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U. T. Health Science Center - Houston and 
U. T. Cancer Center: Consideration olf a 
Negotiated Contract for Land Acquisit\\Q~ 
in theVicinity of the Texas Medical " ........ 
Center, Houston, Texas (Deferred) 

U. T. Health Science Center - Dallas: 
Michael S. Brown, M.D., and Joseph L. 
Goldstein, M.D., Designated Regental 
Professors (Regents' Rules and Regula- 
tions, Part One, Chapter III, Subsec- 
tion 1.86); Authorization for Special 
Research Allocation Related Thereto; 
and Statement by Chairman Hay 

U. T. System: Consideration of Matters 
Related to the Initiation of a Permanent 
University Fund Commercial Paper Program 
(Withdrawn) ~ 

U. T. Tyler: Consideration of Matters 
Related to the Acquisition of Facilities ~: 
for Student/Faculty Housing (Withdrawn) 

U. T. System: Authorization to Add Rotan 
Mosle, Inc., Houston, Texas, and Merrill 
Lynch Capital Markets, New York, New York, 
as Co-Managing Underwriters; Approval of 
Resolution Authorizing Issuance, Sale and 
Delivery of Board of Regents of The Uni- 
versity o5 Texas System Permanent Univer- 
sity Fundi~Refunding Bonds, Series 1985; 
in the Amount of S345,970,000 and Resolu- 
tion Authorizing Execution of Escrow 
Agreement; Designation of MBank, N.A., 
Austin, Texas, as Paying Agent/Registrar 
and InterFirst Bank Dallas, N.A., Dallas, 
Texas, as Escrow Agent; and Authorization 
for Officials to Take Appropriate Actions 
Related to Advance Refunding 
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MEETING NO. 8"12 
['.\ 

THURSDAY, OCTOBER 24, i985.--The members of t/~~Board of Regents'~... 
of The "" " U n ~ v e r s l ~ y  o f  T e x a s  S y s t e m  c o n v e n e d  a t  ! ~ : . 0 0  a . m  o n  
Thursday, October 24, 1985, in Room E-6.200 of the'Fred F. 
F l o r e n c e  B i o i n f o r m a t i o n  C e n t e r  a t  The  U n i v e r s i t y  o f  : ~ e x a s  H e a l t h  
Science Center at Dallas, Dallas, Texas, with the fol£owing in 
attendance: '~ ~ ~ 

B 

ATTENDANCE.-- 

Present 
Chairman Hay, presiding 
Vice-Chairman Baldwin 
Vice-Chairman Ratliff 
Regent Blanton 
Regent (Mrs.) Milburn 
Regent Rhodes 
Regent Yzaguirre 

Absent* 
Regent (Mrs.) Briscoe 
Regent Roden 

Chancellor Mark 

Executive Secretary Dilly 

Executive Vice Chancellor Duncan 
Executive Vice Chancellor Mullins 
Executive Vice Chancellor Patrick 

Chaixman Hay announced a quorum present and called the special 
meeting of the Board to order. 

RECESS FOR EXECUTIVE SESSION.--Chairman Hay announced that the 
Board would recess for a short executive session to discuss 
certain land acquisition'and personnel matters in accordance 
with the appropriate sections of Vernon's Texas civil Statutes 
and would then reconvene in open session. 

RECONVENE.--At 10:35 a.m., the members of the Board reconvened 
in open session to consider the items listed on the agenda. 
In response to Chairman Hay's inquiry regarding the wishes of 
the Board, the following actions were taken: 

I. 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 (Deferred).--Chairman Hay reported tha~ 
the item related to a negotiated contract to acquire land 
in the vicinity of the Texas Medical Center, Houston, 
Texas, for the benefit of The University of Texas Health 
science Center at Houston and The University of Texas 
System Cancer Center' had been deferred until the Decem- 
ber meeting and that negotiations would continue in the 
meantime. 

i ~ . .~-" 

*Regents Briscoe and Roden and Chancellor Mark were excused 
because of previous commitments, i ~:- 
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r" u. T. Health Science Center - Dal!as: Michael S. Brown, M.D.. 
and Joseph L. Goldstein, M.D.: Designated Re~ental Professo'rs 
(Regents' Rules and Re~p/lations, Part One, Chapter IIl, Sub- 
sectlon 1.86) ; Authorization for Special Researc~ Allocation 
Related Thereto; and Statement by Chairman.:Hay.--On Octo- 
ber 14, i9-~, tw6"members of the faculty of The University 
of Texas Health Science Center at Dallas were jointly 
awarded t~he Nobel Prize in Medicine. In recognition of 
this prestigious achievement, Regent Yzaguirre moved that 
Michael S. Brown, M.D., and Joseph L. Goldstein, M.D., be 
designated as Regenta! Professors. As specified in the 
Regents' Rules and Requlations, Part One, Chapter I If, Sub- 
section 1,86, thisspecial academic recognition is reserved 
for those who have been awarded the Nobel Prize. 

In addition, Regent Yzaguirre moved~that t-he U. T. Board of 
Regents allocate Sl million over the next five years to 
further the remarkable research efforts of these two Nobel 
Laureates. From funds under the control of the Board, 
both Dr. Brown and Dr. Goldstein will be awarded an aggre- 
gate of $I00,000 per year during the period; S50,000 per 
year for general plogrammatic and research support and 
S50,000 per year f.~r equipment purchases. 

Regent Yzaguirre expressed the hope that Zhis special 
research allocation will indicate in a significant way the 
Bo'ard's appreciation for their extraordinary achievement. 

Vice-Chaixman Ratliff seconded the motion which prevailed 
by unanimous vote. 

Following the foregoing action, Chairman Hay read the fol- 
lowing statement: 

Statement by Chairman Hay ' 

The Board of Regents is pleased and proud to 
designate Drs. Brown and Goldstein as "Regental 
Professors." This special academic recognition 
is reserved for those who have been awarded the 
Nobel Prize. The University of Texas System 
has five such distinguished recipients on its 
faculties, representing U. T. Dallas, U. T. 
Austin and now, the U. T. Health Science 
Center - Dallas. 

However, the Board, and indeed the U. T. System 
~> family, experiences a special pride in the selec- 

tion of Drs. Brown and Goldstein. Unlike our 
other Nobel wirmers, the exciting and pioneer- 
ing research of the awardees was performed in 
large measure on this campus and ~their award 
represents a Texas Experience. Their Nobel 
Prize comes directly here and is not an 
imported accolade. It is only natural that 
this State, and especially your colleagues in 
the U. T. System, share your unique sense of 
fulfillment. 

On this campus you represent the spirit of 
inquiry, the dedication to excellence and the 
achievement of results which have brought 
international prominence and recognition to 
the U. T. Health Science Center - Dallas. 
Your extraordinary accomplishments have been 
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long acclaimed by your peers, and the 1985 
Nobel Prize in Medicine honors you with ~he 
most prestigious recognitlon awarded by the 
scientzfic world. 

Our allocation of one million dollars over 
the next five years to support your continu- 
ing research program expresses our apprecia- 
tion for your dedication to~the goals and 
objectives of academic excellence and scien- 

- tific inquiry to which each component of the 
U. T~ System aspires. 

You have our most sincere congratulations and 
our heartfelt thanks for allowing the U. T. 
Health Science Center - Dallas and The Univer- 
sity of Texas System to share this honor with 
~-ou. 

Following these accolades, Dr. Brown and Dr. Goldstein 
expressed appreciation to the Board and the entire Uni- 
versity of Texas System not only for this honor but for 
the consistent support each has received over the past 
thirteen years. They expressed heartfelt thanks for 
the opportunity to work under the leadership of PresiJdent 
Charles C. Sprague and credited Dr. Don Seldin, Chairman 
of the Department of Medicine, with their recruitment 
to Dallas and the continued support which led to thiS! 
international acclaim. . ~  ! 

U. T. S~stem: Consideration of Matters Related to the 
Initiatzon of a Permanent University Fund Commercial - 
Paper Program (Withdrawn).--The item related to Inl- 
tiation o~ a Permanent University Fund commercial 
paper program was withdrawn for consideration at a 
later meeting of the U. T. Board of Regents. 

I 

U. T. Tyler: Consideration of Matters Related to the 'i 
Acquisition of Facilities for Student/Faculty Housing 
(Wzthdrawn).--The z~em related to proposed acquzsztl n 
of facilities for student/faculty housing at The Uni- 
versity of Texas at Tyler was withdrawn for considera- 
tion at a later meeting of the U. T. Board of Regents. 

:!7 

. U. T. Board of Regents: Authorization to Add Rotan 
Mosle, inc . , Houston, Texas, and Merrill Lynch Caplta ! 
Markets, New York, New York r as Co-Managing Under- 
writers; ..... Approval of Resolution Authorizing Issuance, 
Sale and Delivery of Board of Regents of The University 
of Texas System Permanent University Fund Refunding Bonds, 
Series 1985, in the Amount of $345,970,000 and Resolu- 
tion Authorizing Execution of Escrow Agreement; Desiqna- 
tion of MBank, N.A., Austin~ Texas, as Paying Ag~ 
Registrar and InterFirst Bank Dallas, N.A., Dallas, 
Texas, as Escrow Agent; and Authorization for Officials 
to Take Appropriate Actions Related to Advance Refund- 
ing.--At its October i0-ii, 1985 meeting, the U. T. 
Board of Regents authorized the Office of Asset Manage- 
ment and the Office of General Counsel to take all neces- 
sary steps to bring to ~ahe Board at a special meeting a 
firm recommendation concerning advance refunding of the 
outstanding bonded indebtedness of the Permanent Univer- 
sity Fund. 

: L 
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Following a detailed presentation and upon motion of 
Regent Mllburn, seconded by Vice-Chairman Baldwin, the 
Board: 

a. Added Rotan Mosle, Inc., Houston, Texas, and 
Merrill Lynch Capital Markets, New York, New 
York, to the list of co-managing underwriters 
approved by the U. T. Board of Regents at the 
October i0-II, 1985 meeting 

b. 

C. 

d. 

e. 

f. 

Approved the Resolution authorizing the issu- 
ance, sale and delivery of Board of Regents of 
The University of Texas System Permanent Uni- 
versity Fund RefundingBonds, Series 1985, in 
the amount of S345,970,000 at an actual inter- 
est rate of 8.903~ and approved and authorized 
instruments and procedures relating thereto as 
set forth in Attachment A. The Board also 
approved the "Official Statement" which was 
before it, and a copy of which is filed for the 
record with the Office of the Board of Regents. 

With the approval of t~he Resolution, the Board 
also approved a Bond Purchase Contract sub- 
stantially in the form set out in Attachment B 
and a Paying Agent/Registrar Agreement substan- 
tially in the form set out in Attachment C. 

Approved the Resolution authorizing the execu- 
tion of an Escrow Agreement relating to the 
refunding of Board of Regents of The University 
of Texas System Permanent University Fund Bonds 

as set out in Attachment D 

Designated MBank Austinj N.A., Austin, Texas, .<i 
as Paying Agent/Registrar 

Designated InterFirst Bank Dallas, N.A., Dallas,: ':~ 
,,. "<t:: Texas, as Escrow Agent •/: 

Authorlzedi::!the appropriate officers of the U. T. 
Board Of~Regents and the U. T. System Adminis- 
tration to take any other actions necessary and :': 
approp'riate to the advance refunding or the 
outstanding bonded indebtedm.ess of the Peima- 
nent University Fund. 

In considering the refunding of the Permanent University 
Fund Bonds, Regent Milburn noted that this was not only a 
first for The University of Texas System but one of the 
major refunding programs in the country. She congratu- 
lated Executive Vice Chancellor Patrick and his staff 
for an outstanding job in putting this program together 
to provide additional funds to the Board for the enhance- 
ment of excellence within the System. 

Chaizman Hay stated t/tat the U. T. System had been well 
served by Mr. Patrick and his staff, the Land and Invest- 
ment Committee of the Board, and Mr. Jim Crowson and 
his staff and expressed the Board's appreciation for the 
many efforts extended to this project. 

ADJOURNMENT.--There being no further business, the meeting was 
adjourned at II:00 a.m. 

< 

<! -~ "5; 

> 

October 28, 1985 

Executive Secretary 
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ATTAC.~LMENT A 

RESOLUTION AUTHORIZING THE ISSUANCE, SALE, AND DELIVERY 
OF BOARD OF P~GENTS OF THe. UNIVERSITY OF TEXAS SYSTEM 
pE~2~NENT UNIVERSITY FUND REFUNDING BONDS, SERIES 1985, 
AND APPROVING AND AUTHORIZING INSTRUMENTS AND PROCEDURES ~ 
RELATING THERETO 

WHERY.AS, the Board of Regents of The University of Texas 
System heretofore has aur_horized, issued, and delivered the 
foliowing described Pe-~manent University Fund Bonds pursuant to 
the provisions of Section 18, Articie~VII, of the Texas Consti- 
tution: 

(a) Boars of Regents of The University of Texas System 
Permanent University Fund Bonds, Series 1966; 

(b) Board of Regents of The University of Texas System 
Permanent University Fund Bonds, New Series 1967, 
New Series 1968, New Series 1969, New Series 1970, 
New Series 1971, New Series 1972, New Series 1973, 
New Series 1974, New Series 1975, New Series 1976, 
New Series 1977, New Series 1978, New Series 1979, 
New Series 1980, New Series 1981, New Series 1983, 
~ew Series 1983-A, and New Series 1984; and 

(c) Board of Regents of The University of Texas System 
Constitutional Amendment Permanent University Fund 
Bonds, Series 1985 and Series 1985-A; and 

WHEREAS, the above Series of Bonds, now outstanding in the 
aggregate principal amount of $384,065,000, are the only obli- 
gations secured by and payable from liens on and pledges of 
income from the Permanent University Fund allocable to The Uni- 
versity of Texas System, and the Board of Regents of The Uni- 
versity of Texas System has dete-~mined to refund all of said 
outstanding bonds; and 

WHEREAS, the bonds hereinafter authorized are to be issued 
and delivered pursuant to Vernon's Ann. Tex. Civ. St. Articles 
717k, 717q, and other applicable laws; Now, Therefore 

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

Section i. DEFINITIONS AND FINDINGS. (a) Throughout this 
Resolution the following terms and expressions as used herein 
shall have the meanings set forth below: 

The term "Additional Parity Bonds and Notes" means 
the additional parity bonds and the additional parity 
notes permitted to be issued pursuant to Section 12 of 
this Resolution. <~ 

The term "Available University Fund N means all of the 
dividends, interest, and ,the= income from the Permanent 
University Fund (less administrative expenses), including 
the net income attributable to the surface of Permanent 
University Fund land. 

The terms "Board" and "Issuer" mean the Board of Re- 
gen~s of The University of Texas System. 

The term "Bonds" means collectiveiy the Initial Bond 
authorized by Sections 2, 3, and 4 of thls Resolution, and 
all substitute bonds exchangec therefor, and all other 
substitute and replacement bonds issued pursuant to this 
Resolution, and the term "Bond" means any of the Bonds. 

- 5 - 7 9 S  
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The te-~m, s "interest of The Unxversity of Texas Sys- 
tem" and "Interest" in the Available University Fund mean 
The University of Texas System's two-thirds interest in 
the Aval!ab!e UniversltY Fund as apportioned and provided 
in the amendment to Section 18, Article VII of the Texas 
Constitution adopted by vote of ~he people of Texas on 
Nove.~uber 6, 1984. 

The terms "Permanent University ~ Fund', ~Pe~,anent 
Fund", and "Fund" used InterchangeaDly herein mean the 
Permanent University Fund as created, established, imple- 
mented, and administered pursuant to Artlcle VII, Sections 
10, !i, lla, 15, and 18 of the Texas Constitution, as 
amended, and further implemented by the provisions of 
Chapter 66, Texas Education Code. 

The term "Principal and Interest Requirements" means, 
with respect to any fiscal year of The University of Texas 
System, the amounts of principal of and interest on the 
Bonds and all Additional Parity Bonds and Notesscheduled 
to be paid in such fiscal year from the Interest of The 
University of Texas System in the Available University 
Fund. If the rate or rates of interest to be borne by any 
Additional Bonds or Notes is not fixed, but is variable or 
ad3ustable 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 Additional Bonds or Notes shall be deemed to bear 
interest at all times to maturity or due date at the 
lesser of (i) the maximum rate then permitted by law or 
(ii) the maximum rate specified in such •Additional Bonds 
or Notes. 

The telm "Resolution "~means this resolution authoriz- 
ing the Bonds. 

(b) The Board officially finds and determines that~the 
cost value of investments and other assets of the Permanent 
University Fund (exclusive of real estate) is now in excess of 
$2,316,874,000. 

Section 2. AMOUNT~ PURPOSE r AND DESIGNATION OF THE BONDS. 
The bond or bonds cf the Issuer are hereby authorized to be 
issued and delivered in the aggregate principal amount of 
$345,970,000 FOR THE PURPOSE OF PROVIDING FUNDS TO REFUND PER- 
M2%NENT UNIVERSITY FUND BONDS OF THE BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM, NOW OUTSTA~NDING IN THE AGGREGATE 
PRINCIPAL AMOUNT OF 5384,065,000. Each bond issued pursuant to 
this Resolution shall be designated: "BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND REFUNDING 
BOND, SERIES 1985", and initially there shall be issued, sold, 
and delivered hereunder a single fully registered bond, without 
interest coupons, payable in installments of principal (the 
"Initial Bond"), but the Initial Bond may be assigned and 
transferred and/or converted into and exchanged for a like 
aggregate principal amount of fully registered bonds, without 
interest coupons, having serial maturities, and in the denoml- 
nation or denominations of $5,000 or any integral multiplel/of 
$5,000, all in the manner hereinafter provided. 

Section 3. DATE r DENOMINATION r NUMBER, MATURITIES r INI- 
TIAL REGISTERED OWNER r AND CHARACTERISTICS OF THE INITIAL BOND. 

(a) The Inltial Bond is hereby authorized to be issued, 
sold, and delivered hereunder as a single fully registered 
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bond, - ~-~w .... ou'~ interest coupons, dated OCTOBER !5, 1985, in the 
denom~natlon and aggregate principal amount o~ $345,970,000, 
n~v~ered R-l, payable in annual installments of principal to 
the ~nitia! registered owner thereof, to-wit: 

MORGAN GUAR;~NTY TRUST COMPANY OF NEW YO~K, 
NEW YO~:, NEW YORK, 

or to the registered assignee or assignees of said Initial Bond 
or any portion or portions thereof (in each case, the "regis- 
tered owner"), with the annual installments of principal of the 
inltlal Bond to be payable on the dates, respectively, and in 
the princip&l amounts, respectively, stated in the FORM OF 
INITIAL BOND set forth in this Resolution. 

(b) The Initial Bond {i) may and shall be prepaid or re- 
deemed prior to the respective scheduled due dates of install- 
ments of principal thereof, (il) may be assigned and trans- 
ferred, (iii) may be converted and exchanged for other Bonds, 
(iv) shall have the characteristics, and (v) shall be signed 
and sealed, and the principal of and interest on the Initial 
Bond shall be payable, all as provided, and in the manner re- 
quired or indicated, in the EORM OF INITIAL BOND set forth in 

this Resolution. 

