street 
Dallas, Texas 75205 

MBank Austin, National Association ("Agent") 
6th and Colorado 
Austin, Texas 78701 

Re: $109,000,000 Credit Agreement among Board of Regents of 
the University of Texas System (the "Board"), Bank and 
the Agent, Dated December _, 1985 ("Agreement") 

Gentlemen: 

We have acted as counsel to the Agent and to the Bank in 
connection with the Agreement among the Board, the Bank and the 
Agent, and the issuance of a promissory note of the Board (the 
"Promissory Note") in the principal amount of $109,000,000. Terms 
defined in the Agreement and not otherwise defined herein shall 
have the meanings ascribed to them in the Agreement. In connec
tion therewith, we have examined the following: 

( 1) the Agreement; 

(2) Opinion of James E. Crowson, Esq., general counsel 
to the Board, dated December _, 1985 to the Bank and Agent; 

(3) Opinion of Messrs. McCall, Parkhurst & Horton and 
of Messrs. Vinson & Elkins, each dated 
1985 to the Bank and Agent; 

( 4) the Promissory Note; 

( 5) the Resolution; 

(6) the Certificate of the Secretary of the Board 
certifying the names and signatures of each Authorized Repre
sentative; and 
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(7) such other agreements, documents, certificates, 
opinions, letters and other papers, as we have deemed neces
sary or appropriate in rendering the opinion set forth below. 

Based upon the foregoing and while we have not independently 
considered the matters covered in the opinions referred to in 
clauses (2) and (3) above to the extent necessary to enable us to 
express ourselves the conclusions stated therein, we are of the 
opinion that: 

- 1. The documents described in clauses (1) through (6) 
above appear to be in substantially acceptable legal form; 
and 

2. The documents described in clauses (2) through (6) 
appear substantially responsive to the requirements of the 
Agreement. 

This opl.nJ.on is delivered to each addressee pursuant to Section 
3.0l(a)(vii) of the Agreement, and may be relied upon solely by 
such addressees. 

Yours very truly, 

WINSTEAD, MCGUIRE, SECHREST & MINICK, P.C. 

By=---------------------------------------
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EXHIBIT "F" 

[Wins'bead, McGuire, Sechrest & Minick, P .C. Letterhead] 

-------------' 1985 

Board of Regents of 
The University of Texas System 
201 W. Seventh Street 
Austin, Texas 78701 

Re: $109,000,000 Credit Agreement, among Board of Regents of 
The University of Texas System (the "Board"), MBank 
Dallas, National Association ("Bank"), and MBank Austin, 
National Association ("Agent"), dated December _, 1985 
(the "Agreement" ) 

Gentlemen: 

We have acted as special counsel to the Agent and to the Bank 
in connection with the Agreement among the Board, the Bank and the 
Agent, and the issuance of a promissory note of the Board (the -
"Promissory Note") in the principal amount of $109,000,000. Terms 
defined in the Agreement not otherwise defined herein shall have 
the meaning ascribed to them in the Agreement. This opinion is 
provided to the Board pursuant to Section 3.0l(b)(iii) of the 
Agreement. 

ing: 
In connection with this opinion, we have examined the follow-

1. the Resolution; 

2 . the Agreement; 

3. the Promissory Note; 

4. the Articles of Association and Bylaws of the Bank, 
certificate of organization of the Bank from the Comp
troller of the Currency of the United States of America, 
certificates as to corporate proceedings and resolutions 
of Bank authorizing the execution and delivery of, and 
performance under, the Agreement; and 
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S. such other instruments, certificates, documents and 
provisions of the laws of the United States of America 
as we have deemed relevant and necessary in order to 
eiJ.able us to render this opinion. 

In our examination, we have assumed the authenticity of all 
documents and agreements submitted to us as originals, conformity 
to the originals of all documents and agreements submitted to us 
as certified or photostatic copies, the authenticity of the origi
nals of such latter documents and agreements, and the accuracy of 
the sta~ements contained in such certificates. We have also 
assumed that the Agreement and the Promissory Note constitute 
valid and binding agreements of the Board, enforceable in accor
dance with their respective terms as to the Board. 

Based upon the foregoing, and subject to the qualifications 
described below, we are of the opinion that, under applicable laws 
of the United States of America in force and effect on the date 
hereof: 

1. Bank is a national banking association, duly organized 
and validly existing under the laws of the United States of 
America. Bank has all necessary power and authority to conduct 
its business and perform its obligations under the Agreement. 

2. The Agreement has been duly authorized, executed and 
delivered by the Bank and constitutes the valid and binding obli
gation of the Bank, enforceable against Bank in accordance with 
its terms, except (a) as limited by bankruptcy, insolvency, reor
ganization, moratorium, liquidation and other similar laws now or 
hereafter in effect relating to, or affecting generally the 
enforcement of creditors' rights and remedies against, national 
banking associations, as the·sarne may be applied in the event of 
the bankruptcy, insolvency, liquidation, reorganization or similar 
situation of Bank or a moratorium applicable to Bank, and (b) that 
no opinion is expressed as to the availability to the holders of 
the Project Notes issued pursuant to the Resolution, the Board, 
any trustee in bankruptcy or any other Person against Bank of any 
equitable remedies, including specific performance and injunctive 
relief. 

3. No authorization, consent or approval of any govern
mental authority of the United States of America or any state or 
any political subdivision thereof or any agency, department, 
commission, board, bureau or court having jurisdiction over any of 
the Bank not already obtained is required in connection with the 
valid execution and delivery of the Agreement by Bank or in con
nection with the performance by each of the Bank of its respective 
obligations under the Promissory Note. 
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With respect to the op~n~on stated in paragraph 2. above as 
to enforceability of the Agreement, we have assumed compliance by 
the Bank with its lending limits under applicable law. 

This opinion is given as of the date hereof, and we undertake 
no, and hereby disclaim any, obligation to advise you of any 
change in any matters set forth herein. Further, this opinion is 
to be used solely for the benefit of the Board, their respective 
successors and assigns, and this opinion may not be relied upon in 
any manner nor used by any other person, other than Morgan Guar
anty Tru-st Company of New York, as the Paying Agent appointed 
pursuant to the Resolution. 

cc: Morgan Guaranty Trust 
Company of New York 

23 Wall Street 
P. 0. Box 495 
New York, New York 10015 

Very truly yours, 

WINSTEAD, McGUIRE, SECHREST & MINICK, 
A Professional Corporation 

By:=---~~~~---------------------
Darrel A. Rice 
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ATTACHl.'\lENT C 

OFFICIAL NOTICE OF SALE 

$100,000,000 
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM 

PERMANENT UNIVERSITY FUND 
VARIABLE RATE NOTES 

SERIES A 

The Sale 

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

Address of Bids: Sealed bids, plainly marked "BID FOR 
VARIABLE RATE NOTES," should be addressed and delivered to the 
"Board of Regents of The University of Texas System, c/o Mr. 
Michael E. Patrick, Executive Vice Chancellor for Asset 
Management, The University of Texas System, 210 W. 6th Street, 
Austin, Texas 78701" prior to 12:00 p.m., C.S.T., on 
December 16, 1985. All bids must be submitted on the Official 
Bid Form, without alteration or interlineation. 

Place and Time of Bid Opening and Award: Representatives of 
the Board will open and publicly read the bids for the purchase 
of the Notes in the office of the Executive Vice Chancellor for 
Asset Management, The University of Texas System, 210 W. 6th 
Street, Austin, Texas at 12:00 noon, C.S.T., on December 16, 
1985, and will award the Notes (or reject all bids) by 
12:15 p.m., c.s.T~, on such date. 

The Notes 

Description: The ·Initial Note will be dated as of the date 



of initial deli very of the Notes to the Purchaser. The Notes 
will bear interest at the rate of interest named by the Purchaser 
from the date of initial delivery of the Notes until December 20, 
1985 (the "Mandatory Tender Date"). ON THE MANDATORY TENDER 
DATE, THE NOTES ARE SUBJECT TO MANDATORY TENDER FOR PURCHASE, 
WITHOUT RIGHT OF RETENTION BY THE REGISTERED OWNER THEREOF, AT A 
PURCHASE PRICE EQUAL TO THE PRINCIPAL AMOUNT THEREOF PLUS ACCRUED 
INTEREST FROM THE DATE OF INITIAL DELIVERY THEREOF. Thereafter, 
the Notes will bear interest at a variable rate, set in the 
manner described in the Official Statement for the Notes. Refer
ence is hereby made to the Official Statement, which describes in 
greater detail the terms of the Notes, including their maturity 
and payment and the security therefor. 

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

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

Conditions of the Sale 

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

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

Deli very of the Notes and Accompanying Documents 

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

Delivery: Delivery will be accomplished by the issuance and 
delivery of the Initial Note, signed manually or in facsimile by 
the Chairman and the Executive Secretary of the Board, together 
with evidence of the approval of the Notes by the Attorney 
General of the State of Texas, and registration by the 
Comptroller of Public Accounts of the State of Texas. Deli very 
of the Notes will be at the corporate trust office of the 
registrar. Payment for the Notes must be made in immediately 
available funds for unconditional credit to the Board, or as 
otherwise directed by the Board. It is anticipated that delivery 
can be made on December 17, 1985, and it is understood and agreed 
that the Purchaser will accept delivery and make payment for the 
Notes by 12:00 Noon, E.S.T. on December 17, 1985, or thereafter 
on December 18, 1985, if the Notes are tendered for delivery on 
such date. If for any reason the Board is unable to make 
delivery on or before December 18, 1985, then both the Board and 
the Purchaser shall be relieved of any further obligation. 

Conditions of Delivery: The obligation of the Purchaser to 
take up and pay f.or the Notes is subject to the Purchaser 1 s 
receipt of (a) the joint legal opinion of McCall, Parkhurst & 
Horton, Dallas, Texas, and Vinson & Elkins, Houston and Austin, 
Texas, Co-Bond Counsel for the Board ("Co-Bond Counsel"), (b) the 
certification of the Official Statement, and (c) the 
no-litigation certificate, all as further described. below. 

Legal Opinions: The Notes are offered when, as, and if 
issued, subject to the unqualified legal opinion of the Attorney 
General of the State of Texas, and of McCall, Parkhurst & Horton 
and Vinson & Elkins (see "Legal Matters" in the Official 
Statement); the opinion of said firms will be printed on the 
Notes (excepting the Initial Notes) . 

Certification of Official Statement: The financial data and 
other information contained in the Official Statement have been 
obtained from the Board 1 s records and other sources which are 
believed to be reliable. At the time of payment for and delivery 
of the Bonds, the Purchaser will be furnished a certificate, 
executed by the Executive Vice Chancellor for Asset Management, 
acting in his official capacity, to the effect that to the best 
of his knowledge and belief: (a) the Official Statement, dated 
December , 1985, and any addenda, supplement or amendment 
thereto, on the date of such Official Statement, on the date of 
the sale of the Notes and the acceptance of the best bid therefor 
and on the date of the delivery, did not and does not contain an 
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untrue statement of a material fact or omit to state a material 
fact required to be stated therein or necessary to make the 
statements therein, in the light of the circumstances under which 
they were made, not misleading; and (b) there has been no 
material, adverse change in the financial condition of the Board 
from that reflected in the Board's unaudited and audited 
financial statements and other financial information contained in 
the Official Statement. 

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

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

General 

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

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

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

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

December 1 1985 

Executive Vice Chancellor for 
Asset Management 

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

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

Gentlemen: 

December 16, 1985 

Reference is made to your Official Statement and Official 
Notice of Sale, dated December , 1985, of The University of 
Texas System Variable Rate Notes ,-Series A (the "Notes"), both of 
which constitute a part hereof. 

For your legally issued Notes, as described in said Official 
Notice of Sale and Official Statement, we will pay you par, plus 
a cash premium of $ , for Notes bearing interest at the 
rate of % from the date of initial delivery of the Notes 
until December 20, 1985 (the "Mandatory Tender Date"). We 
understand that on the Mandatory Tender Date·, the Notes are 
subject to mandatory tender for purchase, without right of 
retention by the registered owner, at a purchase price of par 
plus accrued interest from the date of initial delivery of the 
Notes. 

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

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

We agree to accept delivery of and make payment for the 
Initial Note in immediately available funds at a place to be 
designated by an authorized representative of the Board no later 
than 12:00 Noon, E.S.T., on December 17, 1985, or thereafter on 
December 18, 1985, if the Initial Note is tendered for delivery 
on that date, pursuant to the terms set forth in the Official 
Notice of Sale. 

Respectfully submitted, 

By~--~--~----------~----
Authorized Representative 



ACCEPTED this 16th day of December, 1985, by the undersigned 
authorized representative of The Board of Regents of The Univer
sity of Texas System. 

By~--~--~----------~----
Authorized Representative 
The University of Texas System 



ATTACHMENT D 

PAYING AGENT/REGISTRAR AGREEMENT 

THIS AGREEMENT (this "Agreement"), is entered into as of 
December 1, 1985,· by and between the Board of Regents of The 
University of Texas System (the "Board"), and Morgan Guaranty 
Trust Company of New York, New York, New York, (the "Bank"). 

RECITALS OF THE ISSUER 

Pursuant to ~ resolution adopted by the Board on December ~, 
1985 (the "Resolution"), the Board has duly provided for the 
issuance, from time to time, of its notes, entitled "Board of 
Regents of The University of Texas Systems Permanent University 
Fund Commercial Paper Notes, Series A" (the "Commercial Paper 
Notes") and "Board of Regents of The University of Texas System 
Permanent University Fund Variable Rate Notes, Series A" (the 
"Variable Rate Notes" and, together with the Commercial Paper 
Notes, the "Notes''); provided that the aggregate principal amount 
of the Notes at any one time outstanding pursuant to the 
Resolution may not exceed $100,000,000; 

Variable Rate Notes issued under the Resolution shall be in 
fully registered form, without coupons, and Commercial Paper 
Notes issued under the Resolution shall be in registered form, 
without coupons, provided that such Commercial Paper Notes may be 
registered to bearer; 

All things necessary to make the Notes the valid obligations 
of the Board, in accordance with their terms, will be done upon 
the issuance and delivery thereof; 

The Board and the Bank wish to provide the terms under which 
the Bank will act as Paying Agent to pay the principal and 
interest on the Notes and to pay the purchase price of tendered 
Notes, all in accordance with the terms thereof, and under which 
the Bank will act as Registrar for the Notes; 

The Board and the Bank have duly authorized the execution 
and delivery of this Agreement; and all things necessary to make 
this Agreeme~t the valid agreement of the parties, in accordance 
with its terms, have been done. 

NOW, THEREFORE, it is mutually agreed as follows·: 



Section 1. 01. 

ARTICLE ONE 

APPOINTMENT OF BANK AS 
PAYING AGENT AND REGISTRAR 

Appointment. 

The Board hereby appoints the Bank to act as Paying Agent 
with respect to the Notes, to pay to the Holders {as defined in 
the Resolution) of the Notes the principal of and interest on all 
or any of the Notes including the purchase price of any Notes 
tendered for purchase by said Holders, all in accordance with the 
terms and provisions of this Agreement and Resolution. 

The Board hereby appoints the Bank as Registrar with respect 
to the Notes, to authenticate the Notes and to register the 
transfer, exchange or assignment of Notes, all in accordance with 
the terms and provisions of this Agreement and the Resolution. 

The Bank hereby accepts its appointment, and agrees to act 
as Paying Agent and Registrar, and to perform all obligations 
imposed upon it as Paying Agent and Registrar under the 
Resolution and this Agreement. 

Section- 1. 02. Compensation, Payment of Legal Expenses. 

As compensation for the Bank's services as Paying Agent and 
Registrar, the Board hereby agrees to pay the Bank its customary 
and reasonable fees in accordance with the fee schedule attached 
hereto as Exhibit A, or as otherwise agreed by the parties 
hereto. The Board also agrees to reimburse the Bank for the 
reasonable fees and expenses paid by the Bank for legal services 
rendered to it in connection with the discharge of its duties 
hereunder. 

ARTICLE TWO 

DEFINITIONS 

Section 2. 01. Definitions. 

For all purposes of this Agreement, except as otherwise 
expressly provided or unless the context otherwise requires: 

"Bank" means the party identified as such on the first page 
of this Agreement. 

"Bank Office" means the corporate trust office of the Bank 
as indicated on the signature page of the Bank hereon. The Bank 
will notify the ~oard in writipg of any change in location of the 
Bank Office. 
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"Board" means the party identified as such on the first page 
of this Resolution. 

"Commercial Paper Notes" has the meaning set forth in the 
recitals to this Agreement. 

"Notes" has the meaning set forth in the recitals to this 
Agreement. 

"Redemption Date" when used with respect to any Note to be 
redeemed means the date fixed for such redemption pursuant to the 
terms of the Resolution. 

"Registration Books" means the books or records relating to 
the registration, payment and transfer or exchange of Notes 
maintained by the Bank, as Registrar, pursuant to this Agreement 
and the Resolutions. 

"Variable Rate Note" has the meaning set forth in the 
recitals to this Agreement. 

"Stated Maturity" when used with respect to any Note means 
the ·date specified in the Resolution as the date on which the 
principal of such Note is due and payable. 

ARTICLE THREE 

PAYING AGENT 

Section 3. 01. Advances by the Paying Agent. 

To the extent that the Remarketing Agent (as defined in the 
Resolution) has given notice (as provided in Section 4.0l(e) of 
the Resolution) that it has remarketed Variable Rate Notes and 
that the full purchase price thereof required to be paid on the 
purchase date wil.l be paid to the Paying Agent for deposit in the 
Series A Note Payment Fund (as defined in the Resolution), then 
the Paying Agent may, but shall not be obligated to, credit the 
Series A Note Payment Fund in the amount of such purchase price._ 
To the extent the Paying Agent has so credited the Series A Note 
Payment Fund, it shall not be required to obtain funds from the 
Board in respect of such Variable Rate Notes on such date. If 
the Paying Agent makes any such credit to the Series A Note 
Payment Fund in immediately available funds, such credit shall 
represent an advance by it to the Board to be repaid from the 
purchase price of the remarketing or by the Board in the event 
that such purchase price is not received by the Paying Agent. It 
is intended that any such advance shall be for no longer than 24 
hours. Interest on each unpaid advance shall be at a rate 
negotiated between the Paying Agent and the Board and shall begin 
to accrue on the day of the advance. 
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ARTICLE FOUR 

REGISTRAR 

Section 4. 01. Unauthenticated Notes. 

The Board shall provide an adequate inventory of 
unauthenticated Notes to facilitate transfers. The Bank 
covenants that it will maintain such unauthenticated Notes in 
safekeeping and will use reasonable care in maintaining such 
Notes in safekeeping, which shall be not less than the care it 
maintains for debt securities of other government entities or 
corporations for which it serves as registrar, or which it 
maintains for its own bonds. 

Section 4. 02. Form of Registration Books. 

The Bank as Registrar will maintain the records of the 
Registration Book in accordance with the Bank's general practices 
and procedures in effect from time to time. 

Section 4. 03. Reports. 

The Bank will provide the Board reports not less often than 
once each three months, which reports will describe in reasonable 
detail all transactions pertaining to the Notes and the 
Registration Books. The Board may also inspect and make copies 
of the information in the Registration Books at any time the Bank 
is customarily open for business, provided that reasonable time 
is allowed the Bank to provide an up-to-date listing or to 
convert the information into written form. 

The Bank will not release or disclose the content of the 
Registration Books to any person other than to, or at the written 
request. of, an authorized officer or employee of the Board, 
except upon receipt of a subpoena or court order. Upon receipt 
of a subpoena or court order, the Bank will notify the Board 
immediately so that the Board may contest the subpoena or court 
order. 

Section 4. 04. Cancelled Notes. 

All Notes surrendered for payment, redemption, transfer, 
exchange, or replacement, if surrendered to the Bank, shall be 
promptly cancelled by it and, if surrendered to the Board, shall 
be deliyered to the Bank and, if not already cancelled, shall be 
promptly cancelled by the Bank. The Board may at any time 
deliver to the Bank for cancellation any Notes previously 
authenticated and delivered which the Board may have acquired in 
any manner whatsoever, and all Notes so delivered shall be 
promptly cancelled by the Bank. All cancelled Notes held by the 
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Bank shall be destroyed and evidence of such destruction 
furnished to the Board. 

ARTICLE FIVE 

THE BANK 

Section 5. 01. Duties of Bank. 

The Bank undertakes to perform the duties set forth herein 
and in accordance with the Resolution and agrees to use 
reasonable care in the performance thereof. 

Section 5.02. Reliance on Documents, Etc. 

(a) The Bank may conclusively rely, as to the truth of the 
statements and correctness of the opinions expressed therein, on 
certificates or opinions furnished to the Bank by the Board. 

(b) The Bank shall not be liable to the Board for actions 
taken under this Agreement so long as it acts in good faith and 
exercises due diligence with regard to its duties hereunder. 

(c) This Agreement is not intended to require the Bank to 
expend its own funds for performance of any of its duties 
hereunder. 

(d) The Bank may exercise any of the powers hereunder and 
perform any duties hereunder either directly or by or through 
agents or attorneys. 

·section 5. 03. Recitals of Board. 

The recitals contained in the Resolution and the Notes shall 
be taken as the statements of the Board, and the Bank assumes no 
responsibility for their correctness. 

Section 5. 04. May Own Notes. 

The Bank, in its individual or any other capacity, may 
become the owner or pledgee of Notes with the same rights it 
would have if it were-not the Paying Agent and Registrar for the 
Notes. 

Section 5. 05. Money Held by Bank. 

Money held by the Bank hereunder shall be held in trust for 
the benefit of the Holders of the Notes. 

The Bank shall be under no obligation to pay interest on any 
money received by it hereunder. 
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Any money deposited with the Bank for the payment of the 
principal or interest on or purchase price of any Note and 
remaining unclaimed for years after the stated maturity of 
the Note will be paid by the Bank to the Board, upon receipt of a 
written request signed by an Authorized Representative (as 
defined in the Resolution) of the Board, and the Board and the 
Bank agree that the Holder of such Note shall thereafter look 
only to the Board for payment thereof, and that all liability of 
the Bank with respect to such moneys shall thereupon cease. 

ARTICLE SIX 

MISCELLANEOUS PROVISIONS 

Section 6. 01. Amendment. 

This Agreement may be amended only by an agreement in 
writing signed by both of the parties hereof. 

Section 6. 02. Assignment. 
This Agreement may not be assigned by either party without 

the prior written consent of the other. 

Section 6. 03. Notices. 

Any request, demand, authorization, direction, notice, 
consent, waiver or other document provided or permitted hereby to 
be given or furnished to the Board or the Bank shall be mailed or 
delivered to the Board or the Bank, respectively, at the 
addresses shown hereon, or such other address as may have been 
given by one party to the other by 15 days written notice. 

Section 6. 04. Effect of Headings. 

The Article and Section ·headings herein are for convenience 
only and shall not affect the construction hereof. 

Section 6. OS. Successors and Assigns. 

All covenants and agreements herein by the Board and the 
Bank shall bind their successors and assigns, whether so 
expressed or not. 

Section 6. 06. Severability. 

If any provision of this Agreement shall be invalid or 
unenforceable, the validity and enforceability of the remaining 
provisions hereof shall not in any way be affected or impaired. 

Section 6. 07. Benefits of Agreement. 
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Nothing herein, express or implied, shall give to any 
person, other than the parties hereto and their successors 
hereunder, any-benefit or any legal or equitable right, remedy or 
claim hereu.nder. 

Section 6. 08 ~ Resolution Governs Conflicts. 

This Agreement and the Resolution constitute the entire 
agreement between the parties hereto relative to the Bank acting 
as Paying Agent/Registrar and if any conflict exists between this 
Agreement and the Resolution, the Resolution shall govern4 

Section 6. 09. Counterparts. 

This Agreement may be executed in any number of counter
parts, each of which shall be deemed an original and all of which 
shall constitute one and the same Agreement. 

Section 6. 10. Term and Termination. 

This Agreement shall be effective from and after its date 
for a term ending on the Stated Maturity date or Redemption Date 
of the last Note to mature or be redeemed, whichever first 
occurs, and may be terminated by the Board at any time upon 

( ) days written notice to the Bank. In the event 
of early termination regardless of circumstances, the Bank shall 
deliver to the Board or its designee all books and records 
pertaining to the Bank's role as Paying Agent/Registrar with 
respect to the Bonds, including, but not limited to, the 
Registration Books. 

Section 6 .11. Governing Law. 

This Agreement shall be construed in accordance with and 
shall.be governed by the laws of the State of New York. 
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~ . . . 

IN WITNESS WHEREOF, the parties hereto have executed this 
Agreement as of the day and year first above written. 

ATTEST: 

Executive Secretary 

(SEAL) 

ATTEST: 

BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

By ______________________________ _ 

Chairman 

ADDRESS: 

MORGAN GUARANTY TRUST COMPANY OF 
NEW YORK 

By 
Tit~1-e-----------------------------

ADDRESS: 

Title -------------------

(SEAL) 
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A'ITACHMENT E 

REMARKETING AGREEMENT 

Remarketing Agreement, dated as of December 1,, 1985, among the Board of 
Regents of the University of Texas System (the "Issuer"), Morgan Guaranty 
Trust Company of New York, as Paying Agent/Registrar (the "Paying Agent/ 
Registrar") under the Resolution, adopted on December 5, 1985 (the 
"Resolution"), relating to $100,000,000 aggregate principal amount of the 
Issuer's Permanent University Fund Variable Rate Notes, Series A (the 
"Securities") and Goldman, Sachs & Co., as Remarketing Agent (the "Agent"). 

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

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

(ii) The Credit Agreement dated as of December 1, 1985 relating to 
the Securities has been duly authorized, executed and delivered and 
constitutes a valid and binding obligation of MBank Dallas, N. A. (the 
"Bank") in accordance with its terms is in full force and effect and will 
be in full force and effect at the time of any remarketing of Securities 
hereunder. 

(iii) The Securities have been rated ___ by Standard & Poor's 
Corporation and such ratings or higher ratings by such statistical rating 
organization will be in effect at the time of any remarketing of Securi
ties hereunder. 

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

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

2. Certain Agreements of the Issuer. 

The Issuer agrees with the Agent that: 



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

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

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

3. Remarketing 

(a) The Issuer appoints the Agent as its exclusive agent for the 
remarketing of the Securities and, in reliance on the representations 
contained herein and subject to the terms hereof, the Agent agrees to use 
iis best efforts to solicit offers to purchase, at a price of 100% of the 
principal amount thereof plus accrued interest, if any, the Securities 
which it has been advised by the Paying Agent/Registrar have been ten
dered by the holders thereof pursuant to the Resolution and to perform 
the other obligations of the Agent as set forth in the Resolution. In 
addition, in recognition of the market conditions expected to exit 
through the end of 1986, the Remarketing Agent agrees to purchase on 
December 20, 1986 those Securities which cannot be remarketed and to 
maintain such investment or so much as cannot be remarketed until January 
3, 19tl6. Those Securities purchased by the Agent and not remarketed 
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shall have successive Flexible Rate Periods of one day's duration through 
January 2, 1986. 

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

(c) As compensation for its services hereunder, the Issuer shall 
pay the Agent an initial fee of together with ongoing 
compensation in the form of a fee of % per annum in respect of the 
aggregate principal amount of the Securities outstanding from time to 
time. Such fee shall be payable in arrears commencing January 1, 1986 
and at the final maturity of the Securities or earlier termination of 
this Agreement. The Issuer also agrees to pay the reasonable 
out-of-pocket expenses of the Agent (including, without limitation, the 
fees and disbursements of its counsel and any costs incurred in 
connection with the preparation, reproduction and delivery of documents) 
incurred in connection with the performance of its obligations hereunder. 

4. The Agent. 

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

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

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

5. Intention of Parties. 
hereto that no purchase, 
provided, or the setting 

sale 
of 

It is the express intention of the parties 
or transfer of any Securities, as herein 
interest rates in respect thereof, shall 
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constitute or be construed to be the extinguishment of any Security or the 
indebtedness represented thereby or the reissuance of any Security or the 
refunding of any indebtedness represented thereby. 

6. Amendments. 

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

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

8. Term. Unless previously terminated, this Agreement shall remain in 
full force and effect until payment in full of the Securities. The Issuer may 
terminate this Agreement at any time by giving at least five business days' 
prior written notice to the Agent and the Paying Agent/Registrar. The Agent 
may terminate this Agreement at any time by giving at least ten business days' 
prior written notice to the Issuer and the Paying Agent/Registrar. The 
representations, warranties and agreements of the Issuer set forth herein 
shall remain in full force and effect regardless of any investigation (or any 
statement as to the results thereof) made by or on behalf of the Agent and 
shall survive the termination or expiration of this Agreement. The Issuer 
shall promptly pay to the Agent the compensation, in accordance with Section 
3 (c), accrued through the effective date of such termination. 

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

If to the Issuer: 

Facsimile Transmission Number: 

If to the Paying Agent/Registrar: 

Facsimile Transmission Number: 

If to the Agent: 

Goldman, Sachs & Co. 
85 Broad Street, 26th Floor 
New York, New York 10004 
Attention: Municipal .Note Desk 
Facsimile Transmission Number: 

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

10. Governing Law. This Agreement shall be governed by and construed in 
accordance with the laws of the State of New York. 
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11. Counterparts. This Agreement may be executed in any number of 
counterparts, each of which when so executed and delivered shall be an 
original, but all such counterparts shall together constitute one and the same 
instrument. 

IN WITNESS WHEREOF, the parties hereto have caused this Remarketing 
Agreement to be duly executed as of the day and year first above written. 
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BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

By --------~----~~~--~------
(Name of Officer) 

(Title) 

MORGAN GUARANTY TRUST 
COMPANY OF NEW YORK 

By --------~---------------------(Name of Officer) · 

(Title) 

GOLDMAN, SACHS & CO. 

(Goldman, Sachs & Co.) 
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In the opinion of Co-Bond Counsel, interest on the Notes is exempt from federal income taxation under 
existing statutes. court decisions, regulations and published rulings. 

$100,000,000 
Board of Regents of 

The University of Texas System 

Permanent Univenity Fund Variable Rate Notes, Series A 

Dated: Date of Issuance Due: December I, 2015 

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

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

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

The Notes will be issued in the denominations of $100,000 and whole m~ltiples thereof while bearing 
interest at Daily, Weekly, Monthly or Quarterly Rates; in denominations of $1,000 and whole multiples 
thereof with a minimum denomination of $100,000 while bearing interest at Flexible Rates; and in 
denominations of $5,000 and whole multiples thereof while bearing interest at a Semiannual or Term Rate or 
at the Fixed Rate. 

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

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

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

All Notes to be Priced 100% 

Dated: • 1985 
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The information contained in this Official Statement has been obtained from the Board and other 
sources which are deemed to be reliable. This Official Statement is submitted in connection with the 
sale of the securities referred to herein, and may not be reproduced or be used, in whole or in part, for 
any other purpose. The delivery of this Official Statement at any time does not -imply that the 
information herein is correct as of any time subsequent to its date. 

No dealer, salesman or any other person has been authorized by the Board or the Remarketing 
Agent to give auy information or to make any representations other than as contained in this Official 
Statement in connection with the offering described herein and, if given or made, such other 
information or representation must not be relied upon as having been authorized by any of the 
foregoing. This Official Statement does not constitute an offer of any securities, other than those 
described on the cover page, or an offer to sell or a solicitation of an offer to buy in any jurisdiction in 
which it is unlawful to make such offer, solicitation or sale. 

TABLE OF CONTENTS 

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

Term 
Reside nee Exl!iration 

Mr. Jess Hay, Chainnan ...........•................................ 
Mr. Robert B. Baldwin, Ill, Vice Chairman ............•.•........... 
Mr. Shannon H. RatlifF, Vice Chairman ............................ . 
Mr. Jack S. Blanton •...•....•...•...........•.................... 
Mrs. Janey Slaughter Briscoe ..••....................•....•........ 
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$100,000,000 
Board of Regents of 

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

INTRODUCTORY STATEMENT 

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

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

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

The Board has outstanding $345,970,000 of Permanent University Fund Refunding Bonds, Series 
1985 which together with any additional bonds and notes hereafter issued on a parity with such Series 
1985 Bonds (collectively, the .. First Lien Obligations") and the interest thereon are equally and 
ratably secured by and payable from a first lien on and pledge of the Interest of The University of 
Texas System in the Available University Fund. The Resolution provides that the Notes and the 
interest thereon are secured by a lien on and pledge of the Interest of the University of Texas System 
in the Available University Fund on a junior and subordinate basis to the First Lien Obligations and 
certain other obligations which may hereafter be issued (the First Lien Obligations and such other 
obligations collectively, the "Fund Priority Obligations"). See "Security for the Notes". 

The Board will also enter into a Credit Agreement with MBank Dallas, National Association (the 
••Agreement"}, pursuant to which MBank Dallas, National Association (the ''Bank") will agree during 
the 10 year term of the Agreement to make advances provided certain conditions are met to refund 
amounts due on the Notes, which advances are to be evidenced by a note (the "Revolving Note") 
authorized by the Resolution to be issued on a parity with the Notes. See 'lhe Agreement and 
Revolving Note". 

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

THE NOTES 

The Notes will be initially issued in the ll&gfe&a!e principal amount of $100,000,000 and initially 
will bear interest at Flexible Rates. The Notes.wil4 qaature on December 1, 2015, and are subject to 
redemption prior to maturity as set forth below, Thf principal or redemption price of the Notes is 
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payable at the corporate trust office of Morgan Guaranty Trust Company of New York, New York, New 
York, as Paying Agent/Registrar. 

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

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

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

Dail11 Rate. While the Notes bear interest at a Daily Rate, the interest rate established for the 
Notes will be effective from day to day until changed by the Remarketing Agent in accordance 
with the Resolution. 

Weekl11 Rate. While the Notes bear interest at a Weekly Rate, the interest rate on the Notes 
will be determined weekly by the Remarketing Agent in accordance with the Resolution to be 
effective for a seven-day period commencing on Wednesday of the following week. 

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

Quarterl11 Rate. While the Notes bear interest at a Quarterly Rate, the interest rate will be 
determined quarterly by the Remarketing Agent in accordance with the Resolution to remain in 
effect for a, three-month period. 

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

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

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

Interest oil the Notes will be calculated on the basis of365-day year, for the actual number of days 
elapsed while the Notes bear interest at Flexible Rates or at a Daily, Weekly, Monthly or Quarterly 
Rate. Interest will be calculated on the basis of a 360-day year of twelve thirty-day months while the 
Notes bear interest at a Semiannual, Term or Fixed Rate. Interest on a Note for a Flexible Rate Period 
will be paid in immediately available funds to the registered owner at the end of that Flexible Rate 
Period upon presentation and surrender of the Note. While the Notes bear interest at a Daily, Weekly, 
Monthly or Quarterly Rate, interest will be paid by check mailed to the registered owner or, at the 

I written election of the registered owner delivered to the Paying Agent prior to the close of business on 

2 
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the Business Day immediately preceding the interest payment date for which such election will be 
effective, in immediately available funds to the owner of record at the close of business on such 
Business Day (such immediately available funds to include wire transfer within the continental United 
States, federal funds check or deposit into the account of such registered owner if 'uch account is 
maintained with the Paying Agent/Registrar). While the Notes bear interest at a Semiannual. Term or 
Fixed Rate, interest will be paid by check mailed to the owner of record at the close of business on the 
15th day of the month preceding the interest payment date whether or not a Business Day or by such 
other method requested by and at the risk and expense of the registered owner. 

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

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

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

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

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

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

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

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

While in the Flexible Rate mode, each Flexible Rate shall be determined by the Remarketing 
Agent in connection with the sale of the Note or Notes to which they relate by the offer and 
acceptance of purchase commitments for such Notes at a Flexible Rate or Rates and for such Flexible 
Rate Periods as it deems to be advisable in order to minimize the net interest cost on the Notes under 
prevailing market conditions and shall notify an Authorized Representative of the Flexible Rate Period 
and the Flexible Rate for each Variable Rate Note by providing telephonic notice of such period and 
rate to the Authorized Representative. If the Flexible Rate Period is approved by an Authorized 

3 
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Representative (and it will be deemed to be approved if it is not rejected by an Authorized 
Representative within thirty minutes after such telephonic notice) it shall become effective on the 
first day of the next succeeding Flexible Rate Period. If the period is rejected by an Authorized 
Representative, the next succeeding Flexible Rate Period shall be of one days duration. 

The determination by the Remarketing Agent of the Flexible Rates or Variable Rate to be borne 
by the Notes shall be conclusive and binding on the holders of the Notes, the Board, the Paying 
Agent/Registrar and the Bank. Failure by the Paying Agent/Registrar to give any notice, or any defect 
therein, shall not affect the interest rate borne by the Notes or the rights of the owners thereof. In the 
event that the Remarketing Agent is unable, or fails, to determine the Flexible Rates or the Variable 
Rate, the Flexible R1des or the Variable Rate shall remain those in effect for the then current Flexible 
Rate Period or Rate Period. In no event shall the interest rate borne by the Notes exceed 15% per 
annum. 

Optional Tender 

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

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

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

~andatory Tender 

The Notes are required to be tendered for purchase, at a purchase price equal to the principal 
amount thereof plus accrued interest, to the Paying Agent/Registrar on the effective date of any 
change between interest rate modes except changes between the Daily and Weekly Rate Modes, 
subject, however, to the right of registered owners to elect to retain their Notes as described in the 
table under "Summary of Certain Provisions of the Notes." Any registered owner electing to retain 
Notes shall have no right to tender such Notes prior to the effective date of the change in interest rate 
mode and such election shall be irrevocable and binding upon the registered owner and all subsequent 
registered owners Qf such Notes. Additionally, each Note bearing interest at a particular Flexible Rate 
must be tendered by the registered owner for purchase at the expiration of the term of such Flexible 
Rate for that Note subject, however, to the right of the registered owner to elect to retain his 
investment in the Note by irrevocable telephonic or written notice delivered to the Remarketing 
Agent not later than 3;00 p.m. New York City time (or 12:45 p.m. New York City time on the expiration 
date in the event of Notes with a Flexible Rate Period of one day) on the day before the expiration of 
the then current term of such· Flexible Rate for that Note; provided, however, that th_e registered 
owners shall not have the right to retain possession of their investment in the Notes at the end of the 
initial Flexible Rate Period for the originally issued Notes. In the event a registered owner of a Note 
bearing interest at a Flexible Rate desires to retain his investment, the registered owner must present 
his Note to the Paying Agent/Registrar iq exchange for payment of principal and accrued interest in 

4 
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immediately available funds and the Paying Agent/Registrar will authenticate and deliver a substitute 
Note for the term of the succeeding Flexible Rate Period in replacement of the old Note. 

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

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

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

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

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

On any conversion to a Daily, Weekly, Monthly or Quarterly Rate Period, any Note in a 
denomination which is not a whole multiple of $100,000 is subject to mandatory tender for purchase on 
the applicable Conversion Date at a purchase price equal to the principal amount thereof; provided, 
however, that any registered owner may elect to retain any portion of its Notes which is in the 
denomination of $100,000 or a whole multiple thereof. On any conversion to a Semiannual or Term 
Rate Period, any Note in a denomination which is not a whole multiple of $5,000 is subject to 
mandatory tender for purchase on the applicable Conversion Date at a purchase price equal to the 
principal amount thereof; provided, that any registered owner may elect to retain any portion of its 
Notes which is in the denomination of $5,000 or a whole multiple thereof. On any conversion to 
Flexible Rate Periods, any Variable Rate Note which is not in the denomination of $100,000 or a whole 
multiple of $1,000 above $100,000 is subject to mandatory tender for purchase on the Flexible Rate 
Conversion Date at a purchase price equal to the principal amount thereof; provided, however, that 
any registered owner may elect to retain any portion of its Variable Rate Note which is in the 
denomination of $100,000 or a whole multiple of $1,000 above $100,000. 

Interest on any Note which the registered owner has not elected to continue to own after a 
mandatory tender date and which is not tendered on the mandatory tender date, but for which there 
has been irrevocably deposited with the Paying Agent/Registrar ap ·amount sufficient to pay the 
purchase price thereof, shall cease to accrue on the mandatory tender date, and the registered owner 

5 
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of such Note shall not be entitled to any payment other than the purchase price for such Note, and 
such Note shall no longer be outstanding and entitled to the benefits of the Resolution, except for the 
payment of the purchase price of such Note from moneys held by the Paying Agent/Registrar for such 
payment. On the mandatory tender date the Paying Agent/Registrar shall authenticate and deliver 
substitute Notes in lieu of such untcmdered Notes. 

Rate Mode Change 

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

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

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

Any registered owner ofNotu who mau be unable to take timelu action on anu notice should consider 
whether to make arrangements for another person to act in his or her stead. 

Written Notice of Rate 

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

Summary of Certain Provisions of the Notes 

While the Notes bear interest at Flexible Rates or a Daily, Weekly, Monthly, Quarterly, 
Semiannual or Term Rate, the dates on which interest will be paid (the "Interest Payment Dates"), the 
date each interest rate will be determined (the "Rate Determination Date"), the date each interest 
rate will become effective (the "Effective Date of Rate .. ), the period of time each interest rate will be 
in eflect (the "Flexible Rate Period/Rate Period"), the requirements for notice to registered owners of 
interest rate adjustments (the ''Written Notice of Rate"), the dates on which registered owners may 
tender their Notes for purchase to the Paying Agent/Registrar and the notice requirements therefor 
(the ''Optional Tender Dates; Owner's Notice of Optional Tender"), the requirements Tor physical 
delivery of tendered Notes and payment prov.is .. ops therefor ("Physical Delivery of and Payment for 
Notes Subject to Optional and Mandatory Tender·'), the qotice requirements in order to change from 
one interest rate mode to a different interest rate QlQde ('•Written Notice of Rate Mode Change"), the r. , 

6 
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.date on which Notes are subject to mandatory tender for purchase in the event of a change from one 
interest rate mode to a different interest rate mode or in the event of a change from one Flexible Rate 
Period to another Flexible Rate Period ('•Mandatory Tender Date Upon Rate Mode Change or Upon 
Flexible Rate Period Change") and the provisions relating to each registered owner's right to elect to 
retain his Notes in the event the Notes are subject to mandatory tender as described above (the 
··owner's Election to Retain Notes Upon Rate Mode Change When Converting to Designated Rate or 
Upon Flexible Rate Period Change"") are shown in summary in the following table (all times shown are 
New York City time). A .. Business Day"' is defined in the Resolution to be any day (a) when banks are 
open for business in Dallas, Texas, and Austin, Texas and (b) when banks are not authorized to be 

I closed in New York, New York. All references to time are in New York City time. 
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Interest Payment Dates 

Bate Determination Date 

EfFective Dale of Bate; 
Flexible Rate Period/Rate 
Period 

Written Notice of Rate 

Optional Tender Dates; 
Owner's Notic:e of Optional 
Tender 

Physical Delivery of and 
Paymenl for Bonds Subject to 
Optional and Mandatory 
Tender 

Written Notice of Rate Mode 
Challge · 

Mandatory Tender Date Upon 
Rate Mode Change or Upon 
Flea.ible Rate Period Change 

Owner's Election to Retain 
Bonds Upon Rate Mode 
Change When Con"·erting to 
Desigf!ated Rate or Upon 
Flexible Rate Period Change 

Fledble Rates Daily Rate Weekly Rate 

With Respect to any Note, the First Business Day of each First Business Day of each 
last day of Flexible Rate Period calendar month calendar month 
for that Note 

For each Note, prior to the &rst 
day of the Flexible Rate Period 
for that Note 

For each Note, &rst day of 
Flexible Rate Period for that 
Note; for each Note, Flexible 
Rate eJrective for designated 
pricing term for that Note (not 
to exceed 180 days) ending on a 
Business Day 

~ 

To owner upon purchase by 
confirmation mailed by 
Remarketing Agent 

None; None 

To Paying Agent/Registrar by 
3:00 p.m. on designated tender 
date for each Note, payment 
same day 

Paying Agent/Registrar to mail 
notice to owners at least 30 days 
prior to elective date of Rate 
Mode Change; no notice given 
if Flexible Rates continue 

For each Note, last day of 
Flexible Rate Period for that 
Bond 

While in Flexible Rate Mode: 
Owner may elect to retain 
investment in a Note upon 
notice to Remarketing Agent 
not later than 3:00 p.m. on 
Business Day before Note Is 
subject to mandatory tender. 
Change from Variable Rate: 
Upon written notice to Paying 
Agent/Registrar delivered at 
least 3 Business Days prior to 
EJI"ective Date of Rate 

On any Business Day between 
1:00 p.m. and 4:00 p.m. 
Immediately preceding Date of 
Rate. 

Next Business Day following 
each Rate Determination Date; 
Daily Rate elective for one 
Business Day and for each 
Business Day thereafter until 
reset by Remarketing Agent 

Paying Agent/Registrar to mail 
owner monthly con&rmation 
statement within 7 Business 
Days after Interest Payment 
Date 

Any Business Day; Telephonic 
notice by owner to Paying 
Agent/Registrar and Remar
keting Agent on or prior to 
11:00 a.m. on such Business Day 

To Paying Agent/Registrar by 
1:00 p.m. on desi.s:nated tender 
date; payment by . 3:00 p.m. 
same day 
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If change to Weekly Rate, 
Paying Agent/Registrar to mail 
owners notice at least 15 days 
prior to elective date of Rate 
Mode Change. If change to 
Flexible, Monthly or longer 
Rate, Paying Agent/Registrar to 
mail owners notice at least 30 
days prior to elective date of 
Rate Mode Change 

Effective date of Rate Mode 
Change, except no mandatory 
tender on change to Weekly 
Rate 

Change from Weekly Rate: No 
prior election necessary for 
owner to retain Notes. Change 
from Monthly or longer Rate: 
Owner may elect to retain 
Notes upon written notice to 
Paying Agent/Registrar deliv
ered on Business Day at least 15 
days prior to E&"ective Date of 
Rate. Change from Flexible 
Rate: Owner may elect to retain 
Notes upon written notice to 
Paying Agent/Registrar deliv
ered on Business Day at least 7 
days prior to Ell"ective Date of 
Rate 

Tuesday or next Business Day 
of week preceding E&"ective 
Date of Rate 

Wednesday of week following 
each Rate Determination Date; 
Weekly Rate elective through 
Tuesday of next week 

Paying Agent/Registrar to mail 
owner monthly con&rmation 
statement within 7 Business 
Days after Interest Payment 
Date 

Any Business Day; Written 
notice by owner to Paying 
Agent/Registrar on or prior to 
5:00 p.m. on any Business Day 
at least 7 days prior to optional 
tender date 

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

If change to Daily Rate, Paying 
Agent/Registrar to mail ownen 
notice at least 15 days prior to 
elective date of Rate Mode 
Change. If change to Flexible, 
Montlaly or longer Rate, Paying 
Agent/Registrar to mail ownen 
notice at least 30 days prior to 
effecth·e date of Rate Mode 
Change 

Effective date of Rate Mode 
Change, except no mandatory 
tender on change to Daily Rate 

Change from Daily Rate: No 
prior election necesSDry for 
owner to retain Notes. Change 
frona Monthly or longer Rate: 
Owner may elect to retain 
Notes upon written nolice to 
Paying Agent/Registrar deliv· 
ered on Business Day at least 15 
days prior to EO"ectlve Date of 
Rate. Change from Flexible 
Rate: Owner may elect to retain 
Notes upon written notice to 
Paying Agent/Registrar deliv
ered on Business Day at least 7 
days prior to E&"ecti\'e Date of 
Rate 
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Monthly Rate 

First Business Day of each 
calendar month 

Monthly Rate determined by 
12:00 p.m. on Business Day 
preceding Effective Date of 
Rate 

First Business Day of each 
«Y.alendar month: Monthly Rate 
elfective until &rst Business Day 
of next calendar month 

Paying Agent/Registrar to mail 
owner notice of Monthly Rate 
within 7 Business Days after 
Rate Determination D1de 

Any Interest Payment Dale; 
Written notice by ow(ler to 
Paying Agent/Registrar on or 
prior to 5:00 p.m. on any 
Business Day at least 3 Business 
Days prior to optional tender 
date 

To Paying Agent/Registrar by 
1:00 p.m. on designated tender 
date; p~&ynlent by 3:00 p.m. 
same day 

Paying Agent/Registrar to mail 
notice to owners at leasl 30 days 
prior to elfective dare of Rate 
Mode Change 

Quarterly Rate 

First Business Day of third 
calendar month after Effective 
Date of Rate and first Business 
Day of every third month 
thereafter 

Quarterly Rate determined by 
12:00 p.m. on Business Day 
preceding Effective Date or 
Rate 

First Business Day of each 

2
uarterly Rate Period: 
uarterly Rate e&'ective until 
rst Business Day of third 

calendar month thereafter 

Paying Agent/Re_Jistrar to mail 
owner notice of Quarterly Rate 
promptly after Rate Deter· 
mination Dates 

Any Interest Payment Date; 
Written notice by owner to 
Paying Agent/Registrar on or 
prior to 5:00 p.m. on any 
Business Day at least 7 days 
prior to optional tender date 

To Paying Agent/Registrar by 
1 :00 p.m. on aesignated tender 
date; _payment by 3:00 p.m. 
same day 

Paying Agent/Registrar to mail 
notice to owners at least 30 days 
prior to elfective date of Rate 
Mode Change 

Semiannual Rate 

First Business Day of sixth 
calendar month after Effective 
Date of Rate and &rst Business 
Day of every sixth month 
thereafter 

Semiannual Rate determined by 
12:00 p.m. on Business Day 
preceding Effective Date of 
Rate 

First calendar day of each 
Semiannual Rate Period; 
Semiannual Rate efective until 
&rst day of sixth calendar month 
thereafter 

Paying Agent/Registrar to mail 
owner notice of Semiannual 
Rate promptly after Rate 
Determination Dates 

Any Interest Payment Date; 
Written notice by owner to 
Paying Agent/Registrar on or 
prior to 5:00 p.m. on any 
Business Day at least 7 days 
prior to optional tender date 

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

Paying Agent/Registrar to mail 
notice to ownen at least 30 days 
prior to efectlve date of Rate 
Mode Change 

Term Rate 

First Business Day of sixth 
calendar month after Elfective 
Date of Rate and &rst Business 
Day of every sixth month 
thereafter 

Term Rate determined by 12:00 
P·!!l· on Business Day preceding 
Effective Date of Rate 

First calendar day of each Term 
Rate Period; Term Rate 
effective until designated 
anniversary (one or more 
whole years) of Effective Date 
of Rate 

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

First day of next Rate Period; 
Written notice by owner to 
Paying Agent/Registrar on or 
prior to 5:00 p.m. on any 
Business Day at least 1 days 
prior to optional tender date 

To Paying Ageni/Registrar by 
I :00 p.m. on designated tender 
date; payment by 3:00 p.m. on 
designated tender date 

Paying A&ent/Registrar to mail 
notice to owners at least 30 days 
prior to effective date of Rate 
Mode Change 

Effective date of Rate Mode Effective date of Rate Mode Effective date of Rate Mode Effective date of Rate Mode 
Change Change Change Change 

Change from any mode: Owner 
may elect to ret!Jn Notes upon 
written notice delivered to 
Paying Agent/Registrar on 
Business Day at least 7 days 
prior to Effective Date of Rate 

Change from any mode: Owner 
may elect to retain Notes upon 
written notice delivered to 
Paying Agent/Registrar on 
Business Day at least 13 days 
prior to Effective Date of Rate 

9 

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

Change from any mode: Owner 
may elect to retain Notes upon 
written notice delivered to 
Paying Agent/Registrar on 
Business Day at least 15 days 
prior to Effective Date of Rate 
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Conversion to a Fixed Rate 

The Resolution provides that the Board has the right to convert the interest rate on the Notes to a 
Fixed Rate (i) on any date on which interest is payable on all Notes bearing interest at-Flexible Rates, 
or (ii) on any date on which interest is payable while the Notes bear interest at a Daily, Weekly, 
Monthly, Quarterly, Semiannual or Term Rate. To exercise its option, the Authorized Representative 
must deliver to the Paying Agent/Registrar, the Remarketing Agent and the Bank, written notice at 
least 45 days prior to the interest payment date on which the Fixed Rate is to become effective (the 
.. Fixed Rate Conversion Date''). In addition, the Board must deliver to the Paying Agent/Registrar 
prior to the Fixed Rate Conversion Date an opinion of nationally recognized bond counsel to the elTect 
that the conversion to the Fixed Rate is authorized under the provisions of the Resolution and will not 
adversely affect the exemption of interest on the Notes from federal income taxation. 

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

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

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

Remarketing and Purchase 

In the event that notice is received of any optional tender, or if the Notes become subject to 
mandatory tender, the Remarketing Agent shall use its best efforts to sell such Notes at a price of 100% 
of the principal amount thereof plus accrued interest. if any, on the forthcoming optional or 
mandatory tender date. 

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

Optional Redemption 

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

SECURITY FOR THE NOTES 

Pledge Under the Resolution 

Pursuant to constitutional authority, the Resolution provides that the Notes and the interest 
thereon are equally and ratably secured by and payable from a lien on and pledge of the Interest of the 
University in the Available Uniyersity Fund, subject and subordinate to the lien and pledge of the 

10 



Bowne Integrated Typesettin9 Sruem VAX/VMS Job 1 LOAOSHRI563003EIPAG$01SK:IPAGER.EXElPAGER.EXE; 4-0tc:-85 10:U 
le: PAGSOISK:ISTYLESISTYLEOU.BST;10 File: OISKSPAGER:tl0AOSHRJTT0000864. TXT . Fmt C: 100 
.: z Free leU: 600"poinu, Neat 1e111: 1200, Vlun Jl:1 JOB: 011865 PCN: 015.00.00.00 SIN: 7 
RGTS UNI't TX SYS BOWNE Of DALUS (214) 651·1001 

l 

Interest of the University in the Available University Fund to the Fund Priority Obligations heretofore 
or hereafter issued. Additionally, the Board in the Resolution has reserved the right to issue obligations 
with a superior, parity, or inferior lien and pledge of the Interest of the University in the Available 
University Fund subject to the constitutional limitation that the aggregate amount of bDnds and notes 
payable from the Interest of the Univ~rsity in the Available University Fund cannot at the time of 
issuance exceed 20% of the cost value of investments and other assets of the Permanent University 
Fund, exclusive of real estate. See ··constitutional Debt Power, Debt Limitations:· The Board 
currently has outstanding $345,970,000 of Fund Priority Obligations. 

Covenant to Maintain a Credit Facility 

The Board has covenanted that at all times prior to the Fixed Rate Conversion Date it will 
maintain credit facilities with banks in amounts such that, assuming that all then outstanding Notes 
were to become due and payable immediately, the amount available for borrowing under the credit 
facilities would be sufficient at that time to pay the principal of all Notes and 214 days interest on the 
Notes calculated at 15%. No Note shall be issued prior to the Fixed Rate Conversion Date which if, 
after giving e[ect to the issuance thereof and, if applicable, the immediate application of the proceeds 
thereof to retire other Notes covered by the credit facility, the aggregate principal amount of all Notes 
covered by the credit facility would exceed the amount of the credit commitment under the credit 
facility. The availability for borrowing of such amounts under the credit facilities may be subject to 
reasonable conditions precedent, including but not limited to, bankruptcy of the Board. 

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

Creation or Funds and Accounts 

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

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

The Notes represent obligations which are subordinate to the Fund Priority Obligations. The 
resolution authorizing the Fund Priority Obligations bas established in the Treasury of the State of 
Texas a fund known as .. Board of Regents of The University of Texas System Permanent University 
Fund Bonds Interest and Sinking Fund" (the .. Interest and Sinking Fund"). The Fund Priority 
Obligations are payable from moneys required to be transferred to the Interest and Sinking Fund. 
After provision has been made for the payment of the principal of and interest on the Fund Priority 
Obligations, the balance of the Interest of the University of Texas System in the Availabfe University 
Fund shall be made available to the Board to deposit into the Series A Note Payment Fund such 
amounts as are necessary to pay the interest on and/or the principal and premium, if any, of the Notes 
to the extent not paid from the proceeds of Notes, Short Term Obligations, Fund Priority Obligations, 

11 
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or other obligations of the Board issued under the Constitutional Amendment, or from the proceeds of 
Advances under the Agreement. After provision has been made for the payment of the interest and 
premium on and/ or principal of the Notes, the balance of the Interest of the University of Texas 
System in the Available University Fund each year shall be made available to the Boar<} in the manner 
provided by law and by regulations of the Board to be used by the Board as it may lawfully direct. 

To the end that money will be available (i) at the Paying Agent/Registrar in ample time to pay the 
principal of and interest and any premium on the Notes as such principal and interest and any 
premium respectively come due, and (ii) for the Board to pay any fees and expenses payable to the 
Bank or the Remarketing Agent, an Authorized Representative or such other designated officer or 
employee of the Board, shall perform the following duties: 

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

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

Available University Fund 

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

Two-thirds of the amounts attributable to the Available University Fund, after deducting 
administrative expenses, are constitutionally appropriated to the System, to be used for constitution
ally prescribed purposes, and is defined in and for all purposes of the Resolution as the "Interest of The 
University in the Available University Fund." The remaining one-third of the amounts attributable to 
the Available University Fund, after deducting such expenses, is constitutionally appropriated to The 
Texas A&M University System. 

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

12 
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Income, Debt Service Requirements and Coverage 

Table I and Table U, below, contain statements of historical and projected earnings of the 
Permanent University Fund that were and will be deposited, if realized, to the Available University 
Fund, together with projected debt service coverage with respect to the Fund Priority Obligations 
outstanding and the Notes: · 

TABLE I 

PERMANENT UNIVERSITY FUND 
HISTORICAL AND ESTIMATED ANNUAL INCOME(I) 

(000 Omitted) 

Total Available 
Uuivenity 

Fuud (after 
Admiuistratiou 

Fiscal Year Endiug August 31 &penses) (2) 

1980 . . • • • . • • . . • . . . • • • • • • . . . • . • . . • 85,068 
1981 • • • • . • • • • • . . • • . • • • • • . • • • • • • • 106,917 
1982............ . • • • • • • . . • • • . • • • 143,089 
1983............. . . . • . • . . • . . • • • • 156,486 
1984. . • • • • • • • • • • • . • • • . . • . • • . • . . • 171,437 
1985. • • . • . • • • • . • • • • . • • • • • • • • • • • • 187,394 
1986 . • • . • • • • • • • • • • • • • • • . . • . • • • • • 200,500 
1987. . • • • • • • . . • . . • • . • • • . • • • • . . . • 208,200 
1988 . . . • . • . • • • . • . . . • • • . • . • . . . • • • 220,500 
1989. . • • . • • • • . . . • . • . . . . . . . • • . • • • 232,500 
1990. • . . • . • • • . • . • • . . • . • • . • . . • . . • 244,500 

Two-Thirds 
Interest of 
the System 
ia Available 

Univenity Fuud 

• 56,712 
71,278 
95,392 

104,324 
ll4,291 
124,929 
133,800 
138,800 
147,000 
155,000 
163,000 

Other 
lucome(3) 

$4,076 
6,001 
6,003 
6,726 
6,244 
7,100 
6,000 
6,000 
6,000 
6,000 
6,000 

Tobd Income 
Available 

lo Pay Debt 
Service of 
the Bonds 

• 60,788 
77,279 

101,425 
lll,OSO 
120,535 
132,029 
139,800 
144,800 
153,000 
161,000 
169,000 

(I) The amounts stated in the years 1980 through 1984 are audited actual amounts. The 1985 amounts 
are the unaudited amounts reflected in the books of the System. The amounts stated in the years 
1986 through 1990 represent estimates prepared.under the direction of the Administration of the 
System based on investment forecasts and assumptions believed to be reasonable. However, no 
assurance can be or is given that the estimates will not materially differ from actual results in the 
future. 

(2) The expenses of administering the Permanent University Fund constitutes a first claim on the 
income therefrom and are deducted prior to dividing the Available University Fund between tbe 
System and The Texas A&M University System. During the last ten years, the expenses of 
administering the Permanent University Fund have averaged $3,070,000 annually. 

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

PROJECTED COVERAGE OF ESTIMATED DEBT SERVICE ON TilE OUTSTANDING FUND PRIORITY 

OBUGATIONS AND THE NOTES BONDS 

Outstandin& Fund Priority Obli2tions 
Total Estimated 

Income Debt 
Fiscal Year Available Principle Interest Service Aanual 

Erading for Debt Debt Debt OD the Debt 
Aupst 31, Servlce(l) Service Service Notes Service Coverale(3) 

1986 .•....•..•.• $139,800,000 $ 5,925,000 $20,578,105 7,500,000 $34,105,106 4.llx 
1987 ..•.....•..• 144,800,000 12,625,000 28,626,898 7,500,000 48,751,898 2.97x 
1988 •.•.••.••••• 153,000,000 10,320,000 27,900,960 7,500,000 45,720,960 3.35x 
1989 .•.•.•..•.•. 161,000,000 8,895,000 27,255,960 7,500,000 43,650,960 3.69x 
199() •••••••••.•• 169,000,000 7,420,000 26,659,995 7,500,000 41,579,995 4.06x 
1991 •.•...••.... 169,000,000 7,920,000 26,140,595 7,500,000 41,560,595 4.07x 
1992 ..•..••.•••. 169,000,000 8,475,000 25,562,435 7,500,000 41,537,435 4.07x 
1993 •••••••.•.•• 169,000,000 9,095,000 24,918,335 7,500,000 41,513,335 4.07x 
1994 •.•.••••••.• 169,000,000 9,775,000 24,213,473 7,500,000 41,488,473 4.07x 
1995 .•••.•••.••• 169,000,000 10,520,000 23,441,248 7,500,000 41,461,248 4.08x 
1996 ....•••••••• 169,000,000 11,330,000 22,594,388 7,500,000 41,424,388 4.08x 
1997 ............ 169,000,000 12,220,000 21,665,328 7,500,000 41,385,328 4.08x 
1998 ............ 169,000,000 13,215,000 20,638,848 7,500,000 41,353,848 4.09x 
1999 •••••••.•••• 169,000,000 14,315,000 19,508,965 7,500,000 41,323,965 4.09x 
2()0() •••.••••..•• 169,000,000 15,515,000 18,263,560 7,500,000 41,278,560 4.09x 
2001 ............ 169,000,000 24,815,000 16,898,240 7,500,000 49,213,240 3.43x 
2002 •••••••••••. 169,000,000 33,395,000 14,689,705 7,500,000 55,584,705 3.04x 
2003 ..••.••.••.• 169,000,000 36,325,000 11,717,550 7,500;000 55,542,550 3.04x 
2004 ..•.•.•••..• 169,000,000 44,925,000 8,448,300 7,500,000 60,873,300 2.78x 
2005 •....•.....• 169,()0(),000 48,945,000 4,405,050 7,500,000 60,850,050 2.78x 

( 1) The total income available for debt service are estimates prepared under the direction of the 
Administration of the System based on investment forecast and assumptions believed to be 
reasonable· estimates and with respect to fiscal years 1990 and thereafter are repeated. However, 
no assurance can be or is given that the estimates will not materially differ from actual results in 
the future. 

(2) For illustration purposes assumes issuance of $100,000,000 of Notes at an average annual effective 
interest rate of 7.5%. 

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

Constitutional Debt Power, Debt Limitations 

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

Article VII, Section 18(b), the Texas Constitution, authorizes the Board to issue bonds and notes, 
payable from all or any part of its Interest in the Available University Fund for the purpose of (a) 
acquiring land with or without permanent improvements, (b) constructing and equipping buildings or 
other permanent improvements, (c) making major repairs and rehabilitations of buildings and other 
permanent improvements, (d) acquiring capital equipment, library books and library materials, and 
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I 

I 

(e) refunding bonds or notes issued under said section or prior law at or for System administration and 
the component institutions of the System. The pledge and security created and granted in the 
Resolution is accomplished pursuant to the Constitutional Provision. 

The Constitutional Provision limits the aggregate amount of bonds and notes (which are payable 
from the Board's share of the Available University Fund) that may be issued by the Board to amounts 
not exceeding. at the time of issuance, 20% of the cost value of investments and other assets of the 
Permanent University Fund, exclusive of real estate. As of August 31, 1985, the cost value of the 
Permanent University Fund, exclusive of real estate, was $2,316,874,000. Accordingly, as of this date, 
after the issuance of $100,000,000 of Notes, the Board will be authorized to issue an additional 
$17,404,800 of bonds or notes payable from its Interest in the Available University Fund. For the 
purpose of making these calculations, ··cost value .. and ••book value'' are treated as equivalent terms. 

' 
The Constitutional Provision grants similar authority to the Texas A&M University System to issue 

bonds and notes for the purposes of that system, except that (a) such bonds and notes may be made 
payable only from and secured only by that system's one-third interest in the Available University 
Fund, and (b) the aggregate amount of bonds and notes which may be issued by that system is limited 
to 10% of the cost value of the investments and assets of the Permanent University Fund, exclusive of 
real estate, at the time of issuance. 

Future Financings 

I The Constitutional Provision provides that, except for cases of demonstrated need and upon a 
vote of two-thirds of each house of the Texas Legislature, and except in cases of fire or natural disaster, 
member institutions of the System may not receive any funds from the general revenues of the State 
for acquiring land, with or without improvements, for constructing or equipping buildings or other 
permanent improvements, or for major repairs or rehabilitations of buildings or other permanent 
improvements. Accordingly, the needs of the System for capital funds through the issuance of bonds or 

l notes are on-going. While the Board has no present intention to issue any additional Fund Priority 
Obligations or Notes during the remainder of 1985 and early 1986, the Board reserves the right to do 
so. 

Residual Funds After Payment of Bonds 

After the payment of annual debt service on the Fund Priority Obligations and after payment of 
the Notes and any other subordinate lien obligations, constitutional provisions appropriate the 

J remaining amount attributable to the Interest of the University in the Available University Fund as 
follows: (a) first, the sum of $6,000,000 annually, for ten years commencing November 1, 1984, to 
Prairie View A&M University, and (b) the balance to the Board for the support and maintenance of 
The University of Texas at Austin and for the administration of the System. 
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PERMANENT UNIVERSITY FUND 

Introduction 

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

UNIVERSITY LANDS 
(1,100.000 ac:ra) 

Surface Interests I Oil. Gas & Minerals 

l Income 

Pcraaueat Uaiwcnlty Fud 
S2.3 BiUion, current Cost Value of aU assets 
Investment in aovemments, corporate bonds· and equitic5: 

Orazina and I. cannot own more than S'lil of one companr, 
Surface 2. cannot invest more &ban l'lil of PUF' in one 
Income company; and 

3. domestic c:orporalions only. 
Other provisions apply 
Caiu1111 nJes remala u pan ur corpus 

Jlnvestmenl Income 

Awallablc UaheniiJ Flllld 

J 
Administration 

E&pcases 

• • I ~ to UT SySlCm I I ~ to Teus A&M System I 
• i 

Secooric) r.. F_. Prierllr O.U.uius MOl N- A&M System authorized lo issue bonds payable solely 
I. Can <~~~lr iUuc &l<MNb 111141 - up 10 - fll- raluc fll PUF. aadu&i .. from its share of Available Univenity Fund, ucept that 

vlllllld. its power to issue bonds is limi&cd to 1011 of cost value 
2. fuad Priori1y Oblipaioas payable lrDIII lint liea 011 lhaR fll UT SJIICIII. 
). Board R>Cnll ricbt Ill iwoc addiaiollal ollliplion 1111 • prior lioa l>a5is 10 ofPUF. 

.... NOICI. 
4. N-• pay•blc aflcr ubli&ationl liolild ill l. and l. abo>vc. 
S. 8oanl rucnco rialu 10 issue ubliaaliou 1111 a paritr widt lbc N01e1 or "'id1 

a junior lica and plcdjjc lllcn:IO. 

I Residual Income 

l Re5idual Income Available I 
lo U.T. System for 5petified purposes 

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

Table Ill contains a statement of the annual growth in the Permanent University Fund (additions 
from inco1ne and gains required to become a part of the corpus) through fiscal year 1_985. 

TABLE Ill 
PERMANENT UNIVERSITY FUND 

(Annual Fund Growth - 000 omitted) 

Fiseal Year Ending August31 

Oil, Gas 
&: Sulphur 
Royalties 

Prior to September 1, 1973 . • . .. . . .. • . . . . . . . . . $ 391,834 
1974.. . . . • • . . . • • • . • . • . • . . • . . . • . . • • • . . . . . . . . . 31,541 
1975 ..••.•.....•....•....••.•••.•.....•.•.•. 
1976 . .•..•......•........•..•.•....•.•...... 
1977 .•.•..•.......•...•.•..•......•••....••• 
1978 ..•........•..........••.••..•.•.•..••.• 
1979 . ...................................... . 
1980 •••..•.•...•.....•..•...•••.••.•..•....• 
1981 ....••.....•.......•.•.•••.•.•.••..•.•.. 
1982 .••.•.•.....•••...•••...••.•••.•....•..• 
1983 ..••..•.••......••.•......••••.••.•...•. 
1984 ...•...•....•.....•.•••......•.•..•..•.. 
1985 ....... ................................ . 

58,512 
70,123 
76,598 
76,845 
76,637 

119,356 
160,285 
178,286 
154,702 
145,186 
135,422 

Totals . . . . . . . . . • . . . • . . . . . . . . . . . . • • . . . . . . $1,675,327 

Assets 

Mineral 
Lease 

Bonuses 

$226,445 
12,542 
8,266 

15,379 
13,862 
18,573 
10,818 

253 
98,282 
20,221 

742 
7,254 

244 
$432,881 

Other Total 
Sources Additions 

• 51,076 $ 669,355 
846 44,929 
710 67,488 

(12,676) 72,826 
1,012 91,472 
1,832 97,250 
3,043 90,498 
3,041 122,650 
4,316 262,883 
7,886 206,393 

21,431 176,875 
27,462 179,902 
98,687 234,353 

$208,666 $2,316,874 

In the early years of the Permanent University Fund, approximately 2,000,000 acres of land, 
located principally in nineteen West Texas Counties, were granted as the p~rmanent initial endow
ment of the Permanent University Fund. No land has been sold and, as of this date, land holdings of the 
Permanent University Fund total approximately 2,100,000 acres. 

Table IV lists, as of August 31, 1985, the distribution and book value of the assets of the Permanent 
Univenity Funcl. with land being carried at nominal value. 

TABLE IV 
ASSETS OF THE PERMANENT UNIVERSITY FUND 

(As of August 31, 1985) 

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

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

( 1) Land value is reported on the basis of nominal value. 
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Book Value 

$ 15,902,215 
232,186,514 
718,626,851 

5,007,273 
712,468,087 
624,422,639 

2,501,625 
5,759,500 

10,027,384 
$2,326,902,088 
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Investment Responsibility 

The responsibility for managing and investing the Permanent University Fund is constitutionally 
assigned to the Board. The Board currently employs seven investment counseling Grms to provide 
professional guidance in optimizing investment performance while complying with legal limitations 
and policy guidelines. The Board for Lease of University Lands, composed of represe:ntatives of the 
System, The Texas A&M University System and the State Land Commissioner, is responsible for 
developing and approving oil, gas and other mineral leases. 

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

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

The Texas Education Code additionally requires the Board to employ a well recognized perform
ance measurement service to evaluate and analyze the investment results of the Permanent Unversity 
Fund with other public and private f11nds having similar objectives. 

Eligible Investments and Standards 

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

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

The Resolution requires the Board to maintain and invest and keep invested the Permanent 
University Fund in a prudent manner and as required by law. In making each and all investments, the 
Texas Constitution requires the Board to exercise the judgment and care under the circumstances then 
prevailing which men of ordinary prudence, discretion and intelligence exercise in the management of 
their own affairs, not in regard to speculation but in regard to the permanent disposition of their funds, 
considering the probable income therefrom as well as the probable safety of their capital. 

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

In accordance with state law, the books, records and accounts of the Permanent University Fund 
and the Available University Fund, as well as the other hooks, records and accounts of the System, are 
conducted by the State Auditor, an officer of the State of Texas. Due to the number of state agencies 
and depart~ents audited, significant delays in receiving audits are sometimes encountered. 
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THE AGREEMENT AND REVOLVING NOTE 

The Resolution authorizes the execution of a Credit Agreement (the ''Agreement"'), dated as of 
December 1, 1985, among the Board, MBank Dallas, N.A. (the "Bank") and MBank Austin, N.A. (the 
"Agent"'), whereunder the Bank agrees to lehd the Board from time to time amounts up to, but not to 
exceed the "Bank Loan Commitment", such amounts are referred to in the Agreement. as "Advances". 
The Bank Loan Commitment initially shall be $109,000,000. 

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

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

(a) At the time the Advance is made, the Board shall not have commenced a voluntary case 
or other proceeding seeking liquidation, reorganization, or other relief with respect to itself or its 
debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking 
the appointment of a trustee, receiver, liquidator, custodian, or other similar official of it or any 
substantial part of its property, shall not have made a general assignment for the benefit of its 
creditors, shall not have declared a moratorium with respect to its debts, shall not have failed 
generally to pay its debts as they become due, and shall not have taken any action to authorize any 
of the foregoing; and 

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

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

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

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

ABSENCE OF UTICA TION 

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

Legal matters incident to the authorization, issuance and sale of the Notes are subject to the 
unqualified approval of the Attorney General of the State ofTexas and of McCall, Park)lUrst & Horton 
and Vinson & Elkins, Co-Bond Counsel to the Board, whose approving opinion will be printed on the 
Bonds. Co-Bond Counsel were not requested to participate, and did not take part, in the preparation of 
this Official Statement except as hereinafter noted, and such firms have not assumed any responsibility 
with respect thereto or undertaken to verify any of the information contained herein, except that, in 
their capacity as Co-Bond Counsel, such firms have reviewed the information relating to the Notes and 
the Resolution contained under the captions ''THE NOTES," "SECURITY FOR THE NOTES" (except 
for information contained under the subheading "Income, Debt Service Requirements and Coverage," 
.. Constitutional Debt Powers, Debt Limitations" and "Future Financings"), ''TAX EXEMPTION" and 
.. LEGAL INVESTMENTS IN TEXAS" in this Official Statement, and such firms are of the opinion that 
the information relating to the Notes and the Resolution contained under such captions is a fair and 
accurate summary of the information purported to be shown. The payment of legal fees to Co-Bond 
Counsel in connection with the issuance of the Notes is contingent on the sale and delivery of the 
Notes. 

TAX EXEMPTION 

In the opinion of Co-Bond Counsel, interest on the Notes is exempt from all present federal 
income taxes under applicable statutes, published rulings, regulations and court decisions existing on 
the date of such opinion. The laws, regulations, court decisions and administrative regulations and 
published rulings upon which the conclusion stated in such opinion will be based are subject to 
change by the Congress, the Treasury Department and later judicial and administrative decisions. 

LEGAL INVESTMENTS IN TEXAS 

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

RATING 

Rating application has been made to Standard & Poor's Corporation ("Standard & Poor's") for a 
rating on the Notes. An explanation of the significance of such rating may be obtained from Standard 
& Poor's. The ratings reflect only the views of such organizations at the time such ratings were given, 
and the Board makes no representation as to the appropriateness of the rating. There is no assurance 
that such rating will continue for any given period of time or that it will not be revised downward or 
withdrawn entirely by such rating company, if in the judgment of such rating company, circumstances 
so warrant. Any such downward revision or withdrawal of the rating may have an adverse effect on the 
market price of the Notes. 
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OTHER MATTERS 

The financial data and other information contained herein have been obtained from the Board's 
records, financial statements and other sources which are believed to be reliable. All of the summaries 
of the statutes and documents contained in this Official Statement are made subject to all of the 
provisions of such statutes and documents. The summaries do not purport to be complete statements 
of such provisions and reference is made to such documents for further information. Reference is 
made to original documents in all respects. 
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THE VNJVERSilY OF TEXAS SYSTEM 
History, Administration, Sources of Fuodio1 

APPENDIX A 

The University ofTexas System commenced in 1883 with the opening of The University ofTexas 
at Austin. Today, the System is one of the la~:~est educational organizations in the United States and 
through its component institutions provides instruction, research and public service throughout the 
State. 

The Board consists of nine regents who serve without pay. Members are appoin-ted to stagercd 
six:year terms. Administration ofthe University conforms to that ofleading American universities. The 
System is headquanered in Austin, Texas, and is supponed by State appropriations, private gifts and 
endowments, Federal appropriations and sranu, student tuitions and fees, iu Interest in the Available 
University Fund, and miscellaneous sources. The percentage division of these fund sources for the fiscal 
year ended August 31, 1985 is as follows: 

State Appropriations ................................................................•................ 
Federal Funds .......................................................................................... . 
Sales and Service of Hospitals ................................................................ . 
Private Gifts ............................................................................................ . 
Student Tuition and Fees ........................................................................ . 
Sales and Services of Auxiliary Enterprises .......................................... ~. 
Endowment Income (lncludin& Allocations from Available 
University Fund) .................................................................................... . 

Sales and Service of Education Activities and Other ............................. . 
Total ..................................................................................................... . 

Institutional Enrollment 

50.4% 
10.2 
I 5.3 
S.2 
3.5 
5.9 

3.9 
5.6 

100.0% 

The preliminary 1985 fall student enrollments at the teachin& institutions of the System are as 
shown below: 

U .T. Arlington ..................................................................................... . 
U.T. Austin .......................................................................................... . 
U.T. Dallas .......................................................................................... . 
U.T. El Paso ......................................................................................... . 
U.T. Permian Basin ............................................................................ . 
U.T. San Antonio ................................................................................ . 
U.T. Tyler ............................................................................................. . 
U.T. Health Science Center at Dallas ................................................. . 
U.T. Medical Branch at Galveston ..................................................... . 
U.T. Health Science Center at Houston .............................................. . 
U.T. Health Science Center at San Antonio ..................................... .. 

Total .......................................... ~ ...................................................... . 

Discussion of General Academic Institutions 

23,112 
47,833 

7,180 
14,119 
1,905 

12,137 
3,676 
1,433 
1,640 
2,S86 
2,208 

117,829 

The Unit'ersily ofTexas at Arlington, which has the fifth largest university enrollment in the State 
ofTexas, is located in Arlington, between Dallas and Fon Wonh. Serving both a resident and commuter 
student body, the institution offers 96 degree programs at the baccalaureate, master and doctoral levels. 
Degree programs are offered through the Colleges of Liberal Ans, Science, Engineering. and Business 
Administration; Graduate School of Social Work; Institute of Urban Studies. which is a statutory unit; 
School of Architecture and Environmental Design; School of Nursing; and Center for Professional 
Teacher Education. 

The Unil•ersi('' uf Texas at Austin is a major research university with many nationally ranked 
academic programli at the graduate level. Its library collections and research resources arc ranked among 
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the finest in the world. The present site has expanded into more than 300 acres since classes began on 
the original40 acres ncar downtown Austin. Additionally, University-owned property located in other 
areas of Austin includes the Balconcs Research Center and the Brackenridge Tract, partially used lor 
married student housing. The McDonald Observatory on Mount Locke in West Texas, the Marine 
Science Institute at Port Aransas and the Institute for Geophysics (Galveston) on the Gulf Coast operate 
as specialized research units of The University of Texas at Austin. 

The University ofTexas al Dallas was established in 1969 as an upper-level institl.ltion and offers 
curricula leading to more than SO degrees at the baccalaureate, master and doctoral levels. This 
University is structured to meet the needs of the community college graduate through its undergraduate 
programs and, at the same time, maintain high quality graduate programs and continue to attract one 
of the state's largest budgets for sponsored research activities. Those activities arc enhanced by a campus 
of more than 600 acres. A graduate level school of engineering was recently approved forthc University. 
The Callier Center for Communication Disorders, an internationally recognized teaching, research and 
treatment organization, is located ncar downtown Dallas. Several prominent education related agencies 
also are located on the campus, including Southwestern Legal Foundation and the Association for 
Higher Education of North Texas. 

The University ofTexas at El Paso was established by the Legislature in 1913 as the Texas School 
of Mines and Metallurgy. It was renamed the College of Mines after becoming a branch of the System 
in 19 J 9, changed to Texas Western College in 1949 and, since 1967, has been The University of Texas 
at El Paso. Both baccalaureate and graduate degrees arc offered in more than 60 majors through six 
Colleges: Business Administration, Education, Engineering. Liberal Arts, Nursing and Allied Health 
Sciences. and Science, plus the Graduate School. The University is accredited through the doctoral level 
by the Southern Association of Colleges and Schools and offers a doctorate in Geological Sciences. The 
location on the Tcus-Mexico border brings many students fro~ Mexico to the campus. 

The University of Texas of the Permia., Basin in Odessa opened for classes in September 1973. 
As directed by the Texas Legislature in 1969, U.T. Pcnnian Basin admits only upper-lcvd students, 
and offers baccalaureate degrees in 27 fields and masters dcsrecs in IS fields. lnnovati ve classroom and 
laboratory techniques are emphasized, especially self-paced instruction, experiential learning and open 
laboratory and art areas. 

The University ofTexas at San Antonio was authorized by the Texas Legislature in 1969. Graduate 
programs were initiated in leased facilities in June 1973; during the summer of 1975, the University 
moved to a 600-acre campus in northwest San Antonio. Junior and senior students were admitted in 
September 1975, and freshmen and sophomores were enrolled in the summer of 1976, when the first 
phase of campus construction was completed. The institution is a part of the Southwest Research 
Consortium. 

The University of Texas at Tyler became a part of the System in 1979 by action of the Texas 
Legislature. Created in 1971 as Tyler State College, the institution became Texas Eastern University 
in 1976. The upper-division (junior and senior) and graduate institution is located in the bean of East 
Texas midway between Dallas and Shreveport. The four schools within the university organization arc: 
Business Administration, Education and Psychology, Liberal Arts, and Sciences and Mathematics. 
Current degree programs include 48 bachelor degrees in 33 academic areas and IS masters degrees in 
nine fields. 

The Universily ofTexas Institute ofTexan Cultures at San Antonio, founded as a world's fair exhibit 
for Hemisfair '68. has grown into a statewid~ resource and infonnation center concerned with the 
people and history ofTexas. Visitors numbered more than 300,000 last year. The Institute is the learning 
and communication center for the history, culture and folklore of Texas. The exhibit floor containing 
displays, artifacts, historic photographs and vignettes on Texas history has been expanded to a teaching 
laboratory with 165 trained volunteers and staff members providing living history demonStrations of 
folk customs and crafts. The production staff serves museums across the state 't'i~h design, photography 
and exhibit fabrication. · ·. 
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Health Related Institutions 

The Unil•ersity of Texas Health Science Cemer at Dallas was established in the fall of 1972 as a 
component institution consisting of the existing Southwestern Medical School. the Graduate School of 
Biomedical Sciences and the School of Allied Health Sciences. Southwes\ern Medical School was 
founded as Southwestern Medical College in 1943 by the Southwestern Medical Foundation and was 
added to the System in 1949. More than $68 million in buildings and facilities have been added in the 
last decade to enable the center to engage in significant programs of teaching, research and patient care. 
Southwestern Medical School now graduates over 200 physicians each year while the Graduate School 
of Biomedical Sciences and the School of Allied Health Sciences graduate a total of more than 180 health 
scientists and professionals. -

The Unil•er.'iil.l' o.f Texas Medical Branch at Galveston is the state's only multicategorical health 
referral center and serves as a major health resource and health referral center for much of the Southwest. 
The Medical Branch includes the oldest medical school in Texas, founded in 1891. and now has the 
lOth largest medical school in the United States. In addition, UTMB consists of the School of Nursing. 
School of Allied Health Sciences. Graduate School of Biomedical Sciences, Marine Biomedical Institute 
and Institute for the Medical Humanities. UTMB has undergone rapid expansion in the past two 
decades and now includes some of the most sophisticated health care facilities in the nation. The 
Medical Branch employs approximately 7,400 people. making it the largest single employer in 
Galveston County. 

The VniversilJ' of Texas Health Science Cent~r at Houston, the largest of the health science 
universities in the System. consists of eight components. six of which are schools- the Dental Branch 
(established in 1905 as the Texas Dental College): the Graduate School of Biomedical Sciences (1963): 
the School of Public Health in Texas ( 1967); the Medical School ( 1970); the School of Nursing ( 1972): 
and the School of Allied Health Sciences (1973). The Division of Continuing Education and the Speech 
and Hearing Institute complete the eight components. With its 668 full-time and 138 pan-time faculty 
in eight teaching and research buildings. the Houston Health Science Center also is the largest 
institutional member of the Texas Medical Center. 

The University of Texas Health Science Center at San Amonio was established in the fall of 1972. 
The operational units of the Health Science Center include schools of Medicine, Dentistry, Nursing, 
Allied Health Sciences and Graduate Biomedical Sciences. Expanding programs both in research and 
instruction have allowed the institution to maintain its role as the bean of the South Texas Medical 
Center. The Health Science Center has earned a reputation as a first class research institution and is 
actively involved in its role as an educator of health professionals. 

The Unil•ersilJ' of Texas System Cancer Center is the official State agency for 1he care of Texans 
with cancer. for training and research in cancer, and for activities related to prevention of that disease. 
With M. D. Anderson Hospital and Tumor Institute at Houston as its hub. the Cancer Center also 
includes a II 0-bed Rehabilitation Center for recovering cancer patients. the Anderson Mayfair patient 
and family hotel and the 1,1 00-acre Science Park. Since the hospital opened in 1944. more than 165,000 
persons with cancer have been treated there. At least I 0,000 health professionals and scientists have 

· received training atM. D. Anderson Hospital. Cancer Center researchers arc involved in more than 525 
scientific projects aimed at cancer control and prevention. The Science Park in Central Texas includes 
two divisions devoted to cancer research and veterinary resources. 

The Vniversit_l' of Texas Health Center ai Tyler is the primary facility for patient care. education. 
and research in diseases oft he chest. The institution became a pan of the System on September I. 1977. 
by action of the 65th Legislature. The Health Center's mission was expanded at that time to include 
its patient care facilities as a teaching hospital. 
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APPENDIX B 

FINANCIAL INFORMATION REGARDING THE SYSTEM 

(I) Condensed Statement of Assets and Net Worth 

(l) Current Revenues, Expenditures and Mandatory Transfers 

(3) .Indebtedness Not Payable from AYailable Universlt)' Fund 



APPENDIX B(l) 

THE UNIVERSITY OF TEXAS SYSTEM 

CONDENSED STATEMENT OF ASSETS AND NET WORTH(I) 

AssETS: 
Current Funds: 

General ...•.....•..•......••........••...................••.•.• 
Auliliary EnterpriKs and Activities ••••.•.••.. 
Desianated ...•..............•...••..•••......••••..••.•••••.. 
Restricted .••..•.....•.•..•.•.••..••.•..•..•••.••..•........... 

Total Current Funds .•.••...••.•..•...........•••.... 
Loan Funds ....•.....•.......•.•.•....••.•....••.•.••••••.•.••.• 

Endowment and Similar Funds: 
State (Permanent University Fund) ..••..••.... 
Other than State ........................................ .. 

Total Endowment and Similar Funds ••••• 
Annuity and Life Income Funds ................... .. 
Available University Fund ............................ .. 

Plant Funds: 
Une11pended ................................................ . 
Renewals and Replacements ...................... . 
Fund for Retirement of Indebtedness ........ . 
Invested in Plant ....................................... ... 

Total Plant F11nds .................................... . 
Apncy Funds ................................................. . 
D£DIX"I': lnterf11nd Group Accounts ............. .. 

ORAND TOTAL AssETS .............................. . 

Less: Total Liabilities (not indudina orders 
and ~ntracu) .............................................. .. 

FuND BALANCES (i.e., Net Worth) ......... .. 

1911 

s 148,292,5 19 
41,086,421 

170,250.925 
228,796,274 
588,426,139 

38,590,766 

1.529,378.125 
144,822,583 

1,674,200,708 
4,0JS,977 

47,068,980 

270,703.051 
6,734,106 

19.173.578 
1,951,020,466 
2,317,631,201 

29,503,453 
73,261,894 

4,626.175,330 

789,319,094 
$31836,856,236 

Fiscal Year Ended Au1ust 31, 

1911 1913 1984 

s IS6.153.972 s 227,027,921 s 247,981.349 
49,707,283 54,386,358 69,045,826 

217.800,724 268,112,875 258,443,462 
235,307,561 254,457,856 295,377,193 
658,969,540 803,985,010 870,84 7,830 
40,602,759 44,900.251 49,506,865 

1,735.771,704 I, 912,646,657 2.092,548,880 
186,846,894 245,694,952 319,456,771 

1,922,618,598 2,1 58,341,609 2,412,005,651 
4,270,404 4,386,988 4,226,482 

59,393,741 59.206.856 72,965.475 

278,900.348 267,487,890 297,931,609 
8,516,618 7,120,412 7,709,931 

93,410,709 95,856,259 110,710,094 
2,1251924120 I 2,294,183,734 2,507,801,796 
21S061751 1876 2,664,648,295 2,924,153,430 

35,083,786 37,333,713 44,697,696 
90,698,279 68,935,844 82,075,062 

5,136.992,425 5, 703.866,878 6.296.328,36 7 

785,988,129 825,706,649 971,939,797 
$4,351,004,296 ~4,878,160,229 ~5,324,388,570 

1985(1) 

s 268,600,000 
75,000,000 

279,900,000 
319,900,000 
943,400,000 

54,500,000 

2,326,900,000 
389,500,000 

2,716,400,000 
4,600,000 

69,000,000 

326,200,000 
8,300,000 

111,900,000 
2,746,000,000 
3,192,400,000 

50,800,000 
90,700,000 

6,940,400,000 

1,078,800,000 
$5,861,600,000 

(I) The University ofTexas System uses the modified accrual method ofaccountin& prescribed for Colleaes and Universities as set fonh in 
Cullegrs lind Unit1ersil)' Busi11eu Administration, Revised Edition, 1974. 

(2) Preliminary; unaudited. 
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APPENDIX 8(2) 

THE UNIVERSITY OF TEXAS SYSTEM 

CURRENT REVENUES, EXPENDITURES AND MANDATORY TRANSFERS(I) 

Fiscal Year ED4ed Aqaasl 31. 

1981 1982 1983 1984 1985(2) 

CuaaENT RF.HNut:s: 
Tuition and Fees·······················-···-·····-······-··········· s S5.256,693 s 59,036,224 s 61,934,707 s 64,924,284 s 68,000,000 
Federal Funds ............................................................ 185,711.999 180,387,675 179,785,974 188,382,504 196,300,000 
State Appropriations .................................................. 672,548,506 819,657,916 921,708,827 943,976,556 966,600,000 
Private Gifts ............................................................... 56,685,641 68.289,677 80,689,465 90,114,683 99,500,000 
Endowment Income (Includes Transfers from 
Available: Uni\·ersity Fund) ...................................... 28.870,244 40,625.397 52,391,655 68,204,235 75,800,000 

Sales and Services of Auxiljary Enterprises ............... 68.306,297 80,232,658 92,082,396 I 02,697,168 114,200,000 
Sales and Services of Hospitals and Clinics; 

Professional fees ...................................................... 198,496,158 248,670.301 278,501,338 285.632.549 293,100,000 
Sales and Services of Educational Oepanments 
and Other Sen-ices ................................................... 67,724,050 90,636,591 74,960,624 89,629,200 107,100,000 

Total Current Revenues ............................................. 1,333.599,588 1,587,536,439 1,742,054,986 11833,561,179 1,920,600,000 

CuaaENT ExPt:Nl>ITlJRES ANt> MANI>ATORY 
TaANSt'ERS: 

Educational and Gen.:ral ............................................ 1.144.811.625 I .340.635.540 1,498,598,949 1,625,843,582 1,705,400,000 
AuAiliary Enterprises ................................................. 83.192.241 95,195.123 104,758,914 116,490,743 122,000,000 
Mandatory Transfers ................................................. 26,690,578 2610591335 38,760,677 54,0471509 56,600,000 

Total Current Expenditures and Mandatol)' 
Transfers ............................................................... 1,254,694,444 1,461,889,998 1164211181540 1,796,381,834 1,884,000,000 

EXCESS REVENUES OvF.a EXPENDITURES AND 
MANDATORY TRANsn:as ........................................... s 78,905,144 s 125.646,441 s 99,936,446 s 37,179,345 $ 36,600,000 

(I) The University ofTeus System uses the modified attrual method ofaccowuina prescribed for Collqes and Universities as set fonh in Colleges 
~nd l.'niawsil.&' Busineu Adminisuarion, Revised Edition, 1974. 

(2) Preliminary: unaudited. 
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APPENDIX 8(3) 

THE UNIVERSITY OF TEXAS SYSTEM 

INDEBTEDNESS NOT PAYABLE FROM AVAILABLE UNIVERSITY FUND 

The University of Texas System 
General Tuition Revenue Bonds. 
Series 1971. 1972. 1972-A and 
1978 ................................................ 

The University of Texas at Austin 
Dormitory Revenue Bonds. Series 

1954 ................................................ 
Student Union Revenue Bonds. 
Series 1958-B .................................. 

Housing System Revenue Bonds. 
Series 196 7 ...................................... 

Building Revenue Bonds. Series 
1974and 1978(1) ............................ 

Married Student Housing 
Revenue Bonds. Series 1971 and 
1981 ................................................ 

Combined Fee Revenue Bonds. 
Series 1971. 1972. 1973 and 
1978(2) ............................................ 

Building Revenue Bonds. Series 
1969 and 1983 ................................ 

Parking Facilities Revenue Bonds. 
Series 1984 ...................................... 

The University of Texas at Arlington 
Student Center Fee Revenue 

Bonds. Series 1960 ......................... 
Gymnasium Fee Revenue Bonds. 
Series 1961 ...................................... 

Housing System Refunding 
Revenue Bonds. Series 1963 .......... 

Student Fee Revenue Bonds. 
Series 1964. 1966 and 1968 ........... 

Combined Fee Revenue Bonds. 
Series 1971-A. 1973. 1973-A. 
1974. 1978 and 1985 ..................... 

Apartment Revenue Bonds. Series 
1978 ................................................. 

9% Apanment Revenue Bonds. 
Series 1985 ...................................... 

The University of Texas at El Paso 
Teus Western College Student 

Union Revenue Bonds. Series 
A&B of 1967 ................................... 

Building Revenue Bonds. Series 
1969 ................................................ 

Orlalaal 
ADIOIIOI 
Issued 

$149,280,000 

3,402,000 

1,220,000 

16,500.000 

59,310,000 

8.850,000 

80,710,000 

54.000,000 

3.000.000 

600,000 

650,000 

1.806.000 

6.285.000 

37.800.000 

1,500,000 

950.000 

3.158,000 

8.500.000 
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Auausr Jl, 
1985 

Ourstaadioa 

$111,165,000 

1,295,000 

268,000 

12,600,000 

47,705,000 

8,195,000 

63.490,000 

48,435,000 

3.000.000 

142,000 

184.000 

746.000 

3.260.000 

32.682~000 

1.215.000 

950.000 

2.233,000 

6.995,000 

Maximum 
Pld _ 

Requireaaeors 

$11,023,374 

155,850 

86,555 

895,690 

4,221,548 

943.463 

5,696.573 

5,024,595 

376,424 

40.281 

42.315 

203.350 

351.450 

3.217.144 

134.063 

106,900 

195,04S 

567.480 

I&S aod 
Reserve Funds 

Auausr ll, 
1985 

$15,782,695 

525.228 

443,358 

1,857,758 

12.912.972 

1.135,168 

7,562.350 

8.611.384 

376,649 

94.699 

99.914 

136.761 

465.267 

2.758.197 

295.610 

304.142 

1.048,436 



I&:S ud 
Oriaiaal Auaust 31, Maxlaauaa llesene Fuds 
AIDOUDI 1985 Pld AIIIUII 31, 
Issued Olllslaaclia& llequireaaHII 1985 

Combined Fee Revenue Bonds. 
Series 1970. l97l. 1973. 1974 
andl979 ......................................... 21.000,000 17,935,009 1,558,870 2.322,767 

The University of Texas at Dallas 
Combined Fee Revenue Bonds. 
Series 1978 ...................................... 9,000,000 8,000,000 698,700 I ,071,192 

Utility Reserve Bonds. Series . 
1980 ................................................ 10.125,000 8,770,000 1,011,905 1,169,485 

The University of Texas at Tyler 
Tex.as Eastern University 
Combined Fee Revenue Bonds. 
Series 1976 ...................................... 1.750,000 1,385,000 158,250 175,875 

The University of Texas at San 
Antonio 
Combined Fee Revenue Bonds, 
Series 1980 and 1984 ...............••.... 16,500,000 15.755,000 1,803,190 1,664,265 

Utility Revenue Bonds. Series 
1980 ................................................ 9.775.000 8,470,000 978.255 1,129,504 

The University of Texas Health 
Science Center·Houston 

Housing System Revenue Bonds. 
Series 1981 ...................................... 14.000.000 13,540,000 1,832,488 2,421,889 

Galveston Medical Branch 
Endowment and Hospital 
Revenue Bonds. Series 1973 .......... 34.500.000 25.875,000 2,726,825 16,827,874 

M.D. Anderson Hospital and Tumor 
Institute at Houston 
Endowment and Hospital 
Revenue Bonds. Series 1972 and 
1976 ................................................ 18.500.000 12.995,000 1,571,270 24,922,540 

Hospital Revenue Bonds. 
Subordinate Lien. Series 1976 ....... 4.770,000 3.880,000 405,016 5,549,055 

(I) $4,915.000 Building Revenue Bonds. Series 19~4·A are outstanding but have been advance 
refunded and are fully defeased. 

(2) $5.355.000 Combined Fee Revenue Bonds. Series 1974 are outstanding but have been advance 
refunded and are fully defeased. 
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STATE OF TEXAS 

COUNTY OF TRAVIS 

TRUST AGREEMENT 

ATTACHMENT G 

KNOW ALL WHO COME 

BY THESE PRESENTS 

This Trust Agreement is entered into by The University of Texas System 

(hereinafter sometimes referred to as "Trustor" or the "System") and Ann W. 

Richards, Treasurer of the State of Texas, (hereinafter somet~mes referred 

to as the •Treasurer" or the "Trustee".) 

ARTICLE I. 

STATUTORY ~ASIS AND PURPOSE FOR THE TRUST 

During the 69th Legislature, the System obtained express statutory 

authority to issue "variable rate notes.•• See, HB 1837, 69th Legislature. 

Necessary to the System's plans to begin to market said variable rate notes 

is a quick and efficient system for paying interest and principal on said 

notes as they become due and payable. Under existing law, the Treasury 

invests and safekeeps the Available University Fund. Also during the 69th 

Legislature, the Treasurer obtained express statutory authority to serve as 

Trustee of Funds outside the Treasury. See, SB 366, 69th Legislature, 

Section 3.051. It is the intention of the parties hereto to establish from 

monies contained in the Available University Fund a secure, collateralized, 

interest-bearing account outside the Treasury for the purpose of servicing 

the variable rate notes issued by the System. Said account will be 

entitled "The State Treasurer-The University of Texas System Special 

Account" (hereinafter sometimes referred to as "the Account ... ) 

ARTICLE II. 

CREATION Of THE TRUST 

The System by these presents does appoint the Treasurer as Trustee for 

the purpose of investing and collateralizing funds in the Account. 



ARTICLE III. 

POWERS AND DUTIES OF THE TRUSTEE 

(a) The Treasurer, as Trustee, will contract with the Texas State 

Treasury ("Treasury"} to manage System funds with the same degree 

of care and assuming the same duty to the System that is 

applicable to the management of funds inside the Treasury. The 

form of the contract between the Treasurer and tije Treasury is 

attached hereto as Exhibit "A" and is expressly approved hy the 

System. 

(b) The System desires that the funds in the account subject to this 

Trust be invested in the same manner and at the same rate as other 

State Treasury, interest-bearing money market accounts. In 

investing System funds, the Treasury shall have all the 

obligations, duties and powers set out in Section 2.011-2.015 and 

Sections 3.001-3.003 of SB 366, 69th Legislature and orders of the 

Texas State Depository Board from time to time in effect. These 

powers include but are not limited to approval of the form of any 

surety bond offered as collateral. 

(c) The Trustee shall not at any time be held liable for any action or 

default of herself, her agents, Treasury employees or of any other 

person in connection with the administration of the Trust Estate, 

unless caused by gross negligence or wilful misconduct. 

ARTICLE IV. 

DEPOSITS AND WITHDRAWALS FROM THE ACCOUNT 

The System shall effect the transfer of funds into and out of the 

Account by employing the following procedures: -

(a) To make a deposit into the Account, the System will cause to be 

issued by the Comptroller of Puhlic Accounts a warrant made 

payable to "Ann W. Richards, Trustee for the University of Texas 

System." The Treasurer shall immediately deposit said warrant 

into the Account. 

2 



(b) The System shall provide to the Treasurer a resolution in the form 

attached hereto as Exhibit B indicating those individuals 

empowered to issue instructions concerning the Account. 

(c) The Treasurer shall provide a resolution to the System in the form 

attached as Exhibit C indicating those individuals empowered to 

receive and execute instructions concerning the Account. 

(d) To withdraw funds from the Account, an authorized System 

representative shall issue instructions not later tnan 1:00 p.m. 

on the day funds are to be transferred to an authorized 

Treasurer's representative that a sum certain be wired in 

immediately available funds to Morgan Guaranty Trust Company of 

New York/FTR Corporate Trust Department 999-99-739 reference The 

University of Texas System Variable Rate Notes 

----------------(Acct.No.}. Said instructions may be oral, 

provided however, that a written confirmation signed by any two 

individuals authorized per Exhibit "B" be received by the 

Treasurer's representative within 24 hours of the oral 

instruction. The System hereby acknowledges that the Treasurer's 

representative may rely on the accuracy of the sum communicated by 

the System's representative. If the System delivers instructions 

to the Treasurer after 1 p.m., the Treasurer will use its best 

efforts to complete the transfer before the end of the business 

day. The System acknowledges that the securities wire system is 

in large part beyond the Treasurer's control. The System hereby 

releases the Treasurer from any wire related failures, delays or 

defaults unless the failures, delays or defaults are caused by the 

Treasurer's own gross negligence or willful misconduct. 

(e) Wire and other charges incurred to transport the funds will be 

billed to the System by the Banks currently used by the Treasurer 

for similar services. The Bank's current fee schedules will be 

provided to the System 

(f) At the end of each month, the Treasurer shall issue a report to 

the System indicating the balance remaining in the Account, the 

interest earned on the Account for that month, all deposits and 

all withdrawals. 
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All requests to transfer funds into or out of the Account shall be made 

by the System in accordance with the above referenced procedures. 

ARTICLE V. 

MISr.ELLANEOUS 

(a) The Trustee hereby waives all fees for services as Trustee, 

hereunder. 

(b) No bond shall be required of the Trustee; or if a b~nd is ever 

required by law no surety shall be required on such bond. 

(c) All written notices to the Treasurer concerning this Trust shall 

either be forwarded to the Treasurer by certified mail, return 

receipt requested, telecopy or delivered to Paul Williams, 

Associate Deputy Treasurer, P.O. Box 12608, Capitol Station, 

Austin, Texas 78711 (111 E. 17th Street, Austin, Texas 78702). 

All written notices to The University of Texas System concerning 

this trust shall either be forwarded to The University of Texas 

System by certified mail, return receipt requested, telecopy or 

delivered by hand to: 

Thomas Ricks 
Manager - Debt Administration 
The University of Texas System 
210 W. 6th Street 
Austin, Texas 78701 
Telephone: (512) 499-4340 
Telecopy: (512) 499-4696 

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

Texas and is performable in Travis County, Texas. 

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

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

other inoperativeness shall not effect any other clause, provision 

or condition hereof; but the remained to this Trust Agreement 

shall be effective as though such clause, provision, or condition 

had not been contained therein. 

(f) As used in this Trust Agreement, the masculine, feminine or 

gender, and singular or plural number shll be deemed to include 

the others whenever the context so indicates. 
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In Witness Whereof, this Trust Agreement has been signed by the Trustor 

and the Trustee on this day of , 1985. ------- ------------------
TRUSTOR TRUSTEE 
THE UNIVERSITY OF TEXAS SYSTEM TEXAS STATE TREASURER 

By: ------------------------ ANN w. RICHARDS 

Its: -----------------------
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COtiTRACT BETWEEN 

THE TEXAS STATE lltEASURER 

AND 

THE TEXAS STATE TREASURY 

EXHIBIT "A" 

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

State of Texas, (hereinafter sometimes referred to as "Treasurer" or 

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

as "Treasury") and is as follows: 

WITNESSETH 

WHEREAS, contemporaneously with the execution of this contract, the 

Treasurer has signed a Trust Agreement with the University of Texas System 

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

System Special Account; and 

WHEREAS, SB 366, 69th Legislature, Section 3.051 in pertinent part 

provides, 11 (b) the Treasurer functioning as the Trustee of funds or property 

outside the Treasury may contract with the Treasury to manage the funds or 

property in a manner similar to the·management of funds in the Treasury"; 

and 

WHEREAS, the Treasurer pursuant to Section 3.051 desires to contract 

with the Treasury to manage for her the "the State Treasurer-University of 

Texas Special Account"; and 

WHEREAS, the University of Texas System has consented to this contract 

and all of its terms; 

NOW THEREFORE, 

considerations herein 

in consideration of the mutual promises and 

contained (including obligations imposed upon the 

parties by statute) the parties hereto agree to as follows: 



I. 

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

account known as the State Treasurer-University of Texas System-Special 

Account. The Treasury shall safekeep and invest said account in the manner 

provided by Sections 2.011-2.015 and Sections 3 •. 001-3.003 of SB 366, 69th 

Legislature and the State Depository Board rules interpreting those statutes 

from time to time in effect. 

EXECUTED this day of , 1985. ---------- ---------~--------------

TEXAS STATE TREASURY 

ANN W. RICHARDS 
By: 
MAR=Y~B=E=tH~R=oG=E=R=s-------------------

Texas State Treasurer Deputy Treasurer 

Consent Granted 

The University of Texas System 

~= ----------------------------
Its: ------------------------



RESOLUTIO" AUTHORIZING 

SPECIAL ACCOUNT WITHDRAWAL AGENTS 

EXHIBIT "B" 

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

Texas System and the Treasurer of the State of Texas have created "The State 

Treasurer-The University of Texas System Special Account" for the purpose of 

investing and collateralizing System Funds. 

The University of Texas System, by and through its duly appointed Board 

of Regents does hereby certify that the following administrative officers of 

the University of Texas System, the Executive Vice Chancellor for Asset 

Management, Vice Chancellor and General Counsel, Director of Asset Strategy 

and Planning, Manager of Debt Administration, Manager-Endowment Real Estate, 

Controller, Director of Accounting and Operations Officer--Investments and 

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

instructions necessary or incidental to creating and maintaining the 

Special Account. Their true signatures appear below. 

This authority shall remain in full force and effect until written 

notice revoking or modifying the same has been received by The University of 

Texas System. 

IN WITNESS WHEREOF, the Regents have hereunto affixed the seal of The 

University of Texas System. 

SIGNED AND ENTERED this ___ day of ______ --:1985. 

THE UNIVERSITY OF TEXAS SYSTEM 

BY: 
-----------------------------------

ITS: -----------------------
The current holders of the above referenced positions have affixed 

their signature and titles hereto. Certificates of incumhency for each have 
been provided to the Treasurer. 



RESOLUTION AUTHORIZING 

SPECIAL ACCOUNT WITHDRAWAL AGENTS 

EXHIBIT "C" 

Pursuant to SB 366, 69th Legislature, Section 3.051 the Uni~ersity of 

Texas System and the Treasurer of the State of Texas have created "The State 

Treasurer-University of Texas System Special Account" for the purpose of 

investing and collateralizing System Funds. 

I do hereby certify that PAUL J. WILLIAMS, WINSOME JEAN, CAROLYN 

BOWMAN, JUANITA GONZALES AND TERRI CURRY have full authority and are 

empowered to execute all documents and instructions necessary or incidental 

to creating and maintaining the Special Account. Their true signatures 

appear be 1 0\"1. 

This authority shall remain in full force and effect until written 

notice revoking or modifying the same has been received by the University of 

Texas System. 

IN WITNESS WHEREOF, I have hereunto subscribed my name and affixed the 

seal of the Treasurer of the State of Texas. 

SIGNED AND ENTERED this __ day of ______ __:1985. 

ANN W. RICHARDS, State Treasurer 

PAUL J. WILliAMS 

WINSOME JEAN 

CAROLYN BOWMAN 

JUANITA GONZALES 

TERRI CURRY 



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

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

(1) Executive Vice Chancellor for Asset Man
agement 

(2) Manager of Debt Administration 

(3) Director of Asset Strategy and Planning 

(4) Vice Chancellor and General Counsel 

(5) Manager of Endowment Real Estate 

f. Establish an account for the payment of Bond Coun
sel, Dealer, Paying Agent/Registrar fees, and 
other miscellaneous costs 

BACKGROUND INFORMATION 

The Attachments referred to in the recommendation are in draft 
form pending final review by bond counsel, the Office of Asset 
Management, and the Office of General Counsel, and final docu
ments will be mailed to the U. T. Board of Regents in advance 
of the meeting. 

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

It is anticipated that the Office of Asset Management, bond 
counsel, the Office of General Counsel, and the designated 
Dealer/Remarketing Agent will make necessary presentations at 
the meeting. 
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F. RECESS FOR MEETINGS OF THE STANDING COMMITTEES AND 
COMMITTEE REPORTS TO THE BOARD 

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

Executive Committee: Chairman Hay 
Vice-Chairman Baldwin, Vice-Chairman Ratliff 
MSA Page Ex.C - 1 

Finance and Audit Committee: Chairman Yzaguirre 
Vice-Chairman Roden, Regent Rhodes 
MSA Page F&A - 1 

Academic Affairs Committee: Chairman Baldwin 
Vice-Chairman Milburn, Regent Briscoe 
MSA Page AAC - 1 

Health Affairs Committee: Chairman Briscoe 
Vice-Chairman Yzaguirre, Regent Blanton 
MSA Page HAC - 1 

Buildings and Grounds Committee: Chairman Rhodes 
Vice-Chairman Ratliff, Regent Hay 
MSA Page B&G - 1 

Land and Investment Committee: Chairman Milburn 
Vice-Chairman Blanton, Regent Baldwin, Regent Roden 
MSA Page L&I - 1 

G. RECONVENE 

H. ITEMS FOR THE RECORD 

1. U. T. Austin: Acceptance of Membership to the 
Development Board.--

At the October 1985 U. T. Board of Regents' meeting, 
Dr. Peter T. Flawn of Austin, Texas, was approved 
for membership on the U. T. Austin Development Board 
for a term to expire August 31, 1986. Dr. Flawn's 
acceptance of membership is herewith reported for 
the record. 

2. U. T. Austin: Acceptance of Membership to the Marine 
Science Institute Advisory Council.--

At the October 1985 U. T. Board of Regents' meeting, 
Dr. Peter T. Flawn of Austin, Texas, was approved 
for membership on the U. T. Austin Marine Science 
Institute Advisory Council for a term to expire 
August 31, 1988. Dr. Flawn's acceptance of mem
bership is herewith reported for the record. 
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I. 

J. 

K. 

L. 

REPORT OF BOARD FOR LEASE OF UNIVERSITY LANDS 

REPORT OF SPECIAL COMMITTEES 

OTHER MATTERS 

SCHEDULED MEETINGS AND EVENTS 

Board of Regents' Meetings 

Dates Locations/Hosts 

February 13-14, 1986 

April 10-11, 1986 

U. T. Health Science Cen
ter - Houston 

U. T. Medical Branch -

June 5-6, 1986 
August 14-15, 1986 
October 9-10, 1986 

December 11-12, 1986 

Other Events 

February 21, 1986 

Holidays 

November 28, 1985 
November 29, 1985 
December 23, 1985 
December 24, 1985 
December 25, 1985 
December 26, 1985 
December 31, 1985 
January 1, 1986 
February 17, 1986 
April 21, 1986 
May 26, 1986 
July 4, 1986 

Galveston 
Austin 
Austin 
U. T. Health Science Cen

ter - Dallas 
u. T. Health Science Cen

ter - San Antonio 

U. T. Austin: Dedication of 
Chemical and Petroleum 
Engineering Building 

Thanksgiving Day 
Thanksgiving Holiday 
Christmas Holiday 
Christmas Holiday 
Christmas Day 
Christmas Holiday 
New Year's Holiday (afternoon) 
New Year's Day 
George Washington's Birthday 
Texas Sesquicentennial Day 
Memorial Day 
Independence Day 

M. RECESS TO EXECUTIVE SESSION 

The Board will 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 Agenda. 

If time permits, the Board will recess on Thursday 
afternoon to convene in Executive Session and con
tinue that Executive Session beginning at 9:00 a.m. 
on Friday until the completion of business --- See 
Page B of R - 6, Item ~· 

If time will not permit the beginning of the Executive 
Session on Thursday, the Board will recess to begin 
its Executive Session at 9:00 a.m. on Friday and con
tinue until the completion of business. 
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AGENDA FOR MEETING 
OF 

BOARD OF REGENTS 
OF 

THE UNIVERSITY OF TEXAS SYSTEM 

Date: December 6, 1985 

Time: 9:00 a.m. 

Place: Dining Room Area of student Lounge, Classroom Building 
u. T. Permian Basin 

A.-M. (Pages B of R 1 - 5) 

N. CONVENE OR RECONVENE IN EXECUTIVE SESSION 

0. RECONVENE IN OPEN SESSION 

P. CONSIDERATION OF ACTION ON ANY ITEMS DISCUSSED IN THE 
EXECUTIVE SESSION OF THE BOARD OF REGENTS PURSUANT TO 
V.T.C.S., ARTICLE 6252-17, SECTIONS 2(e), (f) and (g) 

1. Pending and/or Contemplated Litigation - Section 2(e) 

a. u. T. Health Science Center - Houston: 
Proposed Settlement of Medical Malprac
tice Litigation 

b. U. T. Health Science Center - San 
Antonio: Proposed Settlement of Medical 
Malpractice Litigation 

2. Land Acquisition, Purchase, Exchange, Lease or 
Value of Real Property and Negotiated Contracts 
for Prospective Gifts or Donations - Section 2{f) 

a. u. T. Austin: Consideration of Nego
tiated Gift/Acquisition of Library 
Collection 

b. u. T. Austin: Consideration of Nego
tiated Contract with Regard to Drainage 
Easement/Lease of Real Estate 

c. U. T. Permian Basin: Consideration of 
Negotiated Contract for the Acquisition/ 
Gift of Real Property 

d. u. T. Health Science Center - Houston 
and u. T. Cancer Center: Consideration 
of a Negotiated Contract for Land Acqui
sition in the Vicinity of the Texas 
Medical Center, Houston, Texas 

3. Personnel Matters [Section 2(g)] Relating to 
Appointment, Employment, Evaluation, Assignment, 
Duties, Discipline, or Dismissal of Officers 
or Employees 

Q. OTHER BUSINESS 

R. ADJOURNMENT 
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Executive Committee 



Date: 

Time: 

EXECUTIVE COMMITTEE 
COMMITTEE CHAIRMAN HAY 

December 5, 1985 

Following the 1:30 p.m. Session of the Board of Regents 

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

1. 

2. 

3. 

4. 

U. T. System: Report Regarding Nego
tiations of an Option to Purchase Real 
Estate and a Secured Loan on Real 
Estate Being a Tract of Land Out of 
the D. J. Gilbert~ League (Lot A 
of Dale Baker Addition) in Austin, 
Travis County, Texas (Exec. Com. 
Letter 86-2) 

U. T. Arlington - E. H. Hereford 
University Center - Addition and 
Remodeling (Project No. 301-552): 
Recommended Award of Construction 
Contract to Cadenhead - Rangaire, 
Inc., Fort Worth, Texas, and 
Approval of Plaque Inscription 
(Exec. Com. Letter 86-3) 

U. T. Austin: Proposed Acceptance 
of Gift of Land in Austin, Travis 
County, Texas, from Borden, Inc., 
Columbus, Ohio (Exec. Com. Let
ter 86-2) 

U. T. Austin - Taylor Hall -
Phase I Renovation (Project 
No. 102-537): Report of Errors 
in Bids and Request to Excuse Clegg/ 
Austin, Austin, Texas, from Its Bids 
on Base Proposal "C" (Office Visitor 
Chairs) and Base Proposal "H" (Secre
tary Chairs); Recommended Award of 
Contracts for Furniture and Furnish
ings to southwest Office Interiors, 
Inc., Austin, Texas; Rockford Business 
Interiors, Austin, Texas; Business 
Products & Services, Inc., El Paso, 
Texas; Disco Print Company, Houston, 
Texas; Evans-Monical, Inc., Houston, 
Texas; H. McCoy Inc., San Antonio, 
Texas; and Interior Environments, 
Austin, Texas, and Request for Autho-

·rization for the Chancellor to Sign 
the Contracts (Exec. Com. Letter 86-3) 

Ex.C - 1 
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5. 

6. 

7. 

8. 

9. 

10. 

U. T. Austin: Chemical and Petro
leum Engineering Building (Project 
No. 102-452) - Report of Errors 1n 
Bids and Requests to Excuse Environ, 
Inc., Austin, Texas, from Its Bid on 
Base Proposal 11 H11 (Petroleum Engineer
ing Office Furniture), Southwest 
Office Interiors, Austin, Texas, from 
Its Bid on Base Proposal 11 H11 (Petro
leum Engineering Office Furniture), 
and Business Interiors, Arlington, 
Texas, from Its Bid on Base Pro-
posal 11 ! 11 (Steel Desks and Chairs); 
Recommended Award of Contracts for 
Furniture and Furnishings to Rockford 
Business Interiors, Austin, Texas; 
Southwest Office Interiors, Austin, 
Texas; Stewart Contract Interiors, 
Dallas, Texas; Environ, Inc., Austin, 
Texas; Labry Commercial Interiors, 
Inc., Austin, Texas; Lundia Division 
of Mil, Inc., Jacksonville, Illinois; 
Kewaunee Scientific cjo P.A.C., 
Austin, Texas; American Desk Manufac
turing Company - Taylor Division, 
Taylor, Texas; Business Interiors, 
Arlington, Texas; Pack-Mark Shipping 
Supplies, Inc., San Antonio, Texas; 
Interior Environments, Austin, Texas; 
and Sherrill Draperies, Inc., Austin, 
Texas, and Request for Authorization 
for the Chancellor to Sign the Con
tracts (Exec. Com. Letter 86-3) 

U. T. Austin: Salary Increases 
Requiring Advance Regental Approval 
Under Budget Rules and Procedures 
No. 2 (Exec. Com. Letter 86-4) 

U. T. Health Science Center - Dallas: 
Salary Increases Requiring Advance 
Regental Approval Under Budget Rules 
and Procedures No. 2 (Exec. Com. 
Letter 86-4) 

U. T. Medical Branch - Galveston -
Pharmacology Building Containment 
Laboratory (Project No. 601-543): 
Recommended Award of Construction 
Contract to Comex Corporation, 
General Contractors - Engineers, 
Deer Park, Texas (Exec. Com. Let
ter 86-4) 

U. T. Medical Branch - Galveston: 
Salary Increases Requiring Advance 
Regental Approval Under Budget Rules 
and Procedures No. 2 (Exec. Com. 
Letter 86-4) 

U. T. Health Science Center - Houston: 
Salary Increase Requiring Advance 
Regental Approval Under Budget Rules 
and Procedures No. 2 (Exec. Com. 
Letter 86-4) 

Ex.C - 2 
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11. 

12. 

U. T. Cancer Center (U.T. M. D. 
Anderson Hospital- Houston): 
Blanche Bender Fund - Recommenda
tion for Oil and Gas Lease on 
Undivided Mineral Interest in 
Montgomery County, Texas, to 
Shell Oil Company, Conroe, Texas 
(Exec. Com. Letter 86-4) 

U. T. Health Center - Tyler: 
Transfer of Funds Requiring Advance 
Regental Approval Under Budget Rules 
and Procedures No. 2 (Exec. Com. 
Letter 86-4) 

Ex.C - 3 

Page 
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1. U. T. System: Report Regarding Negotiations of an Option 
to Purchase Real Estate and a Secured Loan on Real Estate 
Be1ng a Tract of Land Out of the D. J. G1lbert ~League 
(Lot A of Dale Baker Addition) in Austin, Travis County, 
Texas (Exec. Com. Letter 86-2).--

REPORT 

Pursuant to authorization by the U. T. Board of Regents at the 
August 9, 1985 meeting, the Office of Asset Management and the 
Office of General Counsel have negotiated, with the concurrence 
of Regents Baldwin and Milburn, an option agreement to purchase 
real estate surrounded by the Brackenridge Tract, being a tract 
of land out of the D. J. Gilbert~ League (Lot A of Dale Baker 
Addition) in Austin, Travis County, Texas, in accordance with 
the parameters set out by the U. T. Board of Regents. Under 
this option agreement, the U. T. System has the right during 
the next five years to purchase a commercial office building 
and 48,426 square feet of land for $10 million; in the sixth 
and seventh year, for $11 million; and through the end of the 
tenth year the U. T. System has first right of refusal to pur
chase the property. In consideration of this option, a $7 mil
lion secured loan will be extended by the Common Trust Fund 
to the current owners. The loan is fully secured by the 
property, has a term of ten years, and carries an interest rate 
of 10% payable monthly. Terms and covenants of the loan are 
consistent with existing commercial mortgage loan practices. 

2. U. T. Arlington - E. H. Hereford University Center - Addi
tion and Remodelin~ (Project No. 301-552): Recommended 
Award of Construct1on Contract to Cadenhead - Rangaire, 
Inc., Fort Worth, Texas, and Approval of Plague Inscrip
tion (Exec. Com. Letter 86-3).--

RECOMMENDATIONS 

The Executive Committee concurs in the recommendation of Presi
dent Nedderman and the Office of the Chancellor that the U. T. 
Board of Regents: 

a. Award a construction contract for the U. T. 
Arlington E. H. Hereford University Center -
Addition and Remodeling to the lowest respon
sible bidder, Cadenhead- Rangaire, Inc., 
Fort Worth, Texas, for the base bid in the 
amount of $9,000,000 

b. Approve the inscription set out on the fol
lowing page for a plaque to be placed on 
the building. The inscription follows the 
standard pattern approved by the U. T. Board 
of Regents in June 1979. 

Ex.C - 4 



E. H. HEREFORD UNIVERSITY CENTER 
ADDITION AND REMODELING 

1985 

BOARD OF REGENTS 

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

(Mrs. Dolph) 
Beryl Buckley Milburn 
Tom B. Rhodes 
Bill Roden 
Mario Yzaguirre 

Hans Mark 
Chancellor, The 
University of Texas System 

Wendell H. Nedderman 
President, The University 
of Texas at Arlington 

JPJ Architects, Inc. 
Project Architect 

Cadenhead - Rangaire, Inc. 
Contractor 

BACKGROUND INFORMATION 

In accordance with the authorization of the U. T. Board of 
Regents on June 13, 1985, bids for the E. H. Hereford Univer
sity Center - Addition and Remodeling at u. T. Arlington were 
received and opened on October 1, 1985, as shown on 
Pages Ex.C 6 - 7. 

The addition to the University Center will be approximately 
65,000 square feet and will contain a completely new food 
service kitchen, a ballroom, and recreational facilities. 
The remodeling will encompass approximately 42,000 square 
feet and will completely revise the existing dining areas 
on the ground floor. 

A construction contract award to the lowest responsible bid
der, Cadenhead- Rangaire, Inc., Fort Worth, Texas, in the 
amount of $9,000,000 for the base bid, can be made within 
the authorized total project budget of $11,635,000. 

The total project cost for the E. H. Hereford University Cen
ter - Addition and Remodeling is composed of the following cost 
elements: 

Construction Cost 
Fees and Administrative Expenses 
Furniture and Equipment 
Future Work 
Miscellaneous Expenses 
Project Contingency 

Total Project Cost 

$ 9,000,000 
888,603 
593,000 
512,000 
30,525 

610,872 

$11,635,000 

A future separate bid for purchase and installation of bowling 
equipment will be advertised within approximately six months. 
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CONTRACTOR 

BASE BID 

Alt. No. 

Alt. No. 

Alt. No. 
l?j 

Alt. No. ~ . 
() 

Alt. No. 

0'\ 

Alt. No. 