Section 4. INTEREST. The unpaid principal balance of the 
Initial Bond shall bear Interest from the date of the Initial 
Bond to the respectivelscheduled due dates, or to the respec- 
tive dates of prepayment or redemption, of the instal/2aents of 
principal of the Initial Bond, and said interest shall be pay- 
able, all in the manner provided and at the rates and on the 
dates stated in the FORM OF INITIAL BOND set forth in this Res- 

olution. 

Section 5. FORM OF !NITIAi BOND. The form of the Initial 
Bond, including the form of Registration Certificate of the 
Comptroller of Public Accounts of the State of Texas to be 
printed and endorsed 0,% the Initial Bond, shall be substantial- 
ly as follows: 

-k 

t 
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"'~- R-I S345,970,000 

t~T~ STATES OF ~MERICA 
STATE C2 TEXAS 

BGARD OF .REGalS OF THE UN-TVERSZ- "/ OF TEXAS SYSTEM 
PEFu".ANENT 5~I%'E.RSITY FD~ND REFUNDING BOND 

SERIES 1985 

The BOARD GF REGENTS OF :~THE 5~IVERSITY OF TEXAS SYSTEM 
(the "issuer"), being an agency and political subdivision of 
the Staze o~ Texas, hereby promisesico pay to 

MQRG2~N GUARA~NTY TRUST COMPANY OF NEW YORK, 
NEW YORK, NEW YORK, 

or to ~he regastered assignee or assiqnees of this Bond or any 
portion or portions hereof (in each case, the "registered 
owner") the aggregate principal amount of 

$345,970,000 
(,I~I~.~r-X:RTyF'~~ONN!NEHI,~EEV~~DOLLARS)_ 

in installmen~s of principal due and payable on JULY 1 in each 
of the years, and in the respective principal amounts, as set 
forth in ~he following schedule: 

Principal Principal 
Amoun~ Year Amount Year 

$ 5,925,000 1986 $11,330,000 1996 
12,625,000 1987 12,220,000 1997 
10,320,000 1988 13,215,000 1998 
8,895,000 1989 14,315,000 1999 
7,420,000 1990 15,515,000 2000 
7,920,000 1991 24,815,000 2001 
8,475,000 1992 33,395,000 2002 
9,095,000 1993 *'*** 
9,775,000 1994 *''** 

10,520,000 1995 130,195,000 2005 

and to pay interest, calculated on thQ basis of a 360-day year 
composed of twelve 30-day months, from OCTOBER 15, 1985, which 
is the date of this Bond, on the balance of each such install- 
ment of principal, respectively, from time to time remaining 
unpaid, at the rate~ as follows: 

5.15% per annum on the above installment due in 1986 
5.75% per annum on the above installment due in 1987 
6.25% per annu~ on the above installment due in 1968 
6.70% per annum on the above Installment due In /!989 
7.00% per annum on the above installment due 1n\~990 
~7.30% per annum on the above installment due in 1991 
7.60% per annum on the above Installment due in 1992 

7.75% per annum on the above insUall-~nt due in 1993 
7.90% pe~ annum on the above Installment due I n 1994 
8.05% per annum on the above installment due in ~995 
8.20% poe annum on the above installment due in 1996 
8~40% per annum on the above installment due in 1997 
8.55% per annum on the above installment due In 1998 
8.70% per annum on the above installment due in 1999 
8.80% per annum on the above installment due in 2000 
8.90% per annum on the above installment due In 2001 
8.90% per annum on the above installment due in 2002 

9.00% per annum on the above installment due in 2005 

L 801 
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wlzh sald =nterest being payable on JULY i, 1986, and semi- 
annually on each j~UARY i and JULY I thereafter while this 
5ond or any portion hereof is outstanding and unpaid. 

THE INST ~ALI~MENTS OF PRINCIPAL OF ~ND THE INTEREST ON this 
Bond are payable in lawful money of the United States of Ameri- 
ca, without exchange or collection charges. The installments 
of Frincipa! and the interest on ~his Bond are payable to the 
registered owner hereof through the services of MBANK AUSTIN, 
NATIONAL ASSOCIATION.~AUSTIN, TEXAS, which is the "Paying 
Agent/Registrar" f~ ~fuis Bond. Payment of all principal of 
and interest on t;:i~ ~d shall be made by the Paying 
Agent/Registrar uo L\ :.:~istered owner hereof on each princi- 
pal and/or interest ~ia~nt date by check or draft, dated as of 
such date, drawn by( ~e Paying Agent/Registrar on, and payable 
solely from, funds of the Issuer required by the resolution 
authorizing the issuance of this Bond (the "Bond Resolution") 
to be on deposit with the Paying Agent/Registrar for such pur- 
pose as hereinafter provided; and such check or draft shall be 
sent by the Paying Agent/Registrar by United States mail, 
first-class postage prepaid, on each principal and/or interest 
payment date, to the registered owner~hereof at the address of 
the registered owner as it appeared on the 15th day of the 
month next preceding such date (the "Record Date") on the 
Registration Books kept by the Paying Agent/Registrar, as here- 
inafter described. In addition, interest may be paid by such 
other method acceptable to the Paying Agent/Registrar, re- 
quested by, and at the risk and expense of, the registered 
owner hereof. The Issuer covenants with the registered owner 
of thls Bond that prior to each principal and/or interest pay- 
ment date for this Bond it will make available to the ~aying 
Agent/Registrar, from the "Interest and Sinking Fund", as de- 
fined and described in the Bond Resolution (the "Interest and 
Sinking Fund"), the amounts required to provide for the pay- 
ment, in immediately available-funds, of all principal of and 
interest on this Bond, when due. 

IF THE DATE for the payment of the principal of or inter- 
est on this Bond shall be a Saturday, Sunday, a legal holiday, 
or a day on which banking institutions in the city where the 
Paying Agent/Registrar is located are authorized by law or ex- 
ecutive order to ciose~ then the date for such payment shall be 
the next succeeding day which is not such a Saturday, Sunday, 
legal holiday, or day on which banking institutions are au- 
thorized to close; and payment on such date shall have the same 
force and effect as if made on the original date payment was 
due. :~ 

THIS BOND has been authorized FOR THE PURPOSE OF PROVIDING 
FUNDS TO REFUND PERMANENT UNIVERSITY FUND BONDS OF THE BOARD OF 
REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM, NOW OUTSTANDING IN 
THE AGGREGATE PRINCIPAL AMOUNT OF $384,065,000. 

ON JULY i, 1995, or on any interest payment date there, 
after, the unpaid installments of principal of this Bond may be 
prepaid or redeemed prior to their scheduled due dates, at the 
option of the Issuer, with funds derived from any available 
source, as a whole, or in part, and, if in part, the particular 
portion of this Bond to be prepaid or redeemed shall be select- 
ed and designated by the Issuer (provided that a portion of 
this Bond may be redeemed only in an integral multiple of 
$5,000), at a prepayment or redemption price equal to the par 
or principal amount thereof and accrued interest to the date 
fixed for prepayment or redemption. 

ON JULY 1, 2003, and on July i, 2004, the installment of 
principal of this Bond which is due and payable on July 1, 
2005, is subject to mandatory sinking fund prepayment or 
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redemptlon prlor to its scheduled due date, and shall be pre- 
pald or redeemed by the Issuer, in part, prior to its 
scheduled due date, with money from the interest and Sinking 
Fund, at a prepayment or redemption price equal to the princi- 
pal amount thereof and accrued interest to the date of prepay- 
m=nt or redemption, on the dates, and in the principal amounts, 
respectively, as se~ forth in the following schedule: 

Prepayment or Redemption 
Dates Principal Amounts 

JULY !, 2003 
JULY I, 2004 

$36,325,000 
744,925,000 

AT LEAST 30 days prior to the date fixed for any such pre- 
payment or redemption a written notice of such prepayment or 
redemption shall be mailed by the Paying Agent/Registrar to the 
registered owner hereof. By the date fixed for any such pre- 
payment or redemption due provision shall be made by the Issuer 
with the Paying Agent/Registrar for the payment of the required 
prepayment or redemption price for this Bond or the portion 
hereof which is to be so prepaid or redeemed, plus accrued an- 
terest thereon to the date fixed for prepayment or~:redemption. 
If such written notice of prepayment or redemption is given, 
and if due provision for such payment is made, all as provided 
above, this Bond, or the portion thereof which is to be so pre- 
paid or redeemed, thereby automatically shall be treated as 
prepaid or redeemed prior to its scheduled due date, and Shall 
not bear interest after the date fixed for its prepayment or 
redemption, and shall not be regarded as being outstanding ex- 
cept ~or the right of the registered o~ner to receive the pre- 
payment or redemption pric~ plus accrued interest to the date 
fixed for prepayment or redemption from the Paying Agent/Regis- 
trar out of the funds provided for such payment. The Paying 
Agent/Registrar shall record in'the Registration Books all such 
prepayments or redemptions of principal of this Bond or any 
portion hereof. 

THIS BOND, to the extent of the unpaid or unredeemed prin- 
cipal balance hereof, or any unpaid and unredeemed portion 
hereof in any integral multiple of $5,000, may be assigned by 
the initial registered owner hereof and shall be transferred 
only in the Registration Books of the Issuer kept by the Paying 
Agent/Registrar acting in the capacity of registrar for the 
Bonds, upon the terms and conditions set forth in the Bond Res- 
olution. Long other requirements for such transfer, this Bond 
must be presented and surrendered to the Paying Agent/ Regis- 
trar for cancellation, together with proper instruments of 
assignment, in fo~m and with guarantee of signatures satisfac- 
tory to the Paying Agent/Registrar, evidencing assignment by 
the initial registered o%~er of this Bond, or any portion or 
portions hereof in any integral multiple of $5,000, to the 
assignee oz: assignees in whose name or names this Bond or any 
such portion or portions hereof is or are to be transferred and 
registered. Any instrument or instruments of assignment satis- 
factory to ~he Paying Agent/Registrar may be used to evidence 
the assignment of this Bond or any such portion or portions 
hereof by the initial registered owner hereof. A new bond or .... 
bonds payable to such assignee or assignees (which then will be 
the new registered owner or owners of such new Bond or Bonds) 
or to the initial registered owner as to any portion of this 
~ond which is not being assigned and transferred by the initial 
registered owner, shall be delivered by the Paying Agent/Regis- 
trar in conversion of and exchange for this Bond or any portion 

. . . .  !'S; 
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or pot:ions hereof, but solely Zn the form and manner as pro- 
v:ded in the next pa:agraph hereof for the conversion and ex- 
change of this Bond or any portion hereof. The registered 
owner of this Bond shall be deemed and treated by the Issuer 
and the Paying Agent/Registrar as *.he absolute owner hereof for 
all purposes, inc!udinq payment and dlscharge of liability upon 
~his Bond to the extent of such payment, and the Issuer and the 
Paying Agent/Registrar shall not be affected by any notice to 

the contrary. 

AS PROVIDED above and in the Bond Resolution, this Bond, 
to the extent of the unpaid or unredeemed principal balance 
hereof, may be converted into and exchanged for a like aggre- 
gate principal amount of fully registered bonds, without inter- 
est coupons, payable to the assignee or assignees duly desig- 
nated in writing by the initial registered owner hereof, or to 
the initial registered owner as to any portion of this Bond 
which is not being assigned and transferred by the initial reg- 
istered owner, in any denomination or denominations in any in- 
tegral multiple of 55,000 (subject to the requirement herein- 
after stated that each substitute bond issued in exchange for 
any portion of this Bond shall have a single stated principal 
maturity dane), upon surrender of this Bond to the Paying 
Agent/Registrar for cancellation, all in accordance with the 
form and procedures set forth in the Bond Resolution. If this 
Bond or any portion hereof is assigned and transferred or con- 
verted each bond issued in exchange for any portion hereof 
shall have a single stated principal maturity date correspond- 
ing to the due date of the installment o~ principal of this 
Bond or portion hereof for which the substitute bond (is being 
exchanged, and shall bear interest at the rate applicable to 
and borne by such installment of principal or portion thereof, 
Such bonds, respectively, shall be subject to redemption prior 
to maturity on the same dates and for the same prices as the 
corresponding installment of principal of this Bond or portion 
hereof for which they are being exchanged. No such bond shall 
be payable in installments, but shall have only one stated 
principal maturity date. AS PROVIDED IN THE BOND RESOLUTION, 
THIS BOND IN ITS PRESENT FORM MAY BE ASSIGNED ~=ND TRANSFERRED 
OR CONVERTED ONCE ONLY, and to one or more assignees, but the 
bonds issued and del~ivered in exchange for this Bond or any 
portion hereof may be assigned and transferred, and converted, 
subsequently, as provided in the Bond Resolution. The Issuer 
shall pay the Paying Agent/Registrar's fees and charges, if 
any, for transferring, converting and exchanging this Bond or 
any portion thereof, but the one requesting such transfer, con- 
version, and exchange shall pay any taxes or governmental 
charges requlred to be paid with respect thereto. The Paying 
Agent/Registrar shall not be required to make any such assign- 
ment, conversion, or exchange (i) during the period commencing 
wlth the close of business on any Record Date and ending with 
the opening of business on the next following principal or in- 
terest payment date, or, (ii) with respect to any Bond or por- 
tion thereof called for prepayment or redemption prior to matu- 
rity, within 45 days prior to its prepayment or redemption 

date. 

IN THE EVENT any Paying Agent/Registrar for this Bond is 
changed by the Issuer, resigns, or otherwise ceases to act as 
such, the Issuer has covenantad in the Bond Resolution that it 
promptly will appoint a competent and legally qualified sub- 
stitute therefor, and promptly will cause written notice there- 
of to be mailed to the registered owner of this Bond. 

IT IS HEREBY certified, recited, and covenanted that this 
Bond has been duly and validly authorized, issued, sold, and 
delivered; that all acts, conditions, and things required or 
proper to be performed, exist, and be done precedent to or in 
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~ne authorization, issuance, and del~ve-~Y of this Bond have 
been perfo -~m-ed, exzsted, and been done !n accordance with law; 
and :hat the interest on and principal of this Bond are secured 
by and payable from a first lien on and pledge of the "Interes: 
of The University of Texas System" in the "Available University: 
Fund", as such te-~ms are defined in the Bond Resolution, all in 

w_~h Section 18 Article VII of the Texas Consti- 
accordance • 4 ~  , , - 

tu:lon and other applicable laws. 

THE ISSUER has reserved the right, subject to the restric- 
tlons referred to in the Bond Resolution, (I) to lssue Addi- 
tional Parity Bonds and Notes which also may be secured by and 
.made payable from a first lien on and pledge of the aforesaid 
Interest of The University of Texas System in the Available 
University Fund, in the~sam e manner and to ~he same extent as 
:hls Bond, and {ii) to amend the Bond Resolution with the ap- 
proval of the owrers of 51% in principal amount of all out- 
standing bonds and notes which are secured by and payable from 
a first lien on and pledge of the aforesaid Interest of The 
University of Texas System in the Available University Fund. 

THE REGISTERED OWNER hereof shall never have the right to 
demand payment of this Bond or~ilthe interest hereon out of any 
funds raised or to be raised by taxation or ~rom any source 
whatsoever other than specified in the Bond ReSci~ti on- 

BY BECOMING the registered owner of this Bond, the regis- 
tered owner thereby acknowledges all of the terms and provi- 
sions of ~he Bond Resolution, agrees to be bound by such terms 
and provisions, acknowledges that the Bond Resolution is duly 
recorded and available for inspection in the official minutes 
and records of the Issuer, and agrees that the terms and provi- 
sions of this Bond and the Bond Resolution constitute a con- 
tract between the registered owner hereor and the Issuer. 

IN WITNESS WHEREOF, the Issuer has caused this Bond to be 
signed with the manual signature of the Chairman of the Issuer 
and countersigned with the manual signature of the Executive 
Secretary of the Issuer, has caused the official seal of the 
Issuer to be duly impressed on this Bond, and has caused this 
Bond to be dated OCTOBER 15, 1985 ..... ~ 

,3, ;,' 

Executive Secretary, Board of 
Regents of The University of 
Texas System 

Chairman, Board of Regents o~ 
The University of Texas System 

{BOARD 
SEAL) 

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO. 

! hereby certify that this Bond has been examined, certi- 
fied as to validity, and approved by the Attorney General of 
the State of Texas, and that this Bond has been registered by 
the Comptroller of Public Accounts of the State of Texas. 

Witness my signature and seal this 

(COMPTROLLER' S SE.n-L) 

Comptroller of Public Account~ 
of the State of Texas 
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Section 6. ADDITIONAL C- u~ARACTER!STICS OF THE BONDS. 

(a) Registration and Transfer. The Issuer shall keep or 
cause to be kept at the prlncapal corporate trust office of 
M~KA~NK AUSTIN, NATIONAL ASSOCIATION, AUSTIN, TEXAS (the "Paying 
Agent/Regist:ar") books or records of the registration and 
transfer of the Bonds (the "Registration Books"), and the 
Issuer hereby appoints the Paying Agent/Registrar as its regis- 
trar and transfer agent to keep such books or records and make 
such transfers and registrations under such reasonable regula- 
:~ions as the Issuer and Paying Agent/Registrar may prescribe; 
and the Paying Agent/Registrar shall make such transfers and 
registrations as herein provided. The Paying Agent/Registrar 
shall obtain and record in the Registration Books the address 
of the registered owner of each Bond to which payments with 
respect to the Bonds shall be mailed, as herein provided; but 
it sba!l be the duty of each registered owner to notify the 
Paying~Agent/Registrar in writing of the address to which pay- 
ments shall be mailed, and such interest payments shall not be 
mailed unless such notice has been given. The Issuer shall 
have the right to inspect the Registration Books during regular 
business hours of the Paying Agent/Registrar, but otherwise the 
Paying Agent/Registrar shall keep the Registration Books confi- 
dential and, unless otherwise required by l~w, shall not permit 
their inspection by any other entity. Registration of each 
Bond may be transferred in %he Registration Books only upon 

/~ presentation and surrender of such Bond to the Paying Agent/- 
/:i~ ~Registrar Zor transfer of registration and cancellation, to- 
~q~ther with proper written instruments of assignment, in form 
!i -- and with g~iarantee of s/gnatures satisfactory to the Paying 

Agent/Registrar, evidencing (I) the assignment of the Bond, or 
i/ any porticiln thereof in any integral multiple of $5,000, to the 

assignee or assignees thereof, and (ii) the right of such as- 
signee o~iiiiassignees to have the~Bond or any such pGrtion there- 
of registered.~in the name of such assignee or ass~gnees~^_Upln 
the assignment~and transfer or any sona or any poruxun ~*~=~ , 
a new substitute Bond or Bonds shall be issued !n conversxon 
and exchange therefor in the manner herein provided. The Ini- 
tial Bond, to the extent of the unpaid or unredeemed principal 
balance thereof, may be assigned and transferred by the initial 
registered owner thereof once only, and to one or more assign- 
ees designated in writing by the initial registered owner 
thereof. All Bonds issued and delivered in conversion of and 
exchange for the Initial Bond shall be in any denomination or 
denominations of any integral multiple of $5,000 (subject to 
the requirement hereinafter stated that each substitute Bond 
shall have a single stated principal maturity date), shall be 
in the fo~m prescribed in the FORM OF SUBSTITUTE BOND set forth 
in this Resolution, and shall have the characteristics, and may 
be assigned, transferred, an~ converted as hereinafter pro- 
vided. If the Initial BOnd or any portion thereof is assigned 
and transferred or converted the Initial Bond must be surren- 
dered to the Paying Agent/Registrar for cancellation, and each 
Bond issued in exchange for any portion of the initial Bond 
shall have a single stated principal maturity date, and shall 
not be payable in installments; and each such Bond shall have a 
principal maturity date corresponding to the due date of the 
installment of principal or portion thereof for which the sub- 
stitute Bond is being exchanged; and each such Bond shall bear 
interest at the single rate applicable to and borne by such 
installment of principal or portion thereof for which it is 
being exchanged. If only a portion of the Initial Bond is as- 
signed and transferred, there shall be delivered to and regis- 
tered in the name of the initial registered owner substitute 
Bonds in exchange for the unassigned~balance of the Initial 
Bond in the same manner as if the initial registered owner were 
the assignee thereof If any Bond or portion thereof other 

- 13 - 

806 



I R M m n 

than ~he Initial Bond is assigned and transferred or converted 
each Bond issued In exchange therefor shall have the same prin- 
cipal maturity aate and bear interest at ~he same rate as the 
Bond for which it is exchanged.: A form of assignment shall be 
printed or endorsed on each Bond, excepting the Initial Bond, 
which shall be executed by the registered owner~or its duly 
authorized attorney or representative uo evidence an assignment 
thereof. Upon surrender of any Bonds or any portion or por- 
tions ~hereof for transfer of registration, an authorized rep- 
resen~atilV~i?of the Paying Agent/Registrar shall make such 
transfer in the Registration Books, and shall deliver a new 
fully registered substitute Bond or Bonds, having the charac- 
teristics herein described, payable to such assignee or assign- 
ees (which then will be the registered owner or owners of such 
new Bond or Bonds), or to the previous registered owner in case 
only a portion of a Bond is being assigned and transferred, all 
in conversion of and exchange for said assigned Bond or Bonds 
or any portion or portions thereof, in the same form and man- 
ner, and with the same effect, as provided in Section 6(d), 
below, for the conversion and exchange of Bonds by any regis- 
tered owner of ~ a Bond. The Issuer shall pay the Paying 
Agent/Registrar's fees and charges, if any, for making such 
transfer and delivery of a substitute Bond or Bonds, but the 
one requesting such transfer shall pay any taxes or other 
governmental charges required to be paid with respect thereto. 
The Paying Agent/Registrar shall not be required to make trans- 
fers of registration of any Bond or any portion thereof (i) 
during the period commenclng with the close of business on any 
Record Date and ending with the opening of business on the next 
following principal or interest payment date, or, (ii) with re- 
spect to any Bond or any portion thereof cailed for redemption 
prior to maturity, within 45 days prior to its redemption date. 

(b) Ownership of Bonds. The entity in whose name any 
Bond shall be registered in th~ Registration Books at any time 
shall be deemed and treated as the absolute owner thereof for 
all purposes of this Resolution, whether or not such Bond shall 
be overdue, and the Issuer and the Paying Agent/Registrar shall 
not be affected by any notice to/the contrary; and payment of, 
or on account of, the principal of, premium, if any, and inter- 
est on any such Bond shall be made only to such registered own- 
er. All such payments shall be valid and effectual to satisfy 
and discharge the liability upon such Bond to the extent of the 
sum or sums so paid. ~ 

(c) Payment of Bonds and Interest. The Issuer hereby 
further appoints the Paying Agent/Registrar to act as the pay- 
ing agent for paying the principal of and interest on the 
Bonds, and to act as its agent to convert and exchange or re- 
place Bonds, all as provided in this Resolution. The Paying 
Agent/Registrar shall keep proper records of all payments made 
by the Issuer and the Paying Agent/Registrar with respect to 
the Bonds, and of all conversions and exchanges of Bonds, and 
all replacements of Bonds, as provided in this Resolution. 

(d) Conversion and Exchange or Replacement; Authentica- 
tion. Each Bond issued and delivered pursuant to this Resolu- 
tion, to the extent of the unpaid or unredeemed principal bal- 
ance or principal amount thereof, may, upon surrender of such 
Bond at the principal corporate trust office of the Paying 
Agent/Registrar, together with a written request therefor duly 
executed by tbe registered owner or the assignee or assignees 
thereof, or its or their duly authorized attorneys or represen- 
tatives, with guarantee of signatures satisfactory to the Pay- 
ing Agent/Registrar, may, at the option of the registered owner 
or such assignee or assignees, as appropriate, be converted 
into and exchanged for fully registered bonds, without interest 
coupons, in the form prescribed in the FORM OF SUBSTITUTE BOND 
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set forth In th~s Resolution, in ~he denomination of $5,000, or 
any integral multiple of $5,000 (subject to the requirement 
here±naf:er stated that each substitute Bond shall have a sin- 
gle staked .maturity date), as re~aested in writing by such reg- 
istered owner or such assignee or assignees, in an aggregate 

. princlpal amount equal to the unpaid or unredeemed principal 
:i' balance or principal amount of any Bond or Bonds so surren- 
~J~ered, and payable to the appropriate registered owner, assign- 

ee, or assignees, as the case may be. If the Initial Bond is 
assigned and transferred or converted each substitute Bond 
issued in exchange for any portion of the Initial Bond shall 
have a single stated principal m~turity date, and shall not be 
payable in installments; and each such Bond shall have a prin- 
cipal maturity date corresponding to the due date of the in- 
stallment of principal ,or portion thereof for which the sub- 
stitute Bond is being exchanged; and each such Bond shall bear 
interest at the single rate applicable to and borne by such 
installment of principal or portion thereof for which it is 
being exchanged. If a portion of any Bond (other than the Ini- 
tial Bond) shall be redeemed prior to its ~scheduled maturity as 
provided herein, a substitute Bond or Bonds having the same 
maturity date, bearing interest at the same rate, in the denom- 
ination or denominations of any integral multiple of $5,000 at 
the request of the registered owner, and in aggregate principal 
amount equal to the unredeemed portion thereof, will be issued 
to the registered owner upon surrender thereof for cancella- 
tion. If any Bond or portion ~thereof (other than the Initial 
Bond) is assigned and transferred or converted, each Bond is- 
sued in exchange therefor shall have the same principal maturi- 
ty date and bear interest at the same rate as the Bond for 
which it is being exchanged. Each substitute Bond shall bear a 
letter and/or number to distinguish it from each other Bond. 
The Paying Agent/Registrar shall convert and exchange or re ....... 
place Bonds as provided herein, and each fully registered bond 
delivered in conversion of and exchange for or replacement of 
any Bond or portion thereof as permitted or required by any 
provision of this Resolution shall constitute one of the Bonds 
for all purposes of this Resolution, and may again be converted 
and exchanged or replaced. It is specifically provided that 
any Eond authenticated in conversion of and exchange for or 
replacement of another Bond on or prior to the first scheduled 
Record Date for the Initial. Bond shall bear interest from the 
date of t~e Initial Bond, but each substitute Bond so authenti- 
cated after ~such first scheduled Record Date shall bear inter- 
est from the interest payment date next preceding the date on 
which such substitute Bond was so authenticated, unless such 
Bond is authenticated after any Record Date but on or before 
the next following interest payment date, in which case it 
shall bear interest from such next following interest payment 
date; provided, however, that if at the time of delivery of any 
substitute Bond the interest on the Bond for which it is being 
exchanged is due but has not been paid, then such Bond shall 
bear interest from the da~e to which such interest has been 
paid in full. THE INITIAL BOND issued and delivered pursuant 
to this Resolution is not required to be, and shall not be, 
authenticated by the Paying Agent/Registrar, but on each sub- 
stitute Bond issued in conversion of and exchange for or re- 
placement of any Bond or Bonds issued under this Resolution 
there shall be printed a certificate, in the form substantially 

as follows: 

~PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE 

It is hereby certified that this ,BOnd has been issued 
under the provisions of the Bond Resolution described in this 
Bond; and that this Bond has been issued in conversion of a/%d 
exchange for ~or replacement of a bond, bonds, or a portion of a 
bond or bonds of an issue which originally was approved by the 
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A:torney General of the State of Texas and registered by the 
Comptroller of Public Accounts of the State of Texas. 

~BANK AUSTIN, NATIONAL ASSOCIATION 
~:! : AUSTIN, TEXAS 

~ Paying Agent/Registrar 

Dated Authorized Representative" 

An authorized representative of ~the.Paying Agent/Registrar ~. ........... ~ 
the delivery of ~any such Bond, date and manually 

shall, before 
s~n the above Certificate, and no s ach Bond shall be deemed to 
be issued or outstanding unless such Certificate is so execut- 
ed. The Paying Agent/Registrar promptly shall cancel all Bonds 
surrendered for conversion and exchange or replacement. No 
aai~tional ordinances, orders, or resolutions need be passed or 
adopted by the governing body of the Issuer or any other body . ....... 
or person so as to accomplish the foregoing conversion andfex" 
change or replacement of any Bond or portion ,her eOf,'~'and the 
Paying Agent/Registrar shall provide for ,he. printing, execu- 
.,ion, and delivery of the substltute Bonds in the manner pre- 
.... Scribed herein, and said Bonds shall be of type composition 
printed on'paper with li~thographed or steel engraved borders of 
customary weight and strenq~h. Pursuant to Vernon's Ann. Tex. 
Cir. St. Am. 717k-6, and particularly Section 6 thereof, the 
duty of conversion and exchange or replacement of Bonds as 
aforesaid is hereby, imposed upon the Paying Agent/Registrar, • ,S 

and, upon the execution of the above Paying Agent/Reglstrar' 
Authentication Certificate, the converted and exchanged or re- 
placed Bond shall be valid, incontestable, and enforceable in 
the same manner and with th~ same effect as the Initial Bond 
which originally was issued pursuant to this Resolution, ap- 
proved by the Attorney General, and registered by the Comptrol- : 
ler of Public Accounts. The Issuer shall pay the Paying Agent/ 
Registrar's fees and charges, if any, for transferring, con- 
verting and exchanging any '~Bond or any portion thereof, but the 
one requesting any such transfer, conversion, and exchange 
shall pay any taxes or governmental charges required to be paid 
with respect thereto as a condition precedent to the exercise 
of such privilege of conversaon and exchange. The Paying 
Agent/Registrar shall not be required to make any such conver- 
sion and exchange or replacement of Bonds or any portion there " 
of (i) during the period commencing with the close of busiress 
on any Record Date and ending 'with the opening of business on 
the next following principal or interest payment date, or, (ii) 
with rezpect to any Bond or. portion thereof called for redemp- 
tion prior to maturity, within 45 days prior to its redemption 

date. 

(e) In General. All Bonds issued in conversion and ex- 
change or replacement of any other Bond or portion thereof, (i) 
shall be issued in full~ registered form, without interest cou- 
~pons, with the principal of and interest on such Bonds to be 
payable only to the registered owners thereof, (ii) may and 
shall be redeemed prior to their scheduled maturities, (iii) 
may be transferred and assigned, (iv) may be converted and ex- 
changed for other Bonds, (v) shall have the characteristics, 
(vi) shall be signed and sealed, and (vii) the principal of and 
interest on the Bonds shall be payable, all as provided, and in 
the manner required or indicated, in the FORM OF SUBSTITUTE 
BOND set forth in this Resolution. 

(f) Payment of Fees and Charges. The Issuer hereby c=ve- 
nants with the registered owners of Lhe Bonds that it will (i) 
pay the fees and charges, if any, of the Paying Agent/Registrar 
for its services with respect to the payment of the principal 
of and interest on the Bonds, when due, and (ii) pay the fees 
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, ,. any, of the Paying Agent/Reglstrar for services 
an~ charges -= . wl~n respect to the transfer o~ registration of Bonds, and with 
respect to the conversion and exchange o~ Bonds solely to the 
exten= above provided in this Resolutlon. 

Substl:ute Paying Aqent/Re~is:ra[- The Issuer cove- 
(g) :he reglstered owners of the Bond~:~ ~hat at all times 

nants Wlth 
• ~,~= the Bonds are outstanding the Issuer will p#ovide a com- 
petent and legally qualified bank, trust company, financlal 
Instltutlon, or other agency to act as and perform the services 
cf ?aylng Agenu/Reglstrar for th~ Bonds under r/%is Resolution, 
and that~the Paying Agent/Registrar will be one entity. The 
Issuer reserves the right to, and may, at l~s option, change ~ ....... ......... 
the Paylng Agent/Reglstrar upon not less than }20~daY s written 
notlce to the Paying Agent/Reglstrar, to be effective not later 
than 60 days prior to the next principal or interest payment 
date after such notlce. In the event that the entity at any 
tlme acting as Paying Agent/Registrar (or its successor by 
.merger, acquisition, or other method) should resign or other- 
wise cease to act as such, the Issuer covenants that promptly 
it wlll appolnt a competent and legally qualifiedT~bank, trust 
co-~an,, financial insti tutlOn,~Or other agency to a c ~ ~ Y  ~ 

~ z, . . . . .  ~- ~-olution~ U,~on any ~nang~n 
~ " ~  ~ .... -= ....... ~. nrevious Pavinq Agenc/Meglsu-az 
the Paying Agent/~eglsuraa, ---- = . . . . .  
promptly shall transfer and deliver ~he RegisTration Books ~(or 
a copy thereof), along with all other pertinent books and 
records relating to the Bonds, to the new Paying Agent/Regis- 
trar designated and appointed by the Issuer. Upon any change 
in the Paying Agent/Registrar, the Issuer promptly will cause a 
written notice thereof to be sent by the new Paying Agent/Reg- 
istrar to each registered owner of the Bonds, by United States 

mail, first-class postage pzepaid, which notice also shall~ give 
the address of the new Paying Agent/Registrar. By accepting 
the Position and performing as such, each Paying Agent/Regis- 
trar shall be deemed to have agree~ to the provisions of this 
Resolution, and a certified copy of this Resolution shall be 
delivered to each Paying Agent/Registrar. 

Section 7. FORM OF SUBSTITUTE BONDS. The form of all 
Bonds issued in conversion and exchange or replacement of any 
other Bond or portion thereof, including the fo~m of Paying .~ 
Agent/Registrar's Certificate to be printed on each of such 
Bonds, and the Form of Assignment to be printed on each of the 
Bonds, shall be, respectively, substantially as follows, with 
such appropriate variations, omissions, or insertions as are' 
permitted or required by this Resolution. 

FORM OF SUBSTITUTE BOND 

NO. >~ UNITED STATES OF AMERICA PRINCIPAL AMOUNT 
STATE OF TEXAS $ 

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

~ SERIES 1985 

CUSIP NO. 
INTEREST RATE MATURITY DATE 

% 

ON THE MATURITY DATE specified above the EQARD OF REGENTS 
OF THE UNIVERSITY OF TEXAS SYSTEM (the "Issuer"), being an 
agency and political subdivision of the State of~Texas, hereby 

promises to pay to 
the registered assignee hereof (either being hereinafter calle~ 
the "registered owner") the principal amount of 
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and to pay Interest thereon, calculated on 
the bas~s cf a 360-day year composed of ~welve 30-day ,months, 
f=o~ OCTOBER i5, 1985, to the maturity date specified above, or 
the dare of redemption prior to maturity, at the interest rate 
per ann~ spec:fied above; with interest beinc payable on jULY 
I, !986, and semlannually on each JANUARY ! and JULY I ~here- 
a:~er, except ~hat if the da~e of authentication of this Bond 
is later than JUNE 15, 1986, such principal amount shall bear 
interest from the interest payment date next preceding the date 
cf authentication, unless such date of authentication is after 
any Record Date (hereinafter defined) but on or before the next 
following interes~ payment date, in which case such principal 
amount shall bear interest from such next following interest 

payment date. 

THE PRINCIPAL OF AND /!INTEREST ON this Bond are payable in 
lawful ~oney of the United States of America, without exchange 
or collection charges. The principal of this Bond shall be 
paid to the registered owner hereof upon presentation and sur- 
render of th~s Bond at matu=ity or upon the date fixed for its 
redemption prior to maturity, at the principal corporate trust 
office of MBANK AUSTIN, NATIONAL ASSOCIATION, AUSTIN, T~£AS, 
which is the "Paying Agent/Registrar" for this Bond. The pay- 
ment of interest on this Bond shall be made by the Paying 
Agent/Registrar to the registered owner hereof on each interest 
payment date by check or draft, dated as of such interest pay- 
ment date, drawn by the Paying Agent/Registrar on, and payable 
solely from, funds of the Issuer required by the resolution 
authorizin 9 the issuance of the Bonds (the "Bond Resolution") 
to be on deposit with the Paylng Agent/Registrar for such pur- 
pose as hereinafter provided; and such check or draft shall be 
sent by the Paying Agent/~egistrar by United States mail, 
:i~st-class postage prepaid, on each such interest payment 
date, to the registered owner hereof, at the address of the 
registered owner, as it appeared on the 15th day of the month 
next preceding each such date (the "Record Date") on the Regis- 
tration Books kept by the Paying Agent/Registrar, as herein- 
after described. In addition, interest may be paid by such 
other method acceptable to the Paying Agent/Registrar, re- 
quested by, and at the risk and expense of, the registered 
owner hereof. Any accrued interest due upon the redemption of 
this Bond prior to maturity as provided herein shall be paid to 
the registered owner at the principal corporate trust office of 
the Paying Agent/Registrar upon presentation and surrender of 
this Bond for redemption and payment at the principal corporate 
trust office of the Paying Agent/Registrar. The Issuer cove- 
nants with the registered owner of this Bond that on or before 

:each principal payment date, interest payment date, and accrued 
interest payment date for this Bond it will make available to 
the Paying Agent/Registrar, from the "Interest and Sinking 
Fund" created by the Bond Resolution, the amounts required to 
provide for the payment, in immediately available funds, of all 
principal of and interest on the Bonds, when due. 

IF THE DATE for the payment of the principal of or inter- 
est on this Bond shall be a Saturday, Sunday, a legal holiday,~ 
or a day on which banking institutions in the City where the 
Paying Agent/Registrar is located are authorized by law or ex- 
ecutive order to close, then the date for such payment shall be 
the next succeeding day which is not such a Saturday, Sunday, 
legal holiday, or day on which banking institutions are author- 
ized to close; and payment on such date shall have the same 
force and effect as if made on the original date payment was 

due. 

THIS BOND is one of an issue of Bonds initially dated 
OCTOBER 15, 1985, authorized in the principal amount of 
$345,970,000, FOR THE PURPOSE OF PROVIDING FUNDS TO REFUND 
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pE.~LA:~ENT UNI~D:_RSITY FUND BONDS OF THE BOARD OF REG~---NTS OF THE 
L~IVKRSITY OF TEXAS SYST=~M, NOW OUTSTANDING IN THE AGGREGATE 

.R.~,CIPAL ~MOS~T OF $384 065,000 

...... i995 or on any interest Da~,-nent daze there- 
after• the BonGs of this Series may be redeemed prior to their 
scheduled maturaties, at the option of the Issuer, with funds 
derived from any available and lawful source, as a whole, or in 
part, and, i ~ in part, the particular Bonds, or portions 
thereof• to be redeemed shall be selected and designated by the 
issuer (provided that a portion of a Bond may be redeemed only 

,,u.~Ip.e of $5,000) at a redemption price equal In an integral -~- l , . 
to the par or principal amount thereof and accrued interest: to 

the date fixed for redemption. 