E. H. HEREFORD UNIVERSITY CENTER - ADDITION AND REMODELING 
THE UNIVERSITY OF TEXAS AT ARLINGTON 

Bids Received October 1, 1985 
The University of Texas at Arlington 

Cadenhead - Rangaire, Inc. Stolte Inc. Brookfield/Lowery, 
Fort Worth, TX Dallas, TX Dallas, TX 

$9,000,000 $9,279,000 $9,390,000 

1 - Foyer 245,000 285,000 143,000 

2 - Foyer Theater 1,385,000 1,445,000 1,620,000 

2A - Fly loft 62,000 115,000 75,000 

2B - Catwalk 24,000 25,000 10,000 

3 - Fire Protection 
System 108,000 120,000 107,000 

4 - Skylights 51,300 72,000 54,000 

Walker Construction 
Inc. Company 

Fort, Worth, TX 

$9,447,000 

124,000 

1,268,000 

100,000 

10,000 

105,000 

65,000 



E. H. HEREFORD UNIVERSITY CENTER - ADDITION AND REMODELING 
THE UNIVERSITY OF TEXAS AT ARLINGTON 

(Construction Bids Continued) 

Kugler-Morris General 
Contractors, Inc. 

Spaw-Glass Constructors, 
A Division of 

Spaw-Glass, Inc. Robert E. McKee, Inc. 
Dallas, TX 

CONTRACTOR 

BASE BID 

Alt. No. 1 - Foyer 

Alt. No. 2 - Foyer Theater 

Alt. No. 2A - Flyloft 
l:1j 
~ Alt. No. 2B - Catwalk 
0 

() 

Alt. No. 3 - Fire Protection 
System 

Alt. No. 4 - Skylights 

Dallas, TX 

$9,510,000 

275,688 

1,550,800 

90,397 

35,354 

133,137 

101,203 

Dallas, TX 

$9,520,000 

160,000 

1,300,000 

138,000 

43,500 

92,000 

47,200 

$9,699,000 

227,829 

1,427,115 

121,297 

22,211 

121,014 

82,734 

B-F-W Construction 
Co., Inc. 

Temple, TX 

$10,240,000 

205,000 

1,410,000 

190,000 

70,000 

200,000 

80,000 



3. u. T. Austin: Proposed Acceptance of Gift of Land in 
Austin, Travis County, Texas, from Borden, Inc., Columbus, 
Ohio (Exec. Com. Letter 86-2).--

RECOMMENDATION 

The Executive Committee concurs in the recommendation of Presi
dent Cunningham and the Office of the Chancellor that the U. T. 
Board of Regents accept a gift of land from Borden, Inc., 
Columbus, Ohio, of approximately 137,826 square feet located in 
the City of Austin, Travis County, Texas, for the use and bene
fit of The University of Texas at Austin and authorize the 
Executive Vice Chancellor for Asset Management to execute a 
ground lease on this property to Borden, Inc. upon approval of 
all documents by the Office of General Counsel. 

BACKGROUND INFORMATION 

The U. T. Board of Regents at its August 1985 meeting authorized 
the Executive Committee to accept a gift of land from Borden, 
Inc. within the parameters outlined in Executive session and 
upon approval of related documents by the Office of General 
Counsel and the Office of Asset Management. Those requirements 
have been met and Borden, Inc. transferred the property on Sep
tember 20, 1985, to the U. T. Board of Regents. Borden, Inc. 
has requested a lease on the land conveyed for a period of at 
least three years until its new facilities are constructed. 
Borden, Inc. will pay the University $205,000 per year and will 
pay all property taxes under the terms of the lease agreement. 

4. U. T. Austin - Taylor Hall - Phase I Renovation (Project 
No. 102-537): Report of Errors in Bids and Re~est to 
Excuse Clegg/Austin, Austin, Texas, from Its B1ds on Base 
Proposal "C" (Office Visitor Chairs) and Base Proposal "H" 
(Secretary Chairs); Recommended Award of Contracts for 
Furniture and Furnishings to Southwest Office Interiors, 
Inc., Austin, Texas; Rockford Business Interiors, Austin, 
Texas; Bus1ness Products & Services, Inc., El Paso, Texas; 
D1sco Pr1nt Company, Houston, Texas; Evans-Mon1cal, Inc., 
Houston, Texas; H. Mccoy Inc., San Antonio, Texas; and 
Interior Environments, Austin, Texas, and Request for 
Authorization for the Chancellor to Sign the Contracts 
(Exec. Com. Letter 86-3).--

RECOMMENDATIONS 

The Executive Committee concurs in the recommendation of Presi
dent Cunningham and the Office of the Chancellor that the U. T. 
Board of Regents: 

a. Excuse Clegg/Austin, Austin, Texas, from its 
bids on Base Proposal "C 11 (Office Visitor Chairs) 
and Base Proposal "H" (Secretary Chairs), Taylor 
Hall - Phase I Renovation at U. T. Austin because 
of an error in both bids 
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b. Award contracts for furniture and furnishings for 
the Taylor Hall - Phase I Renovation at U. T. 
Austin to the following lowest responsible bidders: 

Southwest Office Interiors, Inc. 
Austin, Texas 

Base Proposal 11 A11 

(Steel Office Furniture) $ 64,069.00 

Base Proposal "B" 
(Stacking Chairs) 8,282.00 

Base Proposal "D" 
(Computer Tables) 37,149.00 

Base Proposal 11 K11 

(Study Tables) 9,098.00 

Total Contract Award to 
Southwest Office Interiors, Inc. $118,598.00 

Rockford Business Interiors, Inc. 
Austin, Texas 

Base Proposal 11 C11 

(Office Visitor Chairs) 

Base Proposal 11 G11 

(Wood Casework) 

Total Contract Award to 
Rockford Business Interiors 

$ 18,720.22 

9,079.12 

Business Products & Services, Inc. 
El Paso, Texas 

Base Proposal 11 E11 

(Office Desks) 

Disco Print Company 
Houston, Texas 

Base Proposal 11 F 11 

(Bookcases) 

Evans-Monical, Inc. 
Houston, Texas 

Base Proposal 11 H11 

(Secretary Chairs) 

Base Proposal 11 J 11 

(Conference Room 
Furniture) 

Total Contract Award to 
Evans-Monical, Inc. 

H. McCoy, Inc. 
San Antonio, Texas 

Base Proposal 11 I 11 

(Laboratory Dividers) 
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$ 45,968.30 

11,722.33 

$ 27,799.34 

$ 62,150.00 

$ 26,787.00 

$ 57,690.63 

$ 40,495.54 



Interior Environments 
Austin, Texas 

Base Proposal 11 L11 

(Miscellaneous Furnishings) 

GRAND TOTAL RECOMMENDED CONTRACT AWARDS 

$ 18,383.99 

$351,904.50 

It is further recommended that the Chancellor be authorized to 
sign the contracts awarding these bids based on the results of 
the Executive Committee circularization. 

BACKGROUND INFORMATION 

In accordance with authorization of the u. T. Board of Regents 
in August 1984, bids were called for and were received, opened 
and tabulated on September 6, 1985, as shown on Pages Ex.C 11-12 
for furniture and furnishings for Taylor Hall - Phase I Renova
tion at u. T. Austin. Funds for the contract awards are avail
able in the Furnishings and Equipment Account. 

With reference to Base Proposal "C" (Office Visitor Chairs), and 
Base Proposal "H" (Secretary Chairs), the apparent lowest bidder, 
Clegg/Austin, Austin, Texas, has alleged that an error was made 
in both of those bids. The alleged errors are related to cost 
quotations. On Base Proposal "C", an inadvertent misunderstand
ing of the cost quotation from the manufacturer's representative 
caused Clegg/Austin to use net costs as if they were list costs 
and to apply its standard discount from list, rather than using 
a standard markup for net costs. Therefore, on Base Proposal "C", 
a unit price of $83.69 each was charged, instead of the unit price 
of $125 each which should have been charged. On the 114 chairs 
listed in the proposal, the difference between the price quoted 
and the price which should have been quoted was $8,090.66. On 
Base Proposal 11 H11 a similar error was made on Item C-6 based on 
information provided by the same manufacturer's representative. 
On the 110 C-6 chairs in Base Proposal "H", the net unit cost 
was inadvertently further discounted, so that a unit cost 
of $76.33 each was charged instead of the $115 each which should 
have been charged. The loss on the 110 chairs would be $4,253.70. 

The Office of General Counsel has reviewed the two erroneous 
bids, agrees with the assessment stated above, and recommends 
that Clegg/Austin be excused from its erroneous bids. 

With reference to Base Proposal 11 G11 (Wood Casework) only one 
bid was received. A telephone canvass of the bidders revealed 
that four firms were too busy to bid; one firm could have bid on 
fabrication of the custom bookcases, but could not provide the 
finishing, so did not bid; one firm wanted to bid but could not 
arrange its performance bond in time. The bid received was less 
than the estimated cost of $9,577. It is believed that rebidding 
would not improve results. 

With respect to Base Proposal "J" (Conference Room Furniture) 
only one bid was received. A telephone canvass of the bidders 
revealed that four firms were too busy to bid this proposal; 
one firm wanted to bid but could not arrange the performance 
bond; another firm was not an established dealer and could not 
receive direct cost information from the furniture manufacturers, 
and did not believe it could bid competitively by securing costs 
from other dealers. The bid received was less than the estimated 
cost of $12,450. It is believed that rebidding would not improve 
results. 
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Base Proposal "A", Steel Office Furniture 

Southwest Office Interiors, Inc. 
Environ, Inc. 
Business Products & Services, Inc. 
Labry Commercial Interiors, Inc. 
Rockford Business Interiors 

Base Proposal 11 B11 , Stacking Chairs 

Southwest Office Interiors, Inc. 
Disco Print Company 

Base Proposal 11 C11 , Office Visitor Chairs 

Clegg/Austin 
Rockford Business Interiors 
Evans-Monical, Inc. 
Southwest Office Interiors, Inc. 
Business Products & Services, Inc. 
H. McCoy, Inc. 
Labry Commercial Interiors, Inc. 

Base Proposal 11 D11 , Computer Tables 

Southwest Office Interiors, Inc. 
H. McCoy, Inc. 
Rockford Business Interiors 
Evans-Monical, Inc. 
Disco Print Company 
Labry Commercial Interiors, Inc. 

Base Proposal 11 E11 , Office Desks 

Business Products & Services, Inc. 
Rockford Business Interiors 
Environ, Inc. 
Southwest Office Interiors, Inc. 
Labry Commercial Interiors, Inc. 
Evans-Monical, Inc. 

Base Proposal 11 F11 , Bookcases 

Disco Print Company 
Business Products & Services, Inc. 
Rockford Business Interiors 
Southwest Office Interiors, Inc. 
Labry Commercial Interiors, Inc. 
H. McCoy, Inc. 
Evans-Monical, Inc. 

Base Proposal 11 G11 , Wood Casework 

Rockford Business Interiors 

Base Proposal 11 H11 , Secretary Chairs 

Clegg/Austin 
Evans-Monical, Inc. 
Business Products & Services, Inc. 
H. McCoy, Inc. 
Labry Commercial Interiors, Inc. 
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$64,069.00 
65,642.99 
66,475.00 
67,446.13 
67,872.09 

$ 8,282.00 
8,615.10 

$ 9,880.66 
18,720.22 
18,836.50 
19,150.00 
19,400.00 
21,646.60 
22,490.20 

$37,149.00 
43,460.94 
44,772.41 
44,932.20 
44,996.47 
45,864.36 

$62,150.00 
63,557.24 
64,527.36 
64,701.00 
73,819.63 
91,914.00 

$26,787.00 
28,432.00 
28,487.30 
28,747.00 
29,653.58 
30,088.39 
31,611.10 

$ 9,079.12 

$39,854.29 
45,968.30 
46,470.00 
49,242.07 
50,939.74 



Base Proposal "I", Laboratory Dividers 

H. McCoy, Inc. 
Labry Commercial Interiors, Inc. 
Clegg/Austin 
Evans-Monical, Inc. 
Business Products & Services, Inc. 

Base Proposal "J", Conference Room Furniture 

Evans-Monical, Inc. 

Base Proposal "K", Study Tables 

Southwest Office Interiors, Inc. 
Rockford Business Interiors 
Evans-Monical, Inc. 
Business Products & Services, Inc. 

Base Proposal "L", Miscellaneous Furnishings 

Interior Environments 
Rockford Business Interiors 

$40,495.54 
40,727.00 
41,085.19 
41,444.46 
43,400.00 

$11,722.33 

$ 9,098.00 
9,178.94 
9,440.85 

10,874.00 

$18,383.99 
18,405.63 

5. U. T. Austin: Chemical and Petroleum Engineering Build
ing (Project No. 102-452) - Report of Errors in Bids and 
Requests to Excuse Environ, Inc., Austin, Texas, from Its 
Bid on Base Proposal "H" (Petroleum Engineering Office 
Furniture), Southwest Office Interiors, Austin, Texas, 
from Its B1.d on Base Proposal "H" (Petroleum Eng1.neer1.ng 
Office Furniture), and Business Interiors, Arlington, 
Texas, from Its Bid on Base Proposal "I" (Steel Desks 
and Chairs); Recommended Award of Contracts for Furniture 
and Furn1.sh1.ngs to Rockford Bus1.ness Inter1.ors, Aust1.n, 
Texas; Southwest Office Interiors, Austin, Texas; Stewart 
Contract Inter1.ors, Dallas, Texas; Env1.ron, Inc., Aust1.n, 
Texas; Labry Commercial Inter1.ors, Inc., Aust1.n, Texas; 
Lundia Division of MII, Inc., Jacksonville, Illinois; 
Kewaunee Sc1.ent1.f1.c c/o P.A.C., Aust1.n, Texas; Amer1.can 
Desk Manufactur1.ng Company - Taylor D1.v1.sion, Taylor, 
Texas; Business Interiors, Arlington, Texas; Pack-Mark 
Shi~ping Supplies, Inc., San Antonio, Texas; Interior 
Env1.ronments, Austin, Texas; and Sherrill Draperies, 
Inc., Austin, Texas, and Request for Authorization for 
the Chancellor to Sign the Contracts (Exec. Com. Let-
ter 86-3). --

RECOMMENDATIONS 

The Executive Committee concurs in the recommendation of Presi
dent Cunningham and the Office of the Chancellor that the U. T. 
Board of Regents: 

a. Excuse Environ, Inc., Austin, Texas, from its 
bid on Base Proposal "H" (Petroleum Engineer
ing Office Furniture), Chemical and Petroleum 
Engineering Building at U. T. Austin, because 
of an error in the bid 

b. Excuse Southwest Office Interiors, Austin, 
Texas, from its bid on Base Proposal "HI' 
(Petroleum Engineering Office Furniture), 
Chemical and Petroleum Engineering Building, 
because of an error in the bid 
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c. Excuse Business Interiors, Arlington, Texas, 
from its bid on Base Proposal "I" (Steel Desks 
and Chairs), Chemical and Petroleum Engineer
ing Building, because of an error in the bid 

d. Award contracts for furniture and furnishings 
for the Chemical and Petroleum Engineering 
Building to the following lowest responsible 
bidders: 

Rockford Business Interiors 
Austin, Texas 

Base Proposal "A" 
(Bookcases) 

Base Proposal "E" 
(Faculty Conference 
Room Furniture) 

Base Proposal "H" 
(Petroleum Engineering 
Office Furniture) 

Base Proposal "I" 
(Steel Desks and 
Chairs) 

Base Proposal "K" 
(Conference Tables) 

Base Proposal "S" 
(Benches) 

Total Contract Award to 
Rockford Business Interiors 

Southwest Office Interiors 
Austin, Texas 

Base Proposal "B" 
(Stacking Chairs) 

Base Proposal "G" 
(Chemical Engineering 
Office Furniture) 

Base Proposal "Q" 
(Reading Room 
Furniture) 

Total Contract Award to 
Southwest Office Interiors 

Stewart Contract Interiors 
Dallas, Texas 

Base Proposal "C" 
(Secretarial Chairs) 

Environ, Inc. 
Austin, Texas 

Base Proposal "D" 
(Faculty Chairs) 
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$ 55,868.17 

26,706.46 

38,547.00 

79,355.16 

44,531.06 

13,481.07 

$ 10,755.00 

126,146.00 

34,452.00 

$258,488.92 

$171,353.00 

$125,144.22 

$ 44,500.84 



Labry Commercial Interiors, Inc. 
Austin, Texas 

Base Proposal "F" 
(Visitor Seating) 

Base Proposal "L" 
(Files) 

Total Contract Award to 
Labry Commercial Interiors, Inc. 

Lundia Division of MII, Inc. 
Jacksonville, Illinois 

Base Proposal "J" 
(Compact Shelving) 

Kewaunee Scientific cjo P.A.C. 
Austin, Texas 

Base Proposal "M" 
(Laboratory Benches) 

$ 11,318.81 

90,911.04 

$ 102,229.85 

$ 15,200.00 

$ 21,683.88 

American Desk Manufacturing Company -
Taylor Division, Taylor, Texas 

Base Proposal "N" 
(Laboratory Work Stations) 

Business Interiors 
Arlington, Texas 

Base Proposal "O" 
(Miscellaneous) 

Pack-Mark Shipping Supplies, Inc. 
San Antonio, Texas 

Base Proposal "P" 
(Steel Storage Equipment) 

Interior Environments 
Austin, Texas 

Base Proposal "R" 
(Waste Receptacles and 
Coat Hooks) 

Sherrill Draperies, Inc. 
Austin, Texas 

Base Proposal "T" 
(Draperies) 

GRAND TOTAL RECOMMENDED CONTRACT AWARDS 

$ 288,055.00 

$ 159,148.37 

$ 100,200.00 

$ 12,456.93 

$ 2,850.00 

$1,301,311.01 

It is further recommended that the Chancellor be authorized 
to sign the contracts awarding these bids based on the results 
of the Executive Committee circularization. 
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BACKGROUND INFORMATION 

In accordance with authorization of the u. T. Board of Regents 
in June 1983, bids were called for and were received, opened 
and tabulated on August 29, 1985, as shown on Pages Ex.C 16-18 
for furniture and furnishings for the Chemical and Petroleum 
Engineering Building at U. T. Austin. Funds for the contract 
awards are available in the Furnishings and Equipment Account. 

With reference to Base Proposal "H" (Petroleum Engineering 
Office Furniture), the apparent lowest bidder, Environ, Inc., 
Austin, Texas, has alleged that a clerical error was made in 
its bid. In calculating the total amount of the bid for Pro
posal "H", seven out of nine types of items were entered into 
the memory of the calculator, whereas two out of the nine types 
of items were not entered into the memory. Therefore, when 
the total amount of the bid was recalled from the calculator 
memory, two subtotals of $3,763.62 and $974.70, were not 
included in the total. Had the total been correct, it would 
have been $37,702.13. Thus, the amount of the bid for Pro
posal "H" as submitted at $32,963.81 was short of the correct 
total $37,702.13, by $4,738.32. 

With respect to Base Proposal "H" (Petroleum Engineering Office 
Furniture), the apparent second lowest bidder, Southwest Office 
Interiors, Austin, Texas, alleges that an error was made in its 
bid. Southwest Office Interiors received quotations from its 
supplier of office furniture, Xception Design Ltd., and 
included a standard markup to arrive at the bid price. How
ever, Southwest failed to include the correct freight costs in 
its markup, resulting in erroneous bid prices on all 102 items 
in Base Proposal "H". The total of the extensions for all 
items was $34,750 when it should have been $38,750 had it cor
rectly included the freight costs. Award to the next lowest 
bidder, Rockford Business Interiors, Austin, Texas, is recom
mended. The bid of Rockford for Base Proposal "H" (Petroleum 
Engineering Office Furniture) of $38,547 compares favorably 
with the estimated cost of $56,152, and with the other bids 
received. 

With reference to Base Proposal "I" (Steel Desks and Chairs), 
the apparent lowest bidder, Business Interiors, Arlington, Texas, 
alleges that an error was made in its bid. This proposal 
included 62 work stations, each made up of a desk and standard 
attached shelf unit. However, Business Interiors failed to 
include the cost of the 62 shelf units, at a cost of $11,160, 
which should have been included in Base Proposal "I", had the 
proposal been correct. Had the bid correctly included complete 
components for the 62 work stations, the total bid by Business 
Interiors for Base Proposal "I", would have been $75,824.21. 
If Business Interiors were required to perform the contract at 
its bid price of $64,664.21, for Base Proposal "I", it would 
experience a significant cash loss. Award to the next lowest 
bidder, Rockford Business Interiors, Austin, Texas, appears to 
be justified. The bid of Rockford Business Interiors for Base 
Proposal "I" (Steel Des,ks and Chairs) of $79,355.16 compares 
favorably with the estimated cost of $80,940. 

The Office of General Counsel has reviewed the three erroneous 
bids, agrees in the assessment stated above, and recommends 
that all three firms be excused from their erroneous bids. 

With reference to Base Proposal "F" (Visitor Seating), only 
one bid was received, although products from alternative 
manufacturers were approved for bidding purposes. A survey of 
dealers for alternate manufacturers revealed several reasons 
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why they did not submit bids. One company did not bid because 
it was unable to secure bonding by the bid opening date. 
Another company did not bid because it was unable to secure 
pricing from the manufacturer by the bid opening time. The 
bid submitted of $11,318.81 was less than the estimated cost 
of $11,955. It is believed that rebidding this package 
would not improve results. 

With reference to Base Proposal "J" (Compact Shelving), only 
one bid was received, although products from alternative 
manufacturers were approved for bidding purposes. A represen
tative of the alternate manufacturer returned the bid package 
with the explanation that he was too busy with other work to 
submit a bid. The bid submitted of $15,200 was less than 
the estimated cost of $18,036. It is believed that rebidding 
this package would not improve results. 

With reference to Base Proposal "K" (Conference Tables), the 
lowest bid of $2,116 was not a responsible bid, in that it 
was an incomplete bid. The bid on Base Proposal "K" by Lundia 
Division of MII, Inc., included only two of eleven items 
required by the specifications. The lowest responsible bid on 
Base Proposal "K" submitted by Rockford Business Interiors at 
$44,531.06 was less than the estimated cost of $46,000. It 
is believed that rebidding this package would not improve 
results. 

With reference to Base Proposal 11 M" (Laboratory Benches), the 
lowest bid of $21,683.88 was the only bid submitted on this 
package, although alternative manufacturers were approved for 
bidding purposes. A survey of the bidders revealed that one 
manufacturer was unwilling to bid on laboratory benches as 
specialized as those required for this laboratory. Another 
manufacturer could not provide the steel laboratory benches 
required by the specifications. The bid of $21,683.88 was 
less than the estimated cost of $31,000. It is believed that 
rebidding would not improve results. 

With reference to Base Proposal 11 0 11 (Miscellaneous), the bid 
of $159,148.37 was the only bid submitted on this package, 
although alternative manufacturers were approved for bidding 
purposes. A survey of the bidders revealed that several of 
them had difficulty in obtaining responses to requests for 
cost quotations from the manufacturers, and were unable to 
complete their bids for this package. The bid of $159,148.37 
was less than the estimated cost of $161,000. It is believed 
that rebidding would not improve results. 

Base Proposal 11 A11 , Bookcases 

Rockford Business Interiors 
Southwest Office Interiors 
Disco Print Company 
Labry Commercial Interiors, Inc. 
Business Interiors 
Lundia Division of MII, Inc. 

Base Proposal 11 B11 , Stacking Chairs 

Southwest Office Interiors 
Disco Print Company 

Base Proposal 11 C11
, Secretarial Chairs 

Stewart Contract Interiors 
Clegg/Austin 
Labry Commercial Interiors, Inc. 
Evans-Monical, Inc. 
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$ 55,868.17 
56,432.00 
57,173.50 
58,562.52 
63,268.55 
93,155.00 

$ 10,755.00 
11,112.70 

$125,144.22 
125,669.31 
129,737.60 
131,028.00 



Base Proposal 11 D11 , Faculty Chairs 

Environ, Inc. 
Rockford Business Interiors 
Business Interiors 

Base Proposal 11 E11
, Faculty Conference 

Room Furniture 

Rockford Business Interiors 
Business Interiors 

Base Proposal 11 F11
, Visitor Seating 

Labry Commercial Interiors, Inc. 

Base Proposal 11 G11 , Chemical Engineering 
Office Furniture 

Southwest Office Interiors 
Business Interiors 

Base Proposal 11 H11 , Petroleum Engineering 
Office Furniture 

Environ, Inc. 
Southwest Office Interiors 
Rockford Business Interiors 
Labry Commercial Interiors, Inc. 
Evans-Monical, Inc. 
Business Interiors 

Base Proposal 11 I 11 , Steel Desks and Chairs 

Business Interiors 
Rockford Business Interiors 

Base Proposal 11 J 11 , Compact Shelving 

Lundia Division of MII, Inc. 

Base Proposal 11 K11 , Conference Tables 

Lundia Division of MII, Inc. 
Rockford Business Interiors 

Base Proposal 11 L11
, Files 

Labry Commercial Interiors, Inc. 
Southwest Office Interiors 
Rockford Business Interiors 
Business Interiors 

Base Proposal 11 M11 , Laboratory Benches 

Kewaunee Scientific cjo P.A.C. 

Base Proposal 11 N11
, Laboratory Work Stations 

American Desk Manufacturing Company -
Taylor Division 

Max Grigsby Company, Inc. 

Base Proposal 11 Q11
, Miscellaneous 

Business Interiors 
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$ 44,500.84 
45,785.21 
49,077.70 

$ 26,706.46 
27,358.65 

$ 11,318.81 

$126,146.00 
135,887.26 

$ 32,963.81 
34,750.00 
38,547.00 
39,400.07 
40,013.00 
40,806.05 

$ 64,664.21 
79,355.16 

$ 15,200.00 

$ 2,116.00 
44,531.06 

$ 90,911.04 
90,943.00 
91,903.14 

140,824.95 

$ 21,683.88 

$288,055.00 
304,613.28 

$159,148.37 



Base Proposal 11 P 11
, Steel Storage Equipment 

Pack-Mark Shipping Supplies, Inc. 
Austin Material Handling 

Base Proposal 11 0 11
, Reading Room Furniture 

Southwest Office Interiors 
Rockford Business Interiors 
Evans-Monical, Inc. 

Base Proposal 11 R11
, Waste Receptacles 

and Coat Hooks 

Interior Environments 
Rockford Business Interiors 

Base Proposal 11 S", Benches 

Rockford Business Interiors 

Base Proposal "T", Draperies 

Sherrill Draperies, Inc. 
Dallas Drapery 
Dismukes Blind & Drapery Company, Inc. 

$100,200.00 
102,823.54 

$ 34,452.00 
34,487.73 
36,855.81 

$ 12,456.93 
12,475.76 

$ 13,481.07 

$ 2,850.00 
4,425.00 
5,012.10 

6. U. T. Austin: Salary Increases Requiring Advance Regental 
Approval Under Budget Rules and Procedures No. 2 (Exec. 
Com. Letter 86-4).--

RECOMMENDATION 

The Executive Committee concurs in the recommendation of Presi
dent Cunningham and the Office of the Chancellor that the U. T. 
Board of Regents approve the following salary increases at The 
University of Texas at Austin: 

Measurement and Evaluation Center 

Increase the annual rate of Assistant Director Barbara G. 
Dodd from $27,756 to $33,804 effective September 1, 1985. 

Source of Funds: 

State: $ 33,804 Departmental Classified Salaries 

(RBC =IH65) 

McDonald Observatory 

Increase the annual rate of Research Scientist Peter J. 
Shelus from $45,500 to $52,000 effective September 1, 1985. 

Source of Funds: 

Other: $ 52,000 Federal Contracts 

(RBC =1*222) 
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BACKGROUND INFORMATION 

Dr. Barbara Dodd has consistently displayed excellent profes
sional knowledge of the field of psychometrics, outstanding 
skill and judgment in working with faculty members and admin
istrators on professional matters and excellent skill in 
supervising and directing the activities of staff members. 
She is dependable, conscientious, and willing to put in what
ever amount of time and effort is required to meet her profes
sional obligations. 

Dr. Peter Shelus deserves much of the credit for the McDonald 
Lunar Laser Ranging Program which has contributed uniquely to 
our understanding of the lunar orbit, with implications on 
the validity of General Relativity, on the possible variation 
of Newton's Gravitational Constant, and on the structure of 
the lunar interior. He has provided a major amount of this 
data for the NASA Crustal Dynamics program, with implications 
on plate tectonics, earthquake prediction and polar motion. 

Dr. Shelus' research has clearly brought him and u. T. Austin 
international stature in astronomy and geophysics. His 
success is perhaps also measured by the $3 million in grants 
and contracts he presently directs. 

7. U. T. Health Science Center- Dallas: Salary Increases 
Requiring Advance Regental Approval Under Budget Rules 
and Procedures No. 2 (Exec. Com. Letter 86-4).--

RECOMMENDATION 

The Executive Committee concurs with the recommendation of 
President Sprague and the Office of the Chancellor that the u. T. 
Board of Regents approve the following salary increases at The 
University of Texas Health Science Center at Dallas: 

Internal Medicine 

Increase the total compensation of Assistant Professor 
Michael D. Winniford (Nontenure) from $72,400 to $80,400 
effective October 1, 1985. 

Source of Funds: 

State: 
Other: 

Augmentation: 

(RBC #111) 

$43,800 Departmental Faculty Salaries 
18,000 National Institutes of Health 

Grant 
$61,800 Total Salary 
18,600 MSRDP Fund 

$80,400 Total Compensation 
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Increase the total compensation of Associate Professor 
L. Hillis (Nontenure) from $94,500 to $104,500 effective 
October 1, 1985. 

Source of Funds: 

State: 
Other: 

Augmentation: 

(RBC #113) 

$ 58,500 Departmental Faculty Salaries 
36,000 National Institutes of Health 

Grant 
$ 94,500 Total Salary 

10,000 MSRDP Fund 
$104,500 Total Compensation 

Increase the total compensation of Assistant Professor 
Anne L. Taylor (Nontenure) from $61,800 to $73,800 
effective October 1, 1985. 

Source of Funds: 

State: 
Other: 

Augmentation: 

(RBC #110) 

$18,200 Departmental Faculty Salaries 
43,600 National Institutes of Health 

Grant 
$61,800 Total Salary 
12,000 MSRDP Fund 

$73,800 Total Compensation 

Increase the total compensation of Research Assistant 
Professor George c. Haidet (Nontenure) from $59,700 to 
$69,700 effective October 1, 1985. 

Source of Funds: 

State: 
Other: 

Augmentation: 

(RBC #109) 

$30,000 Departmental Faculty Salaries 
29,700 National Institutes of Health 

Grant 
$59,700 Total Salary 
10,000 MSRDP Fund 

$69,700 Total Compensation 

Increase the total compensation of Professor 
Leonard L. Madison (Tenure) from $99,400 to $103,700 
effective October 1, 1985. 

Source of Funds: 

State: $ 82,500 Departmental Faculty Salaries 
Other: 7,500 MSRDP Grant 

$ 90,000 Total Salary 
Augmentation: 13,700 MSRDP Fund 

$103,700 Total Compensation 

(RBC #112) 
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Obstetrics and Gynecology 

Increase the total compensation of Professor of Clinical 
Obstetrics and Gynecology and Director of House Officer 
Education Alvin Brekken (Nontenure) from $94,000 to $100,000 
effective October 1, 1985. 

Source of Funds: 

State: 
Other: 

Augmentation: 

(RBC #106) 

$ 55,100 Departmental Faculty Salaries 
10,800 Public Health Service 
14,100 Family Planning Operating Fund 

$ 80,000 Total Salary 
20,000 MSRDP Fund 

$100,000 Total Compensation 

Increase the total compensation of Assistant Professor 
DavidS. Guzick (Nontenure) from $76,700 to $82,700 
effective October 1, 1985. 

Source of Funds: 

State: 
Other: 

Augmentation: 

(RBC #107) 

$55,030 Departmental Faculty Salaries 
7,670 Family Planning Operating Fund 

$62,700 Total Salary 
20,000 MSRDP Fund 

$82,700 Total Compensation 

BACKGROUND INFORMATION 

These recommended increases in total compensation are for seven 
faculty members who are undertaking increasing clinical activi
ties effective October 1, 1985. These increases will be in the 
"augmentation" component of compensation, funded from MSRDP. 
The faculty members understand that continuation of this compo
nent is dependent on their maintaining their increased level of 
clinical activity, as well as on there being sufficient MSRDP 
funds to continue to cover.the increases. In each case, the 
department chairman has documented that a substantive change in 
activities is being made. · 

In the cases of Drs. Winniford and Hillis, they have assumed 
considerable more responsibility in performing cardiac 
catheterization procedures and clinical electrophysiological 
procedures. 

In the cases of Drs. Taylor and Haidet, their clinical refer
rals have increased significantly by means of seeing private 
patients in the Aston Center as well as extending their time 
in developing new programs in Doppler imaging and echocardi
ography. 

In the case of Dr. Madison, he has assumed heavy clinical com
mitments in diabetic counseling, as well as metabolic consulta
tions. 
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In the case of Dr. Brekken, he has assumed heavy clinical com
mitments in material-fetal medicine consultations both at St. 
Paul Hospital as well as the Aston Center. 

In the case of Dr. Guzick, his clinical referrals have increased 
significantly with the opening of the invitro fertilization 
clinic at the Aston Center. 

8. U. T. Medical Branch - Galveston - Pharmacology Building 
Containment Laboratory (Project No. 601-543): Recom
mended Award of Construction Contract to Comex Corpora
tion, General Contractors - Engineers, Deer Park, Texas 
(Exec. Com. Letter 86-4).--

RECOMMENDATION 

The Executive Committee concurs with the recommendation of Presi
dent Levin and the Office of the Chancellor that the U. T. Board 
of Regents award a construction contract for the Pharmacology 
Building Containment Laboratory at the U. T. Medical Branch -
Galveston to the lowest responsible bidder, Comex Corporation, 
General Contractors - Engineers, Deer Park, Texas, for the base 
bid in the amount of $686,200. 

BACKGROUND INFORMATION 

In accordance with the authorization of the u. T. Board of 
Regents in August 1985, bids for the Pharmacology Building 
Containment Laboratory at the U. T. Medical Branch - Galveston 
were received and opened on October 17, 1985, as shown below: 

Bidder 

Comex Corporation 
Deer Park, TX 

Schultz & Lembo, Inc. 
Houston, TX 

W. J. Hessert Construction 
Company, Inc., Houston, TX 

Robert E. McKee, Inc. 
Houston, TX 

A-1 Constructors, Inc. 
Houston, TX 

John Gray Company, Inc. 
Galveston, TX 

MSI of Houston, Inc. 
Houston, TX 

Manhattan Construction Company 
Houston, TX 

Base Bid 

$686,200 

699,000 

700,000 

719,000 

725,000 

755,893 

789,597 

869,000 

The construction involves shell space located on the third floor 
of the Pharmacology Building and when completed will fill a 
critical need for a properly designed containment laboratory 
for research projects involving toxic materials. 
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A construction contract award in the amount of $686,200 can be 
made to the lowest responsible bidder, Comex Corporation, Deer 
Park, Texas, within the funds previously appropriated for this 
project. 

9. U. T. Medical Branch - Galveston: Salary Increases 
Requiring Advance Regental Approval Under Budget Rules 
and Procedures No. 2 (Exec. Com. Letter 86-4).--

RECOMMENDATION 

The Executive Committee concurs with the recommendation of Presi
dent Levin and the Office of the Chancellor that the U. T. Board 
of Regents approve the following salary increases at The Univer
sity of Texas Medical Branch at Galveston: 

Internal Medicine - Pathology 

Increase the total compensation of Associate Professor 
Ethel V. Patten (Tenure) from $68,000 to $75,000 effective 
October 1, 1985. 

Source of Funds: 

State: 
Other: 

Augmentation: 

(RBC #22) 

Microbiology 

$23,000 
40,000 

$63,000 
12,000 

$75,000 

Departmental Faculty Salaries 
Department of Health and Human 

Services Grant 
Total Salary 
MSRDP Fund 
Total Compensation 

Increase the total salary of Assistant Professor 
Clifford W. Houston (Nontenure) from $38,432 to $44,632 
effective November 1, 1985. 

Source of Funds: 

State: 
Other: 

(RBC #26) 

$38,867 
5,765 

$44,632 

Departmental Faculty Salaries 
Department of Health and Human 

Services Grant 
Total Salary 

Increase the total salary of Associate Professor 
Gary R. Klimpel (Nontenure) from $42,293 to $47,435 
effective November 1, 1985. 

Source of Funds: 

State: 
Other: 

(RBC #28) 

$41,091 
6,344 

$47,435 

Departmental Faculty Salaries 
Department of Health and Human 

Services Grant 
Total Salary 
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Ophthalmology 

Increase the total compensation of Assistant Professor 
Joel A. Schulman (Nontenure) from $87,000 to $95,000 
effective October 1, 1985. 

Source of Funds: 

State: 

Augmentation: 

(RBC #21) 

$66,750 

$66,750 
28,250 

$95,000 

Departmental Faculty Salaries 

Total Salary 
MSRDP Fund 
Total Compensation 

BACKGROUND INFORMATION 

Dr. Ethel Patten is Director of the Blood Bank where she has 
created a high level of competence in this vital medical func
tion. In addition, Dr. Patten is an effective teacher in the 
Division of Hematology-Oncology. Dr. Patten also publishes 
widely, most recently in the April issue of "Texas Medicine." 
Recently, Dr. Patten was awarded a National Heart, Lung, and 
Blood Institute "Transfusion Medicine Academic Award." This 
award, which is for five years, includes salary supplements for 
Dr. Patten and another faculty member. Dr. Patten contributes 
greatly to the mission of the Department of Internal Medicine 
and provides excellent direction for the Blood Bank. 

Dr. Clifford Houston publishes many high quality studies on 
the role of toxins during bacterial infections and is also an 
expert in the area of immunological testing for antigens and 
antibodies using the ELISA technique. He is an excellent and 
committed teacher of medical and graduate students. As a minor
ity faculty member, he not only sets an excellent example for 
all students in the area of scholarship and teaching, but he 
serves unstintingly on minority action committees both within 
the U. T. System and for the federal government. 

Dr. Gary Klimpel is a recognized world expert in the area of 
bone marrow function and the role of immunity and leukocytes 
during the defense against viral infections. He is an excel
lent teacher of medical and graduate students in Microbiology 
and Immunology courses. He writes review articles and has con
tributed a major chapter to a widely distributed textbook on 
medical microbiology. Dr. Klimpel functions as principal 
advisor to graduate students and enthusiastically provides his 
time in service responsibilities. 

During the last year Dr. Joel Schulman has proved to be a 
highly productive faculty member. His clinical expertise is 
necessary to the continued success of the operations of the 
Department of Ophthalmology. He assists with the patient care 
load and performs innovative surgery. In addition to his 
clinical work, Dr. Schulman has recently coauthored a book 
entitled Principles of Vitreous Microsurgery. 
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10. u. T. Health Science Center - Houston: Salary Increase 
Requiring Advance Regental Approval Under Budget Rules 
and Procedures No. 2 (Exec. Com. Letter 86-4).--

RECOMMENDATION 

The Executive Committee concurs with the recommendation of 
President Bulger and the Office of the Chancellor that the U. T. 
Board of Regents approve the following salary increase at The 
University of Texas Health Science Center at Houston: 

Surgery - General 

Increase the total compensation of Professor and Chairman 
Frank G. Moody (Tenure) from $172,500 to $181,200 effective 
September 1, 1985. 

Source of Funds: 

State: 

Augmentation: 

(RBC #140) 

$ 90,600 Departmental Faculty Salaries 

$ 90,600 Total Salary 
90,600 MSRDP Funds 

$181,200 Total Compensation 

BACKGROUND INFORMATION 

This action corrects an error made in the 1985-86 budget. 
Dr. Moody's 1984-85 total compensation was $171,000. 

11. u. T. Cancer Center (U.T. M. D. Anderson Hos~ital -
Houston): Blanche Bender Fund- Recommendat1on for Oil 
and Gas Lease on Und1v1ded Mineral Interest 1n Montgomery 
County, Texas, to Shell Oil Company, Conroe, Texas (Exec. 
Com. Letter 86-4).--

RECOMMENDATION 

The Executive Committee concurs with the recommendation of Presi
dent LeMaistre and the Office of the Chancellor that the u. T. 
Board of Regents authorize an oil and gas lease covering an 
undivided 1/4 interest in 367 acres (University's 91.75 net 
acres) out of the Montgomery County School Land Survey, Ab. 351, 
Montgomery County, Texas (Blanche Bender Fund - The University 
of Texas System Cancer Center - U.T. M. D. Anderson Hospital -
Houston), to Shell Oil Company, Conroe, Texas. The proposed 
lease provides for a 1/4 royalty, $200 per acre bonus, a $25 per 
acre annual rental and a three-year term. 
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BACKGROUND INFORMATION 

This mineral interest is among several producing and nonproduc
ing properties conveyed by Mrs. Blanche Bender to the U. T. 
Board of Regents by deed dated February 25, 1950. All minerals 
were reserved during the life of Mrs. Bender for her benefit, 
and upon her death in 1974, the u. T. Cancer Center became 
entitled to this undivided 1/4 mineral interest. 

Shell Oil Company has leased the remaining 3/4 mineral interest 
from Bender heirs and others at the above consideration which, 
according to a survey by the Lands Analyst in the Office of 
General Counsel, equals or exceeds bonuses and royalties paid 
for leases in this area. Shell has requested action on their 
proposal at an early date in order to begin title work and 
preparations for drilling as soon as possible. 

12. u. T. Health Center - Tyler: Transfer of Funds Requir
ing Advance Regental Approval Under Budget Rules and 
Procedures No. 2 (Exec. Com. Letter 86-4).--

RECOMMENDATION 

The Executive Committee concurs with the recommendation of 
Director Hurst and the Office of the Chancellor that the u. T. 
Board of Regents approve the following transfer of funds at The 
University of Texas Health Center at Tyler: 

Educational and General Funds 

Amount of Transfer - $700,000 

From: Unappropriated Balance (via Estimated Income) -
1984-85 

To: Hospital Equipment 

(RBC #136) 

BACKGROUND INFORMATION 

The University of Texas Health Center at Tyler exceeded Esti
mated Educational and General Income by $700,000 during the 
1984-85 fiscal year. This amount is within the 20% restriction 
allowed in the appropriations bill. It is recommended that 
this amount be budgeted to provide funds for new and/or replace
ment of hospital equipment. 
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Finance and Audit Com. 



Date: 

Time: 

FINANCE AND AUDIT COMMITTEE 
COMMITTEE CHAIRMAN YZAGUIRRE 

December 5, 1985 

Following the meeting of the Executive Committee 

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

1. 

2. 

3. 

4. 

U. T. System: Docket No. 25 of the Office of 
the Chancellor 

U. T. System: Proposed Amendment to the Pol
icy for Filing Financial Disclosure Statements 
for Implementation of Section 86 of Article V 
of the General Appropriations Act 

U. T. System: Proposed Amendments to Resolu
tion Adopted by the U. T. Board of Regents in 
January 1971, Establishing Qualifications for 
Commissioned Law Enforcement Personnel 

U. T. System Administration and U. T. Austin: 
Recommendation to Amend List of Individuals 
Authorized to Negotiate, Execute and Adminis
ter Classified Government Contracts (Managerial 
Group) 
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1. U. T. System: Docket No. 25 of the Office of the Chan
cellor.--

RECOMMENDATION 

It is recommended that Docket No. 25 of the Office of the 
Chancellor be approved. 

It is requested that the Committee confirm that authority 
to execute contracts, documents, or instruments approved 
therein has been delegated to the officer or official 
executing same. 

2. U. T. System: Proposed Amendment to the Policy for Fil-
ing Financial Disclosure Statements for Implementation of 
Section 86 of Article V of the General Appropriations Act.--

RECOMMENDATION 

The Office of the Chancellor recommends that the policy adopted 
at the August 1985 meeting of the U. T. Board of Regents for 
implementing the filing of financial disclosure statements 
required by Section 86 of Article V of the General Appropria
tions Act for 1986-87 be amended as follows:· 

11 a. The financial disclosure statement form promul
gated by the Secretary of State for purposes of 
compliance with Section 4 of Article 6252-9b, 
Vernon's Civil Statutes, shall be utilized by 
The Un1versity of Texas System personnel who are 
required to file statements in compliance with 
Section 86 of Article V of the General Appropria
tions Act for 1986-87. 

11 b. The financial disclosure statement shall be sub
mitted to the U. T. Board of Regents for review 
and approval through the dockets of the component 
institutions and the U. T. System and upon 
approval by the Board shall be filed as a part of 
the records of the Office of the Board of Regents. 

11 c. Initial financial disclosure statements shall be 
submitted for review and approval of the Board 
at its meeting on October 10-11, 1985, and there
after shall be submitted annually at the meeting 
of the Board immediately preceding the beginning 
of the fiscal year on September 1. Persons who 
are appointed to positions requiring the filing 
of such statement shall submit same to the Board 
for review and approval at the first meeting of 
the Board following their appointment. 

11 d. Only those persons who are required to file finan
cial disclosure statements with the Secretary of 
State pursuant to Section 3 of Article 6252-9b, 
Vernon's civil Statutes, are required to file 
statements pursuant to Section 86 of Article V 
of the General Appropriations Act for 1986-87. 
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11 [a~-Pe~8eB8-a~~e~B~ea-~e-~ae-{e~~ew~B§-~e8~~~eB8-8Ra~~ 
{~~e-~ae-~e~~~~ea-{~BaBe~a~-a~8e~e8~~e-8~a~emeB~~ 

[Y~-~~-s:y8~em 

f~1 SfiaBee~~e~ 
f~1 EHee~~~ve-V~ee-eaaBee~~e~-{e~-Aeaaem~e 

A{{a~~8 
f31 EHee~~~ve-V~ee-eaaBee~~e~-{e~-Hea~~a 
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f51 V~ee-eaaBee~~e~-aBa-6eBe~a~-ee~B8e~ 
f61 EHee~~~ve-B~~ee~e~-{e~-F~BaBee-aBa 

Aam~B~8~~a~~eB 
f~1 B~~ee~e~;-B~8~Be88-aBa-Aam~B~8~~a~~ve 

Se~v~ee8 
f81 Sem~~~e~~e~ 
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SeB8~~~e~~eB 
f~91 EHee~~~ve-B~~ee~e~-{e~-fBVe8~eB~8 

aBa-~~~8~8 

Sem~eBeB~-fB8~~~~~~eB8 

f~~1 Sa~e{-Aam~B~8~~a~~ve-Q{{~ee~ 
f~~1 Sa~e{-B~8~Be88-9{{~ee~ 
f~31 B~8~Be88-MaBa§e~ 
f~41 P~~eaa8~B§-A§eB~] 

11 [e~ ~ae-eaaBee~~e~-aBa-ea~e{-Aam~B~8~~a~~ve-9{{~ee~8-e{ 
~ae-aeaaemie-eem~eBeB~-~B8~~~~~~eB8-e{-~ae-Y~-~~ 
6:f8~em-may-{~~e-ee~~e8-e{-~ae-{~BaBe~a~-8~a~emeB~8 
~aa~-~aey-e~~~eB~~y-a~e-~e~~~~ea-~e-{~~e-w~~a-~ae 
6ee~e~a~y-e{-S~a~e-~~~8~aB~-~e-See~~eB-3-e{-A~~~e~e 
6~5~-98;-Ve~BeB~8-S~v~~-s~a~~~e8~] 11 

BACKGROUND INFORMATION 

At the August 1985 meeting of the U. T. Board of Regents, a 
policy was adopted for implementing the requirement contained 
in Section 86 of Article V of the General Appropriations Act 
for 1986-87 that certain officers and employees of state agen
cies file financial disclosure statements with the governing 
body of the agency. 

Attorney General Jim Mattox has ruled in Opinion No. JM-343 
that Section 86 of Article V cannot broaden the scope of Sec
tion 3 of Article 6252-9b, Vernon's Civil Statutes, which 
lists the persons who must f1le f1nanc1al disclosure statements 
under that statute. The result of this ruling by the Attorney 
General is that only persons required to file financial disclo
sure statements with the Secretary of State under Section 3 of 
Article 6252-9b must file financial disclosure statements with 
the governing body of their agency pursuant to Section 86 of 
Article v of the General Appropriations Act for 1986-87. There
fore, it is appropriate to amend the policy adopted by the 
U. T. Board of Regents as recommended above. 
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3. u. T. System: Proposed Amendments to Resolution Adopted 
by the u. T. Board of Regents in January 1971, Establish
ing Qualifications for Commissioned Law Enforcement Per
sonnel.--

RECOMMENDATION 

The Office of the Chancellor recommends that the educational 
requirements for commissioned personnel, as defined by 
Paragraph 3 of a Resolution adopted by the U. T. Board of 
Regents at its January 1971 meeting be amended as follows: 

3. [eaaB~es-~B-eaHea~~eBa±-Fe~H~FemeB~s-se-as-~e 
eeB£eFm-~e-~ae-~e±~ey-aae~~ea-sy-~ae-~eHas 
Be~aF~eB~-e£-PHs±~e-Sa£e~y-fe££ee~~ve 
se~~emaeF-~,-~9~~1~ 
a~---E{{ee~~ve-FesFHaFy-~,-~9~~~-a~~±~eaB~ 

mHs~-aave-a~-±eas~-~5-semes~eF-keHFS-{Fem 
aB-aeeFea~~ea-ee±±e~e~ 

s~---E{{ee~~ve-Se~~emaeF-~;-~9~~~-a~~±~eaB~ 
mHs~-aave-a~-±eas~-39-semes~eF-keHFS-{Fem 
aB-aeeFea~~ea-ee±±e~e~ 

e~---E{{ee~~ve-Se~~emaeF-~7-~9~37-a~~±~eaB~ 
mHs~-aave-a-m~B~mHm-e£-45-semes~eF-keHFS 
{Fem-aB-aeeFea~~ea-ee±±e~e~ 

a~---E{{ee~~ve-Se~~emaeF-~;-~9~4;-a~~±~eaB~ 
mHs~-aave-a-m~B~mHm-e£-69-semes~eF-ReHFS 
e£-ee±±e~e-eFea~~~ 

e~J Effective January 1, 1986 [Se~~emaeF-~7-~9~5], 
an applicant for admission to the u. T. 
system Police Academy must have a 
minimum of sixty i60l semester college hours. 
The applicant may fulfill this college 
requirement by substituting two years of 
continuous employment as a police guard by a 
component institution within the U. T. system. 

[ffB-eHee~~~eBa±-eases7-~aese-Fe~H~FemeB~s-may-se 
wa~vea-~Fev~aea-~aa~-~ae-ae£~e~eBey-~s-Femevea-w~~a~B 
~we-yeaFs-{Fem-~ae-aa~e-e£-~e-eemm~ss~eB~B~-as 
~e±~eemeB~1J 

BACKGROUND INFORMATION 

The current educational requirements for applicants to the 
u. T. System Police Academy were established to comply with 
policies adopted by the Texas Department of Public Safety in 
1971. The proposed amendments would establish a career path 
for persons currently employed by component institutions as 
guards, would promote stability in employment, and broaden the 
current applicant pool for the Police Academy. 

These amendments have been reviewed and approved by the Councils 
of Academic and Health Institutions. 
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4. U. T. System Administration and U. T. Austin: Recommenda
tion to Amend List of Individuals Authorized to Negotiate, 
Execute and Administer Classified Government Contracts 
(Managerial Group).--

RECOMMENDATION 

The Office of the Chancellor recommends that the U. T. Board 
of Regents amend the list of officers known as the Managerial 
Group cleared for access to classified government contracts 
pursuant to the Security Agreement of the u. T. System by 
deleting Mr. Robert L. Anderson, Financial Associate, and 
Dr. Peter T. Flawn, President, U. T. Austin, and adding 
Dr. William H. Cunningham, President, u. T. Austin, to the 
Managerial Group. Additionally, Dr. Gerhard J. Fonken's title 
should be changed from Vice-President for Academic Affairs and 
Research to Executive Vice-President and Provost. 

BACKGROUND INFORMATION 

This amendment updates the roster of administrative officials 
authorized access to classified material and to negotiate, 
execute and administer classified government contracts pur
suant to the Security Agreement of the U. T. System with the 
United States Department of Defense adopted by the U. T. Board 
of Regents on April 11, 1985. Designation of individuals in 
the Managerial Group is by virtue of position, thereby neces
sitating this amendment with Mr. Anderson's and Dr. Flawn's 
retirement, Dr. Cunningham's appointment as President, and 
Dr. Fonken's appointment as Executive Vice-President and 
Provost. 
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Academic Affairs Com. 



Date: 

Time: 

ACADEMIC AFFAIRS COMMITTEE 
COMMITTEE CHAIRMAN BALDWIN 

December 5, 1985 

Following the meeting of the Finance and Audit Committee 

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

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

U. T. System: Report for the Record -
u. T. Component Mission (Role and Scope) 
Statements 

u. T. Austin: Request for Permission for 
Individual to Serve on the Joint Special 
Committee on Cogeneration [Regents' Rules 
and Regulations, Part One, Chapter III, 
Section 13, Subsections 13.(10) and 13.(11)] 

u. T. Austin: Proposed Appointment to the 
G. B. Dealey Regents Professorship in Commu
nication in the College of Communication 
Effective September 1, 1986 

U. T. Austin: Proposed Appointment to the 
Robert B. Trull Chair in Engineering, 
College of Engineering, for the Period 
February 1, 1986 Through March 15, 1986 

U. T. Austin: Proposed Appointments to 
Endowed Academic Positions in the College 
of Engineering Effective as Indicated 
(No Publicity) 

U. T. Austin: Recommendation to Name a 
Room in the New Chemical and Petroleum 
Engineering Building (Regents' Rules and 
Regulations, Part One, Chapter VIII, 
Section 1, Subsection 1.2, Naming of 
Facilities Other Than Buildings) 

u. T. Austin: Recommended Concurrence 
in Acquisition of Special Research 
Collection and Requested Authorization 
for Institutional Representatives to 
Negotiate Purchase Agreement (No 
Publicity) 

u. T. Austin: Request to Approve Pri
vate Fund Development Campaign for the 
College of Pharmacy (Regents' Rules and 
Regulations, Part One, Chapter VII, 
Section 2, Subsection 2.44) and to Concur 
in an Agreement to Establish a Scholar
ship Fund for the College of Pharmacy 
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9. u. T. Austin: Recommendation for 
Conditional Renewal of Memorial Stadium 
Option Seat Plan on an Annual Basis 
Effective with the 1986 Season and 
Approval of Increases in Minimum Dona
tions for Respective Options 

10. u. T. Dallas: Request to Replace Eight 
Current Degree Programs in the School of 
Arts and Humanities with Four Interdis
ciplinary Degrees and to Submit the 
Proposed Programs to the Coordinating 
Board for Approval (Catalog Change) 

11. u. T. El Paso: Recommendation for 
Approval to Increase the Student 
Services Fee (Required) Effective with 
the Spring Semester 1986 (Catalog 
Change) 

12. u. T. El Paso: Proposed Memoranda of 
Agreement with a) The Center for 
Research on the Northern Border of 
Mexico, b) The Autonomous University 
of Ciudad Juarez, and c) The National 
Institute of Investigations of Biotic 
Resources and Request for Authorization 
to Execute Agreements 

13. u. T. Tyler: Development Board -
Proposed Nominee Thereto (NO PUBLICITY 
UNTIL ACCEPTANCE IS RECEIVED) 

14. u. T. Tyler: Recommendation for 
Approval to Enter Into a Management 
Contract With a Non-Profit Corporation 
for the Provision of Student Housing 
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1. u. T. System: Report for the Record - u. T. Component 
Mission (Role and Scope) Statements.--

REPORT 

The following items related to Coordinating Board policies on 
institutional Mission (Role and Scope) requirements are sub
mitted for the record: 

a. Tables of Programs for u. T. System general 
academic component institutions are slated for 
final adoption on second consideration by the 
Coordinating Board at its January 1986 meeting 
and tables of programs for U. T. System health 
components are slated for initial consideration 
at this same meeting. The U. T. Component 
Institution Tables of Programs as set forth on 
the following pages are equivalent to those 
adopted by the U. T. Board of Regents in 
June 1984 and do not require additional Board 
approval at this time. Differences between 
these and the earlier adopted version result 
only from 1) format changes adopted by the 
Coordinating Board after U. T. Board of 
Regents' approval of U. T. System component 
institution role and scope tables (including 
changes in the order and specificity of disci
pline categories and alteration of coding 
symbols) and 2) reference in Coordinating Board 
tables to programs planned for the future by 
special footnote only rather than by numerical 
or alphabetical code as originally included in 
U. T. Board of Regents' approved tables. 

b. Mission Description Statements are to be submitted 
as part of the Coordinating Board adoption of 
Mission (Role and Scope) Statements. These 
statements, which follow respective institu
tional tables of programs, are essentially 
descriptive of the institution and its approved 
Role and Scope Table and do not require u. T. 
Board of Regents' approval. All u. T. System 
mission description statements follow a commonly 
agreed upon format with the exception of the one 
for U. T. Austin which is patterned after the 
mission statement adopted by the U. T. Austin 
Centennial Commission. 

The Coordinating Board procedures for approval of Mission (Role 
and Scope) Statements also provide the opportunity, at the insti
tution's option, for the presentation of Historical Statements 
and additional background information. Any such optional sub
missions will be consistent with narrative statements in insti
tutional catalogues which have received prior approval as 
appropriate. Thus, such materials are not included in this 
report for the record. Any such inclusions will be on file in 
the Office of Academic Affairs or the Office of Health Affairs. 
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INSTITUTIO~: The University of Texas-Arlington DATE: July 1985 

PUBLIC SEiliOR COLLEGES AND UNIVERSITIES 
TABLE OF PROGRAMS 

Asso. Special 
Cert. Bacc. f1ast. Ooct. Prof. 

Agriculture (01, 02, & 03) 
Arch & Environ Design (04) 
Area & Ethnic Studies (OS) 

Business (06, 07, & 08) 

Communications (09 & 10) 

Computer and Information Scis (11) 
Education (13) 

Engineering (14) 
Engineering Related Techs (15) 
Foreign Languages (16) 

Allied Health (17) 

Health Sciences (18) 
Home Economics (19 & 20) 
Law (22) 
Letters ( 23) 
Liberal/General Studies (24) 
Library & Archival Sciences (25) 
Life Sciences (26) 
Mathematics (27) 
Multi/Interdisc Studies (30) 
Parks & Recreation (31) 

Philosophy (38) 
Physical Sciences 
Psychology 
Protective Services 

(.1C & 41) 
(42) 
(43) 

(44) 
(45) 

Public Affairs 
Social Sciences 
Trade & Indust (46, 47, 48, & 49) 
Visual & Performing Arts (SO) 

Explanation of Codes: 

1 

2A 
1 

1 

2 
1 

1 

1 

1 

1 
1 

1 

1 

1 

* 
1 

1 

2 

2 

1 

1 

1 

1 

1 

* 

1 Entire category in role and scope; some programs 
currently exist 

1 

1 

* 

* 

* 

* 

* 

2 Entire category in role and scope, unless limited by 
footnote; no programs currently exist 

3 Only part of the category in role and scope, as 
defined by footnote 
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July 1985 

THE UNIVERSITY OF TEXAS-ARLINGTON 

Table of Programs: Footnotes 

A: Limited to programs which consist primarily of courses drawn from other, 
previously approved programs 

8: Business and Management, General 

C: Russian, German, French, and Spanish 

0: Medical Technology 

E: Exercise Physiology 

F: Nursing 

G: Paralegal Studies 

H: Combinations of previously approved programs 

I: Combinations of previously approved programs and Humanities with 
emphases in Language, Literature, and Cultural Perspectives, offered 
jointly with UT-Dallas 

J: General Experimental Psychology only 

K: Urban Affairs and Social Work 

*: The institution•s governing board has recognized that some degree 
programs in this discipline category are appropriate to consider in 
future planning at the institutional level. If a program proposal is 
submitted under this category, the Coordinating Board must approve both 
the proposal and a Role and Scope change. 
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The University of Texas at Arlington 

The University of Texas at Arlington is the most compre
hensive general academic component of The University of Texas 
System in North Texas. As a component institution of The 
University of Texas System, the University is committed to 
pursue high standards of achievement in instruction, student 
performance, research and scholarly accomplishment. 

U. T. Arlington is dedicated to the pursuit of truth for 
the benefit of all mankind. Within an environment of academic 
freedom, students learn from faculty scholars who have in-depth 
expertise in the arts, the sciences, and in the professions of 
engineering, business administration, architecture, nursing, 
social work, and teacher education. The faculty engage in 
research and creative activity, both to develop and maintain 
their own scholarly expertise and to extend human knowledge. 
The results of that research and creative work are made available 
to students in the classroom and to the general public through 
publication and public service activities. 

At the core of the University curriculum are the arts and 
the sciences, those academic disciplines common to nearly all 
colleges and universities in the United States. Courses are 
offered in these disciplines to support a general liberal 
education at the baccalaureate level. In addition, degree 
programs through the master's level are offered in many 
discipline categories. 

As a state-supported public institution, U. T. Arlington is 
open to all citizens of the State who meet the academic standards 
for admission. In addition, some students from outside the State 
are admitted. However, the majority of the students come from 
the geographic area commonly described as the Dallas-Fort Worth 
metropolitan area. Degree programs and course offerings beyond 
those in the Arts and Sciences core are selected primarily to 
meet the needs and desires of the citizens of this region. 

While the general region has no specific boundaries, it is 
useful to describe it in terms of the Dallas-Fort Worth consoli
dated metropolitan statistical area which in 1970 had a population 
of 2.3 million and grew to 3.0 million in 1980. The area continues 
to grow and was estimated to have a 1984 population of 3.35 million. 
Thus, U. T. Arlington is located in the heart of a dynamic metro
politan area which is an international center for business and 
commerce, high technology industry, the fine and performing arts, 
transportation, health care, research, and government. 

To support the social, cultural, and economic development 
of this region, the University believes that it is desirable to 
offer programs, in addition to those at the baccalaureate and 
master's levels, in the Arts and Sciences core which are particu
larly appropriate for an institution in the center of one of the 
largest and fastest growing metropolitan areas in the country. 
Future aspirations include doctoral programs in selected 
disciplines within the Arts and Sciences*; programs through the 
doctoral level in the urban related profession of business, 
social work, engineering, nursing*, and urban administration; 
and programs through the master's level in architecture, 
teacher education*, and the visual and performing arts.* 

*The Board of Regents of The University of Texas System recognizes 
that degree programs in these areas are appropriate to consider 
in future planning even though not included in the role and scope 
table approved by the Coordinating Board. The U. T. Board of 
Regents also recognizes that approval of new programs which lie 
outside the role and scope currently approved by the Coordinating 
Board cannot be implemented without prior approval of both the 
program and a change in role and scope. 
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continued - The University of Texas at Arlington 

Many of the people who are served by The University of 
Texas at Arlington must schedule their involvement with the 
University around a variety of personal and professional 
activities. A significant number attend the University as 
part-time students, and some are employed full time. For many, 
the University provides the most convenient access to higher 
education because of their other commitments within the region. 
This access is particularly important to those who seek graduate 
degrees within their professions. It is also important to their 
employers. Consequently, the University continually strives to 
identify and respond to these special regional needs. Special 
scheduling and some special services are needed to make the 
resources of the University most useful to this segment of 
the community. 

All of the faculty are expected to be engaged in some 
form of research and scholarly activity. Many are engaged 
in sponsored research. This research not only strengthens 
the scholarly base of the instructional program but also 
serves the direct needs of the sponsors. Of particular note 
is special research in the physical and biological sciences, 
mathematics, engineering, experimental psychology, social 
work, urban affairs, the humanities and linguistics. 

The mission of The University of Texas at Arlington as 
stated above is consistent with its role and scope as specified 
by the Texas Legislature, which in 1971 said: 

"The Board is authorized to maintain, operate and 
administer The University of Texas at Arlington 
as a general academic institution of higher 
education offering a standard four-year undergraduate 
program. The Board shall have the authority to 
prescribe courses leading to such customary degrees 
as are offered at leading American universities and 
to award such degrees. It is the intent of the 
legislature that such shall include baccalaureate, 
master's and doctoral degrees and their equivalents 

II 
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THE U~IVE~SI7l OF TE~\S .U AUSTI~ 

As so. 
Cert. Sac c. Mast. Doct. 

Agri cu 1 tu re (01, 02, & 03) 
Arch & Environ Design (04) 1 1 2 
Area & Ethnic Studies (OS) 1 1 1 
Business (06, 07, & 08) 1 1 1 
Ccrr:municaticns (09 & 10) 1 1 1 
Computer and I n fa rr.:a t i a n S c i s ( 11) 1 1 1 
Education (13) 1 1 1 
Engineering (14) 1 1 1 
Engineering Related Techs (15) 
Foreign Languages (16) 1 1 1 
Allied Health ( 17) 3A 
Health Sciences ( 18) 3s 3c 3c 
Heme Economics (19 & 20) 1 1 2 
Law (22) 1 
Letters (23) 1 1 1 
Libera 1 /Genera 1 Studies ( 24) 1 2 2 
Library & Archival Sciences (25) 2 1 1 
Life Sciences (26) 1 1 1 
~lathema tics (27) 1 1 1 
Multi /Interdi sc Studies (30) 1 1 2 
Parks & Recreation (31) 
Philosophy (38) 1 1 1 
Physical Sciences {40 & 41) * 1 1 1 
Psychology {42) 1 1 1 
Protective Services (43) 
Public Affairs (44) 1 1 1 
Social Sciences {45) 1 1 1 
Trade & Indust { 46, 47' 48, & 49) 

Visual & Performing Arts (50) 1 1 1 

. *• Music - Church Music (Bacc. program only) CIP Code 39.0501.00 

Explanation of Codes: 

1 Entire category in role and scope; some programs 
currently exist 

2 Entire category in role and scope, unless limited by 
footnote; no programs currently exist 

3 Only part of the category in role and scope, as 
defined by footnote 

AAC - 8 

Special 
Prof. 

3o 

1 



THE UNIVERSITY OF TEXAS AT AUSTIN 

TABLE OF PROGRAMS: FOOTNOTES 

A: Medical Technology only 

8: Pharmacy and Nursing only 

C: Pharmacy, Nursing, Communication-Education of the Deaf, and 
Communication-Audiology only 

0: Pharmacy only 
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The University of Texas at Austin 

The University of Texas at Austin is a general academic 
component of The University of Texas System. As a component 
institution of The University of Texas System, the University 
is committed to pursue high standards of achievement in 
instruction, student performance, research, and scholarly 
accomplishment. 

The Mission of The University of Texas at Austin is: 

To promote the development of the human resources of Texas 
and the Nation to their highest potential of 
intellectual achievement and personal growth; 

To provide excellent teaching for the education of qualified 
and promising undergraduates and graduates of diverse 
social, economic, and ethnic background; 

To conduct research designed to develop and to extend human 
knowledge; 

To advance the arts and to preserve culture; 

To cultivate in the minds of the students the ethical and 
moral values that are the basis of a humane social 
order; 

To maintain intellectual freedom, to protect it from those 
who seek to shackle independent thought, and to 
guard against unquestioning conformity to established 
intellectual doctrine; 

To provide superior libraries that will serve as centers of 
scholarly research and as learning resources for 
students, faculty members, and the people of Texas; 

To render service to the public through museums, exhibitions, 
performing arts, and other cultural activities; 
through applied research; through dissemination of 
information; and through athletic activities; 

To provide continuing and advanced education for professional 
development and intellectual enrichment; and 

To serve as the leader of higher education in Texas and to 
develop further a superior system of higher educ~tion, 
as well as to sustain and strengthen the quality of 
primary and secondary school education throughout . 
the State. 

In order to accomplish its mission, the University should 
produce self-reliant graduates who are able to provide leader
ship and who do not simply react to events. The University 
should not only equip its graduates with skills but should also 
educate them to adapt to, and cope with, the accelerated process 
of change that will occur in business, professional, and social 
institutions in the future. 

The University should expose all students to a broad 
spectrum of the liberal arts, so that they may be educated 
beyond vocational requirements and thus be prepared to be 
responsible citizens of our increasingly complex world. 
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continued - The University of Texas at Austin 

The University should keep itself free from dogmatic 
conformity and doctrinal control brought to bear by any 
segment of society government. It should continue to 
dedicate itself to the ideals of learning and scholarship 
and must constructively involve itself with the significant 
and frequently controversial issues that beset our present 
and will trouble our future. The University should be a 
catalyst for uniting the world of learning with the world 
of affairs and should seek out every opportunity to emphasize 
humane values and to enhance the intellectual and cultural 
life of the State and of the Nation. 

The University should acquire and retain a faculty of 
the highest scholarly distinction and teaching competence. 
It shall be a cosmopolitan body with wide-ranging interests 
and broad academic vision, whose members teach basic, as well 
as advanced, courses and make scholarly contributions to 
their respective fields and are mindful of public service. 

The University should attract and hold a highly qualified 
and diverse student body. The University should provide the 
opportunity for students to develop their talents and for 
each student to develop his or her potential to the maximum. 

The University should continue to foster a scholarly 
environment that promotes the creative processes which 
advance knowledge and understanding. 

The University should excel in basic and applied research. 

The University should continue to encourage and justify 
by tangible as well as intangible achievements and by the 
demonstration of its fiscal responsibility -- the financial 
support it receives from both public and private funds. 

The University should pursue its mission internationally 
as well as within the State and Nation in its continuing 
quest for excellence. It should seek to become a great 
world university in addition to seeking preeminence in the 
State and the Nation. 

In fulfilling its mission, the scope of The University's 
degree programs extends throughout the full range and level of 
academic disciplines as indicated in the Coordinating Board 
approved Table of Programs. 
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IilSTITUTION: The University of Texas at Dallas DATE: July 1985 

PUBLIC SE:liOR COLLEGES A~lO UNIVERSITIES 
TABLE OF PROGRAHS 

Asso. Special 
Cert. Bacc. Hast. Doct. P ref. 

Agriculture 
Arch & Environ Design 
Area & Ethnic Studies 

(01, 02, & 03) 
(04) 

(OS) 

Business (06, 07, & 08) 

Communications · (09 & 10) 
Computer and Information Scis (11) 
Education (13) 

Engineering (14) 
Engine~ring Related Techs (15) 

Foreign Languages (16) 

Allied Health (17) 

Health Sciences (18) 

Home Economics 
Law 
Letters 
Liberal/General Studies 
Library & Archival Sciences 
Life Sciences 
Mathematics 
Multi/Interdisc Studies 
Parks & Recreation 
Philosophy 
Physical Sciences 
Psychology 

(19 & 20) 
(22) 
(23) 

(24) 

(25) 

(26) 

(27) 

(30) 
(31) 
(38) 

(40 & 41) 
(42) 

Protective Services (43) 
Public Affairs (44) 
Social Sciences (45) 
Trade & Indust (46, 47, 48, & 49) 
Visual & Performing Arts (50) 

Explanation of Codes: 

* 

1 

1 

1 

1 

1 

1 

1 

* 
1 

3s 
* 

2 
2 

2 

1 

2 

* 

1 Entire category in role and scope; some programs 
currently exist 

1 

1 

* 
* 

* 

1 

1 

3r 

1 

* 

2 Entire category in role and scope, unless limited by 
footnote; no programs currently exist , 

3 Only part of the category in role and scope, as 
defined by footnote 
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A: 

B: 

C: 

0: 

E: 

F: 

G: 

H: 

I: 

J: 

K: 

*· . 

July 1985 

THE UNIVERSITY OF TEXAS AT DALLAS 

Table of Programs: Footnotes 

American and Asian Studies 

Special Education 

French, Spanish, German, and Russian 

French and Spanish 

Programs for the diagnosis and remediation of handicapped children 
related to the Callier Center 

Communication Disorders and Language Pathology and Audiology. The 
doctorate is offered jointly with UTHSC-Oallas. 

Combinations of previously approved programs 

Science Education, Environmental Science, Humanities, and Human 
Development 

Environmental Science, Human Development & Communication Sciences, and a 
joint program with The University of Texas at Arlington in Humanities 

Public Administration 

Political Economy 

The institution's governing board has recognized that some degree 
programs in this discipline category are appropriate to consider in 
future planning at the institutional level. If a program proposal is 
submitted under this category, the Coordinating Board must approve both 
the proposal and a Role and Scope change. 
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The University of Texas at Dallas 

The University of Texas at Dallas, defined by state law 
as a "general academic institution" of The University of Texas 
System, is committed to pursue high standards of achievement 
in instruction, student performance, research, and scholarship. 

U. T. Dallas is dedicated to the pursuit of truth for the 
benefit of all mankind. It believes the purpose of any univer
sity is the advancement of knowledge and the education of its 
students and recognizes that the quality of a university is 
measured by how well it accomplishes these purposes. To those 
ends, U. T. Dallas is committed to excellence in the conduct of 
research and instruction. In addition, the University's destiny 
is inextricably linked with the fortune of the Dallas metropolitan 
area. The University believes a partnership with the knowledge
based businesses and industries of this area will enhance the 
University's opportunity to become the first-class institution 
it aspires to be. 

The principal mission of The University of Texas at Dallas 
is to be responsive to the educational and research needs of 
the nation as exemplified by the technologically-sophisticated 
and managerially-intensive economy of the Dallas metropolitan 
area. A unique portion of the mission of u. T. Dallas, which 
is met through the Callier Center of Communication Disorders, 
is the provision of clinical services, educational services, 
cultural and social activities, and the conduct of research 
to serve the needs of those with communication disorders. 

U. T. Dallas inherited from the Southwest Center for 
Advanced Studies a distinguished and well recognized program 
of research which has been maintained and expanded. Since 
becoming a state institution, u. T. Dallas has ranked among 
the top academic institutions in Texas in sponsored research 
per full-time-faculty equivalent, consistently outranking 
most older and more traditional Texas state universities. 
The nature of this research has focused on scientific and 
technological disciplines and has ranged from the instru
mentation of outer space exploration to problems in the 
neurosciences. 

While U. T. Dallas draws students from throughout the 
world, more than 80 percent of the student body come from 
the North Dallas region and surrounding area, an area with 
approximately two million people. A majority of the students 
are employed, many of them full time, and over 75 percent 
of the students attend evening classes. As the only public 
institution of higher education located in the Dallas 
metropolitan area, u. T. Dallas is committed to providing 
undergraduate and graduate educational opportunities at 
times that are convenient to its place-bound constituents. 

To support the social, cultural, and economic development 
of the Dallas region, U. T. Dallas has defined its principal 
mission, designed its programs, and assembled its faculty with 
an aim toward the conduct of graduate education and research 
to meet the needs of business, industry, and government, as 
well as to continue to enhance its national academic reputation 
by the placement of some of its doctoral graduates at major 
universities. 

A distinguishing feature of U. T. Dallas is its academic 
organization and programmatic structure. The academic 
structure reflects programmatic function rather than disci
plinary departmentalization. The schools have been constituted 
to serve as budgetary and management centers for all academic 
activities: graduate and undergraduate programs, undergraduate 
colleges and research centers. The academic organization at 
u. T. Dallas supports the programmatic requirements of graduate 
research and instruction in many nontraditional fields of study, 
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continued - The University of Texas at Dallas 

including industrial chemistry, applied mathematics, 
environmental sciences, communication sciences and disorders, 
political economy, and international management. In addition, 
U. T. Dallas conducts its programs in teacher education in a 
comparatively unorthodox, but successful, manner. Students 
seeking teacher certification are required to meet the same 
requirements of their discipline as are non-teacher education 
students. U. T. Dallas has no separate department or school 
of teacher education. 

U. T. Dallas is the only upper-division doctoral granting 
institution in the nation. At the core of the U. T. Dallas 
curriculum, as shown in Section I, Table of Programs, are the 
arts and the sciences, those academic disciplines common to 
most colleges and universities in the United States. Degree 
programs are offered in these disciplines to support a general 
liberal education, within an interdisciplinary context, at the 
baccalaureate level. Master's level courses and degree programs 
also are offered in many of these disciplines, and offerings at 
the doctoral level exist or are considered appropriate by the 
u. T. Board of Regents for future planning in six of the nine 
Arts and Sciences discipline areas. 

Degree programs and course offerings beyond those in the 
Arts and Sciences core reflect the specific needs of employers 
and citizens in the Dallas region and the distinctive character 
of U. T. Dallas as a graduate research institution. U. T. 
Dallas currently offers baccalaureate and master's level 
programs and courses in eight other disciplines (Business 
Administration, Education, Health Sciences, Public Affairs, 
Communication, Computer and Information Sciences, Multi/ 
Interdisciplinary and Liberal/General Studies). In addition, 
baccalaureate level programs in Area/Ethnic Studies are 
authorized. Recently, the Coordinating Board gave its approval 
for U. T. Dallas to offer baccalaureate and master's level 
programs in Engineering. Doctoral level work in seven of 
these ten disciplines is either offered at the present time 
or considered appropriate by the U. T. Board of Regents in 
planning to meet future needs of the Dallas region. 

The Table of Programs approved by the U. T. Board of 
Regents recognizes degree programs in some discipline cate
gories for future planning purposes and generally does not 
restrict the University's efforts within a broad discipline 
category and level even though the table currently approved 
by the Coordinating Board is restricted by footnote. The 
U. T. Board of Regents does recognize that approval of new 
programs which lie outside the currently approved role and 
scope cannot be implemented without prior approval of both 
the program and a change in the role and scope. 
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I~STI7UTIO~: The University of Texas at El Paso . DATE: July 1985 

PUBLIC SE~IOR COLLEGES AND UNIVERSITIES 
TABLE OF PROGRAr~S 

As so. 
Cert. Bacc. 1·1as t. Do ct. 

Agriculture (01, 02, & 03) 
Arch &. Environ Design (04) 
Area &. Ethnic Studies (05) 3A 2A 
Business (06, 07, &. 08) 1 1 
Corranunications (09 &. 10) 1 
Computer and Information Scis ( 11) 1 1 
Education (13) 1 1 * 
Engineering (14) 1 1 * 
Engineering Related Techs (15) 
Foreign Languages (16) 3s 3s 
Allied Health (17) 3c 
Health Sciences (18) 3o 3E 
Home Economics (19 &. 20) 
Law (22) 
Letters (23) 1 1 
Liberal/General Studies (24) 2 2 
Library &. Archival Sciences (25) 
Life Sciences (26) 1 1 
Hathematics (27) 1 1 
Multi /Interd i sc Studies (30) 2F 3F 
Parks &. Recreation (31) 

, Philosophy (38) 1 2 
Physical Sciences {40 & 41) 1 1 3G 
Psychology (42) 1 1 * 
Protective Services (43) 1 
Public Affairs (44) 3H 3r 
Social Sciences (45) 1 1 
Trade & Indust {46, 47' 48. & 49) 
Visual & Performing Arts (50) 1 1 

Explanation of Codes: 

1 Entire category in role and scope; some programs 
currently exist 

2 Entire category in role and scope, unless limited by 
footnote; no programs currently exist 

3 Only part of the category in role and scope, as 
defined by footnote 
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A: 

8: 

C: 

D: 

E: 

F: 

G: 

H: 

I: 

*· . 

July 1985 

THE UNIVERSITY OF TEXAS AT EL PASO 

Table of Programs: Footnotes 

American (05.0102}, Latin American (05.0107}, and Hispanic-American 
(05.0203) Studies 

French, German, and Spanish 

Speech, Hearing, and Language Disorders, Medical Technology 

Nursing, Health Care Administration 

Speech Pathology and Audiology, Nursing 

Combinations of previously approved programs 

Geological Sciences 

Social Work 

Public Administration 

The institution•s governing board has recognized that some degree 
programs in this discipline category are appropriate to consider in 
future planning at the institutional level. If a program proposal is 
submitted under this category, the Coordinating Board must approve both 
the proposal and a Role and Scope change. 
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The University of Texas at El Paso 

The University of Texas at El Paso is a general academic 
component of The University of Texas System. Established 
in 1913 as the Texas State School of Mines and Metallurgy, 
it became a part of The University of Texas System in 1919. 
Subsequently, it grew both in enrollment and programs until, 
in 1967, it adopted its current name to reflect the breadth 
and level of its academic programs. As a component institution 
of The University of Texas System, the University is committed 
to pursue high standards of achievement in instruction, 
student performance, research, and scholarly accomplishment. 

U. T. El Paso is dedicated to the pursuit of truth for 
the benefit of all mankind. Within an environment of academic 
freedom, students learn from faculty scholars who have demon
strated expertise in the arts and the sciences, as well as 
in the professions of business, education, engineering, allied 
health, and nursing. The faculty engage in research and 
creative activity, both to develop and maintain their own 
scholarship and to extend human knowledge. The results of 
that research and creativity are made available to students 
in the classroom and the laboratory, and to the general public 
through publication and public service activities. 

At the core of the University curriculum are the arts 
and the sciences, those academic disciplines common to nearly 
all colleges and universities in the United States. Courses 
are offered in these disciplines to support a general liberal 
education at the baccalaureate level. In addition, the 
University offers degree programs through the master's level 
in many discipline categories. 

As a state-supported public institution, the University 
is open to all citizens of the State and elsewhere who meet 
the academic standards for admission. While U. T. El Paso 
admits some students from outside the State, the majority 
come from the immediate geographic area in which the 
University is located. Degree programs and course offerings 
beyond those in the Arts and Sciences core are selected 
primarily to meet the needs and desires of the residents 
of this region. 

Although the region of immediate service has no specific 
boundaries, it is most often considered to consist of the far 
West Texas or upper Rio Grande planning region, a section of 
the State which grew by 45 percent between 1970 and 1980 to 
a population of 1.6 million. The social, political, and 
economic concerns of the upper Rio Grande planning region are 
very closely linked to the interests of Southeastern New Mexico 
and Ciudad Juarez, Mexico, a city of approximately one million 
people. 

Because it is the only state-supported comprehensive 
university in far West Texas, U. T. El Paso believes that it 
bears a special responsibility to serve the higher education 
needs of the region from the baccalaureate to the doctoral 
level. Located on both an interstate and an international 
border, its constituencies reflect many cultural backgrounds 
which offer unique opportunities for instruction, research, 
and service in all fields -- especially in business, education, 
engineering, allied health, and nursing. The University 
fulfills its service responsibilities by offering facilities 
for general community use, presenting cultural (including 
music, art, and drama) and athletic events, encouraging 
appropriate consulting engagements for the faculty and 
providing continuing education opportunities in a wide 
range of studies. 
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continued - The University of Texas at El Paso 

To support the social, cultural, and economic development 
of this region, the Coordinating Board has authorized the 
University to offer degrees through the doctoral level in 
physical sciences (limited to geological sciences); through 
the master's level in business, education, engineering, 
allied health, and nursing; in addition to those at the 
baccalaureate and master's level in Arts and Sciences. 

In addition, the U. T. Board of Regents has recognized 
that several degree programs not included in the role and 
scope table approved by the Coordinating Board are appro
priate for consideration in U. T. El Paso's future planning. 
Theseprograms include offerings in psychology, engineering, 
chemistry, and education. The U. T. Board of Regents recog
nizes that programs outside the role and scope approved by 
the Coordinating Board cannot be implemented without prior 
approval of both the program and a change in role and scope. 

Many of the students who are served by The University 
of Texas at El Paso must work full time; consequently, they 
pursue their educational programs on a part-time basis. 
For many, the University provides the only access to higher 
education at either the undergraduate or graduate level. 
This access is particularly important to place-bound indi
viduals who seek graduate degrees to enhance careers which 
they have already established and believe they cannot afford 
to abandon. The University is also important to their 
employers and most other enterprises in the area because 
it provides the only source of continuing professional 
development, research, and cultural enrichment. 

As the region's primary source of higher education 
opportunity, The University of Texas at El Paso strives to 
identify and respond to its special needs. It offers_ class 
schedules and instructional services which make the resources 
of the University most useful to the area and available in 
courses offered at hours which are convenient to employment 
schedules. It also encourages research which is germane to 
the region, e.g., in manufacturing engineering, geology, and 
bilingual education, as well as that which has an impact 
nationally and internationally. 

While all of the faculty are engaged in research and 
scholarly activity, many conduct sponsored research which 
is funded by both federal and state agencies, as well as 
private foundations and industry. Such engagements strengthen 
the scholarly base of the instructional program and serve the 
direct needs of the sponsors as well. Of particular note 
are the special research strengths in geology, psychology, 
biology, chemistry, education, business and economics, 
engineering, and border studies. 
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INSTI7UTION: The University of Texas-Permian Basin DATE: Julv 1985 

PUBLIC SE~IOR COLLEGES AND UNIVERSITIES 
TABLE OF PROGiU·J~S 

As so. 
Cert. Bacc. r~ast. Do ct. 

Agriculture (01, 02, & 03.) 
Arch & Environ Design (04) 
Area & Ethnic Studies (OS) 
Business ( 06' 07' & 08) 1 3A 
Corrrnunications (09 & 10) 38 
Computer and Infonnation Scis ( 11) 1 * 
Education (13) 1 1 
Engineering (14) 3c 3c 
Engineering Related Techs (15) * 
Foreign Languages (16) 3o 
Allied Health (17) 
Health Sciences (18) 
Home Economics (19 & 20) 
Law (22) 
Letters (23) 1 3E 
Liberal/General Studies (24) 2 
Library & Archival Sciences (25) 
Life Sciences (26) 1 3F 
Hathematics (27) 1 * 
Multi/Interdisc Studies (30) 3G 3H 
Parks & Recreation (31) 
Philosophy (38) 
Physical Sciences (40 & 41) 3! 3J 
Psychology (42) 1 * 
Protective Services (43) 1 
Public Affairs (44) 

Social Sciences (45) 1 3K 
Trade & Indust ( 46' 47' 48, & 49) 
Visual & Performing Arts (50) 3L * 

Explanation of Codes: 

1 Entire category in role and scope; some programs 
currently exist 

2 Entire category in role and scope, unless limited by 
footnote; no programs currently exist 

3 Only part of the category in role and scope, as 
defined by footnote 

AAC - 20 

Special 
Prof. 



THE UNIVERSITY OF TEXAS-PERMIAN BASIN 

Table of Proqrams: Footnotes 

A: Business Management, General 

B: Mass Communications (Journalism) 

C: Control Engineering 

D: Spanish 

E: English, General 

F: Bio"logy, General 

July 1985 

G: Humanities and combinations of previously approved programs 

H: Behavioral Science and combinations of previously approved programs 

I: Chemistry and Geological Sciences 

J: Geological Sciences 

K: History 

L: Art and Music 

*: The institution•s governing board has recognized that some degree 
programs in this discipline category are appropriate to consider in 
future planning at the institutional level. If a program proposal is 
submitted under this category, the Coordinating Board must approve both 
the proposal and a Role and Scope change. 
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The University of Texas of the Permian Basin 

The University of Texas of the Permian Basin is an upper
level general academic component of The University of Texas 
System. As a component institution of The University of Texas 
System, the University is committed to pursue high standards 
of achievement in instruction, student performance, research, 
and scholarly accomplishment. 

U. T. Pe·rmian Basin is dedicated to the pursuit of truth 
for the benefit of all mankind. Within an environment of 
academic freedom, students learn from faculty scholars who 
have in-depth expertise in the arts, the sciences, and the 
professions of business, engineering, and teacher education. 
The faculty engage in research and creative activity, both 
to develop and maintain their own scholarly expertise and 
to extend human knowledge. The results of that research 
and creative work are made available to students in the 
classroom and to the general public through publications 
and public service activities. 

At the core of the University curriculum are the arts 
and the sciences, those academic disciplines common to 
nearly all colleges and universities in the United States. 
Courses are offered in these disciplines to support a general 
liberal education at the baccalaureate level. In addition, 
degree programs through the master's level are offered in 
many discipline categories. 

As a state-supported public institution, the University 
is open to all citizens of the State who meet the academic 
standards for admission. Although some students from outside 
the State are admitted, the majority of the students come 
from the geographic area in which the institution is located. 
Degree programs and course offerings beyond those in the Arts 
and Sciences core are selected primarily to meet the needs 
and desires of the citizens of this region. 

While the region has no specific boundaries, it is useful 
to think of it in terms of the seven-county region surrounding 
the Odessa/Midland area, a region which grew by 16 percent 
between 1970 and 1980 to a population of approximately 300,000. 
The Permian Basin, with its enormous petroleum industry, puts 
special demands on the University's curriculum, as well as its 
research and service efforts. 

To support the social, cultural and economic develop
ment of this region, the University believes it is desirable 
to offer programs through the master's level in business, 
education, and some aspects of engineering in addition to 
those at the baccalaureate and master's level Arts and 
Sciences core. 

Many of the people who are served by The University of 
Texas of the Permian Basin must schedule their involvement 
with the University around a variety of personal and pro
fessional activities. They attend the University as part-time 
students, and some are employed full time. For many, U. T. 
Permian Basin provides the only access to higher education 
because of their other commitments within the region. This 
access is particularly important to those who seek graduate 
degrees within their professions. It is also important to 
their employers. Consequently, the University continually 
strives to identify and respond to those special regional 
needs. Special scheduling and some special services are 
needed to make the resources of the University most useful 
to this segment of the community. 
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continued - The University of Texas of the Permian Basin 

While all of the faculty engage in research and 
scholarly activity, many are engaged in sponsored research. 
This research not only strengthens the scholarly base of 
the instructional program but also serves the direct needs 
of the sponsors. Of particular note is the special 
research strength in energy and energy-related business. 

The u. T. Board of Regents recognizes that some degree 
programs are appropriate to consider in future planning, 
even though not included in the role and scope table approved 
by the Coordinating Board. Additionally, the table of programs 
approved by the U. T. Board of Regents generally does not 
restrict the University's efforts within a broad discipline 
category and level, even though the role and scope approved by 
the Coordinating Board is restricted by footnote. The u. T. 
Board of Regents also recognizes that approval of new programs 
which lie outside the approved role and scope cannot be 
implemented without prior approval of both the program and a 
change in the role and scope. 

AAC - 23 



I~STI7UTIO~: The University of Texas-San Antonio DATE: July 1985 

PUBLIC SE:li OR COLLEGES A~lO U~HVERS ITI ES 
TABLE OF PROGR~~S 

As so. Special 
Cert. Bacc. r~ast. Ooct. Prof. 

Agriculture (01, 02, & 03) 

Arch &. Environ Design (04) 3A * 
Area &. Ethnic Studies (05) 38 3s 
Business (06, 07, &. 08) 1 1 

Corrmunications (09 &. 10) 2c 
Computer and Information Scis (11) 1 1 * 
Education (13) 1 1 * 
Engineering (14) Jo 3E * 
Engineering Related Techs (15) 

Foreign Languages (16) 3F 3G 
Allied Health (17) 3H 
Health Sciences (18) 

Home Economics (19 & 20) 

Law (22) 

Letters (23) 1 1 

Liberal/General Studies (24) 2 2 

Library &. Archival Sciences (25) 

Life Sciences (26) 1 1 * 
Mathematics (27) 1 1 

Multi f!nterdi sc Studies (30) 3! 31 
Parks &. Recreation (31) 

Philosophy (38) 2 * 
Physical Sciences (40 & 41) ·1 3J 

Psychology (42) 1 2 

Protective Services (43) 1 

Public Affairs (44) 2K 3K 
Social Sciences (45) 1 1 * 
Trade &. Indust (46, 47 t 48 ~ & 49) 

Visual & Performing Arts (50) 1 \ 

Explanation of Codes: 
1 Entire category in role and scope; some programs 

currently exist 
2 Entire category in role and scope, unless limited by 

footnote; no programs currently exist 
3 Only part of the category in role and scope, as 

defined by footnote 
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A: 

B: 

C: 

D: 

E: 

F: 

G: 

H: 

I: 

J: 

K: 

L: 

*· . 

THE UNIVERSITY OF TEXAS-SAN ANTONIO 

Table of Proorams: Footnotes 

Architecture and Interior Design 

American and Hispanic American Studies 

Mass Communication 

Civil, Electrical, Mechanical, and Computer Engineering 

Computer Science Systems Design 

French, German, Spanish, and Russian 

French, German, and Spanish 

July 1985 

Medical Technology and joint programs with UTHSC-SA in Occupational and 
Physical Therapy 

Combinations of previously approved programs 

Chemistry and Geology 

Public Administration 

Art and Music 

The institution's governing board has recognized that some degree 
programs in this discipline category are appropriate to consider in 
future planning at the institutional level. If a program proposal is 
submitted under this category, the Coordinating Board must approve both 
the proposal and a Role and Scope change. 
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The University of Texas at San Antonio 

The University of Texas at San Antonio is a general 
academic component of The University of Texas System. As 
a component institution of The University of Texas System, 
the University is committed to pursue high standards of 
achievement in instruction, student performance, research 
and scholarly accomplishment. 

The University of Texas at San Antonio is dedicated to 
the pursuit of truth for the benefit of all mankind. Within 
an environment of academic freedom, students learn from faculty 
scholars who are knowledgeable in the arts, the sciences, and 
the professions of engineering, business, architecture, public 
administration and education. The faculty engage in research 
and creative activity, both to develop and maintain their own 
scholarly expertise and to extend human knowledge. The 
results of that research and creative work are made available 
to students in the classroom and to the general public through 
publication and public service activities. 

At the core of the University curriculum are the arts 
and the sciences, those academic disciplines common to nearly 
all colleges and universities in the United States. Courses 
are offered in these disciplines to support a general liberal 
education at the baccalaureate level. In addition, degree 
programs, through the master's level, are offered in many of 
these disciplines. 

As a state-supported public institution, the University 
is open to all citizens of the State who meet the academic 
standards for admission. In addition, some students from 
outside the State are admitted. However, the majority of 
the students come from the geographic area in which the insti
tution is located. Degree programs and course offerings beyond 
those in the Arts and Sciences core are selected primarily to 
meet the needs and desires of the citizens of this region. 

While the region has no specific boundaries, it is 
useful to think of it in terms of the 46-county South 
Texas region, a region which grew by 26 percent between 
1970 and 1980 to a population of approximately 2.6 million. 

The potential for continued economic and technological 
development of San Antonio and the South Texas region is 
dependent in large measure on selected program development 
at U. T. San Antonio. In addition to the development of 
engineering programs at the University, u. T. San Antonio 
has focused its science and technology programs to support 
San Antonio's development as a major biotechnology center, 
as well as a center for the testing and instrumentation of 
aerospace and defense systems. 

To support the social, cultural and economic development 
of this region, the University believes it is desirable to 
offer programs in the following discipline categories in 
addition to those at the baccalaureate and master's level 
in the Arts and Science core: 
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continued - The University of Texas at San Antonio 

1. Through the doctoral level: programs in life 
sciences*, engineering*, computer sciences*, 
education*, and social sciences*; 

2. Through the master's level: programs in 
architecture*, business, and public administration; 

3. Through the baccalaureate level only: programs in 
mass communications, criminal justice (protective 
services), and allied health sciences (in cooperation 
with the U. T. Health Science Center - San Antonio). 

The University plans initially to develop with other insti
tutions cooperative or joint degrees at the doctoral level 
in life sciences, education, and computer sciences. As 
u. T. San Antonio develops the capacity to meet the regional 
need for graduate engineering education, the U. T. Austin 
graduate engineering program in San Antonio will be phased out. 

u. T. San Antonio is the only public university serving 
this metropolitan population of over a million people. While 
there are several small private universities located in San 
Antonio, their academic program offerings are limited and 
they appeal to a different student population than does 
u. T. San Antonio. 

Many of the people who are served by The University of 
Texas at San Antonio must schedule their involvement with 
the University around a variety of personal and professional 
activities. They attend the University as part-time students, 
and some are employed full time. For many, the University 
provides the only access to higher education because of their 
other commitments in the region. This access is particularly 
important to those who seek graduate degrees within their 
professions. It is also important to their employers. 
Consequently, the University continually strives to identify 
and respond to those special regional needs. Special scheduling 
and some special services are needed to make the resources of 
the University most useful to this segment of the community. 

While all of the faculty engage in research and scholarly 
activity, many are engaged in sponsored research. This research 
not only strengthens the scholarly base of the instructional 
program but also serves the direct needs of the sponsors and 
the region. 

The University of Texas at San Antonio, a comprehensive 
public metropolitan university, was created by the 61st 
Legislature on June 5, 1969 to offer bachelor's, master's, 
and doctoral degrees "as are customarily offered at leading 
American universities." The 61st Legislature further charged 
that the University should establish "such other rules and 
regulations as may be necessary for the conduct of the 
university as one of the first class ••.• " 

*The Board of Regents of The University of Texas System 
recognizes that degree programs in these areas are 
appropriate to consider in future planning even though 
not included in the role and scope table approved by 
the Coordinating Board. The U. T. Board of Regents also 
recognizes that approval of new programs which lie outside 
the role and scope approved by the Coordinating Board cannot 
be implemented without prior approval of both the program 
and a change in role and scope. 
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** 

r::STiiUTIO~l: The Universitv of Texas-T•;ler DATE: July 1985 

PUBLIC SENIOR COLLEGES A~O U~IVERSITIES 
TASLE OF PROGK;.J·IS 

As so. 
Cert. Bacc. r~ast. Doct. 

Agriculture (01, 02, & 03) 
Arch & Environ Design (04) 
Area & Ethnic Studies (05) 
Business (06, 07, & 08) 1 1 
Communications · (09 & 10) 3A 
Computer and Information Scis ( 11) 1 1 
Education (13) 1 1 
Engineering (14) 
Engineering Related Techs (15) 38 38 
Foreign Languages (16) 3c * 
Allied Health ( 17) 3o 3E 
Health Sciences (18) 3F 2F 
Home Economics (19 & 20) 
Law (22) 
Letters (23) 1 3G 
Li hera 1 /Genera 1 Studies (24) 1 2 
Library & Archival Sciences (25) 
Life Sciences (26) 1 * 
~1athematics (27) 1 * 
Multi/Interdisc Studies (30) 3H 3r 
Parks & Recreation (31) 
Philosophy (38) 2 * 
Physical Sciences (LlO & 41) 3J * 
Psychology (42) 1 1 
Protective Services (43) 1 
Public Affairs (44) 3K 
Social Sciences (45) 1 3L 
Trade & Indust (46, 47' 48, & 49) 
Visual & Performing Arts (50) 3M * 

Explanation of Codes: 

1 Entire category in role and scope; some programs 
currently exist 

* 

2 Entire category in role and scope, unless limited by 
footnote; no programs currently exist 

3 Only part of the category in role and scope, as 
defined by footnote 
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July 1985 

THE UNIVERSITY OF TEXAS-TYLER 

Table of Programs: Footnotes 

A: Mass Communication 

B: Industrial Safety, Industrial Technology, and General Engineering 
Technology 

C: Spanish and French 

0: Medical Technology and Respiratory Therapy 

E: Clinical Exercise Physiology 

F: Nursing and Health Professions, General only 

G: English, General 

H: BAAS and combinations of previously approved programs 

I: General Interdisciplinary Studies and combinations of previously 
approved programs 

**: Kinesiology (36.0108), Baccalaureate and Master•s 

J: Chemistry 

K: Public Planning and Administration 

L: History 

M: Art and Music 

*· The institution•s governing board has recognized that some degree 
programs in this discipline category are appropriate to consider in 
future planning at the institutional level. If a program proposal is 
submitted under this category; the Coordinating Board must approve both 
the proposal and a Role and Scope change. 
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The University of Texas at Tyler 

The University of Texas at Tyler is an upper-level 
general academic component of The University of Texas System 
in East Texas. As a component institution of The University 
of Texas System, the University is committed to the pursuit 
of high standards in instruction, student performance, 
research, and other scholarly accomplishments. 

U. T. Tyler is dedicated to the pursuit of truth 
for the benefit of all mankind. Within an environment of 
academic freedom, students learn from faculty scholars who 
have expertise in the arts, the sciences, and the professions 
of public affairs, education, business, health sciences, 
allied health science, and technology. The faculty engage 
in research and creative activity, both to develop and main
tain their own scholarly expertise and to extend human 
knowledge. The results of that research and other creative 
efforts are made available to students in the classroom and 
to the general public through publication and public service 
activities. 

At the core of the University curriculum are the arts 
and the sciences, those academic disciplines common to nearly 
all universities in the United States. Courses are offered 
in these disciplines to support a general liberal education 
at the baccalaureate level, and in many disciplines, at the 
master's degree level. 

As a state-supported institution, U. T. Tyler is open 
to all citizens of the State who meet the academic standards 
for admission. Also, qualified students from outside the 
State and throughout the world are admitted. Degree programs 
and course offerings beyond those in the Arts and Sciences 
core are selected primarily to meet the needs and desires of 
the citizens of this region. 

While this area has no specific boundaries, it is useful 
to think of it in terms of the East Texas Planning Region, 
a region which grew by 30 percent between 1970 and 1980 to a 
population of 500,000. U. T. Tyler is ideally located to serve 
the Tyler-Longview-Marshall corridor of the East Texas region. 
Between 1980 and 1983 this was one of the three most rapidly 
expanding areas of the State. The rapid growth has created new 
employment opportunities in manufacturing, retail and wholesale 
trade, government, service industries, construction, energy and 
education. The area served by u. T. Tyler has become the 
center of a broad and expanding health care and health service 
delivery industry. U. T. Tyler responds to the needs of these 
constituencies and is.prepared to address the growth-related 
conditions predicted for the remainder of this century. 

To support the social, cultural and economic development 
of this region, the University believes that it is desirable 
to offer programs through the doctoral level in education*, 
through the master's level in business, computer and informa
tional sciences, education, technologies, allied health 
sciences, interdisciplinary studies, public affairs, and 
health sciences*, in addition to those at the baccalaureate 
and master's level in the Arts and Science core*. 

*The Board of Regents of The University of Texas System 
recognizes that degree programs in these areas are appropriate 
to consider in future planning even though not included in 
the role and scope table approved by the Coordinating Board. 
The U. T. Board of Regents also recognizes that approval of 
new programs which lie outside the role and scope currently 
approved by the Coordinating Board cannot be implemented 
without prior approval of both the program and a change in 
role and scope. 
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continued - The University of Texas at Tyler 

Many of the persons who attend U. T. Tyler are part-time 
students who are employed full time; consequently, they must 
schedule their classes around personal and professional 
responsibilities. Because of their place-bound needs, U. T. 
Tyler provides their only access to higher education. The 
quality of education and the quality of life generally, as 
well as professional growth, are specific objectives of the 
University, which often requires unique scheduling and special 
services to meet the comprehensive needs of the greater 
community. 

While all faculty engage in research and scholarly 
activity, many are engaged in sponsored research. This 
research strengthens the scholarly base of the instructional 
program and serves the direct needs of the sponsors. Of 
particular note are the special research strengths in 
psychology, education, life sciences, technologies, social 
sciences, and business. 

The University of Texas at Tyler is committed to academic 
excellence and the pursuit of knowledge. The institution was 
established by the Legislature as an upper-division institution 
statutorily dedicated to offering programs leading to bacca
laureate and graduate degrees. At the time the institution 
was established, the area which it was intended to serve 
was just beginning to grow. The remarkable growth of the past 
decade, and that which is predicted for the remainder of the 
century, will continue to have impact upon constituency demands 
and expectations of U. T. Tyler. 
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INSTITUTION UTHSC-DALLAS 
------------~~~~~~-----

HEALTH SCIENCE CENTERS' 
TABLE OF PROGRAMS 

DATE 11/4/85 

Texas CIP Category CIP# 
Special 

Cert. Bacc. Mast. Doct. Prof. 

MAJOR PROGRAM AREAS 

ALLIED HEALTH ( 17) 1 1 1 

HEALTH SCIENCES (18) 

Audiology & Speech 
Pathology (18.01) 

Basic Clinical 
Health Sciences(18.02) 1 1 

Dentistry (18.04) 
Epidemiology (18.06) 
Health Services 

Administration (18.07) 1 1 
Medicine (18.10) 2 2 1 
Nursing (18.11) 
Optometry (18.12) 
Osteopathic 

Medicine (18.13) 
Pharmacy (18.14) 
Podiatry (18.15) 
Veterinary 

Medicine (18.24) 
Public 

Health (18.9999.02) 

LIFE SCIENCES ( 26) 

Biochemistry & 
Biophysics (26.02) 1 1 

Cell & Molecular 
Biology (26.04) 1 1 

Microbiology (26.05) 2 2 
Misc. Speclzed. 

Life Sciences (26.06) 1 1 
Zoology (26.07) 2 2 

SUPPORTING PROGRAMS 

a Alld. Hlth. Ed.-Ed. in Hlth. Del. Syst./Alld. Hlth. Col. Techng. 
(13.1399.03) 1 Clinical Dietetics (19.0503.00) 

b Biomed. Comm.-Media Development (13.0501.00) 1 Biomedical Engineering 
(14.0501.20) 1 Radiological Physics (40.0806.10) 1 Forensic Studies 
(43.0106) 

c Biomedical Engineering (14.0501.20) 1 Clinical Psychology (42.0201.00) 
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The University of Texas Health Science Center at Dallas 

The University of Texas Health Science Center at Dallas 
is a component institution of The University of Texas System 
and is committed to pursuing high standards of achievement in 
instruction, research, and clinical activities. Since its 
inception in 1943, the u. T. Health Science Center - Dallas 
has evolved as one of the leading biomedical institutions of 
the country and its programs are designed and implemented 
with the intent to sustain this progress in the future. 

As an academic health science center, the central mission 
of the institution is to educate health professionals whose 
lifelong career objectives will be to provide the best possible 
care, apply the most modern treatment modalities, and continue 
to seek information fundamental to the treatment and prevention 
of disease. Within an environment of interdisciplinary activity 
and academic freedom at the U. T. Health Science Center - Dallas, 
students receive training from faculty scholars who have in-depth 
expertise in the many specialities of health care and the 
biomedical sciences. Faculty members also engage in research 
and patient care so that they can generate new knowledge in the 
fight against disease and maintain their clinical skills while 
serving the residents of Texas to the utmost of their ability. 
Research findings are made directly available to students and 
indirectly to the general public as practicing professionals 
adopt the latest treatment modalities. The focus of the faculty, 
students, and administration at The University of Texas Health 
Science Center at Dallas will remain on the creation of new 
knowledge, the highest ethical standards, the scientific basis 
of medical practice, and concern and compassion for all people. 
Every aspect of the University's operation will be conducted in 
as cost-effective a manner as possible. 

The institution consists of The Southwestern Medical 
School, The Southwestern Graduate School of Biomedical Sciences, 
and The School of Allied Health Sciences and offers degrees and 
programs limited to health related fields. 
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INSTITUTION UTMB - Galveston 

HEALTH SCIENCE CENTERS' 
TABLE OF PROGRAMS 

DATE 11/4/85 

Texas CIP Category CIP# 
Special 

Cert. Bacc. Mast. Doct. Prof. 

MAJOR PROGRAM AREAS 

ALLIED HEALTH ( 17) 1 1 2 

HEALTH SCIENCES (18) 

Audiology & Speech 
Pathology (18.01) 

Basic Clinical 
Health Sciences(18.02) 1 

Dentistry (18.04) 
Epidemiology (18.06) 
Health Services 

Administration (18.07) 1 
Medicine (18.10) 1 
Nursing (18.11) 1 1 
Optometry (18.12) 
Osteopathic 

Medicine (18.13) 
Pharmacy (18.14) 
Podiatry (18.15) 
Veterinary 

Medicine (18.24) 
Public 

Health (18. 9999. 02) 

LIFE SCIENCES ( 26) 

Biochemistry & 
Biophysics (26.02) 2 

Cell & Molecular 
Biology (26.04) 2 

Microbiology (26.05) 2 
Misc. Speclzed. 

Life Sciences (26.06) 2 
Zoology (26.07) 1 

SUPPORTING PROGRAMS 

~ Health Care Sci.-Health Education (13.1399.03) 
Medical Science Research (30.0101.00) 
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The University of Texas Medical Branch at Galveston 

The goal of The University of Texas Medical Branch at 
Galveston is to attain overall excellence through the effective 
coordinating of the primary missions of its composite groups. 
These missions are scholarly teaching, innovative scientific 
investigation, and state-of-the-art patient care. The 
University of Texas Medical Branch at Galveston is a component 
of The University of Texas System, and as such, its mission 
is consistent with that of its parent system. 

u. T. Medical Branch - Galveston provides leadership in 
the development of effective educational programs that can 
serve as models for other academic health science centers. 
U. T. Medical Branch - Galveston, in cooperation with other 
academic health science centers, educates an appropriate number 
of physicians, nurses, and allied health professionals to 
provide health care for the citizens of Texas. It also educates 
biomedical scientists capable of conducting independent research 
in academic, industrial, and government research centers. U. T. 
Medical Branch - Galveston selects students who are ethical, 
enthusiastic, sensitive to the needs of others, and motivated 
to learn independently; who have diverse and global interests, 
inquiring minds, and a desire to understand and solve complex 
problems. These students should come from diverse social, 
economic, and ethnic backgrounds and should include represen
tatives from racial minorities and from both sexes. U. T. 
Medical Branch - Galveston educates physicians, biomedical 
scientists, nurses, and allied health professionals who it 
hopes will strive to realize their highest potential. 
Graduates of u. T. Medical Branch - Galveston will possess 
essential knowledge and skills, be devoted to patient care, 
and be committed to lifelong scholarship and learning. They 
will possess the self-awareness necessary to maintain their 
own physical and mental health, and be able to draw upon 
the humanities disciplines in practicing their professions. 

u. T. Medical Branch - Galveston's intent is to develop 
programs that discover new scientific knowledge, both for the 
sake of knowledge and for its practical benefits to society, 
and to disseminate this new knowledge. The investigative 
efforts should be high quality programs which will clearly 
establish U. T. Medical Branch- Galveston as one of the 
outstanding academic health science centers in the nation, 
with a leadership role in the discovery of new scientific 
knowledge. 

U. T. Medical Branch - Galveston takes a leadership role 
in the discovery of new approaches to treatment, applies this 
new knowledge to the treatment of patients and intends to have 
excellent patient-care programs in each of its clinical depart
ments. U. T. Medical Branch - Galveston hopes to create an 
environment in which the value of caring for all human beings 
is important. This attitude places highest priority on the well
being of people, including the employees, students, and faculty 
of u. T. Medical Branch - Galveston, as well as its patients. 

U. T. Medical Branch - Galveston exists as part of several 
larger communities: the scientific community, the community 
of institutions of higher learning, the community of Galveston, 
and the community beyond the city. To serve society for the 
common good, U. T. Medical Branch - Galveston will seek and 
disseminate new scientific knowledge, educate students and 
practicing health professionals, provide individual patient 
care, and help inform the citizens at large in matters that 
affect their health and well-being. 

The institution consists of the School of Medicine, the 
Graduate School of Biomedical Sciences, the School of Nursing, 
the School of Allied Health Sciences, the Marine Biomedical 
Institute, the Institute for Medical Humanities, and the 
u. T. Medical Branch - Galveston hospitals. U. T. Medical 
Branch - Galveston offers degrees and programs with subjects 
limited to health related fields. 
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INSTITUTION ----------~U~T~H=S~C_-~H~O~U~S~T~O~N~---

HEALTH SCIENCE CENTERS' 
TABLE OF PROGRAMS 

DATE 11/4/85 

Texas CIP Category CIP# 
Special 

Cert. Bacc. Mast. Doct. Prof. 

MAJOR PROGRAM AREAS 

ALLIED HEALTH ( 17) 1 

HEALTH SCIENCES ( 18) 

Audiology & Speech 
Pathology (18.01) 

Basic Clinical 
Health Sciences(18.02) 

Dentistry (18.04) 1 
Epidemiology (18.06) 
Health Services 

Administration (18.07) 
Medicine (18.10) 
Nursing (18.11) 1 
Optometry (18.12) 
Osteopathic 

Medicine (18.13) 
Pharmacy (18.14) 
Podiatry (18.15) 
Veterinary 

Medicine (18.24) 
Public 

Health (18.9999.02) 

LIFE SCIENCES (26) 

Biochemistry & 
Biophysics (26.02) 

Cell & Molecular 
Biology (26.04) 

Microbiology (26.05) 
Misc. Speclzed. 

Life Sciences (26.06) 
Zoology (26.07) 

SUPPORTING PROGRAMS 

a Biomedical Communications (13.1399.03) 
b Nutrition & Dietetics (19.0503.00) 

1 2 

1 

1 1 
1 
1 1 

2 
1 2 

1 1 2 

1 

1 1 

1 1 
1 1 

1 1 
1 1 

c d Community Health Sci.-Environmental Sci. (30.0101.05) 
Community Health Sci.-Environrnental Sci. (30.0101.05), 

Community Health Sci.-Behavioral Sci. (30.0401.20) 
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The University of Texas Health Science Center at Houston 

The University of Texas Health Science Center at Houston 
is a component of The University of Texas System and, as such, 
is committed to the pursuit of high standards of achievement 
in instruction, student performance, clinical service, research, 
and scholarly accomplishment. 

As an academic health science center, the institution is 
one in which undergraduate, graduate and postgraduate students 
are educated broadly in the sciences of health and disease and 
are prepared for health-related careers in the provision of 
human services, and in teaching and research. Within an 
environment of academic freedom, students learn from faculty 
scholars who have in-depth expertise in the various specialities 
of health care and the biomedical sciences. Such faculty, with 
the assistance of their students and trainees, engage in research 
both to extend human knowledge related to health and to develop 
and maintain their own scholarly and professional expertise. 

Together, faculty and students engage in patient care 
as an essential part of the teaching and learning experience. 
They provide exemplary health services to directly benefit 
the individual recipient and to serve as models which other 
providers will emulate. The clinical aspects of research 
are also conducted in conjunction with patient care. 

The U. T. Health Science Center - Houston considers itself 
a member of a larger learning community and works to contribute 
to and draw from the intellectual pursuit of the other insti
tutions within the Texas Medical Center, and within the greater 
Houston area. Also, to benefit this local community and the 
entire State of Texas, the institution offers a program of 
continuing education to assist practicing health professionals 
in utilizing the latest findings of research from the worldwide 
community of scholars in clinical and biomedical fields. As 
a result of participation in these professional enhancement 
programs, practitioners adopt new modalities for the treatment 
and prevention of disease. 

The institution consists of the following units which are 
listed by date of establishment: 

1. Dental Branch (est. 1905; joined U. T. 1943) 
2. Division of Continuing Education (1948) 
3. Graduate School of Biomedical Sciences (1963) 
4. School of Public Health (1967) 
5. Medical School (1970) 
6. Speech and Hearing Institute (est. 1951; joined U. T. 1971) 
7. School of Nursing (1972) 
8. School of Allied Sciences (1973) 

The six schools included in the above list of eight units 
offer degrees and programs with subjects limited to health 
related fields. 
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INSTITUTION UTHSC-SAN ANTONIO 

HEALTH SCIENCE CENTERS' 
TABLE OF PROGRAMS 

DATE 11/4/85 

Texas CIP Category CIP# 
Special 

Cert. Bacc. Mast. Doct. Prof. 

MAJOR PROGRAM AREAS 

ALLIED HEALTH (17) 1 1 2 

HEALTH SCIENCES ( 18) 

Audiology & Speech 
Pathology (18.01) 

Basic Clinical 
Health Sciences(18.02) 1 1 

Dentistry (18.04) 1 1 1 
Epidemiology (18.06) 
Health Services 

Administration (18.07) 2 
Medicine (18.10) 2 2 1 
Nursing (18.11) 1 1 2 
Optometry (18 .12) 
Osteopathic 

Medicine (18.13) 
Pharmacy (18.14) 1 
Podiatry (18.15) 
Veterinary 

Medicine (18.24) 
Public 

Health (18.9999.02) 

LIFE SCIENCES ( 26) 

Biochemistry & 
Biophysics (26.02) 2 2 

Cell & Molecular 
Biology (26.04) 2 2 

Microbiology (26.05) 2 2 
Misc. Speclzed. 

Life Sciences (26.06) 2 2 
Zoology (26.07) 2 2 

SUPPORTING PROGRAMS 
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The University of Texas Health Science Center at San Antonio 

The University of Texas Health Science Center at San 
Antonio is a component of The University of Texas System and, 
as such, is committed to pursue the highest standards of 
achievement in instruction, student performance, research and 
scholarly accomplishment, patient care, and service. 

The mission of The University of Texas Health Science 
Center at San Antonio includes teaching, research, patient 
care, and service. Through the undergraduate, graduate, and 
postgraduate programs, the faculty is committed to the education 
of health professionals whose lifelong career objectives will 
be to provide the best possible health care in the most cost 
effective way, to apply the most modern treatment modalities, 
and to continue to seek information fundamental to the treatment 
and prevention of disease. The U. T. Health Science Center -
San Antonio has established itself as a major research insti
tution and through its biomedical research program, the 
faculty play a major role for the state, nation, and world 
in the discovery of new knowledge and the search for answers 
to society's health care needs. 

The University of Texas Health Science Center at San 
Antonio is an integral part of the South Texas Medical Center 
and an important component of the health care delivery system 
of San Antonio, South Texas, and, indeed, the State of Texas. 
Recognizing that the U. T. Health Science Center - San Antonio 
plays major economic and education roles in the community, 
it can serve as a catalyst for stimulating biomedical industry 
in this community by having available the human and physical 
resources which facilitate the development of biotechnology. 
As a source of leadership in health care, the institution has 
a responsibility to provide programs and expertise for the 
ongoing education of the professional and lay communities. 

The institution consists of the School of Allied Health 
Sciences, the Graduate School of Biomedical Sciences, the 
Dental School, the Medical School, and the School of Nursing 
and offers degrees and programs with subject matter limited 
to health related fields. The Medical Technology, Physical 
Therapy, and Occupational Therapy programs are offered 
jointly with The University of Texas at San Antonio. A Doctor 
of Pharmacy degree program is offered jointly with The 
University of Texas at Austin. In addition, a component of 
the School of Public Health of The University of Texas 
Health Science Center at Houston is housed on this campus. 
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2. u. T. Austin: Request for Permission for Individual to 
serve on the Joint Special Committee on Cogeneration 
[Regents' Rules and Regulations, Part One, Chapter III, 
section 13, Subsections 13.(10) and 13.(11)].--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation that approval be given to Lieutenant Governor 
William P. Hobby's appointment of Dr. William L. Fisher, 
Director of the Bureau of Economic Geology and Chairman of the 
Department of Geological Sciences at U. T. Austin, to the Joint 
Special Committee on Cogeneration in Texas. 

It is further recommended that the U. T. Board of Regents find 
that: (1) the holding of this office by Dr. Fisher is of bene
fit to the State of Texas, and (2) there is no conflict between 
Dr. Fisher's position at U. T. Austin and his membership on this 
committee. 

BACKGROUND INFORMATION 

The Joint Special Committee was established by the State 
Legislature to investigate the role of cogeneration and small 
power production in Texas. Nineteen individuals serve on the 
committee which will be working with the Public Utility Com
mission of Texas. The committee's members serve without 
remuneration. 

This recommendation is 1n accordance with approval require
ments for positions of honor, trust, or profit provided in 
Article 6252-9a of Vernon's Texas Civil Statutes, and Part One, 
Chapter III, Section 13, Subsections 13.(10) and 13.(11) of the 
Regents' Rules and Regulations. 

3. U. T. Austin: Proposed Appointment to the G. B. Dealey 
Regents Professorshi~ in Communication in the College of 
Communication Effect1ve September 1, 1986.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation that Dr. Kathleen Jamieson, Professor and Head 
of the graduate program in Political Communication, University 
of Maryland, be appointed as the initial holder of the G. B. 
Dealey Regents Professorship in Communication in the College of 
Communication at U. T. Austin effective September 1, 1986. 

BACKGROUND INFORMATION 

Dr. Jamieson will JOln the U. T. Austin faculty as Professor 
and Chairman of the Department of Speech Communication effec
tive September 1, 1986. She is nationally recognized as an 
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outstanding research professor in the area of political com
munication and has frequently been invited to lecture or serve 
as a visiting professor at numerous institutions. She has 
authored or coauthored three books and more than 30 scholarly 
articles. Dr. Jamieson is an active teacher as well as 
researcher, and has received several teaching awards, including 
the Distinguished Scholar Teacher Award, University of Maryland. 

The G. B. Dealey Regents Professorship in Communication was 
established by the U. T. Board of Regents in August ~984. 

4. U. T. Austin: Proposed Appointment to the Robert B. Trull 
Chair in Engineering, College of Engineering, for the 
Period February 1, 1986 Through March 15, 1986.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation that Dr. Morris E. Fine, currently the Walter P. 
Murphy Professor of Materials Science and Engineering and Asso
ciate Dean of Graduate Studies and Research at Northwestern 
University, be appointed as a Visiting Professor under the 
Robert B. Trull Chair in Engineering in the College of Engineer
ing at u. T. Austin for the period February 1, 1986 through 
March 15, 1986. 

BACKGROUND INFORMATION 

Dr. Fine, a faculty member at Northwestern University since 1954, 
is internationally regarded as the best metallurgist in the 
United States. He has previously held one-month appointments as 
a Visiting Professor at U. T. Austin under the Dula D. Cockrell 
Centennial Chair in Engineering (Spring 1983) and the Robert B. 
Trull Chair in Engineering (Spring 1984 and 1985). He was 
elected a member of the National Academy of Engineering in 1973 
and is a Fellow of the American Society for Metals, the American 
Physical Society, the American Ceramic Society, and the Metal
lurgical Society of the American Institute of Mining, Metallur
gical and Petroleum Engineers. He has authored approximately 150 
technical publications and one book on the structure and proper
ties of metals and ceramics. 

The Robert B. Trull Chair in Engineering was established by the 
U. T. Board of Regents in August 1981. 

5. U. T. Austin: Proposed Appointments to Endowed Academic 
Positions in the College of Engineering Effective as 
Indicated (No Publicity).--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation to approve the appointments on Page AAC - 42 to 
endowed academic positions in the College of Engineer1ng at 
u. T. Austin. 
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a. Dr. Irwin H. Sandberg, Mathematics and 
Statistics Research Center, AT&T Bell 
Laboratories, Murray Hill, New Jersey, 
to the First Cockrell Family Regents Chair 
in Engineering effective January 16, 1986 

b. Dr. John B. Goodenough, Professor and Head 
of the Inorganic Chemistry Laboratory, 
Oxford, England, to the Virginia H. 
Cockrell Centennial Chair in Engineering 
effective September 1, 1986. 

BACKGROUND INFORMATION 

Dr. Sandberg is internationally recognized as one of the most 
outstanding system theorists in the United States for his 
pioneering contributions to communications, electronic cir
cuits, nonlinear feedback systems, and network theory. He 
is a member of the National Academy of Engineering and a 
Fellow of the Institute of Electrical and Electronics Engi
neers (IEEE). He has received an IEEE Centennial Medal and 
the AT&T Bell Laboratories Distinguished Technical Staff 
Award. Dr. Sandberg holds nine patents and is the author or 
coauthor of more than 100 scholarly publications. 

The First Cockrell Family Regents Chair in Engineering was 
established by the u. T. Board of Regents in February 1985. 

Dr. Goodenough is internationally recognized for his contribu
tions to materials science and engineering, especially in 
theoretical and experimental research in magnetic materials and 
ionic conducting ceramics. His numerous awards include election 
to the National Academy of Engineering, receipt of the Chemical 
Society Solid State Chemistry Prize, and Docteur Honoris Causa, 
University of Bordeaux. Dr. Goodenough has authored or coau
thored three scholarly books, twenty-six chapters or proceedings, 
and over 175 refereed journal articles. He serves on the Execu
tive Editorial Board of the Journal of Applied Electrochemistry 
and is Associate Editor of five other scholarly journals. 
Dr. Goodenough has been an advisor to the U. S. National 
Materials Advisory Board; Institut Laue Langevin, Grenoble, 
France; and CNRS Magnetism Laboratory, Bellevue, France. 

The Virginia H. cockrell Centennial Chair in Engineering was 
established by the U. T. Board of Regents in February 1983. 

NO PUBLICITY 
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6. U. T. Austin: Recommendation to Name a Room in the New 
Chem1cal and Petroleum Engineer1ng Bu1ld1ng (Regents' 
Rules and Regulations, Part One, Chapter VIII, Sec
tion 1, Subsection 1.2, Naming of Facilities Other Than 
Buildings).--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation to name Room 3.132 in the new Chemical and Petro
leum Engineering Building at U. T. Austin the Amoco Foundation 
Numerical Reservoir Simulation Laboratory, in accordance with 
the Regents' Rules and Regulations, Part One, Chapter VIII, Sec
tion 1, Subsection 1.2, relating to the naming of facilities 
other than buildings. 

BACKGROUND INFORMATION 

At its meeting in December 1981, the U. T. Board of Regents 
approved the naming of facilities other than buildings as part 
of a special private fund development campaign for the College 
of Engineering, in accordance with Part One, Chapter VII, Sec
tion 2, Subsection 2.44 of the Regents' Rules and Regulations. 

The naming of Room 3.132 is to recognize a gift and pledge 
from Amoco Foundation, Inc. to support a numerical reservoir 
simulation laboratory in the Department of Petroleum Engineer
ing. The funds are to be used to acquire and maintain equip
ment, and for activities or facilities necessary for the 
research and teaching functions of the laboratory. 

7. U. T. Austin: Recommended Concurrence in Acquisition of 
Special Research Collection and Requested Authorization 
for Institutional Representatives to Negotiate Purchase 
Agreement (No Publicity).--

RECOMMENDATION 

The Office of the Chancellor endorses President Cunningham's 
request for concurrence in U. T. Austin's plans to acquire, 
by purchase and gift, the Natchez Trace Collection from 
Dr. Lucius B. Dabney, Jr. and Inez c. Dabney of Vicksburg, 
Mississippi. Authorization is further requested for appro
priate institutional representatives to sign the necessary 
agreements after review by the Office of General Counsel and 
the Office of Academic Affairs. 

Mr. Dabney is prepared, subject to execution of a satisfactory 
sales agreement, to transfer a portion of this special collec
tion in five distinguishable units to U. T. Austin for $900,000. 
The purchase price is payable in five installments (one for each 
unit) consisting of $300,000 initially and $150,000 per year 
over the next four years. The remainder of the collection is to 
be transferred to U. T. Austin as a gift. 
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BACKGROUND INFORMATION 

The Natchez Trace Collection is a un1que collection of archives, 
correspondence, ledgers, records, deeds, company and plantation 
files, and related materials on Southern history, primarily 
from the 18th and 19th centuries. 

An independent appraisal places the value of this uncatalogued 
collection at over $3,000,000 and campus experts on libraries 
and special collections estimate that the collection's value 
far exceeds the proposed purchase price and support its acqui
sition as being of almost incalculable value to historians and 
social scientists and a most beneficial addition to U. T. 
Austin's special collections. 

u. T. Austin proposes to use endowment income, unallocated 
library resources, and special equipment funds already avail
able to the institution for the initial installment. Special 
equipment funds will be included in subsequent years' budgets 
to meet the remaining four installments. 

NO PUBLICITY 

8. u. T. Austin: Request to Approve Private Fund Development 
Campaign for the College of Pharmacy (Re~ents' Rules and 
Regulations, Part One, Chapter VII, Sect1on 2, Subsec
tion 2.44) and to Concur in an Agreement to Establish a 
Scholarship Fund for the College of Pharmacy.--

RECOMMENDATION 

The Office of the Chancellor concurs with President cunningham's 
recommendation for approval of a private fund development 
campaign on behalf of the College of Pharmacy at U. T. Austin 
pursuant to the Regents' Rules and Regulations, Part One, 
Chapter VII, Section 2, Subsection 2.44. The object of this 
campaign is to raise funds to meet a challenge grant program 
from the Plough Foundation of Memphis, Tennessee, to provide 
scholarships for pharmacy students. 

It is further requested that the U. T. Board of Regents concur 
in principle for U. T. Austin to enter into an agreement 
(conditions outlined below) with the Plough Foundation, Memphis, 
Tennessee, to establish a permanent scholarship fund for the 
College of Pharmacy. After review by the Office of General 
Counsel, the final form of the agreement will be submitted in 
an appropriate manner to the U. T. Board of Regents for the 
record. A summary of the proposed conditions for the Plough 
Pharmacy Scholarship Program follows: 

a. The scholarship endowment is to be funded 
over an eleven year period with the Pharma
ceutical Foundation of the College of 
Pharmacy (an internal foundation under Part 
One, Chapter VII, Section 4, Regents' Rules 
and Re~ulations) and the Plough Foundation 
provid1ng $50,000 each in the first year, 
and $45,000 in each of the ten succeeding 
years, for a total of $1,000,000. 
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b. The combined funds are to be managed by a 
bank of the Plough Foundation's choice in 
Memphis, Shelby County, Tennessee, having 
capital in excess of $10 million. 

c. Each year one-half of the earnings from the 
fund are to be used for scholarships and 
one-half, less bank fees, returned to 
principal. 

d. Beginning with the 16th year, the sum of 
the contributions of the Pharmaceutical 
Foundation of the College of Pharmacy to 
the scholarship endowment will begin to be 
paid to u. T. Austin, $50,000 the first 
year and $45,000 yearly for the next ten 
years. The amount contributed to the pro
gram by the Pharmaceutical Foundation of 
the College of Pharmacy will be paid to 
u. T. Austin by the 26th year of the fund. 
The sums paid to U. T. Austin under this 
agreement will be deposited in the Common 
Trust Fund as an additional endowment for 
the College of Pharmacy with the use of 
the income to be recommended by U. T. 
Austin at a later date. 

Based on Foundation projections, the 
principal remaining in the fund at this 
point is estimated to be approximately $2.5 
million, yielding approximately $150,000 
annually in scholarship funds. (Note: These 
are optimistic projections assuming a 12% 
return. In any case, the proposed fund will 
provide significant additional scholarship 
assistance to College of Pharmacy students 
at u. T. Austin.) 

e. At the 27th year, the even distribution 
between scholarships and return to prin
cipal will end and the entire earnings 
will be used for scholarships. 

BACKGROUND INFORMATION 

The Plough Foundation was created in 1972 by Abe Plough, 
founder of Plough, Inc., a large pharmaceutical company origi
nally located in Memphis, Tennessee. The Plough Foundation is 
prepared to offer to U. T. Austin a challenge, as outlined, 
upon U. T. Board of Regents' concurrence. 

The Pharmaceutical Foundation Advisory Council has thoroughly 
discussed the program and recommends the College of Pharmacy 
initiate the fund raising effort for potential participation in 
the program. 
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9. U. T. Austin: Recommendation for Conditional Renewal 
of Memorial Stad1um Option Seat Plan on an Annual Basis 
Effective with the 1986 Season and Approval of Increases 
in Minimum Donations for Respective Options.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation to convert the Memorial Stadium Option Seat 
Plan to an annual renewal plan for current option holders pro
vided they a) continue to make specified annual contributions 
and b) purchase season tickets. It is also requested that u. T. 
Austin be authorized to phase out the existing option plan as 
current holders relinquish their options and assign seating pri
orities according to the amount and continuity of giving through 
the Annual Giving Scholarship Program. 

It is further recommended that option donations effective with 
the 1986 season be set as follows: 

1982-85 Proposed 
Option Cost 
(annualized) 

Option Cost 

Option A $200 $250 
Option B $100 $125 
Option c $ 50 $ 60 
Option D $ 30 $ 30 

As with the current option plan, it is proposed that options 
be transferable only to a spouse and that donations accrue to 
Longhorn Scholarship Fund, a quasi endowment fund, the income 
being used primarily for scholarships for student athletes. 
Principal from this fund, in whole or part, may be used at the 
President's discretion, subject to other approvals as appropri
ate, to support programs and facilities development directly 
related to intercollegiate athletic programs and for use in 
matching gifts made by donors to intercollegiate athletics. 

BACKGROUND INFORMATION 

The option seat plan for football games in Memorial Stadium 
was instituted in 1969 to assist in the cost of constructing 
the new upper deck. Under the plan, donors making set contri
butions were guaranteed priority seating at home games for a 
period of ten years (later extended to twelve because of con
struction delays). In addition, option seat holders pur
chased tickets for those seats at regular prices, although 
they were not required to purchase them every year in order 
to retain their priority. 

The plan was renewed effective with the 1982 football season, 
with increased contribution levels and the term of the option 
reduced to four years to make it possible to respond more 
effectively to fluctuations in the economy. 

The plan has served U. T. Austin and its athletic program well. 
However, it is the recommendation of the Director of Intercol
legiate Athletics for Men and The Council on Intercollegiate 
Athletics for Men that we move toward a new financial support 
plan beginning with the 1986 season. It is believed that the 
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gradual phasing of the option plan into the annual giving pro
gram will reduce current inequities and, at the same time, 
develop a stronger financial base for intercollegiate athletics 
on our campus. 

10. u. T. Dallas: Request to Replace Eight Current Degree 
Programs in the School of Arts and Humanities with Four 
Interdisciplinary Degrees and to Submit the Proposed 
Programs to the Coordinating Board for Approval (Catalog 
Change).--

RECOMMENDATION 

The Office of the Chancellor concurs with President Rutford's 
request for authorization to establish four new interdisciplin
ary degree programs (see summaries on Page AAC - 48) in the 
School of Arts and Humanities at U. T. Dallas to replace the 
current more traditional disciplinary undergraduate degree 
programs as follows: 

Current Bachelor of Arts 
Degree Programs 

English 
French 
Spanish Language and 

Literature 
Asian Studies 
Classics 
History 
Philosophy 
Music 
Theatre 
Visual Arts 

Proposed Bachelor of Arts 
Degree Programs 

Literary Studies 
Historical studies 
Art and Performance 
Arts and Humanities 

JUSTIFICATION 

A rigorous review of the entire undergraduate curriculum in 
the School of Arts and Humanities led to this proposed substi
tution. The faculty feels strongly that this approach is more 
appropriate for this upper-level institution and that it will 
provide the best possible undergraduate education in the arts 
and humanities at U. T. Dallas, given the number of faculty, 
the material resources, and the nature of the student body. 
Students who so desire will still be able to acquire similar 
degrees of specialization within the proposed new degree 
options as are now available in the u. T. Dallas School of 
Arts and Humanities. 

These proposed programs are a direct replacement for the listed 
existing programs and consequently are within the presently 
approved role and scope. Upon Regental approval, a proposal 
for these degree programs will be submitted to the Coordinating 
Board. Upon Regental and Coordinating Board approval, the next 
appropriate catalog published at U. T. Dallas will be amended 
to reflect this action. 
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Proposed Arts and Humanities Degree Program Summary 

Bachelor of Arts in Literary Studies: 

The proposed degree program provides students with a 
thorough grounding in literary methods and conventions 
and a broad acquaintance with literatures of different 
periods and cultures. It combines courses in criticism 
and interpretation, in creative writing and translation, 
and in linguistics and languages. This program would 
replace the existing Bachelor of Arts degrees in English, 
French, and Spanish Language and Literature. 

Bachelor of Arts in Historical Studies: 

The proposed degree program provides mastering of Slg
nificant methods of inquiry and pursuit of a wide range 
of important historical and philosophical issues. 
Students design distinctive degree programs by select
ing among courses in historical and philosophical 
method and approach, traditional historical surveys, 
and specific historical and philosophical topics. 
Students are encouraged to focus their studies in 
this program on a particular time or place, a signifi
cant theme, topic, or problem, or an approach to 
learning such as Historical Studies and Literature, 
Historical Studies and the Arts, Historical studies 
of Ideas, Historical Studies of Science and Technology, 
and Historical Studies and the Social Sciences. This 
program would replace the existing Bachelor of Arts 
degrees in Asian Studies, Classics, History, and 
Philosophy. 

Bachelor of Arts in Art and Performance: 

The proposed degree program joins the study of the 
history, theory, and nature of the arts with intensive 
practice of one or more of the arts through a combina
tion of ensembles, studio and performance workshops, 
classes, and seminars. The aim of the program is to 
establish an interdisciplinary context for study in 
which the making of a work of art or the evolution of 
a performance is considered together with the history 
of the medium. Emphasis is on the doing, but the 
doing will be understood to have a history and a 
context. Art is a combination of problem-solving and 
discovery and one of the central objectives of the 
program is for the student to discover just how 
subtle these problems can be -- subjectively, at the 
personal level; conceptually, at the formal level; 
socially and economically, at the professional level. 
This program would replace the existing Bachelor of 
Arts degrees in Music, Theatre, and Visual Arts. 

Bachelor of Arts in Arts and Humanities: 

The proposed degree program makes students 
familiar with the relationships among the liberal 
disciplines which comprise literary and historical 
studies and the visual and performing arts. The 
model for this interdisciplinary major is the act 
of translation, broadly conceived to include visual, 
musical, and technical languages as well as literary 
texts. 
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11. U. T. El Paso: Recommendation for Approval to Increase 
the student Services Fee (Required) Effective with the 
Spring Semester 1986 (Catalog Change).--

RECOMMENDATION 

The Office of the Chancellor concurs with President Monroe's 
recommendation that the U. T. Board of Regents approve an 
increase in the Student Services Fee (Required) at U. T. 
El Paso from $5.25 per semester credit hour, with a maximum of 
$63.00, to $6.50 per semester credit hour, with a maximum of 
$78.00 for any one semester, to be effective with the Spring 
Semester 1986. 

BACKGROUND INFORMATION 

The Student Services Fee Advisory Committee of u. T. El Paso 
has endorsed an increase in the Student Services Fee. This 
proposed fee increase is necessary to provide funding to 
support the current level of activities financed from this 
revenue source. 

If this recommendation is approved, the Minute order will 
reflect that the next catalog published will conform to this 
action. 

12. u. T. El Paso: Proposed Memoranda of Agreement with 
a) The Center for Research on the Northern Border of 
Mex1co, b) The Autonomous Un1vers1ty of C1udad Juarez, 
and c) The National Institute of Investigations of 
Biotic Resources and Request for Authorization to 
Execute Agreements.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Monroe's 
recommendations that the u. T. Board of Regents approve the 
three memoranda of agreement set out on Pages AAC 51 - 58 
by and between U. T. El Paso and the following Mex1can 
facilities: 

a. The Center for Research on the Northern Border 
of Mexico (CEFNOMEX) 

b. The Autonomous University of Ciudad Juarez 

c. The National Institute of Investigations of 
Biotic Resources (INIREB) 

It is further requested that the Executive Vice Chancellor 
for Academic Affairs be authorized to execute, on behalf of 
the U. T. Board of Regents, these or substantially equivalent 
agreements after their execution by the facility representative 
and by President Monroe with the understanding that any and all 
specific agreements arising from these general agreements are 
to be submitted for prior administrative review and subsequent 
approval as required by the Regents' Rules and Regulations. 
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BACKGROUND INFORMATION 

These general agreements are designed to promote academic and 
research cooperation between U. T. El Paso and the named 
Mexican facilities. The goals of the agreements are as follows: 

a. The Center for Research on the Northern 
Border of Mexico (CEFNOMEX) 

This agreement is oriented toward 
research on social, cultural, economic, 
and political realities of Northern Mexico. 

b. The Autonomous University of Ciudad Juarez 

This agreement is directed to cooperation in 
fields of mutual interest including the human
ities, engineering, the physical, biological 
sciences and administration. 

c. The National Institute of Investigations of 
Biotic Resources (INIREB) 

This agreement emphasizes research on the 
utilization of biological resources through 
the application of science and technology. 
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MEMORANDUM OF AGREEMENT 

This General Agreement of Academic and Scientific Cooperation 
made the day of , 19 , by the 
Board of Regents of The Un1versity of Texas System on behalf 
of The University of Texas at El Paso ("University") and the 
Center for Research on the Northern Border of Mexico 
( II CEFNOMEX II ) I 

WITNESSETH: 

WHEREAS, the University declares that it is a component 
institution of The University of Texas System governed by the 
laws and constitution of The State of Texas, and the Rules 
and Regulations of the Board of Regents, whose object1ves 
include education, research and service; and 

WHEREAS, the University intends to establish cooperative 
action and complementary academic action with the CEFNOMEX 
under the terms and conditions established in the clauses of 
the Agreement; and 

WHEREAS, CEFNOMEX declares that it is a legally 
constituted, decentralized organization of the State of 
Tamaulepas, County, Mexico, with its own property, created by 
decree, as published in the DIARIO Oficial De La Federacion 
on the 2nd of July, 1982, whose purpose is the promotion and 
completion of studies oriented toward the promotion of 
knowledge and the rational utilization of the knowledge and 
greater understanding of the social, cultural, economic and 
political reality of the country through research; and 

WHEREAS, CEFNOMEX is interested in cooperation with the 
University through research projects and student support 
under the terms and conditions established within the clauses 
of this Agreement; and 

WHEREAS, University and CEFNOMEX declare on this date, 
they have decided to formalize their agreement toward scien
tific and academic cooperation and therefore set down the 
following clauses for that purpose, 

NOW, THEREFORE, IT IS MUTUALLY AGREED AS FOLLOWS: 

Section 1. Future Specific Agreements 

Pursuant to this general Agreement, the parties agree 
that they may establish specific agreements of collaboration 
among one or several units of the University and one or 
several programs of the CEFNOMEX, and if approved by both 
institutions, and the Board of Regents of The University of 
Texas System, they will be designated as specific agreements 
of collaboration. 

Section 2. Contents of Specific Agreements 

Specific future agreements will describe the activities 
to be developed in detail. They will explain the financial 
responsibility of each institution, work schedules, partici
pating personnel, required budgets as well as all documents 
and data necessary to precisely determine the reasons, goals 
and extent of each agreement. 
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Section 3. Personnel Matters 

The parties agree that the management and attachment of 
personnel of each institution who may be assigned to complete 
tasks in relationship with any of the specific agreements for 
collaboration described in Section 1 will not be the object 
of any change in status, be it academic, work related or of 
any kind, due to that person's endeavor to complete his or 
her assigned task. 

Section 4. Employment Matters 

The University specifically accepts that in the case of 
its students who are undertaking thesis work at the CEFNOMEX, 
in no case does the latter acquire hiring or work related 
responsibilities at the end of the student's term of study. 

Section 5. Intellectual Property 

With respect to copyrights and industrial property derived 
from research completed under this agreement, both parties agree 
that each specific agreement will determine property rights in 
regards to the same which in the case of the University will 
conform to the applicable provisions of said rules. 

Section 6. Use of CEFNOMEX Facilities 

CEFNOMEX accepts, through this Agreement, that the re
searchers or students who are commissioned by the University 
and who wish to do so may make use of the Research Offices 
CEFNOMEX has in the cities of Tijuana, Baja California, Mexi
cali, Baja California, Cd. Juarez, Chihuahua, Nuevo Laredo, 
Tamaulipas and Matamoros, Tamaulipas, the library, its current 
awareness information service and its data banks, when they ob
serve the rules which govern each of these by merely identifying 
themselves with a valid University ID card and with a memorandum 
from the research project principal investigator or teacher. 

Section 7. Use of University Facilities 

The University accepts that CEFNOMEX research staff or 
students may make use of the libraries and use data banks 
when they observe the rules that govern each of these by merely 
identifying themselves with a valid CEFNOMEX ID card and by 
taking to the Office of Research an application duly signed by 
a department head of CEFNOMEX or coordinator of the research 
office to which he is commissioned. 

Section 8. University Coordination 

The University assigns the Office of Research to 
coordinate the actions derived from the present agreement. 

Section 9. CEFNOMEX Coordination 

The CEFNOMEX assigns the Assistant Director for 
Formacion Y Capacitacion to coordinate the actions derived 
from this agreement. 

section 10. Modification of General Agreement 

This Agreement may be modified by the parties' mutual 
written consent and at the request of either of them. 
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Section 11. Effective Date 

This Agreement will become effective on the day of signing 
by both parties and will remain in effect for one year from 
that date and thereafter shall continue in effect from year to 
year unless and until one of the parties notifies the other of 
its intentions to terminate in writing and with six month's 
advance notice. 

Executed on the 
in duplicate originals. 

ATTEST: 

FORM APPROVED: 

Offlce of General Counsel 
The University of Texas 

System 

EXECUTION 

day of ----------------------' 19 

Center for Research on the 
Northern Border of Mexico 
( "CEFNOMEX" ) 

By: ------------------------
Title: ----------------------

The Board of Regents of 
The University of Texas 
System on behalf of The 
University of Texas at 
El Paso 

Recommended for Approval: 

Haskell Monroe 
President 

CONTENT APPROVED: 

James P. Duncan 
Executive Vice Chancellor 

for Academic Affairs 
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MEMORANDUM OF AGREEMENT 

The Board of Regents of The University of Texas System on 
behalf of The University of Texas at El Paso, a component 
institution of The University of Texas System, an agency of 
the State of Texas, United States of America, and The Autono
mous University of Ciudad Juarez, Mexico, enter into the 
following agreement on the date of execution of this MEMORANDUM 
OF AGREEMENT, as indicated below: 

WHEREAS the two educational institutions are culturally 
and geographically linked and both institutions are concerned 
with social, humanistic, scientific, and technical research, 
and 

WHEREAS the academic resources of these institutions 
represent opportunities for cooperative and complementary 
exchange in a spirit of international cooperation, 

IT IS MUTUALLY AGREED AS FOLLOWS: 

Section 1. Goals 

It is to the mutual benefit of each institution that an 
effort toward the realization of these opportunities be 
initiated, and therefore that the following general goals be 
established 

(a) cooperation in fields of mutual interest which 
include, but are not limited to the humanities, the 
physical and biological sciences, engineering, and 
administration; 

(b) exchange of faculty and researchers for defined 
periods of time; 

(c) team teaching of seminars, professional development 
or teaching methods courses, and specialized 
technical training courses; 

(d) exchange of faculty, administrators, and students 
specific development programs; 

(e) sharing of cultural, athletic and social experiences; 
(f) exchange of pedagogical equipment and materials; 
(g) reciprocal awarding of scholarships; 
(h) exchange of statistical, technical, and educational 

data; 
(i) cooperation in research related to problems common 

to both institutions and the border (i.e., 
socio-economic, ecological, technical); and 

(j) other programs that would be mutually beneficial. 

Section 2. 

Both 
(a) 

(b) 

Planning 

institutions agree: 
to assign to an administrative entity of each 
respective University the responsibility for the 
biennial renewal of this agreement or the 
negotiation of changes or additional agreements on 
the development of projects in specific areas of 
mutual interest, as appropriate and feasible; and 
to plan ways to make available, to the extent 
possible, resources of the respective institutions 
for projects under the specific terms of future 
agreements. 
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Section 3. Future Agreements 

(a) Future agreements concerning any program agreed to 
by the two parties shall provide details concerning 
the specific commitments being made by each party 
and shall not become effective until they have been 
put in writing and executed by the duly authorized 
representatives of the two parties, and approved 1n 
writing by the Office of the Chancellor of The 
University of Texas System. 

(b) Such agreements may be cancelled by either party by 
giving written notice to the other of its intention 
to terminate the program. 

Executed on the 
1n duplicate originals. 

ATTEST: 

FORM APPROVED: 

Office of General Counsel 
The University of Texas 

System 

EXECUTION 

day of 
----------------------' 19 

Autonomous University of 
Ciudad Juarez 

By: ------------------------
Title: ----------------------

The Board of Regents of 
The University of Texas 
System on behalf of The 
University of Texas at 
El Paso 

Recommended for Approval: 

Haskell Monroe 
President 

CONTENT APPROVED: 

James P. Duncan 
Executive Vice Chancellor 

for Academic Affairs 
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MEMORANDUM OF AGREEMENT 

This General Agreement of Academic and Scientific cooperation 
made the day of , 19 , by the 
Board of Regents of The Un1versity of Texas System on behalf 
of The University of Texas at El Paso ("University") and the 
National Institute of Investigations of Biotic Resources 
(

11 INIREB 11
), 

WITNESSETH: 

WHEREAS, the University declares that it is a component 
institution of The University of Texas System, governed by the 
laws and constitution of the State of Texas, whose objectives 
include education, research, and service; and 

WHEREAS, the University intends to establish cooperative 
action and complementary academic action with INIREB under the 
terms and conditions established in the clauses of the 
Agreement; and 

WHEREAS, INIREB declares that it is a legally 
constituted, decentralized organization of the State with its 
own property, created by decree on February 28, 1979, as 
published in the DIARIO OFICIAL DE LA FEDERACION on the 2nd of 
March, 1979, whose purpose is the promotion and completion of 
studies oriented toward the promotion of knowledge and the 
rational utilization of the biological resources of the 
country through the application of science and technology; and 

WHEREAS, INIREB is interested in cooperation with the 
University through research projects and student support under 
the terms and conditions established within the clauses of 
this Agreement; and 

WHEREAS both institutions declare that on this date, they 
have decided to formalize their agreement toward scientific 
and academic cooperation and therefore set down the following 
clauses for that purpose, 

NOW, THEREFORE, IT IS MUTUALLY AGREED AS FOLLOWS: 

Section 1. Future Specific Agreements 

Pursuant to this general Agreement, the parties agree 
that they will establish future specific agreements of 
collaboration-among one or several units of the University and 
one or several programs of the INIREB, and if approved by both 
institutions, and the Board of Regents of The University of 
Texas System, they may be designated as specific agreements of 
collaboration. 

Section 2. Contents of Specific Agreements 

Specific future agreements will describe the activities 
to be developed in detail. They will explain the financial 
responsibility of each institution, work schedules, 
participating personnel, required budgets as well as all 
documents and data necessary to precisely determine the 
reasons, goals and extent of each agreement. 
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Section 3. Personnel Matters 

The parties agree that the management and attachment of 
personnel of each institution who may be assigned to complete 
tasks in relationship with any of the Specific Agreements for 
Collaboration described in Section 1 will not be the object of 
any change in status, be it academic, work related or of any 
kind, due to that person's endeavor to complete his or her 
assigned task. 

Section 4. Employment Matters 

The University specifically accepts that in the case of 
its students who are undertaking thesis work at the INIREB, in 
no case does the latter acquire hiring or work related 
responsibilities at the end of the student's term of study. 

Section 5. Intellectual Property 

With respect to copyrights and industrial property derived 
from research completed under this Agreement, both parties 
agree that each specific agreement will determine property 
rights in regards to the same. 

Section 6. Use of Facilities 

INIREB accepts, through this Agreement, that the students, 
researchers or pupils of the University who wish to make use of 
its library, botanical gardens and herbarium may do so, if and 
when they observe the rules which govern each of these, by merely 
identifying themselves with a valid University identification card. 

Section 7. University Coordination 

The University assigns the Office of Research to 
coordinate the actions derived from the present Agreement. 

Section 8. INIREB Coordination 

INIREB assigns the Assistant Director for Formacion y 
Capacitacion to coordinate the actions derived from this 
Agreement. 

Section 9. Modification of General Agreement 

This Agreement may be modified by the parties' mutual 
written consent and at the request of either of them. 

Section 10. Effective Date 

This Agreement will become effective on the day of signing 
by both parties and will remain in effect for one year from 
that date and thereafter shall continue in effect from year to 
year unless and until one of the parties notifies the other of 
its intention to terminate in writing and with six month's 
advance notice. 
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Executed on the 
in duplicate originals. 

ATTEST: 

FORM APPROVED: 

Off1ce of General Counsel 
The University of Texas 

System 

EXECUTION 

day of 
----------------------' 19 

The National Institute of 
Investigations of Biotic 
Resources ( 11 INIREB 11

) 

By: ------------------------
Title: ----------------------

The Board of Regents of 
The University of Texas 
System on behalf of The 
University of Texas at 
El Paso 

Recommended for Approval: 

Haskell Monroe 
President 

CONTENT APPROVED: 

James P. Duncan 
Executive Vice Chancellor 

for Academic Affairs 
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13. u. T. Tyler: Development Board- Proposed Nominee Thereto 
(NO PUBLICITY UNTIL ACCEPTANCE IS RECEIVED).--

RECOMMENDATION 

The Office of the Chancellor concurs with President Hamm's 
recommendation for approval of the nomination of Mr. Frank M. 
Burke, Jr., Chairman, Chief Executive Officer, and Managing 
General Partner of the Burke Mayborn Company, Ltd., Dallas, 
Texas, to the Development Board at U. T. Tyler for a three-year 
term to expire in 1988. 

BACKGROUND INFORMATION 

This development board was established and initial nominees 
were approved at the December 1980 U. T. Board of Regents' 
meeting. The nomination of Mr. Burke is to an unfilled 
vacancy. 

In accordance with usual procedures, no publicity will be 
given to this nomination until an acceptance is received and 
reported for the record at a subsequent meeting of the u. T. 
Board of Regents. 

14. u. T. Tyler: Recommendation for Ap~roval to Enter Into a 
Management Contract With a Non-Proflt Corporation for the 
Provision of Student Housing.--

EXPLANATION 

The U. T. Tyler Foundation, Inc., on October 28, 1985, made an 
offer to purchase the University Place Apartments, Phases I, II 
and III, and two nearby undeveloped lots from the present owner, 
E.~.S.L. Development Company. The apartment facilities are 
located directly across Varsity Drive from the campus, and con
sist of 38 buildings containing 484 units, an office/clubhouse 
building, two swimming pools, three laundries, a central circu
lating hot water system, and 1,000 parking spaces. University 
Place Apartments were constructed in 1984-85 and are cur
rently 86.7% occupied. 

Should the Foundation acquire ownership of the apartments, it 
is the intention of the Foundation to enter into a management 
contract, whereby u. T. Tyler would be responsible for operation 
and management of the apartments as housing for students and 
employees of u. T. Tyler and other area educational institutions. 
u. T. Tyler would pay to the Foundation the net proceeds from 
operation of the apartments, which should be sufficient to 
cover the Foundation's payments on the note executed to finance 
the purchase of the apartments. The management contract will 
also contain an option for U. T. Tyler to purchase the land 
and apartments (subject to approval by the Coordinating Board, 
Texas College and University System) at any time at a purchase 
price not to exceed the then current indebtedness of the 
Foundation on the property, plus any costs of sale. 
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If the Foundation's offer to purchase the apartments is accepted, 
officers of U. T. Tyler and U. T. System Administration will 
complete negotiations with the Foundation concerning the manage
ment contract and will develop a final draft of the contract. 
If a firm recommendation on this project can be formulated in 
a timely manner, the recommendation, along with accompanying 
documents and background information, will be mailed to the 
U. T. Board of Regents at the earliest possible date. 
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Health Affairs Committee 



Date: 

Time: 

HEALTH AFFAIRS COMMITTEE 
COMMITTEE CHAIRMAN BRISCOE 

December 5, 1985 

Following the meeting of the Academic Affairs Committee 

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

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

u. T. Health Science Center - Dallas: Pro
posed Appointment to the Robert L. Moore Chair 
in Pediatrics Effective December 5, 1985 

U. T. Health Science Center - Dallas: Pro
posed Patent License Agreement With Coulter 
Corporation, a Delaware Corporation, the 
Hialeah, Florida Division 

u. T. Medical Branch - Galveston (U. T. Allied 
Health Sciences School -Galveston): Request 
for Approval to Change the Name of the Depart
ment of Medical Record Administration to the 
Department of Health Information Management 
and to Submit the Proposed Change to the 
Coordinating Board for Appropriate Approval 
(Catalog Change) 

U. T. Medical Branch - Galveston: Proposed 
Appointment of Ashbel Smith Professor Effec
tive December 5, 1985 

U. T. Medical Branch - Galveston: 
Change of Titles from Ashbel Smith 
to Ashbel Smith Professor Emeritus 
December 5, 1985 

Proposed 
Professor 
Effective 

U. T. Medical Branch - Galveston: Proposed 
Affiliation Agreement with William Beaumont 
Army Medical Center, El Paso, Texas 

U. T. Health Science Center - Houston (U. T. 
Nursing School -Houston): Proposed Appoint
ment to the Isla Carroll Turner Professorship 
in Gerontology Effective January 1, 1986 

u. T. Health Science Center - Houston: 
Recommendation to Approve Naming the Library 
in the Department of Obstetrics, Gynecology 
and Reproductive Sciences as the Griff T. 
Ross, M.D., Ph.D., Memorial Library (Regents' 
Rules and Regulations, Part One, Chapter VIII, 
Section 1, Subsection 1.2, Naming of Facili
ties Other Than Buildings) 

U. T. Health Science Center - Houston: 
Development Board - Proposed Nominee Thereto 
(NO PUBLICITY UNTIL ACCEPTANCE IS RECEIVED) 
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10. u. T. Health Science Center - Houston: Rec
ommendation for Approval of the Harris County 
Psychiatric Center Leases, Sublease, and 
Operating Agreement, Agreement Concerning 
Employment, and Admission, Discharge, and 
Transfer Policy Statement Between the U. T. 
Board of Regents and the Texas Board of 
Mental Health and Mental Retardation, the 
Commissioners' Court of Harris County, and 
the Board of Trustees of the Mental Health 
and Mental Retardation Authority of Harris 
County, Texas 

11. u. T. Health Science Center - San Antonio: 
Proposed Appointment to the Meadows/San 
Antonio Area Foundation (Semp Russ) Research 
Professorship in Child Psychiatry Effective 
December 5, 1985 

12. u. T. Cancer Center: Proposed Appointment 
to the John G. and Marie Stella Kenedy 
Foundation Chair Effective January 1, 1986 

13. u. T. Cancer Center: Proposed Appointment 
to the Olga Keith and Harry Carothers Wiess 
Chair in Diagnostic Radiology Effective Jan
uary 1, 1986 
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1. u. T. Health Science Center - Dallas: Proposed Appoint
ment to the Robert L. Moore Chair in Pediatrics Effective 
December 5, 1985.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
by President Sprague to appoint Charles M. Ginsburg, M.D., to 
the Robert L. Moore Chair in Pediatrics at the u. T. Health 
Science Center - Dallas effective December 5, 1985. This 
appointment is contingent upon approval of the redesignation 
of the Robert L. Moore Professorship in Pediatrics to the 
Robert L. Moore Chair in Pediatrics as proposed in Item 26 , 
Page L&I - 37. ----

BACKGROUND INFORMATION 

Charles M. Ginsburg, M.D., was appointed to the Robert L. Moore 
Professorship in Pediatrics at the April 1985 meeting of the 
u. T. Board of Regents. Dr. Ginsburg's enthusiasm for research 
and teaching of pediatrics demonstrates his outstanding clini
cal scholarship and deep concern for the welfare of children. 
The distinguished career of Dr. Ginsburg in the academic arena 
and in patient care justify his holding the Robert L. Moore 
Chair in Pediatrics. 

2. U. T. Health Science Center - Dallas: Proposed Patent 
License Agreement with Coulter Corporation, a Delaware 
Corporation, the Hialeah, Florida Division.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Sprague's 
recommendation for granting an exclusive, royalty-bearing 
biomaterials patent license to Coulter Corporation, a Delaware 
Corporation, the Hialeah, Florida Division. The license 
agreement is set forth on Pages HAC 5-18 . 

BACKGROUND INFORMATION 

This patent license agreement is for specific tangible bio
materials, i.e., monoclonal antibodies, physically supplied 
and licensed for a fee to a commercial organization which will 
sell their derivatives. Four of the antibodies are specific 
to Deoxynucleotidyl Transferase and one is specific to 
Neuroblastoma. 

The costs of patent procurement and governmental approvals is 
to be borne by Coulter. Appropriate limitations on warranties 
and other restrictions on u. T. System liability are contained 
therein. 
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There is no provision for royalty payments to be made directly 
to the inventor. Accordingly, the inventor will receive dis
tributions as provided by the Regents' Rules and Regulations 
respecting patents. 

A twenty-five thousand dollar payment is to be made within ten 
days after execution of the license and is to be credited 
against subsequent royalties. Royalties will be paid on a var
iable scale depending on the nature of patent coverage and the 
particular year of sale and are required even if no patents 
are issued. A summary of the royalty provisions is set forth 
as follows: 

SUMMARY OF ROYALTIES 

1. Products Covered by u. S. Patent Rights 

Coulter will pay royalties of four percent (4%) of net 
selling price for any antibody products made and commercially 
used or sold by Coulter in the United States, covered by a 
U. S. patent application or a valid U. S. patent for the life 
of said patent. 

2. Products Covered by Foreign Patent Rights 

For products made, commercially used or sold outside the 
United States and covered by a foreign patent application or 
patent, Coulter will pay as royalty an amount in dollars accord
ing to the following percent of net selling price schedule: 

a) 1st year of sale of antibody - 0 
b) 2nd year of sale of antibody - one percent (1%) 
c) 3rd year of sale of antibody - two percent (2%) 
d) 4th year of sale of antibody - three percent (3%) 
e) 5th year of sale of antibody - four percent (4%) 
f) Subsequent years of patent - four percent (4%) 

3. Products Not Covered by Patent Rights 

If there are no patent applications covering a product, 
Coulter will pay as royalty for any product it makes, commer
cially uses or sells whether in the United States or outside, 
the amount of two percent (2%) of net selling price for each 
product it sells for a period of five (5) years from the date 
of the first sale of such product in a given country. 
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1. PARTIES: 

1 .1 The Board of Regents of the U1 ivers i ty of Texas System, 

referred to hereinafter as 11~11 , for and on beha If of the 

l.Xliversity of Texas Health Science Center at Dallas, having an 

office at 5323 Harry Hines Boulevard, Dallas, Texas 75235, referred 

to hereinafter as 11LNIVERSI1Y11
• 

1.2 Coulter lrmunology Division of Coulter Corporation, a 

Delaware corporation, with offices at 440 West 20th Street, Hialeah, 

Florida 33010, referred to hereinafter as 11CID11
• 

1.3 The l.Xliversity of Texas System is the state agency 

established by Texas statute Yklich governs LNIVERSI1Y and its 

operation. ~ is its governing body. 

2. CDJSIDERATI~: 

2.1 This Agreement is entered into between the aforementioned 

parties for and in consideration of the undertakings herein 

expressed, the sufficiency and adequacy of Yklich are hereby 

acknowledged. 

3 • SLBJ ECr tv\1\TTER OF PCREBv'ENT: 

3. 1 The present Agreement reI ates to five ( 5) rronoc I ana I 

antibodies. As used herein, 111VCA11 shall mean: five (5) rronoclonal 

antibodies, four (4) of Yklich are specific to Tenminal 

Deoxynucleotidyl Transferase ( 11Tdt 11 ), and one of Yklich is specific 

to Neuroblastoma. (MCA are rrore specificial ly identified on 

Attachment A, entitled Clone List). 
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3. 2 R. Grahcm Smith, M.D. ( 11 SVliTI-P') is EJll>l oyed by LNIVERS 11Y 

as Associate Professor of Internal Medicine and is the inventor and 

deve I oper of rv'CA. 

LNIVERSI1Y. 

4. REPRESB..JTAT I CNS: 

SvUTI-1 wi II provide 1v'CA to CID on beha If of 

4.1 LNIVERSI1Y represents that to the best of its knowledge, 

1v'CA wi II not infringe patents O'M1ed by third parties. However, CID 

acknowledges that LNIVERSI1Y has not carried out any patent 

searches. In the event that any such infringanent is alleged by 

third parties, CID agrees to notify LNIVERSI1Y prarptly. CID and 

LNIVERSI1Y agree to investigate the situation fully and to 

co I laborate in taking appropriate action, inc I ud ing meeting with the 

third party in a settlanent conference. Any settlanent reached with 

the third party must be agreeable to CID and LNIVERSI1Y. However, 

neither party wi II unreasonably or arbitrarily withhold approva I of 

a settlanent agreanent. ·If CID is required to make pa'tfl'lents to a 

third party for infringement of the third parties' patents, such 

pa'tfl'lents wil I be deducted from royalty pa'tfl'lents due LNIVERSI1Y under 

paragraphs 7. 2 - 7. 4, except that in no event sha II the roya I ty 

pa'tfl'lents due LNIVERSI1Y under paragraph 7.2 - 7.4 fall below one 

percent ( 1 %) of the NET SELLirG PRICE, as defined here in, for any 

PRODUCT, as defined herein, made, commercially used or sold by CID. 

4.2 LNIVERSI1Y represents that to the best of its knowledge, 

there is no statutory bar to the fi I ing of patent applications on 

1v'CA in the United States or foreign countries. 

5 • ffiANT" ,AN) ~ OF I NR:Rr1AT I Cl'J: 

5.1 EOAro hereby grants to CID the exclusive license and 

r i gh t to make , have made , use and se I I PR:D..X:TS, throughout the 

United States, its territories and possessions, and in alI 

countries foreign to the United States, and subject to the rights 
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retained by LNIVERSI1Y for the I imi ted purposes expressed ·in 

paragraph 8 of this ,Agreement. 11 PR:D..X:T11 or 11 PRD...CTS11 shall mean a 

monoclonal antibody immunological substance or substances developed 

frcm the tv'CJ\ provided by LNIVERSI1Y to CID. 

5.2 At a time agreed upon by both parties, LNIVERSI1Y, through 

SMITH, wil I disclose and furnish to CID, tv'CJ\ described in paragraph 

3.1. If a fifth monoclonal antibody to Terminal Deoxynucleotidyl 

Transferase is recovered by SMITH frcm frozen clones, it will be 

furnished to CID and sha I I be covered under this ,Agreement in a I I 

respects as if it had been one of tv'CJ\ frcm the effective date of 

this ,Agreement. 

5.3 With respect to tv'CJ\ disclosed or furnished by LNIVERSI1Y 

to CID under paragraph 5, CID agrees to keep the tv'CJ\ confidential 

during the term of this ,Agreement and for three (3) years 

thereafter. This obi igation shall terminate or not be enforceable 

as to any particular aspect of MCA (but remains enforceable as to 

any other aspect) under the following conditions: 

a. the LNIVERSI1Y discloses any aspect of MCA by 

pub I i cat ion, information d i ssaninat ion or otherwise 

through SMITH or any other person associated with or 

errp I oyed by LN IVERS 11Y. 

b. any aspect of tv'CJ\ was known to CID before disclosure 

and CID can prove the same to be true. 

c. any aspect of MCA was known publicly before 

disclosure thereof to CID. 

d. any aspect of tv'CJ\ is disc I osed to CID by a third 

party under no obi igation of confidentiality to 

LN IVERS 11Y. 
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e. any aspect of WCA beccmes knO'Ml pub I ic ly through no 

fau I t of CID. 

CID agrees to have each of its employees who ccme into contact with MCA 

on a need-to-know basis agree to keep MCA confidential on the same tenms 

as apply to CID. 

6 • II'DBvN IF I 0\T I a.J #D HJLD HARvU.ESS: 

6 • 1 The WCA furnished C I D under this Agreanen t cc.rrpr i ses the 

basic research results intended to enable CID to introduce 

cannerc i a I I y feas i b I e imruno I og i ca I PRILCTS. LN IVERS 11Y PM) EOAro 

MAKE t--0 REPRESENTATia.JS, EX1"B'D t--0 'N.Am.ANTIES OF mY Kll'D, E111-IER 

EXPRESSED <R IM'Llffi, PM) ASSUv'E t--0 RESR:NSIBILITIES \\HATSOEVER Willi 

RESPECT 10 11-IE USE, SALE <R OTHER D I SFOS IT la.J BY C I D, <R BY 11-11 ro 
P.ARTIES Pal.JIRII'G TI-Rl.D-1 CID, OF 11-IE PRD..CTS. CID agrees to 

defend, indermify and hold harmless LNI~I1Y and 1:0\R) their 

officers, agents, and emp-1 oyees, fran and against a I I I i ab i I it i es, 

demands, damages, costs, expenses or losses, (other than that 

attributable in whole or in part to En6R:>'s or LNIVERSI1Y's fault 

or neg I igence or the fault or negligence of LNI~l1Y's employees) 

arising out of the use, sale or other disposition by CID or by third 

parties acquiring through CID, of any PRILCTS marketed by CID under 

this Agreanent, and, if requested, to defend LNIVERSI1Y and~. 

their officers, agents and employees against any and all claims 

arising out of such use, sale or other dispo$ition. 

7. PA~: 

7.1 CID wi II pay LNIVERSI1Y twenty-five thousand dollars 

($25,000) within ten (10) days after LNI~l1Y executes this 

Agreanent. Such arrount wi II be credited against roya It i es to beccme 

due. No portion of the twenty-five thousand dol Iars ($25,000) shal I 

be refundab I e shou I d no roya It i es beccme due under paragraph 7. 2, 

7.3, or 7.4. 
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7. 2 CID wi II pay £OAR) as roya I ty in U.S. currency an 

amount equal to four percent (4%) of the NET SELLING PRICE as herein 

defined for any PRODUCT made and commercially used or sold by CID in 

the United States, its terri tori es and possessions, covered by a 

pending United States patent application pursuant to paragraph 8.2 

including, any valid U.S. patent 'htlich is granted pursuant to the 

said patent application, and any division, or continuation thereof. 

This royalty payment shall be for the life of the U.S. patent or 

patents granted 'htlich cover such a PRODUCT. 

7.3 In the event a United States patent is not applied for 

covering a CID PRODUCT, and patents are not applied for in a foreign 

goverrment or treaty organization covering a CID PRDX:T, CID wi II 

pay as royalty for a PRODUCT it makes, commercially uses or sel Is in 

the United States or outside the United States, the crrount of two 

percent (2%) of NET SELLING PRICE for each PRODUCT it se I Is for a 

period of five (5) years from the date of first sale of such PRODUCT 

in a given country. 

7.4 CID wi II pay EQAR) as royalty an amount in United States 

currency equal to the following: 

a) 1st year of Sale of PRODUCT 0 

b) 2nd year of Sale of PRD..cr one percent ( 1%) 

c) 3rd year of Sale of PRODUCT two percent (2%) 

d) 4th year of Sale of PRD..cr three percent (3%) 

e) 5th year of Sale of PRODUCT four percent (4%) 

f) Subsequent years of patent four percent (4%) 

of the NET SELLING PRICE for any PRODUCT made, commercially used or 

sold by CID outside the United States and 'htlich is covered by a 

pending patent application filed with a foreign goverrment or treaty 

organization pursuant to paragraph 8. 2 or 'htl i ch is covered by a 

valid patent claim issued by a foreign goverrment or treaty 

organization 'htlich has been filed pursuant to paragraph 8.2. 
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This payment obi igation shal I be for the I ife of each issued foreign 

patent applicable to such a sale. 

7.5 11NET SELLif'G PRICE11 as used herein shall mean CID 1 s 

invoice price for any PR:D..cr, less quantity and cash discounts 

thereon actually allowed and less sales, use, or other similar taxes 

and any transportation or delivery charges borne by CID. No 

royalties shal I be due on any PRODUCTS which are not accepted by the 

customer and when royalties shal I have been paid on such PRODUCTS, 

they sha II be credited against future roya It ies to be paid 

hereunder. 

7 . 6 For the purposes of CctrpU t i ng and paying the roya I t i es 

referred to in paragraph 7.2, 7.3 and 7.4 of this ~rearent, the 

year shall be divided into three parts beginning Septerrber 1, 

January 1, and M:ly 1, of each year, hereinafter referred to as 
11 PA'r1YB'IT PERI0011

• Within thirty (30) days after the end of each 

PA)'fvENT PERIOO, reports sha II be made by CID to LNI~ITY setting 

forth the nurber of PRODUCTS which have been sold during the 

preceding PA'Yfve.IT PERIQ), and a I so showing the NET SELL I f'G PRICE of 

such PRODUCTS. CID 1 s remittance for the full croount of royalties 

due for such PAYrverr PERIQ) shall accarpany such reports. CID 

agrees to make and keep ful I and accurate books and records showing 

alI sales of PRODUCTS under this grant of TECHNOUOGY in sufficient 

detail to enable royalties paid and payable under such grant to be 

verified. CID further agrees that LNIVERSITY shal I be permitted to 

inspect such books and records fran time to time during reasonable 

business hours, as to any data which is material to the cctrpUtation 

of royalties, by an approved firm of certified accountants, to the 

extent necessary to verify the royalty reports and payments provided 

by this ~rearent. All information derived fran CID 1 s books and 

records shal I be kept confidential and not disclosed except pursuant 

to a protective order of a Court. Such books and records for any 
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·royalty reports .....tlich have aged in excess of three (3) years frcrn 

the date of a royalty report need not be disclosed by CID. 

8. 1 M:A provided to CID under this ,4greement sha II be I ong to 

LNIVERSllY and B)AR), CID sha II have the right to pursue any 

patent applications on M:A, both danestic and foreign, to protect 

its interest as a I icensee and shal I file alI documents at its own 

expense in a timely manner, giving the credit to UNIVERSilY and its 

inventor as is required to comply with statutory prerequisites. CID 

sha II provide LNIVERSilY with the or igina I Ass ignnent documents 

(both danestic and foreign), showing assignnent of the invention to 

EDA.RD by the inventor, if the original is returned to CID by the 

respective patent offices. If no original is returned, a copy wi I I 

be provided to LNIVERSilY by CID. LNIVERSilY reserves the right to 

file said patent applications if CID chooses not to file. CID 

agrees to prompt I y not i fy LN IVERS llY i f i t chooses not to f i I e 

patent applications on WCA. Attorneys for LNIVERSilY wi II be 

allowed, at LNI\IERSilY's expense, to review and cannent upon all 

documents filed by CID pertaining to such patent applications, 

SMITH shal I supply all information in his possession pertaining to 

WCA .....tlich may be necessary for the preparation of such patent 

applications. SMITH shall cooperate in reviewing drafts of the 

applications to facilitate filing. If at any time during this 

,4greement, for any reason, CID decides not to maintain any patent 

applications or Letters Patent, in the United States or foreign 

countries, CID will notify LNIVERSilY so that LNIVERSilY may do so. 

Such notice shall be given pramptly so that LNIVERSilY wi II have 

adequate time to pay such maintenance fees. All patents shall be 

assigned to BOARD. 

8.2 If patents are issued covering M:A, CID agrees to mark alI 

PRD.X:TS sold or otherwise disposed of by it under this ,4greement 

with the word "patent" and the nurber of the I icensed patent. 
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8.3 CID shall notify LNI\.I'ffi511Y of any infringement of 

patent rights under this P9reement. CID shall have the right, at 

its sole expense, to commence I itigation against such an infringer 

and to join BOARD as a party plaintiff. From the date of 

commencement of such I itigation, royalty pa'yt'Tlents to EDAro 

at tr ibutabl e to its patent rights sha II be suspended, but this 

.A9reement wit I not otherwise be affected on that account. Royalty 

pa'yt'Tlents wi I I again became payable if the infringement is brought to 

an end or ceases, from the date of the ending or cessation. 

8. 4 CID sha II not be obi igated to rna inta in rrore than one ( 1) 

lawsuit at any given time in the United States or in any country in 

which patent rights are granted and which represents a major market 

a rea of PRXl.CTS errbody i ng WCA. 

8.5 CID shall prosecute such I itigation it commences in a 

di I igent manner and LNI~IlY wi II cooperate fully with CID in such 

prosecution at its O'M1 expense. Subject to approval of OC\Aro 

CID shall have the right to settle such I itigation upon tenns it 

concludes are reasonable and justified in view of the prevai I ing 

conditions and facts developed in the course of such I itigation. If 

BOARD refuses to settle upon tenns negotiated by CID, 80ARD shall 

assume carplete control of the I itigation thereafter and CID shall 

not be obi igated to pay royalties until the infringement is 

discontinued. 

8. 6 CID sha II proceed d i I igent ly to carpi ete its 

experimentation uti I izing T£0-N)t..rof for the purpose of marketing 

PRXl.CTS in accordance with current U.S. Food & Drug Administration 

regulations. LNI~IlY shal I supply adequate quantities of WCA to 

CID for such experimentation. CID shall provide advance notice to 

5\t\I"TI-f regarding its need for WCA to be furnished hereunder at a 

reasonable time prior to CID's planned use of WCA. No additional 

carpensation wi I I be paid by CID for such quantities of WCA. 
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8.7 Nothing herein shal I be construed as preventing UNIVERSITY 

and BOARD fran utilizing any of MCA for any traditional purposes of 

research and teaching. Nor shall any constraints be inferred to 

prevent UNIVERSITY or Sv111H fran publishing its research. 

UNIVERSITY agrees to be reasonably cooperative with respect to 

timing and content of such publications so as to not unduly 

prejudice CID's competitive position at an early stage. UNIVERSITY 

and BOARD agree that in the event MCA supplied to CID, for which no 

patent is pending or granted is suppl i ed to a non-custcrner third 

party, even inadvertently, or beccrnes possessed by a non-custcrner 

third party so that products equivalent to PRD...CTS of CID are 

marketed, CID shall not be obi igated to pay royalties for its 

PRD...CTS. 

9 • REASC:l'MLE EFF<RrS: 

9.1 CID agrees to use reasonable efforts to introduce MCA into 

the commercial market as soon as practicable, consistent with sound 

and reasonable business practices and judgment. Should CID not be 

commercially distributing MCA satisfactorily on the fourth 

anniversary of this Agreement, 80ARD may terminate the 

Agreement upon ninety (90) days written notice. Upon such 

termination or any of those set forth in paragraph 10 hereof, 

BOARD shall then be free to pursue marketing through another firm. 

The meaning of "satisfactorily" shall be construed in the I ight of 

market conditions, quality of MCA supplied, competition and 

acceptance of MCA, and reasonable obstacles beyond its control faced 

by CID. 

10. TERMINATION: 

10.1 If one party shall at any time cannit a material breach 

of any covenant or agreement herein contained, and shall fail to 

remedy any such breach within sixty (60) days after written notice 
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thereof by the other party, such other party may at its option, and 

in addition to any other remedies that it may be ent it I ed to, 

tennimate this ~reement by notice in writing to such effect. 

Tennination shall not affect B)AR)'S right to collect pa)r1'1'lents 

accruing prior to tennination. 

10.2 In the event of tennination of this ~reement, CID shal I 

have the right to sell thereafter (1) cctrpleted PR:D..CTS then on 

hand; (2) those then being processed; and (3) those with respect to 

YA1 i ch a finn ccmni tment has been made at the time of tenninat ion by 

reason of the existence of a written agreement. AI I such sales or 

other dispositions shal I be subject to reporting and royalty 

pa)r1'1'lents exactly as if tennination had not occurred. 

10.3 Upon tennination, CID shall be obligated to return to 

LNI~IlY the WCA furnished to CID under this ~reement, and to 

continue to honor the ccmnitment in paragraph 5.3 not to disclose 

such WCA to third parties~ 

10.4 In the event that CID should at any time became bankrupt 

or be placed in receivership, EOAR:> may elect to tenninate this 

~reement and revoke alI rights granted herein, by serving written 

notice to that effect on CID at any time after such bankruptcy or 

receivership. 

11. EXPIRATI~: 

11.1 Unless sooner tenninated as provided herein, this 

~reement shall continue for as long as CID continues to make, 

ccmnercially use, or sell Pfm..CTS for which royalties are to be 

assessed. CID sha II give EOAR:> sixty (60) days written not ice 

of its intent to tenninate the making, selling or ccmnercial use of 

Pfm..CTS. Should LNI~IlY discover that CID is not making, selling 

or ccmnercially using Pfm..CTS but CID has failed to give such 
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notice, £:OAR) may terminate this Agreement by giving sixty ( 60) 

days written notice. 

12. ASSICNvENT: 

12.1 This Agreement shal I be transferable by CID in a transfer 

of a II of the assets of the business to which WCA pertains, but 

shal I not otherwise be transferable without prior written consent of 

BOARD which shal I not be unreasonably withheld. 

12.2 This Agreement shal I be binding and inure to the benefit 

of the successors and assigns of BOARD. 

1 3 • LAW APPLICABLE: 

13.1 This Agreement shal I be construed under the laws of the 

United States and of the State of Texas. 

1 4 • M I SCELLANEO.JS: 

14.1 Notice under this Agreement may be given to CID by 

notifying Coulter lmrunology Division of Coulter Corporation, 440 

West 20th St., Hialeah, Florida 33010. Notice may be given to 

UNIVERSITY in accordance with this Agreement by notifying President, 

The University of Texas Health Science Center at Dallas, 5323 Harry 

Hines Soul evard, Da II as, Texas 75235 with a copy to Genera I 

Counsel, The University of Texas System, 201 West Seventh Street, 

Austin, Texas 78701. 

15. EXEOJTIG! .AN) EFFECTIVE OA..TE: 

15.1 This Agreement is executed in m..Jitiple originals, and 

shal I be effective when signed by both parties. 
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IN Wll'NESS \\HEREOF, the parties hereto have caused their duly 

authorized representatives to execute this Agreement. 

A1TEST: 
/ 

01~~' e1lf 
Chairman of the Board 

a::NTENT APPRJv'ED: 

aries 
President, The Uni rs of 
Texas Health Science Center 
at Dallas 

CDJLTER lt-.MIDI.!X?r' DIVISIGI, 
CDJLTER ~TIGI 

I 
By:_j' ~wi;ll!i.~~~~~ 

~.tJ.~/N 
arteSilins, M~ ' 

Executive Vice-chancel lor 
for Health Affairs 
The University of Texas System 

OOAR:> OF REGENTS OF THE 
LN IVERS llY OF TEXAS SYSTBv\ 

By: 
=---~~-----------------Typed Name: Hans Mark 
Title: Chancellor 
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CERT"I F I 0\TE OF APAU/AL 

I hereby certify that the foregoing Agreement was approved by the Board 
of Regents of The University of Texas System on the day of 

, and that the person whose signature appears above is 
authorized to execute such agreement on behalf of the Board. -.,..,.--..,.-..,--,,..---

EXecutive Secretary, BOard of Regents 
The University of Texas System 
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a..a-JE LIST 

Laboratory 
Antigen Nurber Designation lsotype Brightness 

Tdt Tdt-1 2-6A6.09 lgG1· 

Tdt Tdt-2 2-1-1784.11 lgG1 2 
Tdt Tdt-3 2-13C3.03 lgG1 3 
Tdt Tdt-4 1-11C2.31-19 lgG1 4 

Neuroblastana I£6N1-2 lgG1 
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3. u. T. Medical Branch- Galveston (U. T. Allied Health 
Sc~ences School- Galveston): Request for Approval to 
Change the Name of the Department of Medical Record 
Administration to the Department of Health Information 
Management and to Submit the Proposed Change to the 
Coordinating Board for Appropriate Approval (Catalog 
Change).--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Levin that approval be given to change the name 
of the Department of Medical Record Administration to the 
Department of Health Information Management at the u. T. 
Medical Branch - Galveston. If approved by the u. T. Board 
of Regents, this proposal will be forwarded to the Coordinat
ing Board, Texas College and University System, for approval 
as an administrative change. 

BACKGROUND INFORMATION 

Computerized information systems are revolutionizing the man
agement of medical records. The u. T. Allied Health Sciences 
School - Galveston seeks to be at the forefront of these inno
vations. The requested name change will better reflect the 
Department's current and future orientation. 

Dr. Levin has certified that no additional funds will be 
required to implement this change. 

Upon Regental and Coordinating Board approval, the next 
appropriate catalog published will be amended to reflect this 
action. 

4. U. T. Medical Branch - Galveston: Proposed Appointment 
of Ashbel Smith Professor Effective December 5, 1985.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
by President Levin to appoint William D. Willis, Jr., M.D., 
Ph.D., Professor with tenure, Departments of Anatomy and Human 
Biological Chemistry and Genetics, and Director of the Marine 
Biomedical Institute at the u. T. Medical Branch - Galveston, 
as an Ashbel Smith Professor effective December 5, 1985. 

BACKGROUND INFORMATION 

William D. Willis, Jr., M.D., Ph.D., has achieved an interna
tional reputation as an investigator of pain control. He is 
currently serving as President of the Society for Neuroscience 
and has recently been President of the American Pain Society. 
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His numerous research awards include the Alexander von Humboldt 
Senior u. S. Scientist Award and the prestigious Jacob K. Javits 
Award. As an educator, Dr. Willis has received the Distin
guished Teaching Award from the Graduate Student Organization 
and the Dean of Medicine's Teacher of the Year Award. Appoint
ment to an Ashbel Smith Professorship is in recognition of 
Dr. Willis' many accomplishments. 

5. U. T. Medical Branch - Galveston: Proposed Change of 
Titles from Ashbel Smith Professor to Ashbel Smith Pro
fessor Emeritus Effect1ve December 5, 1985.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommenda
tion by President Levin to change the titles of Robert N. 
Cooley, M.D., Donald Duncan, Ph.D., Raymond L. Gregory, M.D., 
Ph.D., and Edgar J. Poth, M.D., Ph.D., from Ashbel Smith 
Professor to Ashbel Smith Professor Emeritus at the U. T. 
Medical Branch - Galveston effective December 5, 1985. 

BACKGROUND INFORMATION 

Robert N. Cooley, M.D., was appointed as an Ashbel Smith Pro
fessor in 1977. He retired from his full-time position in 1981 
and continues to participate in departmental activities in the 
Chest Radiology Division on a part-time basis. 

Donald Duncan, Ph.D., was appointed as an Ashbel Smith Pro
fessor in 1968. He retired from full-time duties in 1973 and 
continues his association as a part-time faculty member. 

Raymond L. Gregory, M.D., 
Smith Professor in 1966. 
in 1968 and has continued 
the house staff. 

Ph.D., was appointed as an Ashbel 
He retired from full-time service 
on a part-time basis as a member of 

Edgar J. Poth, M.D., Ph.D., was appointed as an Ashbel Smith 
Professor in 1964. He retired from full-time duties in 1969, 
and continues his association as a part-time faculty member. 

The title of Ashbel Smith Professor Emeritus is in honor of 
Drs. cooley, Duncan, Gregory, and Poth's outstanding achieve
ments and distinguished careers at U. T. Medical Branch -
Galveston. 

The title of Ashbel Smith Professor was approved by the 
U. T. Board of Regents at the October 1964 meeting. 
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6. u. T. Medical Branch - Galveston: Proposed Affiliation 
Agreement with William Beaumont Army Medical Center, 
El Paso, Texas.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Levin that approval be given to the nonstandard 
affiliation agreement set out on Pages HAC 22 - 24 between the 
U. T. Board of Regents, for and on behalf of the U. T. Medical 
Branch - Galveston, and William Beaumont Army Medical Center, 
El Paso, Texas. 

BACKGROUND INFORMATION 

Physical therapy trainees from U. T. Medical Branch - Galveston 
are required to obtain clinical learning experience in a medi
cal facility, and the William Beaumont Army Medical Center pro
vides this type of facility for training of physical therapists. 

This agreement has been reviewed and approved by the Office of 
General Counsel. 
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Department of the Army 
William Beaumont Army Medical Center 

El Paso, Texas 79920 

MEMORANDUM OF AGREEMENT 

I. BACKGROUND 

1. The Board of Regents of The University of Texas Medical Branch at 
Galveston have established an approved professional program of special 
training in preparation for physical therapists. The program requires 
clinical facilities where the physical therapy students can obtain the 
clinical learning experience required in the curriculum. 

2. The US Army medical facility, William Beaumont Army Medical Center, has 
the needed clinical facilities for physical therapy trainees from The 
University of Texas Medical Branch at Galveston to obtain part of the 
clinical learning experience required. It is to the benefit of The 
University of Texas Medical Branch at Galveston for physical therapy 
trainees to use the clinical facilities of the US Army medical facility, 
William Beaumont Army Medical Center, to obtain part of the clinical 
learning experience required. 

3. The US Army medical facility, William Beaumont Army Medical Center, and 
the Department of the Army will benefit from making clinical facilities 
available to physical therapy trainees from The University of Texas Medical 
Branch at Galveston. The Army will obtain the trainees' clinical learning 
experience while contributing to the educational preparation of a future 
supply of physical therapists. 

4. The trainees, during clinical training at the Army medical facility, 
will be under the jurisdiction of facility officials for training purposes 
and will follow facility rules. 

5. The affiliation is controlled by and subject to title 5, US Code, 
section 5351-6, 8144 and 8331-2. 

II. UNDERSTANDING 

1. The US Army medical facility will--

a. Make available the·clinical and related facilities needed for the 
clinical learning experience in physical therapy by students enrolled in 
the basic physical therapy program at The University of Texas Medical 
Branch at Galveston and who are designated by The University of Texas 
Medical Branch at Galveston for such learning experience under the 
supervision of The University of Texas Medical Branch at Galveston. 

b. Arrange a clinical learning experience schedule that will not 
conflict with those of the educational institution. 

c. Designate an AMSC officer to coordinate the trainee's clinical 
learning experience in the Physical Therapy Section. This will involve 
planning with faculty or staff members for the assignment of the trainees 
to specific clinical experiences, including their attendance at selected 
conferences, clinics, courses, and programs conducted under the direction 
of the facility. 

HAC - 22 



d. Provide, whenever possible, in connection with the trainees' 
clinical learning experience, reasonable classroom, conference room, office 
and storage space for participating trainee and their faculty or staff 
supervisors, if assigned, and if feasible, dressing and locker room space. 

e. Permit, on reasonable request, the inspection of clinical and 
related facilities by agencies charged with the responsibility for 
accreditation of The University of Texas Medical Branch at Galveston. 

2. The University of Texas Medical Branch at Galveston will --

a. Provide the Commanding Officer of the facility with the names of 
the trainees to be assigned, the dates and hours they will be assigned, and 
the clinical service to which they will be assigned, by the beginning of 
each training period. 

b. Where indicated and upon mutual agreement, provide faculty or staff 
members to assume the responsibility for instruction and supervision of the 
trainees' clinical learning experience. 

c. Have the faculty or staff member, if any, coordinate with 
designated AMSC officer, the assignment that will be assumed by the 
trainees while participating in their clinical learning experience, and 
their attendance at selected conferences, clinics, courses and programs 
conducted under the direction of the facility. 

d. Provide and maintain the personal records and reports necessary for 
conducting the trainees' clinical learning experience. 

e. Enforce rules and regulations governing trainees that are mutually 
agreed on by the non-Federal institution and the facility. 

f. Be responsible for health examinations and such other medical 
examinations and protective measures as the facility and non-Federal 
institution mutually find to be necessary. 

g. Prohibit the publications by the trainees and faculty or staff 
members of any material relative to their clinical learning experience that 
has not been reviewed by the Army medical facility in order to assure that 
no classified information is inadvertently published, that infringement of 
patients' right to privacy is avoided and that accuracy with respect to 
military procedures is complete. Any article written by these trainees 
which has been based on information acquired through their clinical 
learning experience must clearly reflect that DA does not endorse the 
article, even where a review has been made prior to publication. This is 
accomplished by requiring a disclaimer paragraph to appear with each such 
article written: "The opinions and conclusions presented herein are those 
of the author and do not necessarily represent the views of the Army 
medical facility, the Department of the Army, or any other governmental 
agency." 
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III. TRAINING 

The training term shall be from 1 July through 30 June of each year. This 
agreement may be terminated by either institution or the individual trainee 
by written notification to all concerned. Except under unusual conditions, 
such information will be submitted prior to the beginning of a particular 
training period. 

Date ----------------------------

ATTEST: FACILI'rY 

n E. Major, M.D. 
igadier General, Medi 

ommanding 

/ 

of Texas Medical Branch 

FORM APPROVED: CONTENT APPROVED: 

Of 
Th 

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 

, 1985, and that the person whose signature appears above is 
_a_u_t~h-o-r~i-zed to execute such agreement on behalf of the Board. 

Executive Secretary, Board of Regents 
The University of Texas System 
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7. U. T. Health Science Center -Houston (U. T. Nursing 
School- Houston): Proposed Appointment to the Isla 
Carroll Turner Professorship in Gerontology Effective 
January 1, 1986.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
by President Bulger to appoint Linda Kaeser, Ph.D., as the 
initial holder of the Isla Carroll Turner Professorship in 
Gerontology at the U. T. Health Science Center - Houston 
effective January 1, 1986. 

BACKGROUND INFORMATION 

Linda Kaeser, Ph.D., has accepted the position of Associate 
Dean for Research at the u. T. Nursing School - Houston effec
tive January 1, 1986. Dr. Kaeser received her Ph.D. degree 
from Cornell University, Ithaca, New York, in 1981. She has 
been on leave of absence since 1984 from Oregon Health Sciences 
University, School of Nursing, where she is a tenured Associate 
Professor in the Community Health Care Systems Department. She 
is currently a member of the faculty and coordinator of Geron
tology Programs, College of Nursing, University of Illinois at 
Chicago. Dr. Kaeser's current research relates to quality of 
life in nursing homes. 

The Isla Carroll Turner Professorship in Gerontology was estab
lished at the October 1982 meeting of the U. T. Board of Regents. 

8. U. T. Health Science Center - Houston: Recommendation to 
Approve Naming the Library in the Department of Obstetr1cs, 
Gynecology and Reproductive Sciences as the Griff T. Ross, 
M.D., Ph.D., Memorial Library (Regents' Rules and Regula
tions, Part One, Chapter VIII, Section 1, Subsection 1.2, 
Naming of Facilities Other Than Buildings).--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation by 
President Bulger to approve the naming of the library in the 
Department of Obstetrics, Gynecology and Reproductive Sciences 
at the u. T. Health Science Center - Houston as the Griff T. 
Ross, M.D., Ph.D., Memorial. Library. This recommendation is 
in accordance with the Regents' Rules and Regulations, Part 
One, Chapter VIII, Section 1, Subsection 1.2, relating to the 
naming of facilities other than buildings. 

BACKGROUND INFORMATION 

Griff T. Ross, M.D., Ph.D, a native Texan, died July 1, 1985, 
after a distinguished career as an internationally recognized 
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endocrinologist and educator. In 1981, Dr. Ross joined the 
U. T. Health Science Center - Houston as Associate Dean of 
Clinical Affairs and Professor of Medicine, and at the time 
of his death was Professor and Director of the Division of 
Reproductive Sciences in the Department of Obstetrics, Gyne
cology and Reproductive Sciences. At the June 1984 meeting 
of the U. T. Board of Regents, Dr. Ross was honored for his 
outstanding contributions to science, medicine and education 
by the establishment of the Griff T. Ross Professorship in 
Humanities and Technology in Health Care. Dr. Ross is listed 
among the 1,000 scientists whose published works have been 
most frequently cited by other scientists. It is most appro
priate that this library be dedicated to Dr. Ross. 

9. U. T. Health Science Center - Houston: Development 
Board - Proposed Nominee Thereto (NO PUBLICITY UNTIL 
ACCEPTANCE IS RECEIVED).--

RECOMMENDATION 

The Office of the Chancellor concurs with President Bulger's 
recommendation for approval of the nomination of Mr. Robert R. 
Combs, President of Med Center Bank, Houston, Texas, to the 
Development Board at U. T. Health Science Center - Houston for 
a three-year term to expire in 1988. 

BACKGROUND INFORMATION 

This development board was established and initial nominees 
were approved at the December 1977 U. T. Board of Regents' 
meeting. The nomination of Mr. Combs is to an unfilled vacancy. 

In accordance with usual procedures, no publicity will be given 
to this nomination until an acceptance is received and reported 
for the record at a subsequent meeting of the U. T. Board of 
Regents. 

10. U. T. Health Science Center - Houston: Recommendation for 
Approval of the Harr1s County Psych1atr1c Center Leases, 
Sublease, and Operating Agreement, Agreement Concernins 
Employment, and Admission, Discharge, and Transfer Polley 
Statement Between the U. T. Board of Regents and the Texas 
Board of Mental Health and Mental Retardation, the Commis
Sloners' Court of Harr1s County, and the Board of Trustees 
of the Mental Health and Mental Retardation Authority of 
Harris County, Texas.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation of 
President Bulger that the U. T. Board of Regents: 

a. Authorize the Chairman of the U. T. Board of 
Regents to execute an instrument substantially 

HAC - 26 



equivalent to the document set forth on 
Pages HAC 29-60 entitled 11 Harris County 
Psychiatric Center Leases, Sublease, and 
Operating Agreement 11 by and between the Texas 
Board of Mental Health and Mental Retardation, 
the Commissioners' Court of Harris County, 
the Board of Trustees of the Mental Health and 
Mental Retardation Authority on behalf of the 
Mental Health and Mental Retardation Authority 
of Harris County, Texas, and the u. T. Board 
of Regents on behalf of U. T. Health Science 
Center - Houston; 

b. Authorize President Bulger to execute an instru
ment substantially equivalent to the document set 
forth on Pages HAC 61-63 entitled 11 Agreement 
Concerning Employment 11 between the Texas Board of 
Mental Health and Mental Retardation on behalf of 
the Texas Department of Mental Health and Mental 
Retardation, the Commissioners' Court of Harris 
County on behalf of Harris County, Texas, the 
Board of Trustees of the Mental Health and Mental 
Retardation Authority on behalf of the Authority, 
and the U. T. Board of Regents on behalf of U. T. 
Health Science Center - Houston; 

c. Approve the document set forth on Pages HAC 64-69, 
entitled 11 Harris County Psychiatric Center Admls
sion, Discharge, and Transfer Policy Statement11 

by and between the Texas Board of Mental Health 
and Mental Retardation on behalf of the Texas 
Department of Mental Health and Mental Retarda
tion, the Commissioners' Court of Harris County 
on behalf of Harris County, the Board of Trustees 
of the Mental Health-and Mental Retardation Author
ity of Harris County on behalf of the Authority, 
and the u. T. Board of Regents on behalf of U. T. 
Health Science Center - Houston, or an instrument 
substantially equivalent that is agreed to in 
writing by the Executive Vice Chancellor for Health 
Affairs; 

BACKGROUND INFORMATION 

The documents for approval are summarized below: 

(a) Harris County Psychiatric Center 
Leases, Sublease, and Operating Agreement 

Pursuant to the provisions of Senate Bill 1295, 69th Texas 
Legislature, the Harris County Psychiatric Center Leases, Sub
lease, and Operating Agreement provides for the U. T. Board of 
Regents to lease from the Texas Department of Mental Health 
and Mental Retardation (TDMHMR) their half of the new Harris 
County Psychiatric Center scheduled for completion in August 
1986. The Agreement also provides for the U. T. System Board 
of Regents to sublease Harris County's half of the facility 
which has been leased to the Mental Health and Mental Retarda
tion Authority of Harris County. The Agreement provides for 
funding of the Psychiatric Center jointly by TDMHMR and Harris 
County. Funding by TDMHMR will be for 85% of the operations 
and 15% will be provided by the County. In addition, the County 
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and MHMRA will operate within the facility certain County judi
cial and civil commitment functions. The costs and operations 
of these functions will be provided solely by the County. The 
Agreement provides that the U. T. Board of Regents will be the 
governing authority of the hospital and that the day-to-day· 
operations of the Psychiatric Center will be delegated to the 
U. T. Health Science Center - Houston. 

The mission of the hospital is specified in S.B. 1295 and 
provides for the care of mentally ill persons and with the 
special mission of the U. T. Health Science Center - Houston 
for research into the cause and cures of mentally ill persons 
and education of professionals in the care of the mentally ill. 
The Agreement provides that the hospital shall be operated in 
accordance with applicable laws and in accordance with the 
rules of the Joint Commission on Accreditation of Hospitals 
(JCAH). The Agreement further provides that the Director of 
the Center will be the Chairman of the Department of Psychi
atry, u. T. Health Science Center - Houston or a person nom
inated by the Chairman, recommended by the President, and 
approved by the U. T. Board of Regents. 

(b) Agreement Concerning Employment 

The Agreement Concerning Employment provides that priority be 
given to former employees of Texas Research Institute of Mental 
Sciences (TRIMS), which was the organization of TDMHMR trans
ferred to the U. T. Health Science Center - Houston, and the 
current employees of MHMRA in staffing of the new Psychiatric 
Center. The Agreement provides that those employees who are 
qualified and where funds are available will be provided a 
letter of intent of employment by.the Center. Any persons 
hired by the U. T. Health Science Center - Houston for employ
ment in this Center shall be subject to all personnel policies 
approved for U. T. System personnel. 

(c) Harris County Psychiatric Center 
Admission, Discharge, and Transfer Policy Statement 

The Harris County Psychiatric Center Admission, Discharge, and 
Transfer Policy Statement provides specific procedures for 
admitting, discharging, and transferring patients at the Harris 
County Psychiatric Center. This document specifies that the 
occupancy rate will be maintained at the highest level possible 
and that the goal is to serve Harris County residents who are 
indigent. This document provides for the services to be pro
vided for acute care patients as well as intermediate care 
patients who are admitted voluntarily or involuntarily. This 
document further provides for education and research within the 
Center. The policy provides that no person shall be denied 
admission to available psychiatric services on the basis of 
race, color, ethnicity, religion, creed, sex, sexual orien
tation, age, national origin, physical handicap, or other basis 
protected by law, or ability to pay. Patients must apply for 
admission through the MHMRA screening and referral service of 
the hospital. Specific requirements for voluntary and involun
tary admission are delineated within this document. The Direc
tor of the Center or attending physicians are responsible for 
patient discharge and this document specifies procedures for 
discharge and transfer to other State facilities. The proce
dures for amending this document requires TDMHMR, the County, 
and MHMRA to agree prior to recommending the change to the 
U. T. Board of Regents. 
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Leases, Sublease, and Operating Agreement 

THESE LEASES, SUBLEASE, AND OPERATING AGREEMENT are made 
and entered into this day of , 
198 , by and between the Texas Board of Mental Health and 
Mental Retardation on behalf of the Texas Department of 
Mental Health and Mental Retardation (TDMHMR), the Commis
sioners Court of Harris County on behalf of Harris County, 
the Board of Trustees of the Mental Health and Mental Retar
dation Authority on behalf of the Mental Health and Mental 
Retardation Authority of Harris County, Texas (MHMRA), and 
the Board of Regents (the Board of Regents) of The University 
of Texas System (UTS) on behalf of The University of Texas 
Health Science Center at Houston (UT Health Science Center). 

RECITALS 

WHEREAS, pursuant to appropriations bill riders in H.B. 
656 of the 67th Legislature and S.B. 179 of the 68th Legis
lature, TDMHMR was appropriated funds to construct a 125-bed, 
health-care facility, originally designated as the "Houston 
Psychiatric Hospital"; and 

WHEREAS, the County subsequently agreed to fund the 
construction of an additional, contiguous and functionally 
integrated health-care facility premises to support another 
125 beds plus needed space for a psychiatric commitment 
center as a successor facility to the Harris County Psychi
atric Hospital; and 

WHEREAS, TDMHMR, the County, and MHMRA obtained a 
Certificate of Need from the Texas Health Facilities Commis
sion to construct and operate the 250-bed health-care 
facility and 

WHEREAS, the County has leased its facility premises, 
including 125 beds, to MHMRA, but consents to MHMRA's sub
leasing of this facility premises, including the 125 beds, to 
the Board of Regents; and 

WHEREAS, pursuant to S.B. 1295, the 69th Legislature has 
provided: (a) that the facility shall be named the "Harris 
County Psychiatric Center" (hospital); (b) that TDMHMR shall 
enter into a lease and operating agreement with the Board of 
Regents for TDMHMR's 125 beds; and (c) that the County and/or 
MHMRA may enter into a lease and/or sublease operating 
agreement with the Board of Regents for the County's and/or 
MHMRA's facility premises for the Board of Regents to operate 
their 125 beds; and 

WHEREAS, under an appropriations rider in House Bill 20, 
69th Legislature, Regular Session, the Legislature has 
further instructed TDMHMR and the Board of Regents concerning 
the operations of the hospital; and 

WHEREAS, TDMHMR, the County, and MHMRA may enter into an 
agreement whereby TDMHMR will fund the operation of 88 of the 
125 County/MHMRA beds; and 

WHEREAS, the County and MHMRA will fund the remaining 37 
of the 125 County/MHMRA beds; and 

WHEREAS, the County and MHMRA desire the Board of 
Regents to operate their 125 beds; and 

WHEREAS, TDMHMR, the County, MHMRA, and the Board of 
Regents desire to enter into a single instrument containing 
leases, sublease, and operating agreement with respect to the 
hospital; and 

WHEREAS, the County and MHMRA desire to retain space, to 
be known as the Harris County Psychiatric Commitment Center, 
for certain judicial and civil commitment functions within 
the premises; and 

WHEREAS, under the provisions of S.B. 1295, the Texas 
Legislature has statutorily established and authorized the 
Harris County Psychiatric Center to be a hospital operated by 
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the Board of Regents as a university hospital with 250 
psychiatric beds; and 

WHEREAS, the hospital will not be subject to licensing 
under the provisions of the Texas Mental Health code because 
it will not be a state mental hospital nor a private mental 
hospital as those terms are defined by the Code (Art. 
5547-4); and 

WHEREAS, the hospital will not be subject to licensing 
under the provisions of the Texas Hospital Licensing Law 
because it will be a facility operated by the Board of 
Regents, an agency of the State of Texas, and thus be 
exempted by statute (Art. 4437f) from licensing by the State 
Board of Health and the Health Department, 

NOW, THEREFORE, IT IS MUTUALLY AGREED AS FOLLOWS: 

Part I. EXHIBITS AND DEFINITIONS 

Sec. 1. Exhibits 

Attached to this instrument and made a part hereof for 
all purposes are the following Exhibits: 

EXHIBIT A: S.B. 1295, 69th Legislature; 

EXHIBIT B: Floorplans of the Harris County 
Psychiatric Center 

EXHIBIT C: Lease between Harris County and MHMRA; 

EXHIBIT D: Contract between Harris County and MHMRA; 

EXHIBIT E: Legal description of the Leased Premises; 

EXHIBIT F: Legal description of the Subleased Premises; 

EXHIBIT G: Rider to H.B. 656, 67th Legislature; 

EXHIBIT H: Rider to H.B. 20, 69th Legislature; 

EXHIBIT I: Selected Statutes; 

EXHIBIT J: Harris County Psychiatric Center Admission, 
Transfer, and Discharge Policy Statement; 

EXHIBIT K: Supplemental Agreements; and 

EXHIBIT L: Authorized Representatives. 

Sec. 2. Definitions 

The following definitions apply throughout these Leases, 
Sublease, and Operating Agreement, unless expressly indicated 
otherwise or unless the context clearly indicates another 
meaning: 

"Authorized representatives" means those persons 
authorized in writing by the Texas Board of MHMR, the County, 
MHMRA, and the Board of Regents, to take such actions as are 
necessary under these Leases, Sublease, and Operating Agree
ment; and means those persons currently authorized as listed 
in Exhibit L, and subsequently authorized persons named by 
TDMHMR, the County, MHMRA, and the Board of Regents by giving 
notice thereof pursuant to Section 53, below. 
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"Beds" mean hospital inpatient beds, including the 125 
inpatient beds contained within the TDMHMR premises of the 
Harris County Psychiatric Center and the 125 inpatient beds 
contained within the Harris County premises of the Harris 
County Psychiatric Center. 

"Board of Trustees" means the Board of Trustees of MHMRA 
or its authorized representatives. 

"Board of Regents" means the Board of Regents of The 
University of Texas System or its authorized representatives. 

"Commissioners Court" means the Commissioners Court of 
Harris County, Texas, the elected governing body of Harris 
County, Texas, authorized to contract for Harris County, or 
authorized representatives of the Court. 

"County" means Harris County, Texas, a body politic and 
corporate of the State of Texas and the owner of the Harris 
County premises of the Harris County Psychiatric Center. 

"County-supported beds" mean those numbers of beds, but 
no less than 37 inpatient beds, for which Harris County has 
appropriated, does appropriate, or is expected to appropriate 
funds. 

"County-supported facilities" mean all the land, 
buildings, improvements, and facilities of the Harris County 
Psychiatric Center, including beds and patient care, office, 
and support areas contained within the premises of the Harris 
County Psychiatric Center for which Harris County has appro
priated, does appropriate, or is expected to appropriate 
funds. 

"Effective Date" means the date upon which the hospital 
is opened for admission of patients. 

"Facilities services" mean those services not directly 
associated with providing patient care services and include: 

grounds maintenance 
housekeeping 
physical plant 
security 
utilities 

"Harris County premises" mean those portions of the 
Harris County Psychiatric Center for which Harris County 
holds the fee estate, as legally described in Exhibit F. 

"Harris County Psychiatric Center" means the land, 
buildings and improvements located at 3000 M.A.S., Houston, 
Harris County, Texas, including the hospital containing 250 
inpatient beds, combining the adjacent Harris County premises 
and TDMHMR premises. 

"Hospital" means the Harris County Psychiatric Center 
operated pursuant to law and the terms and conditions of 
these Leases, Sublease, and Operating Agreement, with floor
plans as found at Exhibit B, and incorporated herein as if 
fully and completely described. 

"Leases, Sublease, and Operating Agreement" means this 
single instrument, as may be amended, whereby: (a) the Texas 
Board of Mental Health and Mental Retardation on behalf of 
TDMHMR leases the Leased Premises to the Board of Regents of 
The University of Texas System; (b) the Commissioners Court 
on behalf of Harris County consents to the sublease of the 
Subleased Premises from the Board of Trustees of MHMRA on 
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behalf of MHMRA to the Board of Regents; (c) the Board of 
Trustees of MHMRA on behalf of MHMRA subleases the Subleased 
Premises to the Board of Regents; (d) the Commissioners Court 
on behalf of Harris County, at the termination of the County/ 
MHMRA lease, subsequently leases Subleased Premises to the 
Board of Regents; (e) the Board of Regents delegates to UTS 
and UT Health Science Center the authority to operate the 
Leased Premises and Subleased Premises as a single, 250-bed 
inpatient psychiatric university hospital under the terms of 
this instrument; and (f) the Commissioners Court on behalf of 
Harris County and the Board of Trustees of MHMRA on behalf of 
MHMRA retain responsibility for the Psychiatric Commitment 
Center Contained within the hospital. 

"Leased Premises" means that portion of the Harris 
County Psychiatric Center for which TDMHMR holds the fee 
estate, a legal description of which is found at Exhibit E, 
and incorporated herein as if recited verbatim. 

"Lessor" means: (a) the Texas Board of Mental Health 
and Mental Retardation in the lease between TDMHMR and the 
Board of Regents of The University of Texas System; and (b) 
the Commissioners Court of Harris County in the lease between 
the County and the Board of Regents of The University of 
Texas System. 

"MHMRA" means the Mental Health and Mental Retardation 
Authority of Harris County or authorized representatives of 
the Authority. 

"Psychiatric Commitment Center" means the area 
contained within the Harris County premises for patient 
processing of voluntary admissions and involuntary civil 
commitments, including the court area contained within the 
Subleased Premises, the spatial configurations of which are 
found at Exhibit B. 

"State-supported facilities" mean all the land, 
buildings, improvements, and facilities of the Harris County 
Psychiatric Center, including beds and patient care, office, 
and support areas of the Harris County Psychiatric Center for 
which the Legislature has appropriated, does appropriate, or 
is expected to appropriate state funds. 

"Subleased Premises" means the Harris County premises, a 
legal description of which is found at Exhibit G and incor
porated herein as if recited verbatim; except for that 
portion of the Harris County premises retained by Harris 
County and/or MHMRA for the Psychiatric Commitment Center. 

"Sublessor" means the Board of Trustees of MHRMA in the 
sublease between the Board of Trustees and the Board of 
Regents. 

"Telecommunications" means telephones, equipment, 
cables, services, and automated information systems. 

"TDMHMR" means the Texas Department of Mental Health and 
Mental Retardation or its authorized representatives. 

"TDMHMR premises" mean those portions of the Harris 
County Psychiatric Center for which TDMHMR holds the fee 
estate, as legally described in Exhibit E. 

"Texas Board MHMR" means the Texas Board of Mental 
Health and Mental Retardation, the governing board of TDMHMR, 
or its authorized representatives. 
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"University hospital beds" mean all and any bed within 
the Harris County Psychiatric Center that is maintained and 
operated by UT System, consistent with Article 4437f, Section 
2 (b) , V. A. C. S. 

"UT Health Science Center" means The University of Texas 
Health Science Center at Houston, a component institution of 
The University of Texas System. 

"UTS" means the Office of the Chancellor and System 
Administration of The University of Texas System. 

Part II. LEASES AND SUBLEASE PROVISIONS 

Sec. 3. Demise of Leased Premises 

Pursuant to S.B. 1295, the Texas Board of Mental Health 
and Mental Retardation on behalf of TDMHMR, owner of the 
Leased Premises, acting as Lessor herein, in consideration of 
the rents, covenants, agreements and conditions herein set 
forth, which the Board of Regents on behalf of UT Health 
Science Center, hereby agrees shall be paid, kept and per
formed, does hereby lease, let, demise, and rent exclusively 
unto the Board of Regents, and the Board of Regents does 
hereby rent and lease from Lessor, the Leased Premises, 
together with all and singular the rights, privileges and 
appurtenances thereunto attaching or in anywise belonging or 
hereinafter provided for under the terms of this Lease; 

SUBJECT, HOWEVER, among other matters, to the rights of 
access provided for in Section 6; 

TO HAVE AND TO HOLD the Leased Premises subject to the 
matters as aforesaid, together with all and singular the 
rights, privileges and appurtenances thereunto attaching or 
in anywise belonging or hereinafter provided for under the 
terms of this Lease, exclusively unto the Board of Regents, 
its successors and assigns, beginning on the Effective Date 
of this Lease and continuing through August 31, 1987. The 
Lease shall be automatically renewed on the first day of 
September 1987 and shall continue until it is automatically 
renewed on the first day of September of each succeeding 
odd-numbered year unless earlier terminated as provided in 
Section 55 hereof. Notwithstanding anything contained in 
these Leases, Sublease, and Operating Agreement to the 
contrary, this Lease shall be consistent with the provisions 
of S.B. 1295 as are in effect at any and all times after the 
Effective Date and shall be based upon and subject to the 
covenants, agreements, terms, provisions and limitations 
hereinafter set forth, all of which Lessee covenants and 
agrees to perform and observe. 

Sec. 4. Demise of Subleased Premises 

Pursuant to S.B. 1295, the Board of Trustees of MHMRA, 
acting as Sublessor of the Subleased Premises herein, in 
consideration of the rents, covenants, agreements and condi
tions herein set forth, which the Board of Regents hereby 
agrees shall be paid, kept and performed, does sublease, 
sublet, demise, and rent exclusively unto the Board of 
Regents, and the Board of Regents does hereby rent, and 
sublease from Sublessor, and the Commissioners Court of 
Harris County as lessor of the Subleased Premises hereby 
gives its written consent to this Sublease, together with all 
and singular the rights, privileges and appurtenances 
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thereunto attaching or in anywise belonging or hereinafter 
provided for under the terms of this Sublease; 

SUBJECT, HOWEVER, among other matters, to the rights of 
access provided for in Section 6; 

TO HAVE AND TO HOLD the Subleased Premises subject to 
the matters as aforesaid, together with all and singular the 
rights, privileges and appurtenances thereunto attaching or 
in anywise belonging or hereinafter provided for under the 
terms of this Sublease, exclusively unto the Board of 
Regents, its successors and assigns, for a term commencing on 
the Effective Date of this Sublease and, unless sooner 
terminated pursuant to the provisions hereof, continuing for 
the period of the Lease, and any extensions thereof, between 
the County and MHMRA, a copy of which is attached hereto as 
Exhibit C, and upon and subject to the covenants, agreements, 
terms, provisions and limitations hereinafter set forth, all 
of which the Board of Regents covenants and agrees to perform 
and observe. 

Sec. 5. Subsequent Demise of Subleased Premises 

Pursuant to S.B. 1295, the Commissioners Court on behalf 
of Harris County, Texas, owner of the Subleased Premises, in 
consideration of the rents, covenants, agreements and condi
tions herein set forth, which the Board of Regents hereby 
agrees shall be paid, kept and performed, does hereby promise 
to lease, let, demise, and rent exclusively unto the Board of 
Regents, and the Board of Regents does hereby promise to rent 
and lease from Harris County, Texas, the Subleased Premises, 
together with all and singular the rights, privileges and 
appurtenances thereunto attaching or in anywise belonging or 
hereinafter provided for under the terms of this Lease; 

SUBJECT, HOWEVER, among other matters, to the Easement 
provided for in Section 6; 

TO HAVE AND TO HOLD the Subleased Premises subject to 
the matters as aforesaid, together with all and singular the 
rights, privileges and appurtenances thereunto attaching or 
in anywise belonging or hereinafter provided for under the 
terms of this Lease, exclusively unto the Board of Regents, 
its successors and assigns, beginning on the termination of 
the Lease between Harris County and the Mental Health and 
Mental Retardation Authority of Harris County, a copy of 
which is attached hereto as Exhibit C, and continuing in 
accordance with the provisions of Section 3 hereto. This 
Lease shall be consistent with the provisions of S.B. 1295 as 
are in effect at any and all times thereafter and shall be 
based upon and subject to the covenants, agreements, terms, 
provisions and limitations hereinafter set forth, all of 
which Lessee covenants and agrees to perform and observe. 

Sec. 6. Access to Leased and Subleased Premises 

The Texas Board MHMR on behalf of TDMHMR, the 
Commissioners Court on behalf of Harris County, and the Board 
of Trustees of MHMRA on behalf of MHMRA, hereby retain in 
their respective ownership interests the right to have access 
to their respective premises by way of driveways, walkways, 
and corridors of the Leased or Subleased premises; and the 
County retains the right to have access to the Psychiatric 
Commitment Center contained within the boundaries of the 
Subleased Premises by way of driveway, walkways and corridors 
of the Leased or Subleased premises. 

HAC - 37 



Sec. 7. Conditions 

The Lease between TDMHMR and the Board of Regents is 
conditioned upon the acceptance of the Leased Premises from 
the construction contractor by TDMHMR and the Board of 
Regents. 

The Sublease between MHMRA and the Board of Regents is 
conditioned upon the acceptance of the Subleased Premises 
from the construction contractor by the County, MHMRA, and 
the Board of Regents. 

The subsequent Lease between the County and the Board of 
Regents of the Subleased Premises is conditioned upon the 
full release by MHMRA of the County of all obligations and 
responsibilities under the Lease between Harris County and 
MHMRA as evidenced by a written release. 

Sec. 8. Compliance with Law 

The Board of Regents covenants that during the Terms of 
these Leases, Sublease, and Operating Agreement, it will 
cause compliance, at its sole cost and expense, with all 
federal and state laws which may be applicable to the Leased 
Premises, the Subleased Premises, the buildings, improvements 
and building equipment to be situated on the Leased Premises 
and the Subleased Premises, the use or manner of use of the 
Leased Premises and the Subleased Premises or the carrying on 
of business on the Leased Premises and Subleased Premises. 

Sec. 9. Right to Contest Law 

The Board of Regents or its authorized representatives 
shall have the right, and TDMHMR, the County, and MHMRA agree 
to cooperate to the extent fully reasonable, including if 
necessary the joining in suit, or the requesting of official 
opinions of the Texas Attorney General's Office, after 
written notice to them to contest by appropriate legal 
proceedings the validity or urge an interpretation of any 
law, ordinance, rule, regulation or requirement of the nature 
referred to in Section 8 above and to postpone compliance 
with the same, provided such contest or request for opinion 
shall be promptly and diligently prosecuted. TDMHMR, the 
County, or MHMRA, at their expense, shall also have the 
right, but not the obligation, to contest any such law, 
ordinance, rule, regulation or requirement. 

Part III. HOSPITAL CONSTRUCTION AND EQUIPMENT 

Sec. 10. Construction 

(a) TDMHMR and the County shall pay all construction 
costs incurred in the construction of the hospital. 
Notwithstanding anything which may be contained in 
this Agreement to the contrary, the County shall 
only be liable for construction costs to the extent 
such costs are or will be certified available by 
the County Auditor of Harris County, Texas. 

(b) As part of the construction of the hospital, TDMHMR 
and the County shall install on the Leased Premises 
and Subleased Premises any required storm and 
sanitary sewers, gas, water, telecommunications 
equipment and cables, and electrical lines and 
other necessary equipment, facilities, and support 
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systems to operate a fully accredited psychiatric 
hospital. 

(c) The hospital and all improvements related thereto 
which are constructed or otherwise made by the 
Board of Regents or its authorized representatives 
to the Leased Premises or Subleased Premises, 
including alterations permitted under Section 13 
below, and subject to the provisions of Sections 11 
and 12 below, shall be leased or subleased by the 
Board of Regents from the date of installation and 
throughout the Terms of these Leases and Sublease. 
Permanent fixtures and equipment such as heating 
and air conditioning equipment, lighting, plumbing 
fixtures and mechanical components of the structure 
which cannot be removed from the hospital without 
materially damaging such improvement shall remain 
the property of TDMHMR and the County. 

Sec. 11. Cost and Expense of Improvements 

TDMHMR and the County may, subject to the availability 
of funds, provide for the construction of improvements at any 
time on the Leased Premises and Subleased Premises. UT 
Health Science Center, through the Board of Regents or its 
authorized representatives, may make improvements on the 
leased and subleased premises at its own expense and subject 
to written approval of TDMHMR and the County. 

Sec. 12. Fixtures and Equipment 

(a) Any and all newly acquired hospital fixtures and 
hospital equipment shall be owned by TDMHMR and the 
County and the entire cost and expense of said 
fixtures and equipment shall be borne and paid for 
by them. 

(b) Any and all previously acquired fixtures and 
equipment, signs, furniture and other personal 
property furnished by the Board of Regents or its 
authorized representatives shall be and remain the 
property of the Board of Regents and may be removed 
from the Leased Premises and the Subleased Premises 
by the Board of Regents or its authorized represen
tatives at its cost at any time prior to or upon 
the termination of this Lease and Sublease; pro
vided, however, the Board of Regents shall be 
liable for any material damage or injury to the 
Leased Premises or Subleased Premises occasioned by 
such removal. 

(c) The Board of Regents agrees that it shall maintain 
an inventory of all hospital fixtures and hospital 
equipment, signs, furniture and other personal 
property, despite the ownership of such property, 
and at termination of the Agreement, all hospital 
fixtures and hospital equipment, signs, furniture 
and other personal property shall be returned to 
the parties pursuant to a prior mutually accept
able, written agreement, including provision for 
the return of property to the party that can 
demonstrate the acquisition of it. 
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Sec. 13. Alterations 

The Board of Regents or its authorized representatives 
shall have the right at any time and from time to time after 
completion of the construction, during the Terms hereof, 
subject to the prior written approval of TDMHMR, the County, 
and MHMRA, provided funds are available, to make any and all 
necessary or desirable changes and alterations in or to the 
Leased Premises or Subleased Premises or improvements there
to. All such permitted changes and alterations shall be 
immediately considered a part of the hospital, the Leased 
Premises, and the Subleased Premises. The Board of Regents 
covenants and agrees that all work done in connection with 
any alteration shall be done in a good and workmanlike manner 
and in compliance with all applicable federal, state, and 
local rules and regulations. 

Sec. 14. Covenants Run with Land 

All of the covenants, agreements, conditions and 
restrictions set forth in these Leases, Sublease, and Oper
ating Agreement are intended to be and shall be construed as 
covenants running with the land, binding upon, inuring to the 
benefit of and enforceable by the parties hereto and their 
successors and assigns. 

Sec. 15. Right of Inspection 

TDMHMR, the County, and MHMRA shall have full right and 
authority to enter in and upon the Leased Premises, the 
Subleased Premises[ and any building or improvements to be 
constructed by the Board of Regents thereon, at any and all 
reasonable times during normal business hours during the 
Terms of these Leases and Sublease upon reasonable notice to 
the Board of Regents and without interference with the use or 
business of the Board of Regents for the purpose of inspec
ting the same, without the interference or hindrance by the 
Board of Regents or by agents or representatives. 

Part IV. RENTS, ASSIGNMENTS, SUBLETTING 

Sec. 16. Rent 

The Board of Regents of The University of Texas System, 
pursuant to S.B. 1295, shall pay one dollar ($1.00) per year 
to TDMHMR for the Lease; to MHMRA for the Sublease; and to 
the County for the subsequent Lease. 

Sec. 17. Subletting and Assignments 

(a) Subject to the prior written approval of TDMHMR, 
the County, and MHMRA, the Board of Regents shall 
have the right to sublet all or any portion of the 
Leased Premises, the Subleased Premises or the 
improvements constructed thereon by the Board of 
Regents for activities consistent with or related 
to the construction and operation of the hospital; 
provided however that when prior written approval 
is required the Board of Regents may consider this 
written agreement to provide sufficient approval if 
no written response to its request for approval is 
forthcoming within 60 days after receipt of the 
request by TDMHMR, the County, or MHMRA. Any 
sublease or assignment shall be subject and 
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subordinate to these Leases and Sublease. Any net 
excess of revenues over expenses under any such 
sublease shall be applied to the expenses incurred 
by the hospital in the manner specified and as 
shall be provided in the written approval. 

(b) No prior written consent shall be required for the 
assignment, subletting or transfer of these Leases 
and Sublease in the event that such assignment, 
subletting or transfer occurs in connection with a 
reorganization of The University of Texas System or 
component institutions by a mere change in iden
tity, form or place of organization. 

Part V. MISSION; USE OF PREMISES 

Sec. 18. Mission 

(a) The Texas Board of Mental Health and Mental 
Retardation on behalf of TDMHMR, the Commissioner's 
Court on behalf of Harris County, the Board of 
Trustees of MHMRA on behalf of MHMRA, and the Board 
of Regents recognize and agree that the Harris 
County Psychiatric Center has been established with 
the mission of caring for mentally ill persons of 
Harris County and with the uniquely special and 
additional missions of The University of Texas 
Health Science Center at Houston conducting re
search into the causes and cures of mental illness 
and the education of professionals in the care of 
the mentally ill, all in accordance with the 
legislative intent of S.B. 1295. The Harris County 
Psychiatric Center shall be operated pursuant to 
the provisions of law, including S.B. 1295 (Exhibit 
A), and any amendments thereto; any riders to 
General Appropriations Acts of the Legislature, 
including those found at Exhibits G and H; the 
Rules and Regulations of the Board of Regents of 
The University of Texas System; and the Harris 
County Psychiatric Center Admission, Discharge, and 
Transfer Policy Statement, and any amendments 
thereto, as set forth in Exhibit J. 

(b) Consistent with the aforesaid missions, one 
significant goal of the Harris County Psychiatric 
Center is to decrease the numbers of necessary 
short-term admissions of persons from Harris County 
to TDMHMR's Austin State Hospital. In order to 
achieve this goal, a plan of operation shall be 
established to: 

(1) divert potential voluntary admissions to the 
Austin State Hospital, except when those 
admissions are through specific arrangement 
with the superintendent of the Austin State 
Hospital; 

(2) provide services to court-committed clients 
within the limits of planned bed allocations; 
and 

(3) deliver short-term, crisis stabilization 
services to both voluntary and involuntary 
clients, recognizing that Austin State Hos
pital will continue to be the appropriate 
placement for clients requiring longer term 
inpatient services. 
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Sec. 19. Use of Premises 

The Board of Regents of The University of Texas System 
shall cause the Leased Premises and the Subleased Premises to 
be used consistent with the mission for the operation of this 
psychiatric hospital and continue such use for the Terms of 
these Leases and Sublease. The Board of Regents covenants 
that the Leased Premises and the Subleased Premises shall be 
used and maintained throughout the Terms of these Leases, 
Sublease, and Operating Agreement as an inpatient hospital 
facility for the screening, diagnosis, and treatment of 
persons requiring short-term psychiatric care, and for 
research and education in the care and cure of mentally ill 
persons. The Board of Regents further covenants not to 
abandon the hospital; not to use the building for any purpose 
other than as stated herein; and cause all hospital beds 
contained within the Harris County Psychiatric Center to be 
operated as teaching and psychiatric university hospital 
beds. 

Part VI. ORGANIZATION OF HOSPITAL 

Sec. 20. Governance 

The Board of Regents of The University of Texas System 
shall be the governing body of the hospital and shall be 
responsible for operation of the hospital and development of 
all policies with respect to the hospital in addition to 
those set out in Exhibit J. The Board of Regents shall 
establish general operating policies and cause UTS and the UT 
Health Science Center to carry them out. The Board of 
Regents shall be accountable and responsible for all medical, 
professional, and ethical affairs of the hospital. 

In order to provide the Board of Regents with an 
informed basis for reviewing the performance of UT Health 
Science Center hereunder, the President of UT Health Science 
Center shall prepare and deliver to UTS from time to time the 
reports and financial statements required by this Agreement. 

Sec. 21. Delegation of Management of Hospital 

The Board of Regents delegates to UT Health Science 
Center the general authority to manage the day-to-day opera
tions of the hospital and to perform functions consistent 
with the role of manager of the hospital. 

Sec. 22. Management Objective 

The parties agree that it is the objective of UT Health 
Science Center as manager of the hospital, in carrying out 
its obligations and responsibilities under this agreement, to 
manage the operations of the hospital in such manner as to 
support and fulfill the mission and the designated uses of 
the hospital as set forth in Part V above, to the extent that 
funds are made available as provided in Section 25, below, 
pursuant to S.B. 1295. 

Sec. 23. Patients 

(a) All patients of the hospital shall be available to 
the education programs of UT Health Science Center; 
provided, however, that patients shall be available 
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for research programs only after their consent has 
been obtained under applicable law. 

(b) In accordance with the policies set out in Exhibit 
J and with the provisions of the Texas Mental 
Health Code, and other selected statutes as set out 
in Exhibit I, UT Health Science Center through the 
Director of the hospital shall retain final 
decision-making authority over the admission of 
patients and the assignment of beds, patient 
management, transfer, and discharge. 

Sec. 24. Responsibilities of Parties 

(a) For purposes of these Leases, Sublease, and 
Operating Agreement, TDMHMR: 

(1) shall seek legislative appropriations: for the 
state-supported operations of the hospital; 
for any further construction at the hospital; 
for equipment, both fixed and movable; for 
utilities, including data processing and 
telecommunications; for maintenance, repairs, 
renovations, and additions; and for any damage 
or destruction; 

(2) shall transfer as local funds to UT Health 
Science Center any appropriations to TDMHMR 
for the hospital as currently provided and in 
accordance with General Appropriations Acts. 

(b) For purposes of these Leases, Sublease, and 
Operating Agreement, the County or MHMRA, as 
provided for in written agreements between them: 

(1) shall initially locate and operate the Harris 
County Psychiatric Commitment Center on 
the premises of the hospital; 

(2) shall be responsible for the Harris County 
Psychiatric Commitment Center, both in terms 
of operation and in terms of funding; 

(3) shall pay UT Health Science Center for: 

(i) 15% of those start-up costs incurred in 
fiscal year 1985-1986 associated with the 
phase-in of the hospital, which costs 
shall include, but shall not be limited 
to, the telephone system, hospital 
information system, enhancements to the 
security system, television system and 
microwave dish system, and personnel; 
these start-up costs shall be in five 
equal, annual payments beginning in 
fiscal year 1986-1987; 

(ii) an amount of money, for fiscal year 
1986-1987 and every fiscal year there
after, to be negotiated before each such 
fiscal year by the County, MHMRA, and the 
UT Health Science Center, which shall 
approximate fifteen percent (15%) of the 
budgeted operating expenses of the 
hospital as prepared by the UT Health 
Science Center for each such fiscal year; 
with payments being made in quarterly 
installments with the first installment 
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due on September 1 of each fiscal year; 
and with fifteen percent (15%) of all 
revenues received by the hospital for 
services provided by the hospital under 
this Agreement being credited against the 
annual budget for the hospital; 

(iii) those facilities services, associated 
with the Psychiatric Commitment Center 
which UT Health Science Center will 
provide, an amount of money in additional 
to that provided in (ii) , above (but in 
no way resulting in paying twice for the 
same services) equal to the result of 
multiplying the total budget for these 
services by the proportion of the square 
footage associated with the Psychiatric 
Center to the total hospital square 
footage; (at the end of the fiscal year, 
review of actual expenditures will be 
made and adjustments reflected in the 
next year's budget) and will pay the UT 
Health Science Center for any telecommu
nications and duplicating services and 
materials provided to the Psychiatric 
Commitment Center an amount of money 
equal to the actual documented costs of 
such services and materials; 

(4) shall continue to locate and operate the 
Harris County Psychiatric Commitment Center 
upon the premises of the hospital so long as 
the operation is considered feasible in the 
judgment of TDMHMR, the County, MHMRA, and UT 
Health Science Center; 

(5) shall obtain funding: for the county-supported 
facilities of the hospital through county 
appropriations, which may include funds made 
available by MHMRA or from gifts and grants; 
for any further construction at the hospital; 
for equipment, both fixed and movable; for 
utilities, including data processing and 
telecommunicat~ons; for maintenance, repairs, 
renovations, and additions; for any damage or 
destruction; and jor hospital operations, 
which latter funding shall support the numbers 
of beds identified as county-supported beds, 
exclusive of any additional cost of operating 
the Harris County Psychiatric Commitment 
Center, which costs shall remain the respon
sibility of the County and MHMRA; and 

(6) shall transfer any monies due or funds 
appropriated to UT Health Science Center on a 
quarterly basis. 

(c) Notwithstanding any provision of Section 24(b), 
above, to the contrary, the funding required to be 
paid for the County supported facilities of the 
hospital shall be subject to and conditioned upon 
appropriations being made from time to time by the 
County in which such funds may be lawfully used for 
the purposes of the hospital; and the County and 
MHMRA hereby recognize and agree that, should funds 
not be sufficiently appropriated by the County, the 
operation of the County supported facilities by the 
Board of Regents may be decreased to the level of 
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operation which any such appropriations can 
support. 

(d) For purposes of these Leases, Sublease, and 
Operating Agreement, UTS and UT Health Science 
Center, consistent with the Rules and Regulations 
of the Board of Regents: 

(1) shall continue to maintain and operate the UT 
Health Science Center as an accredited, 
nonsectarian educational institution; 

(2) shall manage and operate the hospital through 
a Director who shall be appointed by the Board 
of Regents as provided for, below, at Section 
26. 

(3) shall prepare budgets for the hospital's 
operation; 

(4) shall assign to the hospital, to the extent 
that funds are made available by TDMHMR, the 
County, and MHMRA, a sufficient number of 
qualified physicians, who are members of UT 
Health Science Center faculty and who shall 
constitute the Organized Staff, to provide, 
direct and supervise medical services to all 
patients of the hospital; 

(5) shall review credentials and annually appoint 
the hospital's Organized Staff; 

(6) shall approve and enforce the Bylaws of the 
Organized Staff; 

(7) shall assign to the hospital an appropriate 
number of residents in training to participate 
in patient care under the direction of the 
Organized Staff; 

(8) shall cause the hospital to be operated in 
accordance with the standards for accredita
tion of the Joint Commission on Accreditation 
of Hospitals, to seek accreditation by JCAH, 
and to maintain accreditation once it is 
obtained; 

(9) shall keep and maintain the hospital, to the 
extent that funds are made available, in good 
condition and repair, consistent with ordinary 
wear and tear; 

(10) shall seek, obtain, and keep in force any 
necessary permits for the operation of the 
hospital consistent with its mission and 
designated uses; and not suffer any avoidable 
revocations thereof; 

(11) shall use the hospital to provide the 
maintenance and day-to-day operations of a 
university, inpatient, public mental health 
facility; 

(12) shall seek, obtain, and keep in force any 
available certifications to enable the hos
pital to receive any available Medicare and 
Medicaid reimbursements; and not suffer any 
avoidable revocations thereof; 
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(13) (i) shall purchase and maintain, to the 
extent permitted under law, insurance 
policies, including malpractice insur
ance, or other professional liability 
insurance to protect the hospital and 
extend, to the extent permitted by law, 
coverage of available self-insurance 
programs; 

(ii) may purchase and maintain in effect a 
policy or policies of insurance covering 
the hospital and the contents, in an 
amount not less than ninety percent 
(90%) of the insurable value of the 
Building, providing protection against 
perils included within the standard 
Texas form of fire and extended coverage 
insurance policy, together with insur
ance against sprinkler damage, vandalism 
and malicious mischief, and such other 
risks as the County and TDMHMR may from 
time to time determine and with any such 
deductibles as the County and TDMHMR may 
from time to time determine. UT Health 
Science Center shall furnish to TDMHMR 
and the County certificates of insurance 
evidencing such coverage. The County 
and MHMRA shall be notified of any 
changes in the policy or cancellation 
during the term of this lease. 

(iii) may purchase any other policies of 
insurance which UT Health Science Center 
may deem appropriate or necessary to 
fully protect the interests of the 
parties hereto; 

(14) shall control and be responsible for the 
physical security of patients, employees, 
independent contractors, subcontractors, 
volunteers, invitees, and visitors within the 
hospital, to the extent, and for so long as, 
funds are made available for same; 

(15) shall cause all financial transactions and 
performance programs to be appropriately 
audited; 

(16) shall cause the admission, discharge, and 
transfer policies as found in Exhibit J to be 
established, enforced, and as necessary 
amended; 

(17) shall cause appropriate patient data to be 
made available to TDMHMR, the County, and 
MHMRA, including but not limited to diagnosis, 
treatment, and lengths of stay; and to cause 
such data to be retained for a period of five 
years or such the period of time as mutually 
agreed upon by the parties or as required by 
law, whichever is longer, to the extent that 
funds and space are available for such 
retention; 

(18) shall cause a priority of patient treatment 
policy to be established; 

(19) shall apply one standard of care and level of 
service throughout the hospital; 
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(20) shall join with TDMHMR, the County, and MHMRA 
in examining and evaluating the services 
provided under the Agreement, in conducting 
periodic on-site surveys, and in auditing or 
inspecting the hospital's financial and 
service records relating to said services at 
any time so long as such audit or inspection 
is on a planned and scheduled basis; and 

(21) shall seek, obtain, and keep in force any 
certifications or licenses required by law in 
order to provide services to the committed and 
voluntary patients of the hospital, including 
services to children, adolescents, and adults 
for mental, alcohol or drug abuse disorders. 

Part VII. HOSPITAL OPERATIONS 

Sec. 25. Standard of Performance 

UT Health Science Center shall perform all of the duties 
herein required of it, in such a manner as to assure that the 
operations of the hospital support and fulfill its mission. 

Sec. 26. Director 

The Board of Regents shall appoint the Director of the 
hospital upon the recommendation of the President of UT 
Health Science Center. The Director of the hospital shall be 
the chairman of the UT Health Science Center's Department of 
Psychiatry or a person nominated by the Chairman and recom
mended by the President. Such appointment shall continue 
unless and until the Board of Regents withdraws its approval. 

Sec. 27. Cooperation of Parties 

The Texas Board of Mental Health and Mental Retardation 
on behalf of TDMHMR, the Commissioners Court on behalf of 
Harris County, the Board of Trustees of MHMRA on behalf of 
MHMRA, and the Board of Regents on behalf of UTS and UT 
Health Science Center at Houston recognize their mutual 
interdependence in carrying out the terms of these Leases, 
Sublease, and Operating Agreement and agree that there shall 
be consultation and good faith cooperation among all persons 
representing each entity. 

Sec. 28. Consultation 

Appropriate consultation and support departments (i.e., 
facilities, equipment and non-physician personnel) for the 
hospital may be obtained through contracts for services. 

Sec. 29. Joint Employment 

Nothing contained in these Leases, Sublease, and 
Operating Agreement shall prohibit additional agreements 
providing for the joint employment of physicians and other 
personnel and for the pro rata apportionment of their 
salaries. 
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Sec. 30. Employee Relations 

To the extent, and for so long as funds are made 
available, the Board of Regents authorizes UT Health Science 
Center to recruit, employ, train, promote, assign and set 
rates of compensation, suspend or terminate employees in 
accordance with the Rules and Regulations of the Board of 
Regents, all as necessary for the fulfillment its obligations 
under these Leases, Sublease, and Operating Agreement for the 
proper operation and maintenance of the hospital. All such 
employees shall be employees of and shall be carried on the 
payroll of UT Health Science Center and shall not be employ
ees of TDMHMR, the County, or MHMRA. UT Health Science 
Center may enter into agreements with TDMHMR and MHMRA 
supplemental to these Leases, Sublease, and Operating Agree
ments with respect to considerations of employment of present 
or former employees of TDMHMR and MHMRA, such as those 
described in Exhibit K. 

Part VIII. SERVICES AND FUNCTIONS 

Sec. 31. Administrative Services 

UT Health Science Center may provide the hospital 
directly or by contracts for services, administrative ser
vices required for operation of the hospital. 

Sec. 32. Planning 

Planning shall be consistent with the Rules and 
Regulations of the Board of Regents of The University of 
Texas System and the Bylaws of the Organized Staff. 

Sec. 33. Quality Assurance Program 

Upon the recommendation of the President of The 
University of Texas Health Science Center at Houston, and 
upon the request of the Executive Vice Chancellor for Health 
Affairs of UTS, the Director shall develop, in consultation 
with TDMHMR, the County, and MHMRA, and assist in the imple
mentation of a Quality Assurance Program. Implementation 
services shall include preparation of forms and other docu
mentation, training of quality assurance personnel and the 
holding of orientation sessions for members of the Organized 
Staff. 

Sec. 34. Preparation of Appropriation Requests and 
Budget Documents 

UT Health Science Center shall prepare all annual budget 
requests in accordance with the requirements of the parties 
to these Leases, Sublease, and Operating Agreement. 

Sec. 35. Rates 

The Texas Board of Mental Health and Mental Retardation 
on behalf of TDMHMR, the Commissioners Court on behalf of 
Harris County, the Board of Trustees of MHMRA on behalf of 
MHMRA and the Board of Regents recognize the importance of 
maintaining room and other rates which enable the hospital to 
pay those of its obligations not covered by appropriations, 
while at the same time contain the cost of health care. It 
shall be the primary intent of this Agreement that services 
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be rendered without regard to the ability of a person to pay. 
UT Health Science Center shall develop and effect a system to 
ascertain the ability to pay and other financial circum
stances of all persons to whom the hospital provides services 
in accordance with the Harris County Psychiatric Center 
Admission, Transfer and Discharge Policy Statement. If it is 
determined that the person receiving the services has no 
property or income out of which the hospital should be 
reimbursed and those persons legally responsible for the 
support of the person receiving the services have no property 
or income out of which the hospital should be reimbursed, the 
hospital shall provide the services free of cost. Otherwise, 
a reasonable fee for services, not to exceed the cost there
of, shall be charged to the person receiving the services or 
against the persons legally responsible for the person's 
support based upon their combined ability to pay. TDMHMR, 
the County, MHMRA, and UT Health Science Center shall develop 
mutually agreeable sliding scales for fees for services based 
upon the patient's and other responsible person's combined 
ability to pay. The sliding scale fee structure shall be 
recommended to UTS who shall then recommend the structure to 
the Board of Regents for approval. The sliding scale fee 
shall take into account the financial obligations of the 
hospital, the level of rates at other hospitals, the impor
tance of providing quality health care at a reasonable cost 
and the financial abilities of its patients. 

Part IX. ANCILLARY AGREEMENTS 

Sec. 36. Ancillary Agreements 

UT Health Science Center shall, in the name of and for 
the account of the Board of Regents of The University of 
Texas System, negotiate and enter into such term agreements 
as it may deem necessary or advisable, for the furnishing of 
utilities, services, concessions, and supplies for the 
maintenance and operation of the hospital, in accordance with 
the Rules and Regulations of the Board of Regents. 

Part X. UTILITIES AND PHYSICAL PLANT 

Sec. 37. Utilities 

UT Health Science Center shall obtain utility and sewer 
services required for use of the Leased Premises and the 
Subleased Premises. UT Health Science Center shall pay or 
cause to be paid all charges for gas, electricity, water, 
sewer service, telecommunications, and other utilities 
obtained for the Leased Premises and the Subleased Premises 
during the Terms of these Leases and Sublease and all sewer 
use charges or similar charges or assessments for utilities 
levied against the Leased Premises and the Subleased Premises 
during the Terms of these Leases and Sublease. 

Sec. 38. Repairs and Maintenance 

The Board of Regents covenants, throughout the Terms 
hereof, to take good care of all improvements constructed 
upon the Leased Premises and Subleased Premises and, subject 
to the provisions of these Leases and Sublease, elsewhere set 
forth, to keep the same in good working order and condition, 
excepting reasonable wear and tear, and to make all necessary 
repairs thereto, interior and exterior, structural and 
nonstructural. UT Health Science Center shall keep and 
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maintain all portions of the improvements upon the Leased 
Premises and Subleased Premises and all sidewalks, passage
ways and driveways within the Leased Premises and Subleased 
Premises in a clean and orderly condition. 

Sec. 39. Mechanics' Liens 

The Board of Regents shall not suffer or permit any 
mechanics' or materialmen's liens to be enforced against the 
Leased Premises or Subleased Premises or against the fee 
estates of TDMHMR or the County as to the Leased Premises or 
the Subleased Premises, by reason of work, labor, services or 
materials supplied or claimed to have been supplied to the UT 
Health Science Center on behalf of the hospital or anyone 
holding the Leased Premises or Subleased Premises, or any 
part thereof, through or under Lease or Sublease. If any 
such mechanics' or materialmen's liens shall at any time be 
filed against the Leased Premises or the Subleased Premises, 
the Board of Regents shall, within ninety (90) days after 
notice to the Board of Regents of the filing thereof, cause 
the same to be discharged of record or make provisions 
acceptable to TDMHMR, the County, and MHMRA for the discharge 
of such lien; provided, however, that the Board of Regents 
shall have the right to contest the amount or validity, in 
whole or in part, of any such lien by appropriate 
proceedings. 

Sec. 40. Damage and Destruction 

(a) If, at any time during the Terms of these Leases 
and Sublease, the Leased Premises or the Subleased 
Premises or any part thereof shall be damaged or 
destroyed by fire or other casualty of any kind or 
nature, ordinary or extraordinary, foreseen or 
unforeseen, the Board of Regents shall, to the 
extent only that funds are made available by the 
Texas Board of Mental Health and Mental Retardation 
on behalf of TDMHMR, the Commissioners Court on 
behalf of Harris County, and the Board of Trustees 
of MHMRA on behalf of MHMRA, repair, alter, re
store, replace or rebuild the same to such extent 
and in such manner as the parties may deem 
appropriate. 

(b) Notwithstanding the provisions of (a) above, the 
Board of Regents shall have the right to terminate 
these Leases or Sublease if at any time during the 
Terms of these Leases and Sublease any improvements 
on the Leased Premises or the Subleased Premises 
(including property of the Board of Regents) shall 
be damaged or destroyed by fire or any other 
casualty whatsoever to the extent that it would not 
be in the best interest of TDMHMR, the County, 
MHMRA, and the Board of Regents to repair such 
damage. 

Part XI. ACCREDITATION, 
GOVERNMENTAL REGULATIONS 

Sec. 41. Joint Commission on Accreditation of Hospitals 

UT Health Science Center shall assure that the 
administrative practices and procedures of the hospital meet 
the standards of the Joint Commission on Accreditation of 
Hospitals ("JCAH"), and shall encourage and assist the 
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Organized Staff to ensure that medical practices and proce
dures meet such standards. 

Sec. 42. Confidentiality of Records 

UT Health Science Center shall protect the confiden
tiality of its records and those of the hospital, and shall 
comply with all applicable federal, state and local laws and 
regulations relating to the records including maintaining 
sufficient records to demonstrate compliance with the stan
dards of the JCAH. 

Sec. 43. Federal Government Access 

To the extent required by Section 1861(v) (1) (I) of the 
Federal Social Security Act: 

(a) Until the expiration of four (4) years after the 
furnishing of services pursuant to this Lease, 
Sublease, and Operating Agreement, UT Health 
Science Center shall make available, upon written 
request to the Secretary of Health and Human 
Services, or upon request to the Comptroller 
General, or any of their duly authorized represen
tatives, these Leases, Sublease, and Operating 
Agreement, any books, documents and records of UT 
Health Science Center that are necessary to certify 
the nature and extent of the costs claimed to 
Medicare and Medicaid programs with respect to the 
services provided under this agreement. 

(b) If UT Health Science Center carries out any of the 
duties of these Leases, Sublease, and Operating 
Agreement through a subcontract, with a value or 
cost of Ten Thousand Dollars ($10,000.00) or more 
over a twelve-month period, with a related organi
zation, until the expiration of four (4) years 
after the furnishing of such services pursuant to 
such subcontract, UT Health Science Center shall 
cause the related organization to make available, 
upon written request to the Secretary of Health and 
Human Services, or upon request to the Comptroller 
General, or any of their duly authorized represen
tatives, the subcontract, and books, documents and 
records of such related organization that are 
necessary to verify the nature and extent of the 
costs claimed to Medicare and Medicaid programs 
with respect to the services provided under these 
Leases, Sublease, and Operating Agreement. 

Part XII. LIABILITY 

Sec. 44. Non-Assumption of Liabilities 

The Board of Regents shall not by entering into and 
performing these Leases, Sublease, and Operating Agreement, 
or by UT Health Science Center managing the hospital, assume 
or become liable for any of the obligations, liabilities or 
debts of TDMHMR, the County, or MHMRA, its employees, doc
tors, residents, agents, or servants; nor shall TDMHMR, the 
County or MHMRA assume or become liable for any of the 
obligations, liabilities or debts of the Board of Regents or 
the UT Health Science Center, its employees, doctors, resi
dents, agents, or servants. 
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Part XIII. MISCELLANEOUS PROVISIONS 

Sec. 45. Public Improvements 

The Board of Regents agrees, from time to time, to: 

(a) join in any application for all necessary 
governmental permits and authorizations in connec
tion with construction of the hospital; 

(b) join in the conveyance of any nonexclusive easement 
to be conveyed for which no consideration is given; 

(c) join in the creation, modification, realignment or 
release of any such nonexclusive easement; and 

(d) join in any other instrument reasonably necessary 
to accomplish the foregoing. 