ON JULY i, 2003, and on July i, 2004, the Bonds of this 
issue scheduled to mature on July i, 2005, are subject to man- 
datory sinking fund redemption prior to their scheduled matur- 
ity and shall be redeemed by the Issuer, in part, prior rgD 
their scheduled maturity, with the particular Bonds or portions 
thereof to be redeemed to be selected and designated by the 
issuer (provided that a portion of a Bond may be redeemed only 
in an integral muluiple of $5,000), with money from the Inter- 
est and Sinking Fund, at a redemption price equal to the par or 
principal amount thereof and accrued interest to the date of 
redemption, on the dates, and in the principal amounts, respec- 
tively, as set forth in the following schedule: 

Redemption Dates Principal Amounts 

JULY !, ~2003 $36,325,000 
JULY i, 2004 ~ $44,925,000 

The principal a;nount of the Boz~ds required to~ be redeemed on 
each such redemption date pursuant to the foregoing operation 
of the mandatory sinking fund shall be reduced, at ~he option 
of the Issuer, by the principal amount of any Bonds scheduled 
to mature on July I, 2005, which, at least 45 days prior to the 
mandatory sinking fund redemption date, (i) shall have been 
acquired by the Issuer and delivered to the Paying Agent/Regis- 
trar for cancellation, or (2} shall have been acquired and 
cancelled by the Paying Agent/Registrar at the direction of the 
Issuer, with funds from the Interest and Sinking Fund, in 
either case at a price not exceeding the par or principal 
amount of such Bonds and accrued interest to the date of 
purchase thereof. 

AT LEAST 30 days prior to the date fixed for any redemp- 
tion of Bonds or portions thereof prior to maturity a written 
notice of such redemption shall be published once in a finan- 
cial publication, journal, or report of general circulation 
among securities dealers in The City of New York, New York (in- 
cluding, but not limited to, The Bond Buyer and The Wall Street 
Journal), or in the State of Texas (including, but not limited 
to, The Texas Bond Reporter). Such notice~also shall be sent 
by the Paying Agent/Registrar by United States mail, 
first-class postage pzepaid, not less than 30 days prior to the 
date :~fixed for any such redemption, to the registered owner of 
each Bond to be redeemed at its address as it appeared on the 
45th day prior to such redemption date; provided, however, that 
the failure to send, mail, or receive such notice, or any de- 
fect therein or in the sending or mailing thereof, shall not 
affect the validity or effectiveness of the proceedings for the 

( )  , ,  
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:edempt:on of any Bond, and it is hereby speclfica!iy prcvmded 
that the pubiicat:on of such notice as required above shall be 
the only notlce actually required in connection with or as a 
prerequislte to the redemption of any Bonds or portions there- 
el. By the date fixed for any such redemption due provision 
shall be made wi~h the Paying Agent/Registrar for the payment 
of the required redemption price for the Bonds or portions 
thereof which are to be so redeemed, plus accrued interest 
~hereon to the date fixed for redemption, if such written no- 
tice of redemptlon is published and if due provision for such 
payment is made, all as provided above, the Bonds or portions 
~hereof which are to be so redeemed thereby automatically shall 
be treated as redeemed prior to their scheduled maturities, and 
they sh~l~ll not bear interest after the date fixed for redemp- 
tion, a~id they shall not be regarded as being outstanding ex- 
cept for the right of the registered owner to receive the re- 
demptio n price plus accrued interest from the P~ying Agent/ 
Registrar out of the funds provided for such payment. ~f a 
portion iof any Bond shall be redeemed a substitute Bond or 
Bonds having the same maturity date, bearing interest at the 
same rah~ In any denomination or denominations in any integral 
multiple ~)of $5,000, at the written request of the registered 
owner, and in aggregate principal amount equal to the %unre- 
deemed portion thereof, will be issued to the registered owner 
upon d~e ;~urrender thereof for cancellation, at the expense of 
the Issuer, all as provided in the Bond Resolution. 

THIS BOND OR ANY PORTION OR PORTIONS HEREOF IN ANY iNTE- 
GRAL MULTIPLE OF $5,000 may be assigned and shall be trans- 
ferred only in the Registration Books of the Issuer kept by the 
Paying Agent/Reg istrar~acting in the capacity of registrar for 
the Bonds, upon the te~s and conditions set forth in the Bond 
Resolution. Among other requirements for such assignment and 
transfer, this Bond must be presented and surrendered to the 
Paying Agent/Registrar, together with proper instruments of 
assignment, in form and with guarantee of signatures satisfac- 
tory to the Paying Agent/Reg istrar,~ evidencing assignment of 
this Bond or any portion or portions hereof in any integral 
multiple of $5,000 to the assignee or assignees in whose name 
or names this Bond or any such portion or portions hereof is or 
are to be transferred and registered. The form of Assignment 
printed or endorsed on this Bond shall be executed by the reg ~ 
istered owner or its duly authorized attorney or representa- 
tlve,to evidence the assignment hereof. A new Bond or Bonds 
payable to such assignee or assignees (which then will be the 
new registered owner or owners of such new Bond or Bonds), or 
to the previous registered owner in the case of the assignment 
and transfer of only a portion of this Bond, may be delivered 
by the Paying Agent/Registrar in conversion of and exchange for 
this Bond, all in the form and manner as provided in the next 
paragraph hereof for the conversion and exchange of other 
Bonds. The Issuer shall pay the Paying Agent/Registrar's tees 
and charges, if any, for making such transfer, but the one re- ~ 
questing such transfer shall pay any taxes or other governmen- 
tal charges required to be paid with respect thereto. The Pay- 
ing Agent/Registrar shall not be required to make transfers of 
registration of this Bond or any portion hereof (i) during the 
period commencing with the close of business on any Record Date 
and ending with the opening of business on the next following 
principal or interest payment date, or, (ii) with respect to 
any Bond or any portion thereof called for redemption prior to 
maturity, within 45 days prior to its redemption date. The 
registered owner of this Bond shall be deemed and treated by 
the issuer and the Paying Agent/Registrar as the absolute owner 
hereof for all purposes, including payment and discharge of 
liability upon this Bond to the extent of such payment, and the 

: Issuer and the Paying Agent/Registrar shall not be affected by 
any notice to the contrary. "!i ~ 
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AL~ BONDS OF THIS SERIES are issuable solely as fully reg- 
istered bonds, without anterest coupons, an ~ne denomination of 

-.-~-~-~e of $5 000. As provided in the Bond Reso- 
any integral ~-~- lut~on, this Bond, or any unredeemed portion hereof, may, at 
the request of the registered owner or the assignee or assign- 
ees hereof, De converted into and exchanged for a like aggre- 
gate principal amoun~ of fully registered bonds, without inter- 
est coupons, payable ~o the appropriate registered owner, as- 
signee, or assignees, as the case may be, having the same matu- 
rity date, and bearing interest at the same rate, in any denom- 
ination or denominations in any integral multiple of $5,000 as 
requested in writing by the appropriate registered owner, 
assignee, or asslgnees, as ~he case may be, upon surrender of 
this Bond to the Paying Agent/Registrar for cancellation, all 
in accordance with the form and procedures set forth in the 
Bond Resolution. The Issuer shall pay the Paying 
Agent/Reglstrar's standard or customary fees and charges for 
transferring, converting, and exchanging any Bond or any por- 
tion thereof, but the one requesting such transfer, conversion, 
and exchange shall pay any taxes or governmental charges re- 
quired to be paid with respect thereto as a condition precedent 
to the exercise of such privilege of conversion and exchange. 
The Paying Agent/Registrar shall not be required to make any 
such conversion and exchange (i) during the period commencing 
wir~ the close of business on any Record Date and ending with 
the opening of business on the next following principal or in- 
terest payment date, or, (ii) with respect to any Bond or por- 
tion thereof called for redemption prior to maturity, within 45 

days prior to its redemption date. 

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

IT IS HEREBY certified, recited, and covenanted that this 
Bond has been duly and validly authorized, issued, and deliv- 
ered; that all acts, conditions, and things required or proper 
to be performed, exist, and be done precedent to or in the au- 
thorization, issuance, and delivery of this Bond have been per- 
forme~, existed, and been done in accordance with law; and that 
the interes~ on and principal of this Bond, and other Bonds of 
this Series, 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", 
as such terms are defined in the Bond Resolution, all in accor- 
dance wi~h Section 18, Article Vll of the Texas Constitution 

and other applicable laws. 

THE ISSUER has reserved the right, subject to the restric- 
tions referred to in the Bond Resolution, (i) to issue Addi- 
tional Parity Bonds and Notes which also may be secured by and 
made payable from a first lien on and pledge of the aforesaid 
Interest of The University of Texas System in the Available 
University Fund, in the same mariner and to the same extent as 
this Bond, and (ii) to amend the Bon d Resolution with the ap- 
proval of the owners of 51% in principal amount of all out- 
standing bonds and notes which are secured by and payable from 
a first lien on and pledge of the aforesaid Interest of The 
University of Texas System in the Available University Fund. 

THE 2~GISTERED OW~ER hereof shall never have the right to 
demand payment Of this Bond or the interest hereon out of any 
funds raised or to be raised by taxation or from any source 
whatsoever other than specified in the Bond Resolution. 
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BY BECOMING the registered owner of this Bond, the reg "s 
-~d uwner thereby acknowledges all of the terms and provi- 

s-~o,~= of the Bond Resolution, agrees to be bound by such terms 
and provlsions, ac.~nowledges that the Bond Resolution is duly 
recorded and available for inspectlon in the official minutes 
and records of the Issuer, and agrees that the tez~us and provi- 
slons of this Bond and the Bond Reso!utlon constitute a con- 
tract between each registered owner hereof and the Issuer. 

IN WITNESS Kq~EREOF, the Issuer has caused this Bond to be 
slgned with the facsimile signature of ~he Chairman of r~he 
Issuer and countersigned wi~. the facsimile signature of the 
Executive Secretary of the issuer, and has caused the official 
seal of the issuer to be duly impressed, or placed in fac- 

simile, on this Bond. 

(facsimile signature) 
Executive Secretary, Board o~ 
Regents of The UnlversltY of 
Texas System 

(facsimile signature) 
Chair~n, Board of Regents o£ 
The University of Texas System 

(BOARD SEAL) 

FORM OF PAYING AGENT/REGISTRAR~S AUTHENTICATION CERTIFICATE 

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE 

it is hereby certified that this Bond has been issued un- 
der the provisions of the Bond Resolution described in this 
Bond; and that this Bond has b~en issued in conversion of and 
exchange for or replacement of a bond, bonds, or a portion of a 
bond or bonds of an issue %hich originally was approved by the 
Attorney General of the State of Texas and registered by the 
Comptroller of Public Accounts of the State of Texas. 

MBANK AUSTIN, NATIONAL ASSOCIATION, 
AUSTIN, TEXAS 

Paying Agent/Registrar 

Dated Aur/norized Representative 

FORM OF ASSIGNMENT: 

ASSIGNMENT 

FOR VALUE RECEIVED, the undersigned registered owner of 
this Bond, or duly authorized representative or attorney there- 

of, hereby assigns this Bond to 

/ / 
(Assignee'-s-~cial (print or typewrite Assignee's name and 
Security or Taxpayer address, including zip code) 

Identification Number) = 

and hereby Irrevocably cons~Itutes and appoints 

attorney to transier the registration of this Bond on the 
Paying Agent/Registrar's Registration Books with full power of 

substitution in the premlses. 

- 2 2  - 
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Dated: 

Signauure Guaranteed: 

NOTICE: This signature must b= 
guaranteed by a member of the 
New York Stock Exchange or a 
commercial bank or trust 
company. 

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

Section 8. SECURITY AND PLEDGE. Pursuant to the provi- 
sions of the Amendment to Section 18 of Article VII of the 
Texas Constitution, approved by vote of the people of Texas on 
November 6, 1984, all of the Bonds, and any Additional Parity 
Bends and Notes hereafter issued, and the interest thereon, 

and pay- sha.~ be and are hereby equally and ratably secured by 
able from a first lien on and pledge of the Interest ot The 
University of Texas System in the Avallable University Fund. 

Section 9. PAYMENT OF BONDS AND ADDITIONAL PARITy BONDS 
~ND NOTES. (a) The Comptroller of Public Accounts of<~the 
State of Texas previously has established and shall mall%rain in 
the State Treasury a fund to be known as "Board of Regents of 
The University of Texas System Permanent University Fund Bonds 
Interest and Slnking Fund" (herein called the "Interest and 
Sinking Fund"). The Board and the officers of The University 
of Texas System shall cause the Comptroller of Public Accounts 
of the State of Texas (i) to transfer to the Interest and Sink- 
ing Fund, out of The University of Texas System Available Uni- 
versity Fund (the fund in the State Treasury to which is depos- 
ited the Interest of The University of Texas System in the 
Available University Fund), on or before each date upon which 
principal of or interest on the Bonds and the Additional Parity 
Bonds and Notes, when issued, i~ due and payable, and whether 
by reason of maturity or optional or mandatory redemption prior 
to maturity, and (ii) to withdraw from the Interest and Sinking 
Fund, and deposit with the Paying Agent/Registrar on or before 
each such date, the amounts of interest ~r principal and inter- 
est which will come due on the Bonds and Additional Parity 
Bonds and Notes on each such date, and in such manner that such 
amounts, in immediately available funds, will be on deposit 
with the Paying Agent/Registrar at least by each such date. 

(b) When Additional Parity Bonds or Notes are issued pur- 
suant to the provisions of this Resolution, the Board, the 
officers of The University ct Texas System, and the Comptroller 
of Public Accounts, shall follow ~ubstantially the same proce- 
dures as provided above in connection with paying the principal 
of and interest on such Additional Parity Bonds or Notes whet. 
due; provided, however, that other and different banks or 
places of payment (paying agents) and/or Paying Agent/Regis- 
trars and dates an@ methods of payment and other procedures not 
in conflict with this Resolution may be named and provided for 
in connection with each issue of Additional Parity Bonds or 
Notes. In the event that any such Additional Parity Bonds or 
Notes are made optional or redeemable prior to maturity, the 
resolution or resolutions authorizing the issuance of such Ad- 
ditional Parity Bonds or Notes shall prescribe the appropriate 
procedures for redeeming same. 

Section 10. DISPOSITION OF FUNDS. After provision has 
been made for the payment of the principal of and interest on 
the Bonds and any Additional Parity Bonds and Notes, when 
issued, the balance of the Interest of The University of Texas 

System in the Available University Fund each year shall be made 
available to the Board in the manner provided by law and by 
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regulations of the Board to be used by said Board as it may 
z 

lawfully direct- 

Section il. COVENANTS. The Board covenants and agrees as 

" 71 

:o__ows: ds or any Additional Parity Bonds 
(a) That while the Bon . t~_ -~=rd will maintain and 

or Notes are outstanding ane unpala ~n~ ~- Fund in a 
invest and keep invested the Pe -~manent University 
prudent manner and as required by law. 

(b) That the Board will restrict expenditures for admin- 
istering the Permanent University Fund (administrative ex- 
penses) to a minimum consistent with prudent business judgment. 

(c) That the Board will duly and punctually pay or cause 
to be paid the principal of every Bond and every. Additional 
Parity Bond and Note, when issued, and the interest~ thereon, 
from the sources, on the days, at the places, and in the manner 
mentioned and provided in such obligations, according to the 
true intent and meaning thereof, and that it will duly cause to 
be called for redemption prior to maturity, and wilZ cause to 
be redeemed prior to maturity, all Bonds and all Additional 
Parity Bonds and Notes, when issued, which by their ~erms are 
mandatorily required to be redeemed prior to maturitY, when and 

" and 
as so required, and that it will faithZully do and perform 
at all times fully observe all covenants, undertakings and pro- 
visions contained in this Resolution and in the aforesaid obli- 

gations. ,~ 

. ce t for the Bonds and the Additional~ Parity 
(d) That, ex p • - .... thereon, the Board wii~l not 

s and the In.er~ Bonds and Note , .. ~ ..... ,~ or exist any llenlor 
at any time create or allow ~ ~  f The University of Texas 

n~ or ~he ~=~ . . . . .  charge upon the Fu ..... . ~- Fund unless such llen or 
• vailaD±e unlversaux , System ~n the A ...... ; ~,,bordinate in all respects to i the 

charge is maee ]unlor ~*~ ~ 
liens, pledges, and covenants in connection with the Bond 9 and 
any Additional Parity Bonds and Notes but the right to issue 
junior and subordinate lien obligations payable from such fin- 
retest is specifically reserved by the Board; and that theilien 
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 of:iceus of The University of Texas System, and the 
Board will, subject to the provisions hereof, continuously pre- 
serve the Fund and each and every part thereof. 

(e) That proper books of records and accounts will be 
kept in which true, full, and corr ect~ entries will be made of 
all income, expenses, and transactions of and in relation to 
the Fund and each and every part thereof in accordance with 
accepted accounting practices. As soon after the close of each 

cal ear (September 1 to Augu st~ 31, inclusive) as may rea- 
fis Y . . . . . .  ~ ;..rnish to all bondholders and 
sonably be done the ~oara w~ ~..;~ .... ~ ~n~rts bv the State 
owners who may so reques , .... ;~-- fiscal year, showlng the 
Auditor of Texas :or tne.p[~u~=~1~e d from investments of the 
income to the Fund, th~ ~,u~nt r~--T--- . ~ 

Fund, total sums accruing to The Unlverslty of Texas System as 
the Interest of The University of Texas System In the Available 
University Fund, the cost of administering the F~nd, the amount 
actually paid as principal of and interest on the Bonds and 
Additional Parity Bonds and Notes, when issued, and the amount 
made available to the Board as available funds under Section i0 

of this Resolution. 

(f) That on February 14, 1985, the Board adopted a reso- 

lution with the following caption: 
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"RESOLUTION .MAKING COVENANTS AS TO T~E INVEST.~T OF THE 
pE~_ANENT UNIVERSITY FUND IN CONNECTION WITH PER~__~! - 
b~IVERSITY FUND BONDS AND NOTES ~ND COVENANTING TO.:M/~:~ 
PROM2T TRANSFER OF INCOME TO THE TEX~ A&M UNIVERSITY 
SYSTEM OF ITS PART OF THE INCOME FROM THE pERMANENT 5~I- 

= - v FUND . . . .  ..... V~RS~T- 

and the Board recognizes and acknowledges ~hat =he owners and 
holders of certain bonds payable from income from the Permanent 
University Fund which heretofore have been, and hereafter may 
be, issued by the Board of Regents of The Texas A&M University 
System are and will be legally~ entitled to rely on the provi- 
sions of said resolution until and unless such obligations are 
refunded or retired in such manner as to permit a change in 
said provisions; and it is hereby covenanted that the Board 
will comply with the provisions and covenants of said resolu- 
tion so long as required to avoid impai:ing or adversely af- 
fecting the legal rights of the owners and holders of any bonds 
payable from income from ~he Permanent University Fund issued; 
at any time by the Board of Regents of The Texas A&M University 
System who are entitled to rely thereon. The owners and 
holders of the Bonds and Additional Parity Bonds and Notes, 
when issued, shall not be entitled to rely'on the provisions 
and covenants or said resolution, and shall be entitled to rely 
only on the provisions and covenants of this Resolution. 