Sec. 46. Force Majeure 

The time within which either party hereto shall be 
required to perform any act under these Leases, Sublease, and 
Operating Agreement shall be extended by a period of time 
equal to the number of days during which performance of such 
act is delayed unavoidably by strikes, lockouts, Acts of God, 
governmental restrictions, failure or inability to secure 
materials or labor by reason of priority or similar regula
tions or order of any governmental or regulatory body, enemy 
action, civil disturbance, fire, unavoidable casualties or 
any other cause beyond the reasonable control of either party 
hereto; provided, however, that written notice of such force 
majeure be given within a reasonable time period to all 
parties hereto. 

Sec. 47. Quiet Possession 

The Texas Board of Mental Health and Mental Retardation 
on behalf of TDMHMR, the Commissioners Court on behalf of 
Harris County, and the Board of Trustees of MHMRA on behalf 
of MHMRA covenant to the Board of Regents that if the Board 
of Regents shall discharge the covenants, agreements and 
obligations herein set forth to be performed, the Board of 
Regents shall have and enjoy, during the Terms hereof the 
quiet and undisturbed possession of the Leased Premises and 
the Subleased Premises. 

Sec. 48. Waivers 

No variations, modifications or changes herein or hereof 
shall be binding upon any party hereto unless executed by 
such party or by a duly authorized officer or a duly autho
rized agent of the particular party. No waiver or waivers of 
any breach or default or any breaches or defaults by either 
party of any term, condition or liability of or a performance 
by the other party of any duty or obligation hereunder, 
including without limitation the acceptance by TDMHMR, the 
County, or MHMRA or payment by the Board of Regents of any 
rentals at any time or in any manner other than as herein 
provided, shall be deemed a waiver thereof or of any waiver 
thereof in the future, nor shall any such waiver or waivers. 
be deemed or construed to be a waiver or waivers of subse
quent breaches or defaults of any kind, character or 
description under any circumstances. 
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The acceptance by TDMHMR, the County, or MHMRA of any 
performance, rental, additional rent or other sum or sums of 
money or other charges herein reserved to be paid or provided 
to be done by the Board of Regents from any person, firm, or 
corporation other than the Board of Regents shall not dis
charge the Board of Regents or any others liable with the 
Board of Regents except to the extent of the performance any 
payment so accepted by TDMHMR, the County, or MHMRA from 
liability to pay the rental, additional rent or other sum or 
sums of money and other charges herein provided to be paid by 
the Board of Regents or from liability to perform any of the 
terms, covenants, conditions and agrements herein set forth. 

Sec. 49. Applicable Law 

These Leases, Sublease, and Operating Agreement shall be 
governed by, and construed in accordance with, the laws of 
the State of Texas. 

Sec. 50. Partial Invalidity 

If any term, provision, condition or covenant of these 
Leases, Sublease, and Operating Agreement or the application 
thereof to any party or circumstances shall, to any extent, 
be held invalid or unenforceable, the remainder of these 
Leases, Sublease, and Operating Agreement, or the application 
of such term, provision, condition or covenant to persons or 
circumstances other than those as to whom or which it is held 
invalid or unenforceable, shall not be affected thereby, and 
each term and provision of these Leases, Sublease, and Oper
ating Agreement shall be valid and enforceable to the fullest 
extent permitted by law. 

Sec. 51. Construction of Agreement 

These Leases, Sublease, and Operating Agreement shall be 
construed consistent with Senate Bill 1295; the rider to the 
General Appropriations Act, 67th Legislature, as set forth in 
Exhibit G; the rider to the General Appropriations Act, 69th 
Legislature, as set forth in Exhibit H; the Rules and 
Regulations of the Board of Regents of The University of 
Texas System; and the Handbook of Operating Procedures of The 
University of Texas Health Science Center at Houston; the 
Harris County Psychiatric Center Admission, Discharge, and 
Transfer Policy Statement; and all Supplemental Agreements 
attached hereto. 

Sec. 52. No Partnership or Joint Venture 

No partnership or joint venture is intended or created 
by this Lease, Sublease, and Operating Agreement. It is 
expressly agreed and understood by and between the parties 
hereto that the work performed hereunder by UT Health Science 
Center shall be done and performed pursuant to S.B. 1295 and 
this Agreement, under the sole supervision, management, 
direction and control of UT Health Science Center in accor
dance with the provisions set out herein; TDMHMR, the County, 
and MHMRA shall look to the Board of Regents for results only 
and TDMHMR, the County, and MHMRA shall have no right at any 
time to direct or supervise the Board of Regents, UT Health 
Science Center, its servants or employees in the performance 
of its work hereunder. 
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Sec. 53. Notices 

Any Notice, communication, request, reply or advice, or 
duplicate thereof (hereinafter severally and collectively, 
for convenience, called "Notice") in this Lease, Sublease, 
and Operating Agreement provided or permitted to be given, 
made or accepted by the parties to any other party must be in 
writing, and may, unless otherwise in this instrument ex
pressly provided, be given or be served by depositing the 
same in the United States mail, postpaid and registered or 
certified and addressed to the party to be notified, with 
return receipt requested, or by delivering the same in person 
to such party, or if the party or parties to be notified be 
incorporated, to an officer of such party, or by prepaid 
telegram when appropriately addressed to the party to be 
notified. Notice deposited in the mail in the manner here
inabove described shall be effective, unless otherwise stated 
in this Lease, Sublease, and Operating Agreement, from and 
after the expiration of five (5) days after it is so depos
ited. Notice given in any other manner shall be effective 
only if and when received by the party to be notified. For 
purposes of notice the addresses of the parties shall, until 
changed as hereinafter provided, be as follows: 

If to Texas Board of Mental Health and Mental 
Retardation on behalf of TDMHMR, addressed to: 

Board of Texas Department Mental Health 
and Mental Retardation 

909 West 45th Street 
Austin, Texas 78756 
Attention: Dr. Gary Miller, Commissioner 

with a copy to: 

MHMR Legal Services 
909 West 45th Street 
Austin, Texas 78756 
Attention: Mr. W. Kent Johnson 

If to the Commissioners Court on behalf of Harris 
County, addressed to: 

with a copy to: 

If to the Board of Trustees of MHMRA on behalf of MHMRA, 
addressed to: 

with a copy to: 

If to The Board of Regents of The University of Texas 
System, addressed to: 

HAC - 54 



The Board of Regents of The University 
of Texas System 

c/o The University of Texas System 
Office of the Board of Regents 
201 West Seventh Street 
Austin, Texas 78701 
Attention: Executive Secretary 

Arthur H. Dilly 

with copies to: 

The University of Texas Health 
Science Center at Houston 

P.O. Box 20036 
Houston, Texas 77225 
Attention: President 
Dr. Roger J. Bulger 

Office of General Counsel 
The University of Texas System 
Attention: John L. Darrouzet, Attorney 
201 West Seventh Street 
Austin, Texas 78701 

However, the parties hereto and their respective heirs, 
successors, legal representatives and assigns shall have the 
right from time to time and at any time to change their 
respective addresses and shall have the right to specify as 
their respective addresses and other addresses within the 
United States of America by at least fifteen (15) days' 
written notice to the other party; provided, however, if at 
any one time more than one person or party owns an interest 
in the Leased Premises or Subleased Premises, nevertheless 
such persons or parties may not designate more than five 
places or addresses to receive notice pursuant to the terms 
hereof. Each party shall have the right to change such 
party's address for purposes of notice, by giving written 
notice to the other party in the manner herein set forth. 

Sec. 54. Amendments 

These Leases, Sublease, and Operating Agreement may be 
amended only by written instrument executed by authorized 
representatives of the parties hereto. 

Part XIV. TERMS 

Sec. 55. Terms; Termination 

(a) The Lease and Operating Agreement between the Texas 
Board of Mental Health and Mental Retardation and 
the Board of Regents of The University of Texas 
System shall be for the term set out in Section 3, 
above. 

(b) The Sublease between the Board of Trustees of the 
Mental Health and Mental Retardation Authority of 
Harris County and the Board of Regents of The 
University of Texas System shall be for the term 
set out in Section 4, above. 

(c) The Operating Agreement between the Board of 
Trustees of the Mental Health and Mental Retarda
tion Authority of Harris County and the Board of 
Regents of The University of Texas System shall be 
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for the combined terms set out in Sections 4 and 5, 
above. 

(d) The Lease between the Commissioners Court of Harris 
County and the Board of Regents of The University 
of Texas System shall be for the term set out in 
Section 5, above. 

(e) The Operating Agreement between the Commissioners 
Court of Harris County and the Board of Regents of 
The University of Texas System shall be for the 
combined terms set out in Sections 4 and 5, above. 

(f) Subject to the provisions of S.B. 1295, and any 
amendments thereto, the Leases, Sublease, and 
Operating Agreement may be terminated to the extent 
permitted by law if any of the terms, conditions, 
provisions, or covenants of the Leases, Sublease, 
and Operating Agreement are not complied with; 
provided, however, that prior to such termination, 
written notice of intent to terminate under this 
subsection must be given to the other parties prior 
to July 1 of any even-numbered year; and provided 
further, that such termination shall not become 
effective any sooner than the August 31 following 
the previous July's notice, unless otherwise 
provided by law; notice of termination may be 
withdrawn. 
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EXECUTED as of the day and year first above written. 

Form Approved: 

W. Kent Johnson 
Director of Legal Services 

Attest: 

Barbara Miller 
Secretary 
MHMR Board 
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Texas Department of 
Mental Health and Mental 
Retardation 

Content Approved: 

Dr. Gary Miller 
Conunissioner 

Approved: 

R. Coke Mills 
Chairman 
Texas Board MHMR 



Attest: 

Name: 
Harris County Clerk 

Form Approved: 

Harris County Attorney's 
Office 

County of Harris, Texas 

Approved: 

John Lindsay 
Harris County Judge 
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Form Approved: 

Bruce Jocz 
Attorney for MHMRA 

Attest: 

Name: 
Secretary 
MHMRA Board of Trustees 
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Mental Health and Mental 
Retardation Authority of 
Harris County 

Content Approved: 

Eugene Williams 
Executive Director 

Name: 
Chairman 
MHMRA Board of Trustees 



Form Approved: 

Office of General Counsel 
The University of Texas 
System 

Attest: 

Arthur H. Dilly 
Executive Secretary to the 
Board of Regents 
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The Board of Regents of 
The University of Texas 
System 

Recommended for Approval: 

Dr. Roger J. Bulger 
President 
The University of Texas 
Health Science Center at 
Houston 

Content Approved: 

Dr. Charles B. Mullins 
Executive Vice Chancellor 
for Health Affairs 

Approved: 

Jess Hay 
Chairman 
The Board of Regents 



Exhibit K 

Agreement Concerning 
Employment 

Texas Department of Mental 
Health and Mental Retardation 

Mental Health and Mental 
Retardation Authority of 
Harris County 

County of Harris, Texas 

The Board of Regents of 
The University of Texas 
System 

November 1985 
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Agreement Concerning Employment 

This Agreement Concerning Employment is made and entered 
into on this day of , 1985, 
between the Texas Board of Mental Health and Mental Retarda
tion on behalf of the Texas Department of Mental Health and 
Mental Retardation (TDMHMR), the Commissioners' Court of 
Harris County on behalf of Harris County, Texas (the County), 
the Board of Trustees of the Mental Health and Mental Retar
dation Authority on behalf of the Authority (MHMRA), and the 
Board of Regents of The University of Texas System on behalf 
of The University of Texas Health Science Center at Houston 
(UTHSCH) • 

1. TDMHMR, the County and MHMRA agree that present and 
former employees of the Texas Research Institute of 
Mental Sciences (TRIMS), which is a part of TDMHMR now 
in dissolution, and present employees of MHMRA may be 
hired by UTHSCH as employees of the Harris County 
Psychiatric Center on a priority consideration basis. 

2. By "priority consideration", TDMHMR, the County, MHMRA, 
and UTHSCH agree to mean the consideration UTHSCH will 
give to the present or former TRIMS employees and 
present MHMRA employees who apply for employment with 
UTHSCH at the Harris County Psychiatric Center during 
the period of time beginning October 1, 1985, and ending 
December 31, 1985, whereby for a given position for 
which a present or former TRIMS employee or present 
MHMRA employee applies, UTHSCH agrees to choose such 
employee over any other applicant not currently employed 
by UTHSCH, when taken as a whole the qualifications of 
all applicants are otherwise equally valued. 

3. TDMHMR, the County, and MHMRA agree that UTHSCH may 
proceed to interview persons for employment at the 
Harris County Psychiatric Center and, with the goal of 
providing a smooth transition, may issue letters of 
intent to persons UTHSCH would subsequently hire, 
subject to such conditions as the following: 

(a) the individual's expression of intent to accept a 
subsequent final offer; 

(b) the final approval of the Leases, Sublease, and 
Operating Agreement of the Harris County Psychi
atric Center by the parties to this Agreement; 
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(c) the availability of funds to employ the individual; 
and 

(d) the individual's continued favorable employment in 
his or her current position. 

4. All parties to this Agreement understand and acknowledge 
that any person hired by UTHSCH shall be subject to all 
personnel policies of UTHSCH including its 90-day 
probationary period. 

Executed this 

TDMHMR 

Dr. Gary Miller 
Commissioner 

MHMRA 

Eugene Williams 
Executive Director 

day of ----------------------' 1985. 
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Harris County, Texas 

John Lindsay 
Harris County Judge 

UTHSCH 

Dr. Roger Bulger 
President 



Harris County Psychiatric Center 
Admission, Discharge, and Transfer 

Policy Statement 

The Texas Board of Mental Health and Mental Retardation 
on behalf of the Texas Department of Mental Health and Mental 
Retardation (TDMHMR), the Commissioners' Court of Harris 
County on behalf of Harris County, the Board of Trustees of 
the Mental Health and Mental Retardation Authority of Harris 
County on behalf of the Authority (MHMRA), and the Board of 
Regents of The University of Texas System on behalf of The 
University of Texas Health Science Center at Houston, adopt 
the following policy statement with respect to the admission, 
discharge, or transfer of patients at the Harris County 
Psychiatric Center: 

Sec. 1. Harris County Psychiatric Center 

(a) The Harris County Psychiatric Center, a 250-bed 
short-term, psychiatric hospital operated by The 
University of Texas Health Science Center at 
Houston shall offer a broad range of psychiatric 
services primarily to Harris County residents who 
are children, adolescents, or adults. 

(b) This publicly-funded hospital, will be accredited 
by JCAH; will be Medicare and Medicaid approved; 
and will comply with all applicable federal, state, 
and local laws pertaining to the treatment of 
mental health, alcohol, and substance abuse 
disorders. 

(c) The hospital will not have an emergency room. 

(d) The occupancy rate of the hospital will be 
maintained at the highest levels possible and it 
shall be the goal of the hospital to serve approx
imately 3000 persons or more per year, with special 
emphasis to be given to Harris County residents who 
are indigent. 

(e) Patient rights specified by statutory law shall be 
observed at the hospital. 
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Sec. 2. Services and Bed Allocations 

(a) Mental health, alcohol, and substance abuse 
services will be provided in acute and intermediate 
care beds. 

(b) The hospital will provide screening, referral, 
diagnosis and evaluation, individual needs assess
ment, and assistance to courts in commitment 
proceedings. 

(c) Persons with severe medical problems or emergent 
physical medical problems will not be offered 
services. Appropriate assistance to such persons 
will be provided. 

(d) Voluntary and involuntary patients will receive 
acute care in 125 of the 250 beds of the hospital. 

(e) Acute care, meaning an average length of stay of 
14-21 days, will include: suicide prevention, 
crisis intervention, detoxification, and processing 
of applications for involuntary commitment. 

(f) Intermediate care, meaning an average length of 
stay of 30-45 days for adults, 60 days for children 
and adolescents, will be offered to voluntary and 
involuntary patients in 125 of the 250 beds of the 
hospital. 

Sec. 3. Education and Research 

(a) The University of Texas Health Science Center at 
Houston will, in addition to providing patient care 
at the hospital, use the facilities for education 
and research programs involving hospital patients. 

(b) All patients shall be available for teaching and 
research purposes; however, patient participation 
in research projects will be only on a consensual 
basis after approval of the project by The Univer
sity of Texas Health Science Center at Houston's 
Committee for Protection of Human Subjects. 

Sec. 4. Admissions 

(a) Any person may apply for admission to the hospital 
on a voluntary basis to the chief of the MHMRA 
screening and referral service. All applications 
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for involuntary commitment or court-ordered 
admissions shall be screened and coordinated by the 
chief of the MHMRA screening and referral service 
or the designee of the chief. 

(b) No person shall be denied admission to available 
psychiatric services on the basis only of his or 
her race, color, ethnicity, religion, creed, sex, 
sexual orientation, age, national origin, physical 
handicap, or other basis protected by law, or 
ability to pay; and mentally ill persons who are 
assaultive or aggressive, those with a history of 
violence, and those with a mixed diagnosis of both 
mental retardation and mental illness will not be 
denied admission on that basis. 

(c) Persons who apply for admission to the hospital 
shall submit information requested to the chief of 
the MHMRA screening and referral service of the 
hospital or the designee of the chief. 

(d) The chief of MHMRA's screening and referral service 
or the designee of the chief of the hospital shall 
recommend the admission to the hospital only those 
persons: 

(1) who have had 3 or more admissions to a TDMHMR 
or MHMRA mental health facility; or 

(2) who have serious vocational, social and 
personal skill deficits of a chronic nature; 
or 

(3) who are experiencing acute episodes of a major 
mental illness requiring crisis stabilization; 
or 

(4) who suffer from a major mental illness and 
whose presence in the community is jeopardized 
by weakening or dissolution of their family or 
social support systems; or 

(5) who have been selected for participation in 
approved research in the area of mental 
illness by the hospital's Director. 

(e) The chief of MHMRA's screening and referral service 
shall maintain a waiting list of persons who are 
recommended for admission pursuant to Section 4(d), 
above. 
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(f) All other factors being equal and to the extent 
possible, persons who are first on the waiting list 
will be first to be recommended for admission. 

(g) Whenever the chief of the screening and referral 
process of the hospital determines that a person 
should be admitted to the hospital, the chief shall 
refer the person to the Director of the hospital or 
the designee of the Director, with a recommendation. 

(h) As part of the recommendation, the chief will 
indicate a tentative bed assignment for the person 
recommended for admission and a current analysis of 
available bed assignments for the entire hospital. 

(i) The Director, or designee of the Director, in 
making a decision with respect to admission will 
consider the recommendation of the chief. 

(j) The Director or designee of the Director shall make 
the final decision on admission and bed assignment. 

(k) To the extent that beds are available, the Director 
of the Hospital or designee shall admit persons to 
the hospital who are the subject of a court order. 

(1) The Director of the hospital may admit persons 
without prior screening or referral by the chief or 
designee of the chief up to an amount of approxi
mately 10% of the beds in the hospital at any point 
in time. 

(m) When a patient is deemed ineligible by the chief or 
the Director for admission, the reason for refusal 
shall be documented and alternatives for treatment 
discussed with the proposed patient and family if 
indicated. 

(n) If more than 3% per month of the persons who are 
recommended for admission by the chief of the MHMRA 
screening and referral service are refused admit
tance, the chief and the Director shall confer to 
reaffirm admission policies. 

Sec. 5. Discharge 

(a) The Director of the hospital or the attending 
physician shall make the final decision on a 
patient's discharge. 
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(b) Upon discharge, aftercare planning for patients of 
the hospital will be provided to each on an indi
vidual basis. 

(c) The hospital will integrate extensively with the 
network of community clinics operated by MHMRA, The 
University of Texas Health Science Center at 
Houston, and others. This integration shall 
include case management services. 

(d) To enable continuity of care to occur, it shall be 
the goal of the hospital to furnish a discharge 
summary on patients referred to MHMRA within 10 
days of discharge. An operating policy to achieve 
this goal shall be established. 

Sec. 6. Transfer 

Patients needing care for longer periods of time than 
provided by acute or intermediate care will be transferred in 
coordination with MHMRA to the Austin State Hospital or to 
other TDMHMR facilities, or other appropriate facilities. 

Sec. 7. Continuity of Care 

Whenever appropriate, MHMRA shall provide continuity of 
care services to transferred and discharged patients from the 
hospital. 

Sec. 8. Assistance to Harris County Courts 

MHMRA staff will coordinate and provide all Harris 
County Court interactions required of the hospital including: 

(a) testimony in court; 

(b) recommendations for least restrictive treatment 
alternatives; and 

(c) coordination with related Harris County agencies. 

Sec. 9. Amendment of Policy Statement 

(a) The Harris County Psychiatric Center Admission, 
Discharge, and Transfer Policy Statement may be 
amended in writing at any time. 

HAC - 68 



(b) The recommendation of the Director or the chief of 
the MHMRA screening and referral service with 
respect to any proposed amendment shall be 
considered. 

(c) Any proposed amendment shall be considered by the 
authorized representatives of the Texas Board of 
Mental Health and Mental Retardation, the Commis
sioners' Court of Harris County, the Board of 
Trustees of the Mental Health and Mental Retarda
tion Authority of Harris County, and the Board of 
Regents of The University of Texas System. 

(d) The authorized representatives may adopt, modify, 
or refuse to accept any proposed amendment. 

(e) Any amendment to this Policy Statement shall not be 
effective until finally approved by each of the 
Boards and the Commissioners' Court. 
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11. U. T. Health Science Center - San Antonio: Proposed 
Appointment to the Meadows/San Antonio Area Foundation 
(Semp Russ) Research Professorship in Child Psychiatry 
Effective December 5, 1985.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation by 
President Howe to appoint Graham A. Rogeness, M.D., as the ini
tial holder of the Meadows/San Antonio Area Foundation (Semp 
Russ) Research Professorship in Child Psychiatry at the U. T. 
Health Science Center - San Antonio effective December 5, 1985. 

BACKGROUND INFORMATION 

In 1975, Graham A. Rogeness, M.D., became a member of the 
Department of Psychiatry at the U. T. Health Science Center -
San Antonio and is currently a tenured Associate Professor. 
Dr. Rogeness is known as an outstanding scholar, clinician, 
and teacher of medical students and residents. His research 
led to the original discovery that there appears to be a bio
logical marker in children with certain types of behavioral 
disorders. Dr. Rogeness is certified by the American Board 
of Psychiatry and Neurology in Adult and Child Psychiatry, and 
is a member of professional organizations relating to child 
psychiatry. 

The U. T. Board of Regents designated the Meadows/San Antonio 
Area Foundation (Semp Russ) Research Professorship 1n Child 
Psychiatry at the August 1985 meeting. 

12. U. T. Cancer Center: Proposed Appointment to the John G. 
and Marie Stella Kenedy FoUndation Chair Effective Jan
uary 1, 1986.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
by President LeMaistre to appoint Lester J. Peters, M.D., as 
the initial holder of the John G. and Marie Stella Kenedy 
Foundation Chair at the U. T. Cancer Center effective Jan
uary 1, 1986. 

BACKGROUND INFORMATION 

Lester J. Peters, M.D., is currently Head of the Division of 
Radiotherapy, Chairman of the Department of Clinical Radio
therapy, Radiotherapist and tenured Professor of Radiotherapy 
at the U. T. Cancer Center. Dr. Peters received his medical 
degree in 1966 from the University of Queensland Medical School, 
Brisbane, Australia. Dr. Peters is a member of the American 
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College of Radiology and is recognized internationally as a 
researcher in clinical and laboratory investigation of radio
therapy. He is involved in the activities of the National 
Cancer Institute and is a member of all the major professional 
organizations relevant to radiation research and therapy. 

The John G. and Marie Stella Kenedy Foundation Chair was 
established at the June 1983 meeting of the U. T. Board of 
Regents. 

13. u. T. Cancer Center: Proposed Appointment to the Olga 
Keith and Harry Carothers Wiess Chair in Diagnostic 
Radiology Effective January 1, 1986.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
by President LeMaistre to appoint Gerald D. Dodd, Jr., M.D., 
as the initial holder of the Olga Keith and Harry Carothers 
Wiess Chair in Diagnostic Radiology at the u. T. Cancer Center 
effective January 1, 1986. 

BACKGROUND INFORMATION 

Gerald D. Dodd, Jr., M.D., is Head of the Division of Diagnos
tic Imaging, Chairman of the Department of Diagnostic Radiology, 
Radiologist and tenured Professor of Radiology at the U. T. 
Cancer Center. Dr. Dodd received his medical degree in 1974 
from Jefferson Medical College, Philadelphia, Pennsylvania. 
He is certified by the American Board of Radiology, a member 
of numerous prestigious organizations, societies and editorial 
boards, and active on many professional committees at the local 
state, national, and international levels. Dr. Dodd is con
sidered to be a leader in the field of diagnostic radiology. 

The Olga Keith and Harry Carothers Wiess Chair in Diagnostic 
Radiology was established at the December 1983 meeting of the 
u. T. Board of Regents. 
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Buildings and Grounds Committee 



Date: 

Time: 

BUILDINGS AND GROUNDS COMMITTEE 
COMMITTEE CHAIRMAN RHODES 

December 5, 1985 

Place: 

Following the meeting of the Health Affairs Committee 

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

1. 

2. 

3. 

4. 

5 . 

6. 

7 . 

8. 

U. T. Arlington - E. H. Hereford University 
Center - Addition and Remodeling (Project 
No. 301-552): Recommendation to Increase 
the Total Project Cost, Award Alternate Bid 
and Additional Appropriation Therefor 

U. T. Arlington: Proposed Agreement with 
Ames-Teague Joint Venture, Dallas, Texas, 
Involving a Ground Lease and Construction of 
a Parking Facility to be Operated by U. T. 
Arlington 

U. T. Austin - Expansion of Physical Plant 
Facilities, Phase I (Project No. 102-454): 
Request for Authorization to Advertise for 
Bids and for Executive Committee to Award 
Contracts; and Additional Appropriation 
Therefor 

u. T. Austin - Residence Halls - Emergency 
Lighting System: Request for Approval of 
Preliminary Plans and for Authorization to 
Prepare Final Plans; Submission to Coordi
nating Board and Subject to Approval, 
Authorization to Advertise for Bids and for 
Executive Committee to Award Contracts, 
and Additional Appropriation Therefor 

U. T. Austin - Scott House - Sweetbrush -
Renovation and Additions (Project No. 102-582): 
Request for Approval of Final Plans for 
Additions; Approval of Increased Project Cost; 
Authorization to Advertise for Bids; Executive 
Committee to Award Contract; and Additional 
Appropriation Therefor 

U. T. Dallas - Multipurpose and Engineering 
Start-Up Facility: Request for Project 
Authorization; Appointment of Project 
Architect to Prepare Preliminary Plans; and 
Appropriation Therefor 

U. T. Dallas: Recommendation for Approval to 
Enter Into a Ground Lease With a Private 
Entity for the Provision of Student Housing 

U. T. El Paso - Physical Plant Facilities 
(Project No. 201-563): Request for Autho
rization to Advertise for Bids and for Exec
utive Committee to Award Contracts and 
Additional Appropriation Therefor 
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9. U. T. El Paso: Recommendation for Approval 
of a Ground Lease to the City of El Paso 
to Provide a Site for a Sesquicentennial 
Monument 

10. U. T. Permian Basin: Request for Authori
zation to Purchase Computer Equipment and 
Appropriation Therefor 

11. U. T. Permian Basin - Mesa Building Reroofing, 
Phase I: Request for Project Authorization; 
Preparation of Final Plans and Specifications; 
Advertisement for Bids; Award of Contract; 
and Appropriation Therefor 

12. U. T. San Antonio: Recommendation for 
Approval to Enter Into a Ground Lease with a 
Private Entity for the Provision of Student 
Housing 

13. u. T. Tyler - Space Completion and Renovation: 
Request for Project Authorization; Appoint
ment of Project Architect to Prepare Final 
Plans; Submission to Coordinating Board; and 
Appropriation Therefor 

14. U. T. Health Science Center -Dallas: Appro
priation of Permanent University Fund Bond 
Proceeds for the Fiscal Year 1986 Equipment 
Allocation for Regenta1 Professors Michael 
Brown and Joseph Goldstein 

15. u. T. Health Science Center - Dallas - Parking 
Garage No. 3 - Two-Level Addition: Request 
for Approval of Final Plans; Authorization to 
Advertise for Bids and for Executive Committee 
to Award Contracts; and Additional Appropria
tion Therefor 

16. u. T. Health Science Center - San Antonio -
Basic Science Building Fifth Level Completion: 
Request for Project Authorization; Appointment 
of Project Architect for Preliminary Plans; 
and Appropriation Therefor 

17. U. T. Health Science Center- San Antonio
Expansion of Clinical Science Teaching Space: 
Request for Project Authorization; Appointment 
of Project Architect to Prepare Preliminary 
Plans; and Appropriation Therefor 

18. U. T. Cancer Center - Modification and Reno
vation of M. D. Anderson Hospital (Project 
No. 703-589): Approval of Final Plans for 
Phase I; Submission to Coordinating Board; 
and Authorization to Advertise for Bids and 
for Executive Committee to Award Contracts 

19. U. T. Health Center - Tyler - Ambulatory 
Care Facilities: Request for Project Analy
s~s; Appointment of Consulting Architect; 
and Appropriation Therefor 
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20. u. T. Health Center - Tyler -Medical Resident 
Housing- (Project No. 801-601): Presentation 
of Preliminary Plans; Request to Submit to 
Coordinating Board; Request for Completion of 
Final Plans; and Additional Appropriation 
Therefor 
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1. u. T. Arlington- E. H. Hereford University Center -
Addition and Remodeling (Pro]ect No. 301-552): Recom
mendatlon to Increase the Total Project Cost, Award 
Alternate Bld and Addltional Approprlatlon Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Nedderman that the U. T. Board of Regents: 

a. Approve an increase in the total project cost 
for E. H. Hereford University Center - Addi
tion and Remodeling project at U. T. Arlington 
in the amount of $665,000 to provide a theater 
that was bid as Alternate No. 2 resulting in a 
revised total project cost of $12,300,000 

b. Authorize the Office of Facilities Planning and 
Construction to issue a change order to the 
construction contract with Cadenhead - Rangaire, 
Inc., Fort Worth, Texas, adding Alternate Bid 
No. 2 in the amount of $1,385,000 to the con
struction contract 

c. Appropriate $665,000 from Interest on U. T. 
Arlington Combined Fee Revenue Bond Proceeds 
for total project funding. Previous appro
priations have been $1,000,000 from the same 
source, $10,000,000 from U. T. Arlington Com
bined Fee Revenue Bond Proceeds, $500,000 from 
Student Union us·e Fee Revenues and $135,000 
from Interest on Local Funds 

This item requires the concurrence of the Academic Affairs and 
Finance and Audit Committees. 

BACKGROUND INFORMATION 

Through actions of Executive Committee Letter 86-3 (Item __ 2_, 
Page Ex.C- 4), the U. T. Board of Regents has awarded a con
structlon contract for the E. H. Hereford University Center -
Addition and Remodeling to the lowest responsible bidder, 
Cadenhead- Rangaire, Inc., Fort Worth, Texas, for the Base 
Bid in the amount of $9,000,DOO. 

When the bids for the project were received, seven alternate 
bid items were included, although none were initially recom
mended for award. 

After considerable review of the favorable bids, it is believed 
to be in the best interest of the University to complete the 
project by including the 9,615 gross square foot theater por
tion identified as Alternate Bid No. 2. 

This project was initially authorized by the U. T. Board of 
Regents in December 1983, at an estimated total project cost of 
$12,300,000. At that time, background information indicated the 
intention to provide plans which would include a base proposal 
plus a theatre alternative should funds be available. 

B&G - 4 



In October 1984, preliminary plans for the project were approved 
by the u. T. Board of Regents at an estimated project cost of 
$12,300,000. 

Also in October 1984, the total estimated project cost of 
$12,300,000 was approved by the Coordinating Board. 

In June 1985, final plans were approved by the U. T. Board of 
Regents at a revised total project cost of $11,635,000. At 
that time, it was the opinion of U. T. Arlington Administra
tion that this was all that could be appropriated for the base 
bid award, and that they would reevaluate their position on 
alternate bid items after bids were received. 

The additional appropriation needed to award the theater in 
Alternate No. 2 can be made from the interest on the proceeds 
of the $10,000,000 bond issue from cash funds which will be 
distributed over the period of the project. 

2. U. T. Arlington: Proposed Agreement with Ames-Teague 
Joint Venture, Dallas, Texas, Involving a Ground Lease 
and Construction of a Parking Fac~l~ty to be Operated 
by U. T. Arllngton.--

EXPLANATION 

Administrative officers of U. T. Arlington have held discus
sions with representatives of Ames-Teague Joint Venture, 
Dallas, Texas, concerning joint development of a parking 
garage for students and faculty. Ames-Teague has submitted 
a proposal document outlining the general concept of the proj
ect and has submitted a draft ground lease for preliminary 
discussion purposes. The proposal would involve a ground lease 
of a designated portion of the U. T. Arlington campus from the 
U. T. Board of Regents to Ames-Teague, who would then finance 
and construct a multi-level parking facility of 360 spaces. 
Actual operation and maintenance of the garage would be handled 
by U. T. Arlington, who would receive an annual rental, plus a 
variable percentage participation in the profits from the park
ing fees. 

Most preliminary analysis necessary to evaluate the feasi
bility of this project has been completed; however, the final 
terms of the ground lease are still being negotiated. If 
negotiations of the lease are completed and a recommendation 
can be formulated in a timely manner, such recommendation, 
along with all necessary background documents, will be mailed 
to the U. T. Board of Regents at the earliest possible date. 

This item requires the concurrence of the Academic Affairs 
Committee. 
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SUPPLEMENTAL MATERIAL 

BUILDINGS AND GROUNDS COMMITTEE 

December 5-6, 1985 

2. u. T. Arlington: Proposed Agreement.with Ames-Teague 
Joint Venture, Dallas, Texas, InvolvLng a Ground Lease 
and Construction of a Parking Facility to be Operated 
by U. T. Arlington.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Nedderman that the u. T. Board of Regents: 

a. Authorize the Office of the Chancellor and 
the Office of General Counsel to conclude 
negotiations on a ground lease agreement, 
leasing a tract of the U. T. Arlington campus 
to Ames-Teague Joint Venture, Dallas, Texas, 
as a site for a four-level parking garage 
substantially in the form attached as Attach
ment A 

b. Authorize the Office of the Chancellor and 
the Office of General Counsel to conclude 
negotiations on a property management agree
ment with Ames-Teague Joint Venture for 
operation and management of the parking garage 
by u. T. Arlington substantially in the form 
attached as Attachment B 

It is further recommended that upon satisfactory conclusion of 
negotiations, represented by documents substantially in the 
form of Attachments A and B hereto, the Executive Committee of 
the U. T. Board of Regents be authorized to approve said 
documents. 

BACKGROUND INFORMATION 

Negotiations for provision of a multi-level parking garage on 
the u. T. Arlington campus have reached the point represented 
by the attached documents. The documents provide a generally 
acceptable framework for this project, but details remain to 
be worked out. 
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The proposed project includes a 30-year ground lease of a tract 
on the U. T. Arlington campus to Ames-Teague Joint Venture, 
which will provide for the financing and construction of a 
four-level, 360 space parking garage. 

The ground lease would grant to Ames-Teague a right of first 
refusal to build any additional multi-level parking facilities 
desired by U. T. Arlington during the first fifteen years of 
the lease. The ground lease would grant to the U. T. Board of 
Regents the right to purchase the parking garage and all 
improvements on the leased premises (subject to the approval 
of the Coordinating Board, Texas College and University 
System) at an appraised price at any time after the fifth 
year of the lease. If not purchased earlier, all improvements 
will revert to the U. T. Board of Regents at the expiration of 
the lease. 

Under the proposal, management and operation of the parking 
garage will be the responsibility of U. T. Arlington under a 
property management agreement, and Ames-Teague would pay U. T. 
Arlington a fee equal to all costs reasonably incurred by U. T. 
Arlington in operating the garage, excepting only charges for 
electricity. 
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GROUND LEASE 

BY AND BETWEEN 

THE BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 
FOR THE USE AND BENEFIT OF 

THE UNIVERSITY OF TEXAS AT ARLINGTON 

OWNER 

and 

AMES-TEAGUE JOINT VENTURE, 
a Texas joint venture 

LESSEE 

ATTACHMENT A 



ARTICLE I 
DEMISE AND COVENANTS AND WARRANTIES OF OWNER 

Section 1.1. Demise of Premises ........................... 2 

Section 1.3. Warranties ................................... 2 

Section 1.4. Quiet Enjoyment .............................. 3 

Section 2 .1. 

Section 2.2. 

Section 2.3. 

Section 2.4. 

Section 2.5. 

Section 2.6. 

Rent 

ARTICLE II 
SPECIAL COVENANTS AND AGREEMENTS OF OWNER 

Right of First Re~usal ........................ 3 

Right of Lessee to Expand Project ••••••••••••• 4 

Electricity ................................... 4 

Promotion of Project ... ....................... 5 

Enforcement of Parking Regulations •••.•••.••.• B 

Default by Owner .............................. a 

ARTICLE III 
RENT 
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ARTICLE IV 
USE OF THE PROPERTY AND MATTERS CONCERNING CONSTRUCTION 

Section 4 .1. Use of the Property . ...•.••.••••••......•••..• 9 

Section 4. 2. Construction by Lessee .. ~ ......•............. lO 

Section 4. 3. Force Majeure ..•.•••....•••.•................ 12 

Section 4.4. Signs . ....................................... 14 

Section 4.5. Failure to Complete Construction ••.••....•••. l4 

Section 4.6. Competing Facilities ......................... l5 
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ARTICLE V 
TAXES, CHARGES, LIENS AND PERMITTED CONTESTS 

Section 5.1. Taxes ..••••••••••••.•.•.....••.••••...••.•••• 15 

Section 5.2. Charges . ................................... ~ .16 
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ARTI.CLE VI 
OPERATION, MAINTENANCE AND REPAIR 

Section 6.1. Operation, Maintenance and Repair •.•••.••...• l7 

Section 6.2. Charges for Parking .......................... l9 

Section 7 .1. 

Section 7.2. 

Section 7. 3. 

Section 7.4. 

Section 7.5. 

ARTICLE VII 
INSURANCE 

Casualty Insurance ........................... l9 

Liability Insurance .......................... 21 

Business Interruption Insurance •••••••••.•••. 22 

Subrogation .................................. 22 

Blanket Policies ........ ..................... 23 

ARTICLE VIII 
OWNERSHIP 

Section 8.1. Title to Improvements ........................ 23 

Section 8.2. Owner's Option to Purchase The Project •.••••. 24 

Section 8.3. Surrender ............................ ~ ....... 24 

ARTICLE IX 
ASSIGNMENT AND SUBLETTING; CONTROL OF LESSEE 

Section 9.1. Assignment ................................... 25 

Section 9.2. Subleases .................................... 26 
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ARTICLE X 
DEFAULT AND RIGHT TO CURE 

Section 10.1. Events of Default ....•......•.......•..•..... 26 

Section 10.2. Rights of OWner Upon Default ••••••••••••••••• 26 
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GROUND LEASE 

THIS GROUND LEASE ("Lease") is made and entered into as 

of the ___ day of 1985, by and between The Board of 

Regents of The University of Texas System for the use and benefit 

of the University of Texas at Arlington (herein called the 

"Owner") and Ames-Teague Joint Venture, a Texas joint venture 

(herein called "Lessee"). 

Defined terms used in this Lease, which are designated 

by the capitalization of the first lettez thereof, shall have, 

unless the same are otherwise expressly· defined herein or the 

context otherwise requires, the respective meanings set forth in 

Article XV of this Lease. 

Owner desires to lease and demise all of its right, 

title and interest in and to the real property described on 

Exhibit A attached hereto and Lessee desires to lease all of such 

real property from Owner upon the terms and conditions herein set 

forth. 

Therefore, and in consideration of Ten Dollars ($10.00) 

and other good and valuable consideration, the receipt and suffi

ciency of which is hereby acknowledged, and in consideration of 

the mutual covenants and obligations contained in this Lease, 

Owner and Lessee agree as follows: 
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ARTICLE I 

Demise and Warranties of Owner 

Section 1.1. Demise of Premises. Owner does hereby 

lease and demise unto Lessee and Lessee does hereby lease and 

hire from Owner, the Premises and all improvements now or here-

after situated on the Premises, for a term commencing as of the 

date of this Lease and continuing in full force and effect for 

thirty (30) years thereafter, ending midnight of ----------------' 
2015 unless this Lease is terminated earlier pursuant to the pro-

. 
visions hereof (herein referred to as the "Term"). 

Section 1.2. Warranties. Owner represents and warrants 

to Lessee that it has full right and lawful authority to enter 

into this Lease; that it is lawfully seized of indefeasible 

record fee simple title to the Premises; that the Premises are 

free and clear of all liens, exceptions, restrictions and encum-

brances, except for the Permitted Encumbrances set forth on 

Exhibit B attached hereto. Owner hereby binds itself and its 

successors and assigns to forever warrant and defend the Premises 

and every part thereof, subject to the Permitted Encumbrances, 

unto Lessee, its successors and assigns, against the claims and 

demands of every person whomsoever claiming the same or any part 

thereof prior to and/or during the Term. 
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Section 1. 3. Quiet Enjoyment. Owner covenants that 

Lessee, upon paying the Rent and all other sums as herein pro

vided and observing and keeping the covenants, agreements and 

stipulations of this Lease on its part to be kept, shall and may 

peaceably and quietly have, hold, occupy and enjoy the Premises 

during the Term of this Lease. 

ARTICLE II 

Special Covenants and Agreements of Owner 

Section 2.1. Right of First Refusal. Should Owner deem 
-

it necessary or desirable at any time or times during the first 

fifteen (15) years of the Term of thi~ Lease to construct 

additional multi-level parking facilities on the campus of The 

University of Texas at Arlington, Owner hereby covenants that it 

shall provide Lessee the right to construct, operate and maintain 

such addi tiona! multi-level parking facilities upon such terms 

and conditions as Owner and Lessee shall mutually agree. Should 

Owner receive a bonafide offer from a third party to construct 

additional multi-level parking facilities on the campus of The 

University of Texas at Arlington during the first fifteen (15) 

years of the Term of this Lease, Owner hereby covenants that it 

shall first provide Lessee the opportunity to perform such 

construction upon substantially the same terms and conditions as 

set forth in such bonafide offer. Lessee shall have sixty (60) 
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days following notice from OWner of such bonafide offer in which 

to decide whether to exercise its right of first refusal to 

construct additional multi-level parking facilities and failure 

of Lessee to so notify Owner within such sixty (60) day period 

shall constitute a waiver of such right of first refusal with 

respect to such bonafide offer but shall not constitute a waiver 

of any future bonafide offer. 

Section 2.2. Right of Lessee to Expand Project. Owner 

hereby agrees that Lessee shall have the right, but not the obli-
. 

gation to expand the Project vertically to accommodate a greater 

number of vehicles should the demand for parking spaces in the 

Project warrant such expansion, provided, however, such expansion 

shall be limited to a maximum of two (2) additional levels. 

Lessee shall provide Owner written notice of its intention to 

expand the Project one hundred twenty ( 120) days prior to the 

date construction of such expansion is to commence. 

Additionally, all construction shall be subject to the terms and 

provisions set forth herein concerning Owner's right of approval 

of plans and specifications, changes thereto and the obligation 

of Lessee to perform such construction in a good and workmanlike 

manner. 

Section 2.3. Electricity. Owner hereby covenants and 

agrees that the Project and any signs associated therewith shall 
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be connected to The University of Texas at Arlington's electrical 

power system and that the cost of all electrical power utilized 

by the Project shall be borne by Owner. 

Section 2.4. Promotion of Project. Owner hereby 

covenants and agrees that it shall cooperate with Lessee, and 

shall cause the administration of The University of Texas at 

Arlington to cooperate with Lessee, in promoting the use of the 

Project by the Administration, faculty, staff and students of The 

University of Texas at Arlington and visitors to the campus of 
. 

The University of Texas at Arlington and shall take no action 

which could or may adversely impact upon t~e use or operation of 

the Project. In connection with the foregoing, Owner's obliga-

tion to promote the use of the Project shall include the 

following: 

(a) Owner shall allow Lessee to participate in the 

registration procedure whereby students register 

for classes in the forthcoming semester and shall 

allow Lessee to provide each student the oppor

tunity to purchase a pass at the registration 

procedure which would enable such student to park 

within the Project during the forthcoming semester. 

Should the registration procedure at any time in 

the future become computerized so that any student 
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wishing to pre-register or register for classes in 

the forthcoming semester may do so through the use 

of computer software, an option shall be provided 

to each registrant through the computerized or 

automated system whereby each registrant has the 

right to purchase a parking pass for parking within 

the Project during the forthcoming semester. Owner 

shall further cooperate with Lessee in collecting 

and disbursing to Lessee any sums received from 
. 

students with respect to the purchase of parking 

passes at the registration prdcedure. 

(b) Owner shall not require a decal or permit to be 

placed on any vehicle in order to allow such 

vehicle access to the Project or the campus of The 

University of Texas at Arlington. Should a student 

or other person affiliated with the University of 

Texas at Arlington who has purchased a pass 

enabling such person to park in the Project be 

unable to utilize the Project for parking because 

the Project is full, Owner hereby covenants and 

agrees that such person shall be entitled to park 

in any student parking lot on the campus of The 

University of Texas at Arlington by displaying on 
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the dashboard of their vehicle the pass entitling 

such person to park in the Project. 

(c) Owner shall not block nor change the configuration 

of the existing streets in such a manner as to 

block any access currently in place leading to the 

Premises. 

(d) Owner shall include a description of the Project in 

all promotional materials relating to The Univer

sity of Texas at Arlington including, without limi-
-

tation, a designation of the site of the Project on 

all maps promulgated by Owner;··a description of the 

Project in the University Catalog, and a descrip

tion of the' Project in any forthcoming parking 

regulations promulgated by the Police Department of 

The University of Texas at Arlington. 

(e) All visitors to the campus of The University of 

Texas at Arlington shall be encouraged to utilize 

the Project and shall be informed of the 

availability of the Project for parking while 

visiting the campus of The University of Texas at 

Arlington. 
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Section 2.5. Enforcement of Parking Regulations. Owner 

hereby covenants and agrees that it shall, and shall cause the 

Administration of The University of Texas at Arlington, to 

enforce all traffic and parking regulations currently or in the 

future implemented by The University of Texas at Arlington Police 

Department regulating parking upon the campus of The University 

of Texas at Arlington. Owner hereby agrees that failure of Owner 

and the Administration of The University of Texas at Arlington to 

enforce such traffic and parking regulations shall cause 
. 

irreparable harm to the operation of the Project and shall render 

the Project economically unfeasable. 

Section 2. 6. Default by Owner. Failure of the Owner 

and the Administration of The University of Texas at Arlington to 

comply with the provisions of this Article II and the expiration 

of thirty (30) days following written notice from Lessee to Owner 

setting forth the specific provisions of this Article II with 

which Owner has failed to comply shall constitute a default by 

the Owner hereunder whereupon: 
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(a) Lessee may cease to pay Rent until such default has 

been remedied; 

(b) Lessee shall not be obligated to perform any of the 

terms, covenants, provisions and obligations of 

Lessee set forth herein until such default has been 

remedied; and 

(c) Lessee shall be entitled to enforce the foregoing 

obligations of Owner and the Administration of The 

University of Texas at Arlington by any and all 

remedies which Lessee may have for breach of 

covenant at law or in equity. 

ARTICLE III 

Rent 

During the Term of this Lease, Lessee covenants to pay 

to Owner rental in an amount equal to $100.00 per year. Such 

rental shall be due and payable in advance beginning on the date 

hereof and continuing annually thereafter or may be prepaid. 

ARTICLE IV 

Use of the Property and Matters Concerning Construction 

Section 4 .1. Use of the Property. Lessee covenants 

that it will use the Property only for the development and opera

tion of the Project, including uses now or hereafter customarily 
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related to or connected with the operation of a parking 

facility. 

shall be 

Owner and Lessee covenant and agree that the Project 

for the exclusive use and benefit of the students, 

faculty, employees and guests of Owner and is, therefore, related 

to the performance of the duties and functions of a public 

university of the State of Texas. 

Section 4.2. 

its sole cost and 

Construction by Lessee. 

expense, to construct the 

Lessee agrees, at 

Project on the 

Premises substantially in accordance with the plans and spec

ifications described and identified on Exhibit C attached hereto, 

which plans and specifications have heretofore been approved by 

Owner and Lessee. Lessee agrees to complete such construction 

and open the Project on or before August 15, 1986. In the event 

that Lessee desires to alter substantially the plans and 

specifications described on Exhibit C hereto, Lessee shall 

deliver to Owner additional plans and specifications in respect 

thereto for its review and further approval. Such approval, if 

given by Owner shall be given in writing and shall not be 

unreasonably withheld or delayed. Owner agrees that it will not 

use its right to grant or withhold any such approval as a means 

to obtain increased Rent or to extract other economic concessions 

from Lessee. Rather, Owner agrees to make its decision, as to 

whether to grant or withhold approvals of any proposed changes in 
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the plans and specifications, based solely on its evaluation of 

whether, if a proposed change is made, the Project will be 

constructed in a manner consistent with the construction of a 

high quality parking facility and compatible with the 

architectural design of the surrounding buildings. Owner will 

cooperate with Lessee to enable Lessee to obtain any necessary 

zoning changes or necessary approval of governmental authorities 

or other parties for easements, utilities, party wall agreements 

and other matters reasonably necessary to enable Lessee to 

construct and operate the Project. Lessee covenants that from 

and after the commencement of construction of: ·the Project, Lessee 

will cause such construction to be prosecuted with due diligence, 

in a good and workmanlike manner, substantially in accordance 

with all plans and specifications theretofor approved by Owner 

and Lessee and in accordance with all Regulations and will cause 

such construction to be completed free of any Lien except 

Leasehold Mortgages. 

The plans and specifications for 

provide that the exterior of the building 

the Project shall 

to be constructed 

thereunder shall provide for a high quality brick veneer in the 

appropriate areas on the exterior of such building. Said brick 

shall be of comparable quality and style to those bricks used on 

the exterior of other buildings located on the campus of Owner. 
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Notwithstanding the foregoing provisions of this Section 

4.2 or any other covenant or agreement of Lessee herein contained 

regarding the obligation of Lessee to construct the Project, 

Lessee's obligations hereunder with respect to the construction 

of the Project are expressly contingent upon Lessee obtaining 

sui table financing upon terms and conditions acceptable in all 

respects to Lessee. Should Lessee fail to obtain construction 

suitable financing within forty-five (45) days from the date of 

this Lease, the obligations of each party hereto shall cease and 

this Lease shall henceforth become void and of no further force 

and effect. 

Section 4.3. Force Majeure. The time for the per

formance of Lessee's obligations relative to the construction, 

restoration, repair, operation and maintenance of the Project as 

provided for in this Lease shall be extended for the period that 

such performance is prevented by failure of Owner to perform 

actions hereunder required to be performed by Owner: any 

arbitration, legal proceeding or other litigation by or against 

Lessee relative to the construction, restoration or repair of the 

Project in which Lessee is involved in good faith and not merely 

for purposes of delay: acts of God, force majeure, strikes, labor 

disputes, work stoppages, riots, insurrections, or by the act of 

any governmental agency or authority restricting or curtailing 
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the erection, restoration or repair of the Project; or other 

causes beyond the reasonable control of Lessee, including, but 

not limited to inclement weather over and above the normal 

expected delays due to weather or the inability of Lessee to 

procure and obtain building materials as a result of any order, 

law or decree of any governmental authority or agency; or any 

other Unavoidable Delay. "Unavoidable Delay" shall mean all 

failures or delays in a party's performance of its obligations 

hereunder not within such party's reasonable control, including 
. 

without limitation, the impossibility of such performance which 

shall result from or be caused by any :arbitration, legal 

proceedings or other litigation threatened, instituted by or 

against or defended by such party, in good faith, and not merely 

for purposes of delay, acts of God, acts of the public enemy, 

wars, blockades, epidemics, earthquakes, .._ storms, floods, 

explosions, strikes, labor disputes, work stoppages, riots, 

insurrections, breakage or accident to machines or lines of pipe 

or mains, lawful acts of any governmental agency or authority 

restricting or curtailing the construction of the Project or 

withholding or revoking necessary consents, approvals, permits or 

licenses, inability to procure and obtain needed building 

materials (provided such party who is unable to do so makes 

reasonable efforts to procure satisfactory substitute materials 
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if practical) whether as a result (directly or indirectly) of any 

lawful order, law or decree of any governmental authority or 

agency or otherwise, and any other cause whether of the kind 

herein referred to or otherwise; provided, that such party shall 

pursue with reasonable diligence the avoidance or removal of such 

delay. The inability or refusal of a party to settle any labor 

dispute shall not qualify or limit the effect of Unavoidable 

Delay. 

Section 4.4. Signs. Owner hereby covenants and agrees 

that Lessee shall be allowed to construct three (3) directional 

signs (not to exceed six (6) feet square each}-which shall direct 

vehicles to the Project and indicate the available parking spaces 

within the Project on South Cooper Street and Campus Drive 

provided that such signs are aesthetically compatible with the 

campus of The University of Texas at Arlington. Lessee shall 

also be granted the right in connection with the construction of 

such signs, to lay conduit along existing roads or rights-of-way 

from the Project to the location of such signs. Additionally, 

Lessee shall have the right to construct a sign on the exterior 

of the Project which indicates that the Project is a public 

parking facility. 

Section 4. 5. Failure to Complete Construction. The 

Project shall be completed and ready for use by September 15, 
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1986. In the event that construction of the Project is not 

completed on or before September 15, 1986, the Owner shall be 

entitled to receive, as its sole remedy, Five Hundred Dollars 

($500.00) per day after September 15, 1986 until the Project is 

completed and ready for use. The foregoing is subject to any 

Unavoidable Delay as defined in Section 4.3. 

Section 4.6. Competing Facilities. Owner hereby 

covenants and agrees, as a material inducement to Lessee and in 

consideration of Lessee's agreements set forth herein, that it 
. 

or any third party on its behalf or with its consent will not 

construct, operate or maintain any additional multi-level parking 

facilities within two thousand feet (2,000') of the Project until 

after the expiration of the fifteenth (15th) year of the Term. 

The foregoing shall not be applicable to any multi-level parking 

facilities which are constructed by Owner or any other party 

after Lessee has waived its right of first refusal in accordance 

with Section 2.1 hereof. 

ARTICLE V 

Taxes, Charges, Liens and Permitted Contests 

Section 5.1. Taxes. Lessee covenants to discharge and 

pay all Taxes on or before the last day on which they may be paid 

without penalty. 
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Section 5. 2. Charges. Lessee covenants that it shall 

pay when due all Charges incurred during the Term with respect to 

the Property. 

Section 5. 3. Evidence of Payment and Proration. Upon 

written request of Owner, Lessee agrees to furnish and deliver to 

Owner, within thirty (30) days after receipt of such written 

request, copies of receipts evidencing the payment of all Taxes 

and Charges within the eighteen (18) months immediately preceding 

such request. All Taxes and Charges during the first calendar 
. 

year of the Term and the calendar year in which the Term expires 

shall be prorated between Owner and Lessee based on the execution 

date of this Lease and calculated on a daily basis. In no event 

shall Lessee be liable for or required to pay any assessments or 

Taxes applicable to any period of time prior to the date of this 

Lease, whether due to changes in land usage -or ownership or 

otherwise. 

Section 5.4. Liens. Lessee covenants that it will not 

create or permit to be created or to remain, and shall promptly 

discharge, at its sole cost and expense, any Lien upon the 

Property or any part thereof except for Leasehold Mortgages. 

Section 5. 5. Permitted Contests. Notwithstanding any 

provision in this Lease to the contrary, Lessee may contest (by 

appropriate legal proceedings conducted in good faith and with 

due diligence) the amount, validity or application, in whole or 
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in part, of any and all Taxes, Charges, Regulations or Liens~ 

provided that (i) Lessee shall give Owner prior written notice of 

such contest, (ii) Lessee shall first either make all contested 

payments (under protest if it desires) unless such proceeding 

shall suspend the payment or collection thereof or shall file or 

cause to be filed a bond in the amount of any contested payment 

with the appropriate authority, and (iii) Owner shall not be 

exposed thereby to any civil or criminal liability for failure to 

comply with any Regulation. Lessee agrees that it will pay any 

and all costs and expenses incurred in any such contest or 

bonding procedure and pay and discharge the amounts which shall 

be determined to be payable therein together with all penalties 

and fines resulting therefrom and will comply with any Regulation 

required thereby. If Owner is made a party to any such contest 

by or at the instance of Lessee or any other party, Lessee shall 

indemnify, defend and hold harmless Owner in connection with such 

contest including the payment of all reasonable attorneys fees 

and other expenses. 

ARTICLE VI 

Operation, Maintenance and Repair 

Section 6.1. Operation, Maintenance and Repair. Owner 

and Lessee agree that the operation, maintenance and repair of 

the Project shall be the sole responsibility of Lessee. Lessee 

shall have the right to contract with Owner or any other person 
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or entity to discharge Lessee's duties with respect to the 

operation, maintenance and repair of the Project. Lessee and 

OWner agree that Lessee's duties with respect to the operation, 

maintenance and repair of the Project for the first Fiscal Year 

of the Term shall be discharged by Owner pursuant to that certain 

Operating Agreement (herein called the "Operating Agreement") to 

be executed by and between Owner and Lessee. The Operating 

Agreement shall provide that Lessee shall pay a fee to Owner for 

the discharge by OWner of its duties under the Operating Agree

ment which fee shall be equal to the costs reasonably incurred by 

Owner in performing such duties including, wi-thout limitation, 

costs for labor, management, security and administration. Owner 

hereby agrees that it shall use its best efforts to operate the 

Project in the most efficient manner and shall seek to minimize 

the costs associated with such operation. Additionally, Lessee 

agrees to maintain the Project in a safe and clean condition at 

all times. If repairs are necessary to maintain the Project in a 

safe operating condition or for any other reason, Lessee agrees 

to undertake to perform such repairs as soon as possible, but in 

no event later than thirty ( 30) days after written notice to 

Lessee by Owner. If at any time during the Term, Owner deter-

mines the Project to be unsafe or unfit for use for any reason, 

Owner may close the Project provided that either (a) any Lease

hold Mortgagee and Lessee first consent in writing to such 
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closing and the duration of such closing or (b) a court of 

competent jurisdiction issues an order mandating such closing and 

the Project is closed only for so long as such order remains in 

effect. 

Section 6. 2. Charges for Parking. Owner shall impose 

no maximum or ceiling upon the amount Lessee may charge for 

parking within the Project or the amount Lessee may charge for a 

pass enabling a person to park a vehicle in the Project for an 

extended period of time, rather such rates are to be established 
. 

by Lessee in its sole judgement taking into consideration 

occupancy levels of the Project and market cond.:i:tions. 

ARTICLE VII 

Insurance 

Section 7 .1. Casualty Insurance. Our ing the Term of 

this Lease, Lessee will keep and maintain (or cause to be kept 

and maintained) in force policies of insurance on the Project or 

any replacements or substitutions therefor with deductibles in an 

amount which Lessee may reasonably desire (not exceeding one 

percent (1%) of the face amount of such insurance policy unless 

Owner approves a larger deductible), from and after commencement 

of construction of the Project, against Insurable Risks, and in 

all risk builder's risk completed value form during construction, 

in amounts sufficient to avoid the effects of co-insurance 

provisions of policies, that is, not less than one hundred 
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percent (100%) of actual replacement cost (exclusive of cost of 

excavation, foundations, footings below the surface of the ground 

or below the lowest basement level and costs of underground 

flues, pipes and drains). Such "actual replacement cost" shall 

be confirmed from time to time (but not more frequently than once 

in any twelve calendar months) at the request of Owner, by one of 

the insurers or, at the option of Lessee, by an appraiser, 

engineer, architect or contractor approved by the issuer of such 

insurance policy and paid by Lessee; 
. 

"Insurable Risks" shall mean those risks covered by the 

Texas Standard Form Fire and Extended Coverage·Policy (including 

fire and direct loss by windstorm, hurricane, hail, explosion, 

riot, civil commotion, smoke, aircraft and land vehicles); sonic 

shock wave;·and leakage from fire protective equipment. 

Such insurance shall be secured and maintained in a 

company or companies reasonably satisfactory to any Leasehold 

Mortgagee holding a Leasehold Mortgage (or if there be no 

Leasehold Mortgagee, then reasonably satisfactory to Owner), and 

shall be carried in the name of both Lessee and Owner, as 

coinsured, as their respective interests appear, shall contain a 

mortgage clause acceptable to Lessee's Leasehold Mortgagees, and 

shall expressly provide that any loss thereunder may be adjusted 

with Lessee and Lessee's Leasehold Mortgagees, but shall be 

payable to the Leasehold Mortgagee holding the Leasehold Mortgage 
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who shall agree to receive and disburse all proceeds of such 

insurance in accordance with Section 13.4 hereof. Lessee agrees 

to furnish Owner, and any Leasehold Mortgagee, with duplicate 

originals or copies of all such policies (or certificates 

evidencing such insurance), and to furnish and maintain with each 

of such parties, at all times, a certificate or certificates of 

the insurance carrier or carriers certifying that such insurance 

will not be cancelled without at least fifteen (15) days advance 

written notice to each of such parties. If Owner is notified of 
. 

the cancellation of any insurance policies required hereunder, 

then notwithstanding any of the other Terms of· :this Lease, Owner 

shall retain sufficient revenues from the Project to purchase 

such insurance policies. 

Section 7. 2. Liability Insurance. During the Term of 

this lease, Lessee agrees to secure and maintain in force, com-

prehensive general liability insurance issued by a company or 

companies reasonably satisfactory to Owner and any Leasehold 

Mortgagee with limits of not less than $5,000,000.00 with respect 

to bodily injury or death to any number of persons in any one 

accident or occurrence; nor less than $5,000,000.00 with respect 

to property damage in any one accident or occurrence. Lessee 

agrees to furnish and thereafter maintain with Owner and any 

Leasehold Mortgagee certificates of insurance to the effect that 

the above policy or policies of insurance are in force and that 
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the same will not be cancelled without fifteen (15) days advance 

written notice to OWner and any Leasehold Mortgagee. 

Section 7.3 Business Interruption Insurance. From and 

after completion of construction of the Project and for the 

remainder of the Term, Lessee agrees to secure and maintain in 

force, business interruption insurance for a Term of six ( 6) 

months or greater, issued by a company or companies reasonably 

satisfactory to Owner and any Leasehold Mortgagee. 

Section 7.4. Subrogation. To the extent permissible 
. 

under the laws of the State of Texas, and anything in this Lease 

to the contrary notwithstanding, Owner and Lessee each hereby 

waives any and all rights of recovery, claim, action or cause of 

action, against the other, its agents, officers, or employees, 

for any injury, death, loss or damage that may occur to persons 

or the Project, or any part thereof, or any pers6nal property of 

such party therein, by reason of fire, the elements, or any other 

cause which is insured against under the Terms of the policies of 

casualty insurance Lessee is required to provide then in effect 

hereunder, regardless of cause or origin, including negligence of 

the other party hereto, its agents, officers or employees, and 

covenants that no insurer shall hold any right of subrogation 

against such other party. All casualty insurance obtained by 

either Lessee or Owner hereunder, expressly including the 

property damage insurance described in this Article VI, shall 
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contain provisions whereby the insurer releases all rights of 

subrogation against both Owner and Lessee. The waiver of 

subrogation provided for herein shall be fully effective so long 

as such waiver does not invalidate or impair the coverage of any 

insurance provided for herein. 

Section 7. 5. Blanket Policies. Any insurance required 

to be maintained herein by Lessee may be effected under blanket 

insurance policies relating to the leased premises and other 

properties. 

ARTICLE VIII 

Ownership 

Section 8.1. Title to Project. Ownership of and title 

to the Project, and all machinery, equipment, fixtures and trade 

fixtures now or hereafter constructed, installed or placed upon 

the Premises and all additions, alterations, replacements and 

substitutions thereto when constructed, installed or placed upon 

the Premises and the Project, shall, until the expiration or 

earlier termination of this Lease, be and remain in Lessee. 

During the Term of this Lease, Lessee alone shall be entitled to 

claim for all taxation purposes depreciation on the Project, on 

all machinery, equipment and trade fixtures and on all additions, 

alterations, replacements and substitutions therefor now or 

hereafter constructed, installed or placed upon the Premises. 
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Section 8.2 Owner's Qption to Purchase The Project. At 

any time after the expiration of the fifth (5th) calendar year 

during the Term of this Lease, Owner shall have the option, but 

not the obligation, exercisable upon ninety (90) days prior 

written notice to Lessee, to purchase the Project for the cash 

purchase price or such other consideration as Lessee may specify, 

payable in full at the closing of such purchase, calculated in 

accordance with the following formula: 

Multiply the gross income derived from the operation of the 
Project during the previous fiscal year which had the highest 
gross income times the number of calendar years remaining in 
the Term of this Lease after the proposed closing of such 
purchase and discount the result to the date of the closing 
of such proposed sale using an annual discount factor of five 
percent ( 5%). 

Section 8. 3. Surrender. Upon the expiration of the -Term of this Lease, Lessee shall peaceably quit and surrender, 

lien free, to Owner, the Premises, the Project and all other 

improvements situated thereon and all machinery, equipment, 

fixtures, and trade fixtures installed or placed thereon 

(excluding equipment and trade fixtures owned by any space tenant 

or third party manager of the Project, any equipment and fixtures 

leased by Lessee from any party other than Owner and all movable 

equipment and supplies) in good order and condition, ordinary 

wear and tear excepted, all of which shall thereupon be and 

become the property of Owner. 
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ARTICLE IX 

Assignment and Subletting; Control of Lessee 

Section 9.1. Assignment. 

(a) Except as otherwise expressly provided for herein, 

Lessee may assign this Lease or any interest therein so long as 

Lessee also assigns any agreement pertaining to the operation and 

management of the Project and obtains the prior written consent 

of Owner, which consent shall not be unreasonably withheld. 

Owner agrees that it will not use its right to grant or withhold 

consent as a means to obtain increased Rent or to extract other 

economic concessions from Lessee. Rather, Owne~ agrees to make 

its decision based on its evaluation of whether, if a proposed 

assignment is completed, the Project will be constructed, 

operated and maintained as a high quality parking facility, 

whether the proposed assignee has adequate finan·cial resources 

and capability to discharge timely all of the obligations of 

Lessee and whether the persons identified with the ownership, 

operation and management of the Project are persons of high 

character and with a favorable reputation for integrity, honesty 

and veracity. 

(b) Should this Lease or any interest herein be 

assigned prior to the completion of construction of the Project, 

Lessee shall remain liable for the cost of completion of the 

Project. 
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Section 9. 2. Subleases. Lessee shall have the right 

and power, at any time and from time to time, to sublease all or 

any part of the Project without the consent or approval of Owner 

so long as the use of the Project remains in accordance with 

Section 4.1 hereof. In no event shall any sublease relieve 

Lessee of any of its obligations under this Lease. 

ARTICLE X 

Default by Lessee and Right to Cure 
. 

Section 10 .1. Event of Default. Failure to pay any 

installment of the Rent due hereunder on or before the due date 

thereof shall constitute a Default by Lessee under this Lease. 

Section 10.2. Rights of Owner Upon Default. Subject to 

the provisions of Article IX of this Lease, upon the occurrence 

of a Default, Owner may, at its option, at any time thereafter 

during the continuance of such Default, terminate this Lease by 

written notice to Lessee, whereupon this Lease shall end; and 

thereafter Owner shall have the right without further demand or 

notice to reenter and take possession of the Property, with or 

without process of law, and remove all persons and property from 

the Property without being deemed guilty of trespass and Lessee 

shall have no financial or other recourse against Owner. 

Section 10.3. Additional Rights of Owner. Any failure 

by Lessee to perform any covenant imposed upon Lessee hereunder 
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which does not constitute a Default under this Lease, shall not 

constitute grounds for the termination of this Lease by Owner 

under the provisions of Section 10.2 above, or otherwise, but 

shall be subject to any and all other remedies which Owner may 

have for breach of covenant at law or in equity; provided, 

however, that in any such action for breach of covenant, Lessee 

shall not be considered as having failed in the performance of 

any such covenant unless such failure continues for thirty (30) 

days after written notice of such failure from Owner, or as to 

any failure not curable within such thirty (30) day period, 

Lessee shall have failed to institute appropriate_- action to cure 

such failure within said thirty (30) day period and thereafter 

shall have failed to prosecute such action with due diligence and 

continuity. 

Section 10.4. Owner 1 s Right to Cure. If Lessee does 

not pay, discharge or contest Taxes, Charges or Liens as provided 

in Article IV of this Lease, or if Lessee does not, within the 

time provided, pay any other sum required to be paid by Lessee 

under the provisions of this Lease, then Owner may, at Owner 1 s 

option and after thirty (30) days prior written notice to Lessee 

pay the same and Lessee shall, within thirty (30) days of demand 

therefor, repay the same to Owner with interest thereon at the 

rate of ten percent (10%) per annum. If Lessee does not comply 

with all Regulations as provided in Article III of this Lease, 
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then OWner may, at OWner's option and after thirty ( 30) days 

prior written notice to Lessee, cause or attempt to cause the 

same to be complied with, and Lessee shall, within ten (10) days 

of demand therefor, repay the expense incurred by Owner in 

effecting or attempting to effect such compliance. In each such 

instance, Lessee shall repay to OWner all expenses incurred by 

OWner in connection with Lessee's failure and the curing thereof 

by Owner, including reasonable attorneys' fees. 

ARTICLE XI 

Mortgaging the Property 

Section 11.1. Leasehold Mortqage. Notwithstanding any 

provision contained in Article IX hereof to the contrary and 

without Owner's consent or approval, Lessee shall have the right, 

at any time and from time to time, in addition to any other right 

provided in this Lease, to mortgage and encumber ail or any part 

of its right, title and interest under this Lease. Not with-

standing any of the provisions of this Lease, the ownership of 

the Premises must remain with OWner and the Owner's fee ownership 

of the Premises may never be subordinated directly or indirectly 

by any means whatsoever. 

Section 11.2. Rights of Leasehold Mortqaqee. If, from 

time to time, Lessee shall mortgage and encumber all or any part 

of its interest under this Lease with a Leasehold Mortgage, and 

if the Leasehold Mortgagee registers with Owner by delivering to 
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Owner a true and correct copy of such Leasehold Mortgage, 

together with written notice specifying the name and address of 

the Leasehold Mortgagee, Owner agrees that from and after the 

date of receipt by Owner of such notice and for so long as any 

such Leasehold Mortgage shall remain unsatisfied, the following 

provisions shall apply: 

(a) Notices. Owner shall simultaneously send to each 

such Leasehold Mortgagee a duplicate copy of all notices 

delivered or sent to Lessee under this Lease. Owner shall not 

institute any enforcement proceeding with respect to a Default or 

any other failure by Lessee to fulfill its :,covenants and 

obligations hereunder or terminate the Lease unless and until 

Owner has given to each Leasehold Mortgagee at the time of 

delivery to Lessee a copy of the notice delivered to Lessee 

concerning such failure or Default. Any notice required to be 

given to any Leasehold Mortgagee shall be given by personal 

delivery or shall be posted in the United States mail, postage 

prepaid, certified, and addressed to each such Leasehold Mort

gagee at the address designated to Owner by such Leasehold 

Mortgagee and shall be deemed to have been delivered as of the 

date of personal delivery thereof or five (5) days after the date 

such notice is postmarked by the United States Postal Service or 

its successors. 
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(b) Right to Cure. Upon receipt of any notice provided 

pursuant to Section 11.2(a) of this Lease, any Leasehold Mortga

gee shall have, in addition to the period of time granted here

under to Lessee to remedy or cure any Default or other breach of 

this Lease, thirty (30) days to remedy or cause to be remedied 

any Default or other breach hereunder; or, if complete remedy 

(other than for failure to pay money) is impossible within said 

additional thirty (30) day period, any Leasehold Mortgagee shall 

have whatever time is necessary to remedy or cure the Default or 
. 

other breach; provided such Leasehold Mortgagee shall pay during 

said thirty ( 30) day period, and thereafter dur ing··such addition

al period of time, the Rent and all other sums due under this 

Lease which accrue and become due and payable during such period 

of time, and provided such Leasehold Mortgagee institutes appro

priate action to cure such Default or failure within said thirty 

( 30) day period and thereafter prosecutes such action with due 

diligence and continuity. In addition, insofar as the rights of 

any Leasehold Mortgagee are concerned, the periods for curing all 

Defaults or other breaches shall be extended for such period of 

time as the. Lessee and/or its interests under this Lease are 

involved in any bankruptcy, receivership, reorganization, 

custodial or other legal proceeding only if such actions prevent 

any Leasehold Mortgagee from curing any such Default or other 

breach and/or obtaining title to the interest of Lessee under 
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this Lease and/or actual possession of the Project. Owner hereby 

agrees to accept performance hereunder by or at the instigation 

of any Leasehold Mortgagee as if it had been done or performed by 

Lessee. Owner further agrees that any Leasehold Mortgagee shall 

have the right to enter upon the Property for the purpose of 

remedying any Default or other breach hereunder. 

(c) Limitation on Right to Terminate. If Owner shall 

elect to terminate this Lease by reason of a Default, the 

Leasehold Mortgagee shall have the right to postpone and extend 
. 

the date of termination of this Lease for a period of not more 

than sixty (60) days from the expiration of the additional thirty 

( 30) day period or any other additional period of time granted 

any Leasehold Mortgagee hereunder for the purpose of curing 

Defaults or other breaches, as the case may be, provided that the 

Leasehold Mortgagee shall have cured or caused to be cured any 

existing monetary Default or other monetary breach and paid the 

Rent required to be paid hereunder and forthwith commence 

necessary action to acquire Lessee's interest and estate secured 

by the Leasehold Mortgage by foreclosure thereof, or otherwise, 

and shall prosecute such action to completion with due diligence 

and continuity. If, at the end of the sixty (60) day period, the 

Leasehold Mortgagee shall be actively pursuing the acquisition of 

Lessee's interest hereunder, any Leasehold Mortgagee shall have 

the right to postpone and extend such date of termination for 
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such additional periods of time as shall be reasonably necessary 

to complete such acquisition. Notwithstanding anything herein to 

the contrary, in no event shall the Lessee or the Leasehold 

Mortgagee have the right to postpone and extend the date of 

termination of this Lease beyond the Term of this Lease or beyond 

eight (8) months from the date of first notification of Default 

to Lessee and Leasehold Mortgagee under the terms of this Lease, 

provided said default is not cured within said period of time. 

In addition, insofar as the rights of any Leasehold Mortgagee are 

concerned, the eight (8) month period described in the preceeding 

sentence shall be extended for such period of tim•·as the Lessee 

and/or its interests under this Lease are involved in any 

bankruptcy, receivership, reorganization, custodial or other 

legal proceeding, only if such action prevents any Leasehold 

Mortgagee from curing the Default or other breach and/or 

obtaining title to the interests of Lessee under this Lease 

and/or actual possession of the Project. 

(d) Assignment. Owner covenants and agrees that in the 

event of any foreclosure under any Leasehold Mortgage by judicial 

proceedings or under power of sale contained therein or by 

assignment in lieu thereof, all right, title and interest of 

Lessee under this Lease may, without the consent of Owner, be 

assigned to and vested in the purchaser at such foreclosure and, 

notwithstanding that Owner's consent to said assignment had not 
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been obtained, such purchaser shall be vested with all right, 

title, interest and obligations of Lessee under this Lease as 

though Owner had expressly consented thereto. 

(e) New Lease. Owner covenants that in the event of a 

termination of this Lease for any reason whatsoever (other than 

the expiration of the Term of this Lease), and subject to the 

rights herein granted to a Leasehold Mortgagee, Owner will enter 

into a new lease of the Property with any Leasehold Mortgagee (or 

at the request of such Leasehold Mortgagee, with a corporation 

formed by or on behalf of such Leasehold Mortgagee) for the 

remainder of the Term of this Lease within thirty (30) days after 

receipt of notice from the Leasehold Mortgagee as provided in (i) 

below, provided all rents and monies due to Owner are paid. Such 

new lease shall be (1) effective and commence as of the date of 

termination of this Lease and ( 2) at the same Rent and upon the 

same terms, provisions, covenants and agreements as contained in 

this Lease with the same relative priority as this Lease and 

having the benefit of and vesting in such Leasehold Mortgagee, 

its designee or nominee, all the rights, titles, interests, 

powers, and privileges of the Lessee hereunder. In addition: 

(i) The Leasehold Mortgagee shall make written 
request upon Owner for the execution of such 
new lease within thirty ( 30) days after the 
date of termination of this Lease, which re
quest shall be accompanied by payment to Owner 
of all sums then due Owner by Lessee, or by 
the Leasehold Mortgagee, or both, under this 
Lease: 
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( ii) 

(iii) 

(iv) 

The Leasehold Mortgagee shall pay to OWner at 
the time of the execution and delivery of such 
new lease any sums that at the time of. its 
execution and delivery would be due pursuant 
to this Lease but for the termination, and, in 
addition, all reasonable attorneys' fees which 
Owner shall have incurred by reason of any 
Default or other breach hereof and all 
reasonable expenses incurred by OWner by 
reason of any Default or other breach; 

The Leasehold Mortgagee shall perform and 
observe all covenants contained in such new 
lease on Lessee's part to be performed during 
the period the Leasehold Mortgagee is in 
possession of the Property under such new 
lease. 

Except as provided in Section 11.2(f) hereof, 
each party from time to time hol.tling the 
rights, titles, interests, powers and 
privileges of Lessee hereunder, shall be 
liable for the performance of Lessee's 
obligations hereunder. 

Provided that such Leasehold Mortgagee shall pay to Owner all 

Rent due under this Lease and all other monetary payments due 

Owner including any monetary judgment awards up to and including 

the date of commencement of the Term of such new lease, such 

Leasehold Mortgagee shall not be required to discharge or assume 

claims by Owner against Lessee which have not been or will not be 

reduced to a liquidated monetary sum. Nothing contained in this 

Section 11.2 shall be deemed to relieve Lessee from any liability 

it may have as a result of the breach of any provision under this 

Lease. If there is more than one Leasehold Mortgage outstanding 

at the time of the termination of this Lease, Owner will not 
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execute and deliver such new lease to any Leasehold Mortgagee, or 

its nominee or designee, other than the one which has the first 

lien priority of record unless there shall be an agreement of 

record between all such Leasehold Mortgagees covering their 

respective rights with respect to such new lease, and if there be 

such an agreement, Owner will enter into such new lease with the 

Leasehold Mortgagee (or its nominee or designee) entitled to 

cause Owner so to do pursuant to such agreement, provided such 

agreement is consistent with the terms of any new lease. In the 
. 

event that at the time the new lease is entered. into the Lessee 

shall be in possession of the Property, Owner, at the request and 

expense of the Leasehold Mortgagee or its designee or nominee as 

the new tenant, will take all appropriate steps to remove the 

Lessee, but shall not be liable to such new tenant for any 

damages resulting from any delay of the Lessee in vacating the 

Property, or from any failure to cause Lessee to vacate and there 

shall be no abatement of rent by reason thereof. In no event 

shall the Leasehold Mortgagee be under any obligation or 

liability whatsoever beyond the period of its occupancy under any 

such new lease or with respect to any such new lease entered into 

by its designee or nominee. 

(f) Limitation of Liability. In addition to the other 

special provisions of this Lease expressly made applicable or 

inapplicable during the Leasehold Mortgagee Period (as 
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hereinafter defined), the following special provisions shall 

apply during (but only during) the Leasehold Mortgagee Period: 

( i ) 

( ii) 

(iii) 

So long as the party from time to time holding 
the rights, titles, interests, powers and 
privileges of Lessee hereunder (herein called 
the "New Teriant") makes timely payment of all 
Rent and other charges then owing hereunder, 
and are not in Default hereunder, Owner may 
not terminate this Lease. Nothing contained 
in the previous sentence shall prevent Owner 
from bringing suit for damages resulting from 
the breach of any other provision of this 
Lease or for equitable relief to enjoin the 
breach of any other provision of this.Lease; 

From and after any assignment Gr other 
transfer of its leasehold estate hereunder by 
any New Tenant, such New Tenant shall be 
relieved from any obligations which arise 
after such transfer; 

Notwithstanding any provision set forth in 
this Lease to the contrary, no Leasehold 
Mortgagee shall have any obligation or 
liability hereunder or under any New· Lease 
executed pursuant hereto with respect to the 
construction or completion of the Project or 
any improvements connected therewith. 

The term "Leasehold Mortgagee Period" shall mean that 

portion of the Term commencing with the earliest to occur of (i) 

the sale of the leasehold estate created hereby pursuant to any 

Leasehold Mortgage after default by Lessee thereunder, ( i) the 

acquisition by the Leasehold Mortgagee or its designee or nominee 

of the leasehold estate by conveyance in lieu of foreclosure or 

in any other manner after default by Lessee under the Leasehold 
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Mortgage, (iii) the Leasehold Mortgagee's coming into possession 

of the Property pursuant to any Leasehold Mortgage document or 

otherwise after default by Lessee under the Leasehold Mortgage, 

(iv) the effective date of the New Lease, or (v) the appointment 

of a receiver to take possession of the leasehold estate created 

hereby for the purpose of protecting the interests of a Leasehold 

,Mortgagee, and continuing thereafter for the remaining balance of 

the Term. 

Notwithstanding the foregoing, Owner shall have all the 
. 

rights and privileges reserved, accepted and granted to the Owner 

hereunder in the event any such Leasehold Mort~agee or its 

successors or assigns fails or refuses to pay the Rent andjor 

comply with the covenants, agreements, terms and conditions of 

this Lease. 

(g) Agreement Between Owner and Leasehold· Mortgagee. 

Upon request, Owner shall execute, acknowledge and deliver one or 

more separate agreements, by and among Owner, Lessee and any 

Leasehold Mortgagee, agreeing to and confirming all of the 

provisions of this Section 11.2. 

(h) No Surrender or Modification Without Notice. 

Notwithstanding any provision contained herein to the contrary 

except for the termination of this Lease upon Default hereunder 

by Lessee or by expiration of the Term, Owner and Lessee 

mutually covenant and agree that so long as there exists an 
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unpaid mortgage on the leasehold estate of Lessee within the 

Term, this Lease or any renewal thereof shall not be modified, 

amended or-altered and owner shall not accept a surrender of the 

Property or a cancellation or release of this Lease or any 

renewal thereof from Lessee prior to the expiration or sooner 

termination thereof as hereinbefore provided, without the prior 

.written consent of the holder of any Leasehold Mortgage, and any 

such attempted modification, amendment, alteration, surrender, 

cancellation or release without such prior consent shall be void 

and of no effect. 

Section 12.1. 

ARTICLE XII 

Condemnation 

No Taking by OWner. Owner hereby 

covenants and agrees that during the Term it will not exercise or 

attempt to exercise its power of condemnation over any portion or 

all of the Property. 

Section 12.2. Notice of Taking. In the event of any 

proposed Taking by any other entity during the Term of this 

Lease, Lessee shall give written notice thereof to Owner, and any 

Leasehold Mortgagee, generally describing the nature and extent 

of the Taking which might result therefrom. 

Section 12.3. Total Taking. In the event of a Taking 

of all of the Property, this Lease shall automatically terminate 
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as of the Vesting Date and all the Rent and other sums due here

under shall be apportioned between OWner and Lessee as of the 

Vesting Date; provided, however, that the termination of this 

Lease shall not benefit the condemning authority and shall be 

without prejudice to the rights of either OWner or Lessee to 

recover just and adequate compensation from the condemning 

,authority. 

Section 12.4. Partial Taking. In the case of a Taking 

of less than all of the Property (other than for a temporary use) 

Lessee shall determine, within sixty (60) days after the Vesting 

Date, whether the remaining Property can economicalJoy and feas-

ibly be used by Lessee. If it is determined by Lessee that the 

remaining Property cannot be economically and feasibly used by 

Lessee, Lessee, at its election, may terminate this Lease upon 

written notice to Owner to such effect provided that ··such elec

tion to terminate is exercised within ninety (90) days after such 

determination. Upon any such termination, the Rent and all other 

sums due hereunder shall be apportioned between Owner and Lessee 

as of the date of such termination; and between the Vesting Date 

and the date of such termination, Lessee may (if required) pay 

directly to the condemning authority rent allocable to the 

portion of the Property taken and the Rent and other sums due 

hereunder during such period shall be reduced to accommodate such 

payment. If Lessee does not elect to terminate this Lease within 
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the period aforementioned, this Lease shall continue in full 

force and effect as to the remaining portion of the . Property 

subject to a reduction in the rent as provided in Section 12.6 of 

this Lease. 

Section 12.5. Apportionment of Award Upon Termination. 

If this Lease shall terminate pursuant to the provisions of this 

Article XII, the total award in the condemnation proceedings 

shall be divided in the following order of priority: 

(a) Owner, Lessee and any Leasehold Mortgagee shall be 

entitled to their expenses and charges, including, without 

limitation, reasonable attorneys' fees incurred irt- connection 

with the Taking. 

(b) Each holder of a Required Loan shall be entitled to 

receive an amount equal to the unpaid balance of and all other 

sums due under all Required Loans held by such holder, and if 

there is more than one such holder, such award shall be paid 

first to holders of Required Loans secured by a Leasehold 

Mortgage, in the order of priority of the Leasehold Mortgages 

securing such Required Loans, with the balance of such award 

being paid to the holders of Required Loans which are not secured 

by a Leasehold Mortgage, in the chronological order in which such 

loans were made. 

(c) Owner shall be entitled to an amount equal to the 

value of the Premises taken by the condemnation determined as if 

the Premises were vacant and unimproved. 
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(d) Lessee shall be entitled to the remainder of such 

net proceeds. 

Section 12.6. Apportionment of Award Without Termina-

tion. In the case of a Taking of less than all of the Property 

(other than for a temporary use) and if this Lease shall not 

terminate as provided in Section 12.4 of this Lease, Lessee, at 

its expense, shall commence and proceed with reasonable diligence 

(subject to delays caused or arising out of any matter described 

or referred to in Section 4.3 of this Lease) to repair or 

reconstruct the buildings and improvements to a complete 

architectural unit or units, including without =~imitation, 

temporary repairs, and all other work incidental to and in 

connection with all of the foregoing (all such repair, recon

struction and work being referred to in this Article XII as 

"Restoration") and the total award in the condemnation proceeding 

shall be divided in the following order of priority: 

(a) First to Owner, Lessee and any mortgage lien 

Leasehold Mortgagee for reimbursement of their expenses and 

charges, including, without limitation, reasonable attorneys' 

fees incurred in connection with the Taking. 

(b) Second to any Leasehold Mortgagee to be held and/or 

disbursed to Lessee in accordance with the provisions of the 

Leasehold Mortgage. 
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(c) Third to Owner in an amount equal to the value of 

the Premises taken by the condemnation determined as if the 

Premises were vacant and unimproved. 

(d) Fourth to Lessee in an amount equal to the 

remainder of such award, subject to the rights of Leasehold 

Mortgagees. 

Section 12.7. Settlements. Without the written consent 

of Lessee and any Leasehold Mortgagee, Owner shall not make any 

settlement with the condemning authority or convey any portion of 

the Property in lieu of condemnation or consent to any Taking. 

Section 12.8. Assignment of Awards. Owner:and Lessee, 

each hereby assigns to the other such of its interest in condem

nation awards as is necessary to accomplish the division of such 

awards in the manner provided in this Article XII. 

Section 12.9. Appraisal. If Owner and Lessee are 

unable to agree in writing on the amount of any reduction in Rent 

as provided in this Lease or the value of Owner's interest in the 

Property or the value of Lessee's leasehold estate hereunder as 

provided in this Lease, within thirty (30) days after the final 

determination of the amount of the condemnation award, then such 

reduction in Rent or such value, as the case may be, shall be 

established by appraisers in accordance with the provisions of 

this Section. Lessee and Owner shall each nominate one person 

deemed by them, respectively, to be fit, reputable and impartial, 
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to appraise and determine such reduction in Rent or such value, 

as the case may be. The nomination must be in writing and must 

be given by each party to the other within fifteen (15) days 

after the aforesaid thirty (30) day period. If only one party 

shall so nominate an appraiser within the period referred to 

above, such appraiser's decision as to any such matter when made 

in accordance with the provisions hereof shall be binding on both 

parties as if in fact it were made by appraisers selected by both 

parties. If the two persons nominated and appointed as 

.appraisers by the parties are unable to agree on any such matter 

in accordance with the Terms hereof within thirty (30f·days after 

the second of the two shall be nominated, then they shall appoint 

a fit, reputable and impartial person to be umpire between them, 

if they can agree upon such person. However, if they cannot 

agree on an umpire within ten (10) days after the expiration of 

the aforesaid thirty (30) day period for agreement between them, 

then either party may apply to a District Judge of Tarrant County 

(or a successor judge exercising similar functions) to appoint a 

fit, reputable and impartial person, who shall then be umpire, 

but if such Judge (or successor) shall fail or refuse to act, 

then either party may apply to any court having jurisdiction for 

the appointment of such umpire. The appraisers and the umpire 

shall be members of the American Institute of Real Estate 

Appraisers and shall be familiar with the Tarrant County area and 
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experienced in the appraisal of projects similar in nature to the 

Project. The following written decisions shall be conclusive and 

binding on the parties: the decision of one appraiser if either 

party shall fail to appoint its appraiser as hereinabove 

provided; the unanimous decision of the two appraisers prior to 

appointment of the umpire; the decision of a majority of the two 

appraisers and the umpire; or if all of those persons reach a 

different decision, the decision of the umpire. Each party shall 

bear the expense of its own appraiser, but the fees and expenses 

of the umpire shall be shared equally. In no event shall the 

appraisers have the right or power to vary the Tetltls of this 

Lease. Any Leasehold Mortgagee shall, if it so desires, be made 

a party to any condemnation proceeding. 

ARTICLE XIII 

Damage or Destruction 

Section 13.1. Lessee to Give Notice. In the event of 

any damage to or destruction of the Project or any part thereof, 

Lessee will give written notice thereof to Owner and any 

Leasehold Mortgagee, generally describing the nature and extent 

of such damage or destruction. 

Section 13.2. Restoration. In the event of any damage 

to or destruction of the Project which does not result in the 

termination of this Lease pursuant to Section 13.3 below, this 

Lease shall continue in full force and effect and Lessee agrees 
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that it will, at its expense, commence the work of restoring the 

Project to its condition immediately prior to such casualty, 

subject to delays caused or arising out of any matter described 

or referred to in Section 4.3 of this Lease, and will prosecute 

the restoration to completion with due diligence and continuity. 

Section 13.3. Election to Terminate. In the event any 

destruction of the Project shall occur during the Term to the 

extent that it is not economically feasible to restore the 

project and continue this Lease in effect for the remainder of 
. 

the Term, Lessee shall have the option to terminate this Lease. 

The determination as to whether :it is economically feasible to 

restore the Project shall be made solely by Lessee. Lessee shall 

give written notice to Owner within one hundred twenty (120) days 

after the date of the casualty causing such damage stating 

whether Lessee has elected to tet"minate this Lease or whether 

Lessee has elected to repair and restore such damage. If Lessee 

gl ects tg terminate this Lease, Lesse; shall be obligated tg 

clear the Premises of all rubble and dehrjs. If Lessee does not 

give such notice within said one hundred twenty (120) day period, 

then Lessee shall be deemed to have elected to repair and restore 

and this Lease shall continue in full force and effect. 

Section 13.4. Application of Insurance Proceeds. 

(a) In the event Lessee elects not to restore the 

Project and to terminate this Lease as provided in Section 13.3, 
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the insurance proceeds received on account of any such damage or 

destruction, after paying or otherwise providing for all 

liabilities and other sums secured by any Leasehold Mortgage, 

shall be paid in the following order of priority: ( i) there 

shall be paid to Owner an amount equal to the amount reasonably 

required to demolish the damaged or destroyed Project, to remove 

tbe rubble and clean the Premises, (ii) there shall next be paid 

to Owner an amount equal to the value of the Premises as deter-

mined by mutual agreement of Owner and Lessee as if the Premises 
. 

were vacant and unimproved and available for its best and most 

economic lawful use, but as encumbered by this Lease (or if Owner 

and Lessee cannot agree as to such value, such value shall be 

determined by an appraisal to be conducted by two or three 

appraisers chosen in the same manner as set forth in Section 12.9 

hereof) and (iii) the remainder of the proceeds shall be paid to 

Lessee. 

(b) Subject to the terms of any mortgage lien Leasehold 

Mortgage, insurance proceeds paid or payable on account of any 

damage to or destruction of the Project or any. part thereof 

(other than destruction resulting in the termination of this 

Lease pursuant to Section 13.3 hereof) shall be delivered to the 

mortgage lien Leasehold Mortgagee, or if there is no such 

Leasehold Mortgagee, to the Lessee, and shall be disbursed by 

such party from time to time as the restoration of the Project 
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progresses. Upon submission to the Owner of satisfactory 

evidence that the restoration of the Project has been completed, 

that the cost thereof has been paid in full and that there are no 

Liens which have not been released or bonded around, the balance, 

if any, of such proceeds shall, subject to the terms of any 

Leasehold Mortgage, be paid to Lessee. 

Section 14.1. 

ARTICLE XIV 

Miscellaneous 

Waiver. Failure of Owner or Lessee to 

insist upon strict performance by the other party of any term, 

condition or covenant on such party's part to be ··performed 

pursuant to the Terms of this Lease or to exercise any option, 

right, power or remedy contained in this Lease shall not be 

deemed or construed as a waiver of such performance or relin

quishment of such right. 

Section 14.2. Compliance Certificates. 

(a) To the extent permissible under the laws of the 

State of Texas, Owner and Lessee shall execute, acknowledge and 

deliver to the other within thirty (30) days after written 

request therefor, a written declaration, in recordable form, 

certifying (i) that this Lease is in full force and effect 

without modification or amendment of any kind (or, if the Lease 

is not in full force and effect, so stating, or, if there have 

been modifications or amendments, that this Lease is in full 
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force and effect as modified or amended and fully describing or 

attaching such modifications or amendments to such written 

declaration), (ii) the date to which the Rent has been paid, (or, 

if no Rent has been paid, so stating) and (iii) that no notice 

has been received of any Default or other breach which has not 

been cured and, that to the best of its knowledge and belief no 

De~ault or other breach under this Lease exists (or, if a notice 

has been received or a Default or other breach exists, describing 

same). 

(b) The certificates of Owner or Lessee given pursuant 

to this Section 14.2 may be relied upon by an prospec~ive mort

gagee, any prospective assignee of an interest under this Lease 

or by any prospective sublessee or purchaser of all or any por

tion of or interest in the Property. 

(c) Owner hereby authorizes, designates and empowers the 

following officers of the University of Texas at Arlington and/or 

the University of Texas System to execute, acknowledge and 

deliver on its behalf all written instruments and certificates 

described in this Section 14.2: 

and 
---------------------------------' 

Section 14.3. Merger of Title. There shall be no 

merger of the Leasehold estate created by this Lease with the fee 

estate in the Premises by reason of the fact that the same person 

or entity may own or hold both the Leasehold estate created by 
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this Lease or any interest therein and the fee estate in the 

Premises or any interest therein; and no such merger shall occur 

unless and until all persons (including Leasehold Mortgagees) 

having any interest in the Leasehold estate created by this Lease 

and the fee estate in the Premises shall join in a written 

instrument effecting such merger and shall duly record the same. 

Section 14.4. Modifications. Owner agrees that in the 

event it becomes necessary or desirable for OWner to approve in 

writing any aspect of the construction, operation or maintenance 
. 

of the Project or to alter or amend any written agreement between 

Owner and Lessee regarding the construction, operation> or main-

tenance of the Project or to give any consent of Owner required 

under the terms of this Lease, Owner hereby authorizes, 

designates and empowers the following officers of The University 

of Texas at Arlington and/or the University of Texas System to 

execute any such agreements, approvals, or consents necessary or 

desirable including, without limitation, the consent of Owner 

required under Section 9.l(a) of this Lease: 

----------------------· -------------------------------------- and 

Section 14.5. Severability. All rights, powers and 

remedies provided herein may be exercised only to the extent that 

the exercise thereof does not violate applicable law and shall be 

limited to the extent necessary to render this Lease valid and 
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enforceable. If any term, provision or covenant of this Lease or 

the application thereof to any person or circumstance shall be 

held to be invalid, illegal or unenforceable, the validity of the 

remainder of this Lease or the application of such term, provi

sion or covenant to persons or circumstances other than those to 

which it is held invalid or unenforceable shall not be affected 

thereby. 

Section 14.6. Nondiscrimination. Lessee covenants that 

it will not discriminate in its employment policies or in making 

its facilities available on the basis of race, color, creed, 

national origin, religion or sex. 

Section 14. 7. Notices, Demand and Other Instruments. 

All notices, demands, requests, consents, and other ins·truments 

required or permitted to be given to Owner or Lessee pursuant to 

the Terms of this Lease shall be in writing and shall be effec

tive upon receipt thereof whether delivered personally or by 

first class registered or certified United States mail with 

postage prepaid and return receipt requested, addressed to each 

party hereto at the following address: 

Owner: The Board of Regents of the 
University of Texas System 

Attn: 
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With a Copy to: 

Lessee: 

The University of Texas at Arlington 

Attn: 

Ames-Teague Joint Venture, 
a Texas joint venture 
13720 Midway Road, Suite 109 
Dallas, Texas 75244 
Attn: David L. Teague 

·With a Copy to: 

Liddell, Sapp, Zivley & LaBoon 
1500 San Jacinto Tower 
Dallas, Texas 75201 
Attn: David L. Herbert 

or at such other address in the United States as OWner or Lessee 

may from time to time designate in writing and deliver to the 

other party. 

Section 14.8. Successors and Assigns. Each and every 

covenant, term, condition and obligation contained in thi-s Lease 

shall apply to and be binding upon and inure to the benefit or 

detriment of the respective legal representatives, successors and 

assigns of Owner and Lessee. Whenever reference to the parties 

hereto is made in this Lease, such reference shall be deemed to 

include the legal representatives, successors and assigns of said 

party the same as if in each case expressed.· The term "person" 

when used in this Lease shall mean any individual, corporation, 

partnership, firm, trust, joint venture, business organization, 

syndicate, government or governmental organization or any other 

entity. 
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Section 14.9. Headings. The headings to the various 

Articles and Sections of this Lease have been inserted for 

purposes of reference only and shall not limit or define the 

express terms and provisions of this Lease. 

Section 14.10. Gender and Numbers. Whenever the singu-

lar or plural number, or masculine, feminine, or neuter gender is 

used in this Lease, it shall equally apply to, extend to, and 

include the other. 

Section 14 .11. Recording of Lease. Owner and Lessee 
. 

hereby agree that this Lease shall not be recorded. Owner and 

Lessee, upon the written request of either of them, shal~ execute 

a memorandum or short form lease, in recordable form and in form 

and substance satisfactory to Owner and Lessee, wherein a legal 

description of the Premises, the Term of this Lease and certain 

other terms and provisions hereof, excepting, however, the 

provisions hereof relating to the amount of Rent payable 

hereunder, shall be set forth. Such memorandum or short form 

lease shall be filed for record in the Deed Records of Tarrant 

County, Texas. 

Section 14.12. Remedies. The specified remedies to 

which the parties may resort under the Terms of this Lease are 

cumulative and are not intended to be exclusive of any other 

remedies or means of redress to which the parties may be entitled 

in case of any breach or threatened breach of any provisions of 

this Lease. 
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Section 14.13. Counterparts. This Lease may be 

executed in any number of counterparts, each of which is an 

original, but all of which shall constitute one instrument. 

Section 14.14. Applicable Law. This Lease shall be 

construed under and enforced in accordance with the laws of the 

State of Texas. 

Section 14.15. Liability of Lessee. Subject to the 

provisions of Section ll.2(f)(iii) hereof, anything to the 

contrary contained herein or elsewhere notwithstanding, it is 
. 

expressly agreed and stipulated by Owner, for itself and for each 

and every succeeding owner and/or holder of the fee simple title 

to the Premises, that from and after the completion of construc

tion of the Project, the personal liability of the Lessee or any 

Leasehold Mortgagee or purchaser at any foreclosure sale or any 

transferee under a deed in lieu of foreclosure shall be limited 

to an amount equal to $100,000.00 (except for liability arising 

out of the fraud, willful misconduct or gross negligence of 

Lessee), for the performance of any of the Terms of this Lease, 

but ·owner and each and every succeeding owner and/or holder of 

the fee simple title to the Premises shall look exclusively to 

any improvements which may be situated on the Premises for the 

payment and discharge of any moneys due and obligations imposed 

upon the Lessee hereunder, over and above such $100,000.00 limit. 
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Section 14.16. Free Parking. Lessee hereby agrees that 

Owner, the President of The University of Texas at Arlington, its 

Administration and invitees shall be entitled to utilize the 

Project for parking at any time without charge for 5,000 hours of 

parking per each Fiscal Year during the Term. Such 5,000 hours 

of parking shall be calculated by multiplying the total number of 

cars parked without charge in the Project pursuant to the 

provisions of this Section 14.16 by the total number of hours 

each car is parked in the Project. 

Section 14.17. Entire Agreement. This Lease and the 

Operating Agreement set forth the entire understanding and 

agreement of Owner and Lessee with respect to the Property; all 

courses of dealing, usage of trade and all prior representations, 

promises, understandings and agreements, whether oral or written, 

are superseded by and merged into this Lease. No modification of 

or amendment to this Lease shall be binding upon Lessee or Owner 

unless in writing and signed by both parties hereto. 

ARTICLE XV 

Definitions 

As used in this Lease, the following terms shall have 

the respective meanings indicated: 

Charges shall mean all charges, costs and expenses of 

public or private utility services rendered or provided at any 

time during the Term with respect to the Property, including but 
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not limited to, water, sewer, gas, telephone and other utility 

and communication services, excl.uding electricity which shall be 

the responsibility of Owner. 

Default shall mean the occurrence of an act or event 

listed in Section 10.1. 

Fiscal Year shall mean the period extending from 

September 1 of a given year during the Term until August 31 of 

the next succeeding year during the Term if completion of con

struction of the Project occurs prior to September 1, 1986. If 

the Project is not completed prior to September 1, 1986 then the 

Fiscal Year shall commence upon the first day of the l:alendar 

month following the calendar month in which the Project is com

pleted and ready for use and shall extend twelve (12) calendar 

months thereafter. After the first Fiscal Year is established 

each Fiscal Year thereafter during the Term shall commence and 

terminate upon the same dates as the first Fiscal Year. 

Leasehold Mortgage shall mean any mortgage or deed of 

trust which constitutes an encumbrance on the Lessee's leasehold 

estate created by this Lease as security for an indebtedness of 

Lessee. 

Leasehold Mortgagee shall mean the holder or holders of 

the indebtedness secured by a Leasehold Mortgage. 

Lien shall mean any lien covering the Property resulting 

from the entry of a judgment against Lessee and/or any lien 

-ss-



covering the Property arising by reason of any labor, service or 

material furnished for any construction (or demolition) on the 

Property. 

Project shall mean a parking facility containing 

approximately three hundred sixty (360) parking spaces and other 

improvements to be constructed by Lessee on the Premises substan

tially in accordance with plans and specifications approved by 

Owner and Lessee as described in Section 4.2 of this Lease. 

Permitted Encumbrances shall mean the exceptions, reser

vations and other matters set forth on Exhibit B to this Lease. 

Premises shall mean that certain tract of land described 

on Exhibit A hereto, together with all and singular, the rights, 

benefits, privileges, easements, appurtenances and heriditaments 

appertaining thereto. 

Property shall mean the Premises and the Pr-oject, 

collectively. 

Regulations shall mean all federal, state, county and 

municipal laws, rules, orders and regulations and ordinances 

affecting the Property or the use thereof and the requirements of 

policies of public liability, fire and other insurance required 

under Article VII hereof and shall also mean the requirements of 

any certificate of occupancy or other direction issued pursuant 

to any law by any public officer which shall relate to the 

Property or the use, occupancy or control thereof or the conduct 
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of any business thereon, including those relating to the environ

ment and those relating to or which necessitate structural 

changes of the Improvements or the alteration, repair or removal 

of any Improvement or any part of the Property. 

Rent shall mean the rental payable by Lessee to Owner 

pursuant to Article III hereof. 

Required Loans shall mean all indebtedness, together 

with accrued and unpaid interest thereon and any other sums due 

thereunder incurred for the purpose of ( i) financing or 
. 

refinancing all direct and indirect costs of constructing, 

reconstructing or repairing all or any part of the Proje~t, (ii) 

financing or refinancing all other direct and indirect costs of 

improving, furnishing or equipping all or any part of the 

Property and/or (iii) paying or funding operating losses in 

respect of the Project. 

Taking shall mean the acquisition by the United States 

of America, the State of Texas or by any other governmental 

subdivision thereof or by any other body having the power of 

condemnation or eminent domain, either through the exercise of 

such power or pursuant to a transfer in anticipation of such 

exercise, of all or any portion of the Property or any interest 

therein. 

Taxes shall mean all real estate and personal property 

taxes and assessments and other governmental levies and charges 
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of any nature whatsoever, general or special, ordinary or extra-

ordinary, which may be levied or assessed during the Term of this 

Lease, or which may become a lien upon the Property, the Premises 

or the Improvements or any interest or estate therein or any per

sonal property located in, on or about the Premises or used by 

Lessee or any tenant in connection therewith, including any fran

chise.· tax or fee, sales tax or any occupancy tax or tax on or 

measured by rents (whether or not any such tax or fee is imposed 

in lieu of existing ad valorem taxes, and whether or not such tax 

or fee is within the express contemplation of the parties 

hereto). Such term shall not include any income, inheritance or 

estate tax assessed against the Owner or the Premises or the 

income and proceeds derived therefrom by Owner. 

Vesting Date shall mean the date title to the Property 

or any part thereof is vested in the condemning authority pur

suant to a Taking. 

IN WITNESS WHEREOF, this Lease is executed by Owner and 
Lessee as of the day and year first above written. 

OWNER: 

THE BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM FOR THE 
USE AND BENEFIT OF THE UNIVERSITY OF 
TEXAS AT ARLINGTON 

By 
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EXHIBITS: 

Exhibit A - Premises 
Exhibit B - Permitted Encumbrances 

LESSEE: 

AMES-TEAGUE JOINT VENTURE, 
a Texas joint venture 

By 
Raymond Ames, 
Joint Venturer 

By ~~~~~~~-----------David L. Teague, 
Joint Venturer 

Exhibit C - Description of Plans and Specifications for the 
Project 

STATE OF TEXAS § 
§ 

COUNTY OF § 

This instrument was acknowledged before me on the 
day of , 1985 by ~~~~~~~~~~~~~~· 
Chancellor of the Board of Regents of the UNIVERSITY OF TEXAS SYSTEM. 

Notary Public 1n and for 
The State of Texas 
My Commission Expires: ______ __ 
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. . . 

STATE OF TEXAS S 
s 

COUNTY OF DALLAS S 

This instrument was acknowledged before me on the day 
, 1985 by Raymond Ames, Joint Venturer ~Ames

~~~~~-..v~e~n~t7.u~r~e~,~a Texas joint venture, on behalf of said joint 
of 
Teague Jo~nt 
venture. 

--

STATE OF TEXAS 

COUNTY OF DALLAS 

§ 
§ 
§ 

Notary Public in and for 
The State of Texas 
My Commission Expires: ______ __ 

This instrument was acknowledged before me on the day 
of , 1985 by David L. Teague, Joint Venturer of 

:::-=-:-=:--:--:;-:-,--,---,V'"'e'"'n'"'t--u-:-:r:-::e , a Texas j oint vent u r e , on be ha 1 f of sa i d Ames-Teague Jo~nt 

joint venture. 

Notary Publ~c in and for 
The State of Texas 
My Commission Expires: ______ __ 
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DRAFT 

PROPERTY MANAGEMENT AGREEMENT. 

THIS AGREEMENT ("Agreement") is made and entered into as of 

the day of , 1986, by and between AMES-TEAGUE 

JOINT VENTURE, a Texas joint venture (hereinafter referred to as 

the "Owner") and THE UNIVERSITY OF TEXAS AT ARLINGTON 

(hereinafter called "Manager"). 

RECITALS 

1. Owner is the Owner of the leasehold estate arising pursuant 

to that certain ground lease (the "Ground Lease") by and 

between Manager and Owner dated effective as of 

1985 covering all of the real property more particularly 

described in Exhibit A attached hereto, together with all 

improvements now located or hereafter situated thereon and 

all personal property of Owner located thereon (hereinafter 

the foregoing is collectively referred to as the 

"Property"). 

2. Manager is experienced in the business of managing and 

operating real property. 

3. Owner desires to appoint Manager to manage the day to day 

operations of the Property consistent with Owner's 

objectives of maximizing the Property's economic value. 

4. This Agreement is entered into to set forth the terms upon 

which Manager will manage the Property. 

MIS/UTA-PMA 

ATTACHMENT B 



NOW THEREFORE, incorporating the Recitals as set forth 

above, and in consideration of the mutual covenants herein 

contained, Owner and Manager hereby agree as follows: 

ARTICLE I 

TERM 

The Owner hereby appoints and Manager hereby accepts such 

appointment as exclusive Manager for the Property for an initial 

term commencing upon the completion of the construction of that 

certain parking garage to be located upon the Property all in 

accordance with certain plans and specifications heretofore 

agreed upon by Manager (such parking garage located on the 

Property is hereinafter referred to as the "Project") and ending 

twelve ( 12) calendar months thereafter (such period of time is 

hereinafter referred to as the "Fiscal Year"). At the expiration 

of the Fiscal Year, this Agreement, if not renewed in writing by 

Owner, shall then be deemed a month-to-month agreement cancelable 

by either party on nC)t_~ess than thirty (30) days advance written 

notice, which notice may be given at any time during a month, 

provided that in any event, the cancellation shall be effective 

at the end of the calendar month in which the thirty (30) day 

notice period ends. 
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ARTICLE II 
RESPONSIBILITIES OF MANAGER 

Manager shall operate, manage and maintain the Project as 

the independent contractor for and at the expense of Owner in 

accordance with sound property management practice. 

2.1 General. Manager shall manage, operate and maintain 

the Property in a manner normally associated with the manag~ment 

and operation of a high quality, first-class parking garage 

situated in a metropolitan area of the state of Texas. 

2. 2 Employees. Manager shall have in its employ at all 

times, a sufficient number of capable employees to enable it to 

properly, adequately, safely and economically manage, operate and 

maintain the Property. All matters pertaining to the employment, 

supervision, compensation, promotion and discharge of such 

employees are the responsibility of Manager. Manager is in all 

respects the employer of such employees. Manager shall fully 

comply with all applicable laws and regulations having to do with 

workers compensation, social security, unemployment insurance, 

hours of labor, wages, working conditions and other employee-

employee related subjects. In the event that Manager's employees 

are engaged to work in connection with other properties, wages / 

and other expenses with respect to such work shall be alloc<:~_i:_ed_ 

between the properties which wages and other expenses shall be 

subject to review and approval by Owner. 

-3-



2.3 Operating Budget. Manager shall prepare and then 

submit to Owner a proposed Operating Budget for the Property for 

the management and operation of the Property for the forthcoming 

Fiscal Year no later than Within thirty (30) 

days after such proposed budget is submitted to Owner, Owner will 

consider the proposed budget and then will consult with the 

Manager in order to agree on an "Approved Operating Budget" 

within such thirty (30) day period. If Owner and Manager are 

unable to _.o_gre!! on anOperating Budget by the beginning of the 

Fiscal Year, then Owner shall have the option to terminate this 

Agreement by giving Manager thirty (30) days written notice at 

any time prior to the commencement of the Fiscal Year. 

Manager shall have the right, from time to time, during the 

Fiscal Year, to submit revised budgets to Owner, and Owner shall 

endeavor to promptly as possible, approve the same or revisions 

thereto as Owner and Manager may deem proper. 

use diligence and all reasonable efforts to 

Manager agrees to 

insure that the 

actual costs of maintaining and operating the Property shall not 

exceed the Approved Operating Budget. 

2. 4 Collection of Parking Fees. Manager shall use 

diligent efforts to collect from the operators of all vehicles 

parking within the Property, the applicable parking fees for each 

vehicle. All monies so collected shall be deposited in the 

Operating Account (as defined in Article 5.01). 
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2.5 Maintenance and Repairs. Manager shall institute and 

supervise all ordinary and extraordinary repairs, decorations and 

alterations, including the administration of a preventative 

maintenance program for all mechanical, electrical and plumbing 

systems and equipment, provided that such (unless the same relate 

to emergencies) are included in the Approved Operating Budget. 

2.6 Operation of Property. Manager shall institute and 

supervise all operational activities of the Property including, 

but not limited to, the following: 

1. Responsibility for and supervision of the cleaning of 
the Property; 

2. Supervision of security, covering all portions of the 
Property; 

3. Responsibility for and supervision of any landscaping; 

4. Responsibility for and supervision of a preventative 
maintenance program; 

5. Responsibility for and supervision of any necessary 
repairs to the Property; and 

6. 

2.7 

Any other activity 
of a first-class 
Project. 

Compliance with 

expedient to the normal operation 
parking garage similar to the 

Mortgage. Manager shall be 

responsible for operation of the Property in compliance with all 

terms and conditions in the Ground Lease and any mortgage, deed 

of trust or other security instrument affecting the Property of 

which Manager has knowledge, but Manager shall not be required to 

make any payment or incur any liability on account thereof. 
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2.8 Banking. Manager shall handle all bank deposits 

relating to its contractual responsibility hereunder. 

2.9 Inspection. Manager shall conduct from time to time 

inspections of the Property and provide Owner with a written 

report of Manager's findings. 

2.10 Books and Records. Manager shall maintain completed 

and identifiable records and files on all matters pertaining to 

the Property, including, without limitation, all revenues and 

expenditures, service contracts and leases. Said books and 

records shall be kept at the offices of Manager on the campus of 

the University of Texas at Arlington or such other place as Owner 

and Manager shall from time to time agree. Manager shall keep 

accurate and complete books and accounts showing operations and 

transactions relating to the Property. Owner's duly authorized 

representatives shall at all times during regular business hours 

have access to and may inspect and copy any such books and 

records. 

2.11 Reports and Reconciliation of Operating Accounts. On 

or before the fifteenth (15th) day of each calendar month during 

the term of this Agreement, Manager shall provide the following 

to Owner for the preceding calendar month: 

1. Detailed reports of all monies collected (identified 
by source) which shall include all monies received 
from the operation of the Project and all monies paid 
in parking fees for use of the Project for parking; 
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2. Detailed report of all expenses in accordance with the 
Approved Operating Budget; 

3. A comparison of the current month and year-to-date 
account of actual expenses to budgeted amounts; 

4. Calculations of monthly and year-to-date variances 
from the Approved Operating Budget, and appropriate 
descriptions of any significant monthly or year-to
date variances; 

5. A written report describing any material changes in 
the Property which occurred during the month or are 
anticipated to occur; 

6. Reconciliation of amounts receivable or due to Owner 
accompanied by payment of same; 

7. Reconciliation of Operating Account; and 

8. Any other special information as reasonably required 
from time to time by Owner. 

Periodically, Manager shall furnish to Owner as reasonably 

requested: 

( 1) a market survey and any other information pertaining 
to the rate of use of the Project by students for 
parking; 

(2) reports covering on-site physical inspections and 
operating review; and 

(3) a current inventory of personal property and equipment 
used in connection with the Project. 

The format of all reports shall be subject to the reasonable 

approval of Owner. All original reports, documents and other 

information forwarded to Owner are to be retained in Owner's 

possession or deposited as directed by Owner. 

retained by Manager. 
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2.12 Customer Relations. Manager shall attempt, through 

whatever means it deems appropriate, to promote the Project and 

the use thereof for parking by students, faculty, visitors and 

administrators of the University of Texas at Arlington. 

2.13 Compliance with Law. Manager shall take such action 

as may be reasonably necessary to assure full compliance with 

federal, state and municipal laws, ordinances, regulations and 

orders relative to the use, operation, repair and maintenance of 

the Property and with the rules and regulations or orders of any 

local Fire Department or Police Department or other similar 

body. Manager shall promptly remedy any violation of any such 

law, ordinance, rules, regulations or order which comes to its 

attention, all at Owner's expense. 

2.14 Emergencies. Notwithstanding anything contained 

herein to the contrary, in case of emergency, Manager may make 

expenditures for repairs and other items which exceed other 

budgeted amounts then in effect or go beyond the scope of prior 

approvals of Owner, without Owner's prior written approval if, in 

the reasonable judgment of Manager, such expenditures are 

necessary to prevent damage or injury to the Property or to 

persons utilizing the Project. Manager shall inform Owner of any 

such expenditures before the end of the next business day. 
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2.J.S Notification to Owner. Manager shall notify Owner 

immediately of any lawsuits, condemnation proceedings, rezoning 

or other governmental order or action or any threat thereof that 

becomes known to Manager that might adversely affect the Property 

or any interest of Owner therein. 

ARTICLE III 

MANAGEMENT AUTHORITY 

3.1 Limitation. Manager's authority is expressly limited 

to the provisions provided herein, as amended in writing from 

time to time by Owner and Manager. 

3. 2 Contracts. No contract entered into by Manager shall 

be for a period which exceeds the term of this Agreement. All 

contracts should be in the name of and executed by Owner. 

ARTICLE IV 

BANK ACCOUNTS 

4.1 Operating Account. Manager shall deposit all fees 

received by Manager for parking within the Project and any other 

funds so collected by Manager from the operation of the Project, 

including any and all advanced funds, in the Bank designated by 

Owner, in a special account (the "Operating Account") for the 

Project in the name of Owner. The Bank shall be informed in 

writing that the funds are held in trust for Owner. 

direct Manager to change depository banks or the 

arrangements at any time. 
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ARTICLE V 

INDEMNIFICATION AND INSURANCE 

5.1 Liability Insurance. Owner agrees to carry public 

liability and contractual liability insurance, and such other 

insurance as may be necessary for the protection of Owner and 

Manager. The public liability and contractual liability 

insurance must contain a severability of interest clause and 

coverage for personal injury insurance. The carrier and the 

amount of coverage in each policy shall be decided upon by 

Owner. Notwithstanding the above insurance requirements, Owner 

may elect to self insure against the risks covered by this 

Section. 

5.2 Indemnification. To the extent permi1;~iblE! _under the 

laws of the State of Texas, Manager shall_~nc]e!ll_n_i_f_l and hold 

harmless the Owner against any claim which may be made against 
------

the Owner arising out of: 

(1) Any failure of the Manager to promptly perform in any 
of its obligations under this Agreement, provided such 
failure was not caused by Owner or events beyond the 
reasonable control of Manager, and provided further 
that Owner has, after written request and to the 
extent not available from funds received by Manager 
for Owner 1 s account, furnished to Manager sufficient 
funds to perform such obligations; 

( 2) Any act of the Manager beyond the 
Manager 1 s authority hereunder not 
ratified by Owner, and 
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(3) Any negligence by Manager, its agents or employees. 

Except as set forth in this Article 7.2, Owner shall 

indemnify and hold harmless Manager against any and all claims 

made against Manager or rising out of the management, ownership, 

development, construction or operation of the Project by Owner. 

ARTICLE VI 

COMPENSATION OF MANAGER 

At the expiration of the Fiscal Year (and at the expiration 

of any additional Fiscal Year, if any, during which Manager is 

providing services hereunder), Owner shall pay to Manager, as 

compensation for the services of Manager provided hereunder the 

sum of Dollars 

( $ _____ ) (the "Management Fee"). 

ARTICLE VII 

TERMINATION 

7.1 Termination of Agreement. Notwithstanding the 

provisions of Article I above to the contrary, this Agreement may 
--- -·----------

be terminated and the obligations of the parties hereunder shall 

thereupon cease, upon the occurrence of the following 

circumstances: 

( 1) In the event of a bonafide sale or substantial 
destrut::ti_gn~f _ _j;he_]?roject, either party may terminate ----·--
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this Agreement upon thirty (30) days written notice to 
the other party. 

(2) If a petition for__ bankruptcy, reorganization or 
rearrangement is filed under state or federal 
insolvency statutes by or against the Manager, or 
Manager shall make an assignment for the benefit of 
creditors or take advantage of any insolvency act, 
Owner may terminate this Agreement upon ten (10) days 
written notice to Manager; 

(3) If either party shall fail in the performance of any 
of its obligations hereunder and such-Q,efault shall 
continue f_9r_ thirty ( 30) days after written notice 
from one party to the defaulting party designating 
such default, the party not in default may terminate 
this Agreement upon ten (10) days written notice to 
the defaulting party. 

7.2 Obligation Upon Termination. Upon termination of this 

Agreement, for whatever reason, each party shall promptly pay to 

the other, as soon as the same is determinable after the 

effective date of such termination, all amounts due such other 

party under the terms of this Agreement, and upon such payment 

neither party shall have any other claim or right against the 

other except as expressly hereinafter. 

Upon termination of the Agreement for whatever cause, 

Manager shall, not later than the effective date of termination, 

deliver to Owner the original of all books, permits, plans, 

records, leases, licenses, contracts and other documents 

pertaining to the Project and its operation, all insurance 

policies, bills of sale or other documents evidencing title, the 
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rights .of Owner and any and all records or documents, whether or 

not enumerated herein, which are necessary or desirable for the 

ownership of the Project. Manager shall assign unexpired service 

contracts to Owner or parties designated by Owner. All personal 

property of Owner, whether on the Property or elsewhere shall be 

delivered intact to Owner or its representatives. The Operating 

Account provided for in Article 5.01 hereof will be transferred 

as directed by Owner. Manager further agrees to do all other 

things to be reasonably necessary to cause an orderly transition 

of the management of the Project without detriment of the rights 

of Owner or to the continued management of the Project. 

of 

8.1 Headings. 

convenience only 

provisions hereof. 

ARTICLE VIII 

MISCELLANEOUS PROVISIONS 

The headings used herein are for purposes 

and should not be used in construing the 

8.2 Notice. Any notice, demand or communication required 

or permitted hereunder shall be given in writing and deemed 

received immediately upon delivery in person or three (3) days 

after deposited in the United States Mail, certified or 

registered, return receipt requested, addressed to the respective 

parties hereto at the following addresses: 
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If to Owner: 

Ames-Teague Joint Venture 
13720 Midway Road 
Suite 109 
Dallas, Texas 75244 

Attention: David L. Teague 

With a Copy to: 

Liddell, Sapp, Zivley & LaBoon 
2121 San Jacinto Street 
Suite 1500 
Dallas, Texas 75201 

Attention: David L. Herbert 

If to Manager: 

The University of Texas at Arlington 

Arlington, Texas 

Attention: 

With a Copy to: 

Attention: 

or such other party as any party may hereafter designate by 

written notice. 

8.3 Relationship of the Parties. Manager is an 

independent contractor hired by the Owner pursuant to the terms 

hereof. Nothing contained in this Agreement, nor any acts of the 
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parties hereto shall be deemed or construed by the parties hereto 

or either of them, or any third party, to create the relationship 

of principal and agent or a partnership or a joint venture 

between the parties hereto. 

8. 4 Covenant of Further Assurances. The parties hereby 

agree to execute such other documents, perform such other acts as 

may be reasonably necessary or desirable to carry out the 

purposes of this Agreement. 

8.5 Entire Agreement. This document represents the entire 

Agreement between the parties with respect to the subject matter 

hereof and supercedes all other prior agreements, representations 

and covenants; oral or written amendments to this Agreement must 

be in writing and signed by both parties. 

8. 6 Assignment. Owner shall have the right at any ti_me in 

its sole c;!i_Ec;-_e_j:ion, __ _t;g ____ assign its rights and obligations 

hereunder to a third party, provided that any such third party 

enters into a written agreement assuming Owner's obligations 

hereunder. Manager shall not assign its rights and duties here

under without the prior written consent of Owner and any such 

assignment without Owner's prior written consent shall be void 

and of no effect. 

8.7 Successors and Assigns. Subject to the limitations 

concerning assignment, this Agreement shall be binding upon and 
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inure to the benefit of the parties hereto, their successors and 

assigns. 

8.8 Attorney's Fees. In the event of any controversy, 

claim or action being filed respecting this Agreement or in 

connection with the Property, the prevailing party shall be 

entitled, in addition to all expenses, costs or damages, 

reasonable attorney's fees as determined by a court whether or 

not such controversy was litigated or prosecuted to a judgment. 

8.9 Time of the Essence. Time is of the essence of this 

Agreement. 

8.10 Governing Law. This Agreement shall be governed by 

and construed in accordance with the laws of the State of Texas. 

8.11 Severability. Every provision of this Agreement is 

intended to be severable. If any term of provision hereof is 

illegal for any reason whatsoever, such provision shall be 

severed from this Agreement and shall not affect the validity of 

the remainder of this Agreement. 

8.12 Exculpatory Clause. Manager agrees that no trustee, 
..= 

joint venturer, officer, employee or agent of Owner shall be 

personally liable for any of the obligations of Owner hereunder 

and that Manager must look _s_olely to the assets of Owner for the 

enforcement of any claims against Owner arising hereunder. 
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8.13 Manager's Representative. Manager shall designate one 

(1) person to serve as its representative in all dealings with 

the Owner. Whenever the approval or consent or other action of 

Manager is required hereunder, such approval, consent or action 

shall be binding upon Manager if transmitted by its represen

tative. The Manager's representative shall be 

Such representative may be changed at 

the discretion of Manager at any time, by written notice to 

Owner. 

8.14 Ownership of 

shall, upon completion 

Information and Materials. Manager 

of Manager's services or any sooner 

termination of this Agreement, deliver to Owner, all written data 

and information generated by or for Manager in connection with 

the Property or supplied to Manager by Owner or Owner's 

contractors or agents, and all drawings, plans, books, records, 

contracts, agreements and all other documents and writings in its 

possession relating to its services for the Property and the 

Owner shall have the right to use the same without further 

compensation to Manager. Such data and information and all such 

documents shall at all times be the property of Owner. Manager 

agrees to hold in confidence and not use or disclose to others 

any confidential or proprietary information of Owner heretofore 

or hereafter disclosed to Manager and designated as such by 
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Owner, including but not limited to any data, information, plans, 

programs, processes, equipment, costs, operations, tenants or 

customers which may come within the knowledge of Manager in the 

performance of or the result of, its services, except where: 

(1) Owner specifically authorizes Manager to disclose any 
of the foregoing to others or such disclosure 
reasonably results from the performance of Manager's 
duties hereunder; or 

( 2 ) such ·written data 
theretofore been made 
other than Manager. 

or information shall have 
publicly available by parties 

IN WITNESS WHEREOF, the parties hereto have caused this 

instrument to be executed as of the day and year first written 

above. 

OWNER: 

AMES-TEAGUE JOINT VENTURE, 
a Texas joint venture 

By 

By 

Raymond Ames, 
Joint Venture 

David L. Teague, 
Joint Venturer 

MANAGER: 

THE UNIVERSITY OF TEXAS AT ARLINGTON 

By: 
Its7:---------------------------------
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3. u. T. Austin- Expansion of Physical Plant Facilit~es, 
Phase I (Project No. 102-454): Request for Autho~1za
tion to Advertise for B1ds and for Execut1ve Comm1ttee 
to Award Contracts; and Addit1onal Appropr1at1on 
Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Cunningham that the U. T. Board of Regents: 

a. Authorize the Office of Facilities Planning 
and Construction to advertise for bids for 
the Expansion of Physical Plant Facilities, 
Phase I, at U. T. Austin at an estimated 
total project cost of $12,500,000 (excluding 
the cost of the Project Analysis) 

b. Authorize the Executive Committee to award 
contracts associated with this project 
within the authorized total project cost 

c. Appropriate $11,950,000 from Permanent 
University Fund Bond Proceeds for total 
project funding. Previous appropriations 
have been $442,000 from the same source and 
$108,000 from Pooled Interest on Bond and 
Other Construction Funds 

BACKGROUND INFORMATION 

At the August 1985 meeting, the U. T. Board of Regents approved 
final plans and specifications prepared by the Project Architect, 
Wilson Stoeltje Martin, Inc., Austin, Texas, for the Expansion 
of Physical Plant Facilities, Phase I, at U. T. Austin. 

The project will provide new Physical Plant Facilities to be 
constructed on approximately 12.4 acres east of IH-35 between 
East 26th Street and Manor Road at an estimated total project 
cost of $12,500,000. These facilities include approximately 
210,000 square feet of floor area for workshops, central stores, 
greenhouses, and administrative offices for the Department of 
Physical Plant. The estimated construction cost of the new 
facilities is $11,200,000 resulting in a cost of approximately 
$53 per gross square foot. Fees and other expenses related to 
the Project Analysis accepted by the U. T. Board of Regents 1n 
December 1982 are not included in the above estimated total 
project cost. 

This project is within the scope of the Capital Improvement Pro
gram approved by the u. T. Board of Regents in October 1985. 
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4. U. T. Austin - Residence Halls - Emer~ency Lighting 
System: Request for Approval of Prellminary Plans 
and for Authorizatlon to Prepare Flnal Plans; Sub
mlssion to Coordinating Board and SubJect to Approval, 
Authorlzation to Advertise for Blds and for ExecutlVe 
Committee to Award Contracts; and Addltlonal Approprla
tlon Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Cunningham that the U. T. Board of Regents: 

a. Approve the preliminary plans for the Resi
dence Halls - Emergency Lighting system at 
U. T. Austin and authorize the Project 
Engineer to prepare final plans and spec
ifications at an estimated total project 
cost of $1,812,000 

b. Authorize submission of the project to the 
Coordinating Board, Texas College and Univer
sity System 

c. Subject to approval of the Coordinating Board, 
authorize the Office of Facilities Planning 
and Construction to advertise for bids and 
the Executive Committee to award construction 
contracts within the authorized total project 
cost 

d. Appropriate $1,777,000 from Housing and Food 
Service Reserves Account for total project 
funding. Previous appropriations have been 
$35,000 from the same source 

This item requires the concurrence of the Finance and Audit 
Committee. 

BACKGROUND INFORMATION 

In accordance with authorization of the U. T. Board of Regents 
in April 1985, preliminary plans for the Residence Halls -
Emergency Lighting System at U. T. Austin have been prepared 
by the Project Engineer, Triad Engineering, Austin, Texas. 

This project will be accomplished in two phases. The first 
phase will be undertaken by the U. T. Austin Division of 
Physical Plant and will consist of the installation of two 
emergency generators, one near Jester Center (500KW) and one 
near Kinsolving Dormitory (150KW), and the installation of 
the primary distribution systems to the residence halls in 
the vicinity of each generator at an estimated total project 
cost of $455,000. 

The second phase will be the installation of the emergency 
lighting systems within the residence halls for which prelim
inary plans have been prepared by the Project Engineer. The 
estimated total project cost for this phase of the work is 
$1,357,000 making a combined total project cost of $1,812,000. 
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5. u. T. Austin- Scott House - Sweetbrush- Renovation and 
Additions (Project No. 102-582): Request for Approval of 
Final Plans for Additions; Ap~roval of Increased Pro]ect 
Cost; Authorization to Advert~se for B~ds; Execut~ve Com
m~ttee to Award Contract; and Add~t~onal Appropr~at~on 
Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Cunningham that the U. T. Board of Regents: 

a. Approve the final plans for the additions 
to Scott House - Sweetbrush at U. T. Austin 

b. Approve an increase in the scope of the 
project to include the additions and the 
previously approved renovations at an 
estimated total project cost of $1,100,000 

c. Authorize the Office of Facilities Planning 
and Construction to advertise for bids upon 
completion of final review 

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

e. Appropriate $990,000 from Permanent Uni
versity Fund Bond Proceeds for total 
project funding. Previous appropria
tions have been $110,000 from Permanent 
University Fund Bond Proceeds 

This item requires the concurrence of the Finance and Audit 
Committee. 

BACKGROUND INFORMATION 

In August 1985, the U. T. Board of Regents approved final plans 
for the restoration and adaptive reuse of the Scott House -
Sweetbrush. This historic structure will be the residence of 
the President of U. T. Austin. The estimated total project 
cost for renovation of the existing house and limited outside 
improvements was $587,300 exclusive of furnishings and interior 
finishes. 

Reassessment of the use of Scott House - Sweetbrush not only 
as a residence, but as a facility for official University func
tions, suggests that it will be prudent to proceed with the 
addition to the house at the same time as the repair and resto
ration work is done. 

The estimated total construction cost would be $917,000. This 
would include limited site work. The estimated total project 
cost would be $1,100,000. The amount includes construction 
cost, professional fees, and other related project expenses. 
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6. U. T. Dallas - Multipurpose and Engineering Start-Up 
Fac~lity: Request for ProJeCt Authorizat~on; Appoint
ment of ProJeCt Architect to Prepare Prelim~nary Plans; 
and Appropriat~on Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Rutford that the U. T. Board of Regents: 

a. Authorize a project for the construction of a 
Multipurpose and Engineering Start-Up Facility 
at U. T. Dallas at an estimated total project 
cost of $4,800,000 

b. Appoint a Project Architect from the list set 
forth on Page B&G - 10 to prepare preliminary 
plans and a deta~led cost estimate for consid
eration at a future meeting 

c. Appropriate $110,000 from Permanent University 
Fund Bond Proceeds for fees and administrative 
expenses through the completion of preliminary 
plans 

BACKGROUND INFORMATION 

The proposed project will 'provide approximately 60,000 gross 
square feet of moderately priced, multipurpose buildings con
taining classrooms, offices and dry laboratories. 

Moderately priced buildings planned as multipurpose, flexible
use facilities will be essential to absorb the growth of stu
dents, faculty, and research as new permanent classroom and 
research buildings are planned and constructed. In addition, 
these facilities would be available to accommodate programs 
displaced during major rehabilitation projects in existing 
buildings, would allow for anticipated need for additional 
dry laboratory research space, and would provide for research 
activities currently housed in poor quality space. This lat
ter move would allow for consolidation of all physical plant 
activities in a single site on campus rather than being scat
tered around the campus in temporary "space available" quarters. 

This project is within the scope of the Capital Improvement 
Program approved by the u. T. Board of Regents in October 1985. 
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List of Firms for Consideration 

Project Architect 

The O'Brien Partnership 
Arlington, Texas 

F&S Partners, Inc. 
Dallas, Texas 

Hatfield Halcomb Architects 
Dallas, Texas 

Representative Projects 

Texas Christian University: 
School of Business Expansion* 

North Texas state University: 
Science Research Building* 

Alcon Laboratories Research 
Center, Fort Worth, Texas* 

U. T. Arlington: School of 
Nursing* 

*Worked as principal architect 
with another firm 

U. T. Dallas: Fine Arts 
Studio; Student Union, 
Conference Center 

Texas College of Osteopathic 
Medicine, Fort Worth, Texas 

u. T. Austin: College of Fine 
Arts and Performing Arts 
Center 

UTHSC-Dallas: Ambulatory Care 
Teaching Center 

Brookhaven Community College, 
Dallas, Texas: Learning 
Center; Business Building 

North Texas State University, 
Denton, Texas: Auditorium; 
Student·Union Addition 

Stephen F. Austin University, 
Nacogdoches, Texas: Home 

Economics; Forestry; Music 
Buildings 

7. u. T. Dallas: Recommendation for Approval to Enter Into 
a Ground Lease With a Private Entity for the Provision of 
Student Housing.--

EXPLANATION 

Administrative officers of U. T. Dallas and U. T. System Admin
istration have been negotiating with representatives of First 
Southwest Equity Corporation, Dallas, Texas, to complete an 
agreement for joint development of a student housing apartment 
project. The plan includes the ground lease of a designated 
tract on the U. T. Dallas campus to First Southwest Equity 
Corporation, who would then arrange for the financing and con
struction of apartments for student and faculty housing. First 
Southwest would operate and manage the apartments under a Prop
erty Operating Agreement with the U. T. Board of Regents. The 
plan will also provide for the eventual acquisition of ownership 
of the apartments by the u. T. Board of Regents, either by 
exercise of an option to purchase (subject to approval by the 
Coordinating Board, Texas College and University System) or by 
reversion of the land and improvements at the expiration of the 
ground lease term. 
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7. 

SUPPLEMENTAL MATERIAL 

BUILDINGS AND GROUNDS COMMITTEE 

December 5-6, 1985 

U. T. Dallas: Recommendation for Approval to Enter into 
a Ground Lease With a Private Entity for the Provision of 
Student Housing.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Rutford, that the U. T. Board of Regents: 

a. Authorize the Office of the Chancellor and 
the Office of General Counsel to conclude 
negotiations on a ground lease agreement, 
leasing a 9.72-acre tract of the U. T. Dallas 
campus to Texas University Apartments I, Ltd., 
Dallas, Texas, as a site for a student housing 
apartment project substantially in the form 
attached hereto as Attachment A 

b. Authorize the Office of the Chancellor and 
the Office of General Counsel to conclude 
negotiations on a property operating agreement, 
providing for Texas University Apartments I, Ltd. 
to operate the apartment project substantially 
in the form attached hereto as Attachment B 

It is further recommended that upon satisfactory conclusion of 
negotiations, represented by documents substantially in the 
form of Attachments A and B hereto, the Executive Committee of 
the u. T. Board of Regents be authorized to approve said 
documents. 

BACKGROUND INFORMATION 

Negotiations for the provision of student housing on the U. T. 
Dallas campus by a private entity have reached the point 
represented by the attached documents. The documents provide 
a generally acceptable framework for this project, but details 
remain to be worked out. 
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The proposed project includes a 35-year ground lease of a 9.72-acre 
tract of the u. T. Dallas campus to Texas University Apartments I, 
Ltd., which will provide for the financing and construction of 
eleven two and three story apartment buildings containing 200 units 
for student housing, as well as a clubhouse providing amenities for 
students and parking for 350 vehicles. 

The ground lease provides that the U. T. Board of Regents will 
receive a percentage rental payment based on the net revenues from 
the lessee's operation of the apartments, and further grants the 
U. T. Board of Regents the right to purchase the apartments and all 
improvements on the leased premises (subject to approval by the 
Coordinating Board, Texas College and University System) at an 
appraised price at any time after the fifth year of the lease. If 
not purchased earlier, the improvements will revert to the U. T. 
Board of Regents at the expiration of the lease. 

Under the proposal, management and operation of the student apart
ments will be the responsibility of Texas University Apartments I, 
Ltd. under a property operating agreement with the U. T. Board of 
Regents. 

The Executive Vice Chancellor for Academic Affairs, the President 
of The University of Texas at Dallas, and the Office of General 
Counsel will make necessary presentations at the meeting on 
December 5. 
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THE BOARD OF REGENTS OF 
THE UNIVERSITY OF TEXAS SYSTE:~.
FOR THE USE AND BENEFIT OF THE 
UNIVERSITY OF TEXAS AT DALLAS 

AND 

TEXAS UNIVERSITY APARTMENTS I, LTD., 
a Texas limited partnership 

GROUND LEASE 
(Apartment Site) 

LESSOR 

LESSEE 

Dated: As of 
----------------' 1985 

ATTACHMENT A 



TABLE OF CONTENTS 

PAGE 

ARTICLE I- Lease, Term and Use........................... 1 

Section 1.1 Leased Premises............................ 1 
Section 1.2 Term....................................... 1 
Section 1.3 Use of Leased Premises..................... 1 

ARTICLE II- Construction and Ownership of Improvements... 2 

Section 2.1 
Section 2.2 
Section 2.3 

Construction of Improvements ....•.......... 
Ownership of Improvements ...•....•....•..•• 
Lessor's Option to Purchase Apartment 

2 
3 

Improvements... . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 
Section 2.4 Force Majeure.............................. 4 

ARTICLE III - Rental...................................... 5 

Section 3.1 
Section 3.2 
Section 3.3 
Section 3.4 
Section 3.5 
Section 3.6 

Base Rental ............................... . 
Percentage Rental ......................... . 
Rental after Foreclosure .•••••...••...•.... 
No Demand Required: Interest ..••...•.•...• 
Place and Manner of Payment .••...••..••...• 
Net Lease . •...••...••.•••..•••..••..••...•• 

5 
5 
7 
8 
8 
8 

ARTICLE IV- Impositions and Utilities.................... 8 

Section 4.1 
Section 4.2 
Section 4.3 
Section 4.4 
Section 4.5 
Section 4.6 
Section 4.7 
Section 4.8 
Section 4.9 
Section 4.10 

Definition of Impositions .........•........ 
Lessor's Payments of Impositions on Land ..• 
Lessee's Payment of Impositions •..•••..•••. 
Tax Receipts Upon Request .•....•••..••...•• 
Tax Contests •• .•.•...••......•••••.•....••. 
Evidence of Impositions Payable •....••...•• 
Rendition .. ......................•......... 
Utilities ................................. . 
Expenses of Contest . ...................... . 
Option of Other Party to Pay Impositions .. . 

8 
9 
9 

10 
11 
12 
12 
12 
12 
12 

ARTICLE V - Insurance..................................... 13 

Section 5.1 
Section 5.2 
Section 5.3 

Casualty Insurance ........................ . 
Indemnity .. ............................... . 
Liability Insurance ....................... . 

13 
14 
15 



Section 5.4 
Section 5.5 
Section 5.6 

Expenses of Indemnity ..•.........•......... 
Subrogation . .............................. . 
Blanket Policies .......................... . 

15 
15 
15 

ARTICLE VI- Destruction of Improvements.................. 16 

Article 6.1 
Article 6.2 
Article 6.3 

Lessee's Obligation to Restore •..•••••••..• 
Deposit of Funds for Restoration •••••••••.. 
No Abatement .............................. . 

16 
17 
19 

ARTICLE VII- Use, Repairs and Alterations................ 19 

Article 7.1 
Article 7.2 
Section 7.3 
Section 7.4 

Use of and Repairs to Leased Premises .••... 
Alterations ............................... . 
No Abatement .............................. . 
Lessee has No Authority to Bind 
Lessor•s Interest ......................... . 

19 
19 
21 

21 

ARTICLE VIII - Assignment, Subletting and Mortgage; 

Section 8.1 
Section 8.2 
Section 8.3 
Section 8.4 

Obligations After Assignment............... 21 

Lessee May Assign, Sublet and Mortgage. . • . . 21 
Leasehold Mortgage Provisions.............. 24 
Lessor Transfers and Mortgages............. 25 
Compliance Certificates •...•.•..••••..••••..• 25 

ARTICLE IX - Default...................................... 25 

Section 9.1 
Section 9.2 
Section 9.3 
Section 9.4 
Section 9.5 
Section 9.6 

Events of Default ......................... . 
Lessor Remedies for Lessee Default ..••...•. 
No Waiver of Default ...................... . 
Limitation on Liability •....•..•••......... 
Agreements Binding During Ownership •....••. 
Default by Lessor ......... ................ . 

25 
26 
28 
28 
29 
29 

ARTICLE X- Rights of Leasehold Mortgagee................. 29 

Section 10.1 
Section 10.2 

Section 10.3 
Section 10.4 

Rights of Leasehold Mortgagee •....••...••. 
Rights Following Foreclosure or Execution 
of New Lease . .•....••...•....•••.......••• 
Non-Termination Pending Foreclosure •••.••. 
Recognition of Subleases ....•.....••.....• 

29 

31 
32 
32 

ARTICLE XI - Condemnation................................. 33 

Section 11.1 Total Taking.............................. 33 



Section 11.2 Partial Taking............................ 34 
Section 11.3 
Section 11.4 
Section 11.5 
Section 11.6 

ARTICLE XII 

ARTICLE XIII 

ARTICLE XIV 

ARTICLE XV 

ARTICLE XVI 

ARTICLE XVII 

ARTICLE XVIII 

ARTICLE XIX 

ARTICLE XX 

ARTICLE XXI 

Award. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35 
Temporary Taking.......................... 37 
Rights of Leasehold Mortgagee............. 37 
Voluntary Dedication; Easement Grants..... 37 

-Warranty of Peaceful Possession........... 38 

-Lessee's Right to Construct Other 
Improvements... . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39 

-Inspection by Lessor...................... 39 

-Recording of Lease........................ 40 

- Notice.................................... 40 

-Entire Contract and Non-Waiver............ 41 

-Separate Agreements....................... 41 

- No Merger of Title........................ 42 

- Binding Agreement......................... 42 

-Miscellaneous............................. 43 



INDEX 

To Certain Defined Terms 

Term 

Affiliate ............. . 
Alterations ..••..•..•.. 
Apartment Improvements. 
Base Rental ..••........ 
Commencement of Construction. 
Design Plan •.....•..• 
Event of Default ..... 
Excluded Transferree. 
First Mortgagee •..••. 
Foreclosure .•.••..... 
Ground Lessor's Condemnation Award. 
Impositions ....•... 
Imposition Trustee. 
Improvements ..... 
Insurable Risk •.. 
Junior Mortgagee. 
Land • ............ 
Leased Premises •. 
Leasehold Mortgage. 
Leasehold Mortgagee. 
Lessee's Condemnation Proceeds. 
Mortgagee Lessee. 
Net Revenues. 
Notice ••. 
Partners. 
Partner's Family. 
Percentage Rental. 
Permitted Encumbrances. 
Plans and Specifications. 
Project Architect. 
Rental ........... . 
Transfer ......... . 
Unavoidable Delays. 
Work • ••••.••••••••. 

Reference 

8.1 
7.2 
2.1 
3.1 
2.1 
2.1 
9.1 
8.1 

10.2 
3.2 

11.1 
4.1 
4.5 
2. 2 
5.1 

10.2 
1.1 
1.1 
3.2 
3.2 

11.3 
3.2 
3.2 

Art. XV 
8.1 
8.1 
3.2 
1.1 
2.1 
2.1 

3.1-3.2 
8.1 
2.3 

11.3 



MIS/TUA-GL-(105) 

GROUND LEASE 

(Apartment Site) 

THE STATE OF TEXAS 

COUNTY OF DALLAS 

THIS GROUND LEASE 
day of 

made and entered into as of the 
, 1985, by and between The Board of 

-....,....----,.,----..~---:--of Texas System, for the use and Regents of The University 
benefit of The University 
Texas University Apartments 
("Lessee"). 

of Texas at Dallas ("Lessor"), and 
I, Ltd., a Texas limited partnership 

W I T N E S S E T H 

ARTICLE I. 

Lease, Term and Use 

Section 1.1. Leased Premises. Subject to the terms, 
provisions and conditions hereinafter set forth, and in consider
ation of the covenants of payment and performance stipulated 
herein, Lessor has leased, demised and let, unto Lessee and the 
Lessee by these presents does hereby Lease and take from Lessor, 
the tract of land (herein called the "Land") situated in the City 
of Richardson, Dallas County, Texas, more particularly described 
in Schedule I attached hereto and for all purposes made a part 
hereof, together with all Improvements now or hereafter located 
thereon and all and singular the rights, easements, privileges 
and appurtenances thereunto attaching or in anywise belonging 
(hereinafter called the "Leased Premises") subject only to the 
matters set forth in Schedule II hereto to the extent the same 
affect the Leased Premises (the ''Permitted Encumbrances"). 

TO HAVE AND TO HOLD the Leased Premises unto Lessee, and 
its successors in interest and assigns, for and during the term 
hereinafter set forth. 

Section 1. 2. Term. Unless sooner terminated under the 
provisions hereof, this Lease shall be and continue in full force 
and effect for a term commencing on the date hereof and expiring 
at midnight December 31, 2020. 

Section 1.3. Use of Leased Premises. Lessee shall have 
the right to use the Leased Premises solely for the development 
and operation of the Apartment Improvements (hereinafter defined) 
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and ancillary uses including uses now or hereafter customarily 
related to or connected with the ownership and operation of a 
multi-family residential development. Lessor and Lessee covenant 
and agree that the Apartment Improvements shall be for the 
exclusive use and benefit of the students, faculty, admini
stration, employees and guests of Lessor and such other persons 
as Lessor and Lessee shall mutually agree. Lessee shall comply 
with all Federal, State, County and City Laws and ordinances 
applicable to and as required for Lessee's use of the Leased 
Premises as such laws and ordinances are enforced by any govern
mental authority having jurisdiction with respect to the Leased 
Premises. 

ARTICLE II. 

Construction and Ownership of Improvements 

Section 2.1. Construction of Improvements. The "Apart
ment Improvements" referred to in this Article II and elsewhere 
herein shall mean an apartment complex containing units to be 
constructed on the Land by Lessee substantially-rn accordance 
with preliminary plans and specifications (herein referred to as 
the "Design Plan") prepared by Lessee's architect (the "Project 
Architect''), with such alterations thereto as may be made after 
initial completion of such Improvements pursuant to Section 7.2 
hereof. When used herein the term "Commencement of Construction" 
of the Apartment Improvements shall mean the date on which labor 
is first performed on the Land in preparing the Land for 
construction, and Lessor and Lessee shall promptly thereafter 
enter into a recordable instrument substantially in the form of 
Schedule III attached hereto which shall conclusively establish 
the date of Commencement of Construction of the Apartment 
Improvements. 

Prior to the commencement of the construction of the 
Apartment Improvements, Lessee shall submit to Lessor for its 
approval the Design Plan for the Apartment Improvements. After 
the Design Plan is approved by Lessor, which approval shall not 
be unreasonably delayed or withheld, Lessee shall cause plans and 
specifications for the Apartment Improvements to be prepared by 
the Project Architect without material deviation from the Design 
Plan (such plans, as modified with Lessee's consent or approval 
herein referred to as "Plans and Specifications''). 

Lessee shall, at Lessee's cost, risk and expense, con
struct, erect and complete the Apartment Improvements upon the 
Land. The Apartment Improvements shall be constructed in a good 
and workmanlike manner substantially in compliance with the Plans 
and Specifications. 

2 
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If Commencement of Construction of the Apartment 
Improvements has not occurred on or before December 31, 1986, 
Lessor may treat such event as an event of default under this 
Lease. After Commencement of Construction, Lessee covenants and 
agrees to complete construction of the Apartment Improvements 
with reasonable diligence, subject to the provisions of this 
Article II, without material deviation from the Plans and 
Specifications for the Apartment Improvements. The date on which 
construction of the Apartment Improvements is completed (the 
"Completion Date") shall be the date as certified by the Project 
Architect as the date on which the Apartment Improvements have 
been completed substantially in accordance with the Plans and 
Specifications therefor. 

Lessor agrees that in connection with the construction 
of the Apartment Improvements, Lessee shall have the right to 
construct the Apartment Improvements in a manner which overlaps 
or extends beyond the boundaries of the Land onto adjoining pro
perties owned or leased by Lessee. If the Apartment Improvements 
are constructed upon the Land and other property, Lessor agrees, 
upon request by Lessee, to join an operating agreement approved 
by Lessee to set forth the ownership and operating rights that 
will apply to the owners of the Apartment Improvements after the 
expiration or termination of this Lease. 

Section 2. 2. Ownership of Improvements. All of the 
Apartment Improvements, and all other Improvements of any nature 
on the Land, shall be owned by and shall be the property of Les
see during the term of this Lease. The term "Improvements" shall 
mean the Improvements from time to time on the Land, including, 
without limitation, the Apartment Improvements and alterations to 
the Apartment Improvements pursuant to the provisions of this 
Lease. 

Upon the termination of this Lease, whether by 
expiration of the term hereof or by reason of default on the part 
of Lessee, or for any other reason whatsoever, the Apartment 
Improvements, and all parts thereof, and any other Improvements 
erected on the Land by Lessee in the future during the term of 
this Lease, shall merge with the title to the Land, free of any 
provisions of Article X hereof with respect to the rights of 
Leasehold Mortgagees holding Leasehold Mortgages, as both such 
terms are hereinafter defined, and tenants under subleases) 
claiming under or through Lessee (except for purchase money 
security interests in equipment and except for trade fixtures and 
personal property of sublessees of space in the Improvements that 
can be removed without damage to the Improvements). Subject to 
the provisions of Articles VI and XI hereof, Lessee shall deliver 
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up the Leased Premises to Lessor in reasonably good condition, 
actual wear and tear excepted, upon the termination of this 
Lease, Lessee, at Lessor's request, will execute a recordable 
instrument evidencing the termination of this Lease and stating 
the termination date. 

Section 2.3. Lessor's Option to Purchase Apartment 
Improvements. At any time after the expiration of the fifth 
(5th) calendar year during the term of this Lease, Lessor shall 
have the option, but not the obligation, exercisable upon ninety 
(90) days prior written notice to Lessee, to purchase the Apart
ment Improvements for the cash purchase price or such other 
consideration as Lessee may specify, payable in full at the 
closing of such purchase, set forth on Schedule IV attached 
hereto and made a part hereof. 

Section 2.4. Force Majeure. Lessee's obligations here
under relative to the timely construction, restoration, repair, 
operation and maintenance of the Apartment Improvements as 
provided for in this Lease shall be extended for the period that 
such performance is prevented by failure of Lessor to perform 
actions hereunder required to be performed by Lessor; any 
arbitration, legal proceeding or other litigation against Lessee 
relative to the construction, restoration or repair of the 
Apartment Improvements in which Lessee is involved in good faith 
and not merely for purposes of delay; acts of God, force majeure, 
strikes, labor disputes, work stoppages, riots, insurrections, or 
by the act of any governmental agency or authority restricting or 
curtailing the erection, restoration or repair of the Apartment 
Improvements on the Land; or other causes beyond the reasonable 
control of Lessee, including, but not limited to inclement 
weather or the inability of Lessee to procure and obtain building 
materials as a result of any order, law or decree of any govern
mental authority or agency; or any other Unavoidable Delay. 
"Unavoidable Delay" shall mean all failures or delays in a 
party's performance of its obligations hereunder not within such 
party's reasonably control, including without limitation, the 
impossibility of such performance which shall result from or be 
caused by any arbitration, legal proceedings or other litigation 
threatened, instituted against or defended by such party, in good 
faith, and not merely for purposes of delay, acts of God, acts of 
the public enemy, wars, blockades, epidemics, earthquakes, 
storms, floods, explosions, strikes, labor disputes, works 
stoppages, riots, insurrections, breakage or accident to machines 
or lines of pipe or mains, lawful acts of any governmental agency 
or authority restricting or curtailing the construction of the 
Apartment Improvements or withholding or revoking necessary 
consents, approvals, permits or licenses, equipment failures, 
inability to procure and obtain needed building materials 
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(provided such party who is unable to do so makes reasonable 
efforts to procure satisfactory substitute materials if 
practical) whether as a result (directly or indirectly) of any 
lawful order, law or decree of any governmental authority or 
agency or otherwise, and any other cause whether of the kind 
herein referred to or otherwise; provided, that such party shall 
pursue with reasonable diligence the avoidance or removal of such 
delay. The inability or refusal of a party to settle any labor 
dispute shall not qualify or limit the effect of Unavoidable 
Delay. The inability of a party to secure funds required to 
perform its agreements hereunder shall not constitute Unavoidable 
Delay unless by virtue of governmental regulation it is impos
sible to obtain Mortgage funds from an institutional lender. 

ARTICLE II I. 

Rental 

Section 3 .1. Base Rental. Lessee covenants and agrees 
to pay Lessor the sum of Four Hundred Eighty-Six Dollars 
($486.00) (calculated on the basis of $1.00 per acre of the Land) 
multiplied by the number of calendar years of the term of this 
Lease as full payment of rental (such amount is herein called 
"Base Rental") . Base Rental shall be due and payable in full 
upon the execution of this Lease by Lessor and Lessee. 

Section 3. 2. Percentage Rental. Lessee agrees to pay 
to Lessor, as additional Rental (such amounts herein called the 
"Percentage Rental") beginning on the date which is ninety (90) 
days following the end of the calendar year in which the Apart
ment Improvements are completed and operational and on the date 
which is thirty (30) days following each calendar year thereafter 
during the term of this Lease as set forth in Section 1. 2, an 
amount equal to twenty five percent ( 25%) of the Net Revenues 
from the operation of the Apartment Improvements during said 
calendar year. 

Each Percentage Rental payment shall be due and payable 
within ninety ( 90) days after the close of each calendar year 
during the term of this Lease; provided, however, if within such 
ninety (90) day period after the close of each fiscal year 
throughout the term of this Lease the amount of Percentage Rental 
then due and payable cannot accurately be determined because the 
Net Revenues generated by the Apartment Improvements for such 
calendar year have not been finally calculated, Lessee shall pay 
an amount reasonably estimated to be the Percentage Rental 
payment then due and within one hundred twenty (120) days after 
the close of each calendar year throughout the term of this 
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Lease, Lessee shall pay to Owner or Owner shall refund to Lessee 
any amounts overpaid or underpaid by Lessee which a final 
calculation of the Net Revenues of the Apartment Improvements 
shall indicate so that the correct amount of Percentage Rental 
shall be paid for the applicable calendar year throughout the 
term of this Lease. 

As used herein, the term "Net Revenues" shall mean all 
revenues and receipts of any kind received by Lessee directly or 
indirectly from or in connection with the operation of the 
Apartment Improvements net of: 

( i ) 

( i i) 

(iii) 

( i v) 

( v) 

all real estate, personal property, utility, 
business or occupation taxes and other taxes, 
imposed by any governmental authority which at any 
time may be assessed, levied or imposed on or with 
respect to the Apartment Improvements; 

payments made in accordance with this Lease other 
than the Percentage Rental; 

payments under equipment leases or other leases of 
personal property; 

all regularly scheduled payments of principal and 
interest due and payable and paid during the term 
of this Lease in respect of indebtedness secured by 
any mortgage on the Apartment Improvements, to the 
extent that the proceeds have been utilized by 
Lessor solely for the purpose of financing the 
acquisition, construction and equipping of the 
Apartment Improvements; 

all expenses reasonably 
operating the Apartment 
expenses are calculated 
accounting principles; and 

incurred by 
Improvements 

by generally 

Lessee in 
as such 
accepted 

(vi) all other expenses reasonably incurred by Lessee in 
owning and operating the Apartment Improvements 
including reserves established by Lessee in 
connection with such ownership and operation. 

Within ninety (90) days after the end of each calendar 
year during the operation of the Apartment Improvements, Lessee 
shall cause to be delivered to Lessor financial statements in 
respect of such calendar year consisting of a balance sheet and 
related statement of profits and loss together with a source and 
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application of funds analysis for such calendar year, as prepared 
in accordance with generally accepted accounting principles 
consistently applied. The annual financial statement shall also 
include or be accompanied by a statement showing the calculation 
of Percentage Rental for the preceding calendar year. Unless 
Lessor refuses to concur with the accuracy of such financial 
statements within sixty ( 60) days from the date such financial 
statements are delivered to Lessor, such financial statements 
shall be .conclusive upon the parties hereto and shall be deemed 
to be a final determination of the Percentage Rental for the 
preceding calendar year. Should Lessor refuse to concur with the 
accuracy of such financial statements and wish to audit such 
financial statements, it may do so (provided that Lessor notifies 
Lessee within such sixty (60) day period of its refusal to concur 
with the accuracy of such financial statements) at it sole cost 
and expense and should any such audit calculate that the 
Percentage Rental for the preceding calendar year should be 
greater or less than the Percentage Rental actually paid to 
Lessor by Lessee in respect of such calendar year, Lessee shall 
immediately pay to Lessor any sum·indicated by such audit which 
is due and owing to Lessor as Percentage Rental and any sum due 
and owing from Lessor to Lessee because of Lessee's overpayment 
of Percentage Rental shall be immediately paid by Lessor to 
Lessee. 

Section 3. 3. Rental After Foreclosure. From and after 
the date on which a Leasehold Mortgagee (or other purchaser at 
Foreclosure) has acquired the leasehold estate under this Lease 
by Foreclosure of a Leasehold Mortgage or a Leasehold Mortgagee 
has obtained a new lease under the provisions of Section 10.2 
hereof, the Base Rental and Percentage Rental provided for herein 
shall be payable by the Mortgagee Lessee. "Leasehold Mortgagee" 
shall mean any Mortgage, deed of trust or similar lien on the 
leasehold estate of Lessee hereunder. "Mortgagee Lessee" shall 
mean any Leasehold Mortgagee or other purchaser at a Foreclosure 
or other sale pursuant to the terms of a Leasehold Mortgage that 
has acquired the leasehold estate under this Lease by Foreclosure 
or a Leasehold Mortgagee that has obtained a new lease under the 
provisions of Section 10.2 hereof, or the successors or assigns 
of such party so acquiring the Leasehold estate under such new 
lease. "Foreclosure" shall mean any judicial or non-judicial 
foreclosure (or similar enforcement proceeding) of a Leasehold 
Mortgage, or acceptance of a deed in lieu of foreclosure by a 
Leasehold Mortgagee. 
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Section 3.4. No Demand Required; Interest. The Rental 
shall be in addition to all other payments to be made by Lessee 
as herein provided and shall be paid to Lessor in lawful money of 
the United States of America without notice, demand or abate
ment. If Lessee fails to pay an installment of Rental due under 
the terms hereof by the tenth (lOth) day after such installment 
is due, such amount which continues to be past due after such ten 
( 10) days shall bear interest at the rate of eighteen percent 
(18%) per annum from the date such installment was originally due 
until the date it is paid, and shall be payable as additional 
rent. 

Section 3. 5. Place and Manner of Payment. Subject to 
the further provisions hereof, the Rental hereinabove provided 
for shall be payable to the Lessor at the original or changed 
address of Lessor called for in Article XV hereof or to such 
other person or persons at such address or addresses as Lessor 
may designate from time to time in writing (subject to the provi
sions of Article XV). In addition to other proper methods of 
payment, all payments of Rental and other sums payable to Lessor 
by Lessee under this Lease may be made, and shall be deemed to 
have been properly made, by the mailing or delivery to Lessor of 
Lessee's check or draft in the amount of such payment, and shall 
be deemed timely made if received by Lessor on or before the due 
date thereof; provided that if such check or draft be not paid 
and honored upon presentation thereof, duly endorsed, such check 
or draft shall not constitute payment. 

Section 3.6. Net Lease. This Lease shall be deemed and 
construed to be a "net lease", and the Lessee shall pay to the 
Lessor the Rental and other payments hereunder, without 
abatement, deduction or set-off; and under no circumstances or 
conditions, whether now existing or hereafter arising, or whether 
or not beyond the present contemplation of the parties, shall the 
Lessor be expected or required to make any payment of any kind 
whatsoever or be under any other obligation or liability here
under except as herein otherwise expressly set forth. 

ARTICLE IV. 

Impositions and Utilities 

Section 4.1. Definition of Impositions. The term 
"Impositions" shall mean all taxes, assessments, use and occu
pancy taxes, water and sewer charges, rates and rents, charges 
for public utilities, excises, levies, license and permit fees 
and other charges by any public authority, general and special, 
ordinary and extraordinary, foreseen and unforseen, of any kind 
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and nature whatsoever, which shall or may during the term of this 
Lease be assessed, levied, charged, confirmed or imposed by any 
public authority upon or accrued or become due or payable out of 
or on account of or become a lien on the Leased Premises.or any 
part thereof, or the Improvements now or hereafter comprising a 
part thereof, or the appurtenances thereto or the sidewalks, 
streets or vaults adjacent thereto, or the rent and income re
ceived by or for the account of Lessee from any subtenants or for 
any use or occupation of the Leased Premises, and such fran
chises, licenses and permits as may be appurtenant to the use of 
the Leased Premises, or any documents to which the Lessee is a 
party creating or transferring an interest or estate in the 
Leased Premises, payable to any governmental body: but shall not 
include any income tax, capital levy, estate, succession, inheri
tance or transfer taxes or similar tax of Lessor, or any fran
chise tax imposed upon any owner of the fee of the Leased Pre
mises, or any income, profits or revenue tax, assessment or 
charge imposed upon the rent or other benefit received by Lessor 
under this Lease, by any municipality, county or state, the 
United States of America or any governmental body: provided, 
however, that if at any time during the term of this Lease, the 
present method of taxation or assessment shall be so changed that 
the whole or any part of the taxes, assessments, levies, Imposi
tions or charges now levied, assessed or imposed on real estate 
and Improvements thereon shall be discontinued and as a substi
tute therefor, taxes, assessments, levies, Impositions, or char
ges shall be levied, assessed and/or imposed wholly or partially 
as a capital levy or otherwise on the rents received from said 
real estate or the rents reserved herein or any part thereof, 
then such substitute taxes, assessments, levies, Impositions or 
charges, to the extent so levied, assessed or imposed, shall be 
deemed to be included within the term "Impositions". 

Section 4.2.Lessor's Payments of Impositions on 
Land. Lessor covenants and agrees with Lessee, its successors 
and assigns, to pay to the appropriate taxing authority all 
ad valorem taxes against the Land or Impositions which are not 
the obligation of the Lessee under the provisions of Section 4.3 
hereof regarding proration of taxes between Lessor and Lessee. 

Section 4.3. Lessee's Payment of Impositions. As 
additional rental during the term of this Lease, Lessee will pay 
or cause to be paid as and when the same shall become due, sub
ject to the further provisions hereof, all the Impositions asses
sed against (i) the Apartment Improvements or other Improvements 
from time to time located on the Land, (but excluding all 
Impositions payable by Lessor under Section 4.2), (ii) all 
fixtures, equipment and machinery therein owned by Lessee, and 
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(iii) the Land (to the extent not payable by Lessor under Section 
4.2), except that: 

(a) All Impositions that are payable by Lessee pursuant 
hereto for the tax year in which this Lease begins 
as well as during the year in which the term of 
this Lease expires shall be apportioned so that 
Lessee shall pay its proportionate share of the 
Impositions that are payable by Lessee pursuant 
hereto which are payable in the year in which the 
term of this Lease begin and in the year in which 
the term of this Lease expires, and Lessor shall 
pay its proportionate part. 

(b) Where any Imposition that Lessee is obligated to 
pay in whole or in part is permitted by law to be 
paid in installments, Lessee may pay such 
Imposition (or proportionate part thereof) in 
installments as and when such installments become 
due. 

(c) The provisions of this Article shall never be 
construed as imposing any liability upon Lessee for 
the payment of any taxes, assessments or other 
charges imposed by city, county, state or federal 
laws or ordinances or any other laws or ordinances, 
upon the income of Lessor, or upon the transfer or 
passing of any interest owned by Lessor in the 
Leased Premises, generally known as income, 
inheritance, estate, succession or transfer taxes, 
nor shall Lessee be obligated to pay any 
withholding, profit or revenue tax or charge levied 
upon the rents payable to Lessor under the terms of 
this Lease, or any corporate franchise tax or 
corporate license fee which may be levied upon or 
against Lessor or any successor corporate lessor. 

Section 4.4. Tax Receipts Upon Request. Notwithstand
ing any other provision in this Article IV to the contrary, Les
sor shall pay all Impositions which Lessor is obligated to pay 
under Section 4.2 directly to the taxing or other public author
ity and Lessee shall pay all Impositions which Lessee is 
obligated to pay under Section 4. 3 directly to the taxing or 
other public authority and Lessee and Lessor shall, upon request 
of the other party or the holder of any Leasehold Mortgage, 
exhibit and deliver to Lessee, Lessor or the holder of any 
Leasehold Mortgage photostatic copies of the receipted bills or 
other evidence satisfactory to Lessee, Lessor or the holder of 
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any Leasehold Mortgage showing such payment promptly after such 
receipts shall have been received by Lessee or Lessor, and upon 
the written request of the other party, Lessee or Lessor shall 
exhibit and deliver to Lessee or Lessor evidence of payment when 
due of all other Impositions which Lessee or Lessor is obligated 
to pay under Sections 4.2 and 4.3. 

Section 4.5. Tax Contests. Lessee may, if it shall so 
desire, contest the validity or amount (including the assessed 
valuation upon the Leased Premises) of any Imposition for which 
Lessee is responsible in whole or in part. In the event of any 
such contest, the payment of a contested Imposition may be defer
red during the pendency of such contest, if diligently prose
cuted, and Lessor agrees to join such contest upon request by 
Lessee; provided that, prior to the initiation of such contest 
and in any event, within thirty ( 30) days after the contested 
Imposition was initially due and Payable, the Lessee shall have 
deposited with the holder of the Leasehold Mortgage of first 
priority, or if there be no Leasehold Mortgage then with a 
national bank having its principal place of business in Dallas 
County, Texas, selected by Lessee (herein called "Imposition 
Trustee") an amount sufficient to pay such contested Imposition 
together with the interest and penalties thereon and all fees and 
expenses of the Imposition Trustee, if any (as reasonably esti
mated by the Imposition Trustee), which amount shall be applied 
to the payment of such contested Imposition when the amount 
thereof shall be finally fixed and determined; provided, however, 
that the application of such deposited funds toward the payment 
of such contested Imposition shall not alter or in anywise affect 
the obligations of Lessor and Lessee with regard to determining 
the party responsible for such payment as set forth in Sections 
4.2 and 4.3. In lieu of such cash deposit, the Lessee may deli
ver to the Lessor a surety company bond in form and substance 
reasonably satisfactory to Lessor. Nothing herein contained, 
however, shall be so construed as to allow such items to remain 
unpaid for such length of time as shall permit the Leased Pre
mises, or any part thereof, to be sold by any governmental city 
or municipal authority for the non-payment of same. If the 
amount so deposited as aforesaid shall exceed the amount of such 
payment as finally adjudged to be due, the excess shall be paid 
to the Lessee, or, in case there shall be any deficiency, the 
amount of such deficiency shall be paid by party liable for such 
Imposition as herein provided, and, if not so paid, may be paid 
by the other party as provided in Section 4.10. Within thirty 
(30) days after the amount of such contested Imposition is 
finally determined to be due, the party liable for such 
Imposition shall pay the amount so determined, together with the 
penalties, interest and expenses of such contest. 
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Section 4.6. Evidence of Impositions Payable. The 
certificate, advice, bill or statement issued or given by the 
appropriate officials authorized or designated by law to issue or 
give the same or to receive payment of any Imposition, of the 
existence, non-payment or amount of such Imposition shall be 
prima facie evidence for all purposes of the existence, non
payment or amount of such Imposition. 

Section 4.7. Rendition. Lessee shall have the right to 
render the Leased Premises, the Land and/or the Apartment 
Improvements for all taxing jurisdictions imposing Impositions, 
if any, and Lessor ~grees to join in Lessee's rendering if 
requested to do so by Lessee. 

Section 4.8. Utilities. Lessee shall pay (or cause to 
be paid or discharged) all charges to Lessee for gas, elect r i
ci ty, light, heat or power, telephone and other communication 
services used, rendered or supplied upon or in connection with 
Lessee's use of the Leased Premises, and all water and sewer 
service charges levied or charged against the Leased Premises 
during the continuance of this Lease; however, nothing herein 
shall obligate Lessee to pay utility or other charges by the 
suppliers of such utilities or services directly to a subtenant 
of the Leased Premises. 

Section 4. 9. Expenses of Contest. All costs and ex
penses of any contest of any Imposition pursuant to this Article 
IV by Lessee shall be paid by Lessee. 

Section 4.10. Option of other Party to Pay Impositions. 
If either Lessor or Lessee shall fail to pay any of such Imposi
tions for which it is liable, or its proportionate part thereof, 
as the case may be, before the same becomes delinquent, or fails 
to notify the other party of its intention to contest the same 
prior to such delinquency, or fails to pay contested Impositions 
as provided for in Section 4.5 hereof, such other party may, at 
such other party's election (but shall not be obligated to), upon 
ten (10) days prior written notice to such other party, pay such 
Impositions with any interest and penalties due thereon, and the 
amount so paid by such other party shall be repayable to it ·by 
the party failing to pay on demand, together with interest 
thereon at the rate of 18% per annum from the date of such pay
ment until repaid; provided, however, that before Lessor may pay 
any such Imposition on behalf of the Lessee, the Lessor shall 
give the Lessee notice of such intended payment in the same man
ner as provided herein for any default by Lessee. 
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ARTICLE V. 

Insurance 

Section 5.1. Casualty Insurance. During the term of 
this Lease, Lessee will keep and maintain (or cause to be kept 
and maintained) in force a policy of insurance on the Apartment 
Improvements or any replacements or substitutions therefor with 
deductibles in an amount which Lessee may reasonably desire (not 
exceeding five percent of the face amount of such insurance 
policy unless Lessor approves a larger deductible), from and 
after commencement of construction of the Apartment Improvements, 
against Insurable Risks, and in builder's risk completed value 
form during construction, in amounts sufficient to avoid the 
effects of co-insurance provisions of policies, that is, not less 
than ninety percent ( 90%) of actual replacement cost (exclusive 
of cost of excavation, foundations, footings below the surface of 
the ground or below the lowest basement level and costs of 
underground flues, pipes and drains). Such "actual replacement 
cost" shall be confirmed from time to time (but not more 
frequently than once in any twelve calendar months) at the 
request of Lessor, by one of the insurers or, at the option of 
Lessee, by an appraiser, engineer, architect or contractor 
approved by the issuer of such insurance policy and paid by 
Lessee; 

"Insurable Risks" shall mean those risks covered by the 
Texas Standard Form Fire and Extended Coverage Policy (including 
fire and direct loss by windstorm, hurricane, hail, explosion, 
riot, civil commotion, smoke, aircraft and Land vehicles; sonic 
shock wave; and leakage from fire protective equipment). 

Such insurance shall be secured and maintained with a 
company or companies reasonably satisfactory to the Leasehold 
Mortgagee holding the Leasehold Mortgage of first priority (or if 
there by no Leasehold Mortgagee, then reasonably satisfactory to 
Lessor), and shall be carried in the name of both Lessor and 
Lessee, as their respective interests appear, shall contain a 
mortgage clause acceptable to Lessee's Leasehold Mortgagees, but 
shall be payable to the Leasehold Mortgagee holding the Leasehold 
Mortgage of first priority who shall agree to receive and dis
burse all proceeds of such insurance as set forth in Article VI 
hereof. Lessee agrees to furnish Lessor, and any Leasehold Mort
gagee, with duplicate originals or copies of all such policies 
(or certificates evidencing such insurance), and to furnish and 
maintain with each of such parties, at all times, a certificate 
or certificates of the insurance carrier or carriers certifying 
that such insurance will not be cancelled without at least thirty 
(30) days' advance written notice to each of such parties. 
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Notwithstanding the forgoing provlslons hereof, Lessee 
shall not be obligated to maintain (or cause to be maintained) 
insurance policies with respect to Improvements constructed, 
owned and insured (or self-insured) by a sublessee under the 
terms of a sublease which Lessor has recognized pursuant to a 
non-disturbance agreement between Lessor and such sublessee. 

Section 5.2. Indemnity. Lessee shall indemnify and 
hold harmless Lessor and its successors (the "Indemnified 
Parties"), from all claims, suits, actions and proceedings 
("Claims") whatsoever which may be brought or instituted on 
account of or growing out of any and all injuries or damages, 
including death, to persons or property relating to the use of 
occupancy of the Leased Premises (including without limitation 
the construction, maintenance or operation of the Apartment 
Improvements), and all losses, costs, penalties, damages and 
expenses, including but not limited to attorneys' fees and other 
costs of defending against, investigating and settling the 
Claims; provided, however, that the indemnity with respect to 
injuries or damages caused by the negligence or willful 
misconduct of Lessor, its agents or employees. Lessee shall 
assume on behalf of the Indemnified Parties and conduct with 
reasonable diligence and in good faith the defense of all Claims 
against the Indemnified Parties, whether or not Lessee is joined 
therein; provided, however, without relieving Lessee of its 
obligations under this Agreement, the Indemnified Parties, at 
their election may defend or participate in the defense of any or 
all of the Claims with attorneys and representatives of their own 
choosing. Maintenance of the insurance referred to in this 
Agreement shall not affect Lessee's obligations under this 
Section 5.2 and the limits of such insurance shall not constitute 
limit on Lessee's liability under this Section 5.2 (but the 
provisions hereof shall not alter the limitations of liability 
contained in Article IX hereof); provided, however, that Lessee 
shall be relieved of its aforesaid obligation of indemnity to the 
extent and only to the extent of the amount actually recovered 
from one or more of the insurance carriers of Lessee (or 
recovered in respect of any insurance carried by Lessor) and 
either ( i) paid to Lessor or ( i i) paid for Lessor's benefit in 
reduction of any liability, penalty, damage, expense or charge 
imposed upon Lessor in connection with the Claims. Lessor 
covenants and agrees that Lessee shall have the right to contest 
the validity of any and all such Claims of any kind or character 
and by whomsoever claimed, in the name of Lessee or Lessor, as 
Lessee may deem appropriate, provided that the expenses thereof 
shall be paid by Lessee, or Lessee shall cause the same to be 
paid by its insurer. 
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Section 5.3. Liability Insurance. During the term of 
this lease, Lessee agrees to secure and maintain in force, com
prehensive general liability insurance issued by a company or 
companies reasonably satisfactory to Lessor, with limits of not 
less than $10,000,000 with respect to bodily injury or death to 
any number of persons in any one accident or occurrence; nor less 
than $300,000 with respect to property damage in any one accident 
or occurrence. Lessee agrees to furnish and thereafter maintain 
with Lessor certificates of insurance to the effect that the 
above policy or policies of insurance are in force and that the 
same will not be cancelled without thirty (30) days' advance 
written notice to Lessor. 

Section 5.4. Expenses of Indemnity. All costs and 
expenses of Lessee in fulfilling any of its obligations or 
agreements hereinabove set forth, including it's indemnity 
agreements to the extent same are not covered and paid by 
insurance policies maintained by Lessee, and the cost of any 
judgment or settlement, attorneys' fees and insurance 
deductibles, shall be operating expenses of Lessee for the year 
in which the expenditure occurs. 

Section 5. 5. Subrogation. Anything in this Lease to 
the contrary notwithstanding, to the extent permissible under the 
laws of the State of Texas, Lessor and Lessee each hereby waives 
any and all rights of recovery, claim, action or cause of action 
against the other, its agents, officers, or employees, for any 
injury, death, loss or damage that may occur to persons or the 
Apartment Improvements, or any part thereof, or any personal 
property of such party therein, by reason of fire, the elements, 
or any other cause which could be insured against under the terms 
of the policies of casualty insurance Lessee is required to 
provide then in effect hereunder, regardless of cause or origin, 
including negligence of the other party hereto, its agents, offi
cers or employees, and covenants that no insurer shall hold any 
right of subrogation against such other party. All casualty 
insurance obtained by either Lessee or Lessor hereunder, express
ly including the property damage insurance described in this 
Article V, shall contain, if reasonably obtainable, provisions 
whereby the insurer releases all rights of subrogation against 
both Lessor and Lessee and any and all sublessees. The waiver of 
subrogation provided for herein shall be fully effective so long 
as such waiver does not invalidate or impair the coverage of any 
insurance provided for herein. 

Section 5.6. Blanket Policies. Any insurance required 
to be maintained herein by Lessee may be effected under blanket 
insurance policies relating to the Leased Premises and other 
properties. 
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ARTICLE VI. 

Destruction of Improvements 

Section 6.1. Lessee's Obligation to Restore. Should 
the Apartment Improvements or any other Improvements constructed 
by Lessee hereafter situated on the Land (excluding herefrom 
Improvements constructed by a sublessee of Lessee), or fixtures 
therein or thereon, during the term of this Lease be wholly or 
partially destroyed or damaged by fire, or any other casualty 
whatsoever which is an Insurable Risk, Lessee shall promptly 
repair, replace, restore or reconstruct the same in substantially 
the form in which the same existed prior to any such casualty 
(subject to the provisions of Section 10.3 hereof) and with at 
least as good workmanship and quality as the Improvements being 
repaired or replaced, all in compliance with the provisions of 
Section 7.2 hereof but with such alterations or modifications to 
the restored Improvements as may be consistent with the further 
terms and provisions hereof; provided, however, that Lessee shall 
not be obligated to repair, replace or reconstruct such 
Improvements unless ( i) insurance proceeds received by Lessee 
from the policies of insurance maintained with respect to such 
Improvements (plus the applicable deductible under such policies) 
are sufficient to pay the costs and expenses of such repair, 
replacement and reconstruction and (ii) such damage resulted from 
an Insurable Risk (it being understood that Lessee has no 
obligation to repair or reconstruct Improvements damaged by a 
risk or casualty that is not an Insurable Risk). Should the cost 
of said repairs, restoration and rebuilding be estimated by 
Lessee's architect (which estimate must be made within a reason
able time under the circumstances) to be in excess of said insur
ance proceeds (plus the applicable deductibles under such poli
cies) and Lessee fails to commence such repairs, restoration and 
rebuilding within a reasonable time, in no event exceeding one 
hundred eighty (180) days after the cost of such repairs, restor
ation and rebuilding is known to Lessee and the amount of such 
available insurance proceeds is determined, Lessor shall have the 
option to terminate this Lease by written notice to Lessee sub
ject, however, to the rights of any Leasehold Mortgagee as set 
forth in Article X hereof. Notwithstanding any provision to the 
contrary in Article IX or elsewhere in this Lease, the termin
ation option of Lessor set forth in the preceding sentence shall 
be the sole and exclusive recourse that Lessor may take against 
Lessee as a result of Lessee's failure to commence (or complete) 
such repairs, restoration and rebuilding is a breach of Lessee's 
obligation hereunder when insurance proceeds are sufficient for 
restoration or is a result of Lessee's election not to rebuild 
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after determining that available insurance proceeds are 
insufficient to cover the costs of repairs and restoration. 

In the event of a termination of this Lease by Lessor as 
a result of Lessee's failure to commence (or complete) restor
ation for any of the reasons or under any of the circumstances 
set forth above, this Lease shall terminate and come to an end 
upon Lessor's termination as aforesaid as though the date of such 
termination by Lessor were the date of expiration of the term of 
this Lease, and all insurance proceeds shall be payable as fol
lows: first to discharge any Leasehold Mortgages; second, to 
Lessor in an amount sufficient to pay the cost to clear the Land 
of the partially damaged or destroyed Improvements; third to 
Lessee in an amount equal to Lessee's equity invested in project 
plus the then present value (discounted at 10% per annum) of the 
leasehold estate hereunder for the balance of the stated term of 
this Lease based upon average net cash flow for preceding three 
years; and the balance to be paid to Lessor. 

Section 6.2. Deposit of Funds for Restoration. So long 
as there exists a Leasehold Mortgage, all fire and extended 
coverage insurance proceeds shall be deposited with the holder of 
such Leasehold Mortgage having the first lien priority. If there 
be no Leasehold Mortgage, such proceeds shall be deposited with a 
national bank in Dallas, Texas selected by Lessee ("Qualified 
Bank"). In any event such proceeds shall be received, held or 
paid out by such Leasehold Mortgagee, if any, or by such Quali
fied Bank, and shall be disbursed for restoration of the casualty 
damages as follows: 

(a) Lessee must first secure Lessor's and any Leasehold 
Mortgagee's reasonable approval of the Plans and 
Specifications for the proposed restorative work if 
such Plans and Specifications or restoration 
deviate materially from the Plans and 
Specifications for the Improvements which have been 
so damaged. The insurance proceeds will be paid to 
Lessee by the first lien Leasehold Mortgagee, if 
any, or disbursed by such Qualified Bank, if any, 
after delivery of evidence reasonably satisfactory 
to such Leasehold Mortgagee, if any, and to Lessor 
that (a) such repair, restoration or rebuilding has 
been completed and effected in compliance with this 
Lease, and (b) no mechanic's or materialmen's liens 
have attached to the fee or leasehold estate; or at 
the option of Lessee, such proceeds may be advanced 
by such Leasehold Mortgagee or disbursed by such 
Qualified Bank in reasonable installments. Each 
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such installment (except the final installment) is 
to be advanced by such Leasehold Mortgagee, if any, 
or disbursed by such Qualified Bank, if any, in an 
amount equal to the cost of construction of the 
work completed (including Lessee's overhead 
directly related or reasonably allocated thereto) 
since the last prior advance (or since commencement 
of work, as to the first advance) according to a 
certificate by the Lessee's architect in charge, 
less statutorily required retainage in respect of 
mechanic's and materialman's liens, together with a 
reasonable showing of bills for labor and material, 
and evidence satisfactory to any such Leasehold 
Mortgagee that no lien affidavit has been filed in 
Dallas County for any labor or material in 
connection with such work. The final payment or 
disbursement, which shall be in an amount equal to 
the balance of such proceeds, shall then be made 
upon the architect's proper certificate of 
completion and upon receipt of evidence required by 
(i)(a) and (i){b) above, but in no event shall such 
Leasehold Mortgagee, if any, or such Qualified 
Bank, if any, be required to advance more than the 
balance of such insurance proceeds remaining on 
deposit within such disbursing agent; 

(b) Should the cost of said repairs, restoration or 
rebuilding as estimated by Lessee's architect be in 
excess of said insurance proceeds and Lessee has 
nevertheless elected to repair and restore such 
Improvements, or should the actual cost determined 
after Lessee has commenced restoration be in excess 
of said proceeds, Lessee will, upon demand by any 
such Leasehold Mortgagee, deposit the necessary 
funds to cover such deficiency with such Leasehold 
Mortgagee; 

(c) Any or all of such insurance proceeds in excess of 
the cost of such repairs, restoration or rebuilding 
may, if any Leasehold Mortgage so provides, be 
applied in reduction of unpaid principal and other 
indebtedness due under such Leasehold Mortgage in 
the order of priority of such Leasehold Mortgages; 
provided, however, that no insurance proceeds in 
excess of the cost of such repairs, restoration or 
rebuilding shall be applied to reduce the amount of 
any Leasehold Mortgage unless the architect has 
delivered to Lessor a certificate to the effect 
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that such repairs, restoration or rebuilding have 
been completed substantially in accordance with 
Plans and Specifications therefor. In the event 
that there is no Leasehold Mortgage on Lessee's 
interest, or no Leasehold Mortgagee elects to apply 
any such excess, the amount of excess shall be paid 
over to Lessee. 

Section 6.3. No Abatement. In the event of any such 
casualty, the Rental and other payments herein provided for shall 
not be abated, and the happening of any such casualty shall not 
cause a termination of this Lease except as herein provided. 

ARTICLE VII. 

Use, Repairs and Alterations 

Section 7 .1. Use of and Repairs to Leased Premises. 
Throughout the term of this Lease, Lessee ihall keep (or obtain 
from sublessees under subleases appropriate covenants or agree
ments to keep) all Improvements hereafter situated upon the Land, 
and all appurtenances thereunto belonging, in good and safe con
dition and in reasonable repair, and Lessee shall conform to and 
comply with all valid and enforced ordinances (as modified by 
variances applicable to the Land and Improvements thereon), regu
lations or laws (federal, state or municipal) affecting the 
Leased Premises, and shall indemnify and hold Lessor harmless 
from any and all penalties, damages and charges imposed or incur
red for any violation of such ordinances, regulations or laws 
relating to Lessee's use and operation of the Leased Premises. 
Lessor covenants and agrees that Lessee shall have the right to 
contest any such asserted or alleged violations of such ordin
ances, regulations or laws and the expenses of such contest shall 
be paid by Lessee, or Lessee shall cause the expenses of such 
contest to be paid by its insurer. It is understood, however, 
that Lessee shall be relieved of its aforesaid obligation of 
indemnity to the extent and only to the extent of the amount 
actually recovered from one or more of the insurance carriers of 
either Lessee or'Lessor, and (i) paid to Lessor or (ii) paid for 
Lessor's benefit in reduction of any such liability, penalties, 
damages, expense or charges imposed upon Lessor. It is further 
understood that the provisions hereof are subject to the 
limitations of liability and other provisions of Article IX 
hereof. 

Section 7.2. Alterations. Lessee shall have the right, 
from time to time, to make additions, alterations and changes 
(hereinafter sometimes referred to collectively as "Alterations") 
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in or to the Apartment Improvements (which term shall, when used 
in this Section 7. 2, include any replacement or substitution 
therefor), provided that no Event of Default (as defined herein) 
shall exist by Lessee in the performance of any of Lessee's 
covenants or agreements in this Lease, subject, however, to the 
following: 

(a) no structural Alterations of the original facade or 
exterior of the Apartment Improvements shall be 
commenced except after receipt of Lessor's written 
approval of such Alterations, which approval Lessor 
agrees not to unreasonably withhold; 

(b) no Alterations shall be made which would impair the 
structural soundness of the Apartment Improvements; 

(c) no Alterations shall be undertaken until Lessee 
shall have procured and paid for, so far as the 
same may be required from time to time, all 
permits, licenses and authorizations of all 
municipal departments and governmental subdivisions 
having jurisdiction and all required consents of 
Leasehold Mortgages having any interest in or lien 
upon the Leased Premises. Lessor shall join, but 
without expense to Lessor, in the application for 
such permits, licenses or authorizations whenever 
such action is necessary and is requested by 
Lessee; 

(d) any Alterations shall be commenced and completed 
within a reasonable time (subject to Unavoidable 
Delays and other matters referred to in Section 2.4 
hereof) and in a good and workmanlike manner and in 
substantial compliance with all applicable permits, 
licenses and authorizations and buildings laws and 
with all other applicable enforced laws, 
ordinances, orders, rules, regulations and 
requirements of federal, state and municipal 
governments, departments, commissions and boards; 

(e) if any involuntary liens for labor and materials 
supplied or claimed to have been supplied to the 
Leased Premises shall be filed, Lessee shall pay or 
bond around such liens to Lessor's reasonable 
satisfaction or otherwise obtain the release or 
discharge thereof at least sixty (60) days prior to 
the time that Lessor's interest in the Land and/or 
Apartment Improvements may become subject to forced 
sale with respect to such involuntary liens; 
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(f) Lessee shall obtain workmen's compensation 
insurance covering all persons employed in 
connection with the work and with respect to whom 
death or bodily injury claims could be asserted 
against Lessor, Lessee or the leased Premises; and 

(g) Lessee will upon demand by Lessor give reasonably 
satisfactory proof or assurances to Lessor that the 
funds required to pay for the Alterations are or 
will be available to Lessee for such purpose. 

Section 7.3. No Abatement. In no event shall Lessee be 
entitled to any abatement, allowance, reduction or suspension of 
the Rental and other charges herein reserved or required to be 
charged by reason of such Alterations, nor shall Lessee, by rea
son thereof, be released of or from any other obligations imposed 
upon Lessee under this Lease. 

Section 7. 4. Lessee Has No Authority to Bind Lessor's 
Interest. Neither Lessee no any of Lessee's agents, employees, 
representatives, contractors or subcontractors shall have any 
power or authority to do any act or thing or to make any contract 
or agreement which shall result in the creation of any mechanics' 
lien or other lien or claim upon or against Lessor or Lessor s 
interest in the Leased Premises, and Lessor shall have no respon
sibility to Lessee or to any contractor, subcontractor, supplier, 
materialman, workman or other person, firm or corporation who 
shall engage in or participate in any alterations. Lessee shall 
have the right to contest any mechanics' lien or other involun
tary lien in good faith and by proper proceedings; however, in 
any event, Lessee shall be obligated to bond or otherwise dis
charge of record any such lien asserted against the interest of 
Lessor as a result of Lessee's work on the Leased Premises at 
least sixty (60) days prior to the time Lessor's interest might 
be claimed to be subject to forfeiture or forced sale as a result 
of any such lien claim. 

ARTICLE VIII. 

Assignment, Subletting and Mortgage; 
Obligations After Assignment or Termination 

Section 8.1. Lessee May Assign, Sublet and Mortgage. 
Lessee may freely assign, transfer, sublet, hypothecate, pledge 
or mortgage the leasehold estate created by this Lease without 
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Lessor's prior written consent (except as expressly required in 
this Section 8.1), subject only to the provisions of this Section 
8 .1. 

(a) Lessee shall not sell, assign, transfer or·convey 
(hereinafter referred to as "Transfer") the 
leasehold estate under this Lease to any party 
other than an Affiliate of Lessee, except in favor 
of one or more Leasehold Mortgagees, until after 
the completion of the construction of the Apartment 
Improvements unless Lessor shall expressly consent 
to and approve such transfer in writing. 

(b) If Lessee desires to Transfer (other than the 
granting of a Leasehold Mortgage) all or any 
portion of the interest of Lessee in and to the 
leasehold estate under this Lease to any party 
other than an Affiliate of Lessee or to an Excluded 
Transferree, Lessee shall give Lessor written 
notice of Lessee's desire to offer for Transfer 
such leasehold estate interest. Such notice shall 
set forth the price and other terms at which Lessee 
is willing to transfer such interest in the lease
hold estate. Lessor shall have the option, 
exercisable within seventy-five (75) days after 
receipt of such notice, to obtain such Transfer of 
the offered interest on the terms set forth in such 
notice (or if such notice contains terms other than 
for cash or equivalent, then at a price equal to 
the price set forth in such notice if Lessor cannot 
reasonably comply with such other terms). For 
purposes of the previous sentence, a promissory 
note executed by Lessor shall be deemed the 
equivalent of a promissory note executed by a third 
party, provided that the terms are otherwise the 
same. In the event Lessor exercises its option 
under this Subparagraph (b), the leasehold estate 
interest will be transferred to Lessor and the 
Lessor shall pay to Lessee the applicable price and 
other consideration for such Transfer at the time 
of closing held within the time provided in 
Lessee's original notice to Lessor, or if no time 
is stated by Lessee, then at a closing held not 
later than one hundred twenty (120) days after 
Lessor notifies Lessee of Lessor's election to 
exercise its option under this Subparagraph (b). 
In the event Lessor does not exercise its option 
under this Subparagraph (b) within the seventy-five 
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(75) day period referred to above, then all rights 
of the Lessor to obtain a Transfer of the leasehold 
estate interest shall terminate and Lessee shall be 
free to transfer such leasehold estate interest to 
a third party at the price and terms set forth in 
such notice (or under more favorable terms and 
conditions as to Lessee) within the one hundred 
eighty (180) day period following such seventy-five 
(75) day period; provided, however, that the 
identity of such third party shall be subject to 
Lessor's prior approval, which app~oval shall not 
be unreasonably withheld (which shall be deemed 
granted unless Lessor notifies Lessee of 
disapproval within 30 days following receipt of 
information identifying such third party); and 
provided further, however, that if Lessor does not 
approve the identity of such third party, Lessor 
shall then be obligated to accept a transfer of 
such leasehold estate interest upon the same terms 
and conditions as such third party had agreed to 
accept transfer of same. If a Transfer to an 
approved third party is not consummated within such 
180 day period, then Lessee may not thereafter 
transfer the leasehold estate without again 
complying with the provisions of this Subparagraph 
(b) • 

As used in this Lease, "Affiliate" when used in 
reference to Lessor or Lessee shall refer to any 
person, firm, corporation, partnership or other 
legal entity (hereinafter referred to as "person") 
controlled by, controlling or under common control 
with a party. Control as used in this definition 
means actual direction or power to direct the 
affairs of the controlled person, and no person 
shall be deemed in control of another simply by 
virtue of being a director, officer or holder of 
voting securities of any entity. A person shall be 
presumed to control any partnership of which he or 
it is a general partner. 

For purposes hereof, the phrase "Excluded 
Transferee" shall mean the transferee in any 
transaction to evidence (i) a sale to all or any of 
the partners of Texas University Apartments I, Ltd. 
(the "Partners"), or all or any Partner's spouse, 
issue (including without limitation children by 
adoption), brother, sister, or parent (the 
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"Partner's Family"), (ii) a gift to any Partner, to 
one or more of any Partner's Family, or to the 
trustee or trustees of a trust the vested benefici
aries of which then include any Partner or any 
Partner's Family (but no other persons or entities) 
or (iii) the inheritance by or the allocation 
thereof to spouse or the spouse of one of any 
Partner's Family in connection with a division of 
their community or other property. 

(c) Lessee may close any Leasehold Mortgage loan 
provided that the loan documents relative thereto 
contain provisions substantially in compliance with 
Section 8.2 and provided further that the final 
maturity thereof does not extend beyond the date 
stated in Article I hereof for the expiration of 
the term of this Lease. 

(d) Lessee may enter into subleases having lease terms 
(including renewal options) that do not extend 
beyond the date originally provided for in Article 
I hereof for the expiration of the term of this 
Lease. Lessee shall not enter subleases with a 
term (including all renewal options) extending 
beyond the date originally provided for in Article 
I hereof for the expiration of the term of this 
Lease without Lessor's prior consent. 

Section 8. 2. Leasehold Mortgage Provisions. Every 
lienholder to whom Lessee shall grant a mortgage, pledge, lien or 
other encumbrance upon Lessee's leasehold estate hereunder must 
expressly agree in the loan documents that ( i) such mortgage, 
pledge, lien or other encumbrance upon Lessee's leasehold estate 
hereunder is second, inferior and subordinate to the rights of 
Lessor in and to the Land, the Leased Premises, the Apartment 
Improvements or the Improvements, ( i i) all notices to Lessee of 
any default or defaults of Lessee under such loan documents or in 
connection with such loan, including notice of acceleration of 
the maturity of the indebtedness, will be given to Lessor as well 
as to Lessee and shall not be effective until so given to Lessor, 
(iii) such lienholder will accept a cure of any default under 
such loan documents by Lessor, but that Lessor shall not be 
required to cure any such default, and (iv) all payments so made 
and all things so done or performed by Lessor shall be as 
effective to prevent an acceleration of the maturity of the 
indebtedness, the foreclosure of any liens securing payment 
thereof or the exercise of any other remedies by such lienholder 
upon default by Lessee thereunder as the same would have been if 
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paid, done or performed by Lessee instead of by Lessor. Lessor 
shall not be or become liable to any such lienholder as a result 
of the right and option to cure any such default or defaults by 
Lessee. 

Section 8. 3. Lessor Transfers and Mortgages. 
may not assign, transfer, sublet, hypothecate, pledge or 
the Land or Lessor's interest under this Lease, without 
prior written consent. 

Lessor 
mortgage 
Lessee's 

Section 8. 4. Compliance Certificates. To the extent 
permitted under the laws of the State of Texas, Lessor and Lessee 
shall, from time to time, without additional consideration, exe
cute and deliver to each other or to any person whom the request
ing party may designate or, upon request, of any Leasehold Mort
gagee an Compliance Certificate (in substantially the form 
attached hereto as Schedule V in the case of Lessor) consisting 
of statements, if true, that (i) this Lease is in full force and 
effect, with Rental current through the date of the certificate; 
(ii) this Lease has not been modified or amended (or setting 
forth all modifications and amendments); and (iii) to the best of 
such party's knowledge and belief, the other party is not then in 
default, and Lessee and Lessor have fully performed all of 
Lessee's and Lessor's obligations, respectively, hereunder; and 
such further consents and instruments of a similar nature 
evidencing the agreement of Lessor or Lessee of the fee or 
leasehold estate created hereby as may be reasonably requested by 
Lessor or Lessee or any Leasehold Mortgagee, assignee or 
transferee of the interest of Lessee, as applicable. 

ARTICLE IX. 

Default 

Section 9 .1. Events of Default. Each of the following 
shall be deemed an Event of Default by Lessee under this lease: 

(a) Failure by Lessee to pay any installment of Rental 
or to pay or to cause to be paid Impositions (to 
the extent Lessee is obligated to pay same or cause 
same to be paid), insurance premiums or other 
liquidated sums of money herein stipulated in this 
Lease to be paid by Lessee if such failure shall 
continue for a period of thirty ( 30) days after 
written notice ("First notice") thereof has been 
received by Lessee (with a copy of said notice to 
any Leasehold Mortgagee or trustee as provided in 
Article X hereof). 
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(b) Material failure by Lessee to perform or observe 
any of the terms, covenants, conditions, agreements 
and provisions of this Lease (other than the pay
ment of rent, Impositions, insurance premiums or 
other liquidated sums of money and other than the 
obligation to commence construction by the date 
provided in Section 2.1) stipulated in this Lease 
to be observed and performed by Lessee if such 
failure shall continue for a period of one hundred 
twenty (120) days after notice ("First notice") 
(which notice shall explicitly specify the nature 
of any such material failure by Lessee to perform 
or observe any of the terms, covenants, conditions, 
agreements and provisions of this Lease and where 
appropriate, recommend possible remedial actions to 
be taken by Lessee) thereof has been received by 
Lessee (with a copy of said notice to any Leasehold 
Mortgagee or trustee as provided in Article X 
hereof); provided, however, that if any such 
failure (other than failure involving payment of 
liquidated sums of money) cannot reasonably be 
cured within such one hundred twenty (120) day 
period, then Lessor shall not have the right to 
exercise Lessor's remedies pursuant to Subparagraph 
(a) or (b) of Section 9. 2 for so long as Lessee 
proceeds in good faith and with due diligence to 
remedy and correct such failure. 

Section 9.2. Lessor Remedies for Lessee Default. If an 
Event of Default occurs hereunder, Lessor may, at any time 
thereafter (i.e. after the period following the First notice 
provided for in Section 9.1) during the continuance of such Event 
of Default after ten (10) days following written notice ("Second 
notice") to Lessee (with a copy of said Second not ice to any 
Leasehold Mortgagee or trustee as provided in Article X hereof), 
do one or more of the following as Lessor's sole remedies for 
such Event of Default: 

(a) Subject to the provisions of Article X hereof with 
respect to the rights of any Leasehold Mortgagee 
and the rights of sublessees, terminate this Lease 
by giving Lessee written notice of termination 
(with a copy of said notice to any mortgagee or 
trustee as provided in Article X hereof), in which 
event this Lease and the leasehold estate created 
hereby and all interest of Lessee and all parties 
claiming by, through or under Lessee shall 
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automatically terminate upon the effective date of 
such termination notice with the same force and 
effect and to the same extent as of the effective 
date of such notice were the day originally fixed 
in Article I hereof for the expiration of the term 
of this Lease, and Lessor, its agents or 
representatives, shall have the right, without 
further demand or notice, to reenter and take 
possession of the Leased Premises (including all 
Improvements comprising part thereof) and remove 
all persons and property therefrom with or without 
process of law, without being deemed guilty of any 
manner of trespass and without prejudice to any 
remedies of Lessor for past due rent or other sums 
due under the provisions hereof. 

(b) Subject to the provisions of Article X hereof with 
respect to the rights of any Leasehold Mortgagee 
and rights of sublessees, terminate Lessee's right 
to possession of the Leased Premises and enjoyment 
of the rents, issues and profits therefrom, without 
terminating this Lease or the leasehold estate 
created hereby, reenter and take possession of the 
Leased Premises (including all buildings and other 
Improvements comprising part thereof) and remove 
all persons and property therefrom, with or without 
process of law, without being deemed guilty of any 
manner of trespass and without prejudice to any 
remedies for any breaches of covenants (including 
the payment of rent), then existing or thereafter 
occurring, and lease, manage and operate the leased 
Premises and collect the rents, issues and profits 
therefrom in the manner provided in Section 9. 4, 
all for the account of Lessee, and credit to the 
satisfaction of Lessee's obligations hereunder the 
net rental thus received (after deducting therefrom 
all reasonable costs and expenses of repossessing, 
leasing, managing and operating the Leased 
Premises). If the net rental so received by Lessor 
exceeds the amounts necessary to satisfy all of 
Lessee's obligations under this Lease (including 
reasonable reserves for operations and re
placements), Lessee shall be entitled to such 
excess; provided that all accrued and unpaid Rental 
owing to Lessor shall be paid prior to the payment 
of any such excess to Lessee. In the event Lessor 
retakes possession of the Leased Premises under the 
foregoing provisions hereof, Lessor shall not be 
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liable for any damages or injuries arising from its 
management and operation of the Leased Premises 
unless caused by the negligence or misconduct of 
Lessor, its agents or employees. 

Upon the exercise of Lessor's remedies pursuant to this Section 
9.2, Lessee shall execute such releases, deeds and other instru
ments in recordable form as Lessor shall reasonably request to 
accurately set forth of record the status of the leasehold estate 
and Lessee s rights hereunder. 

The liability of Lessee for the payment of Rental and 
any other sums hereunder shall be expressly subject to the fur
ther limitations and provisions of this Article IX, including 
Sections 9.5 and 9.6 hereof. 

Section 9.3. No Waiver of Default. No waiver of any 
breach of any covenant or provision of this Lease shall be con
strued to be a waiver of any other or subsequent breach of the 
same or of any other covenant or provisions, and the acceptance 
of Rental or default shall not be deemed a waiver of the right to 
demand the complete performance by Lessee of its obligations 
hereunder. 

Section 9.4.Limitation on Liability. Excluding 
Lessor's right to maintain an action against Lessee for fraud and 
for failure to comply with the obligations of Lessee set forth in 
Article V hereof, Lessor specifically agrees that the exclusive 
remedies of Lessor for the failure of Lessee to perform any of 
its other obligations under this Lease shall be limited to 
proceeding against the interest of Lessee under this Lease in and 
to the Land and any Improvements thereon. Should Lessee fail to 
pay any sum required to be paid by Lessee hereunder, or fail to 
perform any obligation required to be performed by Lessee here
under, other than as set forth in the preceding sentence, any 
proceedings brought by Lessor against Lessee shall be limited to 
proceeding against Lessee's rights and interests under this Lease 
in and to the Land any Improvements thereon, and no attachment, 
execution, or other writ or process shall be sought, issued, or 
levied upon any assets, properties, or funds of Lessee, or any 
partner of Lessee, its successors or assigns, other than against 
Lessee's interest under this Lease in and to the Land and any 
Improvements thereon. Without limiting the generality of the 
foregoing, no deficiency or other monetary judgment shall ever be 
sought or obtained by Lessor against Lessee. No provision of 
this Section 9.4 shall be construed to prevent Lessor from 
obtaining the proceeds of insurance policies property payable to 
Lessor in accordance with the provisions hereof. 
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Section 9.5. Agreements Binding During Ownership. The 
term "Lessee" as used in this Lease so far as covenants or obli
gations on the part of the Lessee are concerned shall be limited 
to mean and include only the owner or owners at the time in ques
tion of the Apartment Improvements and in the event of any 
assignment, sale or transfer by Lessee of its leasehold here
under, the Lessee herein named (and in case of any subsequent 
transfer or conveyances the then transferor) shall from and after 
the effective date thereof be automatically freed and relieved 
from and after the date of such transfer or conveyance of all 
liability and obligation as respects the performance of any cove
nants or obligation on the part of the Lessee contained in this 
Lease thereafter to be performed; provided that any funds in the 
hands of such Lessee or the then transferor at the time of such 
transfer, in which the Lessor has an interest, shall be turned 
over to the transferee and any amount then due and payable to the 
Lessor by the Lessee or the then transferor under any provision 
of this Lease, shall be paid to the Lessor; and provided further 
that upon any such transfer, the transferee shall assume, subject 
to the limitations of this Section 9.5 and Section 9.4, all of 
the terms, covenants and conditions in this Lease to be performed 
on the part of the Lessee, it being intended that the covenants 
and obligations contained in this Lease on the part of the Lessee 
shall, subject as aforesaid, be binding on the Lessee, its 
successors and assigns, only during and in respect to their 
respective successive periods of ownership. In the event of any 
assignment or other transfer by Lessee pursuant to the provisions 
of this Article IX, and upon any termination of this Lease, Les
see shall be relieved of all liabilities or obligations under 
this Lease (including specifically, but without limitation, any 
obligation to pay any Rental provided that all Rental payments 
due to the date of such assignment have been paid). 

Section 9.6. Default by Lessor. Should Lessor fail to 
perform its obligations under the provisions set forth herein or 
under any other written agreement between Lessor and Lessee, 
Lessee's sole remedy for such failure shall be to cease paying 
Percentage Rental to Lessor until such failure shall be cured or 
remedied by Lessor. 

ARTICLE X. 

Rights of Leasehold Mortgagee 

Section 10.1. Rights of Leasehold Mortgagee. In the 
event that Lessee, during the term of this Lease, should mortgage 
or otherwise encumber its leasehold estate or interest in any 
Improvements hereafter situated upon the Land in accordance with 
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the terms hereof, Lessee (or such Leasehold Mortgagee) shall give 
Lessor written notice of the same and the name and address of any 
such mortgagee and/or trustee; and thereafter, while any such 
Leasehold Mortgage or encumbrance is in force, Lessor shall give 
any such Leasehold Mortgagee or trustee a duplicate copy of any 
and all notices of default or other notices in writing which 
Lessor may give or serve upon Lessee pursuant to the terms of 
this Lease, and any such notice shall not be eff'ective until said 
duplicate copy is actually delivered to such Leasehold Mortgagee 
or trustee at such addresses as such Leasehold Mortgagee may from 
time to time designate, including the designation of an agent of 
such Leasehold Mortgagee for receipt of such notice; provided, 
however, that in no event shall Lessor be obligated to furnish 
such notice to more than two persons or corporations as to any 
one Leasehold Mortgage or other encumbrance, irrespective of the 
number of entities actually owning an interest in such Leasehold 
Mortgage or other encumbrance or acting as trustee thereunder or 
acting as an agent for any such Leasehold Mortgagee. Different 
addresses may be designated by such Leasehold Mortgagee or 
trustee by written notice delivered to Lessor from time to 
time. Any such Leasehold Mortgagee and/or trustee may, at its 
option, at any time before this Lease has been cancelled and 
terminated by Lessor as provided for in this Lease, pay any of 
the rents or other sums of money herein stipulated to be paid by 
Lessee or do any other act or thing required of the Lessee by the 
terms of this Lease; and all payments so made and all things so 
done or performed by any such Leasehold Mortgagee and/or trustee 
shall be as effective to prevent a termination of the rights of 
Lessee hereunder as the same would have been if done and 
performed by Lessee instead of by any such Leasehold Mortgagee or 
trustee. It is further agreed that Lessor shall not have the 
right to terminate this lease for any non-monetary default by 
Lessee during such time as the holder of a Leasehold Mortgage in 
good faith and with reasonable diligence ei th.er attempts to cure 
such default or commences and thereafter prosecutes with 
diligence appropriate proceedings for foreclosure or other 
enforcement of the liens securing such Leasehold Mortgage loan. 
Any such Leasehold Mortgage or deed of trust so given by Lessee 
may, if Lessee so desires, be conditioned as to provide that, as 
between any such Leasehold Mortgagee or trustee and Lessee, said 
trustee or Leasehold Mortgagee, on making good and performing any 
such default or defaults on the part of Lessee, shall be thereby 
subrogated to any and all of the rights of the person or persons 
to whom any payment is made by said Leasehold Mortgagee or 
trustee, and all of the rights of Lessee under the terms and 
provisions of this Lease, but any such subrogation shall not 
impair Lessor's rights under this Lease. No such Leasehold 
Mortgagee or trustee of the rights and interests of Lessee 
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hereunder shall be or become liable to Lessor as an assignee of 
this Lease until such time as said Leasehold Mortgagee or trustee 
shall by foreclosure or other appropriate proceedings in the 
nature thereof, or as the result of any other action or remedy 
provided for by such Leasehold Mortgage or deed of trust, or by 
proper conveyance from Lessee, either acquires the rights and 
interests of Lessee under the terms of this Lease or actually 
takes possession of the Leased Premises, and upon such Leasehold 
Mortgagee's or trustee's assigning such rights and interests to 
another party or relinquishing such possession, as the case may 
be, such Leasehold Mortgagee or trustee shall have no further 
liability. 

Upon termination of this Lease for any reason other than 
expiration by passage of time of the stated term, the holder of 
the Leasehold Mortgage of first priority upon Lessee's leasehold 
estate shall have the option, upon written notice delivered to 
Lessor not later than ninety (90) days after receipt of written 
notice from Lessor of such termination, to elect to receive, in 
its own name or in the name of its nominee or assignee, from 
Lessor a new lease of the Leased Premises for the unexpired 
balance of the term of this Lease on the same terms and 
conditions as in this Lease set forth, and Lessor agrees to 
execute such lease provided: 

(a) said Leasehold Mortgagee shall undertake forthwith 
to remedy any default of Lessee; 

(b) if the lease was terminated pursuant to Section 6.1 
hereof, then said Leasehold Mortgagee shall be 
obligated to repair or restore the Apartment 
Improvements on the Land, with such alterations as 
may be made thereto under the provisions of Sec
tions 7.2 and 10.3 of this Lease. 

Section 10. 2. Rights Following Foreclosure or Execution 
of New Lease. Notwithstanding any provision hereof to the con
trary, in the event of Foreclosure of a Leasehold Mortgage, 
should a Leasehold Mortgagee enter into a new lease with Lessor 
pursuant to Section 10.1 hereof and thereby become a Mortgagee 
Lessee, the following provisions shall apply, and the owner of 
the Lessee's interest under this Lease subsequent thereto shall 
have the following rights (in addition to any other rights 
enumerated in this Lease): 

(a) Upon the prior written consent of Lessor, such 
owner shall have the right to construct additional 
or substitute Improvements on the Land provided 
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such construction will not violate the terms and 
provisions of restrictions or protective covenants 
applicable to the Land. 

(b) Such owner may make such alterations in and to the 
Apartment Improvements as it deems necessary or 
appropriate provided that such alterations do not 
violate the terms and provisions of the subleases 
then in effect and the conditions set forth in 
Section 7.2 of this Lease are complied with. 

(c) In the event of such Foreclosure or upon the 
execution of such a new lease, the restrictions 
otherwise applicable under Subparagraph (a) of 
Section 8.1 hereof with respect to transfers prior 
to the Completion Date shall be null and void and 
of no further force or effect, as if said 
restrictions and/or limitations on rights of the 
Lessee had been stricken from this Leas~. 

Section 10. 3. Non-Termination Pending Foreclosure. Not
withstanding the provisions of this Article X, it is agreed that 
so long as there is a first Mortgage on Lessee's interest in this 
lease, the effective termination of this lease by reason of the 
occurrence of any of the actions specified in this Article X 
shall be postponed provided that (i) within a period of four (4) 
months after notice of such event of default is given by Lessor 
to the First Mortgagee, said Mortgagee shall (subject, however, 
to delay due to circumstances beyond the, control of Mortgagee) 
commence a foreclosure proceeding or sale under its Mortgage, 
(ii) such foreclosure or sale is prosecuted with due diligence 
under the circumstances, (iii) all current rentals and other 
monetary obligations of the Lessee under and in connection with 
this lease are timely paid in full or complied with and ( iv) 
title to said leasehold passes in due course, but; in any event, 
before the expiration of twelve (12) months (subject, in the case 
of Lessee's bankruptcy, to delay caused by enjoinder of such 
foreclosure by a bankruptcy court) following Lessor's giving the 
writ ten notice provided for in this Section 10.3 under 
foreclosure by said mortgagee. If any one of such conditions is 
not met at any time, the termination of this lease as provided in 
this Article X shall thereupon become effective without further 
notice, act or deed on the part of Lessor. 

Section 10.4. Recognition of Subleases. If for any rea
son this Lease and the leasehold estate of Lessee hereunder, or 
Lessee's right to possession of the Leased Premises, is ter
minated by Lessor by summary proceedings or otherwise in accor-
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dance with the terms of this Lease, Lessor covenants and agrees 
that such termination of this Lease shall not result in a termin
ation of any subleases affecting the Leased Premises that have 
been entered into by Lessee prior to such termination and that 
such subleases shall all continue thereof as direct leases be
tween Lessor hereunder and the sublessee thereunder, with the 
same force and effect as if Lessor hereunder had originally en
tered into such subleases as Landlord thereunder: however, Lessor 
shall not be liable or responsible to such sublessees for any 
security deposits under their leases nor for any rental which is 
paid more than thirty (30) days in advance of the date due under 
the terms of such subleases. Lessor's recognition of such sub
leases shall include, without limitation, recognition of the 
rights granted to tenants under such subleases to remove furnish
ings and trade fixtures of such tenants upon the terms set forth 
in such subleases. Any sublessee shall not be named or joined in 
any action or proceeding by Lessor under this Lease to recover 
possession of the Leased Premises or for any other relief. 
Lessor shall, upon request, execute, acknowledge and.deliver such 
agreements, evidencing and agreeing to the foregoing as any sub
lessee under a sublease shall reasonably require. Lessee agrees 
to use reasonable efforts to include in each sublease a provision 
whereby the sublessee will attorn to Lessor and to any purchaser 
at Foreclosure in the event of a termination of this Lease or 
Foreclosure of any Leasehold Mortgage. 

ARTICLE XI. 

Condemnation 

Section 11.1. Total Taking. Lessor and Lessee agree 
that should the whole of the Leased Premises be taken (which term 
when used in this Article XI shall include any conveyance in 
avoidance or settlement of condemnation or eminent domain 
proceedings) by the Government of the United States, State of 
Texas, City of Richardson or any other government or power 
whatsoever, or by any corporation under the right of eminent 
domain, or should the whole of said Leased Premises and Improve
ments be condemned by any court, city, state, county or 
governmental authority or off ice, department or bureau of the 
city, county, state, or United States, then this Lease shall 
terminate as of the date of taking of possession by the 
condemning authorities (or the later date on which Lessee 
receives its portion of the award) and the award will be 
distributed and payable to Lessor and Lessee as follows: 

(a) First, to the Lessor for each square foot of the 
Land taken in an amount equal to the lesser of (i) 
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full value of the fee simple title to the Land 
determined on a per square foot basis, exclusive of 
the Improvements and appurtenances thereto, 
undiminished by the existence of the leasehold 
estate of this Lease therein and calculated as if 
the Land were vacant and there were no Improvements 
or excavations thereon or (ii) per 
square foot for the portion of the Land taken (the 
amount determined under this Subparagraph herein 
called the "Ground Lessor's Condemnation Award"); 

(b) Second, to the Leasehold Mortgagees, the amount 
required to pay and discharge any Leasehold Mort
gages and if there has been a Foreclosure of a 
Leasehold Mortgage, to the Mortgagee Lessee for the 
amount of its foreclosure investment in the leased 
Premises; and 

(c) the balance shall be payable to Lessor and Lessee 
in the proportions that their respective interests 
bear to each other determined as follows: 

( i) the interest of the Lessor shall be based 
on the value of Lessor's interest in the 
Land and Improvements, subject to this 
Lease and taking into account for all 
purposes in making such evaluation the 
existence of the leasehold estate created 
under this Lease and the amount of Rental 
provided to be paid by Lessee (including 
the extension and purchase options, if any, 
of Lessee), and 

( ii) the interest of the Lessee shall be based 
upon the value of Lessee's interest in the 
Land and the Improvements, including the 
full value of the Improvements on the Land 
and the value for the taking of Lessee's 
leasehold estate and interest under this 
Lease. 

The portion of the total award payable to Lessor under Subpara
graph (c) above shall be reduced by the portion of the award 
first payable to Lessor under Subparagraph (a) above. 

Section 11.2. Partial Taking. Lessor and Lessee agree 
that should the fee simple title be taken to a part of the Leased 
Premises by the Government of the United States, State of Texas, 
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City of Richardson, or any other government of power whatsoever, 
or by any corporation under the right of eminent domain or should 
a part of said Leased Premises be condemned by any court, city, 
state, county or governmental authority or office, department or 
bureau of the city, county, state or United States, then in such 
event this Lease shall nevertheless continue in effect as to the 
remainder of the Leased Premises unless in Lessee's reasonable 
judgment so much of the Leased Premises shall be so taken or 
condemned as to make it economically unsound to attempt to use 
the remainder for the uses and purposes contemplated herein, in 
which latter event this Lease shall terminate upon notice of 
termination by the Lessee to Lessor, with such termination to be 
effective as of the date of taking of possession by the condemn
ing authority (or later date on which Lessee receives its portion 
of the award) in the same manner as if the whole of the Leased 
Premises had been thus taken or condemned; provided, however, 
that if a Leasehold Mortgage then encumbers the leasehold Pre
mises this Lease shall not terminate without the prior written 
consent of the Leasehold Mortgagee. In the event of such taking 
or condemnation of a portion of the Leased Premises where this 
Lease is not terminated thereby under the provisions of the first 
sentence of this Paragraph, the Rental payable during the remain
der of the term after taking of possession by said condemning 
authority shall be reduced on a just and proportionate basis 
having due regard to the square footage of the portion of the 
Land thus taken or condemned as compared to the remainder thereof 
and taking into consideration the extent, if any, to which Les
see's use of the remainder of the Leased Premises shall have been 
impaired or interfered with by reason of such partial taking or 
condemnation. If Lessor and Lessee are unable to agree as to a 
just reduction in such Rental Payments, the matter shall be sub
mitted to arbitration as provided in Article XVIII hereof. 

Section 11.3. Award. In the event that a part of the 
Leased Premises and Improvements be taken under the power of 
eminent domain, or by condemnation proceedings and this Lease is 
terminated by reason of such partial taking, and no Work (as 
hereinafter defined) will have to be performed as a result there
of, then the award will be distributed to Lessor and Lessee in 
accordance with Section ll.l. In the event that a part of the 
Leased Premises and Improvements be taken under the power of 
eminent domain or by condemnation proceedings and this Lease is 
not terminated by reason of such partial taking, then the Ground 
Lessor's Condemnation Award determined as set forth in Sect ion 
11.1 (based as therein set forth on the per square foot value of 
the portion of the Land taken, not exceeding the maximum per 
square foot value of the Land as stated above attributable to the 
portion of the Land taken) shall be payable out of the award to 
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Lessor, and the entire remaining portion of the award, including 
that made by reason of the taking of a portion (and the damages 
to the balance) of the Improvements and appurtenances placed 
thereon by Lessee and the award for the taking of any of Lessee's 
leasehold estate, shall be payable to Lessee as follows: 

(a) If the balance of said award or awards (after 
Ground Lessor's Condemnation Award is paid to 
Lessor), including in such balance compensation for 
the Apartment Improvements or portion thereof 
taken, and damages, if any, to the part of such 
Improvements, not so taken, payable to Lessee 
(herein sometimes referred to "Lessee's Condemna
tion Proceeds") shall be in an amount of $ 
or less, such Lessee's Condemnation Proceeds shall 
be paid to Lessee for application by Lessee to the 
Work (as hereinafter defined), or if an amount in 
excess of $ shall be paid to and 
deposited with ( i) the holder of the first lien 
Leasehold Mortgage, if any, and (ii) if none, with 
a bank in Dallas, Texas, selected by Lessee and 
shall be paid to Lessee in installments in the 
manner provided for in Section 6.2 hereof; 

(b) Lessee shall commence and thereafter proceed with 
reasonable diligence to repair, alter and restore 
the remaining part of the Apartment Improvements or 
other Improvements so as to constitute complete_, 
rentable Improvements, subject to such changes or 
alterations as Lessee may elect to make in 
conformity with the provisions of Section 7.2 
hereof (the foregoing being herein referred to as 
the "Work"); provided that the obligation of Lessee 
to so repair and restore shall be limited to 
Lessee's Condemnation Proceeds. Should the cost of 
the Work be estimated by Lessee's architect to be 
in excess of Lessee's Condemnation Proceeds and 
Lessee fails to commence to repair, alter and 
restore the remaining part of the Apartment 
Improvements or other Improvements within one 
hundred eighty (180) days after the amount of 
Lessee's Condemnation Proceeds is determined, 
Lessor shall have the option to terminate this 
Lease by giving written notice thereof to Lessee, 
subject, however, to the rights of any Leasehold 
Mortgages as set forth in Article X hereof. 
Notwithstanding any provision to the contrary in 
Article IX or elsewhere in this Lease, the 
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termination option of Lessor set forth in the 
preceding sentence shall be the sole and exclusive 
recourse that Lessor may take against Lessee as a 
result of Lessee's failure to commence and perform 
the Work as aforesaid. In the event of a 
termination of this Lease as a result of Lessee's 
failure to commence and perform the Work, this 
Lease shall terminate and come to an end as though 
the date of the taking were the expiration date of 
the term of this Lease and Lessee's Condemnation 
Proceeds in excess of the amount needed to 
discharge any Leasehold Mortgages shall be 
allocated between Lessor and Lessee in the same 
manner as provided in Section 11.1. 

Section 11.4. Temporary Taking. If the whole or any 
part of the Leased Premises or of Lessee's interest in this Lease 
shall be taken in condemnation proceedings or by any right of 
eminent domain for a temporary use or occupancy, the term of this 
Lease shall not be reduced or affected in any way and Lessee 
shall continue to pay the Rental in full. Except only to the 
extent that Lessee is prevented from so doing pursuant to the 
terms of the order of the condemning authority, Lessee shall 
continue to perform and observe all of the other covenants, 
agreements, terms, and provisions of this Lease as though such 
taking had not occurred. In the event of any such taking as in 
this Section referred to, Lessee shall be entitled to receive the 
entire amount of any award made for such taking whether such 
award is paid by way of damages, rent or otherwise, unless such 
period of temporary use or occupancy shall extend beyond the 
expiration date of the term of this Lease in which case such 
award, after payment to Lessor therefrom of the estimated cost of 
restoration of the Leased Premises to the extent that any such 
award is intended to compensate for damage to the Leased Premi
ses, shall be apportioned by Lessor and Lessee as of such date of 
expiration in the same ratio that the part of the entire period 

_for such compensation is made falling before the date of expir
ation and that part falling after, bear to such entire period. 

Section 11.5. Rights of Leasehold Mortgagee. If any 
Leasehold Mortgages encumber the leasehold estate, the Leasehold 
Mortgagees shall, to the extent permitted by law, be made a party 
to any condemnation proceeding, if any so desire. 

Section 11.6. Voluntary Dedication; Easement Grants. 
It is further understood, however, that if during the term of 
this Lease any portion of the Leased Premises (that is, with 
respect to the leasehold interest therein) shall be voluntarily 
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dedicated to public use by Lessee, it is expressly agreed that 
there shall be no abatement of Rental on account of said volun
tary application to public use, nor shall Lessee thereby permit 
the public to acquire any right to or interest in any part of the 
Leased Premises which will continue beyond the termination of 
this Lease for any cause without Lessor's prior consent. Lessor 
covenants and agrees to join with Lessee in any action to dedi
cate portions of the Land in a manner consistent with the Design 
Plan for public streets along the boundaries of the Land if Les
see determines such action is appropriate or if such dedication 
is required by the City of Richardson as a condition to approve 
construction of the Apartment Improvements. 

Lessor further covenants and agrees that it will not 
undertake or consent to any change in the zoning applicable to 
the Land, if any, without Lessee's prior written consent. Fur
ther, Lessor agrees to join Lessee in any application Lessee 
desires to file regarding the zoning or rezoning of the Land from 
time to time in a manner consistent with the Design Plan. 

Upon the prior written consent of Lessor (which consent 
shall not be unreasonably withheld), Lessee may grant to the City 
of Richardson or to any utility company any easements with 
respect to the Leased Premises which are consistent with the 
Design Plan which Lessee determines to be reasonably necessary in 
connection with the construction and operation of Improvements on 
the Land, and Lessor will join any such easement grants by Lessee 
upon request. 

Any dedication of any portion of the Land by plat or 
easement grant approved in connection with the Design Plan for 
initial Improvements to be constructed on the Land, utilities or 
other purposes provided above shall not result in any reduction 
or abatement of Rental under this Lease. 

ARTICLE XII. 

Warranty of Peaceful Possession 

Lessor covenants and warrants that Lessee, on paying the 
Rental and other payments herein provided and performing and 
observing all of its covenants and agreements herein contained 
and provided, shall and may peaceably and quietly have, hold, 
occupy, use and enjoy, and shall have the full, exclusive and 
unrestricted use and enjoyment of, all of the Leased Premises 
during the entire term of this Lease, and may exercise all of its 
rights hereunder, subject only to the provisions of this Lease 
and applicable governmental rules and regulations; and Lessor 
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agrees to warrant and forever defend Lessee's right to such 
occupancy, use, and enjoyment and the title to the Leased 
Premises against the claims of any and all persons whomsoever 
lawfully claiming or to claim the same, or any part thereof, 
subject only to the provisions of this Lease and applicable gov
ernmental rules and regulations. 

ARTICLE XIII. 

Lessee's Right to Construct other Improvements 

At any time and from time to time after completion of 
construction of the Apartment Improvements, Lessee may demolish, 
remove, or replace the Apartment Improvements or any other 
Improvements then located on the Lease Premises and construct new 
Improvements in place thereof provided that: ( i) prior to the 
commencement of any action to demolish, remove or replace the 
Apartment Improvements, Lessee shall first obtain Lessor's 
approval (which approval shall not be unreasonably withheld) of 
( 1 J the Design Plan for such Improvements ( 2) the timetable for 
such demolition and reconstruction and ( 3) the manner in which 
Lessee proposes to finance any such demolition and reconstruc
tion; (ii) the construction of such new Improvements is in 
compliance with the deed restrictions and protective covenants 
then applicable to the Land; (iii) no Event of Default shall 
exist hereunder; and (iv) any such replacement Improvements will 
be, when completed, at least equal in value to any Improvements 
demolished, removed or replaced. 

ARTICLE XIV. 

Inspection by Lessor 

Lessor, in person or by or through its agents and repre
sentatives, shall have the right to enter upon portions of the 
Leased Premises not leased to sublessees for purposes of inspec
tion of same from time to time to assure Lessee's compliance with 
this Lease after reasonable notice of Lessor's intention to in
spect the Leased Premises, and Lessor agrees that such inspection 
shall be during reasonable normal business hours. 
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ARTICLE XV. 

Recording of Lease 

Lessor and Lessee hereby agree that this Lease shall not 
be recorded. Lessor and Lessee, upon the written request of 
either of them, shall execute a memorandum or short form lease, 
in recordable form and in form and substance satisfactory to 
Lessor and Lessee, wherein a legal description of the Leased 
Premises, the term of this Lease and certain other terms and 
provisions hereof, excepting, however, the provisions hereof 
relating to the amount of Rental payable hereunder, shall be set 
forth. Such memorandum or short form lease shall be filed for 
record in the Real Property Records of Dallas County, Texas. 

ARTICLE XVI. 

Notice 

Any notice, communication, request, reply or advice or 
duplicate thereof (herein severally and collectively, for conven
ience called "Notice") in this instrument provided or permitted 
to be given, made or accepted by either party to any other party 
must be in writing and shall, unless otherwise in this instrument 
expressly provided, be given or be served by depositing the same 
in the United States mail, postpaid and registered or certified 
and addressed to the party to be notified, with return receipt 
requested, or by delivering the same in person to such party. 
Notice deposited in the mail in the manner hereinabove described 
shall be effective, unless otherwise stated in this lease, from 
and after the expiration of four (4) days after it is so depo
sited, regardless of whether or when same is actually received by 
the addressee, except that in all cases notice given to the hol
der of any Leasehold Mortgage must be received by such Leasehold 
Mortgagee to be effective. Notice in any other manner shall be 
effective only if and when received by the party to be 
notified. For purposes of notice, the addresses of the parties 
shall, until changed as hereinafter provided, be as follows: 

If to Lessor, to: 

With copy to: 
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If to Lessee, to: 

With a copy to: 
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Texas University Apartments I, Ltd. 
100 w. Adams, Suite 300 
Temple, Texas 76501 
Attn: Mr. Brian Selbe 

Liddell, Sapp, Zivley & LaBoon 
1500 San Jacinto Tower 
Dallas, Texas 75201 
Attn: Mr. David L. Herbert 

However, the parties hereto, and their respective heirs, succes
sors, legal representatives and assigns, shall have the right 
from time to time at any time to change their respective 
addresses and each shall have the right to specify as such 
party's address any other address within the United States of 
America by at least fifteen (15) days' written Notice to the 
other party; provided, however, that if at any one time more than 
one person or party owns an interest in the Leased Premises, 
nevertheless such persons or parties may not designate more than 
two places and addresses to receive Notice pursuant to the terms 
hereof (but with copies of notices to not more than two 
additional addresses). 

ARTICLE XVII. 

Entire Contract and Non-Waiver 

No variations, modifications, or changes herein or here
of shall be binding upon any party hereto unless executed by it 
or by a duly authorized officer or a duly authorized agent of the 
particular party. No waiver or waivers of any breach or default 
or any breaches or defaults by either party of any term, condi
tion, or liability of or performance by the other party of any 
duty or obligation hereunder, including without limitation, the 
acceptance by Lessor or payment by Lessee of any Rental at any 
time or in any manner other than as herein provided shall be 
deemed a waiver thereof, nor shall any such waiver or waivers be 
deemed or construed to be a waiver or waivers of subsequent 
breaches or defaults of any kind, character, or description under 
any circumstance. 

ARTICLE XVIII. 

Separate Agreements 

It is expressly understood and specifically agreed that 
each other agreement now existing or entered in the future be
tween the parties to this Lease shall be an independent agreement 
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between such parties and shall constitute no part of the 
consideration for this Lease; no default under this Lease shall 
constitute an event of default under or with respect to such 
other agreements nor shall any default under or with respect to 
such other agreements constitute default hereunder, each and 
every such other agreement being a separate, independent instru
ment and agreement. 

ARTICLE XIX. 

No Merger of Title 

Except upon expiration of the term of this Lease or upon 
termination of this Lease pursuant to express right to do so set 
forth herein, there shall be no merger of this Lease nor of the 
leasehold estate created by this Lease with the fee estate in the 
Leased Premises or any part thereof by reason of the fact that 
the same person may acquire or own or hold, directly or indirect
ly, (a) this Lease or the leasehold estate created by this Lease 
or any interest in this Lease or in any such leasehold estate 
(including the Apartment Improvements or any other Improvements 
hereafter situated upon the Leased Premises), and (b) the fee 
estate in the Leased Premises or any part thereof or any interest 
in such fee estate (including the reversionary interest in the 
Apartment Improvements or any other Improvement hereafter 
situated upon the Leased Premises), unless and until all persons 
having any interest in (i) this Lease or the leasehold estate 
created by this Lease, and (ii) the fee estate in the Leased 
Premises or any part thereof, shall join in a written instrument 
effecting such merger and shall duly record the same. 

ARTICLE XX. 

Binding Agreement 

Subject to the restrictions set forth in Section 8.1 and 
8.3 hereof, this Lease shall be binding upon and shall inure to 
the benefit of Lessor and Lessee and their respective heirs, 
successors, assigns, and legal representatives. 
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ARTICLE XXI. 

Miscellaneous 

This lease shall be construed and enforced in accordance 
with the laws of the State of Texas. 

Pronouns, wherever used herein, and of whatever gender, 
shall include natural persons and corporations and associations 
of every kind and character, and the singular shall include the 
plural and the plural the singular of all nouns and pronouns 
herein wherever applicable. Paragraph and section headings in 
this Lease (as well as the table of contents preceding this 
Lease) are for convenience of reference and shall not affect 
interpretation of this Lease and in no way define, limit or des
cribe the scope or intent of this Lease. 

Any provisions of this Lease which is prohibited or or 
unenforceable in any jurisdiction shall, as to such jurisdiction, 
be ineffective to the extent of such prohibition or unenforce
ability without invalidating the remaining provisions hereof, and 
any such prohibition or unenforceability in any jurisdiction 
shall not invalidate or render unenforceable such provision in 
any other jurisdiction. 

Nothing contained in this Lease shall be construed to 
create a partnership, an association, a trust or other entity, 
nor to constitute either party the agent of the other. 

IN WITNESS WHEREOF, this lease 
in multiple original counterparts, on 
above written. 

LESSOR: 

is made and entered into 
the day and year first 

THE BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM, FOR THE 
USE AND BENEFIT OF THE UNIVERSITY OF 
TEXAS AT DALLAS 

By 
Title: ---------------------------
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LESSEE: 

TEXAS UNIVERSITY APARTMENTS I, LTD., 
a Texas limited partnership, 

By: FS/Southwest XV, a Texas 
general partnership, 
General Partner 

By: First Southwest Equity 
Corporation, a Texas 
corporation, Managing 
General Partner 
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SCHEDULE IV 

In accordance with the provisions of Section 2.3 of this 
Lease, Lessor shall have the option to purchase the Apartment 
Improvements for the cash purchase price set forth opposite the 
year in which Lessor's option to purchase the Apartment 
Improvements is closed: 

YEAR OPTION TO PURCHASE 
IS CLOSED 

6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25-35 

SCHEDULE IV 

CASH PURCHASE PRICE 

$ 8,335,000.00 
$ 8,668,000.00 
$ 9,015,000.00 
$ 9,375,000.00 
$ 9,750,000.00 
$10,140,000.00 
$10,546,000.00 
$10,970,000.00 
$11,400,000.00 
$11,863,000.00 
$12,340,000.00 
$12,830,000.00 
$13,345,000.00 
$13,878,000.00 
$14,435,000.00 
$15,010,000.00 
$15,610,000.00 
$16,235,000.00 
$16,885,000.00 
$17,560,000.00 
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PROPERTY OPERATING AGREEMENT 

THIS AGREEMENT ("Agreement") is made and entered into as 

of the day of , 19 __ , by and between THE 

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM, FOR THE USE 

AND BENEFIT OF THE UNIVERSITY OF TEXAS AT DALLAS, (hereinafter 

referred to as "UTD") and TEXAS UNIVERSITY APARTMENTS I, LTD., a 

Texas limited partnership (hereinafter called the "Owner"). 

RECITALS 

1. Owner is the owner of the leasehold estate aris-

ing pursuant to that certain ground lease (the "Ground Lease") by 

and between UTD and Owner dated effective as of 

19 __ , covering all of the real property (the "Property") more 

particularly described in Exhibit A attached hereto and made a 

part hereof for all purposes. 

2. In accordance with the terms and provisions of 

the Ground Lease, the Owner shall cause to be constructed upon 

the Property an apartment project (the "Apartment Improvements") 

containing 200 housing units and certain related facilities and 

amenities. (The Property and all improvements, fixtures, ameni-

ties, facilities and personal property located thereon is herein

after referred to as the "Project"). 

3. UTD desires that the Project be constructed and 

operated by the Owner consistent with UTD's objectives of provid

ing housing at low cost to the community associated with The 

University of Texas at Dallas. 

ATTACliMENT B 
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4. This Agreement is entered into to set forth the 

terms upon which the Owner will construct and operate the Pro

ject. 

NOW, THEREFORE, incorporating the recitals as set forth 

above, and in consideration of the mutual covenants herein con

tained, UTD and the Owner hereby agree as follows: 

ARTICLE I. 

AUTHORIZATION OF CONSTRUCTION 

UTD hereby authorizes the Owner to construct the Project 

upon the Property in accordance with certain plans and specifica

tions heretofore approved by UTD. 

ARTICLE II. 

TERM 

Unless sooner terminated under the provisions hereof, 

this Agreement shall be and continue in full force and effect for 

a term commencing on the date hereof and expiring at midnight, 

December 31, 2020. 

ARTICLE III. 

RESPONSIBILITIES OF THE OWNER AND UTD 

The Owner shall operate, manage and maintain the Project 

at the expense of the Owner in accordance with sound property 

management practice. 
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3.1. General. The Owner shall manage, operate and 

maintain the Property in a manner normally associated with the 

management and operation of a high quality, first-class apartment 

project situated in a metropolitan area of the State of Texas. 

3.2. Employees. The Owner shall have in its employ at 

all times, a sufficient number of capable employees to enable it 

to properly, adequately, safely and economically manage, operate 

and maintain the Project. All matters pertaining to the employ

ment, supervision, compensation, promotion and discharge of such 

employees are the responsibility of the Owner. The Owner is and 

shall be in all respects the employer of such employees. The 

Owner shall fully comply with all applicable laws and regulations 

having to do with workers compensation, social security, unem

ployment insurance, hours of labor, wages, working conditions and 

other employee-related subjects. In the event that the Owner's 

employees are engaged to work in connection with other proper

ties, wages and other expenses with respect to such work shall be 

allocated between such other properties and the Project. 

3.3. Review of Rental Rates. Contemporaneously with 

the submission to UTD of the proposed operating budget for each 

fiscal year of the Term, the Owner shall propose the rent sched

ule to be charged during the forthcoming fiscal year for the 

leasing of apartment units in the Project. The rent schedule for 

the first fiscal year of operation of the Project is attached 
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hereto as Exhibit B and is hereby approved by UTD. Provided that 

the average rental per unit in the Project does not increase by 

more than the greater of (i) ten percent (10%) over that charged 

in the preceding fiscal year or ( ii) an amount determined by 

multiplying the average rental charged per each unit in the Pro

ject by a fraction, the denominator of which shall be the most 

recent Consumer Price Index figure published prior to the date of 

this Agreement is entered into, and the numerator of which shall 

be the most recent Consumer Price Index figure published prior to 

the date of the end of the preceding fiscal year, UTD shall be 

deemed to have consented to such increase in the rental charged 

by the Owner or the leasing of units in the Project. Any in-

creases in rental greater than those allowed by this Section 3.3 

must be approved by UTD. 

3. 4. Collection of Rental. The Owner shall use dili

gent efforts to collect all rents and other charges which may 

become due at any time from any tenant or from others for 

services provided in connection with or for the use of the 

Project or any portion thereof. Owner shall also collect and 

identify any income due for miscellaneous services provided to 

tenants or the public including, but not limited to, parking 

income, 

(e.g., 

etc.). 

tenant storage, and coin operated machines of all types 

washers, dryers, vending machines, pay telephones, 

-4-



MIS/TUA-POA-(105) 

3.5. Maintenance and Repairs. The Owner shall insti-

tute and supervise all ordinary and extraordinary repairs, decor

ations and alterations to the Project, including the administr

ation of a preventative maintenance program for all mechanical, 

electrical and plumbing systems and equipment of the Project. 

3.6. Operation of the Project. The Owner shall insti

tute and supervise all operational activities of the Project in

cluding, but not limited to, the following: 

(a) Responsibility for and supervision 

cleaning of the Project; 

(b) 

landscaping; 

(c) 

Responsibility 

Responsibility 

preventative maintenance program; 

for 

for 

(d) Responsibility for 

necessary repair·s to the Project; and 

(e) Any other activity 

and supervision 

and supervision 

and supervision 

operation of a first-class apartment 

Project. 

expedient 

project 

to the 

similar 

of the 

of any 

of a 

of any 

normal 

to the 

3.7. Taxes. The Owner shall obtain, verify and review 

with UTD all bills for personal property taxes, sales taxes and 

other like charges which are or may become liens against any 

portion of the Project. 
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3.8. Compliance with Mortgage and Ground Lease. The 

Owner shall be responsible for operation of the Project in 

compliance with all terms and conditions in the Ground Lease and 

any mortgage, deed of trust or other security instrument 

affecting the Project. 

3.9. Inspection. The Owner shall conduct from time to 

time inspections of the Project and provide UTD with a writ ten 

report of the Owner's findings. UTD may inspect the Project 

during normal business hours upon the prior written consent of 

the Owner. 

3.10. Books and Records. The Owner shall maintain 

completed and identifiable records and files on all matters per

taining to the Project, including, without limitation, all reven

ues and expenditures, service contracts and leases. Said books 

and records shall be kept at the offices of the Owner. The Owner 

shall keep accurate and complete books and accounts showing oper

ations and transactions relating to the Project and showing the 

assets, liabilities and financial condition of the Project. 

UTD's dully authorized representatives shall at all times during 

regular business hours have access to and may inspect and copy 

any such books and records. UTD shall have the right to: 

(a) require that such books and records are kept in 

accordance with generally accepted accounting principles; and 

(b) to audit said records and books at UTD's expense. 
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3.11. Leasing Policy and Restrictions. Subject.to the 

performance of UTD of its obligations set forth in Section 3.12 

below, the Owner hereby agrees that it will restrict the leasing 

of apartment units in the Project to the Administration, Faculty, 

Staff and Students of UTD and any other person who is employed by 

or attends classes at UTD. Should the occupancy level of the 

Project fall below eighty-five percent (85%) for two (2) 

consecutive months, the restrictions set forth in the preceding 

sentence pertaining to the leasing of apartment units shall be 

lifted and Owner shall be allowed to lease apartment units in the 

Project to such additional persons as shall be mutually agreed 

upon by Owner and UTD. The Owner further agrees to use its best 

efforts to follow the Student Housing Policy promulgated by The 

University of Texas System, an outline of which is attached 

hereto as Exhibit C. 

3.12. Customer Relations. UTD hereby covenants and 

agrees that it shall use its best efforts to promote and market 

the use of the Project for housing by the administration, 

faculty, staff, students and employees of UTD and shall take no 