Section 12. ADDITIONAL PARITY BONDS/~/qD NOTES. The Board 
reserves the right and shall have full power at any time and 
from time to time~, to authorize, issue, and deliver Additional 
Parity Bonds and/or Additional Parity Notes, in as many sepa- 
rate installments or series as deemed advisable by the Board 
but only for the purposes and to the extent provided in the 
Amendment to Section 18, Article VII, of the Texas Constitu- 
tion, adopted by vote of the people of Texas on November 6, 
1984, or in any Amendment hereafter made to said Section 18, 
Article VII, of the Texas Constitution, or for refunding pur- 
poses as provided by law. Such Additional Parity Bonds and 
Notes, when issued, and=the interest thereon, shall be 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, in the same manner and to the same 
extent as are the Bonds issued pursuant to this Resolution,~ ands: 
the Bonds and the Additional Parity Bonds and Notes, when ...... ~ ..... 
issued, and the interest thereon, shall be:on: a=pari~Y and in 
all respects of equal dignity .... It =is further covenanted that 
no installment or series ~ of~AdditiOnal Parity Bonds or Notes 
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 Require- 

~ ments of the installment or series of Additiona~ Parity 
Bonds or Notes then proposed to be issued and all then 
outstanding Bonds and Additional Parity Bonds and Notes 
which will be outstanding after the issuance and delivery: 
of said proposed installment or series. 

(b) a certificate to the ~ffect that the total prin- 
cipal amount of (i) all Bonds and Additional Parity Donds 
and Notes 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 
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~he issuance and d e l i v e r /  of  the i n s t a ! ~ e n t  or se r ies  o f  
Addz: icna!  P a r i t y  Bonds or Notes then pro~x~sed to  be 
issued w i l l  n o t e x c e e d  20% of  the cost  value o f  i n v e s t -  
men:s and other  assets c,f :be Pe~-~anent U n i v e r s i t y  Fund 
. . . .  ~, ,~ve cf  tea;  es ta te)  au the t ime the proposed se r i es  
cr ~nstallment of Addltlona~ Parity Bonds or No~es is 

issued. 

Sec:!on !3. INDIV:DUAL5 NOT L:ABLE. All covenants, stip- 
uiatlons, obllgations, and agreements of the Board contained In 
-~ Resolu:ion shall be deemed to be covenants, stipulations, 
~..iS 
obligations, and agreements of The University of Texas System 
and the Board to th~ full extent authorized or pe-~mitt ed by the 
Constltution and laws of the State of Texas. No covenant, 
stipuiation, obligation, or agreement herein contained shall be 
deemed to be a covenant, ~tipulation, obligation, or agreement 
of any member of the Board ~ or agent or employee of the Board in 
his individual capacity and neither the members of the Board 
nor any officer thereof shall be liable personally on the Bonds 
or Additional Parlty Bonds or Notes when issued, or be subject 
to any personal liability or accountability by reason of the 

issuance thereof. : 

Section !4. REMEDIES. Any owner oz ~ holder of any of the 
Bonds or Additional Parity Bonds or Notes, when issued, i~ the 
event of default in cor~ect£on with any covenant contained 
herein, or default in the payment of said obligations, or of 
any interest due thereon, shall have Cthe right to institute :~ 
mandamus proceedings agaznst the Board or any other necessary 
or appropriate party for the purpose of enforcing payment from 
the moneys herein pledged or for enforcing any covenant herein 

contained. 

Section 15. DEFEASANCE OF BONDS. (a) Any Bond and the 
interest thereon shall be deeme'd to be paid, retired, and no 
longer outstanding (a "Deteased Bond") within the meaning of 
this Resolution, except to the extent provided in subsection 
(d) of this Section, when the payment of all principal and in- 
terest payable with respect to such Bond to the due date or 
dates thereof (whether ~such due date or dates be by reason of 
maturity, upon redemption, or otherwise) either (i) shall have 
been made or caused to be made in accordance with the terms 
thereof (including the giving of any required notice of redemp -~ 
tion), or (ii) shall have been provided for on or before such 
due date by irrevocably depositing with or making available to 
the Paying Agent/Registrar for such payment (i) lawful money of 
the United States of America sufficient to make such payment or 
(2) Government Obligations whic5 mature as tO principal and 
interest in such amounts and at such times as will iasure the 
availability, without reinves~ment, of sufficient money to pro- 
vide for such payment or (3) any combination of (I) and (2) 
above, and when proper arrangements have been made by the 
Issuer with the Paying Agent/Registrar for ~ the payment of its 
services until after all Defeased Bonds shall have become due 
and payable. At such time as a Bond shall be deemed to be a 
Defeased Bond hereunder, as aforesaid, :such Bond and the inter- 
est thereon shall no longer be secured by, payable from, or 
entitled to the benefits of, the Interest of The University of 
Texas System in the Available University Fund, and such princi- 
pal and interest shall be payable solely from such money or 
Goverr~ent Obligations, and shall not be regarded as outstand- 
ing for the purposes of Section 12 hereof or any other purpose. 

(b) Any moneys so deposited with or made available to the 
Paying Agent/Registrar may at the written direction of the 
Issuer also be invested in Government Obligations, maturing in 
the amounts and times as hereinbefore set forth, and all income 
from such Government Obligations received by the Paying Agent/ 
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Registrar  which is not required for :he p a ~ e n t  of  the Bonds 
and i n t e r e s t  :hereon, wi~n resp~ect :o which such money has been 
so deposited, shall be turned over uo the Issuer, or deposited 

--~--~u by ~he issuer. as directed In ....... . 

(c) The :eLm "Government 0bligatlcns" as used in thzs 
Sect&on, shall mean direct obligatlons of ~he United States of 

_.. P - -p 92~rlca, ~-cluding obligations the rinc ~ al of and interest cn 
whlch are unconditionally guaranteed by the United States of 
"~erlca, which may be United States Treasury obligations such 
as its State and Local Goverm~ent Series, whlch may be in 

t 

book-ent_~: - fcr~. 

(d) Until all Defeased Bonds shall have become due and 
payable, the Paying Agent/Registrar shall perform the services 
ef Paying A=ent/Registrar for such Defeased Bonds the same as 
If ~hey had~nct been defeased, and the Issuer shall make proper 
arrangements to provide and pay for such services as required 

by this Resolution. 

~Section ~6. DAMAGED, ML~LATED, LOST, STOLEN, OR DE- 
STROYED BONDS. (a) Replacement Bonds. In the event any out- 
standing Bond is damaged, mutilated, lost, stolen, or de- 
stroyed , ~he Paying Agent/Registrar shall cause to be printed, 
executed, and delivered, a new bond of the same principal 
amount~ or maturity amount, maturity, and interest rate, as the 
damaged, mutilated, lost, stolen, or destroyed Bond, in re- 
placement for such Bond in the manne~/ hereinafter provided. 

(b) Application for Replacement Bonds. Application for 
replacement of damaged, mutilated, lost, stolen, or destroyed 
Bonds shall be made to the ~aying Agent/Registrar. In every 
case of loss, theft, or destruction of a Bond, the applicant 
for a replacement bond shall furnish to the Issuer and to r.he 
Paying Agent/Registrar such sec%rity or indemnity as may be 
required by them to save each of them harmless from any loss or 
damage wit/% respect thereto. Also, in every case of loss, 
theft, or destruction of a Bond, the applicant shall furnish to 
the Issuer and :~o the Paying Agent/Reg istrar evidence to their 
satisfaction of the loss, theft, or destruction of such Bond, 
as the case may be. In every case of damage or mutilation of a 
Bond, t_he applicant shall surrender to the Paying Agent/Regis- 
trar for cancellation the Bond so damaged or mutilated. 

(c) Payment in Lieu of Replacement. Notwithstanding the 
foregoing provisions of thls Section, in the event any such 
Bond shall have matured, and no default has occurred which is 
then continuing in the payment of the principal of, redemption 
premlum, if any, or interest on the Bond, the ISsuer may au- 
thorize the payment of the same (witho~it surrender thereof ex- 
cept in the case of a damaged or mutilated Bond) instead of 
issuing a replacement Bond, provided ~security or indemmity is 
furnished as above provided in this Section. 

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

I ~,, (e) Authority for Issuin~ Replacement Bonds. In accor- 
%~.%nce with Section 6 of Vernon's Ann. Tex. civ, ~t. Art. 

z 
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-17k-6, =his Section of zhas Resolution shall constitute au- 
-he ..... for the ~ssuance of any such replacement bond without 
necessity of fur:her actlon by :he ~ ~ -~- body of the issuer 
cr any other bcdy or person, and the duty of the replacement of 
such bonds as hereby authori:ed and imposed upon the Paying 
Agen:/Reglstrar, and the Paying Agent/Registrar shall au~en- 
tlcate anddellver such Bonds in ~he fc~ and manner and with 
the effect, as prcvlded in Section 6(d) of this Resolution for 
Bcnds issued in conversion and exchange for other Bonds. 

Section 17. ~DMENT OF RESOLb~ION. (a) The owners of 
Bonds and ~-~nal Parity Bonds and Notes (hereinafter in 
this Sectlon collectively called "Bonds and Additional Bonds") 
aggregating 51% in prlncipa! amount of the aggregate principal 
amount of then outstanding Bonds and Addl~ionai Bonds shall 
have the rlqht from n~me to tame to approve any amendment to 
any resolution authcrlzlng the issuance of Bonds or Additional 
Bonds whlch may be deemed necessary or deslrabie by r~e Issuer, 
provided, however, that nothing herein contalned shall permit 
or be construed to permit, withou~ the approval of the owners 
of all of the outstanding Bonds and Additional Bonds, the 
amendment of ~he terms and conditions in said resolutions or in~ 
the Bonds or Additlonal Bonds so as ~o: 

(i) Make any change in the maturlty of the outstanding 
Bonds or Additlonal Bonds; 

(2) Reduce the rate o: interest borne by any of the 
outstanding Bonds or Additional Bonds; 

(3) Reduce the amount of the prlncipal payable on the 
outstanding Bond~ o~ Additional Bonds; 

(4) Modify the ter~is of payment of principal of or 
Interest on the outstanding Bonds or Additional 
Bonds, or impose any conditions with respect 
~o such payments; 

(5) Affect the riglnts of the owners of less than all of 
the Bonds and Additional Bonds then outstanding; 

(6) Change the minimum percentage of the princlpal amount 
of Bonds and Additional Bonds necessary for consent 
~o such amendment. 

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

and Additional Bonds. 

(c) Whenever at any time not less than thirty days, and 
within one year, from the date of the first publication of said 
notice or other service of w~itten notice of the proposed 
amendment the Issuer shall re¢i~ive an instrument or instruments 
executed by the owners of at feast 51% in aggregate principal 
amount of all Bonds and Additignal Bonds then outstanding, 
which instrument or instrumelit~, shall refer to the proposed 
amendment described in said no~'ice and which specifically con- 
sent to and approve such am endnie'nt in substantially the form. of 

t 
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- -.. # ~ ~d t h e  I s s u e r  ~ a v  a i c p t  ~he  

amendator? res~ ....... l- - ~ a~iv t~e same fo~ ~m- 

(d} Upon :he adopt ~on °~ any ~endator~/ :esolution pur- 
suant to the provisions of this Section, the resolution being 

' '  be deemed to be amended :n accordance with the 
amended s..a.~ 
3=endatory resolution, and ~he respective rights, duties, a/%d 
~.i.=atiens of the Issuer and all the owners of then outstand- 
ing Bends and ~dd~tlona~ Bonds and all future Additional Bonds 
shall thereafter be determined, exercised, and enforced here- 

" ~ respects to sucbil.amen~ment- 
under, subject ~n a~. 

~ n y  consent g i v e n  b y  t h e  owner of a Bond or Addinlon- 
. - ( ~ )  .-~ ...... ~ orovisions of this Sectlon star± D ~ 

,-~evocaD~e .o. a ~er- . - ,. -= ~ notice ~rovmded for 

............. t ...... ~ ~n~ or Additlonal ~on~ ~ u ~ - . , ~  = .... 
future owners oz ~n~ mmlu ..... . - ~:--- - ~  =ix 
period. Such consent may be revo~ec at any ~m~ a~=~ 
months from the date of the first pubiication of such notice by 
the owner who gave such consent, or by a successor in title, by 

for such 
_l.lng notice thereof with the Payinc::Ag ent/Registrar 
Bonds andAdditional Bonds and the Issuer, but such revocation 
shall not be effective if the owners of 51% in aggregate prin- 
cipal amount of the then outstanding Bonds and Additional Bonds 
as in this Section defined have, prlor to t~e attempted revoca- 
tion, consented to and approved the amendment. 

(f) For the purpose of this Section the ownership and 
other matters relating to all Bonds and Additional Bonds shall 
be determined from the registration books kept for such bonds 
by the Paying Agent/Registrnr therefor. 

Section 18. NO ARBITRAGE. The Issuer covenants to and 
w~th the registered owners of the Bonds that it will make no 
use of the proceeds of the Bonds at any time throughout the 
term of this issue of Bonds which, if such use hadbeen reason- 
ably expected on the date of delivery of the Bonds to and pay- 
ment for the Bonds by the purchasers, would cause the Bonds to 
be arbitrage bonds within the meay~kng of Section I03(c) of the 
Internal Revenue Code o~ 1954, a~ ~~ai~ended, or any regulations 
or rulings pertaining thereto; and by this covenant the Issuer 
is obligated to comply with the requirements of the aforesaid 
Section I03(c) and all applicable and pertinent Department of 
the Treasury regulations relating to arbitrage bonds. The 
Issuer further covenants that the proceeds of the Bonds will 
not otherwise be used directly or indirectly, nor will the 
Board take any other action, so as to cause al} or any part of 
the Bonds to be or become arbitrage bonds within the meaning of 
the aforesaid Section 103(c), or any regulations or rulings 

pertaining thereto. 

Section 19.. CUSTODY, APPROVAL, AND KEGISI~IATION OF 
INITIAL BOND; BOND COUNSEL' S ~OPINION, AND CUSIP NUMBERS. The 
Chairman of the issuer is hereby authorized to have control of 
the Initial Bond issued hereunder and all necessary records and 
proceedings pertaining to the Initial Bond pending its delivery 

.~ and investigation, exam%nation, and approval by the Attorney 
~ ~Texas and its reg~stratlon by the Genera~ of the Star 0~,~ , " " " 

Comptroller of Publ,c Accounts of the State of Texas. Upon 
registration of the Initial Bond said Comptroller of Public 
Accounts (or a deputy designated in writing to act for said 
Comptroller) snall manually sign the Comptroller's Registration 
Certificate on the Initial Bond, and the seal of said 
Comptroller shall be impressed, or placed in facsimile, on the 
Initial Bond. The approving legal opinion of the Issuer's Bond 
Counsel and the assigned CUSIP numbers may, at the option of 
the Issuer, be printed on the Initial Bond or on any Bond 
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~ssued and del~vered in conversion o: and exchange or replac=- 
=tent ~f any Bond, but neither shall have any legal effect, and 
snail De solely for the convenience and Infor~.~tlon of the reg- 

~s=ered owners of =he Bond. 

Sectlcn 20- ~ SALE OF INiTiAL BOND. The " "*" " Bond is 
hereby sold and ~hall be delivered to Morg~an Guaranty Trust 
Company of New York, New York, New York, and Associates, In 

; - e with law and pursuant to a Bond Purchase Contract In 
ac~or~a~.c 

<i form and substance sub=ittedat this meeting and dated the date 
of this meeting. The Chal.~uan of the Issuer is hereby auth- 
orlaed and directed to execute said Bond .~urchase Contract on 
behalf of the issuer, it is hereby found and determined by the 
Board that the price and terms for the sale of the Initial Bond 
as set forth in said Bond Purchase Contract are the most advan- 

tageous reasonably obtainable . . . .  

Section 21. OFFICIAL STATEMY~NT. An Official Statement 
dated the date~o f this meeting has been prepared in connection 
with the sale of ~he Initial Bond and the Bonds, in the form 
and substance submitted at this meeting. Said Official State- 
ment and any supplement or addenda thereto have been and are 
hereby approved, and their use in the offer and ~sale of the 
Bonds is hereby approved. It is further offici~lly found, ~ de- 
termined, and declared that the statements and representations 
r contained in said Official Statement are true and correct in 
ail material respects, to the best knowledge and belief of the 
Issue~. The distribution and use of the Preliminary Official 
Statement dated October !8, 1985, prio~ to the date hereof is 

hereby ratified and confixmed. 

: Section 22. REFUNDIN~ OF OUTSTANDING BONDS. That con,~ 
currently with the delivery of the Initial Bond the Issuer 
shall deposit wit~ ~ interFirst Bank Dallas, N.A., Dallas, Texas, 
as Escrow Agent, an amount from ~the proceeds from the sale of 
the Initial Bond sufficient, together with other available 
amounts, to refund all of the outstanding Permanent University 
Fund Bonds of the Board of Regents of the University of Texas 
System described in the preamble to this Resolution, and in 
accordance with Section 7A of Verno n~s Ann, Tex. S~', Article 
717k, as amended, and the applicable sections of Vernon's Ann. 
Tex. Civ. St. Article 717q. By resolution of the Issuer of 
even date herewith the Issuer has authorized the execution of 
an appropriate Escrow Agreement to accomplish such purpose. It 
is hereby found and determined (i) that the refunding of such 
outstanding bonds is advisable and necessary in order to re- 
structure the debt service requirements and procedures of the 
Issuer, and to remove and alter certain excessively restrictive 
covenants with respect to the investment of the Perman ent Uni- 
versity Fund and the issuance of additional parity bonds and 
notes; and (ii) that the debt service requirements on the Bonds 
on a present value basis will be less than those on the afore- 

said outstanding bonds. 

Section 23. FURTHER PROCEDURES. The Chairman of the 
the Executive Secretary of the I~uer, the Executive 

the Manager of Vice Chancellor fori Asset Management andil I 
Administration of The On£versity of Texag System, and all other 
officers, employees, and agents of the Issuer, and each of 
them, shall be and they are hereby expressly authcirized, em- 
powered, and ~dlrected from time to time and at any time to do 
and perform all such acts and things and to execute, acknowl- 
edge, and deliver in the name and under the seal/and on behalf 

a_~ such instruments whether or not herein men- 
of the issuer I~ 
tioned, as ma~ be necessary or desizable in.order to carry out 
the ~erms and provisions of this Resolution, the Bonds, the 
Bond Purchase Contract, the Official Statement,; and the Escrow 
Agreement. In case any officer whose signature appears on any 

: ) 
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• ~ before the delivery of such 
Bend sna cease -~ be such office 

. Su~icle~t 
=~d such s=gnature shall nevertheless be valid and # ;  
.... , = in for a!- purpcses the same as i he or she had remained 

c:flce un:!! such delivery. 