action which could or may adversely impart upon the use or 

operation of the Project. 

3.13. Compliance with Law. The Owner shall take such 

action as may be reasonably necessary to assure full compliance 

-7-



MIS/TUA-POA-(105) 

with federal, state and municipal laws, ordinances, regulations 

and orders relative to the use, operation, repair and maintenance 

of the Project and with the rules and regulations or orders of 

any local fire department or policy department or other similar 

body. The Owner shall promptly remedy any violation of any such 

law, ordinance, rules, regulations or order which comes to its 

attention. 

3.14. Notification to Owner. The Owner shall notify 

UTD immediately of any lawsuits, condemnation proceedings, rezon

ing or other governmental order or action or any threat 

thereof that becomes known to the Owner that might adversely 

affect the Project or any interest of UTD therein. 

ARTICLE IV. 

MANAGEMENT AUTHORITY 

4 .1. Limitation. The Owner's authority is expressly 

limited to the provisions provided herein and contained in the 

Ground Lease, as the same may be amended in writing from time to 

time by UTD and the Owner. 

4.2. Access to the Project. UTD hereby grants to the 

Owner the right of ingress and egress over and upon real property 

owned by UTD in order that the Owner may have access to the Pro

perty; such right of ingress and egress shall constitute a cove

nant running with the Property and shall expire upon the expir

ation of the Term or the earlier termination of this Agreement. 
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4.3. Access to Data. UTD hereby agrees that it will 

provide to the Owner all information, data, statistics and sur

veys relating to enrollment, housing and all other pertinent 

information concerning the faculty, staff and students of UTD 

which are now or subsequently in the possession of UTD. 

4. 4. Right to Provide Service. UTD hereby grants to 

the Owner the right, but not the obligation, to provide all sup

plementary services to the residents of the Project which are 

provided within the Project or upon the Property including 

vending .services, laundry, health facilities, recreational 

equipment rental and all other services provided to residents of 

the Project either within the Project or upon the Property. 

4.5. Contracts. No contract entered into by the Owner 

shall be for a period which exceeds the Term. All contracts 

should be in the name of and executed by the Owner. 

ARTICLE V. 

OWNER'S INSURANCE 

The Owner shall provide UTD with evidence of worker's 

compensation insurance and employer liability insurance in 

amounts deemed prudent and in compliance with law. The Owner 

shall use its best efforts to obtain a provision that any insur

ance policies hereunder contain a waiver of subrogation in favor 

of UTD. 
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ARTICLE VI. 

SECURITY SERVICES 

UTD shall be required to provide such security services 

in and around the Project which are necessary and customary 

taking into consideration the number of residents of the Project 

and the security services customarily provided at student housing 

projects located upon campuses which are a part of The University 

of Texas System. 

ARTICLE VII. 

INDEMNIFICATION AND INSURANCE 

7 .1. Insurance. Owner and UTD agree to procure and 

maintain in force all policies of insurance covering the Project 

and the Property in accordance with the provisions pertaining to 

insurance set forth in the Ground Lease. 

7.2. Indemnification. Owner shall indemnify and hold 

harmless UTD against any claim which may be made against UTD 

arising out of: 

(a) Any failure of the Owner to promptly perform any 

of its obligations under this Agreement, provided such failure 

was not caused by UTD or events beyond the reasonable control of 

the Owner; 

(b) Any act of the Owner beyond the scope of the 

Owner's authority hereunder not authorized or ratified by UTD; 

and 
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(c) Any gross negligence by the Owner, its agents or 

employees. 

Except as expressly set forth in this Article 8.2 and to 

the extent permissible under the laws of the State of Texas, UTD 

shall indemnify and hold harmless the Owner against any and all 

claims made against the Owner or arising out of the management, 

ownership, development, construction or operation of the Property 

by UTD. 

8 .1. 

ARTICLE VIII. 

TERMINATION 

Termination of Contract. Notwithstanding the 

provisions of Article I above to the contrary, this Agreement may 

be terminated and the obligations of the parties hereunder shall 

thereupon cease, upon the occurrence of a default by Owner under 

the terms of the Ground Lease and the expiration of any applic

able cure period set forth therein. 

8.2. Obligation Upon Termination. Upon termination of 

this Agreement, for whatever reason, neither party shall have any 

other claim or right against the other except as expressly here

inafter set forth. 

Upon termination of this Agreement for whatever cause, 

the Owner shall, not later than the effective date of termina

tion, deliver to UTD the original of all books, permits, plans, 

records, leases, licenses, contracts and other documents pertain-
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ing to the Project and its operation, all insurance policies, 

bills of sale or other documents evidencing title, the rights of 

UTD and any and all records or documents, whether or not enumer

ated herein, which are necessary or desirable for the operation 

of the Project. The Owner shall assign unexpired service con

tracts to UTD or parties designated by UTD. All personal proper

ty of UTD, whether in the Project or elsewhere, shall be deli

vered intact to UTD or its representatives. The Owner further 

agrees to do all other things reasonably necessary to cause an 

orderly transition of the operation and management of the Project 

without detriment to the rights of UTD or to the continued 

management of the Project. 

ARTICLE IX. 

MISCELLANEOUS PROVISIONS 

9 .1. Headings. The headings used herein are for pur-

poses of convenience only and should not be used in construing 

the provisions hereof. 

9.2. Notice. Any notice, demand or communication 

required or permitted hereunder shall be given in writing and 

deemed received immediately upon delivery in person or five (5) 

days after deposited in the United States Mail, certified or 

registered, return receipt requested, addressed to the respective 

parties hereto at the following addresses: 
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If to UTD: 

Attention: ______________________ __ 

With a Copy to: 

Attention: ____________________ ___ 

If to Owner: 

Texas University Apartments I, Ltd., 
a Texas limited partnership 
4100 Alpha Road 
Dallas, Texas 75244 
Attention: James Robertson 

With a Copy to: 

Liddell, Sapp, Zivley & LaBoon 
2121 San Jacinto Tower 
Suite 1500 
Dallas, Texas 75201 
Attention: David L. Herbert 

MIS/TUA-POA-(105) 

or such other party as any party may hereafter designate by writ-

ten notice. 

9.3. Relationship of the Parties. Nothing contained 

in this Agreement, nor any acts of the parties hereto shall be 

deemed or construed by the parties hereto or either of them, or 

any third party, to create the relationship of principal and 

agent or a partnership between the parties hereto. 
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9.4. Covenant of Further Assurances. The parties 

hereby agree to execute such other documents, perform such other 

acts as may be reasonably necessary or desirable to carry out the 

purposes of this Agreement. 

9.5. Entire Agreement. This document represents the 

entire Agreement between the parties with respect to the subject 

matter hereof and supercedes all other prior agreements, repre

sentations and covenants; oral or written amendments to this 

Agreement must be in writing and signed by both.parties. Refer

ence is hereby made to the provisions contained in the Ground 

Lease and to the extent, but no further, that such provisions are 

inconsistent with the provisions contained herein then the provi

sions of the Ground Lease shall control. 

9.6. Successors and Assigns. This Agreement shall be 

binding upon and inure to the benefit of the parties hereto, 

their successors and assigns. 

9. 7. Time of the Essence. Time is of the essence in 

this Agreement. 

9.8. Governing Law. This Agreement shall be governed 

by and construed in accordance with the laws of the State of 

Texas. 

9. 9. Severability. Every provision of this Agreement 

is intended to be severable. If any term of provision hereof is 

illegal for any reason whatsoever, such provision shall be sev-
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ered from this Agreement and shall not affect the validity of the 

remainder of this Agreement. 

9.10. Owner's Representative. The Owner shall 

designate one ( 1) person to serve as its representative in all 

dealings with UTD. Whenever the approval or consent or other 

action of the Owner is required hereunder, such approval, consent 

or action shall be binding upon the Owner if transmitted by its 

representative. The Owner's representative shall be 

Such representative may be 

changed at the discretion of the Owner at any time, by written 

notice to UTD. 

9.11. UTD's Representative. UTD shall designate one 

(1) person to serve as its representative in all dealings with 

the Owner. Whenever the approval or consent or other action of 

UTD is required hereunder, such approval, consent or action shall 

be binding upon UTD if transmitted by its representative. UTD's 

representative shall be Such 

representative may be changed at the discretion of UTD at any 

time, by written notice to the Owner. 

9.12. Ownership of Information and Materials. The 

Owner shall, upon completion of the Owner's services or any 

sooner termination of this Agreement, deliver to UTD, all written 

data and information generated by or for the Owner in connection 

with the Project or supplied to the Owner by UTD or UTD' s con-
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tractors or agents, and all drawings, plans, books, records, 

contracts, agreements and all other documents and writings in its 

possession relating to its services for the Project and the Owner 

shall have the right to use the same without compensation to the 

Owner. The Owner agrees to hold in confidence and not use or 

disclose to others any confidential or proprietary information of 

UTD heretofore or hereafter disclosed to the Owner and designated 

as such by UTD, including but not limited to any data, informa

tion, plans, programs, processes, equipment, costs, operations, 

tenants or customers which may come within the knowledge of the 

Owner in the performance of or the result of, it services, except 

where: 

(a) UTD specifically authorizes the Owner to disclose 

any of the foregoing to others if such disclosure reasonably 

results from the performance of the Owner's responsibilities 

hereunder: or 

(b) such written data or information shall have 

theretofore been made publicly available by parties other than 

the Owner. 

IN WITNESS WHEREOF, the parties hereto have caused this 

instrument to be executed as of the day and year first written 

above. 
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OWNER 

TEXAS UNIVERSITY APARTMENTS I, LTD., 
a Texas limited partnership 

By: FS/SOUTHWEST XXV, 

UTD 

a general partnership, 
General Partner 

By: First Southwest Equity 
Corporation, Managing 
General Partner 

By 
Its ______________________ _ 

The Board of Regents of The Univer
sity of Texas System, for the Use 
and Benefit of The University of 
Texas at Dallas 

By mT~~-----------------------Title: ________________________ __ 

Exh~bit B - First Year Rental Schedule 
Exh~bit C - Student Housing Policy 
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All preliminary analysis necessary to evaluate the feasibility 
of this project has been completed; however, final drafts of 
the Ground Lease and Property Operating Agreement are not com
plete. Officials of U. T. Dallas and First Southwest Equity 
Corporation are anxious to proceed with this project and antic
ipate arriving at acceptable final drafts of those documents 
very shortly. If a firm recommendation can be formulated in a 
timely manner, such recommendation, along with accompanying 
documents and background information, will be mailed to the 
U. T. Board of Regents at the earliest possible date. 

This item requires the concurrence of the Academic Affairs 
Committee. 

8. U. T. El Paso -Physical Plant Facilities (Project 
No. 201-563): Request for Author1zat1on to Advertise 
for Bids and for Executive Committee to Award Contracts 
and Add1t1onal Appropr1at1on Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Monroe that the U. T. Board of Regents: 

a. Authorize the Office of Facilities Planning 
and Construction to advertise for bids for the 
construction of the Physical Plant Facilities 
at u. T. El Paso at an estimated total project 
cost of $6,980,000 (excluding the cost of the 
Project Analysis) 

b. Authorize the Executive Committee to award 
contracts associated with this project within 
the authorized total project cost 

c. Appropriate $6,615,000 from Permanent Univer
sity Fund Bond Proceeds for total project 
funding. Previous appropriations have been 
$365,000 from the same source 

BACKGROUND INFORMATION 

At the December 1984 meeting, the U. T. Board of Regents 
approved final plans and specifications prepared by the Project 
Architect, Langford Anderson Thacker, Inc., El Paso, Texas, for 
the U. T. El Paso Physical Plant Facilities and Site Develop
ment for Recreational Facilities at an estimated total project 
of $8,276,000. 

At this time, authorization to advertise for bids and to award 
contracts is requested for the new Physical Plant Facilities 
and related site work only at an estimated total project cost 
of $6,980,000. The Site Development for Recreational Facili
ties has been deferred. Fees and other expenses related to 
the Project Analysis accepted by the U. T. Board of Regents in 
February 1984 are not included in the above estimated total 
project cost. 
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The new Physical Plant Facilities will be located on approxi
mately 7.2 acres and will include approximately 69,300 gross 
square feet of new structures for Physical Plant offices, 
shops, motor pool and warehouse functions. In addition to 
these new buildings, an existing 10,600 square foot metal 
storage building will be relocated to the new site. Two 
covered storage areas and a covered fuel island, totaling 
approximately 2,900 square feet, will also be provided. The 
estimated construction cost for the site development (drainage 
facilities and compacted fill) of the 7.2 acres is $600,000. 
The estimated construction cost for the new structures and 
finish site work is $5,100,000 or an average of $61.60 per 
square foot. 

This project is within the scope of the Capital Improvement 
Program approved by the U. T. Board of Regents in October 1985. 

9. U. T. El Paso: Recommendation for A~proval of a Ground 
Lease to the city of El Paso to Prov~de a S~te for a 
Sesquicentennial Monument.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Monroe's 
recommendation that Chancellor Mark be authorized to sign the 
lease agreement between the City of El Paso and the U. T. Board 
of Regents set forth on Pages B&G 13-18 for a .780-acre tract 
of campus land for a term of 99 years. The leased land is to 
be used as a site for a commemorative arch and bell tower which 
will be the major project of the City of El Paso for the Texas 
Sesquicentennial celebration. All plans for design and con
struction will be submitted to the u. T. Board of Regents for 
approval prior to beginning the project. 

BACKGROUND INFORMATION 

The tract of land to be leased is on the west side of the 
campus. U. T. El Paso has no plans for the use of the site 
because of prohibitive site development costs and proximity 
to the freeway. The proposed Sesquicentennial Monument and 
surrounding landscaping will enhance the appearance of the 
western portion of the campus and be visible from the freeway 
to millions of travelers each year. The proposed project is 
being developed by the Texas Sesquicentennial Committee of El 
Paso. The City of El Paso will be responsible for the con
struction and subsequent maintenance of the site and monument. 
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STATE OF TEXAS 
LEASE 

COUNTY OF EL PASO 
.... 
'· THIS AGREEMENT made this . -, , · \ day of ~~~----~·-~----· 1985, 

by and between the Board of Regents of the University of Texas 

System ("the University"), and the City of El Paso ("the City"), 

WITNESSETH: 

WHEREAS, the City has requested the University to permit the 

construction, maintenance and operation of a landscape area on 

the campus of the University of Texas at El Paso which would 

include a monument to the Pass of the North to be erected in 

conjunction with the Texas Sesquicentennial Celebration; and 

WHEREAS, the University has indicated its willingness to 

approve the establishment of such facility, upon the condition 

that the City will assume the responsibility of constructing and 

maintaining the landscape area, at no cost to the University, and 

the further condition that such use would be in the public 

interest. 

NOW, THEREFORE, it is hereby agreed a.s follows: 

l. For and in consideration of the premises and the terms 

and conditions hereinafter set out and other good and valuable 

consideration, the University hereby leases to the City for a 

period of ninety-nine years, commencing on the date of the 

execution of this Lease, the following property owned by the 

University: 

A parcel of land out of Block 25, Old Fort Bliss, 
in El Paso, El Paso County, Texas, as shown on the map 
marked Exhibit "A" attached hereto and made a part 
hereof for all purposes and, being more particularly 
described as follows: 

From a Texas Department of Highways and Public 
Transportation monument, said monument being located on 
the easterly right-of-way of Interstate Highway 10 at 
Texas State Plane Coordinates North 817,693.88, East 
81,943.60, said point being the true point of beginning 
of this description. 

Thence North 30°52'59" West along the said Easterly 
right-of-way of Interstate Highway 10 a distance of 
three hundred ninety-three and no hundredths (393.00) 
feet to a point. 

Thence North 54°33'00" East a distance of eighty-two 
and seventy-one hundredths (82.71) feet to a point on 
the Westerly boundary of a one hundred (100) foot El 
Paso Electric Company right-of-way. 
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Thence South 35°27'00" East along said Electric Company 
Westerly right-of-way a distance of thirty-one and 
eighty hundredths (31.80) feet to a point. 

Thence South 24°01'40" West a distance of thirty-one 
and fifty-six hundredths (31.56) feet to a point. 

Thence South 36°40'34" East a distance of one hundred 
seventy-five and eighty-four hundredths (175.84) feet 
to a point. 

Thence South 86°47'00" East a distance of thirty and no 
hundredths (30.00) feet to a point on the said Electric 
Company Westerly right-of-way. 

Thence South 35°27'00" East along said Electric Company 
Westerly right-of-way a distance of one hundred four 
and seventy-five hundredths (104.75) feet to a point of 
deflection of said right-of-way. 

Thence South 12°40'43" East along said Electric Company 
Westerly right-of-way a distance of sixty-five and 
fifty-six hundredths (65.56) feet to a point. 

Thence South 64°40'17" West a distance of ninety and 
three hundredths (90.03) feet to the point of 
beginning. 

Said parcel contains 33,981.41 square feet or 0.780 
acres more or less. 

2. The City will prepare, or provide for the preparation 

of construction plans for the facility, and will provide for the 

construction work as required by the plaris. The plans shall 

include the design of the monument, the access control, adequate 

landscape treatment, and general layout 1 they shall also 

delineate and define the construction responsibilities of the 

City. Upon completion of the plans, the City will submit them to 

the University for approval and only after such approval is given 

will the City proceed with construction. Any future revisions or 

addition of permanent improvements shall be made only upon the 

prior written approval of the University. 

City will take all necessary steps to protect and maintain 

in their present state and condition all natural vegetation, rock 

formations, and natural land contours during the construction 

phase and at all times thereafter, unless otherwise provided in 

the approved plans relating to the construction and landscaping 

of the site area. 

3. Ingress and egress across University property shall be 

allowed at all reasonable times to such facility for City forces 
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and equipment for construction and maintenance operations; 

however, the University cannot guarantee that parking will be 

available at all times for the public. University shall have the 

right to enter the leased premises for purposes of inspection and 

to perform maintenance not performed by City. 

4. Maintenance and operation of the monument and the 

landscape area shall be entirely the responsibility of the City. 

Such responsibility shall not be transferred, assigned, or 

conveyed to a third party without prior written approval of the 

University, further, such responsibility shall include but is not 

limited to picking up trash, landscape maintenance, and otherwise 

keeping the facility in a clean and sanitary condition and 

surveillance by police patrol to eliminate the possible creation 

of a nuisance or hazard to the public. 

5. The City shall have no right to erect or maintain or to 

permit any person, partnership, corporation or association to 

erect or maintain any structure upon the leased premises other 

than as provided for in the plans that are approved by the 

University under Paragraph 2 hereof. City shall have no right to 

operate any concession or other commercial enterprise upon the 

leased premises nor to permit any person, partnership, 

corporation or association to operate a concession or other 

commercial enterprise. 

6. The City shall provide necessary safeguards to protect 

the public, including adequate insurance, or self-insurance for 

payment of any damages to persons or property which might result 

during the construction of facility, or thereafter, and to save 

the University harmless from liability for such damages, to the 

extent of said insurance coverage and insofar as the City may 

legally do so. 

7. Upon expiration of the term of the lease, the premises 

and all improvements thereon shall revert to University. 

8. The City shall assume and promptly pay for all costs or 

charges for utility services furnished and to be used on the 
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property during the term of this lease, including the cost of 

extending the utility lines within the boundaries of the 

properties, connecting such lines, setting meters, or relocation 

of lines necessary for the construction or maintenance of the 

monument. Any such utility lines shall be installed underground 

and outside lighting will not be operated at such intensity as to 

constitute a nuisance to the University. 

9. Al.l the terms, provisions, and covenants, and 

conditions of this lease inure to the benefit of and are binding 

upon the parties, their successors and assigns. 

10. The laws of the State of Texas shall govern the 

validity, performance, and enforcement of this lease. 

11. This document contains all the agreements between the 

parties and may not be modified, except by agreement in writing 

signed by both parties. 

12. The invalidity or illegality of any provision hereof 

shall not affect the remaining provisions hereof. 

13. This lease is subject to all rights-of-way, easements, 

dedications, restrictions, reservations, and other encumbrances 

of record running with the land. 

WITNESS the following signatures and seals: 

ATTEST: 
/ 

-L__../ 

Cl:ty Clerk 

/ .. 
I 

- I 
_ _,_, 
' I -- . 

Approved as to form: 

DS6:001 
10/24/85 (Rev.) 

I 

THE BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

I I I I 

BY_~I f-,("":U:...!:.::z-"":.J-~fi-"'~~=...J~
1 

7":"_______..,=-l 
Hans Mark, Chancellor 

APPROVED AS TO F~ 

~ 
University Attorney 

APPROvED-AS TO CONTENT: 
I , b" . 

;.;,;{ i I. Li_.__ j(__ (_ ' 
Jameq' ·s. Wilson 
Manager, Endowment Real Estate 
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CERTIFICATE OF APPROVAL 

I hereby certify that the foregoing Lease Agreement was 

approved by the Board of Regents of The University of Texas 

System on the day of December, 1985, and that the person 

whose signature appears above is authorized to execute such 

agreement on behalf of the Board. 

Executive Secretary, Board of Regents 
The University of Texas System 
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10. u. T. Permian Basin: Request for Authorization to Pur
chase Computer Egu~pment and Appropr~ation Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Leach that the U. T. Board of Regents: 

a. Authorize the purchase of computer equipment 
for U. T. Permian Basin at an estimated total 
project cost of $750,000 

b. Appropriate $750,000 from Permanent University 
Fund Bond Proceeds for total project funding 

BACKGROUND INFORMATION 

For the last two years, computer costs for U. T. Permian Basin 
(including the use of computers at U. T. Dallas and the Regional 
Computer Center, Dallas) have averaged $300,000 per year, and 
for 1985-86 this cost will approach $400,000. U. T. Permian 
Basin can reduce this cost to $250,000 and improve the academic 
and administrative services available to the campus by purchas
ing its own computer equipment. 

Both centralized and decentralized computing facilities are 
now needed in the academic setting to facilitate the many and 
varied uses of computers today. The mainframe will not only 
accommodate the large programs run by engineering and scienti
fic faculty and students; it will also make available to the 
off-campus student the ability to dial up the host computer and 
work off-campus. At the same time, microprocessors afford the 
flexibility that many academic needs present, and the redundancy 
of microprocessors virtually guarantees that computing power is 
always available to the user. With skyrocketing costs of the 
present arrangement and increasing academic needs, especially 
in business and computer science, acquiring its own computing 
equipment is now the number one priority at U. T. Permian Basin. 

The personal computers will help meet faculty and student 
computing needs and fill the gap created by the budgetarily 
curtailed Word Processing Center. 

This purchase is within the scope of the Capital Improvement 
Program approved by the U. T. Board of Regents in October 1985. 
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11. u. T. Permian Basin- Mesa Building Reroofing, Phase I: 
Request for Project Authorlzation; Preparation of Flnal 
Plans and Speclfications; Advertisement for Blds; Award 
of Contract; and Approprlation Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Leach that the U. T. Board of Regents: 

a. Authorize a project for the reroofing of the 
north half of the Mesa Building at U. T. 
Permian Basin at an estimated total project 
cost of $200,000 

b. Authorize preparation of final plans and spec
ifications, advertisement for bids, and award 
of a construction contract within authorized 
total project cost by the U. T. Permian Basin 
Administration with its own forces or through 
contract services in consultation with the 
Office of Facilities Planning and Construc
tion 

c. Appropriate $200,000 from Permanent University 
Fund Bond Proceeds for total project funding 

BACKGROUND INFORMATION 

A phased reroofing program is planned for all existing build
ings on the u. T. Permian Basin campus in the next three years. 
The north half of the Mesa Building, the main building on the 
campus, is the most critical and will comprise the first phase 
at an estimated total project cost of $200,000. The estimated 
total project cost for all phases beyond the initial phase is 
$332,000. 

This project is within the scope of the Capital Improvement 
Program approved by the u. T. Board of Regents in October 1985. 

12. U. T. San Antonio: Recommendation for Approval to Enter 
Into a Ground Lease with a Private Entlty for the Pro
Vlsion of student Housing.--

EXPLANATION 

Administrative officers of U. T. San Antonio and U. T. System 
Administration. have been negotiating with representatives of 
Sandalwood Properties, San Antonio, Texas, to complete an 
agreement for the joint development of a student housing proj
ect. The plan includes a ground lease of a designated portion 
of the U. T. San Antonio campus from the U. T. Board of Regents 
to Sandalwood Properties, who would then provide for financing 
and construction of a four-story dormitory, an adjacent build
ing providing amenities for dormitory residents, and parking 
facilities. 
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SUPPLEMENTAL MATERIAL 

BUILDINGS AND GROUNDS COMMITTEE 

December 5-6, 1985 

12. u. T. San Antonio: Recommendation for Approval to 
Enter Into a Ground Lease Wlth a Private Entity for 
the Provision of Student Housing.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Wagener that the U. T. Board of Regents: 

a. Authorize the Office of the Chancellor and 
the Office of General Counsel to conclude 
negotiations on a ground lease agreement, 
leasing a 6.013-acre tract of the U. T. 
San Antonio Campus to Mr. Clarence T. Bach 
as a site for a student dormitory and a 
recreation center substantially in the form 
attached hereto as Attachment A 

b. Authorize the Office of the Chancellor and 
the Office of General Counsel to conclude 
negotiations on a management agreement with 
Sandalwood Management, Inc., San Antonio, 
Texas, and "UTSA Phase I Dormitory Partnership" 
for the operation and management of the 
student dormitory substantially in the form 
attached hereto as Attachment B 

c. Authorize the Office of the Chancellor and 
the Office of General Counsel to conclude 
negotiations on a management agreement with 
Sandalwood Management, Inc., San Antonio, 
Texas, and "UTSA Phase I Dormitory Partnership" 
for the operation and management of a 
recreation center substantially in the form 
attached hereto as Attachment C 

d. Authorize the Office of the Chancellor and 
the Office of General Counsel to conclude 
negotiations on a Statement of Policy and 
Undertaking to be delivered to Lloyds Bank 
Int. Ltd. substantially in the form attached 
hereto as Attachment D 
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It is further recommended that upon satisfactory conclusion of 
negotiations, represented by documents substantially in the 
form of Attachments A, B, C, and D hereto, the Executive 
Committee of the u. T. Board of Regents be authorized to 
approve said documents. 

BACKGROUND INFORMATION 

Negotiations for the provision of student housing on the U. T. 
San Antonio campus by a private entity have reached the point 
represented by the attached documents. The documents provide 
a generally acceptable framework for this project, but details 
remain to be worked out. 

The proposed project includes a 35-year ground lease of a 
6.013~acre tract of the U. T. San Antonio campus to Mr. Bach, 
who will provide for the financing and construction of Phase I 
of the housing project, consisting of a four-story dormitory 
housing 520 residents, an adjacent recreation center providing 
amenities for students, and parking facilities. 

The ground lease would grant to Mr. Bach a right of first 
refusal to lease additional tracts within the 20-acre area now 
designated for student housing, selected by U. T. San Antonio 
from time to time as necessary for development of subsequent 
phases of the student housing plan. The ground lease would 
grant the U. T. Board of Regents the right to purchase all the 
improvements on the leased premises (subject to the approval of 
the Coordinating Board, Texas College and University System) at 
an appraised price beginning December 31, 1994. If not pur
chased earlier, all improvements will revert to the U. T. Board 
of Regents at the expiration of the lease. 

Under the proposal, management of the dormitory and recreation 
center will be the responsibility of Sandalwood Management, 
Inc. (an affiliated entity of Mr. Clarence T. Bach) pursuant to 
management agreements, to which the U. T. Board of Regents 
will be a party. 

The Executive Vice Chancellor for Academic Affairs, the 
President of The University of Texas at San Antonio, and the 
Office of General Counsel will make necessary presentations at 
the meeting on December 5. 
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UNDER THE TEXAS_GENERAL ARBITRATION ACT, 

TEX. REV. CIV. STAT. ART. 224 ET SEQ. 

GROUND LEASE AGREEMENT 

Dated as of -----------' 1985 

By and Between 

THE BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM, Lessor 

and 

CLARENCE T. BACH, Lessee 

RELATING TO THE UNIVERSITY OF TEXAS 
AT SAN ANTONIO 

DORMITORY FACILITIES 

Draft of 10/16/85 
Draft of 11/14/85 
Draft of 11/22/85 
Draft of 11/26/85 
Draft of 11/27/85 
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THIS AGREEMENT IS SUBJECT TO ARBITRATION 
UNDER THE TEXAS GENERAL ARBITRATION ACT, 

TEX. REV. CIV. STAT. ART. 224 ET SEQ. 

GROUND LEASE AGREEMENT 

STATE OF TEXAS 

COUNTY OF BEXAR 

This Ground Lease Agreement is made and entered into 
by and between The Board of Regents of the University of 
Texas System, for the use and benefit of the University 
of Texas at San Antonio, acting by and through its 
authorized officers, and Clarence T. Bach, an individual 
who resides in Bexar County, Texas. 

~ l T N E S S E T H: 

Whereas, Section 65.39 of .the Texas Education Code 
provides that the Board of Regents of The University of 
Texas System (the "LESSOR") has the sole and exclusive 
management and control of the lands set aside and 
appropriated to, or acquired by, The University of Texas 
System; 

Whereas, such Section 65.39 provides further that 
the LESSOR may sell, lease, and otherwise manage, 
control, and use the lands in any manner and at prices 
and under terms and conditions the board deems best for 
the interest of The University of Texas System, not in 
conflict with the constitution; 

Whereas, in order to assist in the development of 
campus housing facilities and related facilities for 
students at The University of Texas at San Antonio 
("UTSA"}, the LESSOR deems it is best for the interest 
of The University of Texas System, and particularly for 
UTSA and prudent in light of the unavailability of 
public funds for such development, that a portion of the 
campus of UTSA be leased to Clarence T. Bach, an 
individual who r~sides in Bexar County, Texas (the 
"LESSEE") for the purpose of developing, constructing, 



owning and operating such student housing and related 
facilities; 

Whereas, in furtherance of the aforesaid purposes, 
the LESSOR and the LESSEE have determined to enter into 
this Ground Lease Agreement (this "Lease") whereby the 
LESSOR will lease a tract of approximately 6. 013 acres 
of land (the "Leased Premises") on the campus of UTSA 
to the LESSEE, and the LESSEE will develop, construct, 
own and operate on the leased premises a dormitory, for 
use by UTSA students and participants in 
university-sponsored events, and a recreation center for 
use by such students and participants and UTSA faculty 
and staff, subject to the terms herein stated; 

Now, THEREFORE, 
covenants, conditions 
parties hereby agree: 

in consideration of 
and agreements which 

[End of Recitals] 
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ARTICLE ONE 

LEASE OF PROPERTY - TERMS OF LEASE 

Section 1.01. Lease of Premises. LESSOR, in 
consideration of the rents, covenants, agreements and 
conditions herein set forth, which LESSEE hereby agrees 
shall be paid, kept and performed by LESSEE, does hereby 
let, demise and rent exclusively unto LESSEE, and LESSEE 
does hereby rent and lease from LESSOR, a 6. 013 acre
tract of real property (the HLeased Premises'') more 
particularly described in Exhibit A attached hereto, 
being incorporated into this Lease and made a part 
hereof with the same effect as if set forth herein. 

Section 1.02. Easements. This lease is 
subject only to (i) the matters set forth in Exhibit B 
attached hereto, being incorporated into this Lease and 
made a part hereof with the same effect as if set forth 
herein, and (ii) all present and future laws, 
ordinances, resolutions, regulations and orders of all 
municipal, county, state, federal or other governmental 
bodies, boards, agencies or other authority now or 
hereafter having jurisdiction. 

LESSEE, by execution of this Lease, accepts the 
leasehold estate herein demised subject to all easements 
and other matters referred to on Exhibit B, including, 
without limiting the generality of the foregoing, the 
reserved rights of LESSOR to use those port ions of the 
Leased Premises described or referred to in the 
instruments designated on such 
Exhibit B for the purposes therein stated. 

Section l. 03. Term. TO HAVE AND TO HOLD the 
hereinabove described tract of land subject to the 
matters as aforesaid, together with all and singular the 
rights, privileges and appurtenances thereunto attaching 
or in anywise belonging unto LESSEE, his successors and 
assigns, for a term commencing on the date hereof and 
ending at midnight on December 31, 2020, subject to 
earlier termination as herein provided, and upon and 
subject to the covenants, agreements, terms, provisions 
and limit at ions hereafter set forth, all of which the 
LESSEE covenants to perform and observe. 
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ARTICLE TWO 

DEFINITIONS 

Section 2.01. The terms defined in this 
ARTICLE shall for all purposes of this Lease, and all 
agreements supplemental hereto, have the meanings herein 
specified, unless the context otherwise requires. 

"Additional Dormitory or Dormitories" means 
one or more of the Phase II, III and IV Dormitories. 

"Additional Leased Premises" means any real 
property on the UTSA campus which is leased by the 
LESSOR to the LESSEE or to one or more Affiliated 
Entities pursuant to Section 12.01 hereof for the 
purpose of the development and construction of 
developing Additional Dormitories thereon. 

"Affiliated Entity" means any corporation, 
partnership or other entity in which Clarence T. Bach, 
his spouse and descendants, or any one or more of them, 
own fifty percent (50%) or more of the issued and 
outstanding stock, partnership interests or equitable 
interests, as the case may be. 

"Commencement of Construe t ion" means the date 
on which excavation or foundation work is begun for 
either the Phase I Dormitory or the Recreation Center. 

"Date 
Dormitory or 

of 
the 

occupancy or use. 

Opening" 
Recreation 

means 
Center 

the 
is 

date 
opened 

any 
for 

"Dormitory" means a dormitory building to be 
constructed by the LESSEE in accordance with the Plans 
and Specifications, on the Leased Premises, as well as 
all modifications and replacements thereto, for use and 
occupancy by students of UTSA and by participants in 
university-sponsored events. 

"Dormitory Faci l ties Area" means 
property comprising 18.949 acres described 
12.02 and more particularly described in 
together with all appurtenances thereto. 

the real 
in Section 
Exhibit D, 

"Expiration Date'' means the expiration date 
of this Lease, December 31, 2020. 
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"Facilities" means a complex of buildings 
including four dormitories, referred to herein, 
respectively, as Phase I Dormitory, Phase II Dormitory, 
Phase III Dormitory, and Phase IV Dormitory and a 
Recreation Center, together with related facilities, 
each such building to be constructed from time to time 
on the Leased Premises or the Additional Leased Premises 
as well as. all modifications and replacements thereto, 
for use by students of UTSA. 

''Force Majeure'' means those items enumerated 
in ARTICLE 30. 

"Leased Premises" means the real property 
described in Section 1.01 and more particularly 
described in Exhibit A, together with all appurtenances 
thereto. 

"LESSEE" means Clarence T. Bach, an 
his indi vidua 1 who res ides in Bexar County, Texas, and 

heirs, devisees and assigns. 

"LESSOR" means The Board of Regents of The 
University of Texas System. 

"LESSOR Representative" means any person 
designated and authorized in writing from time to time 
by the LESSOR to represent LESSOR in exercising its 
rights and performing its obligations under this Lease. 

Planning 
System. 

"OFPC" means the 
and Construction of 

Office of 
the University 

Facilities 
of Texas 

"OFPC Representative" Means that person from 
the OFPC authorized in writing by LESSOR to represent 
LESSOR in certain matters pertaining to the construction 
of the facilities. · 

"Operating Agreement or Agreements" means one 
or more of the agreements relating to the operation and 
management of any of the Dormitories or the Recreation 
Center. 

"Phase I Dormitory" 
which is to be developed and 
Premises, in accordance 
Specifications. 
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"Phase 1 Dormitory Tract" means the real 
property comprising 4. 623 acres of the Leased Premises 
described in Section and more particularly described in 
Exhibit E. 

"Phase 11 Dormitory" means that Dormitory 
which is the first to be developed and constructed 
constructed by LESSEE on the Additional Leased Premises, 
in accordance with the Plans and Specifications. 

"Phase Ill Dormitory" means that Dormitory 
which is the second to be developed and constructed by 
LESSEE on the Additional Leased Premises, in accordance 
with the Plans and Specifications. 

"Phase IV Dormitory" means that Dormitory 
which is the third to be developed and constructed by 
LESSEE on the Additional Leased Premises, in accordance 
with the Plans and Specifications. 

''Plans and Specifications'' means the plans 
and specifications for the development and construction 
of the Facilities on file in the office of the LESSEE, 
as the same may be implemented and detailed from time to 
time by LESSEE, with the approval of the LESSOR. 

"Recreation Center" means that 
the Facilities to be constructed by LESSEE 
Premises in accordance with the 
Specifications, containing a swimming pool, 
dining facilities and other amenities, 
students, faculty and staff of UTSA and by 
in UTSA-sponsored events. 

building of 
on the Leased 

Plans and 
a game room, 
for use by 
participants 

"UTSA" means The University of Texas at 
San Antonio, a component institution of the University 
of Texas System, located in San Antonio, Bexar County, 
Texas, being an "institution of higher education" as 
defined in Section 53.02 and Section 61.003(7), Texas 
Education Code. 

Section 2. 02. The Table of Contents preceding this 
Lease is for the purpose of convenience of reference 
only and is not to be deemed or construed in any way as 
part of this Lease, nor as supplemental hereto or 
amendatory hereof. 
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ARTICLE THREE 

RENT 

LESSEE agrees to pay to LESSOR at the office of the 
Lessor or to such other office as shall be designated to 
LESSEE in writing by LESSOR those sums, as rental for 
the use and occupancy of the Leased Premises, set forth 
on Exhibit C attached hereto and incorporated herein for 
all purposes. 

ARTICLE FOUR 

USE OF LEASED PREMISES 

Section 4. 01. Purpose of Lease. LESSEE enters 
into this Lease for the purpose of developing and 
constructing the Phase I Dormitory and the Recreation 
Center in accordance with the Plans and Specifications 
and of operating and maintaining the Phase I Dormitory 
and Recreation Center in accordance with the Operating 
Agreements. The Leased Premises are to be used for no 
other purpose. 

Section 4.02. Benefit of UTSA. LESSEE shall 
lease and hold the Leased Premises for the support, 
maintenance or benefit of UTSA, or the Leased Premises 
are not leased for a purpose not related to the 
performance of the duties and functions of the state or 
are not leased to provide private residential housing to 
members of the public other than students of UTSA and 
participants in UTSA-sponsored activities. 

ARTICLE FIVE 

ACCEPTANCE AND CONDITION OF PREMISES 

Section 5.01. LESSEE'S Inspection. LESSEE has 
had full opportunity to inspect and examine the Leased 
Premises. LESSEE'S execution of this Lease shall be 
conclusive evidence of LESSEE'S acceptance thereof in an 
"AS IS" condition and, subject to LESSOR'S obligations 
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set forth herein, LESSEE hereby accepts the Leased 
Premises in their present condition as suitable for the 
purpose for which leased. 

Section 5.02. No Representations. LESSEE agrees 
that no representations respecting the condition of the 
Leased Premises and no promises to alter or improve the 
Leased Premises have been made by LESSOR or its agents 
to LESSEE unless the same are contained herein or made a 
part hereof by specific reference. 

Section 5.03. LESSOR'S Easements. LESSOR shall 
provide any easements, reasonably required by Lessee in 
connection with this Lease, including but not limited 
to, utility easements through the UTSA campus, and 
access to and between the Leased Premises and to the 
remaining portions of UTSA campus and to public streets, 
and shall execute any instruments reasonably requested 
by LESSEE evidencing such easements and access. 

ARTICLE SIX 

ACCESS 

LESSEE shall permit LESSOR'S agents, 
representatives, or employees to enter on the Leased 
Premises and the Facilities at reasonable times for the 
purposes of review and inspection as provided in this 
Lease, to determine whether LESSEE is in compliance with 
the terms of this Lease, or for other reasonable 
purposes. Subject to all rights to observe and enforce 
the applicable rules and policies of Lessor and UTSA, 
the LESSOR, its agents, representatives, and employees 
shall use their best efforts not to disturb construction 
on the Leased Premises and shall not disturb students 
residing in any Dormitory or tenants of subleased 
space. 
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ARTICLE SEVEN 

CONSTRUCTION BY LESSEE 

Section 7.01. Local Conditions. 
he is familiar with local conditions 
development and construction to 
LESSEE. 

LESSEE dec 1 a res 
with respect to the 
be undertaken by 

Section 7.02. LESSEE to Pay Costs. LESSEE will 
develop and construct the Facilities on the Leased 
Premises at his own cost and expense. LESSOR shall have 
no financial obligation or other obligation of any kind 
under this Lease except as specifically set forth 
herein. 

A. LESSEE shall furnish all supervision, tools, 
implements, machinery, labor, materials and 
accessor1es such as are necessary and proper 
for the construction of the Facilities, shall 
pay all permit and license fees, and shall 
construct, build, and complete in a good, 
substantial and workmanlike manner, the 
structures, work and improvements herein. 
described to be constructed by LESSEE at his 
expense upon the Leased Premises, all in 
accordance with this Lease, the Plans and 
Specifications, and all documents executed 
pursuant hereto and thereto. 

B. Contingent upon the issuance of any required 
building permits and other governmental 
approvals, LESSEE shall have the right to and 
shall provide for the location, construction, 
erection, maintenance, and removal of 
improvements, in any lawful manner, upon or in 
the Leased Premises for the purpose of carrying 
out any of the activities provided for herein. 
LESSEE shall have sole control of the selection 
of construction professionals, construction 
design, means and methods and the final 
decision regarding operation of the 
Facilities. The Plans and Specifications for 
the construction of the Facilities and for 
landscaping shall be prepared by registered 
architects and engineers. The Plans and 
Specifications shall require the written 
approval of the OFPC Representative before any 
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construction or installation may be undertaken, 
which approval shall not be unreasonably 
withheld. All construction, alteration, 
renovation or additions to the Leased Premises 
undertaken by the LESSEE shall be in 
conformance with all applicable codes rules and 
regulations, including amendments thereto. 
LESSEE shall have the right to contest any such 
codes for reasonable grounds by ordinary and 
proper procedures. 

C. The OFPC Representative shall review the Plans 
and Specifications and note in writing any 
required changes or corrections thereto within 
twenty-five (25) business days after receipt of 
the Plans and Specifications. Minor changes in 
work or materials, not affecting the general 
character of the Facilities may be made in the 
Plans and Specifications at any time without 
the approval of the OFPC Representative, but a 
copy of the altered Plans and Specifications 
sha 11 promptly be furnished to the OFPC 
Representative. 

D. At least 120 days prior to undertaking any 
additional construction for the renovation or 
remodeling of any of the buildings of the 
Facilities during the term of this Lease, 
LESSEE shall submit plans for such renovation 
or remodeling to the LESSOR and the OFPC 
Representative for approval, which approval 
shall not be unreasonably withheld. 

E. LESSEE covenants that, subject to Force 
Majeure, the Plans and Specifications for the 
Facilities, together with a copy of the 
building permit for the Phase I Dormitory and 
the Recreation Center shall be submitted to the 
OFPC Representative and the Commencement of 
Construction of such building shall be no later 
than six {6) months after the date hereof and 
that LESSEE shall complete its construction 
within twelve (12) months after the date of 
Commencement of Construction. 

At the option 
of time may 
hereof. 

of LESSOR, good faith extensions 
be made pursuant to ARTICLE 32 
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F. Prior to Corrunencement of Construction, (1) 
LESSEE shall deliver to the LESSOR 
Representative a copy of the signed contract 
between the LESSEE and the general contractor 
for the construction of the Facilities to be 
erected upon the Leased Premises, and (2) 
LESSEE shall provide a performance bond or a 
performance guaranty, which may be from a 
financially responsible contractor or affiliate 
of such contractor, in favor of LESSOR for 
completion of construction in an amount 
adequate to provide for the substantial 
completion of the Facilities and a payment bond 
or payment guaranty. 

G. The LESSOR Representative shall have the right 
of review and approval of all payment bonds and 
performance bonds or guaranties and shall note 
in writing any required changes or corrections 
within ten (10) business days after receipt 
thereof. 

H. At the request of LESSEE, LESSOR will assist or 
cooperate with LESSEE in obtaining all city, 
state, or federal approvals necessary for the 
construction and development contemplated 
herein and in obtaining any funding, financing 
or grants that may be available. This 
provision shall in no way imply that LESSOR 
will provide LESSEE with legal, tax or 
financial advice nor will LESSOR incur any 
liability for any such assistance, cooperation 
or lack thereof. 

I. LESSEE shall, upon written request of LESSOR, 
make, in such detail as may reasonably be 
required, and forward to LESSOR, reports in 
writing as to the actual progress of the LESSEE 
with respect to such construction. During such 
period, the work of the LESSEE shall be subject 
to inspection by the OFPC Representative and by 
authorized personnel of UTSA in order to verify 
reports of construction, determine compliance 
with safety, fire, and building codes, 
determine compliance with approved construction 
plans, or such other inspections as may be 
necessary in the opinion of LESSOR. 
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J. LESSOR and LESSEE will provide each other 
such construction easements as may 
reasonably required or desired to effect 
construction of the Facilities. 

with 
be 

the 

K. LESSEE shall have the right to prohibit access 
of the public onto the Leased Premises at such 
times as the Leased Premises are not open to 
the public. 

L. LESSEE agrees to comply with all state, 
federal and local laws and regulations with 
regard to all construction procedures and 
materials and the treatment of any 
archeological or historical properties. 

M. LESSEE agrees that it will at all times pay 
all fees, royalties or license charges on all 
patented, registered or copyrighted machines, 
materials, methods or processes used in the 
construction of said work and supplied as a 
part of the finished work, or appurtenances 
thereof; and that it will hold LESSOR free and 
harmless from any and all claims on account of 
the use of any machines, materials, methods or 
processes. 

Section 7.03. Personal Property. All machinery, 
equipment and items of personal property of any kind 
owned by LESSEE and at any time placed or maintained by 
LESSEE on any part of the Leased Premises and all 
buildings erected and all alterations, additions, 
attached fixtures or improvements made upon the Leased 
Premises shall be and remain the property of LESSEE; 
provided, however, that all buildings erected and all 
alterations, additions, attached fixtures or 
improvements made upon the Leased Premises shall become 
the property of LESSOR upon the Expiration Date or upon 
termination of this Lease prior to the Expiration Date 
for any reason, as provided by Section 14.01. 
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ARTICLE EIGHT 

ENCUMBRANCES 

Section 8.01. Mortgage of Leasehold. LESSEE may 
with the prior approval of Lessor, which shall not be 
unreasonably withheld, at any time and from time to time 
mortgage the LESSEE"S leasehold estate in the Leased 
Premises by the creation or execution of contractual 
liens, deeds of trusts, mortgages, assignments or 
similar instruments (herein called "Mortgages"). Such 
prior approval is hereby given to Lessee for the 
granting of such Mortgages in connection with the 
financing of the construction costs of the Phase I 
Dormitory and the Recreation Center, whether such 
financing be through the issuance of industrial 
development bonds or by a financial institution. 

Section 8.02. LESSOR'S Agreements. In the event 
any proposed mortgagee of a leasehold mortgage to be 
created pursuant to this Article 8 should so require, 
then LESSOR shall execute and deliver to such mortgagee 
a writing whereby LESSOR agrees 1n substance to the 
provisions set out below. 

A. LESSOR shall not terminate this Lease for any 
default of LESSEE hereunder without first 
advising the mortgagee, in writing, of such 
default and permitting the mortgagee to cure 
such default on behalf of such LESSEE within 
sixty (60) days after the giving of such 
notice. Further, if any default, other than a 
default in the payment of rent hereunder, is 
not cured within such sixty (60) day period, 
or any extension thereof agreed to by the 
mortgagee, (i) if the mortgagee has instituted 
foreclosure proceedings prior to the 
expiration of fifteen (15) days after the 
expiration of said sixty (60) day period (as 
the same may have been previously extended) 
and (ii) prosecutes such foreclosure 
diligently to conclusion, and (iii) the 
purchaser at the foreclosure sale fully cures 
the default within sixty (60) days after such 
foreclosure sale then LESSOR will not 
terminate this Lease until fifteen (15) days 
after the expiration of said sixty (60) day 
period provided that such foreclosure 
proceedings are diligently prosecuted. 
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B. In the event the mortgagee should foreclose 
upon the LESSEE'S leasehold interest hereunder 
and should, as a result of such foreclosure, 
succeed to such leasehold interest, then the 
mortgagee shall be subject to all the terms 
and conditions of this Lease. 

C. LESSOR will not agree to a modification, 
alteration, amendment or the release or 
surrender of this Lease without the consent of 
the mortgagee. 

D. In the event of the termination of this Lease 
prior to the Expiration Date, except by 
eminent domain or condemnation pursuant to 
Article 19 hereof, LESSOR will serve upon the 
mortgagee written notice that the Lease has 
been terminated together with a statement of 
any and all sums which would have at that time 
been due under the Lease but for such 
termination and of all other defaults, if any, 
under the Lease then known to LESSOR whereupon 
the mortgagee shall have the option to obtain 
a new Lease of the premises by giving notice 
to LESSOR to such effect within thirty (30) 
days after receipt by the mortgagee of notice 
of such termination, which new Lease shall be 
entered into at the reasonable cost of the 
LESSEE thereunder, shall be effective as of 
the date of termination of this Lease and 
shall be for the remainder of the term of this 
Lease and for the rent and upon all of the 
agreements, terms, covenants and conditions 
hereof, including any applicable rights of 
renewal. Such new Lease shall require the 
LESSEE to perform any unfulfilled obligation 
of LESSEE under this Lease which is reasonably 
susceptible of being performed by such 
LESSEE. Upon the execution of such new lease, 
the LESSEE named therein shall pay any and all 
sums which at the time of the execution 
thereof would be due under this Lease but for 
such termination and shall pay all expenses, 
including reasonable attorney's fees, court 
costs and disbursements incurred by LESSOR in 
connection with such defaults and termination, 
the recovery of possession of Leased Premises 
and the preparation, execution and delivery of 
such new Lease. 
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Section 8.03. Modification. LESSOR agrees to 
consider the execution of reasonable modification, 
agreements or amendments to this Lease as may reasonably 
be request.ed from time to time by a leasehold mortgagee, 
provided that such modifications shall not vary the 
rental to be paid by LESSEE, nor subject the LESSOR'S 
fee title to any such mortgage, nor be detrimental to 
the welfare of students, faculty or staff of UTSA. 
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ARTICLE NINE 

MAINTENANCE AND REPAIR 

Section 9.01. Utilities. LESSEE shall pay or 
cause to be paid any and all charges, including any 
connection fees, for water, heat, gas, electricity, 
sewers and any and all other utilities used on the 
Leased Premises throughout the term of this Lease and 
any extension thereof. 

Section 9.02. Repairs. LESSEE at LESSEE'S sole 
cost and expense at all times during the term of this 
Lease agrees to keep and maintain, or cause to be kept 
and maintained, the Leased Premises and all buildings 
and improvements which may be erected on or become a 
part of the Leased Premises in a good state of 
appearance and repair, with reasonable wear and tear, 
damage caused by casualty or condemnation, temporary 
destruction for renovation and Force Majeure excepted. 

Section 9.03. Condition of Leased Premises. 
LESSEE shall be strictly responsible for the condition 
of the Leased Premises and shall maintain the leased 
premises in a safe, clean, neat and sanitary condition, 
attractive in appearance, reasonable wear and tear, 
damage caused by casualty or condemnation, temporary 
destruction for renovation and force majeure excepted. 
LESSOR shall have the right at reasonable times to make 
reasonable inspect ions of the Leased Premises and make 
suggestions as to proper maintenance of the Leased 
Premises and to insure that fire, safety and sanitation 
regulations and other provisions contained in this Lease 
are adhered to by the LESSEE subject to the provisions 
in ARTICLE 13. 

Section 9.04. Inspection. LESSOR, at LESSOR'S 
option, shall cause to be made an annual inspection of 
the Leased Premises and buildings to ascertain the 
quality of maintenance being observed by LESSEE, and 
shall notify LESSEE in writing of all items of repair or 
replacement deemed reasonably necessary to maintain the 
Leased Premises and buildings in a presentable and 
operating condition, with a copy of such notice being 
provided to each leasehold mortgagee entitled to notices 
under this Lease. Upon receipt of said notice, LESSEE 
shall undertake reasonable corrective maintenance or 
replacement of all items listed. 
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Section 9.05. Renovation of Improvements. LESSEE 
shall have the right at any time and from time to time 
to do such major or minor alterations, renovation or 
repair work to any building or portion of the Facilities 
as LESSEE determines is reasonably necessary in order to 
comply with the requirements of this Lease or the 
Operating Agreements, and in connection with such work 
close of one or more buildings of the Facilities for a 
consecutive period not to exceed twelve (12) months 
(subject to extension by Force Majeure) to accomplish 
such work, during which period LESSEE shall pay the 
rental due hereunder, or, if it is not necessary to 
close an entire building, LESSEE may close the portion 
thereof undergoing such alteration, renovation or repair 
provided that LESSEE shall use his best efforts to 
ensure that as few rooms of the Dormitory are closed at 
any time as may be practicable under the circumstances. 

Section 9.06. Damage to Improvements. Subject to 
the other terms of this Lease, in the event any portion 
of the Facilities is damaged by fire or otherwise, 
regardless of the extent of such damage or destruction, 
LESSEE shall no later than 180 days following the date 
of such damage or destruction commence the work of 
repair, reconstruction or replacement of the damaged or 
destroyed building or improvement and prosecute the same 
with reasonable diligence to completion, so that the 
improvements shall, at the sole expense of LESSEE, be 
restored to substantially the same size, function and 
value as the improvements existing prior to the damage; 
provided, however, that if LESSEE'S leasehold ~ortgagee 
shall require that so much of the insurance proceeds be 
applied to such leasehold mortgagee's leasehold mortgage 
that the remaining proceeds are insufficient, in the 
reasonable judgment of LESSEE, to permit restoration in 
accordance with the terms of this Lease, or if payment 
of the insurance proceeds is contested or not settled 
promptly for any reason, then the LESSOR shall grant an 
appropriate extension of the time for commencing repairs 
to allow LESSEE to obtain reasonable replacement 
financing or to obtain the insurance proceeds. If 
LESSEE shall in good faith be unable to obtain 
reasonable replacement financing or to obtain the 
insurance proceeds, then LESSEE may terminate this Lease 
by written notice to LESSOR. In the event of 
termination under this paragraph, this Lease shall 
terminate ten ( 10) days after the date of such notice 
with the same force and effect as if such date were the 
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date herein fixed for the expiration of the term, and 
the rent shall be apportioned and paid to the time of 
such termination. 

Section 9.07. Restoration and Replacement. If, 
during the last ten years of the term of this Lease, the 
improvements then on the Leased Premises shall be so 
damaged by fire or otherwise that the cost of 
restoration shall exceed fifty percent (50%) of the 
replacement value thereof (exclusive of foundations) 
immediately prior to such damage, then within thirty 
(30) days after the date of such damage, LESSEE may 
terminate this Lease by written notice to LESSOR and 
this Lease shall terminate ten (10) days after the date 
of such notice with the same force and effect as if such 
date were the date herein fixed for the expiration of 
the term, and the rent shall be apportioned and paid to 
the time of such termination. In such event LESSEE 
shall have no obligation to repair or rebuild, and the 
entire insurance proceeds, subject to the rights of any 
leasehold mortgage, shall be the property of LESSEE, 
provided, however, that at LESSOR'S request made in the 
manner provided in Section 11.09 above, and at LESSEE'S 
expense, LESSEE shall promptly demolish and clear any 
improvements (including foundations) remaining on the 
leased premises. 

-18-



ARTICLE TEN 

CERTAIN LIENS PROHIBITED 

Section 10.01. No Mechanics' Liens. LESSEE shall 
not suffer or permit any mechanics' liens or other liens 
to be enforced against the fee interest of LESSOR in the 
Leased Premises nor against LESSEE'S leasehold interest 
in the land nor any buildings or improvements on the 
Leased Premises by reason of a failure to pay for any 
work, labor, services, or materials supplied or claimed 
to have been supplied to LESSEE or to anyone holding the 
Leased Premises or any part thereof through or under 
LESSEE. 

Section 10.02. Release of Recorded Liens. If any 
such mechanics' liens or materialmen's liens shall be 
recorded against the Leased Premises, or any 
improvements thereof, LESSEE shall cause the same to be 
released of record or, in the alternative, if LESSEE in 
good faith desires to contest the same, LESSEE shall be 
privileged to do so, but in such case LESSEE hereby 
agrees to indemnify and save LESSOR harmless from all 
liability for damages occasioned thereby and shall, in 
the event of a judgment of foreclosure on said 
mechanics' lien, cause the same to be discharged and 
released prior to the execution of such judgment. In 
the event LESSOR reasonably should consider itself 
endangered by any such liens and should so notify the 
LESSEE and the leasehold mortgagee and the LESSEE should 
f ai 1 to provide adequate security for the payment of 
such liens, in the form of a surety bond, cash deposit 
or cash equivalent, within thirty (30) days after such 
notice, then LESSOR, at LESSOR'S sole discretion, may 
discharge such liens and recover from LESSEE immediately 
as net rent under this Lease the amounts to be paid, 
with interest thereon from the date paid by LESSOR until 
repaid by LESSEE at the rate of ten percent ( 10%) per 
annum. 

Section 10.03. Memorandum Recitals. The Memoran
dum of Lease to be filed pursuant to ARTICLE 31 of this 
Lease shall state that any third party entering into a 
contract with LESSEE for improvements to be located on 
the leased premises, or any other party under said third 
party, shall be on notice that LESSOR shall have no 
liability for satisfaction of any claims of any nature 
in any way arising out of a contract with LESSEE. 
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Section 10.04. LESSOR Review of Bonds and 
Guaranties. Upon request, LESSEE shall provide to 
LESSOR evidence of adequate compliance under the terms 
of this Lease of all payment bonds and performance bonds 
or guaranties and Lessor shall note in writing any 
required change or corrections within twenty-five (25) 
business days after receipt thereof. 

ARTICLE ELEVEN 

OPERATION OF FACILITIES 

LESSEE shall be responsible for the 
operation of the Facilities. LESSEE and LESSOR shall 
enter into one or more Operating Agreements with one or 
more operators, who shall be approved by LESSOR. Each 
such Operating Agreement shall provide for the operation 
of the Facilities without cost or expense to LESSOR in 
conformity with all applicable law and with the rules, 
regulations and policies of LESSOR and UTSA. The 
Operating Agreements shall permit the Operator to 
contract with LESSOR and UTSA to provide certain 
services. 
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ARTICLE TWELVE 

ADDITIONAL OBLIGATIONS OF LESSOR 

Section 12.01. Right of First Refusal for 
Additional Dormitories. A. For and in consideration 
of the sum of Ten and No/100 Dollars ($10. 00) cash in 
hand paid by the LESSEE to LESSOR, the receipt and 
sufficiency of which consideration are hereby confessed 
and acknowledged by LESSOR, LESSOR, for itself, its 
successors and assigns, does hereby covenant and agree 
with LESSEE, that if at any time and from time to time, 
prior to the expiration or earlier termination of this 
Lease, LESSOR desires to have one or more Additional 
Dormitories constructed, at the cost and expense of a 
lessee, on real property on the UTSA campus which shall 
be subject to a lease with such lessee similar to this 
Lease, LESSOR shall be obligated to give LESSEE written 
notice of such desire specifying therein the "Date of 
Opening" (which, in no event shall be less than eighteen 
( 18) months after the date of such notice) required by 
LESSOR for such Additional Dormitory or Dormitories. 
Such notice shall offer to LESSEE the right to obtain a 
lease from LESSOR of the Additional Leased Premises on 
which such Additional Dormitory or Dormitories are to be 
constructed by LESSEE, which Lease shall be 
substantially on the same terms and subject to 
substantially the same provisions and requirements as 
this Lease, except as otherwise stated in this Section 
12.01, with LESSOR agreeing to provide, or to authorize 
UTSA to provide, the same services with respect to each 
such Additional Dormitory as LESSOR is obligated to 
provide under the Operating Agreement with respect to 
the Phase I Dormitory. Following receipt of such 
written notice from LESSOR, LESSEE shall have one 
hundred eighty ( 180) days within which to accept 
LESSOR'S offer by giving written notice of its 
acceptance of such offer within such period of time. 
Thereafter, the lease of the Additional Leased Premises 
shall be closed as promptly as practicable after 
acceptance by LESSEE. If LESSEE fails to timely 
exercise such right to lease the Additional Leased 
Premises within the time period stated, LESSOR shall 
then have the right, at any time within one hundred 
eighty (180) days after expiration of such one hundred 
eighty ( 180) day period to lease such Addi tiona 1 Leased 
Premises to other persons; however, any leasing of such 
Additional Leased Premises after such date, as well as 

-21-



the leasing of any other Additional Leased 
dormitory use while this Lease remains in 
again be offered to LESSEE upon said 
provisions as above stated. 

Premises for 
effect must 

terms and 

B. Any lease of an Additional Leased Premises 
pursuant to this Section 12.01, the provisions of 
paragraph 12.01A. notwithstanding, (i) shall be for a 
term of years commencing no less than twelve (12) months 
(unless a shorter period shall have been agreed to by 
Lessee) prior to the Date of Opening for the Additional 
Dormitory or Dormitories constructed thereon and 
expiring on December 31, 2020; and (ii) the provisions 
of Section 15.02 shall be revised to provide LESSOR the 
right to purchase the Facilities constructed on such 
Additional Leased Premises for a purchase price 
determined in accordance with Section 15.02. 

C. Attached hereto as Exhibit D and incorporated 
herein for all purposes, is the description of the 
Dormitory Facilities Area, being that 18.949 acre 
portion of the UTSA campus, which LESSOR currently 
contemplates as the location for dormitories and related 
facilities on such campus. The Leased Premises 
described on Exhibit A are included in this Dormitory 
Facilties Area. LESSOR and LESSEE currently contemplate 
that any Additional Dormitories will also be constructed 
on lands in the Dormitory Facilities Area; however, 
nothing in this Lease shall be deemed or construed to 
limit LESSOR in its designation of the location on the 
UTSA campus (as now or hereafter constituted) of where 
it may desire Additional Dormitories to be built, nor to 
limit the rights of LESSEE under this Section 12.02 to 
obtaining leases of Additional Leased Premises only with 
respect to the Dormitory Facilities Area described in 
said Exhibit D, if LESSOR desires to grant a lease or 
leases on other lands for the purpose of having 
Additional Dormitories constructed, developed, operated 
and maintained on such other lands. 

Section 12.02. Dormitories Constructed by 
Lessor. Nothing in Section 12.01 or otherwise shall be 
construed to restrict or prohibit Lessor from 
undertaking at any time at its own cost and expense the 
construction of one or more dormitories on the UTSA 
campus. 
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Section 12.03. Assistance for Tax Treatment. 
LESSOR will assist, upon request by LESSEE, in obtaining 
any favorable tax treatment with respect to the 
Facilities that is allowable under then current law. 
LESSOR shall not be obligated to provide LESSEE with 
legal or tax advice or invoke any liability whatsoever. 

Section 12.04. Access. In addition to 
construction easements and access as set forth elsewhere 
in this Lease, LESSOR shall provide reasonable access to 
and from the Leased Premises and public streets as well 
as convenient access between the Leased Premises and the 
portion of the UTSA campus not subject to this Lease. 

Section 12.05. Existence of UTSA. LESSOR will 
maintain the existence and operation of UTSA on its 
present campus and wi 11 not take or permit any action 
that would result in the loss of any accreditation of 
UTSA by accrediting organizations which UTSA presently 
holds or would otherwise impair its operation as an 
institution of higher education during the term of this 
Lease. 
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ARTICLE THIRTEEN 

INSURANCE AND INDEMNIFICATION 

Section 13.01. Indemnification by LESSEE. 
Excluding gross negligence or willful misconduct on the 
part of LESSOR, its employees, agents or contractors, 
LESSEE shall and will indemnify and save harmless 
LESSOR, its agents, officers, and employees, from and 
against any and all liability claims, demands, damages, 
expenses, fees, fines, penalties, suits, proceedings, 
actions, and causes of action of any and every kind and 
nature arising or growing out of or in any way connected 
with LESSEE'S use, occupancy, management, operation or 
control of the Leased Premises. This obligation to 
indemnify shall include the retention of outside legal 
counsel and third-party investigation costs and all 
other reasonable costs, expenses, and liabilities from 
the first notice that any claim or demand has been made. 

It is expressly understood and agreed 
and shall be deemed to be an independent 
operator responsible to all parties for 
acts or omissions and that LESSOR shall 
responsible therefor. 

that LESSEE is 
contractor and 
its respective 
in no way be 

Section 13.02. LESSOR Not Liable. LESSOR shall 
not be liable for any damage to either persons or 
property sustained by LESSEE or other persons and caused 
by any act or omission of students or other occupants of 
the Facilities. 

Section 13.03. Insurance. LESSEE shall at all 
appropriate times maintain, with respect to the Leased 
Premises, for the duration of this Lease and any 
extensions thereof, insurance issued by a company or 
companies qualified, permitted or admitted to do 
business in the State of Texas in the following types 
and amounts: 
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TYPE 
(1) Comprehensive General 

(Public) Liability--to 
include coverage for 
the following where the 
exposure exists: 

(A) Premises/ Operations 
(B) Independent Contractors 

AMOUNT 
Combined Single 
Limit for Bodily 
Injury and Property 
Damage: $~--~--~
or its equivalent 

(C) Products/Completed Operations 
(D) Personal Injury 
(E) Contractual Liability 
(F) Explosion, collapse and 

underground property damage 

(2) Property Insurance--for 
physical damage to the 
property of the LESSEE 
including improvements 
and betterments to the 
leased premises. 

(3) Builder's Risk Insurance 
-all risk of physical 
loss during term of the 
construction contract and 
until work is completed 

Coverage for a 
minimum of 80% 
of the actual 
cash value of 
the property. 

Coverage for a 
minimum 80% of 
the replacement 
cost of the 
property. 

Section 13.04. LESSOR Additional 
agrees that with respect to the 
insurance, LESSOR shall: 

Insured. 
above 

LESSEE 
required 

A. Be named on the Comprehensive General Liability 
policy as additional insured/or an insured, as 
its interest may appear. LESSOR agrees to 
promptly endorse insurance checks and/or 
otherwise release insurance proceeds. 

B. Be provided with sixty (60) days advance 
notice, in writing, of cancellation or material 
change in coverage. If any insurance policy 
provides that the insurer will give such 
notice, then LESSEE shall not be obligated to 
do so with respect to such policy. 

C. Be provided with Certificate of Insurance 
evidencing the above required insurance at the 
time the policies are required to be obtained 
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and thereafter with certificates evidencing 
renewals or replacements of said policies of 
insurance at least fifteen (15) days prior to 
the expiration or cancellation of any such 
policies. 

Section 13.05. Additional Insurance. LESSOR shall 
review LESSEE'S required insurance as stated herein at 
the time of renewal of the said policies or at the time 
of a material change, and LESSOR reserves the right to 
require reasonable additional limits or coverages. 
LESSEE agrees to comply with any such request by LESSOR. 

Section 13.06. Blanket Policies. If any blanket 
general insurance policy of LESSEE complies with these 
requirements, such insurance shall fulfill the 
requirements set forth herein. At the request of 
LESSEE, any leasehold mortgagee may be named as an 
insured or an additional insured on any policies as its 
interest may appear. 
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ARTICLE FOURTEEN 

TERMINATION, DEFAULT AND REMEDIES 

Section 14.01. Events of Default. The following 
events shall be deemed to be events of default by LESSEE 
under this agreement. 

A. The taking by execution of LESSEE'S leasehold 
interest set forth herein or of the 
improvements placed by LESSEE upon the Leased 
Premis·es for the benefit of any person other 
than the leasehold mortgagee. 

B. LESSEE shall fail to pay any sum required to 
be paid under the terms and provisions of this 
Lease and such failure shall not be cured 
within thirty (30) days after receipt of 
written notice from LESSOR of such failure. 

C. LESSEE shall fail to perform any other 
covenant or agreement, other than the payment 
of sums required to be paid, to be performed 
by LESSEE under the terms and provisions of 
this Lease and such failure shall not be cured 
within ninety (90) days after receipt of 
written notice from LESSOR of such failure; 
provided that if, during such ninety (90) day 
period, LESSEE takes action to cure such 
default but is unable, by reason of the nature 
of the work involved, to cure the same within 
such period and continues such work thereafter 
diligently and without unnecessary delays, 
LESSEE shall not be in default hereunder until 
the expiration of a period of time as may be 
reasonably necessary to cure such default. 

D. The filing of a petition for relief against 
the LESSEE, as debtor, under the Feder a 1 
Bankruptcy Code, as now or hereafter 
constituted, or any other applicable Federal 
or State law of similar import, or the entry 
of a decree or order by a court having 
jurisdiction in the premises appointing a 
custodian, receiver, liquidator, assignee, 
trustee, sequestrator, or other similar 
official of or for the LESSEE or any 
substantial part of the properties of the 
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LESSEE or ordering the winding up or liquidation of the 
affairs of the LESSEE, and the continuance of any such 
decree or order unstayed and in effect for a period of 
45 consecutive days. 

E. The commencement by the LESSEE of a voluntary 
case under the Federal Bankruptcy Code, as now 
or hereafter constituted, or any other 
applicable Federal or State law of similar 
import, or the consent or qcquiescence by the 
LESSEE to the commencement of a case under 
such Code or law or to the appointment of or 
taking possession by a custodian, receiver, 
liquidator, assignee, trustee, sequestrator, 
or other similar official of or for the LESSEE 
or any substantial part of the properties of 
the LESSEE, or the making by the LESSEE of an 
assignment for the benefit of creditors, or 
the admission by the LESSEE in writing of its 
inability to pay its debts generally as they 
become due. 

Section 14.02. Completion by Mortgagee. Subject 
to Force Majeure, if prior to the substantial completion 
of the improvements, the LESSEE ceases construction of 
the improvements for a period of thirty (30) consecutive 
days, LESSOR may by written notice to the leasehold 
mortgagee require said leasehold mortgagee to affirm by 
written notice to LESSOR within thirty (30) days of 
receipt by said leasehold mortgagee of such notice from 
LESSOR that such leasehold mortgagee intends to use its 
best efforts to pursue applicable remedies which will 
result in its causing the completion of the 
improvements. If said leasehold mortgagee fails to give 
such affirmation or thereafter by written notice 
abandons such intent, LESSOR may exercise its remedies 
under the Lease. This provision is in addition to the 
payment bond and performance bond or guaranty 
requirements set forth in this Lease. 

Section 14.03. Right to Expel. The leasehold 
mortgagee or lender, who shall have been approved by 
Lessor pursuant to Section 8.01, shall have the right to 
expel LESSEE in the event of an uncured default and 
assume the position of LESSEE with all rights and duties 
under this Lease. 
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Section 14.04. LESSOR'S Rights Upon Default. 
Upon the occurrence of an event of default not cured as 
heretofore provided, LESSOR may at its option declare 
this Lease and all rights and interests created by it to 
be terminated, may seek any and all damages occasioned 
by LESSEE'S default hereunder, or may seek any other 
remedies available at law or in equity. 

Section 14.05. Right to Relet Leased Premises. 
Upon LESSOR'S exercise of the election to terminate this 
Lease, LESSOR, its agent or attorney, may take 
possession of the Leased Premises and relet the same for 
the remainder of the term upon the best terms LESSOR, 
its agent or attorney, may obtain for the account of 
LESSEE, who shall make good any deficiency as such 
occurs. Any termination of this Lease as herein 
provided shall not relieve LESSEE from the payment of 
any sum or sums that shall then be due and payable to 
LESSOR hereunder, or any claim for damages then or 
theretofore accruing against LESSEE hereunder, and any 
such termination shall not prevent LESSOR from enforcing 
the payment of any such sum or sums or from claiming 
damages by any remedy provided for by law, or from 
recovering damages from LESSEE for any default 
hereunder. 
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ARTICLE FIFTEEN 

IMPROVEMENTS 

Section 15.01. Title to Improvements Upon 
Expiration or Termination. Upon the Expiration Date, 
or upon the earlier termination of this Lease pursuant 
to any provision of this lease, title to the Facilities 
shall vest completely in LESSOR, subject to LESSEE"S 
rights hereinafter set forth. 

A. Subject to subparagraph B hereof, all 
furniture, fixtures, equipment and furnishings 
permanently affixed to the Leased Premises 
shall become the property of LESSOR upon 
termination of this Lease whether such 
termination be by expiration of the term 
herein granted or an earlier termination under 
any provision of this Lease. 

B. LESSEE shall have the right, within thirty 
(30) days after the termination of this Lease, 
whether such termination be by the expiration 
of the term or an earlier termination under 
any provision of this Lease, to remove from 
the Leased Premises all of its furniture, 
fixtures, equipment and furnishings which are 
not permanently affixed to the Leased Premises 
and with respect to any damage caused thereby 
shall have the obligation to restore the 
Leased Premises to a clean and safe condition, 
and provided that, if any of LESSEE'S property 
remains in or on the Leased Premises after 
thirty (30) days following termination of this 
Lease and no renewal agreement has been 
executed, such thereof as so remains shall be 
deemed to have become the property of LESSOR, 
and may be disposed of as LESSOR sees fit, 
without liability to account to LESSEE for the 
proceeds of any sale or other disposition 
thereof. 

C. LESSOR agrees to subordinate any statutory or 
other lien or right herein it might have on 
LESSEE'S furniture, fixtures, equipment and 
furnishings to any mortgage or other security 
interest executed or granted by LESSEE on the 
furniture, fixtures, equipment or furnishings, 
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and LESSOR will execute such agreements as may 
be reasonably required by any mortgagee or 
holder of a security interest in the 
furniture, fixtures, equipment or furnishings 
with respect thereto. 

Section 15.02. LESSOR'S Option to Purchase 
Improvements. At any time on or after December 31, 
1994, LESSOR shall have the option to purchase the 
Facilities at the purchase price (the "Purchase 
Price'') determined by appraisal in accordance with 
Section 17.06. Such purchase by Lessor shall be subject 
to approval of the Coordinating Board, Texas College and 
University System. Such option to purchase may be 
exercised by Lessor by providing written notice to the 
LESSEE not later than one hundred eighty (180) days 
prior to the closing date of such purchase. The LESSOR 
shall purchase all buildings of the Facilities, whether 
completed or under construction, at one time. 
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ARTICLE SIXTEEN 

DEFAULT BY LESSOR 

Section 16.01. LESSEE'S Right to Cure. Should 
LESSOR fail to perform any term or covenant of this 
Lease to be performed by LESSOR and such failure shall 
not be cured within ninety (90) days after receipt of 
written notice of said failure from LESSEE, in that 
event, LESSEE shall have the right to cure the default 
and offset the cost thereof against the next maturing 
rental installments under this Lease. Those costs will 
be limited only to those costs necessary and reasonably 
incurred by LESSEE to cure the default as presented to 
LESSOR by LESSEE in an itemized statement. 

Section 16.02. Rights of LESSEE Cumulative. All 
rights and remedies of LESSEE provided for in this Lease 
shall be construed and held to be cumulative, and no 
single right or remedy shall be exclusive of any other 
which is consistent with the former. LESSEE shall have 
the right to pursue any or all of the rights or remedies 
set forth herein, as well as any other consistent remedy 
or relief which may be available at law or in equity, 
but which is not set forth herein. No waiver by LESSEE 
of a breach of any of the covenants, conditions or 
restrictions of this Lease shall be construed or held to 
be a waiver of any succeeding or preceding breach of the 
same or of any other covenant, condition or restriction 
herein contained. The failure of LESSEE to insist in 
any one or more cases upon the strict performance of any 
of the covenants of this Lease, or to exercise any 
option herein contained, shall not be construed as a 
waiver or relinquishment of future breaches of such 
covenant or option. 
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ARTICLE SEVENTEEN 

CONDEMNATION 

Section 17.01. Condemnation of Entire Leased 
Premises. In the event the entire Leased Premises 
shall be appropriated or taken under the power of 
eminent domain by any public or quasi-public authority, 
this Lease shall terminate and expire as of the date of 
such taking, and both LESSEE and LESSOR shall thereupon 
be released from any liability thereafter accruing 
hereunder. 

Section 17.02 .. Partial Condemnation. In case of 
taking of less than all of the Leased Premises and 
improvements thereon LESSOR and LESSEE mutually shall 
determine, within sixty (60) days after the date of 
taking, whether the remaining Leased Premises and 
improvements thereon after restoration can economically 
and feasibly be used by LESSEE. If LESSOR and LESSEE 
have not agreed upon such matter within said sixty (60) 
day period it shall be resolved by arbitration as 
provided herein. 

If it is determined that the remaining Leased 
Premises and improvements thereon cannot be economically 
and feasibly used by LESSEE for the purposes stated in 
Article Four hereof, LESSEE, at his election, may 
terminate this Lease by giving LESSOR notice of his 
election to terminate at least sixty (60) days prior to 
the date of such termination. Upon any such 
termination, the rent accrued and unpaid hereunder shall 
be apportioned to the date of termination. 

Section 17.03. Temporary Taking. Should a 
temporary taking occur which does not result in a 
termination of this Lease, then LESSEE shall remain in 
the Leased Premises upon the terms of this Lease without 
reduction or abatement in rent. 

Section 17.04. Division of Award. The award in 
any condemnation proceeding shall be divided as follows: 

A. Provided LESSOR'S interest in the land is 
condemned, LESSOR first shall be entitled to 
an amount equal to the value, on the date of 
taking, of the land taken, such value and 
damages to be determined as if the land were 
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vacant and unimproved and available for its 
current use, but as encumbered by this Lease. 
LESSOR and LESSEE shall agree upon such value 
notwithstanding any separate allocation of 
such value in the condemnation award, and if 
they cannot agree it shall be resolved by the 
method of appraisal provided in Section 17.06 
below. 

B. LESSEE shall be entitled to the remainder of 
the award after the payment has been made to 
LESSOR as provided above, and LESSEE'S 
entitlement thereto shall be subject to the 
rights of the holder of any mortgage or deed 
of trust on LESSEE'S leasehold interest 
hereunder. 

Section 17.05. Repair After Condemnation. Should 
either a partial taking occur that does not result in 
termination as provided by Section 17.02 or a temporary 
taking occur, LESSEE, at its expense, shall commence and 
proceed with reasonable diligence to repair or 
reconstruct the buildings and improvements to a complete 
architectural unit or units, including without 
limitation, temporary repairs, changes and installation 
required to accommodate space subtenants and all other 
work incidental to and in connection with all the 
foregoing. 

Section 17.06. Appraisal. In the event that 
LESSOR and LESSEE are unable to agree upon any value, 
price of any of the Facilities or other matter subject 
to appraisal pursuant to the terms of this Lease within 
thirty (30) days after the dispute or failure to agree 
arises, then such value or other matter shall be 
established by appraisers chosen and who shall act in 
the following manner: LESSEE and LESSOR shall each 
nominate one person deemed by them, respectively, to be 
fit, reputable and impartial, to appraise and determine 
the unresolved matter. The nomination must be in 
writing and must be given by each party to the other 
within fifteen (15) days after the aforesaid thirty (30) 
day period. If only one party shall so nominate an 
appraiser within such fifteen (15) day period, the other 
party may then nominate an appraiser by written notice 
to the other party given within ten (10) days after its 
receipt of the nomination of the other party. If only 
one party shall nominate an appraiser within the periods 
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referred to above, then that appraiser shall have the 
power to act alone, and his decision as to value or such 
other matters made in accordance with the provisions 
hereof shall be binding on both parties. The two 
persons so nominated and appointed as appraisers by the 
parties shall be requested to appraise the Facilities or 
other matter submitted to them within thirty (30) days 
after the second of them shall be nominated. If the 
lower of the two values so determined by them is within 
ten percent (10%) of the amount of the higher value, 
then the value of the Facility or other matter shall be 
determined to be the average of the two. If such lower 
value is more than ten percent (10%) less than the 
higher value, then such two appraisers appoint a fit, 
reputable and impartial person to be umpire between 
them, if they can agree upon such person. However, if 
they cannot agree on an umpire within ten (10) days 
after the expiration of the aforesaid thirty (30) day 
period for agreement between them (as determined in 
accordance with the terms hereof), then either party may 
apply to the Chief District Judge of the United States 
District Court for the Western District of Texas (or 
successor judge exercising similar functions) to appoint 
a fit, reputable and impartial person, who shall then be 
umpire, but if such Chief Judge (or successor) shall 
fail or refuse to act, then either party may apply to 
any court having jurisdiction for the appointment of 
such umpire. The appraisers and the umpire shall be 
members of the American Institute of Real Estate 
Appraisers. The following written decisions shall be 
conclusive and binding on the parties: the decision of 
one appraiser if either party shall fail to appoint its 
appraiser as hereinabove provided; the decision of the 
two appraisers prior to appointment of the umpire; the 
decision of a majority of the two appraisers and the 
umpire. The two appraisers and umpire shall serve their 
written decision upon the parties within sixty (60) days 
after the selection of such umpire, provided the two 
appraisers may extend that period once up to sixty (60) 
days by joint notice to the parties. Each party shall 
bear the expense of its own appraiser, but the fees and 
expenses of the umpire shall be shared equally. In no 
event shall the appraisers have the right or power to 
vary the terms of this Lease. 
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ARTICLE EIGHTEEN 

ASSIGNMENT AND SUBLETTING 

Section 18.01. Assignment by LESSEE. LESSEE is 
hereby authorized to sell or assign LESSEE'S leasehold 
estate in its entirety or for any portion of the 
unexpired lease term thereof at any time. Any purchaser 
or assignee of LESSEE'S leasehold estate shall have like 
power of sale, assignment and transfer on the same 
conditions and subject to the same restrictions as those 
imposed herein on LESSEE and shall be subject to all 
terms and conditions of the Lease; provided however, 
that, subject to the provisions of Section 18.04, no 
sale or assignment under this ARTICLE shall relieve 
LESSEE of any liability under this Lease unless the 
assignment is made subsequent to the completion of the 
Dormitory Phase I and the Recreation Center and 

A. The assignee is either the original long-term 
first leasehold mortgagee or the construction 
lender leasehold mortgagee and is approved by 
the LESSOR, which approval shall not be 
unreasonably withheld, or such assignee 1s a 
purchaser at a foreclosure sale, or is the 
assignee of any of the foregoing, or 

B. The assignee is an Affiliated Entity, or 

c. The assignee has 
which approval 
withheld. 

been approved by the LESSOR, 
may not be unreasonably 

The LESSOR'S decision as to approval will be based only 
upon the financial capabilities of the assignee and the 
managerial capabilities of the assignee or any person or 
entity with whom the assignee has contracted for the 
management of the Facilities. Any dispute of the 
parties as to the reasonableness of withholding approval 
of an assignee will, at the choice of either party, be 
submitted for expedited arbitration in San Antonio, 
Texas, in accordance with the procedure then obtaining 
of the American Arbitration Association. 

Section 18.02. Notice of Assignment. Except for 
any assignment to an Affiliated Entity, for which notice 
and consent as provided in this Section shall not be 
required, LESSEE shall give LESSOR sixty (60) days prior 
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written notice that it proposes to enter into an 
assignment of this Lease, which notice shall include the 
identity of and reasonable financial history and data 
concerning the proposed assignee. LESSOR shall give 
LESSEE notice of his consent or refusal of consent 
within sixty (60) days after receipt of notice from 
LESSEE. If, however, the LESSOR should fail to give 
LESSEE notice of consent or refusal of consent within 
sixty (60) days after receipt of notice from LESSEE, 
such failure shall constitute approval of the assignment 
of this Lease provided that LESSEE shall give LESSOR 
written notice of the effective date of such assignment. 

Section 18.03 Subletting. 

A. LESSEE is hereby authorized to sublet all or 
one or more portions of the Leased Premises 
for purposes consistent with the Lease and the 
Operating Agreements, including but not 
limited to, space in the Recreation Center 
which may be sublet to concessionaires, it 
being expressly understood and agreed that any 
such subletting shall have no effect on the 
obligations and covenants imposed hereunder 
upon LESSEE and shall not release LESSEE from 
any liability under this Lease. 

B. LESSEE is hereby expressly authorized to 
sublet to UTSA Phase I Dormitory Partnership 
(the ''Partnership'') a Texas general 
partnership having Clarence T. Bach as its 
managing general partner and an Affiliated 
Entity, that certain 4.623 acre portion (the 
Phase I Dormitory Tract") of the Leased 
Premises, more particularly described on 
Exhibit E attached hereto and incorporated 
herein for all purposes, for the purpose of 
developing, constructing and operating the 
Phase I Dormitory. 

C. LESSOR agrees to execute any instruments 
reasonably required by LESSEE evidencing 
LESSEE'S right to sublet under subsection A or 
B of this Section 18.03. 

Section 18.04. Nondisturbances. 
request of LESSEE, LESSOR will enter 
agreement (hereinafter called 
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agreement") with any sublessee of a portion of the 
Leased Premises. Such nondisturbance agreement shall 
provide in substance that so long as the sublessee 
complies with all of the terms of its sublease, LESSOR, 
in the exercise of any of its rights or remedies under 
this Lease, shall not deprive the sublessee of 
possession, or the right of possession, of the property 
covered by the sublease during the term thereof, or join 
the sublessor as a party in any action or proceeding to 
obtain possession of the property leased pursuant to the 
sublease for any reason other than a breach by the 
sublessee of the terms of the sublease which would 
entitle the sublessor to dispossess the sublessee 
thereunder, provided that (a) the sublessee meets 
reasonable requirements of financial responsibility; (b) 
its business is of a character consistent with those in 
the Leased Premises; (c) such sublease does not cover 
any period beyond the term of this Lease; (d) 
concurrently with the execution of the nondisturbance 
agreement, the sublessee, at the request of LESSOR, will 
agree in writing that in the event of any termination of 
this Lease prior to the expiration of its term, the 
sublessee will attorn to LESSOR and will become a lessee 
of LESSOR under its sublease; and (e) the sublease shall 
be subject in all respects to the terms and conditions 
of this Lease (except to the extent that LESSOR and the 
sublessee may provide to the contrary in the 
nondisturbance agreement). 
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ARTICLE NINETEEN 

COMPLIANCE CERTIFICATES 

Section 19.01. LESSEE Compliance. LESSEE agrees, 
so far as permissible under the laws of the State of 
Texas, at any time and from time to time upon not less 
than ten (10) days prior writ ten not ice by LESSOR, to 
execute, acknowledge and deliver to LESSOR or to such 
other party as LESSOR shall request, certifying (1) that 
this Lease is unmodified and in full force and effect 
(or if there have been modifications, that the same is 
in full force and effect as modified and stating the 
modifications), (2) whether or not there are then 
existing any offsets or defenses against the enforcement 
of any of the terms, covenants or conditions hereof upon 
the part of LESSEE to be performed (and if so specifying 
the same), and (3) the dates to which the rent and other 
charges have been paid, it being intended that any such 
statement delivered pursuant to this section may be 
relied upon by any prospective purchaser of the fee 
interest in the leased premises. 

Section 19.02. LESSOR Compliance. LESSOR agrees, 
at any time and from time to time, upon not less than 
ten (10) days prior written notice by LESSEE, to 
execute, acknowledge and deliver to LESSEE a statement 
in writing, addressed to LESSEE or to such other party 
as LESSEE shall request, certifying that this Lease is 
unmodified and in full force and effect (or if there 
have been modifications that the same is in full force 
and effect as modified and stating the modifications), 
and the dates to which the rent and other charges have 
been paid, and stating whether or not LESSEE is in 
default in performance of any covenant, agreement or 
condition contained in this Lease and, if so, specifying 
each such default and stating whether any notice of 
default has been given under this Lease regarding a 
default which has not been remedied, and if so, stating 
the nature of said default and the date of the giving of 
said notice, it being intended that any such statement 
delivered pursuant to this section may be relied upon by 
any prospective assignee, sublessee or leasehold 
mortgagee or prospective assignee, sublessee or 
leasehold mortgagee of this Lease or by any assignee or 
prospective assignee of any such leasehold mortgage or 
by any undertenant or prospective undertenant of the 
whole or any part of the leased premises. 
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ARTICLE TWENTY 

TAXES AND LICENSES 

Section 20.01. Payment of Taxes. LESSEE shall 
pay, and, upon request by LESSOR, shall provide evidence 
of payment to the appropriate collecting authorities, 
all federal, State and local taxes and fees, which are 
now or may hereafter be levied upon the premises, or 
upon LESSEE, or upon the business conducted on the 
premises, or upon any of LESSEE'S property used in 
connection therewith; and shall maintain in current 
status all Federal, State and local licenses and permits 
required for the operation of the business conducted by 
LESSEE. LESSEE may pay any of the above items in 
installments if payment may be so made without penalty 
other than the payment of interest. 

Section 20.02. Contested Tax Payments. LESSEE 
shall not be required to pay, discharge or remove any 
such taxes or assessments so long as LESSEE is 
contesting the amount or validity thereof by apprqpriate 
proceeding which shall operate to prevent or stay the 
collection of the amount so contested. LESSEE hereby 
agrees to indemnify and save LESSOR harmless from all 
liability for damages occasioned thereby and shall, in 
the event of a judgment of foreclosure on any lien 
arising in respect to such contested amounts, cause the 
same to be discharged and removed prior to the execution 
of such judgment. During such contest, LESSOR shall 
have no right to pay the amount contested. Upon the 
termination of such proceeding, LESSEE shall deliver to 
LESSOR proof of the amount due as finally determined and 
proof of payment thereof. LESSOR, at LESSEE'S expense, 
shall join in any such proceeding if any law shall so 
require. 

ARTICLE TWENTY-ONE 

NONDISCRIMINATION, EMPLOYMENT AND WAGES 

Any discrimination by LESSEE or its agents or 
employees on account of race, color, sex, age, religion, 
national origin or handicap, in employment practices or 
in the use of or admission to the leased premises, is 
prohibited. 
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ARTICLE TWENTY-TWO 

CONFLICT OF INTEREST 

LESSEE acknowledges that it is informed that Texas 
law prohibits contracts between LESSOR and its officers, 
and that the prohibition extends to contracts with any 
partnership, corporation or other organization in which 
any such officer has an interest. LESSEE certifies (and 
this Lease is made in reliance thereon} that neither he 
nor any person having an interest in this Lease by, 
through or under LESSEE is an officer of LESSOR. 

ARTICLE TWENTY-THREE 

NOTICES 

Notices or communications to LESSOR or LESSEE 
required or appropriate under this Lease shall be deemed 
sufficient if in writing, sent by (a} personal delivery, 
or (b) expedited delivery service with proof of 
delivery, or (c) registered or certified United States 
mail, postage prepaid, or (d) prepaid telegram or telex 
is confirmed by expedited delivery service or by mail in 
the manner previously described. Notices to LESSOR 
shall be addressed to or to 
such other address as may have been designated in 
writing by the LESSOR, from time to time. Notice to 
LESSEE shall be addressed to LESSEE at 
or to such other address or to the attention of such 
other person as hereafter shall be designated in writing 
by LESSEE. Any such notice or communication shall be 
deemed to have been given either at the time of personal 
delivery or, in the case of delivery service or mail, as 
of the date of first attempted delivery at the address 
and in the manner provided herein, or 1n the case of 
telegram or telex, upon receipt. 
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ARTICLE TWENTY-FOUR 

RELATIONSHIP OF PARTIES 

Nothing contained herein shall be deemed or 
construed by the parties hereto, or by any third party, 
as creating the relationship of principal and agent, 
partners, joint venturers, or any other similar such 
relationship, between the parties hereto. It is 
understood and agreed that no provision contained herein 
nor any acts of the parties hereto creates a 
relationship other than the relationship of lessor and 
lessee. 

ARTICLE TWENTY-FIVE 

QUIET ENJOYMENT 

LESSOR represents and warrants that it is the owner 
of the Leased Premises in fee simple, that the Leased 
Premises are free from encumbrances, that it has the 
right and power to make this Lease and that it will 
execute or procure any further assurances of title that 
may reasonably be required for the protection of LESSEE 
or to effectuate the Lease granted to LESSEE hereby. 
LESSOR covenants and agrees, subject to the provisions 
of this Lease, that LESSEE, upon paying the rent and all 
other charges in this Lease provided for and observing 
and performing the covenants, agreements and conditions 
of this Lease on its part to be observed and performed, 
shall lawfully and quietly hold, occupy and enjoy the 
Leased Premises during the term without hindrance or 
molestation of any kind whatsoever. 
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ARTICLE TWENTY-SIX 

MEMORANDUM OF LEASE 

Neither LESSOR nor LESSEE shall file this Lease for 
record in the Office of the County Clerk of Bexar 
County, Texas, or in any other public place without the 
written consent of the other. In lieu thereof, LESSOR 
and LESSEE agree to execute in recordable form a 
memorandum of this Lease stating the parties, the Leased 
Premises covered thereby, the term of this Lease, the 
renewal option of LESSEE, the rights of LESSEE under 
Article Twelve, the rights of LESSOR under 
Section 15.02, the warning described in Section 10.03, 
and such other matters on which LESSOR and LESSEE 
agree. Such memorandum shall be filed for record in the 
Office of the County Clerk of said County. At the 
request of either party, the other will execute a 
memorandum in recordable form acknowledging that any 
option to extend has been exercised. 

ARTICLE TWENTY-SEVEN 

FORCE MAJEURE 

Section 27.01. Discontinuance During Force 
Majeure. Whenever a period of time is herein 
prescribed for action to be taken by LESSEE, LESSEE 
shall not be liable or responsible for, and there shall 
be excluded from the computation for any such period of 
time, any delays due to war, civil commotion, strikes, 
riots, acts of God, shortages of labor or materials, 
war, laws, regulations or restrictions of the federal 
government, fire or other casualty or any other causes 
of any kind whatsoever which are beyond the reasonable 
control and without the fault or negligence of LESSEE 
(all of such matters herein called ''Force Majeure''). 
LESSOR shall not be obligated to recognize any delay 
caused by Force Majeure unless LESSEE shall, within 
thirty (30) days after LESSEE is aware of the existence 
of an event of Force Majeure, notify LESSOR thereof in 
writing, certified mail, return receipt requested. One 
(l) notice shall be sufficient per occurrence. The 
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foregoing notwithstanding, if any such delay is caused 
by LESSOR there shall be no time limit on the period of 
enforced delay and LESSEE shall not be requited to give 
notice to LESSOR hereunder. 

Section 27.02. Extension of Time. In addition to 
the provisions of Section 27.01 above, the time periods 
herein provided to LESSEE shall be extended by LESSOR 
after the discontinuance of any Force Majeure if LESSEE 
is pursuing the development and construction of the 
Facilities in good faith, provided that each such good 
faith extension shall not exceed six (6} months and 
provided that each request for such extension shall be 
made in writing. 

ARTICLE TWENTY-EIGHT 

APPROVALS 

Section 28.01. Whenever approvals are required of 
either party hereunder, if no objection is made to a 
written proposal or request for approval within the time 
period specified for response herein, such approval 
shall be deemed to have been given. If no time period 
is specified for a response to a proposal or request for 
approval, a reasonable time not to exceed twenty five 
(25) days from the date of such proposal or request 
shall apply unless the parties otherwise agree in 
writing. 

ARTICLE TWENTY-NINE 

TEXAS LAW TO APPLY 

This Lease shall be construed under and in 
accordance with the laws of the State of Texas, and all 
obligations of the parties created hereunder are 
performable in Bexar County, Texas. 
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ARTICLE THIRTY 

MISCELLANEOUS 

Section 30.01. LESSOR'S Rights Cumulative. All 
rights, options, and remedies of LESSOR contained in 
this Lease shall be construed and held to be cumulative 
and no one of them shall be exclusive of the other, and 
LESSOR shall have the right to pursue any one or all of 
such remedies or any other remedy or relief which may be 
provided by law or in equity whether or not stated in 
this Lease. 

Section 30.02. Nonwaiver by LESSOR. No waiver by 
LESSOR of a breach of any of the covenants, conditions, 
or restrictions of this Lease. The failure of LESSOR to 
insist in any one or more cases upon the strict 
performance of any of the covenants of the Lease, or to 
exercise any option herein contained, shall not be 
construed as a waiver of relinquishment for the future 
of such covenant or option. A receipt by LESSOR or 
acceptance of payment by LESSOR of rent with knowledge 
of the breach of any covenant hereof shall not be deemed 
a waiver of such breach, and no waiver, change, 
modification or discharge by LESSOR of any provision of 
this Lease shall be deemed to have been made or shall be 
effective unless expressed in writing and signed by the 
party to be charged. 

Section 30.03. Gender. Words of any gender used 
in this Lease shall be held and construed to include any 
other gender, and words in the singular or plural number 
shall be held to include the other number, unless the 
context otherwise requires. 

Section 30.04. Captions. The captions contained 
in this Lease are for convenience of reference only, and 
in no way limit or enlarge the terms and conditions of 
this Lease. 

Section 30.05. Counterparts. This 
be executed in multiple counterparts, 
shall be declared an original. 

agreement may 
each of which 

Section 30.06. Severability. If any clause or 
provision of this Lease is illegal, invalid or 
unenforceable under present or future laws effective 
during the term of this Lease, then and in that event, 
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it is the intention of the parties hereto that the 
remainder of this Lease shall not be affected thereby, 
and it is also the intention of the parties to this 
Lease that in lieu of each clause or provision of this 
Lease that is illegal, invalid or unenforceable, there 
be added as a part of this Lease a clause or provision 
as may be possible and be legal, valid and enforceable. 

Section 30.07. Entire Agreement. This Lease, 
together with the authorized resolution of LESSOR, 
contains the final and entire agreement between the 
parties hereto and contains all of the terms and 
conditions agreed upon, and no other agreements, oral or 
otherwise, regarding the subject matter of this Lease 
shall be deemed to exist or to bind the parties hereto; 
it being the intent of the parties that neither shall be 
bound by any term, condition, or representations not 
herein written. 

Section 30.08. Amendment. 
modification, or alteration of the 
shall be binding unless the same be 
or subsequent to the date hereof 
the parties hereto. 

No amendment, 
terms of this Lease 
in writing, dated on 

and duly executed by 

Section 30.09. Successors and Assignees. All of 
the covenants, agreements, terms and conditions to be 
observed and performed by the parties hereto shall be 
applicable to and binding upon their respective 
successors and assigns. 
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This 
this the 

in Texas Lease EXECUTED 
day of ------------' 1985. 

THE BOARD OF REGENTS OF THE 
THE UNIVERSITY OF TEXAS SYSTEM 

BY: 
Title: ________________________ __ 

'"LESSOR" 

Clarence T. Bach 

"LESSEE" 

Attachments: 

Exhibit 
Exhibit 
Exhibit 
Exhibit 
Exhibit 

939Q 

A - Description of Leased Premises 
B - Easements 
c 
D 
E 

- Lease Payments 
- Description of 
- Description of 

Dormitory Facilities Area 
Phase I Dormitory Tract 
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EXHIBIT A 

DESCRIPTION OF LEASED PREMISES 

FIELD NOTE DESCRIPTION 
6. 013-ACRE TRACT 

BEING a 6.013-acre tract of land located within the 
Anselmo Pru Headright League Survey No. 20, County Block 
4766, said tract being approximately 12-l/2 miles N37°W 
of the Courthouse in San Antonio, Bexar County, Texas. 
Said tract being further described by metes and bounds 
as follows: 

Commencing from the Northerly end of the cutback line at 
the intersection of the Easterly right-of-way of Babcock 
Road and the Southerly right-of-way of F.M. Road 1604, 
then proceeding along the South right-of-way of F.M. 
Road 1604 the following calls: 

N82°34'17"E, a distance of 275.00 feet; 
S83°23'33"E, a distance of 103.08 feet; 
N82°34'17"E, a distance of 400.00 feet; 
N7l 0 l5'14"E, a distance of 356.93 feet; 
N82°34'17"E, a distance of 690.89 feet to 

Engineer's station 86+59.11. Then departing from South 
right-of-way of F.M. Road 1604, S07°25'43"E, a distance 
of 538.50 feet to the POINT OF BEGINNING of this tract, 
said point also being the most Northerly point on the 
most Easterly line of this tract; 

THENCE 
point, 
tract; 

THENCE 
THENCE 
THENCE 
THENCE 
THENCE 
THENCE 
THENCE 
point, 
tract; 

THENCE 
point, 
tract; 

S30°45'23"E, a distance of 120.89 feet to a 
said point being the Southeast corner of this 

S59°l4'37"W, a distance of 298.00 feet to a point; 
N30°45'23"W, a distance of 7.00 feet to a point; 
S59°l4'37"W, a distance of 407.00 feet to a point; 
S30°45'23"E, a distance of 37.00 feet to a point; 
S59°l4'37"W, a distance of 123.00 feet to a point; 
N30°45'23"W, a distance of 20.00 feet to a point; 
S59°l4'37"W, a distance of 220.00 feet to a 
said point being the Southwest corner of this 

N30°45'23"W, a distance of 370.00 feet to a 
said point being the Northwest corner of this 
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THENCE N59"14'37"E, a distance 
point, said point being the most 
most Northerly line of this tract; 

of 640.84 feet to a 
Easterly point of the 

THENCE along the arc of a curve having a radius of 
230.64 feet, a central angle of 03"11'08", a length of 
12.82 feet and a chord which bears S84"54'34"E, a 
distance of 12.82 feet to a point; 

THENCE S86"30'0l"E, a distance of 111.02 feet to a point; 
THENCE S59"14'37"W, a distance of 504.99 feet to a point; 
THENCE S30"45'23"E, a distance of 132.00 feet to a point; 
THENCE N59"14'37"E, a distance of 512.00 feet to a point; 
THENCE N30"45'23"W, a distance of 60.00 feet to a point; 
THENCE N59"14'37"E, a distance of 40.68 feet to a point; 
THENCE N30"45'23"W, a distance of 39.53 feet to the P.C. 
of a curve; 

THENCE along the arc of said curve having a radius of 
208.28, a central angle of 15"57'55", a length of 58.04 
feet, and a chord which bears N85"31'01", a distance of 
57.85 feet to a point; 

THENCE N77"32'04"E, a distance 
of a curve to the right having 
a central angle of 26"27' 19", 
chord which bears S89"14'17"E, 
to a point; 

of 97.70 feet to the P.C. 
a radius of 212.49 feet, 
a length of 98. 11 and a 

a distance of 97.25 feet 

THENCE S76"00'37"E, a distance of 41.95 feet to the 
POINT OF BEGINNING containing 6.013 acres 
(261,929.93 sq. ft.). 
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EXHIBIT C 

LEASE PAYMENTS 

The Lease payments shall be $1,000 per year, 
payable in advance, commencing on the date of execution 
hereof and thereafter on each anniversary of such 
execution date during the term hereof. 

C-1 

968Q 



EXHIBIT D 

DESCRIPTION OF DORMITORY FACILITIES AREA 

FIELD NOTE DESCRIPTION 
18.949-ACRE TRACT 

BEING a 18.949-acre tract of land located within the 
Anselmo Pru Headright League Survey No. 20, County Block 
4766, said tract being approximately 12-1/2 miles N37"W 
of the Courthouse in San Antonio, Bexar County, Texas. 
Said tract being further described by metes and bounds 
as follows: 

Commencing from the Northerly end of the cutback line at 
the intersection of the Easterly right-of-way of Babcock 
Road and the Southerly right-of-way of F .M. Road 1604, 
then proceeding along the South right-of-way of F.M. 
Road 1604 the following calls: 

N82"34'17"E, a distance of 275.00 feet; 
S83"23'33"E, a distance of 103.08 feet; 
N82"34'17"E, a distance of 400.00 feet; 
N71"15'14"E, a distance of 356.93 feet; 
N82"34'17"E, a distance of 690.89 feet to 

Engineer's station 86+59 .11. Then departing from South 
right-of-way of F.M. Road 1604, S07"25'43"E, a distance 
of 538.50 feet to the POINT OF BEGINNING of this tract, 
said point also being the most Northerly point on the 
most Easterly line of this tract; 

THENCE 
point, 
tract; 

S30"45'23"E, a distance of 633.89 feet to a 
said point being the Southeast corner of this 

THENCE S59"14 • 37"W, a distance of 452.00 feet to the 
Southwest corner of this tract; 

THENCE 
THENCE 
THENCE 
THENCE 
THENCE 

N30"45'23"W, 
S83"49'09"W, 
N74"04'08"W, 
N30"45'23"E, 
S59"14'37"W, 

a 
a 
a 
a 
a 

distance of 
distance of 
distance of 
distance of 
distance of 

THENCE N30"45'23"W, a distance of 
THENCE S59"14'37"W, a distance 
point, said point being the most 
most Westerly line of this tract; 
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195.00 feet to a point; 
110.00 feet to a point; 
222.99 feet to a point; 
80.00 feet to a point; 
123.00 feet to a point; 
20.00 feet to a point; 
of 220.00 feet to a 
Southerly point on the 



THENCE N30°45' 23"W, a distance of 798.43 feet to the 
Northwest corner of this tract; 

THENCE N59°14'37"E, a distance of 328.63 feet to to the 
P.C. of a curve to the right; 

THENCE along the arc of a curve having a radius of 
274.87 feet, a central angle of 56°33'15", a length of 
271.32 feet and a chord which bears S8l 0 28'45"E, a 
distance of 260.43 feet to a point; 

THENCE S53°l2 '08"E, a distance of 114.47 feet to the 
P.C. of a curve to the left; 

THENCE along the arc of said curve having a radius of 
230.64 feet, a central angle of 33°17'53", a length of 
134.04, and a chord which bears S69°5l'04"E, a distance 
of 132.16 feet to a point; 

THENCE S86°30'0l"E, a distance of 168.71 feet to the 
P.C. of a curve to the left; 

THENCE along the arc of a curve having a radius of 
208.28 feet, a central angle of 15°57'55", a length of 
58.04 feet and a chord which bears N85°3l'Ol"E, a 
distance of 57.85 feet to a point; 

THENCE N77°32'304E, a distance of 97.70 feet to the P.C. 
of a curve to the right; 

THENCE along the arc of said curve having a radius of 
212.49, a central angle of 26°27'19", a length of 98.12 
feet, and a chord which bears S89°l4'17"E, a distance of 
97.25 feet to a point; 

THENCE S76°00'37"E, a distance of 41.95 feet to the 
POINT OF BEGINNING containing 18.949 acres 
(825,423.27 sq. ft.). 
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EXHIBIT E 

DESCRIPTION OF PHASE I DORMITORY TRACT 

FIELD NOTE DESCRIPTION 
4.623-ACRE TRACT 

BEING a 4.623-acre tract of land located within the 
Anselmo Pru Headright League Survey No. 20, County Block 
4766, said tract being approximately 12-l/2 miles N37°W 
of the Courthouse in San Antonio, Bexar County, Texas. 
Said tract being further described by metes and bounds 
as follows: 

COMMENCING from the Northerly end of the cutback line at 
the intersection of the Easterly right-of-way of Babcock 
Road and the Southerly right-of-way of F.M. Road 1604, 
then proceeding along the South right-of-way of F.M. 
Road 1604 the following calls: 

N82°34'17"E, a distance of 275.00 feet; 
S83°23'33"E, a distance of 103.08 feet; 
N82°34'17"E, a distance of 400.00 feet; 
N7l 0 l5'14"E, a distance of 356.93 feet; 
N82°34'17"E, a distance of 462.35 feet to Engineer's 

station 88+87.65. Then departing from South 
right-of-way of F.M. Road 1604, S07°25'43"E, a distance 
of 761.09 feet to the POINT OF BEGINNING of this tract, 
said point also being the Southeast corner of this tract; 

THENCE S59°l4'37"W, a distance of 407.00 feet to a point; 
THENCE S30°45'23"E, a distance of 37.00 feet to a point; 
THENCE S59°l4'37"W, a distance of 123.00 feet to a point; 
THENCE N30°45'23"W, a distance of 20.00 feet to a point; 
THENCE S59°14'37"W, a distance of 220.00 feet to a point 
being the Southwest corner of this tract; 

THENCE N30°45'23"W, a distance of 370.00 feet to a point 
being the Northwest corner of this tract; 

THENCE N59°l4'37"E, 
most Easterly point 
tract and also being 

a distance of 640.84 
of the most Northerly 
the P.C. of a curve to 

feet to the 
line of this 
the left; 

THENCE along the arc of said 
bearing S83°l8'53"E, having a 
central angle of 3°11' 08", a 
chord which bears S84°54'34"E, 
to a point; 
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curve, left of a tangent 
radius of 230.64 feet, a 
length of 12.82, and a 

a distance of 12.82 feet 



THENCE S86°30'01"E, a distance of 111.12 feet to a point; 

THENCE S59°14'37"W, a distance of 504.99 feet to a point; 

THENCE S30°45'23"E, a distance of 132.00 feet to a point; 

THENCE N59°14'37"E, a distance of 512.00 feet to a point; 

THENCE S30°45'23"E, a distance of 151.00 feet to the 
POINT OF BEGINNING, containing 4. 623 acres (201,370.63 
sq. ft. ) . 
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MANAGEMENT AGREEMENT 
UTSA PHASE I DORMITORY 

THIS MANAGEMENT AGREEMENT (this "Agreement") is 
entered into as of this day of 
19 , by and among The Board of Regents of The 
University of Texas System, acting by and for the 
University of Texas at San Antonio (the "University"), 
UTSA Phase I Dormitory Partnership (the "Owner"), and 
Sandalwood Management, Inc. (the "Manager")· under the 
terms and conditions hereinafter set forth. 

W I T N E S S E T H 

WHEREAS, the Owner intends to sublease a 4. 6 
acre parcel of real property located in San Antonio, 
Bexar County, Texas, more particularly described in 

·' Exhibit A attached hereto and made a part hereof (the 
"Leased Premises"), and to construct, maintain and 
operate thereon a four story dormitory to be known as 
UTSA Phase I Dormitory (the "Project"), as more 
particularly described in the Ground Lease attached as 
Exhibit B hereto and made a part hereof; 

WHEREAS, the Leased Premises .. i.s subject to that 
certain Ground Lease Agreement (the "Lease"), dated as 
of 1985, between the University as Lessor 
and Clarence T. Bach as Lessee, and is further subject 
to that certain Ground Sublease Agreement dated as of 

1985 between Clarence T. Bach as 
Sublessor and Owner as Sublessee; 

WHEREAS, the costs of acquisition, construction 
and equipping of the Proj~ct is to be financed with the 
proceeds of $7,300,000 City of San Antonio, Texas, 
Higher Education Authority, Inc. Educational Facilities 
Revenue Bonds (UTSA Phase I Dormitory Project) Series 
1985 (the "Bonds"); 

WHEREAS, the Owner and the University desire to 
engage the services of Manager related to the management 
and operation of the Project on behalf of Owner, upon 
the terms and conditions set forth herein, subsequent to 
its completion; and 

WHEREAS, the Manager represents and warrants to 
the Owner and the University that it is qualified to 
render the services required of it hereunder and desires 
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to perform such services for the Owner in consideration 
of the compensation to be paid solely by Owner set forth 
herein; 

NOW, THEREFORE, for and in consideration 
of the premises and of the mutual promises, obligations 
and agreements contained herein, University, Owner and 
Manager do hereby covenant, stipulate and agree as 
follows: 

ARTICLE 1 
PROPERTIES 

1.1 Description of Project. The Project, 
shall be subject to the terms, provisions and conditions 

- of this Agreement. No parcel of real property or 
improvements thereon shall be subject to the terms, 
provisions and conditions of this Agreement unless 
listed, described and identified in Schedule A attached 
hereto, which also sets forth the compensation payable 
(as provided in Section 13.1) to Manager with respect to 
the Project. 

1.2 Termination of Ground Lease. This 
Management Agreement shall terminate automatically and 
immediately as to the Project upon termination of the 
Ground Lease on the Leased Premises. Owner shall 
furnish written notice of any such proposed termination 
to Manager not less than thirty (30) days prior to such 
termination. 

ARTICLE 2 
TERM OF AGREEMENT 

2.1 Commencement Date. The term of this 
Management Agreement shall commence on the date upon 
which the Owner notifies Manager, that construction of 
the Project has been completed and the Project is ready 
for operation (the "Commencement Date"). The term of 
this Management Agreement shall end at midnight on the 
day before the fifth (5th) anniversary of the 
Commencement Date. 

2.2 Cancellation Privilege. Notwithstanding 
the foregoing, Owner shall have the right to cancel this 
Management Agreement without penalty and without 
liability to the Manager (except for any accrued and 
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unpaid Management Fee) as of midnight on the day before 
the second (2nd) and the fourth (4th) anniversary of the 
Commencement Date upon ninety (90) days prior written 
notice to the Manager and the Lessor. In the event of 
cancellation by Owner, the Manager agrees that it shall, 
upon the request of Owner, continue to manage the 
Project in accordance with the terms hereof on a month 
to month basis for a period not to exceed six (6) months 
until Owner has engaged a new manager for the Project. 

2.3 Renewals. The Manager and Owner 
represent, warrant and agree that if any new operating 
agreement for the Project is negotiated between them, 
its term (including any renewal options provided for in 
such agreement) shall not exceed five (5) years and the 
Owner shall have the right to cancel the agreement 
without penalty as of the end of each two year period of 
the term of such agreement. 

ARTICLE 3 
MANAGER'S RESPONSIBILITIES 

3.1 Management. Manager shall manage, 
operate and maintain the Project in an efficient and 
satisfactory manner. Manager shall act in a fiduciary 
capacity with respect to the proper protections of and 
accounting for Owner's assets subject to Manager's 
control and management under this Agreement. In this 
capacity, Manager shall deal at arm's length with all 
third parties. 

3. 2 Standard of Care and Use of the Project. 
In the performance of its duties and obligations under 
this Agreement, Manager shall diligently and in good 
faith seek to promote the best interests of the 
University and the Owner with respect to the management, 
operation, maintenance, and repair of the Project. In 
operating the Project, except during periods of 
restoration, renovation, refurbishing, casualty, 
condemnation and temporary destruction for renovation 
Manager will at all times provide good, prompt and 
efficient services adequate to meet all reasonable 
demands for such services at the Project. 

3.3 Trash Removal. Manager shall be 
responsible for the sanitary gathering, handling and 
disposal of all trash, litter, and refuse from the 
Project; provided, however, that this paragraph is not 
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intended to in 
and use trash 
conditions as 
University to 

any way limit Manager's right to obtain 
disposal services on the same terms and 
such services are made available by the 

similar users on the campus at the time. 

Manager shall provide and use suitable 
covered receptacles for all garbage, trash and other 
refuse. The facility for garbage storage shall be such 
as to hide from public view all garbage receptacles and 
to prevent permeation of odor, and shall be kept in a 
clean and sanitary condition. Manager shall not permit 
piling of boxes, cartons, barrels or other similar 
items, in an unsightly or unsafe manner, on or about the 
Project. This Section is not intended to prohibit 
normal construction activities conducted in accordance 
with applicable municipal laws during any period of 
construction, renovation or similar activity. 

Manager agrees not to use or allow the 
use of the Project or any part thereof, for any purpose 
in violation of any valid and applicable law, 
regulation, ordinance of the United States, the State of 
Texas, or the City of San Antonio or of any rule of the 
University. 

Any material change in the use or operation of 
the Project must be approved by University. Such 
approval shall not be unreasonably withheld. 

3.4 Employees; Independent Contractors. 
Subject to the provisions hereinafter, Manager shall 
have in its employ at all times a sufficient number of 
capable employees to ~nable it to properly and 
adequately manage, operate and maintain the Project, and 
Manager shall engage such independent contractors as are 
necessary to supplement and complement Manager's 
employees in order to properly and adequately manage, 
operate and maintain the Project. 

Manager may contract with 
and with the University for such services 
by them as are necessary and prudent 
manage, operate, and maintain the Project. 

third parties 
to be provided 
to adequately 

Manager shall be responsible to Owner for 
all such employees and independent contractors. All 
matters pertaining to the employment, supervision, 
compensation, promotion and discharge of Manager's 
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employees and others engaged by Manager for the 
operation and maintenance of the Project shall be the 
responsibility of Manager. Manager and all personnel of 
Manager who handle or who are responsible for handling 
of Owner's moneys sha 11, without expense to Owner, be 
bonded in favor of Owner by a fidelity bond acceptable· 
both to Manager and Owner, in an amount of not less than 
$ for each employee and with a company 
acceptable to Manager and Owner, a copy of which 
fidelity bond shall be furnished to Owner. 

All salaries, wages and other 
compensation of personnel employed by Manager hereunder, 
including payment of such fringe benefits as medical and 
health insurance, deferred compensation, social 
security, and workers • compensation insurance, shall be 
Manager's expenses, and Owner and University shall have 
no liabi 1 i ty therefor. Manager may negotiate with any 
union lawfully entitled to represent such employees and 
may execute in its own name, and not as agent for Owner, 
collective bargaining agreements or labor contracts 
resulting therefrom. Manager shall fully comply with 
all applicable laws and regulations relating to workers' 
compensation, social security, unemployment insurance, 
hours of labor, wages, working conditions, and other 
employment matters in connection with the Project. 
Manager shall not discriminate against any employee or 
applicant for employment because of race, color, 
religion, national origin, ancestry, age or sex. 
Manager represents that it is and will continue to be an 
equal opportunity employer, and will advertise (to the 
extent Manager elects to advertise) as such. 

This Agreement is not one of agency by 
Manager for University or Owner, but is a contract among 
Owner and University and a Manager which is engaged 
independently in the business of operating and managing 
properties on its own behalf, as an independent 
contractor. Manager understands and agrees that its 
relationship to Owner is that of independent contractor, 
and that Manager wi 11 not represent to anyone that its 
relationship to University and Owner is other than that 
of independent contractor. 

3.5 Schedule of Employees. Manager shall 
provide a schedule of employees by employment category 
(substantially in the format of Exhibit C attached 
hereto) to be employed in the direct management of the 
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Project, including, but not limited to the Director of 
Housing, Hall Director, and Resident Assistants, who are 
to be selected by the University with the approval of 
the Owner and compensated by the Manager. Such schedule 
shall include the number of employees and their title 
and. salary range, and shall also indicate which 
employees are bonded and are covered under Manager's 
comprehensive crime insurance policy. Exhibit C may be 
amended from time to time by mutual agreement of Owner, 
University and Manager. 

3. 6 Comp 1 i ance with Laws and Leg a 1 Require
ments. Manager shall be responsible for management, 
operation and maintenance of the Project in compliance 
with federal, state, county and municipal laws, 
ordinances, regulations and orders and with the Rules 
and Regulations of the Board of Regents of The 
University of Texas System relative to the leasing, 
management, operation, repair and maintenance of the 
Project, and with the rules, regulations or orders of 
the local board of fire underwriters or other similar 
body. 

Manager shall promptly remedy any 
violation of any such law, ordinance, rule, regulation 
or order that comes to its attention. Manager shall 
promptly, and in no event later than the close of the 
next business day following receipt, give notice to 
University and Owner by telephone, with confirmation in 
writing, of receipt by Manager of any information 
relating to violations of laws, ordinances, rules, 
regulations and orders. 

Expenses incurred in remedying violations 
shall be paid from the Operating Account (defined 
below), provided such expenses do not exceed One 
Thousand and No/100 Dollars ($1,000.00) in any one 
instance. When more than such amount is required or if 
the violation is one for which Owner might be subject to 
civil penalty or criminal liability, Manager shall 
notify Owner by the end of the next business day to the 
end that prompt arrangements may be made to remedy the 
violation. 

Manager shall apply for, obtain, and 
maintain in the name of Owner, all licenses and permits 
required of Owner or Manager in connection with the 
management and operation of the Project. 
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Manager shall execute and file punctually 
when due all forms, reports, and returns required by law 
relating to the employment of personnel and the 
operation of the Project. Notwithstanding anything to 
the contrary contained herein, Manager shall not be 
responsible for filing any tax returns for Owner. 

Manager shall not knowingly commit any 
act or default under the terms and conditions contained 
in any ground lease, mortgage, deed of trust or other 
security instruments affecting the Project, and shall 
promptly, and in no event later than the close of the 
next business day following receipt, notify Owner by 
telephone, with confirmation in writing, of any such 
default or notice of default that comes to the attention 
and knowledge of Manager. 

3. 7 Approved Budgets. Manager shall prepare 
and sub~it to Owner and to University a proposed 
Operating Budget and a proposed Capital Budget for the 
operation, repair, improvement and maintenance of the 
Project for the forthcoming academic year. The proposed 
budgets for the forthcoming academic year shall be 
delivered to Owner and University no later than the 
March 1 prior to the beginning of each academic year. 

The proposed budgets shall reflect the 
schedule of rents proposed for the forthcoming academic 
year and shall include income projections based upon 
anticipated occupancy levels and rentals. In addition, 
Manager shall provide supporting documentation, which 
shall be reasonably satisfactory to Owner and to 
University, for projections regarding expenditures for 
real property taxes, utility costs, repairs and 
maintenance, and anticipated capital expenditures, 
including, wherever reasonably practicable, a bid 
supporting the estimated budgeted costs for capital 
expenditures. 

Owner and University will consider the 
proposed budgets and then wi 11 consult with Manager in 
the ensuing period prior to the commencement of the 
forthcoming academic year in order to mutually agree on 
an operating budget (the "Approved Operating Budget") 
and on a capital budget (the "Approved Capital 
Budget"). The Approved Operating Budget and the 
Approved Capital Budget are sometimes collectively 
referred to herein as the "Approved Budgets". 
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Manager agrees to use diligence and to 
employ all reasonable efforts to ensure that the actual 
costs of maintaining and operating the Project shall not 
exceed the Approved Budget pertaining thereto either in 
total or 1n any one accounting category. All expenses 
shall be charged to the proper account as specified in 
the Approved Budgets, and no expense may be classified 
or reclassified for the purpose of avoiding an excess in 
the annual budgeted amount of an accounting category. 
Manager shall secure Owner's prior approval for any 
expenditure that will result in an excess of 5% or more 
in any one accounting category in the Approved Budgets, 
however, if said expenditure is less than Two Thousand 
Five Hundred and No/100 Dollars ($2,500.00), no such 
approval is necessary. Notwithstanding any provision 
contained herein to the contrary, for a period of one 
(1) year from and after the date hereof, in the event 
that the actual costs of maintaining and operating the 
Project shall exceed the Approved Budget pertaining 
thereto, then the amount of any such excess shall be 
offset and credited, on a cumulative aggregate basis, 
against the Management Fee to be paid by Owner to 
Manager in accordance with the compensation schedule set 
forth in Exhibit B attached hereto such that the amount 
of such Management Fee shall be automatically reduced by 
such excess. 

During each academic year, Manager agrees 
to inform University and Owner of any major increases or 
decreases in costs and expenses that were not foreseen 
during the budget preparation period, and thus were not 
reflected in either Approved Budget, and shall submit to 
University and Owner for approval a revised budget based 
upon said unforeseen incr~ase or reduction of costs and 
expenses. 

3.8 Collection of Rents and Other Income. 
University shall use diligent efforts to collect and 
remit to Manager (or to such other person as Manager may 
direct) all rents that may become due Owner at any time 
from any resident. Manager shall identify and collect 
any income due Owner from miscellaneous services 
provided to residents including, but not limited to, any 
resident storage and coin operated machines of all types 
(e.g. , vending machines, laundry machines and pay 
telephones). All monies so collected shall be deposited 
in the Operating Account. Manager cannot and may not 
terminate any residence hall contract which has been 
granted in consideration of payment of the fees and 
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rents as stipulated therein and upon the resident's 
acceptance for admission to The University of Texas at 
San Antonio ("UTSA"), lock out a resident, institute 
suit for use and occupancy, or proceedings for recovery 
of possession, without the prior written approval of 
Owner, or of an authorized representative of UTSA if 
such action involves a disciplinary proceeding against a 
resident. In connection with such suits or proceedings 
legal counsel designated by Owner shall be retained, and 
all such suits or proceedings shall be brought in the 
name of Owner and shall be handled in such manner as 
Owner directs. All legal expenses incurred in bringing 
such suits or proceedings shall be operating expenses. 

3.9 Repairs. Manager shall attend to the 
making and supervision of all ordinary and extraordinary 
repairs, decorations and alterations to the Project; 
however, no single expenditure that is not included in 
the Approved Operating Budget or the Approved Capital 
Budget made for such purposes shall exceed Two Thousand 
Five Hundred and No/100 Dollars ($2,500.00}, without 
prior approval of the Owner and the University. Actual 
expenses for materials and labor for such purposes will 
be paid for from the Operating Account_ 

In case of emergency, Manager may make 
expenditures for repairs which exceed the aforementioned 
amount without prior written approval if Manager deems 
such expenditure to be necessary to prevent damage or 
injury. Manager will inform Owner and University of any 
such emergency expenditures before the end of the next 
business day. 

3.10 Capital txpenditures. The Approved 
Capital Budget shall constitute an authorization for 
Manager to expend funds in accordance with such budget 
only for amounts equal to, or less than, Two Thousand 
Five Hundred and No/100 Dollars ($2,500.00). Any 
capital expenditure must be specifically authorized in 
writing by Owner if for: (i) items not included in the 
Approved Capital Budget; or, (ii) for amounts of more 
than Two Thousand Five Hundred and No/100 Dollars 
($2,500.00). 

With respect to the purchase and 
installation of major items of new or replacement 
equipment (including, without limitation, heating or 
air-conditioning equipment, furniture and furnishings, 
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carpets or other floor coverings), Manager shall 
recommend that Owner purchase such major items when 
Manager believes such purchase to be necessary or 
desirable. Owner may arrange to purchase and install 
the same itself or may authorize Manager to do so 
subject to such supervision and specification 
requirements and conditions as Owner may prescribe in 
any such approval. Unless Owner specifically waives 
such requirements, either by memorandum or as an 
amendment to this Agreement, or approved in the Capital 
Budget, all new or replacement equipment exceeding One 
Thousand and No/100 Dollars ($1,000.00) shall be awarded 
on the bas is of competitive bidding, solicited in the 
following manner: 

(a) A minimum of two written bids shall be 
obtained for each purchase in excess of One 
Thousand and No/100 Dollars ($1,000.00). A 
minimum of three (3) written bids will be 
obtained for each purchase in excess of Two 
Thousand Five Hundred and No/100 Dollars 
($2,500.00). 

(b) Each bid shall be so1icited in a form 
approved by Owner so that uniformity will exist 
in the bid quotes. 

(c) Manager shall provide Owner with all bid 
responses accompanied by Manager's 
recommendations as to the most acceptable bid. 
If Manager advises acceptance of other than the 
lowest bidder, Manager shall adequately 
support, in writing, its recommendations. 

(d) Owner shall approve or disapprove any and 
all bids and will communicate to Manager its 
approval or disapproval of bids within five (5) 
business days. If Owner does not communicate 
any response to Manager within five ( 5) 
business days, such bids shall be construed by 
Manager to be disapproved by Owner. 

Owner may pay for capital expenses from 
its own resources or may authorize payment by Manager 
out of the Operating Account. At the option of Owner, 
such contracts shall be entered in Manager's name, by 
Manager as agent for Owner, or submitted to Owner for 
Owner to enter such contracts in Owner's own name. 

-10-



3.11 Service Contracts. Manager shall not 
enter into any contract for cleaning, maintaining, 
repairing, servicing and the providing of security 
services and utilities to the Project or any of the 
constituent parts of the Project, without the prior 
consent of Owner and University unless provided for in 
the Approved Operating Budget. As a condition to 
obtaining such consent, Manager shall supply Owner and 
University with a copy of the proposed contract and 
shall· state to Owner and University the relationship, if 
any, between Manager (or the person or persons in 
control of Manager) and the party proposed to supply 
such goods or services, or both. Each such service 
contract shall: (a) be in the name of Manager, (b) be 
assignable, at Owner's option to Owner or Owner's 
nominee, (c) include a provision for cancellation 
thereof by Owner or Manager upon not less than 30 days• 
written notice, and (d) shall require that all 
contractors provide evidence of sufficient insurance. 
In the event of a termination of this Agreement, Owner 
shall be fully responsible for and shall thereupon 
assume all obligations of Manager under any approved 
contracts that were not terminated contemporaneously 
with the termination of this Agreement. If this 
Agreement is terminated pursuant to Article 14, Manager 
shall, at Owner • s option and with the consent of the 
University, assign to Owner or Owner's nominee all 
service agreements pertaining to the Project. 

Subject to the availability of funds in 
the Approved Operating Budget, Manager shall purchase 
all necessary equipment, tools, appliances, materials, 
and supplies required for the proper management, rental, 
maintenance, repair, and operating of the Project. 
Manager shall maintain, and provide to Owner upon 
request, an inventory of any such equipment, tools, 
appliances, materials, and supplies purchased by Manager 
for use at the Project. Manager shall be under a duty 
to secure for and credit to Owner any discounts, 
commissions, or rebates obtainable as a result of such 
purchases. 

3.12 Available Funds. Notwithstanding the 
provisions of this Agreement, including the provisions 
relative to the making of repairs or maintenance of the 
Project, Manager shall not incur any expenses in any 
semester or summer session in excess of the income from 
the Project during such semester or summer session 
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except to the extent funds are made available 
specifically for such purpose by Owner through the 
Operating Account or otherwise. In any case in which 
the Manager anticipates a shortf a 11 of funds, Manager 
shall inform Owner of the situation so that Owner may 
have the opportunity of determining what action should 
be taken under the circumstances, and Owner shall 
promptly advise Manager of the action to be taken. 

3. 13 Taxes, Mortgages. Manager shall, if 
requested by Owner to do so, obtain and verify 
statements for ad valorem taxes, improvement assessments 
and other like charges that are or may become liens 
against the Project, and Manager shall recommend payment 
or appeal of same. Manager shall forward such bills to 
Owner for payment by Owner in such time to permit Owner 
to avoid penalty for late payment or to permit Owner to 
take advantage of discounts. If such amounts are 
included in the Approved Operating Budget, Manager shall 
pay such· i terns. Manager sha 11 make payments on account 
of any ground lease, mortgage, deed of trust or other 
security instrument, if any, affecting the Project to 
the extent Owner directs that Manager make such 
payments, and accounts for such payments either in the 
Approved Budgets or otherwise. 

3.14 Advertising. The University shall 
prepare student mailings and promotional materials to be 
used to promote among its students and prospective 
students the availability of student housing in the 
Project. Such plans and materials shall be subject to 
prior approval by Owner and Manager, and in conformance 
with such approval. UTSA shall not use Owner's name in 
any advertising or promot1onal material without Owner's 
express prior approval in each instance. Advertising and 
promotional materials shall be prepared in full 
compliance with federal, state and municipal laws, 
ordinances, regulations and orders and with the rules 
and regulations of the University. 

3. 15 Claims. Manager sha 11 advise Owner and 
the University immediately by telephone, with 
confirmation in writing, of the service upon Manager of 
any summons, subpoenas, or other like legal document 
including any notices, letters, or other communications, 
setting out or claiming an actual or alleged potential 
liability of Owner or the Project. 
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3.16 Resident Complaints. Manager shall 
respond courteously and efficiently to service requests 
from residents. Routine service requests and complaints 
shall be received, entered in detail in a log book 
indicating the action taken with respect to each. 
Seri.ous complaints shall, after thorough investigation, 
be reported to Owner and University with appropriate 
recommendations. 

3.17 Inspection. Manager shall make regular 
inspections of the common areas of the Project, and, in 
addition, shall make such inspections of residents rooms 
as may be allowed by state and federal law and as may be 
necessary to perform its obligations under this 
Agreement and to confirm that the Project is being 
maintained as may be required or contemplated under 
residence hall contracts. Manager shall report its 
inspection findings in writing to Owner and University 
at the end of each semester or summer session, unless 
other reports may be required by Owner or University at 
other times because of disciplinary proceedings against 
any resident or because of other legal action or for 
other reasons. 

ARTICLE 4 
INSURANCE 

4.1 Insurance. Upon written request by Owner 
and University, and specific written instructions as to 
the type and amount, Manager shall obtain and keep in 
effect such insurance coverage with respect to the 
Project as Owner shall so request and specify. All 
insurance required to be obtained and maintained by 
Manager under this Agreement shall be of types issued by 
such insurance companies, in such amounts, in such form, 
and having such content, as may be instructed by Owner. 
Manager shall furnish to Owner and University and each 
additional insured or co-insured copies of all current 
insurance policies with certificates or other evidence 
of insurance satisfactory to Owner evidencing the 
existence of such insurance, and with evidence 
satisfactory to Owner of the proper renewal of any 
policy of insurance prior to the expiration of any 
policy of insurance. All policies of insurance shall 
contain a provision stating that each such policy cannot 
be. cancelled without at least thirty (30) days prior 
written notice to the insured, each additional insured, 
and each co-insured. Manager shall promptly investigate 
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and make a full written report as to all accidents of 
claims for damage relating to the ownership, operation, 
and maintenance of the Project, including any damage or 
destruction to the Project and the estimated cost of 
repair. All such reports shall be filed with Owner 
promptly, and in any event within one (1) day after the 
occurrence of any such accident, claim, damage or 
destruction. Manager shall cooperate with and make any 
and all reports required by any insurance company in 
connection therewith. 

Manager shall furnish whatever 
information is requested by Owner and University for the 
purpose of establishing the placement of insurance 
coverages, and shall aid and cooperate in every 
reasonable way with respect to such insurance and any 
loss tqereunder. 

4.2 Additional Insurance to be Maintained by 
Manager. Manager shall, at its expense, provide and 
maintain, so long as this Agreement is in force, 
workers' compensation insurance in full compliance with 
all applicable state and federal laws and regulations, 
covering all employees of Manager performing work in 
respect to the Project. Manager shall, at its expense, 
provide and maintain, so long as this Agreement is in 
force, a blanket employee dishonesty policy in the 
minimum amount of $ per employee employed 
in connection with the Project and per authorized 
signatory (except Owner) of any bank accounts kept 
pursuant to the provisions hereof. Such insurance shall 
have attached thereto an endorsement that Owner will be 
given at least thirty (30) days prior written notice of 
cancellation of or any' material change in policy. 
Additionally, Manager, at its expense, shall provide and 
maintain in force adequate insurance against physical 
damage and against liability for loss, damage or injury 
to property or persons that might arise out of the use, 
operation or maintenance of any and all personal 
property owned by Manager and used in connection with 
the Project, and Owner shall be identified and covered 
as an additional insured with respect to such 
insurance. Additionally, Manager at its expense, shall 
provide and maintain errors and omissions (or like) 
insurance coverage in an amount not less than 
$ with respect to any claim by Owner 
and persons br entities having interests in or rights in 
respect of the Project, and third parties against 
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Manager arising out of the provision of services with 
respect to the services to be performed under or 
pursuant to this Agreement. Such insurance may provide 
for a reasonable deductible amount, not to exceed 
$ The policies of such insurance shall 
be in form satisfactory to Owner and at all relevant 
times qualified to effect such insurance in the 
jurisdiction in which the Project is situated. Manager 
shall provide Owner with a signed copy of each policy 
and any renewal thereof or replacement therefor. Such 
policy shall be signed by the company issuing such 
insurance; provided that at the option of Manager such 
insurance may be provided by a certificate of insurance 
issued under a group or blanket policy providing for 
such insurance coverage in which event such certificate 
of insurance shall be signed by the company issuing such 
group or blanket policy. Such policy or certificate 
shall be endorsed with specific reference to the 
services to be provided by Manager in connection with 
the Project under this Agreement, and such policy shall 
not be cancelled except after at least thirty (30) days 
prior written notice to Owner and University. Owner 
will not reimburse Manager for Manager's cost of any of 
the foregoing insurance. 

4. 3 Subcontractor's Insurance. Manager sha 11 
require that any subcontractors brought onto the Project 
have insurance coverage, at the subcontractor's expense, 
in the following minimum amounts: 

{a) Worker's Compensation - Statutory Amount 

(b) Liability-. $100,000 (Minimum) 

i. $100,000 Bodily Injury 
$100,000 Project Damage, and 

ii. $300,000 Combined Single Limit 

Manager must obtain Owner's permission to 
waive any of the above requirements. Manager shall 
obtain and keep on file appropriate certificates of 
insurance that shows that all such subcontractors are so 
insured. 
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ARTICLE 5 
FINANCIAL REPORTING AND RECORDKEEPING 

5. 1 Books of Accounts. Manager, in the 
conduct of its responsibilities to Owner and University, 
shall maintain correct, true, complete and separate 
books and records reflecting the operation of the 
Project, the entries to which shall be supported by 
sufficient documentation to ascertain that said entries 
are properly and accurately recorded to the Project. 
Such books and records at all times shall be and remain 
the property of Owner and shall be maintained by Manager 
at Manager's address set forth herein, or at such other 
location as may be mutually agreed upon in writing. 
Upon the termination of this Agreement, Manager shall 
deliver all such records, books and accounts to Owner. 
Manager shall ensure such control over accounting and 
financial transactions as is required to protect Owner's 
assets from theft, error or fraudulent activity Gn the 
part of Manager's employees. Losses arising from such 
theft, error or fraudulent activity on the part of 
Manager's employees are to be borne by Manager and shall 
include, but not be limited to: 

(a) Theft of assets by Manager's employees, 

(b) Overpayment or duplicate payment of 
invoices arisin~ from either fraud or error, 

(c) Overpayment of labor costs arising from 
either fraud or error, 

(d) Unauthorizep 
at the Project 
employees, 

use 
by 

of facilities 
Manager or 

or space 
Manager's 

(e) Penalties, interest, or loss of vendor 
discounts due to delay in payment of invoices, 
bills or other like charges, excluding those 
that were beyond Manager's control, 

(f) Payments from purveyors to Manager's 
employees, or from Manager to any of its 
affiliates, arising from the purchase of goods 
or services for the Project, which have not 
been approved in advance in writing by Owner. 
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; 

5.2 
Owner shall 
classification 
Owner. 

Account Classification. 
mutually agree upon 
of accounting entrees 

Manager 
a system 

satisfactory 

and 
of 
to 

5. 3. Financial Reports. Manager shall furnish 
periodic reports of all transactions occurring from the 
lst day of the prior semester or summer session to the 
last day of the prior semester or: summer session. These 
reports are to be delivered to Owner no later than 15 
days after the end of the above described accounting 
period and must include, at a minimum, the following 
information: 

(a) An income schedule showing, for each 
resident, semester or summer session rental 
received, and details of all other payments or 
charges received. 

(b) A schedule of expenses (including the 
Management Fee described herein) incurred 
during the semester or summer session and any 
outstanding payable as of the end of the 
semester or summer session. 

(c) A comparison of income and expenses for 
the preceding semester or summer session to the 
income and expenses set out for such period in 
the Approved Budgets. 

(d) A reconciliation of cash accompanied by 
bank statements and cancelled checks. 

(e) An itemized list of all receivables 
representing amounts collectible under the 
installment payment plan provided for by 
residence hall contracts. 

(f) A current rent roll. 

(g) An itemized list of past due monies. 

(h) A copy of the cash receipts journal, cash 
disbursements journal, and general journal. 

( i) Any 
items such 
Assistants. 

other detail of 
as free rents 
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Without in any manner limiting the 
generality of the foregoing, the reports shall include 
the items listed on Exhibit C attached hereto, and also 
shall include a comparison of year-to-date actual income 
and expense with the Approved Budgets for the Project. 

As of the last day of the reporting 
semester or summer session, Manager shall remit to Owner 
all unexpended funds in the Project's Operating Account 
except for a reserve for contingencies which shall 
remain in the Project's Operating Account in the amount 
of Two Thousand Five Hundred and No/100 Dollars 
($2,500.00), plus an amount for expenses that have been 
incurred but not paid. The remittance shall be net of 
the Management Fee. · After two semesters of actual 
operating experience, Owner, at its sole option, may 
elect to change the amount of such contingency reserve. 

Manager, sha 11, on or before June l of 
each academic year during the term hereof, at Manager's 
expense, furnish to Owner an unaudited statement of 
income and disbursements reflecting the operation of the 
Project for the prior academic year, which statement 
shall be in form acceptable to Owner:. If requested by 
Owner, such statement of income and disbursements shall 
be certified by a firm of independent certified public 
accountants selected by Owner; provided, however, that 
the cost of having such statement of income and 
disbursements certified by such a firm of accountants 
shall be borne by Owner. 

5.4 Supporting Documentation. As additional 
support to the semester or summer session and annual 
financial statements, Manager shall provide to Owner on 
request copies of the following: 

(a) Bank statements, bank deposit slips and 
bank reconciliations, 

(b) Detailed cash receipts and disbursement 
records, 

(c) Detailed trial balances, 

(d) Paid invoices, 

(e) Summaries of adjusting journal entries, 
and 
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(f) Supporting documentation for 
payroll taxes and employee benefits. 

payroll, 

5.5 Accounting Principles. All semester or 
summer session and annual financial statements and 
reports required by Owner shall be prepared on the 
accrual basis in accordance with generally accepted 
accounting principles, consistently applied, unless 
otherwise directed or approved by Owner. 

ARTICLE 6 
INSPECTION AND AUDIT 

6.1 Right of Inspection and Audit. Owner and 
University, their accountants, attorneys, and agents, or 
any other designee, shall have the right to enter upon 
any part of the Project at any time during the term of 
this Agreement for the purpose of examining or 
inspecting the Project, examining or making extracts of 
or auditing the books and records of the Project, or for 
any other purpose. Owner reserves the right for Owner's 
accountants, attorneys, agents, employees or others 
appointed by Owner, to inspect, copy and audit, and 
conduct examinations, without notification, during 
reasonable. business hours, of the books, records and 
accounts of the Project maintained for Owner by Manager 
no matter where such books and records are . located. 
Owner also reserves the right to perform any and all 
additional audit tests relating to Manager's activities, 
either at the Project, or at any office of the Manager; 
provided that such audit tests are related to those 
activities performed by Manager for owner. 

6. 2 Corrections". Should Owner's employees or 
agents discover either weaknesses or discrepancies in 
internal control or errors in recordkeeping, Manager 
sha 11 correct such weaknesses and discrepancies either 
upon discovery or within a reasonable period of time. 
Manager shall inform Owner in writing, of the action 
taken to correct such audit or control weaknesses and 
discrepancies. 

6. 3 Expenses. Such inspect ions or audits 
shall be at Owner"s expense, unless such inspections or 
audits disclose a discrepancy caused by a single line 
i tern entry in excess of $1,000 that has resulted in 
error by five percent ( 5%) or more, in which case the 
cost of such inspections or audits as well as the 
reimbursement of such error, shall be paid by Manager. 
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ARTICLE 7 
BANK ACCOUNTS 

7.1 Operating Account. Manager shall 
deposit, on a daily basis, all rents and other funds 
collected from the operation of the Project, including 
any and all advance payments and residence hall 
deposits, in a bank approved by Owner in a special 
account or accounts (the "Operating Account(s)") for the 
Project. The Operating Account shall be separate from 
Manager's corporate account and any other bank accounts 
maintained by Manager. All funds in the Operating 
Account shall be and shall remain the property of Owner 
and shall be received, held, and disbursed by Manager as 
a trust fund in payment of obligations of Owner incurred 
in connection with the management, operation, 
maintenance and repair of the Project, or remitted to 
Owner as provided herein. In no event shall the funds 
of anyone but Owner be deposited by Manager in the 
Operating Account, and Manager shall not commingle 
Owner's funds with the funds of any other person in any 
manner whatsoever. The bank shall be informed in 
writing that the funds are held in trust for Owner. Out 
of the Operating Account, Manager: sha 11 pay the 
operating expenses of the Project provided for herein 
and any other payments relative to the Project as 
required by the terms of this Agreement. 

At any time that the Operating Account 
contains inadequate funds to meet current expenses and 
reasonable reserves, including all times prior to the 
commencement of rental income from the Project, Owner 
shall provide the needed funds for the Operating Account. 

7.2 Room Deposits. Manager shall maintain 
detailed records of all room deposits and any other 
refundable fees or deposits collected from residents of 
the Project, and such records will be open for 
inspection by Owner's employees or agents. All 
refundable fees or deposits collected from residents of 
the Project shall be deposited by Manager and held in a 
bank account (the "Room Deposit Account"), separate from 
Manager's corporate account, the account maintained 
under Section 7.1 above, and any other bank accounts 
maintained by Manager. The Room Deposit Account shall 
be in the name of Owner with an account name and at a 
bank designated by Owner. Manager and Owner shall 
comply with all applicable laws with respect to such 
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fees and deposits and, unless so instructed by Owner, 
Manager shall not withdraw any sums from such Room 
Deposit Account except as required to comply with the 
provisions of residence hall contracts regarding the 
refunding of such deposits. 

7.3 Change 
Manager to change a 
arrangements. 

of Banks. Owner may 
depository bank or the 

direct the 
depository 

7. 4 Access to Account. Through the use of 
signature cards, authorized representatives of Owner, 
who initially shall be and , 
shall be permitted access to any and all funds in the 
bank accounts described in Section 7.1 and 7. 2. Owner 
agrees to promptly notify Manager of any withdrawals 
from such bank accounts. Manager's authority to draw 
against such accounts may be terminated at any time by 
Owner upon five (5) days notice to Manager or the Bank. 

ARTICLE 8 
PAYMENTS OF EXPENSES 

8.1 Costs Eligible for Payment from Operating 
Account. Manager shall pay all costs for items in the 
Approved Operating Budget in the first instance out of 
the Operating Account. In addition, other expenses 
provided in this Agreement to be paid out of the 
Operating Account shall be paid directly from the 
Operating Account, and the following expenses shall also 
be paid directly from the Operating Account, subject to 
the conditions outlined in Article 3: 

(a) Cost to correct any violation of federal, 
state, county and municipal laws, ordinances, 
regulations and orders, and Rules and 
Regulations of the Board of Regents of The 
University of Texas System relative to the 
leasing, use, repair and maintenance of the 
Project, or relative to the rules, regulations 
or orders of the local board of fire 
underwriters or other similar body, provided 
that such cost is not a result of Manager • s 
negligence. 

(b) Costs incurred by Manager in connection 
with all service agreements entered by Manager 
in accordance with authorizations in this 
Agreement or approved by Owner. 
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(c) Legal fees of attorneys provided such 
attorneys have been approved of by Owner in 
writing in advance of retention. 

(d) Cost of outside audit as may be requested 
by Owner in writing. 

If funds are not available in the 
Operating Account, Manager shall have no obligation to 
make any such payments. All payments may be made by 
Manager from the Operating Account in such order as 
Manager elects, and Manager shall pay all penalties or 
other charges for late payment of such items from the 
Operating Account. 

ARTICLE 9 
MANAGER'S COST NOT TO BE REIMBURSED 

9.1 Non-reimbursable Costs. Except to the 
extent that such costs and expenses (i) are in the 
Approved Operating Budget, (ii) are otherwise approved 
for payment by Owner, or (iii) are expressly 
reimbursable as provided for in Exhibit C attached 
hereto, all expenses or costs incurred by or on behalf 
of Manager in connection with the management and leasing 
of the Project shall be at the sole cost and expense of 
Manager and shall not be reimbursed by Owner, including, 
specifically, without limitation, the following: 

(a) Cost of gross salary and wages, payroll 
taxes, insurance, workers' compensation, and 
other benefits of Manager's employees. 

(b) 
that 
scope 

General account and reporting services 
are considered to be within the reasonable 
of the Manager's responsibility to Owner. 

(c) Cost of 
supplies and 
office at any 

forms, papers, 
equipment used 
location off the 

ledgers, and other 
in the Manager's 
Project. 

{d) Cost of electronic data processing 
equipment, or any pro rata charge thereon, 
whether located at the Project or at Manager's 
office off the Project. 

(e) 
any 

Cost 
pro 

of electronic 
rata charge 
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data processing, or 
thereof, for data 



processing 
companies. 

provided by computer services 

(f) Cost attributable to losses arising from 
gross negligence or fraud on the part of 
Manager or Manager's employees. "Gross 
negligence" shall be deemed to include any and 
all monetary loss caused by the ordinary 
negligence of Manager or Manager's employees. 

(g) Cost of all bonuses paid by Manager to 
Manager's employees unless such bonuses have 
prior written approval of Owner. 

(h) Cost of 
fidelity bonds, 
Manager for its 

comprehensive crime insurance, 
or other insurance purchased by 
own account. 

ARTICLE 10 
INSUFFICIENT GROSS INCOME 

10.1 Statement of Unpaid Items. After Manager 
has paid, to the extent of available funds in the 
Operating Account, all bills and charges that have been 
incurred with respect to the Project, Manager shall 
submit to Owner a statement of all remaining unpaid 
bills. Owner shall promptly provide sufficient monies 
to pay any unpaid expenses. 

ARTICLE ll 
SALE OF PROJECT 

ll.l Cooperation with Sales Broker. If Owner, 
with approval of the University, executes a listing 
agreement with a broker for sale of the Project, Manager 
shall cooperate with such broker to the end that the 
respective activities of Manager and broker may be 
carried on without interference with residents. Manager 
will permit the broker to exhibit the Project during 
reasonable business hours provided the broker has 
secured Manager's permission in advance. Manager agrees 
that failure on its part to extend cooperation to a 
broker desiring to show the Project shall constitute a 
default on its part under this Agreement, and is a 
ground for termination of this Agreement upon seven (7) 
days notice to Manager. 
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ARTICLE 12 
COOPERATION 

12.1 Cooperation. Should any claims, demands, 
suits or other legal proceedings be made or instituted 
by any person against Owner that arise out of any of the 
matters relating to this Agreement, Manager shall give 
Owner all pertinent information and reasonable 
assistance in the defense or other disposition thereof. 

ARTICLE 13 
COMPENSATION 

13.1 Compensation. Manager shall receive 
compensation (the "Management Fee") for its services in 
managing the Project pursuant to the terms and tenor of 
this Agreement in accordance with the compensation 
schedule set forth in Exhibit C attached hereto and made 
a part hereof for all purposes. 

ARTICLE 14 
TERMINATION 

14.1 Termination on 30-day Notice. In 
addition to the provisions of Section l. 1, either party 
may terminate this Agreement without cause by giving the 
other party and the University at least thirty (30) days 
notice in writing. 

14.2 Immediate Termination With Notice. In 
addition to the provisions of Sect ion 14. 1, Owner may 
immediately terminate this Agreement by the service of a 
written notice to that effect on Manager and the 
Lessor. In such case, "if Manager is entitled to a 
Management Fee pursuant to Article 13, Owner sha 11 pay 
Manager the Management Fee that would normally have 
accrued to Manager on a pro rata basis during the 
ensuing thirty (30) days immediately following the 
termination date. The foregoing provisions for payment 
in lieu of actual Management Fee shall apply only in the 
case of the immediate termination pursuant to this 
Section 14.2. 

14.3 Termination for Cause. This Agreement 
will terminate immediately without further action from 
Owner in the event Manager breaches any of its 
obligations to Owner under the terms of this Agreement. 
Notice of such termination shall be given to the 
University, but shall not affect the time of termination. 
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Notices. 
purposes 
persons 
Manager, 

14.4 Authority to Execute Termination 
Notice of termination or default for the 

of Section 14.1, 14.2 or 14.3 must be signed by 
authorized to so act on behalf of Owner or 
as the case may be. 

14.5 Termination Without Notice. Dissolution 
or termination of the corporate or partnership existence 
of the Manager by merger, consolidation or otherwise; or 
death of the Manager, if an individual, or death of any 
general partner of Manager, if a partnership or 
cessation on the Manager's part to continue to do 
business; or bankruptcy, insolvency, or assignment for 
the benefit of the creditors of the Manager shall effect 
an immediate termination of the Agreement without 
notice. Action having for its purpose a reorganization 
or reconstitution of the Manager shall likewise effect 
an immediate termination of this Agreement. Notice of 
such termination shall be given to the University, but 
shall not affect the time of termination. 

14.6 Final Accounting. Termination of this 
Agreement under any of the foregoing provisions shall 
not release Manager from liability for failure to 
perform any of the duties or obligations of Manager, as 
expressed herein and required to be performed prior to 
such termination. Upon termination of this Agreement 
for any reason, Manager shall deliver to Owner the 
following with respect to the Project: 

(a) A final accounting, reflecting the 
balance of income and expenses on the Project 
as of the date of termination to be delivered 
within ten ( 10) d"ays after such termination; 

(b) Any balance or monies of Owner or room 
,deposits, or both, held by Manager with respect 
to such Project, to be delivered immediately 
upon such termination; 

(c) Any monies due Owner under this Agreement 
but received after such termination; and 

(d) Checks, bank statements with cancelled 
checks, and other banking records; cash and all 
other property on hand, and all receipts and 
vouchers; all residence hall files, with 
original residence hall contracts and room 
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deposit information; all applicable contracts, 
agreements, and service contracts relating to 
the Project; all bills relating to the Project, 
both paid and unpaid; all financial records 
relating to the Project, including all books, 
journals, ledgers, and financial reports; all 
keys to the buildings and other component parts 
of the Project; all employee records relating 
to the Project; and all other books and records 
that pertain to the Project. 

Manager shall assign such existing contracts 
relating to the operating and maintenance of the Project 
as Owner shall require, and Manager shall furnish all 
such information and take all such action as Owner shall 
require in order to effectuate an orderly and systematic 
ending of Manager·s duties and activities hereunder. 

ARTICLE 15 
SUBSIDIARIES AND AFFILIATES 

15.1 List of Subsidiaries and Affiliates. On 
Exhibit F attached hereto, Manager has set forth all of 
its subsidiary corporations, if any, and all persons, 
corporations or other entities, if any, controlling 
Manager and all persons, corporations or other entities, 
if any, owned or controlled by such p.ersons, 
corporations or other persons, if any, which control 
Manager. During the continuance of this Agreement, 
Manager shall promptly notify Owner of any changes or 
additions to the information required to be set forth on 
Exhibit F. Any contract ~r lease of any kind whatsoever 
between Manager and any persons, corporation or other 
entity listed or to be listed on Exhibit F shall be 
subject to the prior written approval of Owner, and, at 
Owner"s sole discretion, such approval may be withheld. 

ARTICLE 16 
NOTICES 

16.1 Notices. Any notice, demand or request 
that may be permitted, requested or desired to be given 
in connection herewith shall be in writing and directed 
to Owner, Manager and the University by certified mail, 
return receipt requested, postage prepaid, at their 
respective addresses stated on the signature page of 
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this Agreement. In the event such notice or other 
communication is effected by personal delivery or by an 
overnight express delivery courier, the date and hour of 
actual delivery shall fix the time of notice. Absent a 
postal strike or other stoppage of the mails, in the 
event of delivery of notice by registered or certified 
United States Mail, the date and hour following 
forty-eight {48) hours after the date and hour at which 
the sealed envelope containing the notice is deposited 
in the United States mail, properly addressed and with 
postage prepaid, shall fix the time of notice. 

·ARTICLE 17 
MISCELLANEOUS 

17. 1 Consent and Approvals. Owner's consent 
or approval may be given only by representatives of 
Owner who will be designated in writing by Owner by 
notice pursuant to Section 17 .1. All such consents or 
approvals shall be in writing to the extent set forth 
herein as requiring written approval. 

17.2 Entire Agreement. This 
represents the entire agreement by and 
parties hereto, and supersedes any and 
agreements by and between the parties hereto 
the subject matter hereof, and it may not 
except by written agreement duly executed by 
hereto. 

Agreement 
between the 

all prior 
relating to 
be changed 

the parties 

17.3 Captions. The headings in this Agreement 
have been used for administrative convenience only, and 
shall not be used in interpreting or construing the 
meaning of any provision in this Agreement. 

17.4 Representations. Manager represents and 
warrants that Manager is fully qualified and licensed, 
to the extent required by law, to perform all 
obligations assumed by Manager hereunder. 

17.5 Hold Harmless. Manager agrees to 
indemnify and defend Owner and University and hold Owner 
and University harmless from any legal action, suit, 
debt, expense, claim, demand, judgment and settlement 
(including reasonable attorneys' fees and court costs) 
arising out of or in connection with any breach by 
Manager of any provision of this Agreement or the 
negligent or improper performance by Manager of its 
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duties hereunder or any action taken by Manager beyond 
the scope of Manager's authority as set forth in this 
Agreement, and from any damage to property or injury to, 
or death of persons occasioned by or in connection with 
the acts or omissions of Manager, including, without 
limitation, any condition of the Project, to the extent 
such condition should, in the diligent discharge of 
Manager's obligations of this Agreement, have been 
observed or detected and corrected by Manager, or 
Manager's agents, employees, or subcontractors, but not 
as to any such condition so observed and detected by 
Manager but not corrected by reason of Owner's or 
University's acts or omissions. Owner and University 
agree to indemnify and defend Manager and hold Manager 
harmless from any legal action, suit, debt, expense, 
claim, demand, judgment and settlement (including 
reasonable attorneys' fees and court costs) arising out 
of or in connection with any breach by Owner or 
University, as the case may be, of any provision of this 
Agreement binding on Owner or University and from any 
damage to property or injury to, or death of persons 
occasioned by or in connection with the acts or 
omissions of Owner or University with respect to the 
Project. 

17.6 Subordination. This Agreement and the 
rights of Manager hereunder are and shall be subordinate 
to the Ground Lease between University and Owner. 
Manager agrees that this Agreement and all of Manager's 
rights, duties, and liabilities hereunder will be 
terminated upon any event of termination of the Ground 
Lease as defined therein. 

17.7 Time of th'e Essence. Owner and Manager 
agree and acknowledge that time is of the essence with 
respect to this Agreement, and the respective time 
periods and deadlines set forth in this Agreement. The 
time periods provided for herein are basic parts of this 
Agreement, and are not subject to extension unless upon 
written agreement of the parties hereto. 

17.8 Authority. All parties to this Agreement 
warrant and represent that they have the power and 
authority to enter into this Agreement in the names, 
titles, and capacities herein stated and on behalf of 
any entities, persons, estates or firms represented or 
purported to be represented by such person. 
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17.9 Severability. If any provision of this 
Agreement sha 11, for any reason, be held by a court of 
competent jurisdiction violative of any applicable law, 
or is held by a court of competent jurisdiction to be 
unenforceable, then the invalidity of such specific 
provision herein shall not be held to invalidate any 
other provision herein which shall remain in full force 
and effect. 

17.10 No Assignment by Manager. Manager shall 
not have the right to assign its right, title, and 
interest under the terms of this Agreement to any third 
party whatsoever without first obtaining prior written 
consent of Owner and University. 

17.11 Parties Bound. Except as 
Section 17.10 of this Agreement, the 
provisions of this Agreement shall inure to, 
and be for the benefit of the heirs, 
assigns, and legal representatives of the 
parties hereto. 

limited by 
terms and 
extend to 

successors, 
respective 

17.12 Counterparts. This Agreement may be 
executed in one or more counterparts, each of which 
shall be deemed to be an original for all purposes. 

17.13 Governing Law. 
construed and interpreted under 
which the Project is located. 

This Agreement shall 
the laws of the state 

be 
in 

17.14 Construction of Agreement. The terms and 
provisions of this Agreement represent the results of 
negotiations between Owner, University and Manager, each 
of which has been represented by counsel of its own 
selection, and neither of which has acted under duress 
or compulsion, whether legal, economic or otherwise. 
Consequently, the terms and provisions of this Agreement 
shall be interpreted and construed in accordance with 
their usual and customary meanings, and Owner and 
Manager hereby expressly waive and disclaim in 
connection with the interpretation and construction of 
this Agreement, any rule of law or procedure requiring 
otherwise, including without limitation, any rule of law 
to the effect that ambiguous or conflicting terms or 
provisions contained in this Agreement shall be 
interpreted or construed against the party whose 
attorney prepared the Agreement or any earlier draft of 
this Agreement. 
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17.15 Waiver. The waiver by any party hereto 
of the breach of any term, covenant, agreement, or 
condition herein contained shall not be deemed a waiver 
of any subsequent breach of the same or any other term, 
covenant, agreement, or condition herein, nor shall any 
custom, practice, or course of dealings arising among 
the parties hereto in the administration hereof be 
construed as a waiver or diminution of the right of any 
party hereto to insist upon the strict performance by 
any other party of the terms, covenants, agreements, and 
conditions herein contained. 

17.16 No Joint Venture or Partnership. Owner 
and Manager hereby agree that nothing contained herein 
or in any document executed in connection herewith shall 
be construed as making Manager and Owner joint venturers 
or partners. 

executed 
written. 

Date: 

IN WITNESS WHEREOF, the 
this Agreement the date 

OWNER: 

parties 
and year 

hereto 
first 

UTSA Phase I Dormitory 
Partnership 

have 
above 

By: Nam_e_: __________________________ __ 

Managing General Partner 

Address for Notice: 
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With copy to: 

Mary Q. Kelly, Esquire 
Fulbright & Jaworski 
2200 InterFirst Plaza 
300 Convent Street 
San Antonio, Texas 78205 
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Date: 

Address for Notice: 

With copy to: 

James Crowson, General Counsel 
Office of the General Counsel 
The University of Texas System 
201 W. Seventh Street 
Austin, Texas 78701 

Date: 

Address for Notice: 

UNIVERSITY: 

The Board of Regents of The 
University of Texas System 

By: 
Nam~e~:--------------------------------

Title: __________________________ ___ 

MANAGER: 

Sandalwood Management, Inc. 

By: 
Nam=e~:--------------------------------

Title: __________________________ _ 
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With copy to: 

Mary Q. Kelly, Esquire 
Fulbright & Jaworski 
2200 InterFirst Plaza 
300 .Convent Street 
San Antonio, Texas 78205 

537Z 
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EXHIBIT A 

DESCRIPTION OF LEASED PREMISES 

FIELD NOTE DESCRIPTION 
4.623-ACRE TRACT 

BEING a 4.623-acre tract of land located within the 
Anselmo Pru Headright League Survey No. 20, County Block 
4766, said tract being approximately 12-l/2 miles N37°W 
of the Courthouse in San Antonio, Bexar County, Texas. 
Said tract being further described by metes and bounds 
as follows: 

COMMENCING from the Northerly end of the cutback line at 
the intersection of the Easterly right-of-way of Babcock 
Road and the Southerly right-of-way of F.M. Road 1604, 
then proceeding along the South right-of-way of F.M. 
Road 1604 the following calls: 

N82°34'17"E, a distance of 275.00 feet; 
S83°23'33"E, a distance of 103.08 feet; 
N82°34"17"E, a distance of 400.00 feet; 
N7l 0 l5'14"E, a distance of 356.93 feet; 
N82°34'17"E, a distance of 462.35 feet to 

Engineer's station 88+87.65. Then departing from South 
right-of-way of F.M. Road 1604, S07°25'43"E, a distance 
of 761.09 feet to the POINT OF BEGINNING of this tract, 
said point also being the Southeast corner of this tract; 

THENCE S59°14"37"W, 
THENCE S30°45'23"E, 
THENCE S59°14'37"W, 
THENCE N30°45'23"W, 
THENCE S59°l4 '37""W, 
being the Southwest 

THENCE N30°45'23"W, 
being the Northwest 

THENCE N59° 14 '37"E, 
most Easterly point 
tract and also being 

a distance of 407.00 feet' to a point; 
a distance of 37.00 feet to a point; 
a distance of 123.00 feet to a point; 
a distance of 20.00 feet to a point; 
a distance of 220.00 feet to a point 
corner of this tract; 

a distance of 370.00 feet to a point 
corner of this tract; 

a distance of 640.84 
of the most Northerly 
the P.C. of a curve to 

feet to the 
line of this 
the left; 

THENCE a long the arc of said curve, left of a 
bearing S83°l8'53"E, having a radius of 230.64 

tangent 
feet, a 
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central angle of 
chord which bears 
to a point; 

3°11'08", a 
S84°54'34"E, 

length of 12. 82, and a 
a distance of 12.82 feet 

THENCE S86°30'01"E, a distance of 111.12 feet to a point; 

THENCE S59°14'37"W, a distance of 504.99 feet to a point; 

THENCE S30°45'23"E, a distance of 132.00 feet to a point; 

THENCE N59°l4'37"E, a distance of 512.00 feet to a point; 

THENCE S30°45'23"E, a distance of 151.00 feet to the 
POINT OF BEGINNING, containing 4.623 acres (201,370.63 
sq. ft. ) . 
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EXHIBIT B 

DESCRIPTION OF PROJECT 

The project is UTSA Phase I Dormitory, a 
4-story dormitory having approximately 260 double rooms, 
and a total area of approximately 122,000 square feet, 
to be occupied by students of The University of Texas at 
San Antonio, San Antonio, Texas ("UTSA"). The project 
is to be located on a 4.623-acre tract of land owned by 
The University of Texas System in the Western portion of 
the campus of UTSA, which campus is at the southeastern 
corner of the intersection of FM 1604 and Babcock Road. 
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EXHIBIT C 

COMPENSATION SCHEDULE 

The sole compensation (the "Management Fee") 
which Manager shall be entitled to receive for all 
services performed under this Agreement shall be a fee 
equal to Dollars ($ ) for the 
twelve month period beginning on the Commencement 
Date, Dollars ($ ) for the next 
(second) twelve month period, Dollars 
($ ) for the next (third) twelve month period, 
and Dollars ($ ) for each of the next 
two (fourth and fifth) twelve month periods. Unless 
otherwise expressly provided below, said fee shall 
include the reimbursement to Manager for the salary and 
fringe benefits of all persons employed by Manager to 
carry out its duties hereunder. 

The Management Fee for the period from the 
commencement of this Agreement, and, in the event the 
term hereof expires or is terminated on any date other 
than the end of a semester or summer session, for such a 
period of less than a full semester or summer session, 
shall be prorated on a daily basis. Except as provided 
in this Exhibit, no commission, fee, or other 
compensation shall be due and payable to Manager by 
Owner for any of Manager's services hereunder. 

5372 
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EXHIBIT D 

SCHEDULE OF EMPLOYEES 

Project Name: UTSA Phase I Dormitory 

Street Address: The University of Texas at San Antonio 

City and State: San Antonio, Texas 

EMPLOYEE TITLE 

ON SITE: 

OFF SITE: 

EXECUTED BY: 

Manager: 
By: 
Date: 

NO. WITH 
TITLE 

FIDELITY 
WAGE OR SALARY BOND 

RANGE (YES OR NO) 
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EXHIBIT E 

(UTSA PHASE I DORMITORY - PROJECT) 

STATEMENT OF OPERATIONS 

(Date) 
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EXHIBIT F 

SUBSIDIARIES & AFFILIATES OF MANAGER 

Project Name: 

Street Address: 

City and State: 

EXECUTED BY: 

Manager: 
By: 
Date: 

0537Z 
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MANAGEMENT AGREEMENT 
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OF THE 

UNIVERSITY OF TEXAS SYSTEM, 

CLARENCE T. BACH 

and 

SANDALWOOD MANAGEMENT, INC. 
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MANAGEMENT AGREEMENT 
UTSA RECREATION CENTER 

THIS MANAGEMENT AGREEMENT (this "Agreement") is 
entered into as of this day of 
19 , by and among The Board of Regents of The 
University of Texas System, acting by and for the 
University of Texas at San Antonio (the "University"), 
Clarence T. Bach (the "Owner"), and Sandalwood 
Management, Inc. (the "Manager") under the terms and 
conditions hereinafter set forth. 

W I T N E S S E T H 

WHEREAS, the Owner intends to lease a 6.013 
acre parcel of real property (the "Leased Premises") 
located in San Antonio, Bexar County, Texas, more 
particularly described in Exhibit A attached hereto and 
made a part hereof, which Leased Premises subject to the 
terms and provisions of that certain Ground Lease 
Agreement (the "Lease''), dated as of , 
1985, between the University as Lessor and the Owner as 
Lessee; 

WHEREAS, Owner intends to construct, maintain 
and operate on a 1. 390 acre tract within such Leased 
Premises (the "Project Site"), which tract is more 
particularly described in Exhibit B attached hereto and 
made a part hereof a Recreation Center to be known as 
UTSA Recreation Center (the "'Project"); 

WHEREAS, Owner 
acquisition, construction 
from his own funds; 

shall provide 
and equipping 

the costs of 
of the Project 

WHEREAS, the Owner and the University desire to 
engage the services of Manager for the management and 
operation of the Project on behalf of Owner, upon the 
terms and conditions set forth herein, subsequent to its 
completion; and 

WHEREAS, the Manager represents and warrants to 
the Owner and the University that it is qualified to 
render the services required of it hereunder and desires 
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to perform such services 
of the compensation to be 

for the Owner in consideration 
paid solely by Owner set forth 

herein; • 
NOW, THEREFORE, for and in consideration 

of the premises and of the mutual promises, obligations 
and agreements contained herein, University, Owner and 
Manager do hereby covenant, stipulate and agree as 
follows: 

ARTICLE 1 
PROPERTIES 

1.1 Description of Pro1ect. The Project, 
shall be subject to'the terms, prov1sions and conditions 
of this Agreement. No parcel of real prop~rty or 
improvements thereon shall be subject to the terms, 
provisions and conditions of this Agreement unless 
listed, described and identified in Schedule B attached 
hereto. 

1.2 Termination of Ground Lease. This 
Management Agreement shall terminate automatically and 
immediately as· to the Project upon termination of the 
Ground Lease on the Leased Premises. Owner shall 
furnish written notice of any such proposed termination 
to Manager not less than thirt~ (30) days prior to such 
termination. 

ARTICLE 2 
TERM OF AGREEMENT 

2. 1 Commencement Date. The term of this 
Management Agreement shall commence on the date upon 
which the Owner notifies Manager that construction of 
the Project has been completed and the Project is ready 
for operation (the "Commencement Date"). The term of 
this Management Agreement shall end at midnight on the 
day before the fifth (5th) anniversary of the 
Commencement Date. 

2.2 Cancellation Privilege. Notwithstanding 
the foregoing, Owner shall have the right to cancel this 
Management Agreement without penalty and without 
liability to the Manager (except for any accrued and 
unpaid Management Fee) as of midnight on the day before 
the second (2nd) and the fourth (4th) anniversary of the 
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Commencement Date upon ninety (90) days prior written 
notice to the Manager and the Lessor. In the event of 
cancellation by Owner, the Manager agrees that it shall, 
upon the request of Owner, continue to manage the 
Project in accordance with the terms hereof on a month 
to month basis for a period not to exceed six (6) months 
until Owner has engaged a new manager for the Project. 

2. 3 Renewals. The Manager and Owner 
represent, warrant and agree that if any new operating 
agreement for the Project is negotiated between them, 
its term (including any renewal options provided for in 
such agreement) shall not exceed five (5) years and the 
Owner shall have the right to cancel the agreement 
without penalty as of the end of each two year period of 
the term of such agreement. 

ARTICLE 3 
MANAGER"S RESPONSIBILITIES 

3.1 Management. Manager shall manage, 
operate and maintain the Project in an efficient and 
satisfactory manner. Manager shall act in a fiduciary 
capacity with respect to the proper pr.otections of and 
accounting for Owner's assets subject to Manager's 
control and management under this Agreement. In this 
capacity, Manager sha 11 de a 1 at arm's length with a 11 
third parties. 

3. 2 Standard of Care and Use of the Project. 
In the performance of its duties and obligations under 
this Agreement, Manager shall diligently and in good 
faith seek to promote the best interests of the 
University and the Owner with respect to the management, 
operation, maintenance, and repair of the Project. In 
operating the Project, except during periods of 
restoration, renovation, refurbishing, casualty, 
condemnation and temporary destruction for renovation 
Manager will at all times provide good, prompt and 
efficient services adequate to meet all reasonable 
demands for such services at the Project. 

3.3 Related Facilities. Owner shall have the 
exclusive right to construct, and Manager shall have the 
exclusive right to maintain, operate and rent on the 
Leased Premises as part of the Project, related 
facilities in order to provide services incidental to a 
university Recreation Center including, but not 
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restricted to, sundries and newsstands, bars, 
restaurants and other services which are now or which 
may hereafter become incidental to the operation of a 
university Recreation Center, including the obtaining of 
concessionaire and other tenant leases, with the 
approval of Owner and University; provided that any use 
or service which is not directly a part of those uses or 
services normally provided by a university Recreation 
Center shall also be permitted, except that if any such 
use or service sha 11 not, in the reasonable judgment of 
University, be consistent with the standards of 
University, then University may require Owner to 
terminate such use or service. 

3.4 Sale of Food and Beverages. Manager 
shall have the right to prepare and sell or cause to be 
prepared and sold, food, beverages (including beer and 
wine) in the Project, provided that any alcoholic 
beverages shall be available only for consumption in the 
Project and not for consumption elsewhere. Manager 
shall obtain and maintain current all state or city 
licenses required by any of Manager • s operations under 
this Agreement. 

3.5 Trash Removal. Manager shall be 
responsible for the sanitary gathering, handling and 
disposal of all trash, litter, and refuse from the 
Project; provided, however, that this paragraph is not 
intended to in any way limit Manager's right to obtain 
and use trash disposa 1 services on the same terms and 
conditions as such services are made available by the 
University to similar users on the campus at the time. 

Manager shall provide and use suitable 
covered receptacles for all garbage, trash and other 
refuse. The facility for garbage storage shall be such 
as to hide from public view all garbage receptacles and 
to prevent permeation of odor, and shall be kept in a 
clean and sanitary condition. Manager shall not permit 
piling of boxes, cartons, barrels or other similar items 
in an unsightly or unsafe manner, on or about the 
Project. This Section is not intended to prohibit 
normal construction activities conducted in accordance 
with applicable municipal laws during any period of 
construction, renovation or similar activity. 

Manager agrees not to use or allow the use of 
the Project or any part thereof for any purpose in 
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violation of any valid and applicable law, regulation, 
ordinance of the United States, the State of Texas, or 
the City of San Antonio or of any rule of the 
University. 

Any material change in the use or operation of 
the Project must be approved by University. Such 
approval shall not be unreasonably withheld. 

3.6 Employees; Independent Contractors. 
Subject to the provisions hereinafter, Manager shall 
have in its employ at all times a sufficient number of 
capable employees to enable it to properly and 
adequately manage, operate and maintain the Project, and 
Manager shall engage such independent contractors as are 
necessary to supplement and complement Manager's 
employees in order to properly and adequately manage, 
operate and maintain the Project. 

Manager may contract with 
and with the University for such services 
by them as are necessary and prudent 
manage, operate, and maintain the Project. 

third parties 
to be provided 
to adequately 

Manager shall be responsible to Owner for 
all such employees and independent contractors. All 
matters pertaining to the employment, supervision, 
compensation, promotion and discharge of Manager· s 
employees and others engaged by Manager for the 
operation and maintenance of the Project shall be the 
responsibility of Manager. Manager and all personnel of 
Manager who handle or who are responsible for handling 
of Owner's moneys shall, without expense to Owner, be 
bonded in favor of Owner by a fidelity bond acceptable 
both to Manager and Owner, in an amount of not less than 
$ for each employee and with a company 
acceptable to Manager and Owner, a copy of which 
fidelity bond shall be furnished to Owner. 

All salaries, wages and other 
compensation of personnel employed by Manager hereunder, 
including payment of such fringe benefits as medical and 
health insurance, deferred compensation, social 
security, and workers' compensation insurance, shall be 
Manager's expenses, and Owner and University shall have 
no liability therefor. Manager may negotiate with any 
union lawfully entitled to represent such employees and 
may execute in its own name, and not as agent for Owner, 
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collective bargaining agreements or labor contracts 
resulting the ref rom. Manager shall fully comply with 
all applicable laws and regulations relating to workers' 
compensation, social security, unemployment insurance, 
hours of labor, wages, working conditions, and other 
employment matters in connection with the Project. 
Manager shall not discriminate against any employee or 
applicant for employment because of race, color, 
religion, national origin, ancestry, age or sex. 
Manager represents that it is and will continue to be an 
equal opportunity employer, and will advertise (to the 
extent Manager elects to advertise) as such. 

This Agreement is not one of agency by 
Manager for University or Owner, but is a contract among 
Owner and University and a Manager which is engaged 
independently in the business of operating and managing 
properties on its own behalf, as an independent 
contractor. Manager understands and agrees that its 
relationship to Owner is that of independent contractor, 
and that Manager will not represent to anyone that its 
relationship to University and Owner is other than that 
of independent contractor. 

3.7 Schedule of Employees. Manager shall 
provide a schedule of employees by employment category 
(substantially in the format of Exhibit E attached 
hereto) to be employed in the direct management of the 
Project. Such schedule shall include the number of 
employees and their title and salary range, and shall 
also indicate which employees are bonded and are covered 
under Manager's comprehensive crime insurance policy. 
Exhibit E may be amended from time to time by mutual 
agreement of Owner, Univer.sity and Manager. 

3.8 Compliance with Laws and Legal Require
ments. Manager shall be responsible for management, 
operation and maintenance of the Project in compliance 
with federal, state, county and municipal laws, 
ordinances, regulations and orders and with the Rules 
and Regulations of the Board of Regents of The 
University of Texas System relative to the leasing, 
management, operation, repair and maintenance of the 
Project, and with the rules, regulations or orders of 
the local board of fire underwriters or other similar 
body. 

violation of 
Manager 

any. such 
shall promptly remedy any 

law, ordinance, rule, regulation 
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or order that comes to its attention. Manager shall 
promptly, and in no event later than the close of the 
next business day following receipt, give notice to 
University and Owner by telephone, with confirmation in 
writing, of receipt by Manager of any information 
relating to violations of laws, ordinances, rules, 
regulations and.orders. 

Expenses incurred in remedying violations 
shall be paid from the Operating Account (defined 
below), provided such expenses do not exceed Two 
Thousand Five Hundred and No/100 Dollars ($2,500.00) in 
any one instance. When more than such amount is 
required or if the violation is one for which Owner 
might be subject to civil penalty or criminal liability, 
Manager shall notify Owner by the end of the next 
business day to the end that prompt arrangements may be 
made to remedy the violation. 

Manager shall apply for, obtain, and 
maintain in the name of Owner, all licenses and permits 
required of Owner or Manager in connection with the 
management and operation of the Project. 

Manager shall execute and file punctually 
when due all forms, reports, and returns required by law 
relating to the employment of personnel and the 
operation of the Project. Notwithstanding anything to 
the contrary contained herein, Manager shall not be 
responsible for filing any tax returns for Owner. 

Manager shall not knowingly commit any 
act or default under the.terms and conditions contained 
in any ground lease, mortgage, deed of trust or other 
security instruments affecting the Project, and shall 
promptly, and in no event later than the close of the 
next business day following receipt, notify Owner by 
telephone, with confirmation in writing, of any such 
default or notice of default that comes to the attention 
and knowledge of Manager. 

3. 9 Approved Budgets. Manager sha 11 prepare 
and submit to Owner and to University a proposed 
Operating Budget and a proposed Capital Budget for the 
operation, repair, improvement and maintenance of the 
Project for the forthcoming academic year. The proposed 
budgets for the forthcoming academic year shall be 
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delivered to Owner and University no later than the 
March 1 prior to the beginning of each academic year. 

The proposed budgets shall include, but 
not be 1 imi ted to, income project ions based upon 
anticipated Project fees, service fees, concessions 
income, and rentals. In addition, Manager shall provide 
supporting documentation, which shall be reasonably 
satisfactory to Owner and to University, for projections 
regarding expenditures for real property taxes, utility 
costs, repairs and maintenance, and anticipated capital 
expenditures, including, wherever reasonably 
practicable, a bid supporting the estimated budgeted 
costs for capital expenditures. 

Owner and University will consider the 
proposed budgets and then will consult with Manager in 
the ensuing period prior to the commencement of the 
forthcoming academic year in order to mutually agree on 
an operating budget (the "Approved Operating Budget") 
and on a capital budget (the "Approved Capital 
Budget") . The Approved Operating Budget and the 
Approved Capital Budget are sometimes collectively 
referred to herein as the "Approved Budgets". 

Manager agrees to use diligence and to 
employ all reasonable efforts to ensure that the actual 
costs of maintaining and operating the Project shall not 
exceed the Approved Budget pertaining thereto either in 
total or in any one accounting category. All expenses 
shall be charged to the proper account as specified in 
the Approved Budgets, and no expense may be classified 
or reclassified for the purpose of avoiding an excess in 
the annual budgeted amount of an accounting category. 
Manager shall secure Owner's prior approval for any 
expenditure that will result in an excess of 5% or more 
in any one accounting category in the Approved Budgets, 
however, if said expenditure is less than Two Thousand 
Five Hundred and No/100 Dollars ($2,500.00), no such 
approval is necessary. Notwithstanding any provision 
contained herein to the contrary, for a period of one 
( l) year from and after the date hereof, in the event 
that the actual costs of maintaining and operating the 
Project shall exceed the Approved Budget pertaining 
thereto, then the amount of any such excess sha 11 be 
offset and credited, on a cumulative aggregate basis, 
against the Management Fee to be paid by Owner to 
Manager in accordance with the compensation schedule set 
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forth in Exhibit D attached hereto such that the amount 
of such Management Fee shall be automatically reduced by 
such excess. 

During each academic year, Manager agrees 
to inform University and Owner of any major increases or 
decreases in costs and expenses that were not foreseen 
during the budget preparation period, and thus were not 
reflected in either Approved Budget, and shall submit to 
University and Owner for approval a revised budget based 
upon said unforeseen increase or reduction of costs and 
expenses. 

3.10 Collection of Project Fees and Other 
Income. University shall use diligent efforts to 
collect and remit to Manager all Project fees that may 
become due Owner at any time from any student, faculty 
member, or other Project participant. Manager shall 
identify and collect any income due Owner from 
miscellaneous services provided to Project participants 
including, but not limited to, any storage and coin 
operated machines of all types (e.g., vending machines 
and pay telephones). All monies so collected shall be 
deposited in the Operating Account. Manager cannot and 
may not terminate any leasehold contracts with 
concessionaires or other tenants, lock out a tenant, 
institute suit for use and occupancy, or proceedings for 
recovery of possession, without the prior written 
approval of Owner and University. In connection with 
such suits or proceedings legal counsel designated by 
Owner shall be retained, and all such suits or 
proceedings shall be brought in the name of Owner and 
shall be handled in such. manner as Owner directs. All 
legal expenses incurred in bringing such suits or 
proceedings shall be operating expenses. 

3.11 Repairs. Manager shall attend to the 
making and supervision of all ordinary and extraordinary 
repairs, decorations and alterations to the Project; 
however, no single expenditure that is not included in 
the Approved Operating Budget or the Approved Capital 
Budget made for such purposes shall exceed Two Thousand 
Five Hundred and No/100 Dollars ($2,500.00), without 
prior approval of the Owner and the University. Actual 
expenses for materials and labor for such purposes will 
be paid for from the Operating Account. 
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In case of emergency, Manager may make 
expenditures for repairs which exceed the aforementioned 
amount without prior written approval if Manager deems 
such expenditure to be necessary to prevent damage or 
injury. Manager will inform Owner and University of any 
such emergency expenditures before the end of the next 
business day. 

3.12 Capital Expenditures. The Approved 
Capital Budget shall constitute an authorization for 
Manager to expend funds in accordance with such budget 
only for amounts equal to, or less than, Two Thousand 
Five Hundred and No/100 Dollars ($2,500.00). Any 
capital expenditure must be specifically authorized in 
writing by Owner if for: (i) items not included in the 
Approved Capital Budget; or, (ii) for amounts of more 
than Two Thousand Five Hundred and No/100 Dollars 
($2,500.00). 

With respect to the purchase and 
installation of major items of new or replacement 
equipment (including, without limitation, heating or 
air-conditioning equipment, furniture and furnishings, 
carpets or other floor coverings), Manager shall 
recommend that Owner purchase such major items when 
Manager believes such purchase to be necessary or 
desirable. Owner may arrange to purchase and install 
the same itself or may authorize Manager to do so 
subject to such supervision and specification 
requirements and conditions as Owner may prescribe in 
any such approval. Unless Owner specifically waives 
such requirements, either by memorandum or as an 
amendment to this Agreement, or approves such in the 
Capital Budget, all new or replacement equipment 
exceeding One Thousand and No/100 Dollars ($1,000.00) 
shall be awarded on the basis of competitive bidding, 
solicited in the following manner: 

(a) A minimum of two written bids shall be 
obtained for each purchase in excess of One 
Thousand and No/100 Dollars ($1,000.00). A 
minimum of three (3) written bids will be 
obtained for each purchase in excess of Two 
Thousand Five Hundred and No/100 Dollars 
($2,500.00). 

(b) Each bid shall be solicited in a form 
approved by Owner so that uniformity will exist 
in the bid quotes. 
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(c) Manager shall provide Owner with all bid 
responses accompanied by Manager's 
recommendations as to the most acceptable bid. 
If Manager advises acceptance of other than the 
lowest bidder, Manager shall adequately 
support, in writing, its recommendations. 

(d) Owner shall approve or disapprove any and 
all bids and will communicate to Manager its 
approval or disapproval of bids within five (5) 
business days. If Owner does not communicate 
any response to Manager within five (5) 
business days, such bids shall be construed by 
Manager to be disapproved by Owner. 

Owner may pay for capital expenses from 
its own resources or may authorize payment by Manager 
out of the Operating Account. At the option of Owner, 
such contracts shall be entered in Manager's name, by 
Manager as agent for Owner, or submitted to Owner for 
Owner to enter such contracts in Owner's own name. 

3.13 Service Contracts. Manager shall not 
enter into any contract for cleaning, maintaining, 
repairing, servicing and the providing of security 
services and utilities to the Project or any of the 
constituent parts of the Project, without the prior 
consent of Owner and University unless provided for in 
the Approved Operating Budget. As a condition to 
obtaining such consent, Manager shall supply Owner and 
University with a copy of the proposed contract and 
shall state to Owner and University the relationship, if 
any, between Manager (or the person or persons in 
contra l of Manager) and the party proposed to supply 
such goods or services, or both. Each such service 
contract shall: (a) be in the name of Manager, (b) be 
assignable, at Owner's option to Owner or Owner's 
nominee, (c) include a provision for cancellation 
thereof by Owner or Manger upon not less than 30 days • 
written notice, and (d) shall require that all 
contractors provide evidence of sufficient insurance. 
In the event of a termination of this Agreement, Owner 
shall be fully responsible for and shall thereupon 
assume all obligations of Manager under any approved 
contracts that were not terminated contemporaneously 
with the termination of this Agreement. If this 
Agreement is terminated pursuant to Article 14, Manager 
shall, at Owner's option and with the consent of the 
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University, assign to Owner or Owner's nominee all 
service agreements pertaining to the Project. 

Subject to the availability of funds in 
the Approved Operating Budget, Manager shall purchase 
all necessary equipment, tools, appliances, materials, 
and supplies required for the proper management, rental, 
maintenance, repair, and operating of the Project. 
Manager shall maintain, and provide to Owner upon 
request, an inventory of any such equipment, tools, 
appliances, materials, and supplies purchased by Manager 
for use at the Project. Manager shall be under a duty 
to secure for and credit to Owner any discounts, 
commissions, or rebates obtainable as a result of such 
purchases. 

3.14 Available Funds. Notwithstanding the 
provisions of this Agreement, including the provisions 
relative to the making of repairs or maintenance of the 
Project, Project Manager shall not incur any expenses in 
any semester or summer session in excess of the inco~e 
from the Project during such semester or summer session 
except to the extent funds are made available 
specifically for such purpose by Owner through the 
Operating Account or otherwise. In any case in which 
the Manager anticipates a shortfall of funds, Manager 
shall inform Owner of the situation so that Owner may 
have the opportunity of determining what action should 
be taken under the circumstances, and Owner shall 
promptly advise Manager of the action to be taken. 

3.15 Taxes, Mortgages. Manager shall, if 
requested by Owner to do so, obtain and verify 
statements for ad valorem'taxes, improvement assessments 
and other like charges that are or may become liens 
against the Project, and Manager shall recommend payment 
or appeal of same. Manager shall forward such bills to 
Owner for payment by Owner in such time to permit Owner 
to avoid penalty for late payment or to permit Owner to 
take advantage of discounts. If such amounts are 
included in the Approved Operating Budget, Manager shall 
pay such items. Manager shall make payments on account 
of any ground lease, mortgage, deed of trust or other 
security instrument, if any, affecting the Project to 
the extent Owner directs that Manager make such 
payments, and accounts for such payments either in the 
Approved Budgets or otherwise. 
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3.16 Advertising. The University shall 
prepare student mailings and promotional materials to be 
used to promote among its students and prospective 
students the availability of recreational facilities in 
the Project. Such plans and materials shall be subject 
to prior approval by Owner and Manager, and in 
conformance with such approval. UTSA shall not use 
Owner's name in any advertising or promotional material 
without Owner's express prior approval in each instance. 
Advertising and promotional materials shall be prepared 
in full compliance with federal, state and municipal 
laws, ordinances, regulations and orders and with the 
rules and regulations of the University. 

3.17 Claims. Manager shall advise Owner and 
the University immediately by telephone, with 
confirmation in writing, of the service upon Manager of 
any summons, subpoenas, or other like legal document 
including any notices, letters, or other communications, 
setting out or claiming an actual or alleged potential 
liability of Owner or the Project. 

3.18 Participant or Tenant Complaints. 
Manager shall respond courteously and efficiently to 
participant complaints and service requests from 
tenants. Routine service requests and complaints shall 
be received, entered in detail in a log book indicating 
the action taken with respect to each. Serious 
complaints shall, after thorough investigation, be 
reported to Owner and University with appropriate 
recommendations. 

3.19 Inspection. Manager shall make regular 
inspections of the Project, as may be necessary to 
perform its obligations under this Agreement _and to 
confirm that the Project is being maintained as may be 
required or contemplated under leasehold contracts. 
Manager shall report its inspection findings in writing 
to Owner and University at the end of each semester or 
summer session, unless other reports may be required at 
other times because of disciplinary proceedings against 
any Recreation Center participant or because of other 
legal action. 
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ARTICLE 4 
INSURANCE 

4.1 Insurance. Upon written request by Owner 
and University, and specific written instructions as to 
the type and amount, Manager shall obtain and keep in 
effect such insurance coverage with respect to the 
Project as Owner shall so request and specify. All 
insurance required to be obtained and maintained by 
Manager under this Agreement shall be of types issued by 
such insurance companies, in such amounts, in such form, 
and having such content, as may be instructed by Owner. 
Manager shall furnish to Owner and University and each 
additional insured or co-insured copies of all current 
insurance policies with certificates or other evidence 
of insurance satisfactory to Owner evidencing the 
existence of such insurance, and with evidence 
satisfactory to Owner of the proper renewal of any 
policy of insurance prior to the expiration of any 
policy of insurance. All policies of insurance shall 
contain a provision stating that each such policy cannot 
be cancelled without at least thirty (30) days prior 
written notice to the insured, each additional insured, 
and each co-insured. Manager shall promptly investigate 
and make a full written report as to all accidents of 
claims for damage relating to the ownership, operation, 
and maintenance of the Project, including any damage or 
destruction to the Project and the estimated cost of 
repair. All such reports shall be filed with Owner 
promptly, and in any event within one (1) day after the 
occurrence of any such accident, claim, damage or 
destruction. Manager shall cooperate with and make any 
and a 11 reports required by any insurance company in 
connection therewith. · 

Manager shall furnish whatever 
information is requested by Owner and University for the 
purpose of establishing the placement of insurance 
coverages, and shall aid and cooperate in every 
reasonable way with respect to such insurance and any 
loss thereunder. 

4.2 Additional Insurance to be Maintained by 
Manager. Manager shall, at its expense, provide and 
maintain, so long as this Agreement is in force, 
workers' compensation insurance in full compliance with 
all applicable state and federal laws and regulations, 
covering all employees of Manager performing work in 
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respect to the Project. Manager shall, at its expense, 
provide and maintain, so long as this Agreement is in 
force, a blanket employee dishonesty policy in the 
minimum amount of $ per employee employed 
in connection with the Project and per authorized 
signatory (except Owner) of any bank accounts kept 
pursuant to the provisions hereof. Such insurance shall 
have attached thereto an endorsement that Owner will be 
given at least thirty (30) days prior written notice of 
cancellation of or any material change in policy. 
Additionally, Manager, at its expense, shall provide and 
maintain in force adequate insurance against physical 
damage and against liability for loss, damage or injury 
to property or persons that might arise out of the use, 
operation or maintenance of any and all personal 
property owned by Manager and used in connection with 
the Project, and Owner shall be identified and covered 
as an additional insured with respect to such 
insurance. Additionally, Manager at its expense, shall 
provide and maintain errors and omissions (or like) 
insurance coverage in an amount not less than 
$ with respect to any claim by Owner 
and persons or entities having interests in or rights in 
respect of the Project, and third parties against 
Manager arising out of the provi sian of services with 
respect to the services to be performed under or 
pursuant to this Agreement. Such insurance may provide 
for a reasonable deductible amount, not to exceed 
$ The policies of such insurance shall 
be in form satisfactory to Owner and at all relevent 
times qualified to effect such insurance in the 
jurisdiction in which the Project is situated. Manager 
shall provide Owner with . a signed copy of each policy 
and any renewal thereof or replacement therefor. Such 
policy shall be signed by the company issuing such 
insurance; provided that at the option of Manager such 
insurance may be provided by a certificate of insurance 
issued under a group or blanket policy providing for 
such insurance coverage in which event such certificate 
of insurance shall be signed by the company issuing such 
group or blanket policy. Such policy or certificate 
shall be endorsed with specific reference to the 
services to be provided by Manager in connection with 
the Project under this Agreement, and such policy shall 
not be cancelled except after at least thirty (30) days 
prior written notice to Owner and University. Owner 
will not reimburse Manager for Manager's cost of any of 
the foregoing insurance. 
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4.3 Subcontractor's Insurance. Manager shall 
require that any subcontractors brought onto the Project 
have insurance coverage, at the subcontractor's expense, 
in the following minimum amounts: 

(a) Worker's Compensation - Statutory Amount 

(b) Liability - $100,000 (Minimum) 

i. $100,000 Bodily Injury 
$100,000 Project Damage, and 

ii. $300,000 Combined Single Limit 

Manager must obtain Owner's permission to 
waive any of the above requirements. Manager shall 
obtain and keep on file appropriate certificates of 
insurance that shows that all such subcontractors are so 
insured. 

ARTICLE 5 
FINANCIAL REPORTING AND RECORDKEEPING 

5.1 Books of Accounts. Manager, in the 
conduct of its responsibilities to Owner and University, 
shall maintain correct, true, complete and separate 
books and records reflecting the operation of the 
Project, the entries to which shall be supported by 
sufficient documentation to ascertain that said entries 
are properly and accurately recorded to the Project. 
Such books and records at all times shall be and remain 
the property of Owner and shall be maintained by Manager 
at Manager's address set forth herein, or at such other 
location as may be mutually agreed upon in writing. 
Upon the termination of this Agreement, Manager shall 
deliver all such records, books and accounts to Owner. 
Manager shall ensure such control over accounting and 
financial transactions as is required to protect Owner's 
assets from theft, error or fraudulent activity on the 
part of Manager's employees. Losses arising from such 
theft, error or fraudulent activity on the part of 
Manager's employees are to be borne by Manager and shall 
include, but not be limited to: 

(a) Theft of assets by Manager's employees, 

(b) Overpayment or duplicate payment of 
invoices arising from either fraud or error, 
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{c) Overpayment of labor costs arising from 
either fraud or error, 

{d) 
at 

Unauthorized 
the Project 

use 
by 

of facilities 
Manager or 

or space 
Manager's 

employees, 

(e) Penalties, 
discounts due to 
bills or other 
that were beyond 

interest, or loss of vendor 
delay in payment of invoices, 
like charges, excluding those 
Manager's control, 

{f) Payments from purveyors to Manager's 
employees, or from Manager to any of its 
affiliates, arising from the purchase of goods 
or services for the Project, which have not 
been approved in advance in writing by Owner. 

5.2 
Owner shall 
classification 
Owner. 

Account Classification. 
mutually agree upon 
of accounting entrees 

Manager 
a system 

satisfactory 

and 
of 
to 

5. 3. Financial Reports. Manager shall furnish 
periodic reports of all transactions occurring from the 
1st day of the prior semester or summer session to the 
last day of the prior semester or summer session. These 
reports are to be delivered to Owner no later than 15 
days after the end of the above described accounting 
period and must include, at a minimum, the following 
information: 

(a) An income schedule showing, for each 
Recreation Center participant or tenant, 
semester or summer session fees or rental 
received, and details of all other payments or 
charges received. 

(b) A schedule of expenses (including the 
Management Fee described herein) incurred 
during the semester or summer session and any 
outstanding payable as of the end of the 
semester or summer session. 

{c) A comparison of income and expenses for 
the preceding semester or summer session to the 
income and expenses set out for such period in 
the Approved Budgets. 
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(d) A reconciliation of cash accompanied by 
bank statements and cancelled checks. 

(e) An itemized list of all receivables 
representing amounts currently due and 
collectible for services provided to Recreation 
Center participants or the University, or as 
provided for by leasehold and other agreements 
with concessionaires or other tenants, if any, 
or from any other sources. 

(f) A current rent roll. 

(g) An itemized list of past due monies. 

(h) A copy of the cash receipts journal, cash 
disbursements journal, and general journal. 

(i) Any other detail of accounting-related 
items. 

Without in any manner limiting the 
generality of the foregoing, the reports shall include 
the items listed on Exhibit D attached hereto, and also 
shall include a compari~on of year-to-date actual income 
and expense with the Approved Budgets for the Project. 

As of the last day of the reporting 
semester or summer session, Manager shall remit to Owner 
all unexpended funds in the Project's Operating Account 
except for a reserve for contingencies which shall 
remain in the Project's Operating Account in the amount 
of Two Thousand Five Hundred and No/100 Dollars 
($2,500.00), plus an amount for expenses that have been 
incurred but not paid. The remittance shall be net of 
the Management Fee. After two semesters of actual 
operating experience, Owner, at its sole option, may 
elect to change the amount of such contingency reserve. 

Manager, shall, on or before June 1 of 
each academic year during the term hereof, at Manager's 
expense, furnish to Owner an unaudited statement of 
income and disbursements reflecting the operation of the 
Project for the prior academic year, which statement 
shall be in form acceptable to Owner. If requested by 
Owner, such statement of income and disbursements shall 
be certified by a firm of independent certified public 
accountants selected by Owner; provided, however, that 
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the cost of having 
disbursements certified 
shall be borne by Owner. 

such statement 
by such a firm 

of 
of 

income and 
accountants 

5.4 Supporting Documentation. As additional 
support to the semester or summer session and annual 
financial statements, Manager shall provide to Owner on 
request copies of the following: 

(a) Bank statements, bank deposit slips and 
bank reconciliations, 

{b) Detailed cash receipts and disbursement 
records, 

(c) Detailed trial balances, 

(d) Paid invoices, 

(e) Summaries of adjusting journal entires, 
and 

(f) Supporting documentation for 
payroll taxes and employee benefits. 

payroll, 

5.5 Accounting Principles. All semester or 
summer session and annual financial statements and 
reports required by Owner shall be prepared on the 
accrual basis in accordance with generally accepted 
accounting principles, consistently applied, unless 
otherwise directed or approved by Owner. 

ARTICLE 6 
INSPECTION AND AUDIT 

6.1 Right of Inspection and Audit. Owner and 
University, their accountants, attorneys, and agents, or 
any other designee, shall have the right to enter upon 
any part of the Project at any time during the term of 
this Agreement for the purpose of examining or 
inspecting the Project, examining or making extracts of 
or auditing the books and records of the Project, or for 
any other purpose. Owner reserves the right for Owner's 
accountants, attorneys, agents, employees or others 
appointed by Owner, to inspect, copy and audit, and 
conduct examinations, without notification, during 
reasonable business hours, of the books, records and 
accounts of the Project maintained for Owner by Manager 
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no matter where such books and records are located. 
Owner also reserves the right to perform any and all 
additional audit tests relating to Manager's activities, 
either at the Project, or at any office of the Manager; 
provided that such audit tests are related to those 
activities performed by Mariager for owner. 

6. 2 Corrections. Should Owner's employees or 
agents discover either weaknesses or discrepancies in 
internal control or errors in recordkeeping, Manager 
shall correct such weaknesses and discrepancies either 
upon discovery or within a reasonable period of time. 
Manager shall inform Owner in writing, of the action 
taken to correct such audit or control weaknesses and 
discrepancies. 

6.3 Expenses. Such inspections or audits 
shall be at Owner's expense, unless such inspections or 
audits disclose a discrepancy caused by a single line 
item entry in excess of $1,000 that has resulted in 
error by five percent (5%) or more, in which case the 
cost of such inspections or audits as well as the 
reimbursement of such error, shall be paid by Manager. 

ARTICLE 7 
BANK ACCOUNTS 

7.1 Operating Account. Manager shall 
deposit, on a daily basis, all fees, rents and other 
funds collected from the operation of the Project, 
including any and all advance payments in a bank 
approved by Owner in a special account or accounts (the 
"Operating Account(s)") for the Project. The Operating 
Account shall be separate from Manager's corporate 
account and any other bank accounts maintained by 
Manager. All funds in the Operating Account shall be 
and shall remain the property of Owner and shall be 
received, held, and disbursed by Manager as a trust fund 
in payment of obligations of Owner incurred in 
connection with the management, operation, maintenance 
and repair of the Project, or remitted to Owner as 
provided herein. In no event shall the funds of anyone 
but Owner be deposited by Manager in the Operating 
Account, and Manager shall not commingle Owner's funds 
with the funds of any other person in any manner 
whatsoever. The bank shall be informed in writing that 
the funds are held in trust for Owner. Out of the 
Operating Account, Manager shall pay the operating 
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expenses of the Project provided for 
other payments relative tcr the Project 
the terms of this Agreement. 

herein and any 
as required by 

At any time that the Operating Account 
contains inadequate funds to meet current expenses and 
reasonable reserves, including all times prior to the 
commencement of fee and rental income from the Project, 
Owner shall provide the needed funds for the Operating 
Account. 

7.2 Security Deposits. Manager shall 
maintain detailed records of all security deposits and 
any other refundable fees or deposits collected from 
Project participants or tenants, and such records will 
be open for inspection by Owner's employees or agents. 
Unless expressly waived in writing by Owner, all 
refundable fees or deposits collected from Project 
participants or tenants, other than deposits made for 
short-term rental of sports equipment subject to return 
of the equipment and refunding of the deposit within a 
24 hour period, shall be deposited by Manager and held 
in a bank account (the "Security Deposit Account"), 
separate from Manager's corporate account, the account 
maintained under Section 7 .l above, and any other bank 
accounts maintained by Manager. The Security Deposit 
Account shall be in the name of Owner with an account 
name and at a bank designated by Owner. Manager and 
Owner shall comply with all applicable laws with respect 
to such fees and deposits and, unless so instructed by 
Owner, Manager shall not withdraw any sums from such 
Security Deposit Account except as required to comply 
with the provisions of tenant contracts regarding the 
refunding of such deposits·. 

7.3 Change 
Manager to change a 
arrangements. 

of Banks. Owner may 
depository bank or the 

direct the 
depository 

7. 4 Access to Account. Through the use of 
signature cards, authorized representatives of Owner, 
who initially shall be and , 
shall be permitted access to any and a 11 funds in the 
bank accounts described in Section 7.1 and 7. 2. Owner 
agrees to promptly notify Manager of any withdrawals 
from such bank accounts. Manager's authority to draw 
against such accounts may be terminated at any time by 
Owner upon five (5) days notice to Manager or the Bank. 
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ARTICLE 8 
PAYMENTS OF EXPENSES 

8.1 Costs Eligible for Payment from Operating 
Account. Manager shall pay all costs for items in the 
Approved Operating Budget in the first instance out of 
the Operating Account. In addition, other expenses 
provided in this Agreement to be paid out of the 
Operating Account shall be paid directly from the 
Operating Account, and the following expenses shall also 
be paid directly from the Operating Account, subject to 
the conditions outlined in Article 3: 

(a) Cost to correct any violation of federal, 
state, county and municipal laws, ordinances, 
regulations and orders, and Rules and 
Regulations of the Board of Regents of The 
University of Texas System relative to the 
leasing, use, repair and maintenance of the 
Project, or relative to the rules, regulations 
or orders of the local board of fire 
underwriters or other similar body, provided 
that such cost is not a result of Manager's 
negligence. 

(b) Costs incurred by Manager in 
with a 11 service agreements entered 
in accordance with authorizations 
Agreement or approved by Owner. 

connection 
by Manager 

in this 

(c) Legal fees of 
attorneys have been 
writing in advance of 

attorneys provided such 
approved of by Owner in 
retention. 

(d) Cost of outside audit as may be requested 
by Owner in writing. 

If funds are not available in the 
Operating Account, Manager shall have no obligation to 
make any such payments. All payments may be made by 
Manager from the Operating Account in such order as 
Manager elects, and Manager shall pay all penalties or 
other charges for late payment of such items from the 
Operating Account. 
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ARTICLE 9 
MANAGER'S COST NOT TO BE REIMBURSED 

9.1 Non-reimbursable Costs. Except to the 
extent that such costs and expenses (i) are in the 
Approved Operating Budget, (ii) are otherwise approved 
for payment by· Owner, or (iii) are expressly 
reimbursable as provided for in Exhibit D attached 
hereto, all expenses or costs incurred by or on behalf 
of Manager in connection with the management and leasing 
of the Project shall be at the sole cost and expense of 
Manager and shall not be reimbursed by Owner, including, 
specifically, without limitation, the following: 

(a) Cost of gross salary and wages, payroll 
taxes, insurance, workers' compensation, and 
other benefits of Manager's employees. 

(b) 
that 
scope 

General account 
are considered to 
of the Manager's 

and reporting services 
be within the reasonable 
responsibility to Owner. 

(c) Cost of 
supplies and 
office at any 

forms, papers, ledgers, and other 
equipment used. in the Manager's 
location off the Project. 

(d) Cost of electronic data processing 
equipment, or any pro rata charge thereon, 
whether located at the Project or at Manager's 
office off the Project. 

(e) Cost 
any pro 
processing 
companies. 

of electronic 
rata charge 

provided by 

data processing, or 
thereof, for data 

computer services 

(f) Cost attributable to losses arising from 
gross negligence' or fraud on the part of 
Manager or Manager's employees. "Gross 
negligence" shall be deemed to include any and 
all monetary loss caused by the ordinary 
negligence of Manager or Manager's employees. 

(g) Cost of all bonuses paid by Manager to 
Manager's employees unless such bonuses have 
prior written approval of Owner. 
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(h) Cost of 
fidelity bonds, 
Manager for its 

comprehensive crime insurance, 
or other insurance purchased by 
own account. 

ARTICLE 10 
INSUFFICIENT GROSS INCOME 

10.1 Statement of Unpaid Items. After Manager 
has paid, to the extent of available funds in the 
Operating Account, all bills and charges that have been 
incurred with respect to the Project, Manager shall 
submit to Owner a statement of all remaining unpaid 
bills. Owner shall promptly provide sufficient monies 
to pay any unpaid expenses. 

ARTICLE 11 
SALE OF PROJECT 

11.1 Cooperation with Sales Broker. If Owner, 
with approval of the University, executes a listing 
agreement with a broker for sale of the Project, Manager 
shall cooperate with such broker to the end that the 
respective activities of Manager and broker may be 
carried on without interference with. Recreation Center 
operations. Manager will permit the broker to exhibit 
the Project during reasonable business hours provided 
the broker has secured Manager's permission in advance. 
Manager agrees that failure on its part to extend 
cooperation to a broker desiring to show the Project 
shall constitute a default on its part under this 
Agreement, and is a ground for termination of this 
Agreement upon seven (7) days notice to Manager. 

ARTICLE 12 
COOPERATION 

12.1 Cooperation. Should any claims, demands, 
suits or other legal proceedings be made or instituted 
by any person against Owner that arise out of any of the 
matters relating to this Agreement, Manager shall give 
Owner all pertinent information and reasonable 
assistance in the defense or other disposition thereof. 

ARTICLE 13 
COMPENSATION 

13.1 Compensation. Manager 
compensation (the "Management Fee") for 
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managing the Project pursuant to the terms and tenor of 
this Agreement in accordance with the compensation 
schedule set forth in Exhibit D attached hereto arid made 
a part hereof for all purposes. 

ARTICLE 14 
TERMINATION 

14.1 Termination on 30-day Notice. In 
addition to the provisions of Section 1.1, either party 
may terminate this Agreement without cause by giving the 
other party and the University at least thirty (30) days 
notice in writing. 

14.2 Immediate Termination With Notice. In 
addition to the provisions of Section 14 .1, Owner may 
immediately terminate this Agreement by the service of a 
written notice to that effect on Manager and the 
University. In such case, if Manager is entitled to a 
Management Fee pursuant to Article 13, Owner shall pay 
Manager the Management Fee that would normally have 
accrued to Manager on a pro rata basis during the 
ensuing thirty (30) days immediately following the 
termination date. The foregoing provisions for payment 
in lieu of actual Management Fee shall apply only in the 
case of the immediate termination pursuant to this 
Section 14.2. 

14.3 Termination for Cause. This Agreement 
will terminate immediately without further action from 
Owner in the event Manager breaches any of its 
obligations to Owner under the terms of this Agreement. 
Notice of such termination shall be given to the 
University, but shall not affect the time of termination. 

Notices. 
purposes 
persons 
Manager, 

14.4 Authority to Execute Termination 
Notice of termination or default for the 

of Section 14 .1, 14.2 or 14.3 must be signed by 
authorized to so act on behalf of Owner or 
as the case may be. 

14.5 Termination Without Notice. Dissolution 
or termination of the corporate or partnership existence 
of the Manager by merger, consolidation or otherwise; or 
death of the Manager, if an indi vidua 1, or death of any 
general partner of Manager, if a partnership or 
cessation on the Manager's part to continue to do 
business; or bankruptcy, insolvency, or assignment for 
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the benefit of the creditors of the Manager shall effect 
an immediate termination of the Agreement without 
notice. Action having for its purpose a reorganization 
or reconstitution of the Manager shall likewise effect 
an immediate termination of this Agreement. Notice of 
such termination shall be given to the University, but 
shall not affect the time of termination. 

14.6 Final Accounting. Termination of this 
Agreement under any of the foregoing provisions shall 
not release Manager from liability for failure to 
perform any of the duties or obligations of Manager, as 
expressed herein and required to be performed prior to 
such termination. Upon termination of this Agreement 
for any reason, Manager shall deliver to Owner the 
following with respect to the Project: 

(a) A final accounting, reflecting the 
balance of income and expenses on the Project 
as of the date of termination to be delivered 
within ten (10) days after such termination; 

(b) Any balance or monies of Owner or room 
deposits, or both, held by Manager with respect 
to such Project, to be delivered immediately 
upon such termination; 

(c) Any monies due Owner under this Agreement 
but received after such termination; and 

(d) Checks, bank statements with cancelled 
checks, and other banking records; cash and all 
other property on hand, and all receipts and 
vouchers; all R~creation Center files, with 
original concessionaire and other leasehold 
contracts and Recreation Center participant 
rolls; all applicable contracts, agreements, 
and service contracts relating to the Project; 
all bills relating to the Project, both paid 
and unpaid; all financial records relating to 
the Project, including all books, journals, 
ledgers, and financial reports; all keys to the 
buildings and other component parts of the 
Project; all employee records relating to the 
Project; and a 11 other books and records that 
pertain to the Project. 

Manager shall assign such existing contracts 
relating to the operating and maintenance of the Project 

-26-



as Owner shall require, and Manager shall furnish all 
such information and take all such action as Owner shall 
require in order to effectuate an orderly and syst·ematic 
ending of Manager's duties and activities hereunder. 

ARTICLE 15 
SUBSIDIARIES AND AFFILIATES 

15.1 List of Subsidiaries and Affiliates. On 
Exhibit G attached hereto, Manager has set forth all of 
its subsidiary corporations, if any, and all persons, 
corporations or other entities, if any, controlling 
Manager and all persons, corporations or other entities, 
if any, owned or controlled by such persons, 
corporations or other persons, if any, which control 
Manager. During the continuance of this Agreement, 
Manager shall promptly notify Owner of any changes or 
additions to the information required to be set forth on 
Exhibit G. Any contract or lease of any kind whatsoever 
between Manager and any persons, corporation or other 
entity listed or to be listed on Exhibit G shall be 
subject to the prior written approval of Owner, and, at 
Owner's sole discretion, such approval may be withheld. 

ARTICLE 16 
NOTICES 

16.1 Notices. Any notice, demand or request 
that may be permitted, requested or desired to be given 
in connection herewith shall be in writing and directed 
to Owner, Manager and the University by certified mail, 
return receipt requested, postage prepaid, at their 
respective addresses stated on the signature page of 
this Agreement. In the event such notice or other 
communication is effected by personal delivery or by an 
overnight express delivery courier, the date and hour of 
actual delivery shall fix the time of notice. Absent a 
postal strike or other stoppage of the mails, in the 
event of delivery of notice by registered or certified 
United States Mail, the date and hour following 
forty-eight (48) hours after the date and hour at which 
the sealed envelope containing the notice is deposited 
in the United States rnai 1, properly addressed and with 
postage prepaid, shall fix the time of notice. 
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ARTICLE 17 
MISCELLANEOUS 

17.1 Consent and Approvals. Owner's consent 
or approval may be given only by representatives of 
Owner who will be designated in writing by Owner by 
notice pursuant to Section 17 .1. All such consents or 
approvals shall be in writing to the extent set forth 
herein as requiring written approval. 

17.2 Entire Agreement. This 
represents the entire agreement by and 
parties hereto, and supersedes any and 
agreements by and between the parties hereto 
the subject matter hereof, and it may not 
except by written agreement duly executed by 
hereto. 

Agreement 
between the 

all prior 
relating to 
be changed 

the parties 

17.3 Captions. The headings in this Agreement 
have been used for administrative convenience only, and 
shall not be used in interpreting or construing the 
meaning of any provision in this Agreement. 

17.4 Representations. Manager represents and 
warrants that Manager is fully qualified and licensed, 
to the extent required by law, to perform all 
obligations assumed by Manager hereunder. 

17.5 Hold Harmless. Manager agrees to 
indemnify and defend Owner and University and hold Owner 
and University harmless from any legal action, suit, 
debt, expense, claim, demand, judgment and settlement 
(including reasonable attorneys' fees and court costs) 
arising out of or in connection with any breach by 
Manager of any provision of this Agreement or the 
negligent or improper performance by Manager of its 
duties hereunder or any action taken by Manager beyond 
the scope of Manager's authority as set forth in this 
Agreement, and from any damage to property or injury to, 
or death of persons occasioned by or in connection with 
the acts or omissions of Manager, including, without 
limitation, any condition of the Project, to the extent 
such condition should, in the diligent discharge of 
Manager's obligations of this Agreement, have been 
observed or detected and corrected by Manager, or 
Manager's agents, employees, or subcontractors, but not 
as to any such condition so observed and detected by 
Manager but not corrected by reason of Owner's or 
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University's acts or omissions. Owner and University 
agree to indemnify and defend Manager and hold Manager 
harmless from any legal action, suit, debt, expense, 
claim, demand, judgment and settlement (including 
reasonable attorneys' fees and court costs) arising out 
of .or in connection with any breach by Owner or 
University, as the case may be, of any provision of this 
Agreement binding on Owner or University and from any 
damage to property or injury to, or death of persons 
occasioned by or in connect ion with the acts or 
omissions of Owner or University with respect to the 
Project. 

17.6 Subordination. This Agreement and the 
rights of Manager hereunder are and shall be subordinate 
to the Ground Lease between University and Owner. 
Manager agrees that this Agreement and all of Manager's 
rights, duties, and liabilities hereunder will be 
terminated upon any event of termination of the Ground 
Lease as defined therein. 

17.7 Time of the Essence. Owner and Manager 
agree and acknowledge that time is of the essence with 
respect to this Agreement, and the respective time 
periods and deadlines set forth in this Agreement. The 
time periods provided for herein are basic parts of this 
Agreement, and are not subject to extension unless upon 
written agreement of the parties hereto. 

17.8 Authority. All parties to this Agreement 
warrant and represent that they have the power and 
authority to enter into this Agreement in the names, 
titles, and capacities herein stated and on behalf of 
any entities, persons, estates or firms represented or 
purported to be represented by such person. 

17.9 Severability. If any provision of this 
Agreement shall, for any reason, be held by a court of 
competent jurisdiction violative of any applicable law, 
or is held by a court of competent jurisdiction to be 
unenforceable, then the invalidity of such specific 
provision herein shall not be held to invalidate any 
other provision herein which shall remain in full force 
and effect. 

17.10 
not have the 
interest under 

No Assignment by Manager. Manager shall 
right to assign its right, title, and 
the terms of this Agreement to any third 
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party whatsoever without first obtaining prior written 
consent of Owner and University. 

17.11 Parties Bound. Except as 
Section 17.10 of this Agreement, the 
provisions of this Agreement shall inure to, 
and be for the benefit of the heirs, 
assigns, and legal representatives of the 
parties hereto. 

limited by 
terms and 
extend to 

successors, 
respective 

17.12 Counterparts. This Agreement may be 
executed in one or more counterparts, each of which 
shall be deemed to be an original for all purposes. 

17.13 Governing Law. 
construed and interpreted under 
which the Project is located. 

This Agreement shall 
the laws of the state 

be 
in 

17.14 Construction of Agreement. The terms and 
provisions of this Agreement represent the results of 
negotiations between Owner, University and Manager, each 
of which has been represented by counsel of its own 
selection, and neither of which has acted under duress 
or compulsion, whether legal, economic or otherwise. 
Consequently, the terms and provisions of this Agreement 
shall be interpreted and construed in accordance with 
their usual and customary meanings, and Owner and 
Manager hereby ex~ressly waive and disclaim in 
connection with the interpretation and construction of 
this Agreement, any rule of law or procedure requiring 
otherwise, including without limitation, any rule of law 
to the effect that ambiguous or conflicting terms or 
provisions contained in this Agreement shall be 
interpreted or construed against the party whose 
attorney prepared the Agreement or any earlier draft of 
this Agreement. 

17.15 Waiver. The waiver by any party hereto 
of the breach of any term, covenant, agreement, or 
condition herein contained shall not be deemed a waiver 
of any subsequent breach of the same or any other term, 
covenant, agreement, or condition herein, nor shall any 
custom, practice, or course of dealings arising among 
the parties hereto in the administration hereof be 
construed as a waiver or diminution of the right of any 
party hereto to insist upon the strict performance by 
any other party of the terms, covenants, agreements, and 
conditions herein contained. 
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17.16 No Joint Venture or Partnership. Owner 
and Manager hereby agree that nothing contained herein 
or in any document executed in connection herewith shall 
be construed as making Manager and Owner joint venturers 
or partners. 

executed 
written. 

Date: 

IN WITNESS WHEREOF, the 
this Agreement the date 

OWNER: 

parties 
and year 

hereto have 
first above 

Clarence T. Bach 

Address for Notice: 

With copy to: 

Mary Q. Kelly, Esquire 
Fulbright & Jaworski 
2200 InterFirst Plaza 
300 Convent Street 
San Antonio, Texas 78205 
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Date: 

Address for Notice: 

With copy to: 

James Crowson, General Counsel 
Office of the General Counsel 
The University of Texas System 
201 W. Seventh Street 
Austin, Texas 78701 

Date: 

Address for Notice: 

UNIVERSITY: 

The Board of Regents of The 
University of Texas System 

By: 
Nam~e~:--------------------------------

Title: ____________________________ _ 

MANAGER: 

Sandalwood Management, Inc. 

By: ------------------------------Name: Title_: ____________________________ _ 
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With copy to: 

Mary Q. Kelly, Esquire 
Fulbright & Jaworski 
2200 InterFirst Plaza 
300.Convent Street 
San Antonio, Texas 78205 

623Z 
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EXHIBIT A 

DESCRIPTION OF LEASED PREMISES 

FIELD NOTE DESCRIPTION 
6. 013-ACRE TRACT 

BEING a 6.013-acre tract of land located within the 
Anselmo Pru Headright League Survey No. 20, County Block 
4766, said tract being approximately 12-l/2 miles N37ow 
of the Courthouse in San Antonio, Bexar County, Texas. 
Said tract being further described by metes and bounds 
as follows: 

Commencing from the Northerly end of the cutback line at 
the intersection of the Easterly right-of-way of Babcock 
Road and the Southerly right-of-way of F .M. Road 1604, 
then proceeding along the South right-of-way of F.M. 
Road 1604 the following calls: 

N82°34'l7"E, a distance of 275.00 feet; 
S83°23'33"E, a distance of 103.08 feet; 
N82°34'l7"E, a distance of 400.00 feet; 
N7l 0 l5'l4"E, a distance of 356.93 feet; 
N82°34'l7"E, a distance of 690.89 feet to 

Engineer's station 86+59 .ll. Then departing from South 
right-of-way of F.M. Road 1604, S07°25'43"E, a distance 
of 538.50 feet to the POINT OF BEGINNING of this tract, 
said point also being the most Northerly point on the 
most Easterly line of this tract; 

THENCE S30°45'23"E, a distance of 120.89 feet to a 
point, said point being the Southeast corner of this 
tract; 

THENCE S59°l4'37"W, a distance of 298.00 feet to a point; 
THENCE N30°45'23"W, a distance of 7.00 feet to a point; 
THENCE S59°l4'37"W, a distance of 407.00 feet to a point; 
THENCE S30°45'23"E, a distance of 37.00 feet to a point; 
THENCE S59°l4'37"W, a distance of 123.00 feet to a point; 
THENCE N30°45'23"W, a distance of 20.00 feet to a point; 
THENCE S59°l4'37"W, a distance of 220.00 feet to a 
point, said point being the Southwest corner of this 
tract; 
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THENCE 
point, 
tract; 

N30"45'23"W, a distance of 370.00 feet to a 
said point being the Northwest corner of this 

THENCE N59"14'37"E, a distance 
point, said point being the most 
most Northerly line of this tract; 

of 640.84 feet to a 
Easterly point of the 

THENCE along the arc of a curve having a radius of 
230.64 feet, a central angle of 03"11'08", a length of 
12.82 feet and a chord which bears S84"54'34"E, a 
distance of 12.82 feet to a point; 

THENCE S86"30'01"E, a distance of 111.02 feet to a point; 
THENCE S59"14'37"W, a distance of 504.99 feet to a point; 
THENCE S30"45'23"E, a distance of 132.00 feet to a point; 
THENCE N59"14'37"E, a .distance of 512.00 feet to a point; 
THENCE N30"45'23"W, a distance of 60.00 feet to a point; 
THENCE N59"14'37"E, a distance of 40.68 feet to a point; 
THENCE N30"45'23"W, a distance of 39.53 feet to the P.C. 
of a curve; 

THENCE along the arc of said curve having a radius of 
208.28, a central angle of 15"57'55", a length of 58.04 
feet, and a chord which bears N85"31'01", a distance of 
57.85 feet to a point; 

THENCE N77"32 '04"E, a distance 
of a curve to the right having 
a central angle of 26"27'19", 
chord which bears S89"14'17"E, 
to a point; 

of 97.70 feet to the P.C. 
a radius of 212.49 feet, 
a length of 98.11 and a 

a distance of 97.25 feet 

THENCE S76"00'37"E, a distance of 41.95 feet to the 
POINT OF BEGINNING containing 6.013 acres 
(261,929.93 sq. ft.). 

623Z 
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LXHIBIT B 

FIELD NOTE DESCRIPTION 
1.390-ACRE TRACT 

BEING a 1.390-acre tract of land located within th• Anselmo·Pru 
Headright League Survey No. 20 11 County Block 4766, said tract being 
approximately 12-1/2 miles N37 W of the Courthouse in San Antonio, 
Bexar County, Texas. Said tract being further described by metes and 
bounds as follows: 

Commencing from the Northerly end of the cutback line at the 
intersection of the Easterly right-of-way of Babcock Road and the 
Southerly right-of-way of F.M. Road 1604, then proceeding along the 
South right-of-way of F.M. Road 1604 the following calls: 

NS2°34'17"E, a distance of 275.00 feet; 
SS3°23'33"E, a distance of 103.08 feet; 
NS2°34'17"E, a distance of 400.00 feet; 
N71°15'14"E, a distance of.356.93 feet; 
N82°34 '17"E, a distance of 690.89 feet to Engineer's station 

86+d9.11. Then departing from South right-of-way of F.M. Road 1604, 
S07 25'43"E, a distance of 538.50 feet to the POINT OF BEGINNING of 
this tract, said point also being the most Northerly point on the most 
Easterly line of this tract; 

THENCE S30°45'23"E, a ~istance of 120.89 feet to a point, said point 
being the Southeast corner of this tract; 

THENCE S59°14'37"W, a distance of 298.00 feet to a point, said point 
being the Southwest corner of this tract; 

THENCE N30°45'23"W, a distance of 218.00 feet to a point; 
THENCE N59°14'37"E, a distance ofA0.68 feet to a point; 
THENCE N30°45'23"W, a distance of 39.53 feet to the P.C. of a curve to 
the left, said point being the most Northerly corner of this tract; 

THENCE along the arc of said curve, to the left of a tangent bearing 
SB8°30'01"E, having a radius of 208.28 feet, a central angle of 
15 87'55", a length of 58.04 feet, and a chord which bears 
NBS 31'01"E, a distance of 57.85 feet to a point; 

THENCE N77°32'04"E, a distance of 97.70 feet to the P.C. of a curve; 

THENCE, a 1 ong the arc of said cu~ve to the right having a radius of 
212.49 feet, a central sngle of 26 27'1g". a length of 98.1~feet, and 
a chord which bears 589 14'17"E, a distance of 97.25 feet to a point; 

THENCE S76°00'37"E, a distance of 41.95 feet to the POINT OF 
BEGINNING, containing 1.390 acres (60,559.33 sq. ft.). 

1.390-ACRE TRACT 



EXHIBIT C 

DESCRIPTION OF PROJECT 

The Project is UTSA Recreation Center to be 
constructed by Owner containing a swinuning pool, a game 
room, dining facilities and other amenities, and 
occupying a total area of approximately square 
feet, to be used by students, faculty, staff, and guests 
of The University of Texas at San Antonio, San Antonio, 
Texas ( "UTSA"). The project is to be located on a 
6.023-acre tract of land owned by The University of 
Texas System, and leased by the Owner, located in the 
Western portion of the campus of UTSA, which campus is 
at the southeastern corner of the intersection of 
FM 1604 and Babcock Road in San Antonio, Texas. 
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EXHIBIT D 

COMPENSATION SCHEDULE 

The sole compensation (the "Management Fee") 
which Manager shall be entitled to receive for all 
services performed under this Agreement shall be a fee 
equal to Dollars ($ ) for the 
twelve month period beginning on the Commencement 
Date, Dollars ($ ) for the next 
(second) twelve month period, Dollars 
($ ) for the next (third) twelve month period, 
and Dollars ($ ) for each of the next 
two (fourth and fifth) twelve month periods. Unless 
otherwise expressly provided below, said fee shall 
include the reimbursement to Manager for the salary and 
fringe benefits of all persons employed by Manager to 
carry out its duties hereunder. 

The Management Fee for the period from the 
commencement of this Agreement, and, in the event the 
term hereof expires or is terminated on any date other 
than the end of a semester or summer session, for such a 
period of less than a full semester or summer session, 
shall be prorated on a daily basis. Except as provided 
in this Exhibit, no commission, fee, or other 
compensation shall be due and payable to Manager by 
Owner for any of Manager's services hereunder. 

623Z 
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EXHIBIT E 

SCHEDULE OF EMPLOYEES 

Project Name: UTSA Recreation Center 

Street Address: The University of Texas at San Antonio 

City and State: San Antonio, Texas 

EMPLOYEE TITLE 

ON SITE: 

OFF SITE: 

EXECUTED BY: 

Manager: 
By: 
Date: 

NO. WITH 
TITLE 

FIDELITY 
WAGE OR SALARY BOND 

RANGE (YES OR NO) 

-38-



EXHIBIT F 

(UTSA RECREATION CENTER - PROJECT) 

STATEMENT OF OPERATIONS 

(Date) 
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EXHIBIT G 

SUBSIDIARIES & AFFILIATES OF MANAGER 

Project Name: 

Street Address: 

City and State: 

EXECUTED BY: 

Manager: 
By: 
Date: 

626Z 
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[DRAFT] 
To: Lloyds Bank International Limited 

STATEMENT OF POLICY AND UNDERTAKING 

Re: UTSA Dormitory Project. 
Financing by Lloyds Bank, International 

The Board of Regents of The University of Texas 
System (the "Board"), acting for and on· behalf of The 
University of Texas at San Antonio, hereby confirms that 
the Lessor has entered into a Ground Lease Agreement 
dated (the "Lease Agreement") with 
Clarence T. Bach ("Lessee") pursuant to which the 
Lessor has leased to the Lessee certain property 
described in Exhibit A to the Lease Agreement as the 
Leased Premises, for a period of years 
terminating on 

The Lessee has entered into the Lease Agreement 
for the purpose of constructing, developing, operating 
and maintaining, by himself or through one or more 
affiliated entities, Phase I Dormitory and Recr.eation 
Center and from time to time, at Lessee's option, the 
Additional Dormitories as defined in the Lease Agreement 
(collectively, the "Facilities"), all to be 
constructed in accordance with the plans and 
specifications and operated in accordance with the 
Operating Agreement described below. 

The plans ana specifications for the 
development and construction of the Facilities have been 
approved by the Board and meet the standards required by 
the Office of Facilities Planning and Construction of 
the University of Texas System. 

The Facilities will be operated and maintained 
pursuant to an operating agreement dated 
between an operator (the ''Operator'') and the Lessee 
and approved by the Board (the "Operating 
Agreement''), pursuant to which the Operator shall be 
responsible for the maintenance and repair of the Leased 
Premises and the Facilities and the operation of the 
Facilities. The Operating Agreement in addition 
provides that the Operator, with the approval of the 
Board, shall have full right to make reasonable 

DRAFT 
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adjustments to the rents payable by the students taking 
up residency in the Phase I Dormitory in order to ensure 
that sufficient revenues are generated so as to enable 
the Lessee to meet promptly and in full its obfigations 
under the terms of a Reimbursement Agreement 
dated (the "Reimbursement Agreement") 
between the Lessee and Lloyds Bank International Limited 
("LBf"). Pursuant to the Reimbursement Agreement, LBI 
will provide an irrevocable direct pay letter of credit 
(the "Letter of Credit") on the Lessee's behalf, for 
the purpose -of providing credit enhancement and 
liquidity support for a tax-exempt variable rate demand 
bond issue, the purpose of which is to finance the 
construction and development of the Phase I Dormitory. 

In consideration for LBI issuing its Letter of 
Credit in this connection, the Board hereby acknowledges 
and consents to LBI securing a mortgage of the Lessee's 
leasehold estate in the Leased Premises pursuant to 
Article 9 of the agreement, which mortgage shall rank 
senior to the rights of the Board under the terms of the 
Lease Agreement. 

The Board hereby agrees that upon written 
notification by LBI of an Event of Default as defined in 
the Reimbursement Agreement, or upon written 
notification by LBI that LBI, for whatever reason and in 
its sole discretion, shall have elected not to renew the 
Letter of Credit for a further period upon its Expiry 
Date as defined in the Reimbursement Agreement, the 
Board either (i) will exercise its option under the 
Lease Agreement to purchase the Phase I Dormitory or 
(ii) will cooperate with the Lessee and LBI to ensure 
that the Event of Default, if one has occurred, is 
remedied to the satisfaction of LBI, or will cooperate 
with this Lessee and LBI to secure suitable refinancing 
for the Lessee so that LBI may be released from its 
obligations under the Letter of Credit. 

The Board further agrees that in the event of a 
default under the Lease Agreement, providing grounds for 
a termination of the Lease Agreement, the Board will not 
proceed to terminate without providing the Lessee with a 
reasonable period of time in which to cure the default, 
or in the event that the default could not be remedied 
within a reasonable period of time, as specified in the 
Lease Agreement, the Board will not terminate the lease 
without first recogn1z1ng all rights of LBI under the 
Reimbursement Agreement. 
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' . ' 

Should refinancing be required for 
reason, it is the full intention of the Board 
one or both of the following courses of action: 

whatever 
to pursue 

1) Cooperate with LBI and the Lessee in 
securing alternative financing; 

2) Exercise its option 
Agreement to terminate 
exercise its option 
Phase I Dormitory. 

under the Lease 
the lease and to 
to purchase the 

The above undertakings shall 
revoked by mutual agreement in writing 
the Board. 

subsist until 
between LBI and 

Signed for and on behalf 
Regents of The University of Texas 
day of-----------------' 1985. 

By: 

of the Board 
System, this 

Date Authorized Officer 

904Q 
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Preliminary analysis to evaluate the feasibility of this proj
ect and arrangements for financing the project are nearing 
completion by Sandalwood Properties. Negotiations between 
representatives of the Sandalwood Properties, U. T. San Antonio, 
and u. T. System Administration are also near completion in 
developing an acceptable Ground Lease and Dormitory Operating 
Agreement. 

If final drafts of these documents can be agreed upon and if a 
firm recommendation can be formulated in a timely manner, such 
recommendation, along with appropriate documents and background 
material, will be mailed to the U. T. Board of Regents at the 
earliest possible date. 

This item requires the concurrence of the Academic Affairs 
Committee. 

13. U. T. TXler- Space Completion and Renovation: Request 
for ProJect Authorization; Appointment of ProJeCt Archi
tect to Prepare Final Plans; Submission to Coordinat~ng 
Board; and Appropriation Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Hamm that the U. T. Board of Regents: 

a. Authorize the construction of the Space Comple
tion and Renovation project at U. T. Tyler at 
an estimated total project cost of $3,800,000 

b. Appoint a Project Architect from the list on 
Page B&G - 22 to prepare final plans and a 
detailed cost estimate to be presented to the 
U. T. Board of Regents for consideration at a 
future meeting 

c. Appropriate $250,000 from Permanent University 
Fund Bond Proceeds for fees and related project 
expenses through completion of final plans 

BACKGROUND INFORMATION 

At the October 1985 meeting of the U. T. Board of Regents 
approval in principle was given for the Space Completion and 
Renovation project at u. T. Tyler as part of the Capital 
Improvement Program. 

In order for needed additional classroom space to be available 
for use beginning the fall semester of 1986, design and plan 
preparation must begin in December 1985. If additional class
room space is not available, it will be necessary to lease 
additional space off campus. 

The project will provide for the completion and renovation of 
space in the Library, University Center, and Administration 
Buildings as well as the completion of the physical plant 
compound. 
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The work in the Library will convert an open, unfinished area 
into 17,427 gross square feet of general classroom space. The 
renovation in the University Center will convert a former 
library stack area into 18,468 gross square feet of classrooms 
and faculty offices. 

The scope of work in the Administration Building will convert 
7,180 gross square feet of inefficient "open plan classroom" 
area into effective, discreet classrooms and offices. The 
physical plant compound completion will provide an addition to 
house university general storage and to provide building 
maintenance and ground maintenance shops and general storage 
space. 

List of Firms for Consideration 

Project Architect 

Charles F. Potter, Jr., Architect 
Tyler, Texas 

Sinclair & Wright 
Tyler, Texas 

Burch Associates Architects 
Tyler, Texas 

Representative Projects 

Henderson County Jr. College 
Athens, Texas: Administration 
Bldg. Addns.; Library; Liberal 
Arts Bldg. Remodel; AutoMech/ 
Welding Bldg. 

Panola Jr. College, Carthage, 
Texas: Administration Bldg.; 
Student Center; Band Hall 

Woodlands High School, 
Woodlands, Texas 

Robert E. Lee High School, 
Tyler, Texas: Addition & 
Remodel-Gymnasium; Library 

Tyler Junior College, Tyler, 
Texas: Health and Physical 
Education Building 

Tyler Public Library, Tyler, 
Texas 

Texas A&M Research & Extension 
Center 

Tyler ISD Elementary School 

Tyler Junior College, Tyler, 
Texas: Administration Bldg.; 
Dormitory 

Texas A&M Extension Centers, 
Uvalde, Vernon and Overton, 
Texas 

Smith County Juvenile Center 
Texas Community Antenna, 

Corporate Headquarters 

14. U. T. Health Science Center - Dallas: Appropriation of 
Permanent University Fund Bond Proceeds for the Fiscal 
Year 1986 Equipment Allocation for Regental Professors 
Michael Brown and Joseph Goldstein.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Sprague that $100,000 be appropriated from Per
manent University Fund Bond Proceeds for equipment purchases 
in support of the research of Regental Professors Michael 
Brown and Joseph Goldstein. 
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BACKGROUND INFORMATION 

At its October 24, 1985 special meeting, the U. T. Board of 
Regents awarded Nobel Laureates Dr. Michael Brown and 
Dr. Joseph Goldstein the title of Regental Professor and 
committed $1 million over the next five years to assist their 
research, including $100,000 per year in general programmatic 
research support and $100,000 per year for equipment purchases. 
This $100,000 appropriation is in fulfillment of the Fiscal 
Year 1986 commitment for equipment purchases. 

15. u. T. Health Science Center - Dallas - Parking Garage 
No. 3 - Two-Level Addit~on: Request for Approval of 
Final Plans; Author~zation to Advertise for Bids and 
for Execut~ve Comm~ttee to Award Contracts; and Add~
t~onal Appropr~at~on Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Sprague that the U. T. Board of Regents: 

a. Approve the final plans and specifications 
for the Two-Level Addition to Parking Garage 
No. 3 at the U. T. Health Science Center -
Dallas at an estimated total proj.ect cost 
of $1,450,000 

b. Authorize the Office of Facilities Planning 
and Construction to advertise for bids upon 
completion of final review 

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

d. Appropriate $1,175,000 from Institutional 
Plant Fund Balances and $200,000 from Park
ing Fund Balances for total project funding. 
Previous appropriations have been $75,000 
from Institutional Plant Fund Balances 

This item requires the concurrence of the Finance and Audit 
Committee. 

BACKGROUND INFORMATION 

In accordance with authorization of the u. T. Board of Regents 
in June 1985, final plans and specifications for the Two-Level 
Addition to Parking Garage No. 3 at the U. T. Health Science 
Center - Dallas have been prepared by the Project Architect, 
Kirk, Voich & Gist, Architects-Engineers, Fort Worth, Texas. 
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The 137,900 gross square foot two-level addition will provide 
approximately 400 additional parking spaces. The estimated 
construction cost is $1,300,500 resulting in a cost of $9.43 
per gross square foot. The estimated total project cost is 
$1,450,000. 

This project was approved by the Coordinating Board, Texas 
College and University System in July 1985. 

16. U. T. Health Science Center - san Antonio - Basic Science 
Building F~fth Level Completion: Request for Project 
Authorization; Appointment of ProJeCt Architect for Pre
liminary Plans; and Appropriation Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Howe that the U. T. Board of Regents: 

a. Authorize a project for the Basic Science 
Building Fifth Level Completion at U. T. 
Health Science Center - San Antonio for an 
estimated total project cost of $3,400,000 

b. Appoint a Project Architect from the list on 
Page B&G - 25 with authorization to prepare 
prelim~nary plans and a detailed cost esti
mate for consideration at a future meeting 

c. Appropriate $100,000 from Permanent Univer
sity Fund Bond Proceeds for fees and admin
istrative expenses through completion of 
preliminary plans 

BACKGROUND INFORMATION 

This project will complete approximately 30,000 square feet of 
existing shell space at the fifth level of the Basic Science 
Building. This shell space was constructed in 1979-80, and it 
was anticipated that funding for completion of the space would 
be appropriated by the Legislature in 1981. Similar requests 
were presented in 1983 and in 1985 prior to passage of Proposi
tion 2. This project has been needed for several years and was 
planned to provide space needs of the basic science departments 
when the medical school enrollment was expanded from 100 to 200 
students per class. Completion of this space into laboratories 
and offices for basic science teaching and research space will 
complete this building project which was begun several years 
ago. 

This project is within the scope of the Capital Improvement 
Program approved by the U. T. Board of Regents in October 1985. 

B&G - 24 



List of Firms for Consideration 

Project Architect 

Phelps Garza Bomberger 
San Antonio, Texas 

Marmon, Barclay, Souter, 
Foster, Hays 

San Antonio, Texas 

JonesKell 
San Antonio, Texas 

Representative Projects 

U.T.H.S.C. - San Antonio: 
Medical School Building, 
Basic Science Teaching 
Expansion; Allied Health 
Laboratories; School of 
Nursing; Dental School; 
(work accomplished as 
part of joint venture) 

Medical Center Hospital, 
San Antonio, Texas: Five
Story Addition 

St. Luke's Lutheran Hospital, 
San Antonio, Texas: Five
Story Addition 

The Laboratory of Pathology, 
San Antonio, Texas 

U.T.H.S.C. - San Antonio: 
Medical School Building and 
Expansion Phases; Dental 
School Building and Expan
sion Phases; Library Build
ing (work accomplished as 
part of joint venture) 

17. u. T. Health Science Center- San Antonio -Expansion of 
Clin~cal sc~ence Teaching Space: Request for ProJect 
Authorization; Appointment of Project Architect to Prepare 
Prel~m~nary Plans; and Appropriat~on Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President Howe that the U. T. Board of Regents: 

a. Authorize the Expansion of Clinical Science 
Teaching Space at U. T. Health Science 
Center - San Antonio at an estimated total 
project cost of $15,500,000 

b. Appoint a Project Architect from the list 
set forth on Page B&G - 26 with authoriza
tion to prepare prel~m~nary plans and a 
detailed cost estimate for consideration 
at a future meeting 

c. Appropriate $350,000 from Permanent Univer
sity Fund Bond Proceeds for fees and admin
istrative expenses through completion of 
preliminary plans 
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BACKGROUND INFORMATION 

Construction of approximately 88,000 square feet of new space 
at the fifth level of the Dental Clinic Building will provide 
offices, research laboratories and teaching space for medical 
school clinical departments. 

Additional space is needed to accommodate the growing research 
programs and attract additional outside funding in several of 
the clinical departments. Reassignment of existing space to 
accommodate current needs has been exercised to the extent 
deemed practical. 

This project is within the scope of the Capital Improvement 
Program approved by the U. T. Board of Regents in October 1985. 

List of Firms for Consideration 

Project Architect 

Chumney Urrutia 
San Antonio, Texas 

Marmon, Barclay, Souter, 
Foster, Hays 

San Antonio, Texas 

Phelps Garza Bomberger 
San Antonio, Texas 

Representative Projects 

U.T.H.S.C. - San Antonio: 
Medical School Building 
and Expansion Phases; 
Dental School Building 
and Expansion Phases; 
Library Building (work 
accomplished as part of 
joint venture) 

Medical Center Hospital, 
San Antonio, Texas: Five
Story Addition 

St. Luke's Lutheran Hospital, 
San Antonio, Texas: Five
Story Addition 

The Laboratory of Pathology, 
San Antonio, Texas 

U.T.H.S.C. - San Antonio: 
Medical School Building, 
Basic Science Teaching 
Expansion; Allied Health 
Laboratories; School of 
Nursing; Dental School; 
(work accomplished as part 
of joint venture) 

18. U. T. Cancer Center - Modification and Renovation of 
M. D. Anderson Hospital (Pro]ect No. 703-602): Approval 
of Final Plans for Phase I; Submiss~on to Coordinating 
Board; and Authorization to Advertise for B~ds and for 
Execut~ve Comm~ttee to Award Contracts.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of President LeMaistre that the U. T. Board of Regents: 

a. Approve the final plans and specifications 
for the Modification and Renovation of M. D. 
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Anderson Hospital - Phase I for the U. T. 
Cancer Center at an estimated total project 
cost of $5,000,000 

b. Authorize submission of the project to the 
Coordinating Board, Texas College and Univer
sity System 

c. Subject to approval of the Coordinating Board, 
authorize the Office of Facilities Planning 
and Construction to advertise for bids and 
for the Executive Committee to award all con
tracts associated with this project within the 
authorized total project cost 

BACKGROUND INFORMATION 

In accordance with authorization of the U. T. Board of Regents 
in October 1984, final plans and specifications for the first 
phase of Modification and Renovation of M. D. Anderson Hospital 
have been prepared by the Project Architect, Kenneth Bentsen 
Associates, Houston, Texas. Phase I will involve demolition 
and renovation of approximately 45,200 square feet of space. 
The estimated construction cost is $4,406,000 resulting in a 
cost of $97.48 per square foot. The estimated total project 
cost of this phase is $5,000,000. 

Funds for this project have been previously appropriated from 
Plant Funds Unexpended Balances. 

19. U. T. Health Center - Tyler - Ambulatory Care Facilities: 
Request for Project Analysis; Appointment of Consult1ng 
Arch1tect; and Appropr1ation Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of Director Hurst that the U. T. Board of Regents: 

a. Authorize a project analysis of the need for 
Ambulatory Care Facilities at the u. T. Health 
Center - Tyler 

b. Appoint Robert Douglass Associates, Houston, 
Texas, Consulting Architect for the project 
analysis 

c. Appropriate $65,000 from Interest on Unexpended 
Plant Funds for fees and administrative expenses 
related to the project analysis 

This item requires the concurrence of the Health Affairs 
Committee. 
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BACKGROUND INFORMATION 

The U. T. Health Center - Tyler is in need of expanding its 
ambulatory care facilities. The original clinical facility 
was designed to handle 10,000 outpatient visits annually. In 
1984, the Health Center experienced 23,814 visits; and by the 
end of 1985, the number is projected to grow to more than 
27,000 visits. Based on current growth patterns, it is fore
cast that clinical outpatient visits will exceed 50,000 by 
1990. 

Future growth will definitely be in the ambulatory care 
setting, partially because of federal legislation and a grow
ing concern for cost containment by both provider and recipient. 

It is recommended that a project analysis be authorized to 
program in detail future needs in the clinic areas. The 
project analysis will include the study of existing ambula
tory and ancillary facilities, equipment and services; market 
analysis of new services or services proposed for expansion; 
the financial feasibility of these services; and the analysis 
of the resources required for each service including space, 
staff and equipment. 

The funding for this study will come from Interest on Unexpended 
Plant Funds and is estimated not to exceed $65,000. 

20. U. T. Health Center - Tyler - Medical Resident Housing 
(Project No. 801-601): Presentat~on of"Prel~m~nary Plans; 
Request to Submit to Coordinating Board; Request for 
Completion of Final Plans; and Add~tional Appropriation 
Therefor.--

RECOMMENDATIONS 

The Office of the Chancellor concurs with the recommendations 
of Director Hurst that the U. T. Board of Regents: 

a. Approve the preliminary plans and specifica
tions for the Medical Resident Housing at the 
U. T. Health Center - Tyler at an estimated 
total project cost of $750,000 

b. Authorize submission of the project to the 
Coordinating Board, Texas College and Univer
sity System 

c. Authorize the Project Architect to prepare 
final plans and specifications to be presented 
to the U. T. Board of Regents for considera
tion at a future meeting 

d. Appropriate $15,000 from Gift Funds designated 
for this project for fees and administrative 
expenses through completion of final plans 
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BACKGROUND INFORMATION 

In accordance with authorization of the U. T. Board of Regents 
in October 1985, preliminary plans and a detailed cost estimate 
for the Medical Resident Housing at U. T. Health Center - Tyler 
have been prepared by the Project Architect, Simons-Clark 
Associates, Tyler, Texas. 

The project will consist of a cluster of six one-story buildings 
to house four medical residents each, plus three two-bedroom 
units for married medical residents. The total gross area of 
all units is 9,522 square feet with an estimated construction 
cost of $615,000 resulting in an average unit cost of $63.33 
per gross square foot. The estimated total project cost is 
$750,000. 
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Land and Investment Committee 



Date: 

Time: 

LAND AND INVESTMENT COMMITTEE 
COMMITTEE CHAIRMAN MILBURN 

December 5, 1985 

Following the meeting of the Buildings and 
Grounds Committee 

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

I. Permanent University Fund 

A. Investment Matters 

1. 

2. 

B. Land 

1. 

2. 

Report on Clearance of Monies to 
Permanent University Fund for 
September and October, 1985, and 
Report on Oil and Gas Development 
as of October 31, 1985 

Report on Investments for the 
Fiscal Year Ended August 31, 1985 

Matters 

Recommendation to Establish an 
Endowment Fund for Conservation 
and Land Utilization Programs 

Recommendation for Approval of 
Amendments to the Damage Schedule, 
Damage Program, and Rate Increases 
for Easements, Leases, and Grants 
on Permanent University Fund Lands 

II. Common Trust Fund 

U. T. System: Recommendation to 
Revise the Common Trust Fund 
Document and to Establish the 
Guideline Payout Return 

III. Trust and Special Funds 

Gifts, Bequests and Estates 

U. T. ARLINGTON 

1. Recommendation to Accept Bequest 
from the Estate of Mary Elizabeth 
Earle Aucutt to Establish the 
C. J. and Clara Earle Student 
Scholarship and/or Loan Fund 
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2 . Recommendation to Accept Gift 
to Establish the Joe R. Martin 
Scholars Program 

U. T. AUSTIN 

3. 

4. 

5. 

6. 

7 . 

8. 

Lloyd M. Bentsen, Jr. Chair in 
Government/Business Relations 
in the Lyndon B. Johnson School 
of Public Affairs - Recommenda
tion to Accept Additional Gifts 
and Eligibility for Matching Funds 
Under The Regents' Endowed Teachers 
and Scholars Program 

R. H. Bing Fellowship in Mathematics 
in the College of Natural Sciences -
Recommendation to Accept Gifts and 
Pledges to Increase Funding of and 
Establish Five Additional R. H. Bing 
Fellowships in Mathematics and Eligi
bility for Matching Funds Under The 
Regents' Endowed Teachers and Scholars 
Program 

Priscilla Pond Flawn Regents Profes
sorship in Child Development in the 
College of Natural Sciences - Recom
mendation to Accept Additional Gifts 
and Establish the Priscilla Pond Flawn 
Regents Professorship in Organ or Piano 
Performance in the College of Fine Arts 
and the Priscilla Pond Flawn Fellowship 
in Early Childhood Education in the 
College of Education with Previously 
Approved and current Matching Funds 
Under The Regents' Endowed Teachers 
and Scholars Program 

Shell Companies Foundation Distinguished 
Chair in Geophysics in the College of 
Natural Sciences - Recommendation 
to Carry Forward Reserved Funds from 
The Centennial Teachers and Scholars 
Program 

W. St. John Garwood Centennial 
Professorship in Law in the School 
of Law - Recommendation to Accept 
Pledge and Matching Funds and 
Redesignate as the W. St. John 
Garwood and w. St. John Garwood, Jr. 
Centennial Chair in Law 

Frank Thomas Patillo Centennial Fel
lowship in the College of Fine Arts, 
Jane Marie Tacquard Patillo Centennial 
Fellowship in the College of Natural 
Sciences, Alice Mackie Scott Tacquard 
Centennial Fellowship in the College 
of Fine Arts, and Alice Mackie Scott 
Tacquard Centennial Fellowship in the 
College of Liberal Arts - Recommenda
tion to Redesignate as Lectureships 
(No Publicity) 

L&I - 2 

Page 
L&I 

22 

23 

23 

24 

25 

25 

26 



9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

Recommendation to Accept a Cash 
Gift and Gift of Securities to 
Establish the Department of Com
puter Sciences Administrative 
Endowment in the College of 
Natural Sciences 

Recommendation to Accept Gifts 
to Establish the Royal B. Embree, Jr. 
Scholarship in the College of Education 

Recommendation to Accept Gift, 
Pledge and Transfer of Funds to 
Establish the W. H. Espey Memorial 
Endowed Presidential Scholarship for 
Civil Engineers in Environmental and 
Water Resources Engineering in the 
College of Engineering 

Recommendation to Accept Gifts 
to Establish The Good Right Arm 
Advertising Scholarship for Women 
Athletes in Intercollegiate Ath-
letics for Women 

Recommendation to Accept Gift to 
Establish the Hal H. Ramsey III 
Memorial Fund in the College of 
Natural Sciences 

Recommendation to Accept Gifts 
to Establish the Kenneth Sims 
Endowed Scholarship for Women's 
Athletics in Intercollegiate 
Athletics for Women 

Recommendation to Accept Transfer 
to Establish the Bettie Margaret 
Smith Endowment for Professional 
Development of Engineering Faculty 
in the College of Engineering 

Jack G. Taylor Endowment Fund -
Recommendation to Accept Transfer 
of Funds to Establish the Jack G. 
Taylor Endowed Presidential Schol
arship in the College of Business 
Administration and the Graduate 
School of Business 

Recommendation to Accept Transfer 
of Funds and Pledge to Establish 
the R. Earle Wright Endowed Presi
dential Scholarship in Engineering 
in the College of Engineering 

Recommendation to Accept Gift 
of Real Property in Austin, Travis 
County, Texas (No Publicity) 
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U. T. EL PASO 

19. 

20. 

21. 

Recommendation to Accept Gifts 
to Establish the Dr. Thomas G. 
Barnes Physics Fund 

Recommendation to Accept a Bequest 
from the Estate of Marion J. Purdy 
to Establish the Richard M. Dudley 
and Frances M. Dudley Memorial 
Professorship Fund and Eligibility 
for Matching Funds Under the Texas 
Eminent Scholars Program 

Recommendation to Accept Gifts to 
Establish the El Paso Centennial 
Museum Fund 

U. T. TYLER 

22. 

23. 

Recommendation to Accept Gifts 
to Establish the F. M. and Fannie 
Burke Fellowship of Excellence and 
Elibibility for Matching Funds Under 
the Texas Eminent Scholars Program 

Robert R. Muntz Memorial Fund -
Request to Revise the Designated 
Uses of Fund 

U. T. HEALTH SCIENCE CENTER - DALLAS 

24. 

25. 

26. 

(U. T. Southwestern Medical 
School- Dallas): Recommendation 
to Accept Gift of Bonds to 
Establish the Core Nutrition 
Laboratory Endowment Fund in the 
Center for Human Nutrition (No 
Publicity) 

(U. T. Southwestern Medical 
School- Dallas): Robert W. Lackey 
Visiting Professorship - Recom
mendation to Accept Additional 
Gifts and Eligibility for Match
ing Funds Under the Texas Eminent 
Scholars Program 

(U. T. Southwestern Medical 
School- Dallas): Robert L. Moore 
Professorship in Pediatrics - Recom
mendation to Accept Additional Gifts 
and Redesignate as the Robert L. 
Moore Chair in Pediatrics and Eligi
bility for Matching Funds Under the 
Texas Eminent Scholars Program 

U. T. HEALTH SCIENCE CENTER - SAN ANTONIO 

27. (U. T. Medical School- San Antonio): 
Dale H. Dorn Professorship in Surgery -
Recommendation to Accept Additional 
Gift and Eligibility for Matching Funds 
Under the Texas Eminent Scholars Pro
gram (No Publicity) 
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28. Recommendation to Accept a Bequest 
from the Estate of Dorothy McClure, 
Kerrville, Texas 

IV. Other Matters 

U. T. System: Recommendation for 
Approval of Policy statements, 
Guidelines, and Amendments to Part 
Two, Chapter V, Section 2.4 (Patent 
Policy) of the Regents' Rules and 
Regulations with Regard to the 
Management of Intellectual Property 
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I. PERMANENT UNIVERSITY FUND 

A. INVESTMENT MATTERS 

1. Re ort on Clearance of Monies to Permanent Universit Fund for Se tember and October, 1985, andRe ort on Oil and Gas Oevelo ment as of 
October 31, 1985.--T e fo owing reports wit respect to a certain monies c eared to t e Permanent Un1versity und for Septem er and 
October, 1985, and (b) Oil and Gas Development as of October 31, 1985, are submitted by the Executive Director for Investments and 
Trusts: 

Permanent Universit}' Fund 
Royalty 

Oil 
Gas 
Sulphur 
Water 
Brine 

Rent a 1 
Oil and Gas Leases 
Other 

Sale of Sand, Gravel, Etc. 
Gain or (Loss) on Sale of Securities 

Sub-Total 

Bonuses 
Oil and Gas Lease Sales 
Amendments and Extensions to 

Mi nera 1 Leases 
Total Bonuses 

TOTAL CLEARANCES 

Oil and Gas Develo[!ment- October 31, 1985 
Acreage Under Lease - 840,977 

Se[!tember, 1985 October, 1985 

$ 7,333,518.33 $ 8,366 ,851. 41 
2,237,214.32 2,982,524.59 

87,854.14 20,329.41 
84,511.45 49,102.00 

5,180.89 14,513.02 

123,285.76 160,535.28 
200.00 100.00 

1,217.25 2,700.00 
19,226,397.24 16,051,312.49 

29,099,379.38 27,647,968.20 

-0- 5,913,600.00 

122,769.19 25,383.34 
122,769.19 5,938,983.34 

$29,222,148.57 $33,586,951.54 

Number of Producing Acres - 565,302 

Cumulative 
Through October 
of This Fiscal 

Year (1985-1986) 

$15,700,369.74 
5,219,738.91 

108,183.55 
133,613.45 
19,693.91 

283,821.04 
300.00 

3,917.25 
35,277,709.73 

56,747,347.58 

5, 913,600.00 

148,152.53 
6,061,752.53 

$62 ,809,100.11 

Cumulative 
Through October 
of Preceding 
Fiscal Year 
(1984-1985) 

$17,753,939.91 
4,819,062.36 

20,000.00 
131,196.14 
18,265.81 

251,582.45 
900.00 

2,973.25 
1,110,311. 74 

24,108,231.66 

-0-

125,657.05 
125,657.05 

$24,233,888.71 

Per Cent 
Change 

(11.57%) 
8.31% 

135.39% 

159.18% 

Number of Producing Leases - 2,270 



2. Permanent University Fund: Report on Investments for the 
Fiscal Year Ended August 31, 1985.--

REPORT 

Under separate bound cover, the Executive Director for Invest
ments and Trusts presents a report on the Permanent University 
Fund investments for the fiscal year ended August 31, 1985. 
During the fiscal year, periodic reports of investment trans
actions made for the Fund were submitted to the U. T. Board of 
Regents for approval. The present report summarizes the 
investment transactions for the fiscal year and indicates the 
status of the Fund's portfolio as of August 31, 1985. 

The Permanent University Fund book value of assets and earn
ings during the year is shown below: 

Fiscal Year Ended 8i31 Increase 
1984 1985 Amount % 

Book Value $2,082,521,497 $2,316,874,704 $234,353,207 11.2 
Investment 

Income 175,929,054 191,676,227 15,747,173 9.0 

B. LAND MATTERS 

1. Permanent University Fund: Recommendation to Establish 
an Endowment Fund for Conservation and Land Ut~llzatlon 
Programs.--

RECOMMENDATION 

The Office of the Chancellor concurs in the recommendation 
of the Manager of University Lands-Surface Interests to estab
lish an endowment to be entitled the "Fund for Conservation 
and Land Utilization Programs." It is proposed that income 
earned through this endowment be administered by the Office 
of University Lands-Surface Interests upon approval by the 
U. T. Board of Regents through the regular budget approval 
process and utilized for the purposes of conducting research 
programs to increase the productivity and income from Perma
nent University Fund Lands. 

In order to establish the initial endowment for the Fund for 
Conservation and Land Utilization Programs, it is further 
recommended that $500,000 of the accumulated interest earned 
on the Damage Program Fund, established by the u. T. Board of 
Regents in October 1969, be transferred immediately to this 
endowment fund. In addition, it is recommended that begin
ning January 1, 1986, twenty percent (20%) of each payment to 
the Damage Program Fund be transferred to the corpus of the 
Fund for Conservation and Land Utilization Programs. 
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BACKGROUND INFORMATION 

In October 1969, the U. T. Board of Regents established the 
Damage Program for Permanent University Fund Lands. This 
Program permitted funds received from the oil and gas 
industry as compensation for surface damage to Permanent 
University Fund Lands to be used to reimburse lessees for 
improvements made at their expense to Permanent University 
Fund Lands. This Program has been successful in increasing 
the surface income generated by Permanent University Fund 
Lands. Indeed, the Program has generated income, the inter
est from which can be dedicated to the continuing need for 
research into ways to increase the productivity of the Per
manent University Fund Lands through conservation and 
utilization programs. The proposed endowment fund will 
establish a financial basis for such a Program. Income 
expected to be generated by increased rate and damage sche
dules being proposed for Permanent University Fund Lands is 
expected to recapture for the Damage Program Fund the 
initial accrued interest contribution to the Fund for Con
servation and Land Utilization Programs as well as the 20% 
from future Damage Program Fund collections. See Item 2 
below. 

2. Permanent University Fund: Recommendation for Approval 
of Amendments to the Damage Schedule, Damage Program, 
and Rate Increases for Easements, Leases, and Grants on 
Permanent Un~vers~ty Fund Lands.--

RECOMMENDATION 

The Office of the Chancellor recommends that the u. T. Board 
of Regents approve (1) amendments to the Damage Schedule, 
(2) amendments to the Damage Program, and (3) amendments to 
the Rate Schedule for Easements, Leases, and Grants on Perma
nent University Fund Lands. 

Specifically, the Office of the Chancellor recommends that the 
U. T. Board of Regents: 

1. Adopt the following amendments to the Damage Schedule as 
set forth below in congressional style: 

THE UNIVERSITY OF TEXAS LANDS 
DAMAGE SCHEDULE EFFECTIVE FEBRUARY 1, 1986 
[SEF~EMBER-~,-~99~] 

All monies received by The University of Texas System for damage 
to Permanent University Fund Lands are to be used for the pur
poses of conservation, reclamation, and improvement of these 
lands; provided, however, that: 

a. Payment of the standard damage rates does not in any 
way limit the liability of a company or operator in an 
action at law for any damages caused by [reaseR-ef] 
acts of negligence. 

b. Compensation for acts of negligence, such as loss or 
injury to livestock or excessive crop or grass damage, 
shall be paid directly to the graz~ng lessee. 
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c. Compensation will be required for loss of crop production 
and/or destruct~on of plants. 

[Aii-aaMa~es-fer-aii-ses-af~ii~s~-e~era~~ess-es-reve~e
~a~ea-areas-sfiaii-ee-~w~ee-~fie-eHrres~-aaMa~e-ra~e 
sefieaHie~--9Be-~fi~ra-ef-~~s-sew-aama~e-ra~e-sfiaii-5e 
~a~a-a~ree~iy-~e-~fie-~ras~s~-;essee-asa-~fie-e~fier 
~we-~fi~ras-~e-~fie-gs~vers~~y-ef-~eMas-Sys~effl7-ae~~s~ 
as-a~es~-fer-~fie-~ras~B~-;essee~J 

In the event of a disagreement between the grazing lessee and 
the company or operator, the Manager of University Lands -
Surface Interests or his representative will arbitrate and set 
the [f~M] damage payments. 

All checks submitted to The University of Texas system for 
damages are to be made payable to "The University of Texas 
System." All damage payments should indicate county, section, 
block, and surface lease where damages were incurred. 

All operators must notify both the Manager of University Lands -
surface Interests or his representative and the grazing lessee 
before any operation begins. ---

No fences shall be cut or cattle guards installed without 
permission of the Manager of University Lands - Surface 
Interests or his representative. 

All [s~aRaara] damage payments or correspondence concerning 
this schedule or policies shall be mailed to: 

Manager of University Lands -
surface Interests 

P. o. Box 553 
Midland, Texas 79702 

A. WELL LOCATIONS (As permitted by 
Railroad Commission) 

l. 

RATES 

2. 

3. 

15,000 feet or less (drilling 
depth)/location 
In excess of 15,000 feet 
(drilling depth)/location 
Re-entry (no charge until 
expiration or release of 
lease, then rates shown 
under l and 2 are to be 
followed) 

$3,000.00 

4,000.00 

$f,.7eee~ee] 

[37eee~ee] 

4. 
5. 

(THE ABOVE RATES INCLUDED 
SPACE FOR TANK BATTERIES, 
FUEL GAS, FLOW LINES, 
TEMPORARY WATER LINES, [ANB] 
ELECTRIC LINES, SALT WATER 
DISPOSAL LINES, COMPRESSORS, 
AND ROADS ON YOUR OWN LEASE. ) 

Skidding of rig/rod 
New road construction (except 
on own le.ase) or use of 
existing ranch road/rod 
(No charge on pre-existing 
oil field roads) 
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B. PIPELINE CONSTRUCTION (OD diameters) 

1. 

2. 
3 . 
4. 
5. 

Temporary oil and gas line 
off lease/rod 
[b%Re-~e~eea~~eR-~e~-~ea] 
Lines under 12"/rod 
Lines 12" and under 24"/rod 
Lines 24" and over/rod 
Removal or replacement 
of buried lines/rod 

C. POWER AND TELEPHONE LINE CONSTRUCTION 

1. 

2. 
3 . 

4. 
5. 
6. 
7. 

8 . 

Single pole distribution/rod 
(33,000 volts maximum) 
Single pole transmission/rod 
Single pole telephone line 

construction/rod 
Buried cables/rod 
H-frame/rod 
Steel tower/rod 
Removal or replacement 

of linejrod 
Removal of buried cable/rod 

D. MATERIAL SOURCE PERMITS AND ROAD ACCESS 
[aRa-~eaa-aeeeee] 

1. 

2 . 

Per pit entry and use of 
access road (Before caliche 
can be removed, permission 
must be obtained from the 
Manager of University 
Lands - Surface Interests 
or his representative and 
at his request pits must 
be leveled in an accept
able manner.) No charge 
for caliche if used on 
Permanent Un~vers~ty Fund 
Lands. 

Opening of new pit and use 
of access road 

3. One-half of damage money to 
go to The univers~ty of Texas 
System for reclamat~on of 
caliche pits and one-half 
to Un~versity's Lessee. 

E. GEOPHYSICAL OPERATIONS 

Damage payments for geophysical 
operations shall be as follows: 
[fBeHs~e-~R~eH~R-~eve~e~a~ea-a~eas7] 

1. 

2. 
3. 

4. 

Seismic weight-dropping, 
vibrators, dinoseis opera
tions per mile 
Shooting crews per mile 
Gravity meter and magneto
meter survey operations 
per crew per day 
single shot (reflection 
or refraction shooting) 
per shot hole 
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2.50 

2.50 

$ . 85 
.95 

.85 
2.25 
3.00 

1. 50 
2.00 

800.00 

1,000.00 
1,100.00 

250.00 

200.00 

[il-:·99] 
4 .. 00 
6.00 

Negotiated 

[ il-:·99 J 

$ [ ..-+5] 
[..-85] 

[..-+5] 
[il..-99] 
[il..-99] 
4.00 

[b99] 
[h59] 

500.00 
(1 site) 

[+99 .. 99] 

[859 .. 99] 
[999 .. 99] 

[3:59 .. 99] 



5 . 

6. 

7 . 

Velocity survey 
(when off pad) 
Experimental work 

On revegetated land, 
o~erator Wlll pay an 
tlonal $300 per mile 
damages to the U. T. 

the 
addi-, 
ln 
system. 

F. CHARGES FOR CATHODIC PROTECTION UNIT 

l. 
2 . 

On a pipeline 
Any other type of cathodic 
protection 

G. CROP DAMAGE 

250.00 

Negotiated 
Negotiated 

Negotiated 

The Damage Schedule guidelines will be amended to provide 
compensation for loss of crop production and destruction of 
plants. Compensation is to be determined by the Manager of 
University Lands-Surface Interests, if the affected parties 
cannot reach an agreement. 

2. Adopt the following amendment to the Damage Program as set 
out below in congressional style: 

DAMAGE PROGRAM 

All monies received by The University of Texas System for damage 
to University Lands are to be used for the purposes of conserva
tion, reclamation, and improvement of these lands. 

Providing the grazing lessee is under a flexible grazing lease, 
part of these monies may be used for repairs of existing lmprove
ments or as compensation for livestock and/or grass damages ln a 
manner set out below. 

In 1969, The University of Texas System started a damage program. 
In this program, The University of Texas system acts as agent for 
the grazing lessee and carries out the following functions: 

1. collects damage payments for damages to each grazing 
lease 

2. insures proper payment by matching damage checks with 
reports submitted by University Lands field representa
tives 

3. maintains separate records for each grazing lessee of 
damage payments received for damage to each grazing 
lease 

4. keeps all damage monies for each grazing lessee until 
approved ranch improvements andjor range conservation 
programs are made 

5. reimburses each grazing lessee for such approved ranch 
improvements and/or range conservation programs for 
which receipts and cancelled checks have been furnished 
and damage monies are avallable for that lease and 
grazing lessee. The grazing lessee may use two-thirds 
of the damage income for ranch improvements and one
third for ranch repairs (PRIOR APPROVAL IS REQUIRED) 
[~99*-ef-aama~e-MeR~ee-fe~-~fieee-~~~eeee] 
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6. reimburses, at the option of The University of Texas 
System, a graz~ng lessee, under a flex~ble lease, up 
to one-fourth of damage monies collected for dr~ll~ng 
operat~ons as compensat~on for l~vestock and/or grass 
damages but not to exceed one-half of the combined 
hunting and grazing lease fees ~n effect for the year. 
Th~s does not include damage mon~es collected for 
pipeline, se~smograph, or any non-drilled operat~ons 
[fe~meafses-eaefi-~raB~R~-±eseee7 -aaaef-a-f±eM~e±e-~ras
:i:a~-±ease7-aJ!I-'E.e-eae-'E.fi:!:fa-ef-'E.fie-aa!lla~e-!lleR:!:es-fer 
SJ!IJ!Ifevea-faaefi-reJ!!a:l:re 7 -a'E.-'E.fie-eJ!!'E.:l:ea-ef-~fie-YR:!:vere:!:'E.y 
ef-~eMae-Sye'E.elll] 

[~~---re:!:meafeee-eaefi-~fas:!:a~-±eeeee7-aaaef-a-f±eM:!:e±e-~ras:!:a~ 
±eaee7 -HJ!I-'E.e-eae-feaf'E-fi-ef-'E.fie-aa!lla~e-!llea:!:ee-ee±±ee'E.ea 
fef-ar:!:±±:!:a~-eJ!Iera'E.:!:eae-ae-ee!liJ!IBRea'E.:!:ea-fef-±:!:ves'E.eek 
aaafer-~raee-aa!lla~ee,-a'E.-'E.fie-eJ!!'E.:l:ea-ef-~fie-Ya:!:vefe:!:'E.y-ef 
~eMae-Sye'E.e!ll~--~fi:!:e-aeee-ae'E.-:!:ae±aae-aallla~e-!llea:!:ee-ee±
±ee'E.ea-fef-J!!:l:J!!e±:!:ae,-ee:!:e!lle~raJ!Ifi,-er-aay-aea-af:!:±±:!:a~ 
SJ!Iefa'E.:!:eae] 

11. 

12. 

reserves the right to take all or part of any damage 
monies received during a single calendar year by a graz
ing lessee for livestock and/or grass damages [aesee:!:a'E.ea 
w:!:'E.fi-af:!:±±:!:a~-eJ!!efa'E.:!:eas-'E.fia'E--afe-:!:a-eMeess-ef-'E.Re-ee!ll
e:!:aea-fiaa'E.:!:R~-aaa-~fas:!:a~-±eaee-fees-:!:a-effee'E.-fer-'E.fia'E. 
yeaf] 

notifies quarterly, each grazing lessee the amount of 
damage money being held for each grazing lease 

keeps records of ranch improvement and/or range con
servation program expenses in excess of damage monies 
received for damage to a particular lease 

pays for such expenses in the future should addi
tional damage monies be received 

On revegetated land only, geophysical operators 
workin on Un~vers~t Lands will a an add~tional 

300 per mile in damages to The Un~vers~ty of Texas 
system 

For each pit entry, one-half of all damage monies 
will be pa~d to The univers~ty of Texas system for 
reclamat~on of cal~che pits. 

The grazing lessee has the following responsibilities: 

1. uses all damage monies received back on the land 
except for monies received as compensation for live
stock and/or grass damages from drilling operations 
only 

2. notifies the University Lands - Surface Interests 
office of any errors in the accounting of damage monies 

3. uses approved Soil Conservation Service ranch improve
ments guidelines and/or range conservation programs or 
such improvements or programs that are approved by the 
Manager of University Lands - Surface Interests or 
his representative for which reimbursement with 
damage money is expected 

4. provides receipts of expenditures for all ranch 
improvements, repairs and/or range conservation 
programs to the Manager of University Lands -
Surface Interests or his representative for which 
reimbursement with damage monies is expected 
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Any earnings from the temporary investments of funds received 
for damage payments may be expended in connection with the 
University Lands conservation and land utilization programs 
as may be recommended by the Manager of University Lands -
Surface Interest and approved by the Executive Vice Chancellor 
for Asset [~afias] Management. 

3. Adopt the following rate increases for easements, leases, and 
grants on Permanent University Fund Lands as set out below in 
congressional style: 

RATE SCHEDULE FOR EASEMENTS, LEASES, AND GRANTS ON PERMANENT 
UNIVERSITY FUND LANDS EFFECTIVE FEBRUARY 1, 1986 

A. PIPE LINE EASEMENTS 

Standard rates for varying sizes 
of pipe line, OD diameters, the 
rates being per rod for a ten
year period, payable in advance: 

1. New Pipe Line Construction 
Rate/Rod 

a. Lines under 12" 
b. Lines 12" and under 24" 
c. Lines 24" and over 

2. Pipe Line Renewal Rate/Rod 

3. 

a. Lines under 12'' 
b. Lines 12" and under 24" 
c. Lines 24 11 and over 

MINIMUM for a pipe line 
easement 

[4.,.----F~~~NS-FBB-~fi-~e-ameHfi~-e{ 
$5.,.99-maae-~ayae±e-~e-~e 
Sefte~a±-~afta-eii~ee-mHs~-se 
sHBm~~~ea-w~~fi-a±±-easemeft~s.,.] 

B. POWER AND TELEPHONE LINE EASEMENTS 

Standard rates for varying types 
of lines, the rates being per rod 
for a ten-year period, payable in 
advance: 

1. New Single Pole Construction 
Rate/Rod 

a. Single pole distribution 
(33,000 volts maximum) 

b. Single pole transmission 
c. Single pole telephone 

lines 
d. Buried telephone cable 
e. H-frame pole construction 
f. Steel tower construction 
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$ 5.00 
11.00 

4.50 
6.50 

400.00 

2.00 

2.75 

2.00 
3.00 
6.00 
1~ 

RATES 

$ [ 4.,.5Q l 
[9.,.59] 

Negotiated 

[4.,.QQ] 
[5.,.59] 

Negotiated 

[h:;15] 

[Z!.,.5Q] 

[3:.,.:;15] 
[!!.,.59] 
[5.,.99] 
[9.,.QQ] 



2 . Single Pole Renewal Rate/Rod 

a. Single pole distribution 
(33,000 volts maximum) 1.40 [3:-:-"5 J 

b. Single pole transmission 2.25 [;o.,.99J 
c. Single pole telephone 

lines 1.40 [3:.,.,5] 
d. Buried telephone cable 2.25 [;o..-99] 
e. H-frame pole construction 5.00 [4.,.99] 
f. Steel tower construction 8.00 ['7!..-99] 

3 . MINIMUM for a power or 
telephone line easement 400.00 [399.,.99] 

[4..----~~~~NS-~EE-iR-~Re-ame~R~-ef 
$5..-99-maae-~ayas3:e-~e-~fie 
6eRe:a3:-~aRa-9ffiee-m~e~-se 
e~mi~~ea-wi~fi-a3:3:-eaeemeR~e..-] 

c. SURFACE LEASES (other than grazing) 

l. Standard rates for various 
leases: 

a. Plant sites, booster 
stations, etc., per acre 
per year (payable in 
advance for a ten-year 
period; minimum of $4,000) $ 60.00 $[55.,.99] 

b. Tower sites/year (payable 
in advance for a ten-year 
period) 500.00 [499.,.99] 

c. Business sites, residen-
tial sites and other mis-
cellaneous leases (annual 
rental payment) Negotiated 

2. MINIMUM for any type surface 
lease/year 400.00 [399..-99 J 

[3..----N9-F~~~N6-FEE-:e~i:ea] 

D. MATERIAL SOURCE PERMITS (Caliche, 
etc.) 

l. Standard rate for one 
project: 

a. Per cubic yard, under 
20,000 cubic yards .90 [..-'i!5] 

b. 20,000 cubic yards or 
over Negotiated 

c. Sale to highway 
[f$..-49-miR.,.-7] 

construction Negotiated 
(Caliche and 11 barrow 11 ) 

2. Caliche Pit Reclamation 
Surcharge 

a. All caliche sales per 
yard under 20,000 
cubic yards .60 [.,.;o5J 

b. 20,000 cubic yards or 
over Negotiated 
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c. Sale to highway 
construction Negotiated 

(Caliche and "barrow") 

3 . MINIMUM for each permit 

4. Separate check (made payable 
to The University of Texas 
System) must be submitted 
for State Sales Tax at the 
then current rate. 

[5~---N9-Ff~±N6-FEE-re~H~rea~J 

E. ASSIGNMENTS, TRANSFER OR CORRECTION 
OF EASEMENTS, LEASES, ETC. 

1. The only exception will be 
if other consideration, in 
the amount of $400 [~QQ] or 
more, such as bonus for a 
grazing lease is paid to The 
University of Texas System 

[~~----F±~±NS-FEE-~H-~fie-ameHH~-ef 
$5~QQ-maae-~ayae~e-~e-~fie 
6eHera~-~aHa-e££~ee-~s 
re~H~rea-fer-aes~~eH~s~J 

400.00 

400.00 

F. FILING FEES ON ALL EASEMENTS SHALL BE PAID 
AS REQUIRED BY LAW, RULE OR REGULATION. 

BACKGROUND INFORMATION 

[3QQ~QQ] 

Periodic reviews are made of the charges for the granting of 
easements, leases, and grants on Permanent University Fund 
Lands to insure that both the University's grazing lessees and 
the Permanent University Fund are receiving adequate compensation. 
The proposed amendments will protect the interests of the 
grazing lessees and will increase the income of the Permanent 
University Fund Lands. It should be noted that if the proposal 
to establish an Endowment Fund for Conservation and Land 
Utilization Programs set out on Pages L&I 7 - 8 is adopted, 
twenty percent (20%) of each payment made under the U. T. 
Lands Damage Schedule (Recommendation no. 1 above) will be 
transferred to that endowment fund. 

II. COMMON TRUST FUND 

u. T. system: Recommendation to Revise the Common Trust 
Fund Document and to Establish the Guidellne Payout 
Return.--

RECOMMENDATION 

The Office of the Chancellor recommends that The University of 
Texas System Common Trust Fund document as approved by the 
u. T. Board of Regents on March 11, 1967, be amended as set 
forth on Pages L&I 16 - 21 
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THE CHARTER OF 
THE UNIVERSITY OF TEXAS SYSTEM COMMON TRUST FUND 

(Originally Established as [Pe~~ey-as-Aae~~ea-{er] 
. "Funds Grouped for Investment" on June 27, 1932, 

Amended on February 27, 1948, 
[aaa-as-Ea:~ea-aaa] Amended on March 11, 1967, 

And Amended on December 5, 1985 

ARTICLE I 

Fund Name, Purpose, [Na~Hre] and Eligibility 

for Participation [ei FHaa] 

1. The common trust fund as herein established shall be known 
as "The University of Texas System Common Trust Fund" 
(originally designated as "Funds Grouped for Investment") 
and shall be under the control of the Board of Regents of 
The University of Texas system, as Trustee. 

2. The purpose of the Common Trust Fund is to provide for the 
collective investment of various [~rHs~-aaa] endowment and 
trust funds held by The University of Texas System or by-
the Board of Regents of The University of Texas System in 
a fiduciary capacity. 

3. No endowment or trust fund shall be admitted unless it is 
under the sole control, with full discretion as to invest
ments, of the Board of-Regents of The Un~vers~ty of Texas 
System and/or an official or officials of The University 
of Texas system in his official capacity [w~~fi-{H~~ 
a~sere~~ea-as-~e-~aves~ea~s]. However, no such official, 
other than the Board of Regents, the Executive Vice 
Chancellor for Asset Mana emen~ or the Execut~ve Director 
for [ei Investments, and Trusts [aaa-~aaas], shall have 
any control over the management of the Common Trust Fund 
other than to request admittance or withdrawal of any 
endowment or trust fund under his control as designated 
trustee thereof. No endowment or trust [iHaa] shall be 
admitted which contains a spec~f~c provision against 
commingling or whose investment restrictions prohibit 
purchase of securities as stated in Article II hereof. 

4. The fiscal year for the Common Trust Fund shall be from 
September 1 through August 31 of the succeeding year. 

ARTICLE II 

Investments 

1. [~se-~~~~e-~e] A[a]ll assets of the Common Trust Fund shall 
at all times be-vested in the Board of Regents of The 
University of Texas System, and such assets shall be deemed 
to be held by the Board as a fiduciary regardless of the 
name in which the securities may be registered. 

2. The Common Trust Fund may be invested and reinvested in 
such securities and investments as are permitted by the 
laws of the State of Texas as legal investments for funds 
held by trustees. Where not otherwise in conflict with the 
provisions of this plan, investment and other powers 
established by the Texas Trust Code (Subtitle B, Title 9, 
Texas Property Code) [Ae~] shall prevail. 
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3. The Common Trust Fund shall be further limited to such 
investments as are eligible under T[~]he Common Trust Fund 
I[~]nvestment P[~]olicy as adopted-by the Board of Regents, 
and as amended-from time to time(;-fe~-a~~-~~HB~-aRa 
e~ee~a~-faRae-ae~a-ey-~ae-Bea~a-e£-Re~eR~e-~R-a-f~aae~a~y 
ea~ae;i,~y]. 

ARTICLE III 

1. As of the first valuation date (March 1, 1948) following 
adoption of the original plans for a common trust fund, 
units of the F[f]und were issued for each $1.00 invested 
therein, and thereafter additional units were issued and 
shall be issued from time to time only on the basis of an 
amount equal to the then per unit value as determined in 
accordance with Article III, Section 2, hereof. In order 
to permit complete investment of a given endowment or 
trust and to avoid fractional units, any donated amount 
will be ass~gned a whole number of units ~n the Fund based 
on the appropr~ate per unit value of the Fund. Any amount 
of the trust or endowment which exceeds the market value of 
the un~ts ass~gned w~ll [ee~a~a~e-faRa;-aRy-eaa-eeR~e-eve~ 
~Re-aR4~-va~ae-efia~~] be transferred to the Common Trust 
Fund, but no unit shall be issued [~fie~efe~-HR~eee-~e 
ameaR~-~e-me~e-~RaR-59%-ef-~fie-~e~-aR;i,~-eee~]. Each 
endowment or trust [fHRa] whose monies are invested in the 
Common Trust Fund shall have an undivided interest in such 
f[f]und in the proportion that the number of units invested 
therein bears to the total number of all units comprising 
the Common Trust Fund. 

2. On or as of the last business day occurring in November, 
February, May, and August in each fiscal year (the 
quarterly evaluation date), [aRa-eR-e~-ae-ef-eaefi-e~Re~ 
aay-e~-aaye-;i,R-eaefi-yea~-aS-ffiay-ee-ee~ee~ea-f~Bffi-~;i,me-~e 
~~me;] the net market value of all assets held for the 
Common Trust Fund and the ver unit value of the Fund 
[~a~~~e~~a~~R~-fHRae-~fie~e%R] shall be determ~ned. 
Valuations shall be given no effect on the general ledger 
and supporting ledgers of the University but shall be 
memorandum accounts only. Such valuations shall be 
determined in the following manner: 

a. Listed s[S]ecurities shall be valued at the closing 
pr~ce on the primary exchange on which the stock is 
traded or at the closing "composite pr~ce" as l~sted 
in the edition of "The Wall Street Journal" conta~ning 
the valuation date's prices. [~4e~ea-eR-~Re-New-¥e~k 
s~eek-EMeRaR~e-e~-eR-~Re-Affie~;i,eaR-S~eek-EMefiaR~e-efia~~ 
ee-eva~aa~ea-ey-~ak;i:R~-~e-e~ee;i,R~-~~~ee-e£-eaefi 
eeea~~~y-eR-~e-aay-e£-e'defi-ae~e~m;i,Ra~;i:eR..---f£-Re 
e~ee~R~-~~~ee-;i,e-~e~e~~ea-£e~-~e-aay-e£-e'defi-ae~e~ 
m~Ra~~eR;-~ae-meaR-ae~weeR-~e-e;i,a-aRa-aekea-~~;i,eee 
~e~e~~ea-eaa~~-ee-'deea..---f£-~ae~e-a~e-Re-e'dea-a;i,a-aRa 
aekea-~~;i,eee-~e~e~~ea;-~eR-~fie-va~ae-ae-ae~e~m~Rea-ay 
~e-EMee'd~;i:ve-B;i,~ee~e~-e£-fRvee~eR~e,-~~'de~e-aRa-~aRae 
aRa-~ae-6~a£f-fRvee~eR~-eemm~~~ee-f~em-~ae-eee~ 
~Rfe~a~~eR-~ReR-ava;i,~ae~e-efia~~-ae-aeea..-] 

b. For Over the Counter (OTC) stocks, the stocks shall be 
valued at the last bid pr~ce. [NeRf4e~ea-eee'd~%~%ee7 
e~fie~-~aR-me~~~a~ee-aRa-me~~~a~e-~a~~~e~~a~~eRe;-efia~~ 
ae-eva~'da~ea-ay-'de;i:R~-~Re-meaR-Be~weeR-~Re-e;i,a-aRa-aekea 
~~~eee-~e~e~~ea-eR-~fie-aay-e£-e'defi-ae~e~;i,Ra~;i:eR..---ff 
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~Refe-afe-He-s~efi-eia-aHa-askea-~fiees-fe~ef~ea,-s~eR 
see~fi~ies-sfia~~-ee-eva~~a~ea-ey-~akiR~-~fie-ees~-~fiee 
ee~aiHae~e-{f8ffi-Sf-ey-a-fe~~~ae~e-efekef;-Sf-i!-He~ 
ee~aiHae~e-!fem-a-efekef;-~ReH-ey-~akiR~-~Re-va~~e-as 
ae~efffiiHea-ey-~Re-6Ree~~ive-Bifee~ef-e{-fHves~eH~S; 
~f~s~s-aHa-~aRas-aHa-~fie-S~a!!-fHves~eH~-Eemmi~~ee 
{fem-~Re-ees~-iH!efma~ieH-~ReH-avai~ae~e~J 