J2_: 

\/ 
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PURCI-L%SE CONTRACT 
Relan'ng to 

$~5 .970 .0~  

Board  of  Regen t s  o f  T h e  Univers i~"  of  T e x a s  S y s t e m  
Perman~n( University Fund Refunding Bond~ Series 1985 

.-k 1985 October ~ 

The Board of Regent~ 
The Um~'er~ny of Texas System 
20 1 V~'e~ "lh Street 
%ustm. T.".~a-¢,"S701 

Ladles and Gentlemen: 

The unders~g,ned. Morgan G,,aranty "[~i'ust Company of New York. New York. Ne~," York. t the 
"'Repr~tntatlve"L acting on behalf of it.~If and on beh,dfof any other underwnters named o ,  the list 
attached hereto as Exhlbit "A'" as such lh~t may from tlme to time be changed by the Representauve 
,the Representative and any such other unde.,'writers being collectlvely hereinafter called the 
"'U nde,"wn ters"L offer to enter into this Purchase Contract with theBoard of Regents of The University 
of Texas Svstem (th~ "r'Board"L subject to the Board's acceptance of this Purchase Contract on or before 
_¢:00 o'clock p.m.. c .D.T.,  on October 24. 1985. If not so aaccepted, this offer will be sub3ec~ to 
wnhdrawal by the Underwnters upon notice deliver~i to the Board at any time prior to the acceptance 
hereof by ~ e  Board. 

i. Upon the terms mad conditions and upon the basis of the representations sel forth herein, the 
Underwnlers hereby agree to purchase from the Board. and the Board hereby agrees to sell and deliver 
to the Underwriters. an ~ggregate of $3,~5.970.000 pnn~pal  amount of Board of Regents of The 
Um~'e.,'snv of Te.xa5 Syslem Permanent University Fund Refunding Bonds. Series 1985 (the"-'Bonds"~. 
The Bon(~s shall be dated, mature, and bear interest at the rate or rates per manure, and such interest 
being payable on the dates, set forth on the cover page of the draft final Official Statement attached 
hereto as Exh:bit"B.'" The purchase price of the Bonds n)_aturing on July I. 200 -) shall be 
$ 32.750.91 ,I..~ plus accrued interest to the date of Closing ( hereinafter deft ned ) with the Underwnters" 
dlscount 0eing $49~.143.86 and the original issue discount being $1,~8.9,~1.70. The purchase price of 
the Bonds maturing on July I. 2005 shall be $ l_,  .939.126.09 plus accrued interes~ to the date of Closing 
~nh the Underwriters" discount being $ [ .930.~86. I and the original issue d i ~ u n t  being $ . . . .  -)8 ~.. ~. 
The aggregate purchase price of the Bonds shall be $~,~0.36~.913.08 plus accrued interest to the date 
of Closing in the amount of $. .$93.,  96 with the Underwriters" discount being 55.1"o ~-~7 "~ and the 
original issue discount being $.~7,~.4_9._0. 

2. Subject to the other terms and conditions hereof, at 10:00 a.m.. E.S.T.. on or about 
November 21. 1985. at the offices or" ,'vlorgan Guaranty Trust Company of New York. 23 Wall Street. 
New. York. New York. or at such other time. date. and place as may be mutually a~'eed upon by the 
Board and the Underv,,nters (the "'Closing"). the Board will deliver fully registered Bonds in definitive 
ibrra in the denomination of $5.000 each. or any integral multiple thereof within a maturity, to the 
Under~nters.  dub executed, authenticated, and certified, together with the other documents 
hereinafter menuoned,  and the Underwriters will accept such delivery, and pay the purchase price of 
).he Bonds as set t'onh in Paragraph I hereof in immediately available funds to the order of the Board. 
Imtial delivery will be accomplished upon issuance of a Bond or in such manner as is acceptable to 
Co-Bond Coun~l  and the Underwriters. registered in the name of the Underwriters. approved bY the 
Mtorne~' General of the State of Texas and registered and manually signed by the Comptroller of Public 
Accounts of the State of Texas. Upon payment for the Bonds at the time of the initial delivery.. MBank 
Austin. N.A...Austin. Texas (the "'RegistrarlPaying Agent") shall cancel the initially delivered Bond. 

32 - 8Z5 



m m m m m m m m n m m m m m m 

prov~cted r~st~uon instructions have been r~cei~ ed by the Re~s:rar: Pavm~ A~em. and shall r~'~glster 
.~nd dehver :he re~stered definitlve Bonds. in any mle~a.[ muRipl(t of S- ~.000 pnnc~paL '.n accor~nce 
~,-nn ,ns~ru~ions received from the Underwriters. It shall be ~he duty of the Underwriters to t'urmsh 
"o the Re~st.,-ax: Paying.Agent- at Icast five business days prior ~o the miB~ deliver,', v, nt~en instructions 
,on ~orms provided by the RegtstratyPaving Agent deslgnatmg the names in which the Bonds arc to be 
registered, the addresses 0)7 the reglstered owners, the maturities, the interest rates, and the 
denommatlons. If such forms axe not avadable, written instructions by leuer shall be furnished to the 
Red, StrUt/Paying Ag:e'r/~. If such instructions ;u'e not received within the provided period, the 
cancellation of the i'~itiallv delivered Bond and de.~ive~' of the reglstered definitive Bonds wdl be 
delayed until such written i'nstructions axe received. If the Underwriters shall so request, the definmve 
BoWeLs shall be made avmlable to the Underwnrers at least one business day before the Closing for 

purpose of inslx'~ion. ,:. 

Delivered to the Board herewith is a corporate check of the Represenmuve. payable to the Board. 
m the sum of $3.4-~9.700, as security, for the performance by the U n d ~ t e r s  or" their obligations to :, 
accept def~,'er.." of and pay for the Bonds at the Closing in accordance with the provisions of?his Purchase ~. 
Contract- If this offer is accepted bY the Boaad. this check shall be held by the Board umcashed until 
the Closing- Concurrently with the delivery, of and payment for the Bonds at the Close.rig" such check 
shall be returned uncashed to the Underwriters. In the event the Boaxd does not ~-cept this offer, or 
upon the Board's failure to deliver Bonds at the Closing, or if the conditions to the obligations of the 
Underwriters contained in this Purchase Contra~ shag be ~unsatisfied (unless waived by the 
Underwriters). or if such obligations shall be terminated for any _r~_¢.on'-permitted by this Purchase 
Contract. the check shall be immediately returned to the Underwriters. In the event that the 
Underwriters fail (other than for a reason permitted under this Purchase Contract) to accep~ delivery. 
of" and pay t'or the Bonds at the Closing, the check shml be ca.shed by the Board and the!Boa~'d shall retain 
the-~mount of the check as full liquidated damages for such failure and for any and all defaults hereunder 
on the part of the Underwriters. and shall constitute full release and discharge of all claims and rights 
hereunder of the Board against the Under-Tilers. The Underwriters hereby aga~-e not to stop or cause 
paymen~ on said check to be s~opped unless the Board has breached any of the terms of this Purchase 

Contr~.ct. : 

3. The Bonds shall L'e described in and shall be ~ssued and secured under the provisions of the 
resolution of even date herewith (the "'Resolution") authorizing the issuance of the BOnds adopted by 
the Board prior to or CUrl~ntly with the acceptance hereof. The Bonds shall be subject to redemption 

and shall be payable as provided in the Resolution. 

4. Exhibit B hereto is the draft final0fficia[ Statement. including the cover pa~." and Appendices 
thereto, of the Board with respect to the Bonds which, as further amended only in the manner hereinafter 
provided, is hereinafter called the "'Official Statement.'" The Board hereby authorizes the Resolution. 
the Official Statement. and the information therein contained, to be used b.~ the Underwriters in 
connection with the public offering and sale of the Bonds. and the Board ratifies ancL confirms the use: 
by the Underwriters p~or to the date hereof of the Preliminary. Official Statement in connection with 

the public offering of the Bonds. 

As set forth in the Official Statement. the proceeds of the Bonds, together with other funds of the 
Board. will be used at Closing to pay certain costs and expen.ces connected with the i~uance of the Bonds 
and purchase a portion of a portfolio of United States government obligations that will be deposited 
in escrow, the maturing principal of and interest on which will be sufficient to pay. when due. the 
principal and interest on the bonds to be refunded (the "'Re fun~ed Bonds"), In order to accomp!ish .such : 
advance refunding and defeasance, it will be necessary, for the Board to subscribe for certain d=rect 
obligations of the United States of America (the "'Federal Securities") to be purchased at the Closing 
with proceeds of the Bonds. the maturing principal and interest of which will be sufl-=cient to provide 

for the fu!l and timely payment of the Refunded Bonds. 

5. [t ~hall be a condition of the obligation of the Board to sell and deliver the Bonds to the 
Underwriters.:'md of the obligation of the Underwriters to purchase aSId accept delivery, of the Bonds. 
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:nat :he ennre  pnnc:pm amount  o f : he  Bonds authonzefl  by :he Resolunon shall be sold and delivered 
bY ~he Board and a c c ~ t e d  and paid for by the Under~n le r s  at the Closing,- The Underwriters  a~'ee 
tO make a t~ona fide public offenng ofaa! of  the Bonds. at not in e.xcess of  the inina.l public offering p n c ~  
as se*, forth on the co~er page of  the OfficmJ Statement.  plus interest accrued thereon from the date of  

.:he Bonds. 

6. On the date hereof, the Board reprtesents.:'~a~Tants, and a~--~s as follows: 

la) The University of  Texas System is ~.nd wall be at the date of  Closin~ duly organized and 
exlsting as a university system of ~e State of Texas with the powers and authority, among others. = 
set ."orth in the Texas Education Code. as amended, and the Board i5 and will be at the date oG 

Closing. duly organized and existing as an agency, of the State of Texas- :, 

{b) By ox~cnal action of  the Board prior ~ or concurrently with the acceptance hereof, the 
Board has duty adopted the Resolunon.  has duly authorized and approved the execunon and 
de i ive~  of. and the performance by. the Board of  the obli~auons conta ined in the Bonds.  this 

Purcha.~ Conn"act and the Resolution: 

¢c) The Board is n6t in breach of  or default under  any applicable la~ or administrat ive 
regulotion of  the State of  Texas or  the United States or any ~pplicable judgment  or decr,~e or any 
loan agreemenT,, note. resolution, agreement, or other  instrument,  except as may be disclosed in 
the Off ic i~ Statement.  to which the Board is a par~." or. to the best of  the ~ '~u~ knowledge of  the 
Chairman of  the Board and the Vice Chancellor  and General  Counsel for the University of  Texas 
System. is otherwise subject, which would:have a material and adverse effect upon the financial 
condit ion of  the In te r~ t  of  The  University of  Texas System in the Available University Fund and 
the execution and delivery, of  this Pun:has.  Conu'act by the Board: 

(d) All approvals,  consents, and orders of  any governmental  authority or a g e n ~  having 
jurisdiction of  any matter  which wov.ld consti tute a condit ion precedent  to the performance by 
the Board of its obligations to sell and deliver the Bonds hereunder  have been~obtained or will 

be obtained prior to the Closing; 

¢e~ At the t ime of  the Board's acceptance hereof, the Official Sta tement  does not contain any 
untrue statement of  a material fact or omit  to state a material fact r ~ u i r e d  to be stated therein 
or necessary, to make the statements therein, in the light of  the cir~umstance~ under which they 

were made. not misleadin~g 

~i9 Between the date o f  this Purchase Contract  and the Closing. the Board will not. without 
the prior written consent of the Underwriters,  issue any additional bonds, notes, or other  
obligations for borrowed money, and t he  Board will not incur any material liabilities, direct or 
contingent, relating to. nor will there be any adverse change of  a material nature in the financial 

posmon of the Board: 

(g) Except as described in the Official Statemen~o no litigz,?;ion is pending or. to the knowledge 
of the Chairman of  the Board and the Vice Chancellor and General  Counsel. threatened in any 
court affecting the corporate existence b f  the Board. the title of  its officers to their respective 
offices, or seekin~ to restrain or enjoin the issuance or delivery, of  the Bonds. or the collection or 
a~piication of the Interest of  The University. of  Texas System in the Available University Fund 

• pledged by the Board to pay the principal o f  and interest on the Bonds. or in any way contesting 
or affecting the validity or enforceability of  the Bonds. the Resolution. or this Purchase Contract ,  
or contesting the powers of  the Board. or any authori ty of the Bonds. the Resolution. or this 
Purchase Contract  or contesting in any way the completeness, accuracy., or fairness of  the 
Preliminary. Official Statement or the Official Statement:  

(h) The Board will cooperate  with the Underwriters in arranging for the qualification of  the 
Bonds t'or sale~and the determinat ion of  their eligibility for investment  under  the laws of  such 
jurisdictions as the Underwriters designate and will use its best efforts to continue such 
qualifications in effect so long as required for distribution of  the Bonds: provided,  however, that 

<} 
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'.~e ~ 3 r ~  '~, ~il not ~ r ~ u : r ~ d  ~o execute 'a s~"c: or ge.~c~-a~ con.sent to $~x lc~ os ~rocess or qu=hty 
"o ,:o ~,usmess ~n c0nn~'.~on ~.~tl~ an~, suc~ qaa.th'~caI:on :n an.'. 2uns~c~-on: 

i J T1~e ~esc~¢tzons ¢onxame~ ~n ~he O t ~ a J  Sta tement  and ' ,he Re,solution a¢c'ara~e~ r~:~ec: 
• .,~e pro~zs~ons o (suc~  zns~rume~s '  and  :he BonC, s. ,J, ~¢n va.~idl.~ executea,  aut~emzcate~,  c.-'.q:~ed 
ann ,~e,~l, e.-ed :n accor~lance w~tn ~t~e Reso|ut~on anc~ sotd ~o t~e U n d e ~ n t e c s  as p r o ~ l c ~  her~n .  
,~t |  ~e , a h d h  ,,ssuec~ and outs tana:ng obflgat~ons of :he Board secured :n tl~e manne r  provided  

• ,n ~he ges~iut :on anc~ ~escnbect ~n ",~e Ot~c~al Statement:  and 

~2i If p n o r  ",o ~be C~osmg an w e n t  o c c ~  ~ffec:mg the Board ~a l ch  ts m~tenai ly adverse 
'~br *,~e purl~OSe for wn~ca the Oft'ic:at Statement.  :s 1o be used and is not dXsctosed ~r~:fhe Off i~a l  
S t a t e m e n t ~ e  Boarct shall notify ~he Underwri ters .  and ff ~n the pontoon of  the Board or the  
Unde r~n t e r s .  s~r~ ev~a t - reqmr t s  a suvCtement  0¢ a._mendmem ~o ~he Ol~c:ai  Statement .  me  

v,.~il supplement  or amen~  the Ot~c~ai Sta tement  :n a tbrm and ~n a manne r  aepro~e~ ~.~ 

~.~e Under '~n~ers and ~ e  Board. 

!~ Contrac~ m reign-nee upon the " The U n ~ e r ~ n t e r s  ~;ave ente~'ed into tins P~rc.~as¢ 
representat ions and ,*arrant~e~ of  ~he l k ~ r d  cont ,~ned hereto and !o be conta ined m the documents  
and mstrume~t~ ~o be delivered a: the Closing, and ~pon h~e p e ~ o r m a ~ . e  of  the Ikmrcl and its 
o~t~$~t|ons het-~ntler .  ~0th~as of  the date hereof  and as of the date of  Ctosing. ~ccordtngly.  ~he 
Underwri ters  ob iq~uons  ~nde¢ ~ s  P u r c h a ~  C o n l r a ~  ~o ~archas¢ and pay t'or ~he 1)onds shaill ~e 
suD}ec~ to the ~er~brmance by me  Board of  its obligations to be gg.rformed h e r ~ n d e r  and ,.ruder such 
, locuments  and  ~nstr~ments al o¢ pno r  ~o the Closing. and shall also be subject, to the following 

~ondi1~ons: 
; a) The r t~resen tanons  and warcantie., o f m e  Board conta ined hereto shaJl be *.rue. comp|e' te,  

and correct in atl ma tena i  resCects at the date  ~ e r ~ f  and  on and as of  the date of  Closing, as gf 

made on '.he date or" Closing: 

::: !b) a,t the ttme:~if the Closing. (i} the Resolution shall be in full force and effect. (ii~' the 
gesoiutson snail not have be~ amended, modifiesL~or sul)piernented, and ~iii) the Official 
Statement shall not have been amended, modified, or sul)l~lemented, exce1~1 as may have been 

z~reed to by the Und~'wnter~: 

~c) -~ ~he time ofihe Closing. ~| oflgc~ai ~-'~ion of the Board related ~o the Resolution shall 
be in full force and eff~"~ and shall not,have been amended, modified, or suP1:~|emented: 

{d) The Board shall n o t  have failed ~o pay pnnc:pa l  or interest when due on any of  its 

outsu'mdlng obl iganons for bon'owed money" 

ie~ ~t or prior ~o the Closing the Underwriters shall have received with reslx~ to the Bonds 

each of the ('oi~owing documents: 

(i) The O~cia.)Statement of the Board as a4)proved by the Board ~and executed on 
behal f  o f  the Bozrd by the Exe,:utive Vice Chancel lor  fo r  Asset Management :  

ii) The Resolution certified by. tk~e Board 's  Executive Sec~emry. under  the Board 's  s~al 
as having been duly adopted  by the Board and as being in effect, with such changes 
a m e n d m e n t s  as may have been agreed to by the Under '~nters .  certified as true. acc,arate, and 

cornplete by the Board's Executive Secretary.: 

(iii) An unqualified joint bond opinion in substantially the form attached to the Official 
Sta tement  as Ap1~dix C, or in form and substance satisfactory, to the Underwri ters .  dated 
the date ofthe Closing. of Fulbright & Jaworski. McCall. Parkhurst & Hortom and Vinson & 

Elkins. Co-Bond Counsel  to the Board: : 

(iv) A supplemental joint opinion, dated the date of Closing. of Co-Bond Counsel 
• addressed to the Underwriters to the effect that: (A) the Bonds are exempted securities within 

the meaning of Section 3(aX2) of the Securities Act of 1933. as amended, and it is not 
necessary. ;n connection with the sale of the Bonds to the public to register the Bonds under 
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:,~e Se~ant:e~ -~c':. of "933. a.s ~ne.-.~ea. or :o qt~fx :.~e Reso~u1:on unc,¢r :r~e Tr.~st 
lnd~mure ~c'. of ,939. ~ amencie~: ~na (B~ such firms nave re~:r;~e~ :ne ;nformauon 
¢ont,~ne~ ,anaer :he capt~o~ "'P',an of F~nancmg ..... Des,.~A: ~n:on of  :he Bonds". "'SecUnt', 
:'or :he Boncis'" ~exce-jt t'or mformauon  cont~necl under, the s u v n e a a m ~  ' I n c o m e .  Det~ 
S¢,', ~ce R e q u ~ m e n t s  an~ Cove.,uge " 7Const~lut~onal De~t Po~er,  De.~t L~mnanons" and 
"'Future Firtancmgs ~ .  "'Tax Exempt~or, °. ann- 'Legal  Investments m T e x a s  contained m the 
O ~ a . t  Statement aJa~ such firms ~ of -be opmzon t,h~t the tnformauon relating ~o the 
B o n ~  and the Re.,~otuuon contmne':1 ~nder such c~puons ~s • fmr and accur '~e summa~ '  of  

the mfon'n~uo~ l~rpor ted  to be ~jaown: 

~x~ ~n anquaLq]ed opinion or cernficate, dated ou or ~no~ :o the date of  Ctos~n~. of 
the ~tzornel,' Gener~  c~f the State of  Texas. approving the Bonds as reqmred by taw: 

v~ ) The opmmns,  dated the date of Ctoran~. of  Hutch~son Price Bov|e & Brooks and 
Re~noids. .Mien & Cook Incot%)oratecL Co-Counsel to the Underwriters. m form and 
substance sausfa~orv to the Underwn~er~ m suostanually the forms attac~ed hereto as 