Reletter current Paragraph c as Paragraph e and insert the 
following new Paragraph c: 

c. If no sale or bid price is available for the last 
business day of the quarter, the secur~ty shall be 
valued as of the closest bus~ness day Ereced~ng the 
last bus~ness day of the quarter on wh~ch a sale or 
b~d pr~ce is ava~lable. 

Reletter current Paragraph d as Paragraph g and insert the following 
new Paragraph d: 

d. Fixed income securities shall be valued at a Er~ce 
obta~ned from a recognized bond pr~c~ng serv~ce. 

~[e]. Mortgages and mortgage participations shall be eval
uated by taking the then face value unless there shall 
be an existing default in the payment of principal 
and/or income; in which event, the value as determined 
by the Executive Vice Chancellor for Asset Mana ement 
in consultat~on w~th the Execut~ve D~rector for [e 
Investments[;] and Trusts, [aHa-~aRas-aRa-~fie-S~a!! 
fHves~eH~-Eemm%~~ee] from the best information then 
availableL shall be used. 

Insert a new Paragraph f to read as follows: 

f. Cash and cash equivalents, consisting of market 
instruments with a maximum term of 270 days, shall be 
valued at the~r book value on the general ledger. 

g[a]. All other assets shall be valued [eva~Ha~ea] by 
the Executive Vice Chancellor for Asset Management in 
consultation with the Executive D~rector for [e!] 
Investments[,] and Trusts [aRa-~aRas-aHa-~Re-Sta!! 
fRves~eR~-Eemm%t~ee] from the best information then 
available. 

[e~] The amount determined as provided in (a) through (g) 
above, [~e~e~Ref-witR-aRy-~fiRei~a~-easfi-ea~aHee-%H-~Re-EemmeR 
~fHst-F~Ra;] after deducting therefrom all expenses [aRa 
~esses] chargeable to principal, shall represent the net 
market value of the assets comprising such F[!]und; and the 
value of each unit thereof shall be its proportionate part of 
such net value. Such valuation shall be final and conclusive. 

ARTICLE IV 

Admissions and Withdrawals 

1. Admission [6R~faHee] to the Common Trust Fund may be made 
on any quarterly entrance date (September 1, December l, 
March 1, and June 1 of each fiscal year) prior to approval 
of the Board of Regents upon deposit to the Common 
Trust Fund of cash or securities eligible under The Common 
Trust Fund Investment Pol~cy [see~fities], valued accord~ng 
to the method described in Article III hereof[;-~fief-te 
a~~feva~-e!-tfie-Beafa-e!-Re~eH~s]. Securities ineligible 
under The Common Trust Fund Investment Policy [~e-ee-e~%~ie~e 
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fer-ae~ee~~-~e-~fie-EemffieH-~f~e~-F~Ra-ffi~e~-ee-eR-~fie-±~e~ 
a~~revea-ey-~fie-Beara-ef-Re§eR~s-fer-~~refiase-fer-~f~e~-aRa 
e~ee~a±-f~Rae-ef-~fie-YR~Vere~~y~--see~f~~~ee-Re~-eR-~Re 
±~e~-a~~revea-fer-~~fefiaee] require prior approval of 
the Board of Regents for deposit to the Common Trust Fund. 

Renumber current Paragraph 4 as Paragraph 2 and amend as 
follows: 

~(4]. All admissions [aRa-w~~Rarawa±e] made prior to approval 
of the Board of Regents shall be reported at the first 
subsequent meeting for ratification by the Board of Regents 
through the Regents' Land and Investment Committee. 

[~~ Eaefi-ava~±ae±e-fer-aaaf~~eR-~e-~fie-EemffieR-~f~e~-F~Ra-ffiay-ee 
aaaea-ey-~fie-EMee~~~ve-B~ree~ef-ef-fRvee~eR~e;-~f~e~s-aRa 
baRas7-af~er-eeRs~±~a~feR-w~~R-~Re-s~aff-fRves~eR~ 
Eemffi~~~ee 7-eR-aHy-~af~er±y-eR~raRee-aa~e-~r~er-~e-a~~reva± 
ef-~fie-Beara-ef-Re~eH~s~J 

3. Any withdrawals from the Fund require prior approval of 
the Board of Regents. W~thdrawals shall be pa~d [ffiay-ee 
ffiaae-a~-~fie-a=sere~=eR-ef-~fie-EMee~~=ve-B%ree~er-ef 
fRves~eR~s7-~r~s~s-aRa-baRas-af~er-eeRs~±~a~~eR-w~~fi-~fie 
S~aff-fRves~eR~-Eemffi~~~ee] in cash as soon as practicable 
after the quarterly evaluation date follow~ng the (er-%R 
k%Ra-er-~ar~±y-%H-easfi-aRa-~ar~±y-~R-k%Ra-eR-aRy-~ar~er±y 
w~~fiarawa±-aa~e-fSe~~effiBer-~ 7-BeeeffiBer-±;-Marefi-~;-aRa 
J~Re-±-ef-eaefi-f~sea±-yeari-~r~er-~e] approval of the 
Board of Regents at the market value of the units assigned 
to the endowment or trust. 

ARTICLE V 

Segregation of Investments 

1. If any investment contained in the Common Trust Fund shall 
be subsequently determined [eeRs~aerea] by the Board of 
Regents to be an inel~g~ble [as-aR-ef~§fRa±] investment 
[er-as-aR-~Rves~eR~-~e-ee-fie±a-fer-~Re-f~Ras-ef-~fie-eemmeR 
~f~s~], such investment may, prior to any further 
admissions to or withdrawals from such F(f]und, at the 
discretion of the Executive Vice Chancellor for Asset 
Mana ement in consultat~on w~th the Execut~ve D~rector for 
[ef] Investments[, and Trusts (aRa-baRas7-af~er-eeRs~±~a
~~eR-w~~R-~Re-6~aff-fRves~eR~-Eeffiffi~~~ee], be sold or 
segregated and set apart in a liquidating account solely 
for the benefit of [ 7 -er-a~s~r~e~~ea-~R-k~Ra-~e,] those 
endowments or trusts participating in the Common Trust 
Fund at the time of such segregation. [~fie-Beara-ef 
Re§eR~s-ffiay-a~-aRy-~~me-se~-a~ar~-~R-a-±~~~aa~~R§-aeee~R~ 
aRy-~Rves~eR~-eeR~a~Rea-~R-~e-EeffiffieR-~f~s~-F~Ra-eveR 
~fie~§R-~~-ffiay-ee-e±~§~e±e-as-a-ReW-~Rves~eR~-fer-e~efi 
f~Ra~J 

2. Each such liquidating account shall be administered in such 
manner and the proceeds thereof distributed at such time or 
times as the Executive Vice Chancellor for Asset Management 
in consultation w~th the Executive D~rector for Investments 
and Trusts [Beara-ef-Re§eR~s] deems to be for the best 
interests of the participants in the Common Trust Fund 
[~fieee-~r~s~s-eeRef=e=a±±y-=R~eres~ea-~fiere%R]. 
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Renumber current Article VI as Article VII and insert the 
following new Article VI: 

ARTICLE VI 

Fund Accounting 

l. Gross cash income shall consist of actual cash received as 
1ncome payments on assets held 1n the Fund. Net cash 
1ncome shall be gross cash 1ncome less external 1nvestment 
management fees and administrative processing and custodlal 
fees. No charges for services rendered by The University 
of Texas System Staff shall be paid out of the Common 
Trust Fund or deducted from the calculation of net cash 
1ncome. 

2. Book value of the Fund shall be maintained on a cash 
recelpts and dlsbursements basls except that bond premiums 
and d1scounts shall be amort1zed to the earlier of the 
f1nal maturlty date or flrst par call of the bonds held. 
Asset wrlte-offs or wr1te-downs shall be determ1ned by the 
Execut1ve V1ce Chancellor for Asset Management in consulta
tlon with the Execut1ve D1rector for Investments and 
Trusts. 

3. Market value of the Fund shall be established as stated in 
Artlcle III. 

4. An¥ net cash income for a quarter which exceeds the 
d1str1bution amount for the quarter shall be retained in 
the Income Reserve Account of the Fund. Such reta1ned 
1ncome shall not be asslgned un1ts 1n the Fund. 

ARTICLE VII [V;] 

Distribution of Income 

1. Distribution shall be made arterl soon as racti-
cable after the last calendar day of ~fie-Re~-%Heeme 
ae~~a~~y-reee~vea-ey-~fie-eemmeH-~f~e~-F~Ha-efia~~-ee 
a~S~f~e~~ea-He~-~eee-ef~eH-~ftaH-~~ar~er-aHH~a~~y 
feH] November [39], February [~8], May [3~], and August 
[3~] of each fiscal year[7] to the endowment and trust 
funds participating in the Fund dur1ng the respect1ve 
quarter. The distribut1on amount shall be the lesser of: 

(a) one-fourth of an annual guideline percentage 
establlshed by the Board of Regents of a book value 
base (originally the book value of the Fund at 
August 31, 1985) and as redetermined from t1me to time 
b¥ the Board of Regents, plus the net admlSSlons and 
Wlthdrawals to the Fund on each quarterly entrance 
date occurr1ng after the last per1od included 1n the 
established base; or 

(b) the net cash income for the quarter plus the Income 
Reserve Account of the Fund. 

[~~-;Heeme-efia~~-ee-ma~H~a~Hea-eH-aH-ae~~a~-eaefi-reee~~~e-eae~e 
af~er-amef~~ea~~eH~ 

[3~-BeHa-~rem~~e-aHa-a~eee~H~e-efia~~-ee-amer~~eea-~e-tfie 
ma~~r~ty-aa~ee-ef-~fie-eeHae-fie~a~J 
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1. 

2. 

ARTICLE VIII [Vff] 

Management of Fund 

Unless in conflict with specific provisions hereof, the 
management and investment of the Common Trust Fund shall be 
under the Executive Vice Chancellor for Asset Management 
and the Executive Director for [ei] Investments[,] and 
Trusts [afia-~afias], such management and investment thereof 
to be in accordance with the provisions of the Texas Trust 
Code {Subtitle B, Title 9, Texas Property Code) [Ae~] and 
T[~]he Common Trust Fund Investment P[~]olicy approved by 
the Board of Regents [ieF-~fie-ffiafia~efi~-aaa-~aves~ea~-ei 
a±±-~FHS~-aaa-s~ee~a±-iHaas-fie±a-sy-~fie-BeaFa-ei-Re~ea~s 
~a-a-i~aHe~ary-ea~ae~~y]. 

[EfiaF~es-a~a~as~-aaa-aeaHe~~efis-iFeffi-~fie-~E~Re~~a±-eF 
~aeeffie-ei-~fie-Eeffiffiea-~EHs~-~HRa-ffiay-se-a~~eE~~eaea-se~weea 
sHefi-~E~Re~~a±-aaa-~aeeffie-ieE-eM~eases;-eMee~~-Ee~±aE 
aam~R~S~Ea~~ve-eM~eases;-~RSHFEea-~R-~e-aam~fi~S~Ea~~eR-e{ 
~e-6efflm6R-~fHS~-~HRa~ 

As stated in Article VI, n[N]o charges for services 
rendered by The Un1versity of Texas system Staff shall be 
paid out of the Common Trust Fund as a fee or commission 
for the management thereof. 

ARTICLE IX [Vfff] 

Amendment or Termination of Plan 

1. The Board of Regents reserves the right to amend or termi
nate the Common Trust Fund as it deems necessary or 
advisable. 

It is further recommended that the guideline payout return, 
referred to in The Charter for the Common Trust Fund in Arti
cle VII for fiscal year 1986 be 8.5%. 

BACKGROUND INFORMATION 

The proposed revision to the document established for the 
Common Trust Fund incorporates various changes including 
recognizing staffing changes in the Office of Asset Management 
and changing the method of calculating the amount to be paid 
each quarter to the beneficiaries of The Common Trust Fund. In 
prior years the amount of income received in cash plus the net 
amortization of bond discount and premiums was paid to benefi
ciaries each quarter. In an effort to stabilize the amount 
received by a beneficiary in a year, the revised "Charter" 
establishes an Income Reserve Account and states that the 
distribution would be the lesser of: 

(a) One-fourth of an annual guideline percentage estab
lished by the Board of Regents (for fiscal 1986, 
recommended to be 8.5%) of a book value base (origi
nally the book value of the Fund at August 31, 1985) 
and as redetermined from time to time by the Board of 
Regents, plus the net admissions and withdrawals to 
the Fund on each quarterly entrance date occurring 
after the last period included in the established 
base; or 

{b) The net cash income for the quarter plus the Income 
Reserve Account of the Fund. 
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III. TRUST AND SPECIAL FUNDS 

GIFTS, BEQUESTS AND ESTATES 

1. U. T. Arlington: Recommendation to Accept Bequest from 
the Estate of Mary Elizabeth Earle Aucutt to Establ~sh 
the c. J. and Clara Earle Student Scholarship and/or 
Loan Fund.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommenda
tion of President Nedderman to accept a bequest, estimated 
to be in excess of $200,000, from the Estate of Mary 
Elizabeth Earle Aucutt, Fort Worth, Texas, to establish the 
C. J. and Clara Earle Student Scholarship and/or Loan Fund 
at U. T. Arlington. 

Income earned from the endowment will be used to award schol
arships andjor loans to deserving students majoring in 
business in the School of Business. 

BACKGROUND INFORMATION 

Mrs. Aucutt, deceased June 6, 1985, received her B.A. degree 
in Accounting from U. T. Arlington in 1975. While a student 
at the University, she made her first donation of $1000 to 
establish a scholarship fund. 

2. u. T. Arlington: Recommendation to Accept Gift to 
Establish the Joe R. Martin Scholars Program.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommenda
tion of President Nedderman to accept a gift of $50,000 from 
Martin Sprocket & Gear, Inc., Arlington, Texas, to establish 
the Joe R. Martin Scholars Program at U. T. Arlington. 

Income earned from the endowment will be used to grant annual 
scholarships to undergraduate and graduate students majoring 
in mechanical engineering. 

BACKGROUND INFORMATION 

Mr. Joe R. Martin, Jr. is President and Chairman of the Board 
of Martin Sprocket & Gear, Inc., one of the largest sprocket 
and gear manufacturers in the United States. He is a member 
of the U. T. Arlington Development Board and is closely asso
ciated with the University. 
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3. U. T. Austin: Lloyd M. Bentsen, Jr. Chair in Government/ 
Buslness Relatlons ln the Lyndon B. Johnson School of 
Public AffalrS - Recommendation to Accept Addltlonal Gifts 
and Ellgibllity for Matching Funds Under The Regents' 
Endowed Teachers and Scholars Program.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Cunningham to accept $18,166.34 in gifts from 
various donors for addition to the Lloyd M. Bentsen, Jr. Chair 
in Government/Business Relations in the Lyndon B. Johnson 
School of Public Affairs at U. T. Austin for a total endowment 
of $836,176.77. 

It is further recommended that the gifts be matched under The 
Regents' Endowed Teachers and Scholars Program and used to 
increase the endowment of the chair. 

BACKGROUND INFORMATION 

The Lloyd M. Bentsen, Jr. Professorship in Public Affairs was 
established at the June 1973 meeting of the U. T. Board of 
Regents with $100,000 in gifts from various donors. Additional 
funds of $415,000 were accepted at subsequent meetings bringing 
the total endowment to over $500,000. The professorship was 
redesignated as the Lloyd M. Bentsen, Jr. Chair in Government/ 
Business Relations at the February 1980 U. T. Board of Regents' 
meeting. 

Senator Lloyd M. Bentsen, Jr., Washington, D.C., received an 
L.L.B. from U. T. Austin in 1942 and is a member of The Chancel
lor's Council, The President's Associates, and the U. T. Austin 
Development Board. He has served in the U. s. Senate since 1971. 

4. U. T. Austin: R. H. Bing Fellowship in Mathematics in the 
College of Natural sciences - Recommendation to Accept 
Gifts and Pledges to Increase Funding of and Establish 
Five Addltlonal R. H. Blng Fellowships ln Mathematlcs and 
Ellglblllty for Matchlng Funds Under The Regents' Endowed 
Teachers and Scholars Program.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation to accept a $137,500 challenge grant from an 
anonymous donor met by a $20,000 gift from Mr. Malcolm Brachman, 
Dallas, Texas, a $12,500 gift and a $12,500 pledge for a total 
of $25,000 from Dr. and Mrs. Roland K. Blumberg, Seguin, Texas, 
a $62,500 pledge from the James M. Vaughn, Jr. Vaughn Founda
tion Fund, Austin, Texas, and a $30,000 pledge from Dr. R. H. 
Bing, Austin, Texas, for a total of $275,000 to increase the 
endowment of the R. H. Bing Fellowship in Mathematics in the 
College of Natural Sciences and to establish five additional 
R. H. Bing Fellowships in Mathematics in the College of Natural 
Sciences at U. T. Austin. All pledges are payable prior to 
August 31, 1989. 
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It is further recommended that the gifts and pledges, as 
received, be matched under The Regents' Endowed Teachers and 
Scholars Program and used to serially increase or establish 
the endowments of the six fellowships to $100,000 each. 

BACKGROUND INFORMATION 

The first R. H. Bing Fellowship in Mathematics was estab
lished at the February 1985 meeting of the U. T. Board of 
Regents with a $10,000 gift and a $40,000 pledge for a total 
of $50,000 from the Vaughn Foundation Fund, Houston, Texas. 
As of August 31, 1985, $20,000 of the pledged funds have 
been received. Matching funds from The Regents' Endowed 
Teachers and Scholars Program were reserved pending desig
nation at a later time. 

Dr. R. H. Bing, the Mildred Caldwell and Baine Perkins Kerr 
Centennial Professor of Mathematics, received a M.Ed. in 1938 
and a Ph.D. in 1945 from U. T. Austin. He joined the faculty 
in 1942 as an instructor of mathematics and served as chairman 
of the Department of Mathematics from 1975 to 1977. Dr. Bing 
retired August 31, 1985. 

5. U. T. Austin: Priscilla Pond Flawn Regents Professorship 
~n Child Development in the College of Natural Sc~ences -
Recommendat~on to Accept Addit~onal G~fts and Establ~sh 
the Pr~scilla Pond Flawn Regents Professorsh~p ~n Organ 
or P~ano Performance in the College of F~ne Arts and the 
Priscilla Pond Flawn Fellowship in Early Childhood 
Education in the College of Education with Previously 
Approved and current Matching Funds Under The Regents' 
Endowed Teachers and Scholars Program.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation to accept $30,550 in gifts from various donors 
for addition to the Priscilla Pond Flawn Regents Professorship 
in Child Development in the College of Natural Sciences at u. T. 
Austin for a total endowment of $281,181.50. 

It is further recommended that these gifts of $30,550 be 
matched under The Regents' Endowed Teachers and Scholars Pro
gram and added to $250,631.50 of previously approved matching 
funds for a total of $281,181.50 to establish the Priscilla 
Pond Flawn Regents Professorship in Organ or Piano Performance 
in the College of Fine Arts with $200,000 and the Priscilla 
Pond Flawn Fellowship in Early Childhood Education in the 
College of Education with $81,181.50. 

BACKGROUND INFORMATION 

The Priscilla Pond Flawn Regents Professorship in Child Devel
opment was established at the August 1985 meeting of the u. T. 
Board of Regents with $97,456.50 in gifts and $153,175 in 
pledges for a total of $250,631.50 from various donors. 

L&I - 24 



Mrs. Priscilla Flawn, Austin, Texas, received her B.A. in 
English and Organ from Oberlin College, Oberlin, Ohio, in 1946. 
She is the wife of Dr. Peter Tyrrell Flawn, former President 
of U. T. Austin and U. T. San Antonio. 

6. u. T. Austin: Shell Companies Foundation Distinguished 
Cha~r ~n Geophys~cs in the College of Natural Sc~ences -
Recommendat~on to Carry Forward Reserved Funds from The 
Centennial Teachers and Scholars Program.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Cunningham that funds reserved for the biennium 
ending August 31, 1985, under The Centennial Teachers and 
Scholars Program to match a $450,000 pledge, payable over the 
next three years, from the Shell Companies Foundation, Inc., 
Houston, Texas, be carried forward to the biennium ending 
August 31, 1989, to meet the remaining matching obligations 
under terms of acceptance of the gift and pledge. These 
funds are designated for the Shell Companies Foundation 
Distinguished Chair in Geophysics in the Department of Geolog
ical sciences, College of Natural Sciences at U. T. Austin. 

BACKGROUND INFORMATION 

The Shell Companies Foundation Distinguished Chair in Geo
physics was established at the June 1983 meeting of the U. T. 
Board of Regents with a $750,000 pledge from the Shell Compa
nies Foundation, Inc. Under the terms of the acceptance of 
this gift, the pledge is being paid in installments of $150,000 
per fiscal year ending with the 1987-1988 fiscal year. As of 
August 31, 1985, $300,000 of the pledged funds have been 
received leaving a balance of $450,000 to be received over the 
next three years, thereby necessitating this request to carry 
forward the already reserved funds. 

Matching funds from The Centennial Teachers and Scholars Pro
gram were reserved and used to establish the Shell Companies 
Foundation Centennial Chair in Geophysics in the Department 
of Geological Sciences, College of Natural Sciences. 

7. U. T. Austin: W. St. John Garwood Centennial Professor
sh~p ~n Law ~n the School of Law - Recommendat~on to 
Accept Pledge and Match~ng Funds and Redes~gnate as the 
W. St. John Garwood and W. St. John Garwood, Jr. Centen
n~al Cha~r ~n Law.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Cunningham to accept a $200,000 pledge, payable 
prior to August 31, 1989, from The Clayton Fund, Houston, 
Texas, and $200,000 in matching funds from the Sheffield Chal
lenge Fund Endowment Program for a total of $400,000 for 
addition to the W. st. John Garwood Centennial Professorship 
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in Law in the School of Law at U. T. Austin and redesignate 
as the W. st. John Garwood and W. St. John Garwood, Jr. Cen
tennial Chair in Law. 

BACKGROUND INFORMATION 

The W. St. John Garwood Centennial Professorship in Law was 
established at the February 1982 meeting of the U. T. Board 
of Regents with $95,000 in gifts and a $5,000 pledge for a 
total of $100,000 from Mr. W. st. John Garwood, Jr., William L. 
Garwood, the McAshan Educational and Charitable Trust, and The 
Clayton Fund. The pledge has been paid in full. The current 
pledge and matching funds of $200,000 each bring the total 
endowment to $500,000 with $100,000 being held by The Univer
sity of Texas Law school Foundation (an external foundation). 

Mr. Garwood attended u. T. Austin between 1918 and 1919 and 
received his L.L.B. from Harvard University in 1922. He 
served on the Texas Supreme Court from 1948 through 1958 and 
on the Texas Judicial Council from 1961 through 1978. 
Mr. Garwood was on the faculty of The University of Texas 
School of Law as a visiting professor in 1960 and as a profes
sor in 1961. Mr. W. St. John Garwood, Jr., received his L.L.B. 
from U. T. Austin in 1953 and was a trustee of The Clayton Fund 
and the McAshan Educational and Charitable Trust. 

8. U. T. Austin: Frank Thomas Patillo Centennial Fellowship 
in the College of Fine Arts, Jane Mar~e Tacguard Pat~llo 
Centennial Fellowship in the College of Natural Sc~ences, 
Alice Mackie Scott Tacguard Centennial Fellowship in the 
College of Fine Arts, and Al~ce Mack~e Scott Tacguard Cen
tennial Fellowsh~p ~n the College of Liberal Arts - Recom
mendation to Redes~gnate as Lecturesh~ps (No Publ~city).--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendations 
of President Cunningham to redesignate the following at u. T. 
Austin: 

a. Frank Thomas Patillo Centennial Fellowship in 
the College of Fine Arts as the Frank Thomas 
Patillo Centennial Lectureship 

b. Jane Marie Tacquard Patillo Centennial Fellowship 
in the College of Natural Sciences as the Jane 
Marie Tacquard Patillo Centennial Lectureship 

c. Alice Mackie Scott Tacquard Centennial Fellowship 
in the College of Fine Arts as the Alice Mackie 
Scott Tacquard Centennial Lectureship 

d. Alice Mackie Scott Tacquard Centennial Fellowship 
in the College of Liberal Arts as the Alice 
Mackie Scott Tacquard Centennial Lectureship 
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BACKGROUND INFORMATION 

The Frank Thomas Patillo Centennial Fellowship was established 
at the August 1983 U. T. Board of Regents' meeting with a $50,000 
pledge and matching funds from The Centennial Teachers and 
Scholars Program were used to establish the Jane Marie Tacquard 
Patillo Centennial Fellowship. 

The Alice Mackie Scott Tacquard Centennial Teaching Fellowship 
was established at the February 1983 U. T. Board of Regents' 
meeting with a $20,000 gift and a $30,000 pledge. Centennial 
Teachers and Scholars Program matching funds were used to estab
lish a second Alice Mackie Scott Tacquard Centennial Teaching 
Fellowship. The two teaching fellowships were redesignated in 
August 1983 as the Alice Mackie Scott Tacquard Centennial Fel
lowships, one in the College of Fine Arts and one in the College 
of Liberal Arts. 

Based on nonpayment of outstanding pledges, this request to 
redesignate the fellowships as lectureships is necessitated. 

NO PUBLICITY 

9. U. T. Austin: Recommendation to Accept a Cash Gift and 
Gift of Secur~t~es to Establ~sh the Department of Computer 
Sc~ences Adm~n~strat~ve Endowment ~n the College of Natural 
Sc~ences.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation to accept a cash gift of $600,000 and a gift of 
$1,000,000 par value u. s. Treasury 13 3/4% notes due August 15, 
1987, with a current market value of $1,079,375 for a total of 
$1,678,375 from an anonymous donor to establish the Department 
of Computer Sciences Administrative Endowment in the College of 
Natural Sciences at U. T. Austin. 

Income earned from the endowment will be used to fund the 
salaries of full-time, senior-level administrative positions 
in the Department of Computer Sciences in the areas of equip
ment and facilities, research administration and external 
affairs, and undergraduate student affairs. 

10. U. T. Austin: Recommendation to AcceEt Gifts to Establish 
the Royal B. Embree, Jr. Scholarsh~p ~n the College of 
Educat~on.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Cunningham to accept $10,723.00 in gifts from 
family, friends, former students, and colleagues of the late 
Dr. Royal B. Embree, Jr. to establish the Royal B. Embree, Jr. 
Scholarship in the Department of Educational Psychology, Col
lege of Education, at U. T. Austin. 
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Income earned from the endowment will be used to grant scholar
ships to graduate students in the Department of Educational 
Psychology who are interested in the areas of guidance and 
counseling. 

BACKGROUND INFORMATION 

Dr. Royal B. Embree, Jr., deceased, joined the U. T. Austin 
faculty in 1947 as an associate professor of educational 
psychology and became a professor in 1970. He was designated 
Professor Emeritus in 1978. Dr. Embree supervised over forty 
doctoral dissertations and more than 150 Master's theses and 
research reports. 

11. U. T. Austin: Recommendation to Accept Gift, Pledge, and 
Transfer of Funds to Establ~sh the W. H. Espey Memor~al 
Endowed President~al Scholarship for Civ~l Eng~neers in 
Environmental and Water Resources Engineering ~n the 
College of Eng~neering.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Cunningham to accept a $3,500 transfer of previ
ously reported gifts and accumulated interest of $1,050 from 
current restricted funds to be combined with a current gift 
of $12,500 and a $7,950 pledge, payable prior to Decem-
ber 31, 1985, for a total of $25,000 from Espey, Huston & 
Associates, Inc. and/or Dr. and Mrs. W. H. Espey, Jr., Austin, 
Texas, to establish the w. H. Espey Memorial Endowed Presiden
tial Scholarship for Civil Engineers in Environmental and 
Water Resources Engineering in the College of Engineering at 
U. T. Austin. 

Income earned from the endowment will be used to grant scholar
ships to outstanding and worthy graduate students in the 
Department of Civil Engineering who are interested in environ
mental and water resources engineering. 

BACKGROUND INFORMATION 

Dr. w. H. Espey, Jr., president of Espey, Huston & Asso
ciates, Inc., received his Ph.D. in civil engineering from 
U. T. Austin in 1965. He was on the U. T. Austin faculty as 
an instructor/research engineer from 1960 to 1961 and as a 
visiting professor in 1978 and 1980. Dr. Espey is funding 
this scholarship in honor of his father, W. H. Espey, who died 
in 1966. 
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12. U. T. Austin: Recommendation to Accept Gifts to Establish 
The Good Rlght Arm Advertlsing Scholarshlp for Women Ath
letes in Intercollegiate Athletics for Women.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation to accept a $5,000 gift from Mr. Forrest F. 
Preece and Linda s. Ball and a $5,000 gift from Good Right Arm, 
Inc., all of Austin, Texas, for a total of $10,000 to establish 
The Good Right Arm Advertising Scholarship for Women Athletes 
in Intercollegiate Athletics for Women at U. T. Austin. 

Income earned from the endowment will be used to grant an 
annual scholarship to a woman athlete currently participating 
in an official varsity sport at U. T. Austin with an outstanding 
academic record as an advertising major. 

BACKGROUND INFORMATION 

Mr. Forrest F. Preece, Jr. received his B.A. in 1968 from U. T. 
Austin under the College of Liberal Arts Plan II Honors Program. 
Mr. Preece is the owner and president of Good Right Arm, Inc., 
an advertising agency, and his wife, Linda Ball, is co-owner and 
vice president of the company. 

13. u. T. Austin: Recommendation to Accept Gift to Estab
llsh the Hal H. Ramsey III Memorlal Fund ln the College 
of Natural Sclences.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation to accept a $10,000 gift from the Research Corpo
ration, Tuscon, Arizona, to establish the Hal H. Ramsey III 
Memorial Fund in the Department of Microbiology, College of 
Natural Sciences, at u. T. Austin. 

Income earned from the endowment will be for the discretionary 
use of the Department of Microbiology. 

BACKGROUND INFORMATION 

The purpose of the Research Corporation is to advance science 
and technology by furthering the transfer of useful inventions 
from universities and other nonprofit institutions to indus
try. The corporation is establishing this endowment in memory 
of their long-time employee, Dr. Hal H. Ramsey, who died in 
August 1985. Dr. Ramsey received his Ph.D. in Microbiology 
from U. T. Austin in 1953 and served on the Microbiology 
Departmental Visiting Committee. 
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14. U. T. Austin: Recommendation to Accept Gifts to Estab
lish the Kenneth Slms Endowed Scholarship for Women's 
Athletlcs in Intercolleglate Athletics for Women.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation to accept $23,485.98 in gifts from various 
donors to establish the Kenneth Sims Endowed Scholarship for 
Women's Athletics in Intercollegiate Athletics for Women at 
u. T. Austin. 

Income earned from the endowment will be used to grant a scholar
ship to women athletes in honor of Mr. Kenneth Sims. 

BACKGROUND INFORMATION 

Mr. Kenneth Sims, Groesbeck, Texas, attended U. T. Austin from 
1978 through 1981 and lettered three years in intercollegiate 
football as a defensive tackle. He is a professional football 
player for the New England Patriots. 

15. U. T. Austin: Recommendation to Accept Transfer of Funds 
to Establish the Bettie Margaret Smith Endowment for Pro
fessional Development of Engineerlng Faculty ln the Col
lege of Englneering.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation to accept a $43,426.92 transfer from the Estate 
of Bettie Margaret Smith to establish the Bettie Margaret Smith 
Endowment for Professional Development of Engineering Faculty 
in the College of Engineering at u. T. Austin. 

Income earned from the endowment will be used for professional 
development activities of the College of Engineering faculty. 

BACKGROUND INFORMATION 

At its October 1979 meeting, the U. T. Board of Regents 
accepted the benefits under Miss Bettie Margaret Smith's Will 
and granted permission for Dean Earnest F. Gloyna of the 
College of Engineering to serve as executor of the estate as 
prescribed by the Will. 

Miss Smith received her B.A. in English from U. T. Austin 
in 1953. 
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16. U. T. Austin: Jack G. Taylor Endowment Fund - Recommenda
tion to Accept Transfer of Funds to Establish the Jack G. 
Taylor Endowed Presldentlal Scholarshlp ln the College 
of Buslness Administration and the Graduate School of 
Business.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Cunningham's 
recommendation to accept a $25,000 transfer from the Jack G. 
Taylor Endowment Fund to establish the Jack G. Taylor Endowed 
Presidential Scholarship in the College of Business Administra
tion and the Graduate School of Business at U. T. Austin. 

Income earned from the endowment will be used to grant scholar
ships to students in the College of Business Administration and 
the Graduate School of Business who demonstrate financial need 
and academic achievement as well as future potential. 

BACKGROUND INFORMATION 

The Jack G. Taylor Endowment Fund was established at the March 
1971 meeting of the U. T. Board of Regents with a $60,000 gift 
from Mr. Jack G. Taylor, Austin, Texas. The Jack G. Taylor 
Endowment Fund now has a balance in excess of $111,000. 

Mr. Taylor received a B.B.A. from the University in 1936 and 
is a member of the U. T. Austin Development Board, The Presi
dent's Associates, The Chancellor's Council, and the Colleges 
of Fine Arts and Business Administration Advisory Councils. 

17. U. T. Austin: Recommendation to Accept Transfer of Funds 
and Pledge to Establish the R. Earle Wright Endowed Presi
dential Scholarship in Engineering ln the College of 
Engineering.--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Cunningham to accept a $12,484 transfer of previ
ously reported gifts and earned income from U. T. Austin 
restricted funds and a pledge of $12,516, payable prior to 
January 31, 1990, from Mr. R. Earle Wright, Houston, Texas, 
for a total of $25,000 to establish the R. Earle Wright 
Endowed Presidential Scholarship in Engineering in the College 
of Engineering at U. T. Austin. 

Income earned from the endowment will be used to grant scholar
ships to deserving undergraduate or graduate students of U. s. 
citizenship who are pursuing a degree in the College of Engi
neerlng. 
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BACKGROUND INFORMATION 

Mr. R. Earle Wright received a B.S. in Petroleum Engineer
ing from U. T. Austin in 1942 and is a member of The Chancel
lor's Council and an honorary member of the College of 
Engineering Foundation Advisory Council. He retired from 
Texaco, Inc. in 1982 where he was assistant to the president. 

18. u. T. Austin: Recommendation to Accept Gift of Real 
Property in Austin, Trav~s County, Texas (No Publicity).--

RECOMMENDATION 

The Office of the Chancellor concurs with the recommendation 
of President Cunningham to accept a gift of real property 
being described as Lots 11 and 12, Block 3, Pemberton Heights 
Addition to the City of Austin, Travis County, Texas, with an 
appraised value of $630,000 at the time of the donation from 
Dr. and Mrs. Clarence L. Cline, who have retained the right 
to full possession, benefit and use of the property for their 
joint lives. A recommendation for use of the funds at U. T. 
Austin will be made to the U. T. Board of Regents at a later 
date. 

BACKGROUND INFORMATION 

Dr. Clarence L. Cline joined the U. T. Austin faculty in 1938 
after receiving his Ph.D. in English from U. T. Austin that 
same year. He became a professor of English in 1952 and was 
designated Ashbel Smith Professor Emeritus in 1975. Dr. Cline 
is a former chairman of the Department of English and is a mem
ber of The Chancellor's Council and The President's Associates. 

NO PUBLICITY 

19. U. T. El Paso: Recommendation to Accept Gifts to 
Establ~sh the Dr. Thomas G. Barnes Phys~cs Fund.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Monroe's 
recommendation to accept gifts of $10,214.79 from alumni and 
friends of U. T. El Paso to establish the Dr. Thomas G. Barnes 
Physics Fund at U. T. El Paso. 

Income earned from the endowment will be used to provide schol
arships to graduate and undergraduate students majoring in 
physics, purchase equipment and supplies, support the prepara
tion of laboratory manuals, and accelerate the learning process. 
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BACKGROUND INFORMATION 

Dr. Thomas G. Barnes retired from U. T. El Paso in 1981 as 
Professor Emeritus in Physics. He was, at one time, Director 
of the Shellenger Foundation for Research at the University. 

20. U. T. El Paso: Recommendation to Accept a Bequest from 
the Estate of Mar~on J. Purdy to Establish the R~chard M. 
Dudley and Frances M. Dudley Memorial Professorsh~p Fund 
and Elig~bility for Matching Funds Under the Texas 
Eminent Scholars Program.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Monroe's 
recommendation to accept a bequest estimated to be in excess 
of $100,000 from the Estate of Marion J. Purdy, Mount Kisco, 
New York, to establish the Richard M. Dudley and Frances M. 
Dudley Memorial Professorship Fund at U. T. El Paso. Distri
butions received to-date total $96,645.47 and a final report 
will be made upon receipt of the final distribution. 

It is further recommended that the actual income which will be 
earned on the $96,645.47 be certified to the appropriate State 
authorities for matching under the Texas Eminent Scholars 
Program as set out in Chapter 51, Subchapter I, of the Texas 
Education Code, when matching funds are made available under 
that act. 

BACKGROUND INFORMATION 

Miss Marion J. Purdy, niece of Mr. and Mrs. Richard M. Dudley, 
died on July 1, 1983, bequeathing her estate to U. T. El Paso in 
memory of her aunt and uncle and their outstanding community 
service to El Paso and the University. Mr. Dudley served two 
terms in the Texas Legislature and was then elected to the 
State Senate. He resigned during his second term as senator 
when he was elected the twenty-sixth mayor of El Paso, the 
position he held at the time of his death. The Dudley's former 
home, Hoover House, became the residence of the president of 
U. T. El Paso. 

21. U. T. El Paso: Recommendation to Accept Gifts to Estab
l~sh the El Paso Centenn~al Museum Fund.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Monroe's 
recommendation to accept gifts of $10,355.85 from alumni and 
friends of the U. T. El Paso Centennial Museum to establish 
the El Paso Centennial Museum Fund at u. T. El Paso. 
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Income earned from this endowment will be used for the 
operation and acquisition of new materials for the El Paso 
Centennial Museum. 

BACKGROUND INFORMATION 

The El Paso Centennial Museum was built in 1936 with funds 
allocated from the Commission of Control for the Texas Centen
nial Celebration as part of the U. T. El Paso campus and as 
El Paso's first museum. The museum supports the conservation 
of objects of natural history from the El Paso del Norte 
region. 

22. U. T. Tyler: Recommendation to Accept Gifts to Estab
l~sh the F. M. and Fann~e Burke Fellowsh~p of Excellence 
and El~g~b~l~ty for Match~ng Funds Under the Texas 
Em~nent Scholars Program.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Hamm's 
recommendation to accept a $30,000 gift from Mr. Frank M. 
Burke, Jr., Dallas, Texas, and a $20,000 corporate matching 
gift from Murphy Oil Corporation, El Dorado, Arkansas, for a 
total of $50,000 to establish the F. M. and Fannie Burke Fel
lowship of Excellence at U. T. Tyler. 

It is further recommended that the actual income which will be 
earned on the $50,000 be certified to the appropriate State 
authorities for matching under the Texas Eminent Scholars Pro
gram as set out in Chapter 51, Subchapter I, of the Texas 
Education Code, when matching funds are made available under 
that act. 

BACKGROUND INFORMATION 

Mr. Frank M. Burke, Jr., is-chairman, chief executive officer, 
and managing general partner of Burke, Mayborn Company, Ltd., 
an investment company that provides strategic financial plan
ning for selected individuals and corporations. He is also a 
member of the Board of Directors for Murphy Oil Corporation. 
Mr. Burke has published several books and articles during his 
professional career and is involved in many community and 
social organizations in Dallas. 
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23. U. T. Tyler: Robert R. Muntz Memorial Fund- Request to 
Rev~se the Designated Uses of Fund.--

RECOMMENDATION 

The Office of the Chancellor requests a revision to reflect 
that the Robert R. Muntz Memorial Fund (principal as well as 
income earned) may be used at the discretion of the President 
of U. T. Tyler. 

The language "for the purpose of promoting academic excellence" 
was used in the U. T. Board of Regents' formal acceptance of 
these gift funds in February 1982. In strict audit and legal 
terms this language is more restrictive than the intent and 
wishes of the donor as reflected in correspondence conveying 
the gift and subsequent clarifying correspondence. This· 
request is now being made to correct the official record to 
meet auditing requirements. 

BACKGROUND INFORMATION 

The Robert R. Muntz Memorial Fund was created in February 1982 
when the U. T. Board of Regents accepted a gift of $200,000 
and a pledge of $1,300,000 to be paid over eight years from 
the family of Robert R. Muntz for the establishment of a 
memorial fund at U. T. Tyler. Funds have been expended con
sistent with the original terms of acceptance and every insti
tutional effort is and will be made to expend only earnings 
from this gift to the extent possible. However, rapid insti
tutional growth and lagging formula appropriations with corre
sponding needs to expand program offerings and to upgrade 
facilities have necessitated the expenditure of some principal 
as well as earnings from this unrestricted gift. Examples of 
previous uses of the fund include student scholarships; faculty 
salaries to fund course and program expansion, particularly 
summer salaries; purchase of teaching equipment for academic 
units; research start-up grants and/or to generate external 
research funding; financing of a Strategic Planning Study; 
funding of an alumni relations program; and funding of a campus 
Distinguished Lecture Series. 

The late Robert R. (Bob) Muntz was a native of Sylvannia, 
Ohio. He was an honor graduate from the University of Toledo 
and later served as secretary-treasurer of Roosth & Genecov 
Production Company in Tyler. 

24. U. T. Health Science Center - Dallas (U. T. Southwestern 
Med~cal School- Dallas): Recommendat~on to Accept G~ft 
of Bonds to Establish the Core Nutr~t~on Laboratory 
Endowment Fund ~n the Center for Human Nutrition (No 
Pubhc~ ty) . --

RECOMMENDATION 

The Office of the Chancellor concurs with President Sprague's 
recommendation to accept a gift of $800,000 par value Inter
First Corporation 7 3/4 convertible debentures due 
August 15, 2005, with a current market value of $592,000. 
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This gift was received from an anonymous donor to. establish 
the Core Nutrition Laboratory Endowment Fund in the Center 
for Human Nutrition at the U. T. Southwestern Medical 
School - Dallas of the U. T. Health Science Center - Dallas. 

Income earned from the endowment will be used to support 
research in the field of nutrition. 

NO PUBLICITY 

25. U. T. Health Science Center - Dallas (U. T. Southwestern 
Medlcal School- Dallas): Robert W. Lackey Vislting 
Professorshl~ - Recommendatlon to Accept Additlonal 
Glfts and Ellglbillty for Matchlng Funds Under the 
Texas Eminent Scholars Program.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Sprague's 
recommendation to accept recent additional gifts totaling $2,875 
from various donors, $2,025 from gifts received prior to Sep
tember 1, 1983, and a $31.79 distribution from the Texas Eminent 
Scholars Program for addition to the Robert W. Lackey Visiting 
Professorship for a total endowment of $69,289.14 at the U. T. 
Southwestern Medical School -Dallas of the U. T. Health 
Science Center - Dallas. 

It is further recommended that the actual income which will be 
earned on the gifts of $2,875 be certified to the appropriate 
State authorities for matching under the Texas Eminent 
Scholars Program as set out in Chapter 51, Subchapter I, of 
the Texas Education Code, when matching funds are made 
available under that act. 

BACKGROUND INFORMATION 

The Robert W. Lackey Visiting Professorship was established 
at the December 1984 meeting of the U. T. Board of Regents 
with gifts totaling $56,892.35 from various donors. Additional 
gifts of $7,465 from various donors were accepted at the April 
and June 1985 meetings of the U. T. Board of Regents. The 
current gifts and distribution of $4,931.79 brings the total 
endowment to $69,289.14. 

Dr. Robert W. Lackey, deceased, was one of the original faculty 
members of Southwestern Medical College in 1943. He was also 
the first chairman of the Department of Physiology and was 
honored as Professor Emeritus of Physiology at the U. T. Health 
Science Center -Dallas. 
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26. U. T. Health Science Center - Dallas (U. T. Southwestern 
Med~cal School -Dallas): Robert L. Moore Professorsh~p 
~n Pediatrics - Recommendat~on to Accept Add~tional Gifts 
and Redesignate as the Robert L. Moore Chair ~n Ped~atr~cs 
and El~gibility for Matching Funds Under the Texas Em~
nent Scholars Program.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Sprague's 
recommendation to accept gifts totaling $20,395.83 from various 
donors for addition to the Robert L. Moore Professorship in 
Pediatrics at the u. T. southwestern Medical School - Dallas of 
the U. T. Health Science Center - Dallas for a total endowment 
of $500,000 and to redesignate as the Robert L. Moore Chair in 
Pediatrics. 

It is further recommended that the actual income which will be 
earned on the gifts of $20,395.83 be certified to the appropriate 
State authorities for matching under the Texas Eminent Scholars 
Program as set out in Chapter 51, Subchapter I, of the Texas 
Education Code, when matching funds are made available under 
that act. 

BACKGROUND INFORMATION 

At the October 1984 meeting of the U. T. Board of Regents, the 
Robert L. Moore Professorship in Pediatrics was established 
with gifts of $302,908.08 from various donors. Additional 
funds of $146,297.57 were accepted at subsequent meetings 
along with interim earnings of $30,398.52. The current gifts 
of $20,395.83 bring the total endowment to $500,000. 

Robert L. Moore, M.D., practiced medicine in Dallas, Texas, 
for fifty years and was chief of pediatrics at the Baylor 
University Medical Center from 1946 until 1967. He also 
served as president of the Texas and the Dallas Pediatric 
Societies. 

27. U. T. Health Science Center- San Antonio (U. T. Medical 
School- San Anton~o): Dale H. Dorn Professorsh~p ~n 
Surgery - Recommendat~on to Accept Add~t~onal Gift and 
El~gib~l~ty for Match~ng Funds Under the Texas Em~nent 
Scholars Program (No Publicity).--

RECOMMENDATION 

The Office of the Chancellor concurs with President Howe's 
recommendation to accept a $187,500 cash gift from the Forest 
Oil Corporation, Denver, Colorado, for addition to the Dale H. 
Dorn Professorship in Surgery at the U. T. Medical School - San 
Antonio of the U. T. Health Science Center - San Antonio for 
a total endowment of $375,000. 

It is further recommended that the actual income which will be 
earned on the $187,500 cash gift be certified to the appropriate 
State authorities for matching under the Texas Eminent Scholars 
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Program as set out in Chapter 51, Subchapter I, of the Texas 
Education Code, when matching funds are made available under 
that act. 

BACKGROUND INFORMATION 

The Dale H. Dorn Professorship in Surgery was established at 
the December 1984 meeting of the U. T. Board of Regents with 
a $187,500 gift from the Forest Oil Corporation. 

Mr. Dale H. Dorn, deceased, was the senior member of the Dorn 
family and controlled the Forest Oil Corporation. The Dorn 
family is still deeply involved in the Forest Oil Corporation 
with several family members in executive positions. 

NO PUBLICITY 

28. U. T. Health Science Center - San Antonio: Recommendation 
to Accept a Bequest from the Estate of Dorothy McClure, 
Kerrv~lle, Texas.--

RECOMMENDATION 

The Office of the Chancellor concurs with President Howe's 
recommendation to accept a bequest in the amount of $107,422.91 
from the Estate of Dorothy McClure, Kerrville, Texas. This 
gift will be used for cardiovascular research at the U. T. 
Health Science Center - San Antonio. 

BACKGROUND INFORMATION 

The Charles Schreiner Bank of Kerrville, Texas, was named 
executor of the Estate of Dorothy McClure whose Will requested 
that a medical institution receive twenty-five percent of the 
Estate for cardiovascular research. The American Heart Associ
ation recommended the U. T. Health Science Center - San Antonio 
as a suitable recipient. 

IV. OTHER MATTERS 

U. T. System: Recommendation for Approval of Policy 
Statements, Gu~del~nes, and Amendments to Part Two, 
Chapter V, Sect~on 2.4 {Patent Pol~cy) of the Regents' 
Rules and Regulations w~th Regard to the Management of 
Intellectual Property.--

RECOMMENDATION 

The Office of the Chancellor recommends that the u. T. Board of 
Regents adopt (1) a policy statement and guidelines for agree
ments licensing U. T. System intellectual property, (2) a 
policy statement and guidelines relating to sponsored research 
agreements entered into by component institutions, (3) a policy 
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statement and guidelines for management and marketing of 
intellectual property, and (4) amendments to Part Two, Chap
ter V, Section 2.4 (Patent Policy) of the Regents' Rules and 
Regulations as set forth below. 

It is further recommended that the Executive Secretary to the 
Board, in consultation with the Office of General Counsel, be 
authorized to make appropriate editorial changes in the 
remainder of the Regents' Rules and Regulations that may be 
necessary in order to conform to these pollcles, guidelines 
and amendments. 

Specifically, the Office of the Chancellor recommends that the 
U. T. Board of Regents: 

1. Adopt the following policy and guidelines for licensing 
intellectual property: 

POLICY AND GUIDELINES RELATING TO INTELLECTUAL 
PROPERTY LICENSE AGREEMENTS WITH PRIVATE 
ENTITIES, INCLUDING THOSE FORMED PRIMARILY FOR 
THE DEVELOPMENT AND/OR COMMERCIALIZATION OF 
INTELLECTUAL PROPERTY CREATED AT A COMPONENT 
INSTITUTION OF THE U. T. SYSTEM 

It is the policy of the U. T. Board of Regents that state 
law concerning conflict of interest and Attorney General's 
Opinions interpreting and defining such laws (A.G.'s 
Opinion H-1309 [December 1978], in particular, raises 
and discusses most issues surrounding such conflict of 
interest) be observed by all officers and employees of the 
u. T. system and component·. institutions in their relation
ships with an entity that is the licensee of U. T. System 
intellectual property, including one formed primarily for 
the development and/or commercialization of intellectual 
property created at a component institution of the U. T. 
System. Questions in this regard should be referred to 
the Office of General counsel of the U. T. System for 
consideration. Officers or employees are not prohibited 
from rendering services to such entities as consultants 
under negotiated contracts. On behalf of any component 
institution, the U. T. Board of Regents and the Center for 
Technology Development and Transfer at The University of 
Texas at Austin, acting pursuant to Section 65.45, Texas 
Education Code, may participate in the formation, owner
shlp and operation of corporations, partnerships, joint 
ventures and other activities authorized by such Section 
for the purpose of developing, manufacturing or marketing 
intellectual property. 

The Office of General Counsel shall develop a model 
license agreement for U. T. System intellectual property 
which agreement shall include, as a minimum, the guide
lines set forth below. The model agreement shall be 
submitted to all potential licensees for U. T. System 
intellectual property and individuals involved in negotia
tion of license agreements shall endeavor to achieve 
utilization of the significant aspects of the model 
agreement for all licenses of intellectual property 
rights. 

The following guidelines shall be applicable to license 
agreements with private entities including those formed 
primarily for the purpose of developing and/or commercial
izing intellectual property created at aU. T. System 
component institution: 

a. No entity shall be granted the exclusive right 
to the development and/or commercialization of 
all intellectual property created at aU. T. 
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System component institution. Agreements 
should grant rights only on a specific project 
basis. 

b. If an entity ~s granted the exclusive rights 
with respect to a particular invention, prod
uct, process or other item of intellectual 
property, the agreement should provide that 
such rights will revert to the U. T. Board of 
Regents in the event the entity fails to 
diligently develop and commercialize the 
property within a specified period of time that 
is appropriate to the particular circumstances. 

c. An entity that is granted exclusive rights to 
develop or commercialize intellectual property 
that is patentable should be required to 
reimburse the Board for all expenses incurred 
by the Board in obtaining a patent or, if a 
patent has not been obtained, should be re
quired to prosecute and bear the expense of 
obtaining patent protection for the benefit of 
the Board and, in either event, the entity 
should be required to take all actions neces
sary, including litigation, to protect and 
preserve such patented rights from 
infringement. 

d. The U. T. System, the component institution, 
and the officers and employees of each should 
be protected and indemnified from all liability 
arising from the development, marketing, or use 
of the particular intellectual property. 

e. Restrictions on use by the component institu
tion for research and teaching purposes and the 
publication rights of researchers should be 
minimized. 

f. If the entity fails to develop and commercial
ize the property, any additional technology or 
know-how discovered by the entity should be 
granted back to the U. T. Board of Regents so 
that another entity may be offered the right to 
develop and commercialize the entire technology 
package. 

g. The entity should be required to comply with 
all applicable federal, state, and local laws 
and regulations, particularly those concerning 
biological materials and necessary testing and 
approval by the Federal Drug Administration. 

h. The entity should be required to maintain 
confidentiality with regard to any unpatented 
technology or know-how. 

i. An entity that grants a license or sublicense 
to some other entity for property or technology 
that is in whole or in part derived from or 
based on that which is licensed to the entity 
by the Board, should be required to share with 
the U. T. System: SO% of any royalty received 
by the entity and 50% of any equity position to 
which the entity may be entitled. 
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k. 

License agreements should contain such other 
provisions as may be determined to be in the 
best interest of the U. T. System by the Office 
of Asset Management and the Office of General 
Counsel. 

License agreements are subject to the approval 
of the Board and normally shall be submitted 
as docket items. 

2. Adopt the following policy and guidelines relating to 
sponsored research: 

POLICY AND GUIDELINES FOR THE NEGOTIATION, 
REVIEW AND APPROVAL OF SPONSORED RESEARCH 
PROJECTS WITH NONPROFIT AND FOR PROFIT NON
GOVERNMENTAL ENTITIES 

U. T. System component institutions and individual faculty 
are encouraged to use their best efforts to obtain spon
sored funding for research projects from governmental 
agencies as well as nonprofit and for profit 
non-governmental entities. Each component institution 
should establish an appropriate organizational structure 
to solicit sponsors for research projects and to negotiate 
appropriate agreements with such sponsors with the assis
tance of the Office of Asset Management and the Office of 
General Counsel as provided below. 

While it is recognized that sponsored research agreements 
with governmental entities and some nonprofit entities are 
not normally subject to change through negotiation, the 
Office of General Counsel shall develop a model sponsored 
research agreement that the component institution shall 
submit to all other potential sponsors for research 
projects. 

Additionally, in its Handbook of Operating Procedures, 
each U. T. system component inst1tution shall devise a 
system for early identification of proposed sponsored 
research projects with entities that: (a) have potential 
for significant research results that may be marketable; 
and (b) that are being developed by sponsors who are 
unwilling to utilize the significant aspects of the model 
agreement. Review currently conducted by the Office of 
the Chancellor and the Office of the U. T. System Comp
troller with regard to the appropriateness of any finan
cial obligations on the part of the U. T. System or its 
component institutions will be continued and, in addition, 
all sponsored research agreements evolving from the early 
identification procedure shall be reviewed and approved by 
the Office of Asset Management and the Office of General 
Counsel prior to submission to the Board for approval in 
the institutional docket. In order to facilitate such 
review and approval, the Office of Asset Management and 
the Office of General Counsel should be consulted at an 
early stage with regard to the negotiation of the terms 
that deviate from the model agreement. The Office of the 
Chancellor, the Office of Asset Management, and the Office 
of General Counsel shall adopt procedures that insure 
prompt review and response so that important research 
projects are not delayed by U. T. System Administration 
involvement. 
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It is particularly important that the following guidelines 
be adhered to if at all possible in sponsored research 
agreements with nonprofit and for profit non-governmental 
entities: 

a. The u. T. Board of Regents should own the 
rights to all patentable discoveries, unpatent
able technology, technical know-how, and other 
intellectual property that results from the 
research project. 

b. The sponsoring entity may have an option for 
either an exclusive or non-exclusive right to a 
license to develop and commercialize any 
intellectual property resulting from the 
project for a royalty in an amount to be 
negotiated. 

c. In the event the sponsor exercises the option 
for a license, it should be required to reim
burse the Board for all expenses incurred with· 
respect to a patent that has been secured on 
any patentable discovery or, in the event a 
patent has not been obtained, the sponsor 
should be required to bear the expense of 
securing patent protection for the benefit of 
the Board. 

d. The rights of researchers to publish scholarly 
work with respect to the research project 
should be restricted only to the extent neces
sary to protect the potential value of any 
discovery resulting from the research. 

e. The agreement should contain appropriate 
indemnification from the sponsor for all damage 
or liability that may result when a research 
project involves the use of materials, process
es, or procedures that are furnished by or 
required by the sponsor to be used in such 
project and such damage or liability is not due 
to negligence of the persons performing the 
research. 

f. License agreements that result from the exer
cise of options in the sponsored research 
contracts are subject to the approval of the 
Board through the docket and should contain 
provisions for the reversion to the Board of 
all rights to the intellectual property if it 
is not developed and marketed in a timely 
manner. 

3. Adopt the following policy and guidelines regarding 
management and marketing of intellectual property: 

POLICY AND GUIDELINES FOR MANAGEMENT AND 
MARKETING OF INTELLECTUAL PROPERTY 

The U. T. Board of Regents finds that intellectual proper
ty and technology created at the component institutions 
are valuable assets with potential for commercialization 
for the benefit of the citizens of the State, state 
government, the component institutions, and the U. T. 
System. 
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As a part of its Handbook of Operating Procedures, each 
component institution of the u. T. system shall adopt 
procedures for identifying, evaluating, and marketing 
intellectual property and technology created at the 
component institution: 

a. that are not already subject to an option or 
license pursuant to a sponsored research 
agreement; 

b. that have not been committed to an entity, 
including those formed for the primary purpose 
of development and commercialization of intel
lectual property created at the component 
institution; or 

c. the control of which has been regained by the 
u. T. system through reversion provisions 
contained in license agreements. 

The intellectual property management and marketing proce
dures that are to be included in institutional Handbooks 
of Operating Procedures shall contain provisions that 
recogn1ze and prov1de the opportunity for the creator and 
other knowledgeable institutional personnel to play a 
major role in marketing while making provision for appro
priate involvement of the Offices of Asset Management and 
General Counsel in the management and marketing of the 
assets of the Board. 

In developing handbook procedures, consideration should be 
given to the utilization of the Center for Technology 
Development and Transfer at The University of Texas at 
Austin (established by Section 65.45, Texas Education 
Code) as a means of developing and market1ng ava1lable 
Lntellectual property created at component institutions. 

The Office of General Counsel shall continue to assist in 
marketing efforts through its activities, such as submit
ting available intellectual property and technology to 
appropriate computer data listing services, and to publi
cations that reach prospective licensees. 

The Office of Asset Management shall develop appropriate 
expertise in the area of marketing of technology to 
complement the efforts of the component institutions and 
the Office of General Counsel. 

On a selective basis, the Office of General Counsel and 
the Office of Asset Management with the concurrence of the 
component institution, may utilize the services of intel
lectual property marketing agencies pursuant to contrac
tual agreements that have been approved by the Board. 

4. Amend the Regents' Rules and Regulations, Part Two, 
Chapter V, Section 2.4 to read as follows: 

2.4 Intellectual Property [Fa~eR~] Policy. 

2.41 Statement of Basic Philosophy and Objectives.-
While the discovery of patentable processes or 
inventions and the creation of other 
intellectual property LS not the prLmary objec
tLve of the System, for any such discoveries 
or creations [ffiaae], it is the objective of the 
Board to provide an intellectual property [a 
~a~eR~] policy wh1ch wLll encourage the develop
ment of [e~ek] inventions and other intellec
tual creations for the best Lnterest of the 
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public, the creator [~HVeH~Sf], and the 
research sponsor, lf any [wfieHevef-aH 
~HveH~~sH eee~fs], and that will permit the 
timely protection and dlsclosure of 
such intellectual property [aHy-~a~eH~ae~e 
a~seevef~es7 ] whether by development and 
commercialization after securlng avallable 
protection for the creation [~a~eH~], £x publi
catlOn or both. The policy is further lntended 
to protect the respective interest of all 
concerned by ensuring that the benefits of 
such property [~a~eH~s] accrue to the public, to 
the lnventor, to the System and to sponsors of 
specific research in varying degrees of protec
tion, monetary return and recognition, as 
circumstances justify or require. 

2.411 Each component institution may develop 
ln lts Handbook of Operatlng Procedures 
addltlonal pollCles and rules covering 
the subJect matter of thls sectlon not 
inconsistent Wlth thls sectlon or other 
pollcles or procedures adopted by the 
Board. 

2.42 General Policy. 

2.421 

2.422 

2.423 

2.424 

The intellectual property [~a~eH~] policy 
as adopted shall apply to all persons 
employed by the component institutions of 
the System, to anyone using System 
facilities under the supervision of 
System personnel, and to postdoctoral and 
predoctoral fellows. 

This policy shall aptly to intellectual 
property creatlons o all types, regard
less of whether patentable, except for 
faculty or staff authored written work 
that is not produced elther as work for 
hlre or as a part of the regular work 
responsibllitles of the author. 

[~~4~~] It is the intent of this policy 
to permit the creator of intellectual 
property [s~ai{-memeefs] maximum freedom 
ln respect to their creations ({~HS~H~s], 
consistent with their obllgations to the 
System. Any person affected by this 
policy who as a result of his or her 
activities creates intellectual ro ert 
(feseafefies-makes-a-a~seevefy other than 
on certain government or other sponsored 
research projects, where individual grant 
agreements provide otherwise, should have 
a major role in (fe~a~H] the ultimate---
determlnatlon of (f~~a~-~e-aee~ae] how it 
lS to be made public -- by publication, 
by development and commercialization 
after securln avallable rotectlon for 
the creatlon ~a~eH~~H~ , or both. 

(~~4~3] Property rights in intellectual 
property [~HVeH~~sHs] will be based on 
the degree of System support, as herein
after specified. 
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2.425 [~~4~4] The System, with the cooperation 
of the component institution, w~ll 
provide [~a~eH~] rev~ew and management 
services for patentable inventions as 
well as other intellectual property 
e~ther by its own staff, through a 
related Foundation, or by other means. 

2.426 [~~4~5] It is a basic policy of the 
System that intellectual Eroperty 
[~a~eH~s] be developed pr~mar~ly to serve 
the public interest. This objective 
usually will require [~a~eH~] development 
and commercialization by nonexclusive 
l~cens~ng but the public interest may 
best be promoted by the granting of a 
limited exclusive license or even an 
exclusive license for the period of the 
patent. These determinations will be 
recommended and made in accordance with 
the administrative procedures hereinafter 
set out and with the approval of the 
Board. 

2.43 Institutional Patent Committees and System 
Intellectual Property [Fa~eH~] Office. 

2.431 Patent Committees: To help administer 
the intellectual property [~a~eH~] policy 
at each component ~nst~tution and to make 
recommendations to chief administrative 
officers for further referral to the 
Office of the Chancellor and the Board 
(in those cases when action by the Office 
of the Chancellor and/or the Board is 
required), Institutional Patent Commit
tees shall be established as directed by 
the Office of the Chancellor. Each 
institution at its option may use-the 
term "Intellectual Property Committee" 
in lieu of "Patent Committee." 

2.432 System Intellectual Property [Fa~eH~] 
Office: To ass~st the Inst~tutional 
Patent Committees to provide [~eefifi~ea~] 
advice to individual faculty and staff 
members in intellectual property [~a~eH~] 
matters and to coord~nate deta~ls in 
respect to [~a~eH~] procedures for 
protecting and marketing intellectual 
property, a System Intellectual Pro~erty 
[Fa~eH~] Office shall be establ~she . 

2.44 Classification of Discoveries by Source of 
Research Support. 

2.441 The intellectual property is unrelated 
to the ~ndiv~dual's employment responsi
b~lity, [~a~eH~ae~e-%aea] has been 
developed as a result of the ind~vidual's 
efforts on his or her own time, with no 
[a~~ee~] System support or use of Sys
tem's facilities. 

2.442 The intellectual property is related to 
the ind~vidual's employment responsi
b~lity, [~a~eH~ae~e-%aea] has resulted 
from activities [~esea~efi] performed by 
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the individual on System time, with 
support by State funds, or using system 
facilities. 

2.443 The intellectual property [~a~eH~as~e 
~aea] has resulted from research 
supported by a grant or contract with 
the Federal Government or an agency 
thereof, [er-w~~] a nonprofit or for 
profit non-governmental entity 
[feHHaa~~eH], or by a private gift to the 
System. 

[~~444 ~~e-~a~eH~as~e-~aea-~ae-reeH~~ea-freffi 
reeeare~-eH~~er~ea-sy-eeffiffiere~a~-eeHeerHe 
er-~HaHe~ry~J 

2.45 Property Rights and Obligations. 

2.451 Intellectual to the 
1nd1V1dual's em lo ent res ons1b1l1t 
that 1s Pa~eH~aB~e-~aeae] developed on 
an 1nd1vidual's own time and without 
[a~ree~] System support or use of System 
facilities (see 2.441) is [are] the 
exclusive property of the creator 
[~HveH~er], and the System has no inter
est in any such property [~a~eH~ 
es~a~Hea~] and no cla1m to any profits 
resulting therefrom. Should the creator 
[~HveH~er] choose to offer the creat1on 
[~~s-~RVeH~~eR] to the System, the 
Institutional Patent Committee shall 
recommend as to whether the system should 
support and finance a [~~e] patent 
application or other-available protec
tive measures and manage the [~a~eR~] 
development and commercialization of the 
property. If the creator [~RveR~er] 
makes the [~~e] offer after obtaining a 
[~~e] patent or other protection, the -
Institutional Patent Committee shall 
recommend as to whether the System should 
reimburse the creator [~RveR~er] for 
[~~e] expenses 1n obtaining such 
protection [~e-~a~eR~]. If the Patent 
Comm1ttee recommends and the creation 
[~RveR~~eH] is accepted for [~a~eR~] 
management by the System, the procedures 
to be followed and the rights of the 
parties shall be those set out in 
Subsection 2.4523 [~~4~~4] following. 

2.452 Intellectual property related to the 
1ndiv1dual's em lo ent res ons1b1l1t , 
[Pa~eR~as~e-~aeae result1ng from actlvi
ties [reeeare~] performed on System t1me, 
w1th support by State funds, or using 
System facilities. (See 2.442.) 

[~~4~~~-~~e-~RveR~er-may-e~eeee-~e 
~ae~~s~-~~e-ae~a~~s-e£-a~s 
reeeare~-aHa-Re~-~e-~a~eR~~l 

2.4521 [~~4~~~] Before [er-a{~er] 
publishing, a creator of intel
lectual property that {a) relates 
to the ind1v1dual's employment 
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responsibility, [~f-~fie-~sves~e~ 
aee~aes-~e-~a~es~-~aeas] 1£1 
results [~esH~~~H~] from 
activlties [~esea~efi] done on 
System tlme, (c) is created with 
support by State funds, or (d) 
is created using System faclll
tles, [fie] shall submit such 
creations [~aeas] to the Insti
tutlonal Patent Committee for 
determination of the System's 
interest. In those instances, 
however, where delay would 
jeopardize obtaining the 
appropriate protection for the 
property [~a~eH~], the creator 
[%H¥eH~e~] may, with the approval 
of the Chairman of the Institu
tional Patent Committee and the 
chief administrative officer, 
file a [~fie] patent application 
or take other steEs to obtain 
avallable protectlon prlor to 
the Commlttee and administrative 
review provided in the following 
two subsections. If the request 
is granted, the creator 
[~H¥eH~e~] may proceed with the 
filing of a [fi~s] patent applica
tion or other available protec
tive measures pendlng the deter
mlnatlon of the System's interest 
[as-~~ev~aea-ue~e~s]; provided, 
however, that the creator 
[~sves~e~] shall be relmbursed 
for [fi~s] expenses in filing the 
patent application or taking 
other steps to obtaln protection 
if the decision of the system ls 
to assert and exploit its inter
ests. The Chairman of the 
Institutional Patent Committee 
shall notify the System 
Intellectual Property [Pa~eH~] 
Office of any such application. 

2.4522 [~~4~~3] If the Institutional 
Patent Committee recommends that 
the System not assert and exploit 
its interest, and that recommen
dation is approved by the System 
Intellectual Property Office 
[Pa~eH~ eff%ee~] and the Office 
of the Chancellor, the creator 
[~sves~e~] shall be notlfied 
within ninety (90) days of the 
date of submission that he or 
she is free to obtain and exploit 
a patent or other intellectual 
property ln hls or her own rlght 
an~the System shall not have any 
further rights, obligations or 
duties thereto. (In some 
instances, the Committee may 
elect to impose certain limita
tions or obliga-tions, dependent 
upon the degree of System 
support.) 
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2.4523 [a~45a4] If the System decides 
to patent or seek other avail
able protect1on for 1ntellectual 
property in wh1ch 1t dec1des to 
[aHa] assert and explo1t its 
interest, it shall proceed either 
through its own efforts or those 
of an appropriate private firm or 
attorney [a-~a~eR~-a~eR~] to 
obta1n protection and manage the 
intellectual property [~a~eR~]. 
Under appropr1ate c1rcumstances, 
and with the consent of the 
General Counsel and the approval 
of the Attorney General, 
component 1nst1tut1ons may 
arrange to have services to 
obta1n protect1on for 
1ntellectual property performed 
by a local outs1de attorney on a 
case-by-case bas1s. It shall be 
mandatory for all employees, 
academic and nonacademic, to 
assign the rights to intellectual 
property [%RVeR~~eRs] and patents 
to the Board [6ys~em] when 
such creat1ons [~e-~a~eR~ae~e 
%RVeR~%eRs] fall within Section 
2.452. The division of royalties 
or other income, after cost of 
licensing and obta1n1ng a patent 
or other protect1on for the 
property [~a~eR~%R~-aRa 
~%eeRs~R~-ees~s] have first been 
[ae~R~] recapture~hall be-as
follows: 

[9-$5 79991~5~-~e-fRVeR~er] 
[a5~-~e-6ys~em 

5,999-~9,999159~-~e-fRveR~er] 
50% to [6ys~em 

aaeve-~9,999la5~-~e1 creator 
[fRveR~er] 

50% [~5~] to System 
With the prior approval of the 
Board as an agenda 1tem, a 
component 1nst1tut1on may include 
prov1s1ons in 1ts Handbook of 
Operat1ng Procedures to ad]ust 
the allocatlon of royalties set 
forth here1n, but 1n no event 
shall the creator rece1ve more 
than 50% or less than 25% of such 
proceeds. The d1vls1on of 
royalties and other income from 
patents or other intellectual 
property managed by an 
1ntellectual ro ert mana ement 
concern a ~a~eR~ a~eR~] Wlll be 
controlled by the terms of the 
System's agreement w1th such 
concern [a~eR~], as approved by 
the Board. Any other deviation 
from this rule requires the prior 
approval of the Board. 

2.453 Intellectual property [Pa~eR~aa~e-~aeas] 
result1ng from research supported by a 
grant or contract with the Federal 
Government, or an agency thereof, [er] 
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with a nonprofit or for profit 
non-governmental entity, [~eaRaa~~eR] or 
by a prlvate gift to the System. 
(See 2.443.) 

2.4531 Administrative approval of 
application requests to, and 
acceptance of grants or contracts 
with, the Federal Government, or 
any agency thereof, [er] with a 
nonprofit or for profit 
non-governmental entlty, 
[~eaRaa~%eR] or a prlvate donor 
that contain provisions that are 
not conslstent wlth this pollcy, 
or other pollcles and guldellnes 
adopted by the Board from tlme 
to tlme lmplles a deflnlte 
declSlOn that the value to the 
System of receiving the grant or 
performing the contract outweighs 
the impact of any 
non-conforming provisions 
of the grant or contract on 
[resa~~%R~-efiaR~e-~R] the basic 
intellectual ro ert olicies 
and guldellnes [~a~eR~-~e~%ey of 
the System. 

2.4532 The intellectual property 
policles and guldellnes [~a~eR~ 
~e~%ey] of the System are [~s] 
subject to, and thus amended and 
superseded by, the specific terms 
pertaining to intellectual 
~roperty [~a~eR~] rlghts lncluded 
ln Federal grants and contracts, 
or grants and contracts with 
nonprofit and for profit 
non-governmental entlties 
[~eaRaa~%eRe] or private donors, 
to the extent of any conflict. 

2.4533 In those instances where it 
is possible to negotiate 
System-wide intellectual property 
[~a~eR~] agreements Wlth the 
Federal agencies or nonprofit and 
for refit non- overnmental --
entltles, [~eaRaa~%eRs "or 
prlvate donors and thereby obtain 
more favorable treatment for the 
creator [~RveR~er] and the 
System, every effort will be made 
to do so with the cooperation 
and concurrence of the Offlce of 
Asset Management and the 
Intellectual Property Office 
after consultatlon Wlth the 
Institutional Patent Committee 
and the chief administrative 
officer. 

2.4534 Employees of the System 
whose.intellectual property 
creatlons [~a~eR~aa~e-%aeas] 
result from a grant or contract 
with the Federal Government, or 
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any agency thereof, [er] with a 
nonprofit or for profit 
non-governmental entity, 
[feHaaa~~ea] or by pr~vate gift 
to the System shall make such 
assignment of such creations 
[~avea~~eae-er-~a~ea~e] as ~s 
necessary in each case in order 
that the system may discharge its 
obligation, expressed or implied, 
under the particular agreement. 

[~~454-Pa~ea~aa±e-~aeae-reeH±~~R~-freffi-reeearefi 
eH~~er~ea-ay-a-~raR~-er-eeR~rae~-w~~fi 
eeffiffiere~a±-eeaeerae-aaa-~aaHe~ry~-+see 
~~444~7 

[~~454~-~fie-Sye~effi-reee~~~ee-~fie 
aeaaeffi~e-aavaa~a~ee-wfi~efi-ean 
eeffie-freffi-e±eee-ee~ea~~f~e 
eee~era~~ea-ae~weea-~fie-reeearefi 
e~affe-ef-~fie-Sye~effi-aaa-~fie 
reeearefi-e~affe-ef-~RaHe~rY~ 

[~~454~-~fie-~rev~e~eae-ef-je~a~-reeearefi 
arraa~effiea~e-w~~-~RaHe~ry-efia±± 
~ake-~a~e-aeeeHR~-fa7-~e-eH~ea~ 
ef-~fie-~RaHe~r~a±-~ar~ie~~aa~~e 
eea~r~BH~~ea-ef-fHaae-aaa-e~er 
eervieee7-~ae±Haia~-HR~~He 
kaew±ea~e.,.-fa7-~fie-~ffi~er~-ef-~fie 
je~a~-effer~-ef-~e-reeearefi-aaa 
eaHea~~eRa±-~re~raffi-ef-~fie 
Sye~effi.,.-fe7-~fie-~re~ee~~ea-ef-~e 
~ereeaa±-aefi~evemea~e-ef-~e 
Sye~em-~ar~~e~~aa~-er-~ar~~e~
~aa~e.,.-aaa-fa-7-ffiee~-~ffi~er~aa~±y, 
~fie-~R~eree~-ef-~fie~s~a~e-aaa-~~e 
e~~~seae-wfie-~rev~ae-aaeie-fieea± 
eH~~er~~ 

[~~4543-Ba±aae~R~-~fie-e~~~iee-ae~weea 
~fieee-aifferea~-ia~eree~e-ffiay 
re~ire-~fie-je~a~-arraR~effieR~-~e 
eea~a~R-~rev~e~eae-fer-fa7-ReR
eHe±Heive-±~eeae~R~"t-f57-~raa~~R~ 
eHe±He~ve-~aferma~~eR-~r~er-~e 
~H5±~ea~~ea-er-~a~ea~-a~~±~
ea~~ea.,.-fe7-reya±~y-free-aea
eHe±He~ve-±~eeaee.,.-fa7-eH
e±He~ve-±~eeaee-fer-eeme-±~m~~ea 
~er~ea-ef-~~ffie.,.-fe7-eHe±He~ve 
±ieeaee-fer-~fie-~~fe-ef-~e 
~a~ea~.,.-er-ff7-eHefi-e~er-~re
v~e~eae-ae-w~~~-~re~er~y-e~a~e 
~fie-e~~~~ee-iave±vea7-~ae±Ha~R~ 
~fie-r~~fi~-ef-~fie-Sye~effi-~e-~er
ffi~Ra~e-aR-eHe±He~ve-±~eeaee-H~ea 
fa~±Hre-ef-~fie-~RaHe~r~a±-~ar~~ei
~aa~-~e-aeve±e~-er-eH~±e~~-~e 
~RVeR~~eR-~R-a-ffiaRRer-WH~efi-w~±± 
eafiaaee-~fie-~a~eree~-ef-~fie 
~Ha±~e~ 

[~~4544-A~~-eHefi-arraR~emea~e-er-eea
~rae~e-w~~fi-~RaHe~r~a±-~ar~~ei
~aa~e-efia±±-ae-a~~revea-~a 
aavaaee-ay-~fie-fae~~~H~~eaa± 
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Pa~eR~-Ee~~~~ee-aRa-reee~eRaea 
aRa-a~~revea-ey-~ae-ea~ef-aam~R
~s~ra~~ve-eff~eer,-~ae-9ff~ee-ef 
~ae-EaaRee~~er,-aRa-~ae-Beara~ 

[~~4545-Effl~~eyees-ef-~ae-sys~em-waese 
~a~eR~ae~e-~aeas-res~~~-frem-re
searea-s~~~er~ea-ey-a-~raR~-er 
eeR~rae~-w~~a-ee~ere~a~-eeReerRS 
er-~Ra~s~ry-saa~~-make-s~ea 
ass~~RffleR~-ef-~RVeR~~eRs-er 
~a~eR~s-as-~s-Reeessary-~R-eaea 
ease-~R-eraer-~a~-~ae-Sys~em-may 
a~sefiar~e-~~s-ee~~~a~~8RS7 
e*~ressea-er-~m~~~ea,-~Raer-~ae 
~ar~~e~~ar-a~reemeR~~l 

2.46 Any agreement altering substantially the basic 
intellectual property [~a~eR~] pol1cy of the 
system as set out in the preceding sections 
and other policies and guidelines that may be 
adopted by the Board shall have the advance 
approval of [~ae-Pa~eR~-Ee~~~~ee,] the chief 
administrative officer, the Office of the 
Chancellor, and the Board as an agenda item. 

2.47 [BR~Vers~~y] Income from Intellectual Property 
[Pa~eR~s]. The portion of the net 1ncome the 
System retains from royalty or other 
intellectual property [~a~eR~]-related income 
shall be used first to defray the expenses, if 
any, of the System Intellectual Property ---
[Pa~eR~] Office[,-~f-aRy7 ] and thereafter, as 
approved by the Board, for research purposes at 
the component institutions where the income 
providing creation [~RveR~~eR] originated. At 
the opt1on of a component institution, such 
income may be accumulated 1n an endowment fund 
administered by the Offlce of Asset Management 
w1th the 1ncome to be distributed to the component 
institution for such purposes as may be approved 
by the Board. 

2.48 Implementation of Intellectual Property [Rev~sea 
Pa~eR~] Policy. The Office of Asset Management 
and the Office of General Counsel through the 
system Intellectual Property Off1ce shall 
pre~are and d1str1bute to the component lnsti
tutlons such Model Agreements and recommended 
procedures as may be cons1dered approprlate for 
the 1mplementat1on of the [A-Fa~eR~-Preeea~res 
~aR~a~-saa~~-ee-aeve~e~ea-~e-~rev~ae-fflere-ae~a~~ 
as-~e-~reeea~res-~e-ee-ee-fe~~ewea-~Raer-~Be 
var~e~s] provisions of this policy as well as 
other policies and guidelines adopted by the 
Board. 

5. Authorize the Executive Secretary to the Board, 1n consul
tation with the Office of General Counsel, to make appro
priate editorial changes in the remainder of the Regents' 
Rules and Regulations that may be necessary in order to 
conform to the foregoing policies, guidelines, and amend
ments related to intellectual property. 

L&I - 51 



BACKGROUND INFORMATION 

In recent years there has been a significant decline in funding 
from federal agencies for research that bridges the gap between 
academic results and practical applications. During the same 
period, because of the increase in cost of conducting research 
in-house, non-governmental entities have turned to institutions 
of higher education to perform specific research projects 
through sponsored research agreements. More recently, venture 
capitalists have exhibited high interest in forming corpora
tions for the specific purpose of developing and commercializ
ing intellectual property and technology that results from 
research efforts at institutions of higher education. The 69th 
Texas Legislature, through study committees established by the 
68th Legislature and legislation that was introduced, evidenced 
a significant interest in the utilization of the research 
capabilities of institutions of higher education in the promo
tion of high technology industries for the State of Texas. 
Significant among the legislation that passed are bills that: 

a. direct state institutions of higher education 
to develop an intellectual property management 
plan and file it with the Coordinating Board, 
Texas College and University system by 
January 1, 1986 (The Coordinating Board has no 
regulatory or approval authority with respect 
to the plans, but is simply a repository.); 

b. authorize the Board of Regents of The Universi
ty of Texas System to establish a Center for 
Technology Development and Transfer at The 
University of Texas at Austin (The u. T. Board 
of Regents and the Center are given broad 
authority to enter into various types of 
entrepreneurial business arrangements for the 
purpose of developing and commercializing 
intellectual property on behalf of all compo
nent institutions of the U. T. System.); 

c. seek to induce the federal government to select 
the State of Texas for the location of the 
Super-conducting Super Collider Accelerator 
research project by authorizing the u. T. Board 
of Regents to either select a site for the 
project on Permanent University Fund land or to 
condemn land in West Texas to be used in 
conjunction with Permanent University Fund land 
for such site; 

d. create a state agency for the purpose of 
persuading the federal government to locate 
federally funded research projects in the State 
of Texas; 

e. simplify state purchasing procedures for 
research equipment at state institutions of 
higher education; 

f. create a $35,000,000.00 high technology fund to 
be used for research projects at state institu
tions of higher education; and 

g. remove uncertainty as to the ability of insti
tutions of higher education to protect proprie
tary information in response to requests for 
information under the Texas Open Records Act. 
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The Land and Investment Committee of the U. T. Board of Regents 
has also recognized the potential for the development and 
commercialization of intellectual property created at component 
institutions. In 1984 the chairman of the Land and Investment 
Committee authorized a study to be conducted by an advisory 
committee composed of persons who were directors of intellectu
al property programs at several large universities, the head of 
the patent department of a large industrial corporation, the 
president of a large engineering firm, an organizer of venture 
capital groups for investment in intellectual property pro
jects, and a prominent patent attorney. It was the consensus 
of the committee that the u. T. System should have an active 
centralized intellectual property management program that also 
permits the component institutions to have autonomy in the 
solicitation of funded research projects and to have a major 
role in the identification and marketing of intellectual 
property with commercial potential. 

The foregoing policies, guidelines and amendments to the 
Regents' Rules and Regulations are recommended as appropriate 
steps for the development and implementation of a comprehensive 
intellectual property program for the U. T. System and its 
component institutions. They are the next logical step in the 
ongoing efforts of the U. T. System and its component institu
tions to develop a viable intellectual property management 
program. 

They also reflect the knowledge gained as a result of the 
Chancellor's December 21, 1984 request that each component 
draft its own intellectual property plan. The responses to 
that inquiry revealed the exceptionally heterogeneous needs of 
the components, which are recognized and reconciled in the 
foregoing. 

The recommended policies, guidelines and amendments to the 
Regents' Rules and Regulations gives U. T. System Administra
tion and the component 1nstitutions the flexibility to develop 
license agreements, sponsored research contracts and procedures 
related thereto that meet the specific needs of an individual 
component instituiton. They are also an appropriate response 
to the interest expressed in such a program by the 69th Texas 
Legislature and to the recommendations of the advisory commit
tee authorized by the Land and Investment Committee. 
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Executive Session of the Board 



Date: 

Time: 

BOARD OF REGENTS 
EXECUTIVE SESSION 

Pursuant to Vernon's Texas Civil Statutes 
Article 6252-17, sect1ons 2(e), (f) and (g) 

December 6, 1985 

The Board will recess to Executive Session, if time 
permits, on Thursday afternoon and continue at 
9:00 a.m. on Friday morning. If the regular agenda 
on Thursday does not permit sufficient time to begin 
the Executive Session, it will convene at 9:00 a.m. 
on Friday. 

Place: Falcon Room, Classroom Building, U. T. Permian Basin 

1. Pending and/or Contemplated Litigation - Section 2(e) 

a. u. T. Health Science Center - Houston: Pro
posed Settlement of Medical Malpractice 
Litigation 

b. u. T. Health Science Center - San Antonio: 
Proposed Settlement of Medical Malpractice 
Litigation 

2. Land Acquisition, Purchase, Exchange, Lease or Value of 
Real Property and Negotiated Contracts for Prospective 
Gifts or Donations - Section 2(f) 

a. U. T. Austin: Consideration of Negotiated 
Gift/Acquisition of Library Collection 

b. u. T. Austin: 
Contract with 
Lease of Real 

Consideration of Negotiated 
Regard to Drainage Easement/ 
Estate 

c. U. T. Permian Basin: Consideration of Nego
tiated Contract for the Acquisition/Gift of 
Real Property 

d. U. T. Health Science Center - Houston and 
U. T. Cancer Center: Consideration of a 
Negotiated Contract for Land Acquisition 
in the Vicinity of the Texas Medical Center, 
Houston, Texas 

3. Personnel Matters [Section 2(g)] Relating to Appointment, 
Employment, Evaluation, Assignment, Duties, Discipline, 
or Dismissal of Officers or Employees 
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EXECUTIVE SESSION 

SUPPLEMENTAL MATERIAL 

December 5 - 6, 1985 

2c. u. T. Permian Basin: Consideration of Negotiated Con
tract for the Acquisition/Gift of Real Property.--

Attached is a concept paper for the Proposed Permian Basin 
Center to be discussed by President Leach and Executive Vice 
Chancellor Duncan in Executive Session at the December meeting. 
As noted on Page Ex.s - 7 and assuming current negotiations 
progress as planned, the Board will be asked to: 

a) agree in principle with the concept for a Permian 
Basin Center for Energy and Economic Diversification 
to be established at U. T. Permian Basin, 

b) authorize the Executive Committee of the Board in 
association with Executive Vice Chancellor Duncan, 
President Leach, and General Counsel Crowson to 
continue negotiations with Permian Basin representatives 
related to acquisition and/or gift of real property 
for use and benefit of the proposed Center, and 

c) accept the $500,000 planning grant from the Odessa 
Industrial Development Corporation. 
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DRAFT #3 
11/15/85 

Proposed Permian Basin Center for Energy and Economic Diversification 

Purpose: 

The proposed Permian Basin Center for Energy and Economic Diversification, 
hereinafter called the Center, is to assist the Permian Basin region to diver
sify its economy by the application of research results, commercialization of 
technological developments, introduction of new technologies and various 
entrepreneurial activities. 

Conditions or Assumptions: 

0 The Permian Basin and its rich mineral resources are a primary source of 
wealth to The University of Texas System, other institutions of higher 
education, and the State of Texas. 

o The economy of the Permian Basin is highly dependent upon the oil extrac
tion industry; and with recent economic fluctuations in the industry, 
there is need for addressing economic diversification of the area. 

o There is strong community, governmental, and industrial support for a 
regional economic development and diversification effort as evidenced by 
a) the availability of risk capital and b) a strong entrepreneurial spirit 
exemplified by large numbers of locally owned and controlled businesses. 

o The University of Texas System has the largest research base in the State, 
a source of knowledge that can lead to new commercial enterprises, and is 
dedicated by general policy to committing these resources to the economic 
development and diversification efforts of the State and particularly to 
the regions in which the System has institutions of higher education. 

o As a part of a larger international community of scholars, The University 
of Texas System can provide a connection between local entrepreneurs and 
the originators of commercially useful new ideas outside the University 
System. 

0 U. T. Permian Basin, a component of the U. T. System, is a strategically 
located public institution which can identify and mobilize resources in 
the region, the U. T. System and the larger higher education community, 
the State, and the. Nation and provide the necessary host role, through 
leadership, facilities, and support services, required to initiate a broad 
based initiative of economic diversification for the region. 
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Operational Concept: 

To achieve the purposes of economic diversification, the Center will bring 
together research scientists and producers of new knowledge with entrepre
neurs from the region who will improve existing businesses and products and 
develop new products and commercial enterprises based upon this new knowledge 
and information. Primary emphasis will be given to products and business 
ventures related to the oil industry and to existing business in the region. 
Specifically, the proposed center will: 

a) Provide an information base, especially, information about the oil 
industry, which may be of value to the developers of new or improved 
products and services; 

b) Identify potential projects based upon an ongoing review of research in 
progress within the U. T. System and elsewhere; 

c) Provide physical space for joint use by commercial developers and uni
versity personnel to use in product or business development (i.e. serve 
as a business incubator); 

d) Identify potential licensees and assist in the formulation of new venture 
capital companies; 

e) Develop, refine, field test and market test new products prior to seeking 
a licensee or other organization to develop the product; 

f) Enter into contracts and accept grants for applied research which has the 
potential of leading to or supporting new products or businesses (This 
applied research may be conducted by the staff of the Center and/or the 
faculty and staff of U. T. Permian Basin, other components of the U. T. 
System, or other institutions of higher education, industrial research 
groups, or some combination of these); 

g) Invite other U. T. System operations with specific interests or likely 
contributions to the Permian Basin to establish field stations and/or 
research units in Center facilities and provide the necessary host 
support. Organizations and units for potential consideration include 
but are not limited to: 

Bureau of Economic Geology-- U. T. Austin 
Petroleum Technology Extension Service (PTEX) 
Engineering Technology Venture Center-- U. T. Austin 
Advanced Robotics Research Institute-- U. T. Arlington 
U. T. System Land Office (Land Management Demonstration 

Projects) 
Bureau of Business Research -- U. T. Austin 
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Organization and Location: 

0 

0 

The Center will be located on a site approximately equidistant between 
the cities of Midland and Odessa. 

The Center will be administered by U. T. Permian Basin but will draw upon 
the resources of other component institutions of the U. T. System as 
appropriate. 

o A policy advisory committee consisting of representatives from the region 
and from component institutions will recommend to the president of the 
University and to the Executive Vice Chancellor for Academic Affairs 
policies and procedures to be followed by the Center. 

0 As appropriate, the Center will serve as a host to a variety of other 
university centers, institutes, bureaus, laboratories and special units. 

o The Center Director will report to the President of U. T. Permian Basin. 
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Financing Concept: 

0 

0 

0 

0 

0 

Initial development of the Center is to be financed through a planning 
grant of $500,000 (payable at $8,000 per month for 5 years) from the 
Odessa Industrial Development Corporation (OIDC). This grant is already 
committed, is unrestricted and will cover initial development and opera
tional expenses to include employment of a Director and minimal support 
staff. 

The initial capitalization 
and other gifts and grants 
operations of the Center. 

of the Center will come from a gift of land 
designed to endow the basic maintenance and 
Specific prospects to date include: 

a. Land consisting of between 140 and 320 acres and located 
approximately midway between Midland and Odessa, in close 
proximity to the airport, to be donated by a Midland family. 

b. Prospects now being negotiated include three large cash gifts 
totaling an estimated $5.5 million to provide for the initial 
building and equipment*, to underwrite initial operating costs 
(first 36 months), and to defray and/or endow ongoing operating 
costs. 

*First building anticipated is a general purpose facility of 
approximately 30,000 square feet for administrative offices, 
laboratories, a library, computer facilities, and workspace. 
Estimated cost is $1,250,000 to include site preparation, 
utilities and landscaping. 

Building rental income will be retained to help amortize the cost of 
initial construction, provide funds for future expansion, and cover 
operational expenses. 

Local entrepreneurs and venture capitalists will be sought to fund 
specific projects with identified commercial potential. 

Licensing fees, royalty income, or other earnings, will be retained in 
the Center for further development of the Center's activities. 

o Cost of identifying potential projects and carrying them from laboratory 
concept to the stage where they may be attractive to outside developers 
will be funded from a combination of gifts and grants, any special appro
priations which may be made for that purpose, and earnings from earlier 
ventures. 

o Original research throughout the System and at other universities will 
be financed in the usual manner and will not normally be supported through 
the Center. 
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Projected Timetable and Development Plan: 

0 

0 

0 

Immediate actions: 
Ask Board of Regents a) to agree in principle with the concept for a 
Permian Basin Center for Energy and Economic Diversification to be estab
lished at U. T. Permian Basin, b) to authorize the Executive Committee of 
the Board in association with Executive Vice Chancellor Duncan, President 
Leach, and General Counsel Crowson to continue negotiations with Permian 
Basin representatives related to acquisition and/or gift of real property 
for use and benefit of the proposed Center, and c) to accept the $500,000 
planning grant from the Odessa Industrial Development Corporation. 

Near term actions: Employ initial Center Director to begin development of 
the Center to include identification of potential projects and participants, 
to lead the physical development of the Center, and to lead fund raising 
and other development activities. 

Future actions: 
Develop detailed financial plan including a fundraising 
program and a request for appropriations. 

Prepare detailed operating plan 

Design and construct initial facilities 

Ex.S - 7 
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