Exmb~t C. 
(Vtl) A ce~li~c~te (WtllCh eeg'tll~cate doe5 nol. however, constitute a COm['O['~ ~e,~er L 

d~ted the d~te of C]os~nlk s~gnc~ by the C h m r r a ~  of  the Board and the E.xe~dttve Vice. 
Chlmcetlor for A.c~e~ Manz~e,ment- to the etT~-'~ ~hat- to the best of  their kno~,iedge, b ~ e d  
on mformauon  from the Board's ~-couamat~ and attorneys ~A) the rel~resenmt~ons and 
w a ~ t ~ e s  of ' ,he Board contmne~ hereto are true and correct m al! ra~ten~l reds on and  

of  the date o f  Closing ~ if made on the date of  C l o ~ n ~  ~ B~ except to the extent d ~ t o s e d  
m u~e O f f i c ~  Statement no liugat~on ~s Ix~ading or. to the knowledg~ of such Ix ' r~n .  
t h m t e a e d  m any court  to restrmn or  en,om the ~u ,~ace  or delivery of  lhe Bonds. or the 
coiletmon o~ ~:~plic~non of revenues a n d t ~ n d s  o f  the Board pledged ~o pay ~ e  pnnc~pal of  
=d on BOn  or ,he the . or ,n  ont t, ng o, 

of  the ~ or  coutesun$ ~ e  au thonzauon  of the Bonds or the Ke~oluuon. or comes I 
m any way the ~ c a r a c y .  c o m p l e t e a e ~  or fmrae~  of  thePretimtam'Y Officml Statement or 
the ()fficml Statement:  (C) the Offic',al S~tement does not c~ntmn any untrue statement of  
a maten~l fac~ or omit to state any ra~tenal fact r ~ m r e d  to be s~ ted  there:n or n e c k  
to make the s ta temen~ there:n, in light of  the circumstances under which the7 were made. 
not mL~le~ling; (D) no event ~Tecting the Board h~s occurred since the ~ate of the Official 
Statement which ~s m~teria~Lly adverse for the purpose for which the Official Stau:ment ~s to 
be used or which it is necessary, to disclose thereto in order to make the statements and 
inform~uon therein not misleading in any reslx'ct: and (E) there has not been any material 
adverse change m the financml condiuon  of  the Board from that reflected in the Board's 
unaudited and audited financial statement~ and o~her financial in formauon contained in the 

..C4fficud Statement: +- 

....... ~ viii) ~. tully executed escrgw ag~,~aent between the Board and Into'First Bank Dallas. 
N.A.. Da!las. Texas (the "'E~-to,': .~gent") which (together with any other appropriate 
,~ .... ,.,,,~,i,~,) evidences tha~:~/Federal Securities and cash reqmred to be deposited with 
the E~row ,~nt have been put,~J~n~d by. or dehvered to the E~w Agent.. a11.as described 
m the Official Slat ement, t oge~her. ~th a cerufic~te, dated as of me a~te ot L~OSmg. executea 
by an appropriate official of the Escrow Agent. to the effect that such escrow agreemem has 
been duly authorized, execuL,~d, and entered into by the Escrow Agent; .:, 

(ix) -X cenif icme by an appropriate official of  the Board to the effect that. on the basis 
of the t?_~s, estimates and circumstances m effect on the date of  delivery, of  the Bonds. it is 
not e.%'pt~c~d that  the proceeds of  the Bonds will be used m a manner that would cause the 
Bonds t(:. <e:art?:;:~age bonds wi~lU~the meaning o t  Section I03{c) of  the Internal Revenue 

Code of  )54. i J amended:  : 

(x) A re tor t  of  Ernst & Whinney stating that the firm has verified the mathematical  
accuracy of  certain computat ions  based upon assumption's provided to them relating to (a) 
the adequacy, of  the maturing pnnc:pa l  m o u n t s  of  the United States government  obligations 
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• .i! of~he pnnc:i~ai of and mtez'esx axed ,.-~.emvnon ~rem:ums. ffan~, on t~e Re/unde~ BonGs. 
and ~b) ze,~.aun rnatgemat~.cai ¢oml)utauons used ~ Co-B~nd Counse~ ~o suvVon ~e~r 
o~m:on :.~at t~e Refundm$ B o n ~  are not axm~rage ~onds ,~:~zn tt~e me-amng of 
Se~..:on ;03~c~ of  me !nternat Re~'e.~,~ue Coce of ;¢54 as amendeck 

~x~ ~ ;~e r .  4areal the Closing D~'te o f - h e  Exec~t~e Vice Chancellor ,"or a, sse~ 
Management statzng m effcc~ ~ a t  on ~,~e basxs of  s ~ f i e d  prc~-cdur~ i nc!udmg', a) a reading 
of  "~e financaal statements, tb~ cons~aitatzons w~th office."s of the Board responsabte for 
financial and accounung matters, and ~c) a reading o{ ~be mmuR~ of me mec::ngs of :he 
Board. notla~ng ~ come tO hls at~enuon ~,hlcb causes mm ~o beli:o'e ~hat at a subsequen~ .... 
sVec~fied ,late no~ more man  fi~e b)asmess days prior :b the Closing Dale. tlaere ~as  ~ I ) any 
,,na~emal change m !ong-~erm detrt a s  c o m ~ a ~ 1  ~ t h  the amount  shown in the financed! 
,.~a~emen~s. exceCt for ¢nan~-s winch the OtTXc~al Statement disc!oses nave occurred or may 
occur or wh~c~ are desc~bed m such f~te t  or~ ID any m a t e n ~  decrease ~n to~al ass¢~s or total 
fund b~;mce, xn each c ~  as compared ,ruth amounts  sao,~n xn the financial statements. 
excCvt m nil ins tanc~ tot  c '~mSes or 4¢~'1"¢~ ~h:ch the Ot'I~C:al Statement di~zlosc"s ha~e 
,~curred or may occur or which are d~scI'fl~'~ tn s ~ h  [et~(."T', ~\_:<: 

!x~i) ~, ~ i f i c a t e  dated ,..he Cloc.~ng Date of the Execunve Vice Chancellor tot a, sset 
Management stat~tlg m etT¢c~ that. to the b ~ t  of his knowledge. (~) the "'Schedule of Bonds 
to be Refunded"  as set forth in Al:)l:)~dix D o f  the Off i~al  Statement  ~s true and cor re~  m 
at1 material respects, and (ii~ the information,  set forth at 1Lxhiblt "A"  ~o the ~ rn f i ca t e .  
sure)lied to the Re~resentauve for the ~url)ose of developing and producmll its computer  
analys~s and schedules with regard to the refunded debt service is true and correc~ m 

material respects; and C? 
x:ii) Such addit ional legal opimons,  c-~:ficates,  instruments,  and other  documents  as 

the Underwriters m~y reasonably request' to evidence the tr~th, a c c u ~ ? :  and comph~eness.  
as of  the date hereof and ~ of  the date of the Closing. of  the Board s re~re~ntat ions and 
warrannes conuuned herein and of  the s~atements mad informat ion contaaned in the Off iciat  
S~atemen~ and ifle due ~)erlbrmance and sates f u s i o n  by the Board at or prior to the date of  
~he Ctosmg o f  ~l:alp'ceme~ts then to be ~fform¢cl and all condit ions t~en to be satisfied by 

the Board. 

~11 ~he opinions, ~axers. certificates, instruments, and other  documents  ment ioned above or 
elsewhere in this Purchase Contract  shall be deemed to be in compliance with the provisions hereof ft, 

but only ~L the~ are satisfactor', to the Underwriters.  

If the Board shall be unable to satist% the condit ions to the obligations of  the Underwriters  to 
purch~e ,  to accept deliverS' o f  and to pay for the Bonds contained in this Purchase Contract .  or to 
remedy ',he h i lu re  of  any such condit ions within a reasonable period o f  time, or if the obligations of  
the Underwnte."s to purchase, to acce1~t delivery, of. and to pay for the Bonds shall be terminated for 
any mason permit ted by t~is Purchase Contract .  this Purchase Contract  shall terminate  and neither the 
Underwmers  nor the Board shall be under any further obligation hereunder,  excevt that  the respective 
obiigauons of  the Board and the Underwriters set forth in Paragraphs 9 and 1 I hereof  shall cont inue 

in full force and effecL 

8. The Underwnters  may terminate their  obligation to purchase at any t ime before the Closing 

if any of the following should occur:. 

(a)(i) Legislauon shall have been enacted by the Congress of  the United States. or 
recommended to the Congress for passage by the President of  the United States or  favorably 
re~oned for passage to either House of  the Congress by any Commit tee  of  such House: (ii) t~ 
decismn shall have been rendered by a court established under Article I I I  of  the Cons t i tuuon  of  
the United States or by the United States Tax Court:  (iii) an order,  ruling or regulation shall have 
been issued or proposed by or on behalf of  the Treasu~" Depar tment  of  the United States or :he 
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States: or ,~  ) a release or offic:al 
l,.t . . . .  a; Revenue S¢:", ~ce or ~n~ other a~en~  of :,".e L 'nned  
~ta;ement snail na~,e t~een ~.ssued by :he Pre~dent  of  :he United States or by ~he Treasu~  -~ 
De~a~men~ of ~e.. L'nlted States or b.', ,t~e Inte. ~na.l Revenue S o ,  ice. ~he effec", or" w*hich, m any 
such c:zse gescnb~'~ :n clause ~ z k ~ ~i L i iiiL or ¢ v, ). v~ould be ~o ~mgms¢. g~recIl~ or indirec'd.x, feaeral 
~ncome ta.xatzon upon znterest rece!ved on obiig~tlions o f  the ~enerai cnara&er  o f :he  Bon0.-s or  ~ - ~ n  
;ncome of  ,he !)ene.--at c~axacter ,.o be ~en~ed b.s :he Board in such a manne r  ~ m the judgment  
of -he U nde.,-wnters ,~*ouid matena~t~ ~m~)mr -he marketabi |  itx~ or matenat l~  r e d u ~  ~he ~ r k e ~  

pnce of obligations of  the ~ n e r a l  character  of the Bonds: ,, 

ib) Le~slm~on shall h~ve been e ~ c t e d  by the C o n f e s s  o f  the 'United States to become 
effec~' .e on or p n o r  .to the Closmg. • decision o f  a court,  or  :i haling., regulauon, or proposed 
r e . t a r p o n  by or on behalf  of  the Securities and  Exchange CommiSsion or other agency having 
~unsd~ct~on o~er the issuance, sale and d e , v e r y  o( the Bo~cts. or any other  o b l i ~ u o n s  of ~ny 
s |mitar  public body of the ge,aer'al char 'a~er  ot  the Ro~rd. is made  to the effect that  such act:on 
~s m v~olaBon of  the Se~-~ant:es .Xc~ of  tO33. as amended .  ,or the $ecunt~es Exchange -xc'. of  193-K 
a~ amenged,  or the execution ana  detiver~' o f  the Resolution or any indenture of  similar  character  
~s m v~oiat~on of  the Trust  Inden tu re  A ~  of 1939. as amended ,  or ,with the purpose or effect o f  
other~~se prohib iung the issuance, sate. or  delivery, o f  the Bonds. as conteml~[ated hereby or by 
the O f l ~ c ~  Statement .  or of  o b l i ~ t i o ~  of  the g e n e r ~  character  of  the Bonds: : 

~c ~i) The ConsBtut ion of  the State of  Texas'%hall be amenc:ed o r  an a m e n d m e n t  sh~ll be 
proposed: ~i) lelpslation shall be enacted: (iii) a decision shall have been rendered as to mat ters  
of  Texas law. or (~v) a~y order,  ruling, or regulation shall have been rendered as to or en behalf  
of  the State of  Texas  by an ot~cak agency, ~r depar tment  thereof. ~,ffecting m e  mx status of  the 

" " - " " : V  ' Boaxa. the Interest of  The  Universi ty  of  Texas  System in the Available U m  ers~"  Fund.  ~ts bonds  
or other  o b i i ~ u o n s  (including the Bonds) or  the i n t e t ~  thereo'a, which tn the judgment  of  the 
Underwnters would materially ~tYect the marke~ price of  the Bonds: :: 

(dWi) ~-X ~ner'a~ suspension of trading in secunUes shall have occurred on the New York 
Stock Exchange: or (ii~ the Unitt'~1 States shall have become e n p R e d  in hostilities which have 
re~uited in the declaration, on or after the ~te of this Purchase Con),~'ac'L of a national emergency 
or w~. the effec1,:~f which~ in e~ther case descn~ in clause ~i) and ¢iiL is. in the judgment of the 
Underwriters. so matena/and adverse as to make it imprac'tica, ble or inadvisable to proceed wnh 
,he rubric offenng or the delivery, of the BOnds on the term,~ and in the manner contemplate~1 in 
• h~s Purchase Contract and the Official Statement: .... 

(e) a,n event described in P~ragraph 6~j) hereof occurs which, in the oDinion of the 
Underwnters. requires a supplement or amendmem to the Officral Statement: 

(t'~ .x ,~neral banking moratorium sh~l have been declared by authorities of ~e United 

States- the States of  New York or Texas: or 

(g; "['he deb~ ceiling of the United States is such that the Federal Securities required to fund 
any escrow a4~reemem referenced in the Resolution are not available for delivery on the date of 
the delivery, of the Bonds unless satisfactory Federal Securiues can be obtained in the open market. 

9. Costs related to the issuance and sale of the Bonds and the refunding ~nd payment of the 
Refunded Bcmds. inck~ding, but not limited to. costs of pre1~aration and priming the Bonds. the 
Prelimina~' Official Statement. and O~cia/Statement: p<~stage: the costs of obtaining credit ratings 
on the Bonds and the Refunded Bonds: all fees and disbursements of Bond Counsel. the Board's 
Investment Consultants. the Escrow Agent. and each paying agent for the Refunded Bonds: the initial 
registration and paying agent acceptance fees: certain Underwriters" Expenses: the fees of the accountant 
certifying escrow adequacy: the Board 's  counsel and accountant  fees and expenses: and all other  
miscellaneous and closing costs, with the  exception of  all o the r  fees a n d  d isbursements  of  the 
Underwri ters  incurred in connect ion with the offering and distr ibution o f  the Bonds. shall be obligations 

of~he Board pay~.ble out of  the proceeds of the Bonds. 

38 -- 

-? 

L 

831 



m m m m m m m U m | U n m m 

• 0. ~nv ~ o u c e  or  o t h e r  ¢ o m m u m c a u o t ~  to L~ gx, en to  the  B o a r d  ancter  ".nts P,~rc~.ase C o n t r a c t  
mar  ~ gx~e.~ by ~.e!zvetang the  s a m e  :n -~n tmg  at :he  fol lo~m.¢ address :  U~atee~t t  x o f  Texas  
~ d m l m s t r a t ~ o n .  -~ i0  W 6th St ree t .  Aus t in .  Texas  "870L.  ~t*.enuon: .Xltchaet E. Pa t~¢k .  and  an.~ not tce  
or  d i n e r  c o m m u a t c a u o n  to be W e n  ;o the Undta '~ -n te r s  u n d e r  mrs  Purc.~ase Cor~L, Ttc-x ma.~ tm g ~ e n  
b~ de l t~e rmg  the s a m e  in v,.ritmg to M o r g a n  G o a r a m ~  Trus t  Coml~an3 of  N e ~  Y o r k  23V~'ail $~reet. 

N¢-~ YorK. N e ~ - Y o r k  10015. A t t e n t i o n :  Robe,~ K. Hedr t ck .  Jr. 

i i Th is  Purchase  C o n t r a c t  ts m a d e  sotety for  the  benef i t  o f  ~he B o a r d  and  the U n d e r w n t e r ~  
t i nc lud ing  the  successors  or  asstgns o f  the  Und t rwra te r$ !  a n d  no o t h e r  I x ' r ~ n  Maall acclmre or  have  any 
ngnt  taereunder  or  t~y v t r tue  hereof .  T h e  Boa rd ' s  r e ~ t a t t o n s ,  warrantees ,  a n d  a g r e e m e n t s  cOned|ned 
m this P u r c h a s e  C o n t r a c t  shall  r e m a m  otx-rau~'e a n d  in full force  a n d  ¢ t T e ~  r~ard:e~s o f  i l l  al ly 
mvest~gataons m a d e  b~ o r  on b e h a l f  o f  the  Underwta te r$  a n d  ~ii) d e l i v e r "  o f  any  l~ayment  for  the  Bonds  
heretmcter.  The  Boa rd ' s  re t~resen tauons  and  ~ a r r a n u e s  c o n t a i n e d  m Paragral~h 0 o f  ~hts P u r c h a s e  
C o n t r a c t  snail  r e m a i n  o o e r a u v e  and  m lull  force  and  effect ,  r egard less  o f  any t e r m m a u o n  o f  th ts  

Pu rchase  Con t r ac t .  

! 2. Thts  Purchase  C o n t r a c t  shall  b e c o m e  elTect~ve upon ~he execut,~on o f  the  accet~tance h e r e o f  
bx t,~e Boarcl and  shall  be val id  a n d  en fo rceab le  as o f  the  t~me o f  such accel~tanc¢. 

Ver3.'~ t ru ly  yours .  

2 .  .V[OilGAN GUARANTY TRUSt r CO~P~,'~¥ OF NEw YORK 
Representattve 

By: 

AcceDted:  

BOARD OF" REGENTS OF THE ~NIVERSITY 
OF TEXAS SYSTEM 

% 

Chatrman 

f.%'t'CltlIVe Secretary 

- 3 9  - 
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ATTACHMENT C 

I 

PAYING AGENT/REGISTRAR AGREEMENT 

THIS AGREF.~NT is entered into as of October 24, 1985 
(this "Agreement"), by and between the Board of Regents of The 
Unlversity c f Texas System (the "Issuer"), and MBank Austin, 
N.A., Austin, Texas (the :"Bank"), a naticnal banking associa- 
tion duly organized and operating under t :e laws of the United 

States of America. 

RECITALS OF THE ISSUER 

The Issuer has duly authorized and provided for the 
issuance ot its bonds, entitled "Board of Regents of The 
University of Texas System Per~anent University Fund Refunding 
Bonds, Series 1985" (the "Bonds") in an aggregate principal 
amount of $345,970,000 to be issued as fully registered bonds 
without coupons, in the denomlnation of $5,000 or any integral 

multiple thereof; ~ . 

All things necessary to make the Bonds~the valid obliga- 
tions of the Issuer, in accordance with their terms, will be 
taken upon the issuance and delivery thereo~; 

The Issuer is desirous that the Bank act as the Paying 
Agent of the Issuer in paying the principal of and interest on 
the Bonds, in accordance wlth the terms thereof, and that the 
Bank act as Registrar for the Bonds; 

The Issuer ha- ~ duly authorized the execution and delivery 
of this Agreement; and all things necessary to make this 
Agreement the valid agreement of the Issuer, in accordance with 
its terms, have been done. 

NOW, THEREFORE, it is mutually agreed as follows: 

ARTICLE ONE 

APPOINTMENT OF BANK AS 
PAYING AGENT AND REGISTRAR 

Section 1.01. Appointment. 

The Issuer hereby appoints the Bank to act as Paying Agent 
with respect to the Bonds, in paying to the Registered Owners 
of the Bonds in accordance with the terms and provislons of 
this Agreement and the Bond Resolution, the principal of and 
interest on all or any of the Bonds. 

~The Issuer hereby appoints the Bank as Registrar with 

respect to the Bonds. 

The Bank hereby accepts its appointment, and agrees to act 
as, the Paying Agent and Registrar. 

:~: Section 1.02. Consideration. 

~?: The conslderation for the Bank being named and acting as 
Paying Agent/Registrar for the Bonds is set forth in Annex "A" 

hereto. 

~ ARTICLE TWO 

DEFINITIONS 

Section 2.01. Definitions. 

- 4 0  - 

$33 



fm I I N I l m m I m I m 

In addition to the terms defined above, and for all 
purposes of this Agreement, except as otherwise expressly 
provlded or unless the context otherwise requires: 

"Bank Office" means the principal corporate trust office 
of the Bank as indicated on~ the signature page of the Bank 
hereon. The Bank will notify the Issuer in writing: of any 
change in location of the Bank Office. 

"Bond Register" means Bond Registration Book, or other 
record of the Persons in whose names Bonds are registered, 
required to be m~intained by the Bank pursuant to Section 4.04 

hereof. 

"Bcnd Resolutlon" means the resolution of the Issuer 
adopted October 24, 1985, pursuant to which: the Bonds are 
issued, certified by the Executive Secretary or any other 
officer of the Issuer and delivered to the Bank. 

"Issuer Request" and "Issuer Order" means a written 
request or order signed in the name of the Issuer by the 
%Chairman, Vice Chairman or Executive Secretary and delivered to 

the Bank. 

"Paying Agent/Registrar" means the Bank when it is per- 
forming the functions associated with such terms in this 

Agreement. : 

"Person" means any individual, corporation, p~ tnership, 
3oint venture, association, joint stock company, trust, un- 
incorporated organization or government or any agency or 
polit!cal subdivision of a government. 

"Record Date" means with respect to each date upon which 
interest is due and payable on any Bond, the 15th day of the 
month preceding sucn interest payment date. 

"Redemption Date" when used with respec ttc any Bond to be 
redeemed means the date fixed for such~redemptio n pursuant to 
the terms of the Bond Resolution. 

"Registered Owner" means a Person in whose name a Bond is 
registered in the Bond Register. 

"Responsible Officer" when used with respect to the Bank 
means the Chairman or Vice Chairman of the Board of Directors, 
the Chairman or Vice Chairman of the Executive Committee of 
the Board of Directors, the President, any Vice President, the 
Secretary, any Assistant Secretary, the Treasurer, any Assist- 
ant Treasurer, the Cashier, or any other officer of the Bank 
customarily perfo~mlng functions similar to those performed by 
any of the above designated officers and also means, with 
respect to a particular corporate trust matter, any other 
officer to whom such matter is referred because of his knowl- 
edge of and familiarity with the particular subject. 

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

ARTICLE THREE 

PAYING AGENT 

Section 3.01. Duties of Paying Agent. : 

Pursuant to the requirements of the Bond Resolution the 
Issuer will cause funds for the payment of the principal of and 

- 41 - 
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interest on the Bonds to be provided to the Bank not later than 
each date upon which such principal and/or interest are due and 
payable as provided in the Bond Resolution. 

As Paying Agent, the Bank shall, provided adequate funds 
have been provided to it for such purpose by or on behalf of 
the Issuer, pay on behalf of the Issuer the principal of each 
Bond at its Stated Maturity or Redemption Date, to the Regis- 
tered Owner upon surrender of the Bond to the Bank at the Bank 
Offic • . 

As Paying Agent, the Bank shall, provided adequate funds 
have been provided to it for such purpose by or on behalf of 
the Issuer, pay on behalf of the Issuer the redemption premium 
due on each Bond called for early redemption prior to its 
Stated Maturity to the Registered Owner upon surrender of the 
Bond to the Bank at the Bank Office on the Redemption Date. 

As Paying Agent, the Bank shall, provided adequate funds 
have been provided to it for such purpose by or on behalf of 
the Issuer, pay on behalf of the Issuer the interest on each 
Bond when due, by computing the amount of interest to be paid 
each Registered Owner, preparing the checks and mailing the 
checks on the payment date, to ~he Registered Owner of each 
Bond as shown on the Bond Register at the close of business on 
the Record Date. Such checks are to be mailed in accordance ~ 
with the provisions of the Bond Resolution to the address of 
such Registered Owner appearing on the Bond:~Register. 

Section 3.02. Payment Date. 

The Issuer hereby instructs the Bank to pay~he principal 
of and interest on the Bonds on the dates specified in the Bond 
Resolution. 

ARTICLE FOUR 

REGISTRAR 

Section 4.01. Initial Registration of Bonds. 

Initially a single bond (the "Initial Bond") representing 
the entire principal amount of the Bonds shall be delivered by 
the Bank to the initial purchaser of the Bonds a~iprovided in 
the Bond Resolution and pursuant to written instructions of the 
Issuer. If the Bank is in receipt, at least five (5) business 
days prior to the date of delivery of ~'and pa~ent for the 
Initial Bond, of written instructions (on forms to be provided 
in advance, by ~the Bank) ~rom the initial purchaser of the 
Initial Bond, designating the names in which the substitute 
Bonds are to be registered, the addresses of the Registered 
Owners, the maturitieS, the interest rates and denominations, 
then the Bank, upon payment for the Initial Bond, shall cancel 
the Initial Bond and deliver, without cost, registered substi - ~ 
tute Bonds pursuant to such instructions, all in accordance 
with the Bond Resolution. 

Section 4.02. Transfer and Exchanqe of Bonds. 

The Bank shall keep at the Bank Office the Bond Register 
in which, subject to such reasonable written regulations as it 
may prescribe, theBank shall provide for the registration, 
exchange and transfer of Bonds. The Bank is hereby appointed 
"Registrar" for the purpose of registering, transferring and 
exchanging of Bonds as herein provided. The Bank agrees to 
maintain the Bond Register while~it is Registrar. 

- 4 : 2  - 
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Each Bond shall be transferable 0nly upon the presentation 
and surrender thereof at the Bank wit~i such endorsement or 
other evidence of transfer acceptable to the Bank. No transfer 
of any Bond shall be effective until entered on the Bond 
Register. A new Bond or Bonds will be delivered by the Bank to 
the last assignee in exchange for such transferred and assigned 
Bonds within seventy-two (72) hours after receipt of the Bonds 
to be transferred in proper form and with proper instructions 

directing such transfer. 

All Bonds shall be exchangeable upon the presentation and 
surrender thereof at the Bank for a bond or bonds of the same 
maturity and interest rate and in any authorized denomination, 
in an aggregate principal amount equal to the unpaid principal 
amount of the bond presented for exchange. All Bonds delivered 
in exchange for other Bonds shall be authenticated and regis- 
tered so that neither gain nor los's in interest shall result. 
from such exchange. The Bank shall authenticate and deliver 
exchange bonds in accordance with the provisions hereof and the 

Bond Resolution. 

No serwice charge shall be made to the Registered Owner 
for the initial registration or any subsequent transfer or 
exchange of the Bonds, but the Bank shall require the owner of 
any Bond to pay a suni sufficient to cover any tax or other 
governmental charge that may be imposed in connection with the 
registration, transfer, exchange, or discharge from registra- 

tion of such ~ond. ~ 

Section 4.03. Unauthenticated Bonds. 

The Issuer shall provide~ an adequate inventory of unau- 
thenticated Bonds to facilitate transfers. The Bank covenants ~ 
that it will maintain such unauthenticated bonds in safekeeplng 
and will use reasonable care in maintaining such Bonds in 
safekeeping, which shall be not less than the care it maintains 
for debt securities of other gover ~ru~a~ts or corporations for 
which it serves as registrar, or which it malntains for its own 

bonds. 

Section 4.04. Form of Bond Register. 
< 

The Bank asRegistrar will maintain the records of the 
Bond Register in accordance with the Bank's general practices 
and procedures in effect from time to time. The Bank shall not 
be obligated to maintain such Register in any form other than 
those which the Bank has currently available and currently 

utilizes at the time. 

Section 4.05. List of Bond Owners. 

The Bank will provide the Issuer at any time requested by 
the Issuer a copy of the information contained in the Bond 
Register. The Issuer may also inspect the information in the 
Bond Register 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 
Bond Register to any person other than to, or at the written 
request of, an authorized officer or employee of the Issuer, 
except upon receipt of a subpoena or court order. Upon receipt 
of a subpoena or court orde~ the Bank will notify the Issuer so 
that the Issuer may contest the subpoena or court order. 

Section 4.06. Return of Cancelled Bonds. 

- 4 3 -  
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All Bonds surrendered for pa~nnen'-, redemption, transfer, 
exchange, or replacement, if surrendered to the Bank, shall be 
promptly cancelled by it and, if surrendered to the Issuer, 
shall be delivered to the Bank and, if not already cancelled, 
shall be promptly cancelled by the Bank. The Issuer may at any 
time de!iver to the Bank for cancellation a~ly Bonds previously 
authenticated and delivered which the Issuer may have acquired 
in any manner whatsoever, and all Bonds so delivered shall be 
promptly cancelled by the Bank. All cancelled Bonds held by 
the Sank shall be dispcsed of as directed by the Issuer. 

Sectlon 4 07. Mutilated, Destro~ed~ Lost r or Stolen 

Bonds. 

Upon the~ prese ntation and surrender to the Bank of a 
mutilated bond, the Bank shall, subject to the requi=ements and 
provisions of the Bon~ Resolution, authenticate and deliver in 
exchange therefor a replacement bond of like tenor and princi- 

pal amount. 

In the event that any bond is lost, apparently destroyed, 
or wrongfully taken, the Bank shall, subject to the require- 
ments and provisions of the Bond Resolution, authenticate and 
deliver a replacement bond of like tenor and principal amount, 

Section 4.08. Transaction Information to Issuer. 

The Bank will, within a reasonable time after receipt of 
written request from the Issuer, furnish the Issuer information 
as to the Bonds it has paid pursuant to 3.01, Bonds it has 
delivered upon the transfer or exchange of any Bonds pursuant 
to Sections 4.01 and 4.02~ and Bonds it has delivered in ex- 
change for or ii~ lieu of mutilated, destroyed, lost, or stolen 
Bonds pursuant to Section 4.07. 

Sectlon 5.01. 

ARTICLE FIVE 

THE BANK 

Duties of Bank. 

,7 

The Bank undertakes to perfor m the duties s~t forth herein 
and in accordance with the Bond Resolution and agrees to use 
reasonable care in the performance thereof. The Bank hezeby 
agrees to use the funds deposited with it for payment of the 
principal of and interest on the Bonds to pay the Bonds as the 
same shall become due and further agrees to establish and 
maintain all accounts and funds as may be required for the Bank 
to function as Paying Agent. (~j 

Section 5.02. Reliance on Documentsf Etc. 
/! 

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

.... (b) The Bank shall not be liable for any error of judg- 
ment made in good faith by a Responsible Officer, unless it 
shall be proved that the Bank was negligent in ascertaining the 
pertinent facts. 

(c) No provisions of this AgEeement shall require the 
Bank to expend or risk its own funds or otherwise incur any 
financial liability for performance of any of its ~duties 
hereunder, or in the exercise of any of its rights or powers, 
if it shall have reasonable grounds for believing that repay- 
men~ of such funds or ~adequate indemnity satisfactory to it 
against such risks or liability is not assured~ to it. 

• . . f /  ' '7' 
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ld) The Bank may rely and shall b e:~ Otected in acting or 
refraining from acting upon any reso luti°n~, certificate, 
s t a temen t, in s ~1-ame n t, opinion, report, not ihe, request, 
direction, cor:sent, order, bond, note, security~ or other paper 
or document believed by to be genuine and to have been 
signed or presented by the proper party or parties. Without 
limiting the generality of the foregoing statement, the Bank 
need not examine the ownership of any Bonds, but is protected 
in acting upon receipt of Bonds containing an endorsement or 
instruction of transfer or power of transfer which appears on 
its face to be slgned by a Registered Owner or an attorney-in- 
fact of the Registered Owner. The Bank shall not be bound to 
make any investigation into the facts or matters stated in a 
resolution, certi ficate, statement, instrument, opinion, 
report, notice, request-, direction, consent, erder, bond, note, 
security, or other pai~er or document supplied by Issuer. 

(e) The Bank may consult with counsel, and the written 
advice of such counsel or any opinion of counsel shall be full 
and complete authorization and protection with respect to any 
action taken, suffered, or omitted by ~ it hereunder in good~ 
faith and in reliance thereon. 

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

Section 5.03. Recitals of Issuer. 

The recitals contained herein and in the Bonds shall be 
taken as the statements of the Issuer, and the Bank a~-sumes no 
responsibility for their correctness. ~,~- 

The Bank shall in no event be liable to the Issuer, any 
Registered Owner or Owners of any Bond or any other Person for 
any amount due on any Bond from its own funds other than those 
paid to the Bank pursuant to the Agreement and the Bond Resolu- 

tion. 

Section 5.04. May Own Bonds. 

The Bank, in its individual or any other capacity, may 
become the owner or pledgee of Bonds and may otherwise deal 
with the Issuer with the same rights it would if it were not 
the Paying Agent/Registrar, or any other agent. 

Section 5.05. Moneys Held by Bank. 

Money held by the Bank hereunder need not be segregated 
ifrom any other funds provided appropriate accounts are main- 

rained. ~ 

The Bank shall be under no liability for interest on any 
money received by it hereunder. 

Any money deposited with the Bank for the payment of the 
principal, premium (if any), or interest on any Bond and 
remaining unclaimed for four years after final maturity of the 
Bond has become due and payable will be paid by the Bank to the 
Issuer, and the Registered Owner of such Bond shall thereafter 
look only to the Issuer for payment thereof, and all liability 
of the Bank with respect to such moneys shall thereupon cease. 

ARTICLE SIX 

Section 6.01. 

MISCELLANEOUS PROVISIONS 

Amendment. 
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Thls Agreement may be amended only by an agreement in 
writlng s!gned by bo~h of the parties hereof. 

Section 6.02. Assl~D~ent. 

This Agreement may not be assigned by either party without 
the prior written consent of the other. 

Section 6.03. Notices. 

Any requesu, demand, authorization, direction, notice, 
consent, waiver, or other document provided or permitted hereby 
to be given cr furnished to the Issuer or the Bank shall be 
mailed or delivered to the Issuer or the Bank, respectively, at 
the addresses shown on the last page hereof. 

Section 6.04. Effect of Headings. 

The Article and Section headings herein are for conven- 
ience only and shall not affect the construction hereof. 

Section 6.05. Successors and Assigns. 

All covenants and agreements herein by the Issuer shall 
bind its successors and assigns, whether so expressed or not. 

Section 6.06. Severability. 

In case any provision herein shall be invalid, illegal, or 
unenforceable, the validity, legality, and enforceability of 
the remaining covenants shall not in any way be affected or 
impaired thereby. 

Section 6.07. Benefits of Agreement. 

Nothing herein, expressed 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 hereunder. 

Section 6.08. Entire Agreement. 

This Agreement and the Bond 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 Agreementand the Bond Resolution, the Bond 
Resolution shall govern. 

k 

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 Bond to mature or be redeemed whichever first 
occurs, and may be terminated by the Issuer for cause at any 
time upon 120 days written notice to the Bank, to be effective 
not later than 60 days prior to the next principal or interest 
payment date after such notice. In the event of early termina- 
tion regardless of circumstances, the Bank shall de~!ver to the 
Issuer or its designee all books and records pertaining to the 
Bank's role as Paying Agent/Regi~trar with respect to the 
Bonds, including, but not limited to, the Bond Register. 
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Section 6.11. Governin~ Law. 

This Agreement shall be construed an accordance with and 
governed by the laws ef the State of Texas. 

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

BOARD OF REGENTS OF THE 
L~I%~RSITY OF TE:~AS SYSTEM 

ATTEST: 

By 
Chairman 

Address: 
The University of Texas System 
201 West 7th Street 
Austin, Texas 78701 

Execut:,ve Secretary 

(SEAL) z 

,!/ ATTEST: 

Title: 

(SEAL) 

MBANK AUSTIN, N.A., 
AUSTIN, TEXAS 

By: 
Title: 
Address: 

221 West Sixth Street 
Austin, Texas 78701 
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ANNEX " A "  

The Bank will pay to the Board of Regents $2,500.00 as a 
o n e  t i m e  l u m p  sum t o  a c t  a s  P a y i n g  A g e n t / R e g i s t r a r  f o r  t h e  

Bonds. 
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RESOLUTION :~: 
AUTHORIZING THE EXECUTION OF AN ESCROW AGRE~ME~ ~f RELAT- 
ING TO THE REFUNDING OF BOARD OF REGENTS OF THE UNIVERSITY 

OF TEXAS SYSTEM PERMANENT UNIVERSITY FUND BONDS 
WHEREAS, ~t i s  necessary and advisable that the Bolrd of 

Regents of The University of Texas System (the "Issuer') enter 

:nto the escrow agreement hereinafter authorized with 

InterFirst Bank Dallas, N.A., Dallas, T~xas. 

THEREFORE, BE IT RESOLVED BY THE BOARD OF REGENTS OF THE 

L~IVERSITY OF TEXAS SYSTEM: 

Section I. That the Chairman and Executive ~Secretary of 

the Issuer are authorized and directed, for and on behalf of 

the Issuer, to sign, seal, and otherwise execute and deliver an 

escrow agreement in substantially the form and substance 

attached to tnas Resolution and made a part hereof for all 

purposes. ~ 

2. That, upon its execution and delivery by the parties 

thereto, said escrow agreement shall constitute a binding and 

enforceable agreement of the issuez/i!~in accordance with its 

terms and provlsions. 
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.., ESCROW AGREEMENT 

Board of Regents of The Univer~&tY of Texas System Permanent University Fund 
UniversiuY Fund Bonds, series 1366, Permanent 1972 1973 
Bonds, New Series !967, 1968, L969, 1970, :197!, ' ' 
1974, 1975, !976, 1977, 1978, 1979, 1980, 1981, 1983, 1983-A, 
and i984, and Constitutional Amenchnent Permanent University 

Fund Bonds, Series 1985 and 1985~ 

TAIS ESCROW AGREEMENT, dated as of OCTOBER 15, 1985 
(herein, together with any amendments or supplements hereto, 
called the -Agreement") is entered into by and between the 
BOARD OF REGENTS OF THE UNIVERSITY OF TE>~S SYSTEM (herein 
called the -issuer') and INTERF!RST BANK DALLAS, N.A., DALLAS, 
TEXAS, as escrow agent (herein, together with any successor in 
such capacity, called the -Escrow Agent")- The addresses of 
the Issuer and the Escrow Agent are shown on Exhibit "A" 

attached hereto and made a part hereof. 

W i TN E S SET H: 

WHEREAS, the Issuer heretofore has issued, and there 
presentLY remain outstanding, the legal obligations of the 
Issuer described in Exhibit "B" attached hereto (the -Refunded 

Obligations"); and 
• ations are scheduled to come 

. the Refunded Obllg _ tes, and be payable WHEREAS. " es~ ~t such ra . • • 
~,,e in such years, bear Inter ...... s are set forth in Exhibit 
at-such times and in sUC~ada~e%un;~r~ hereof; and 
"C" attached hereto ana m 

WHEREAS, when firm bankmng arrangements have been maae for 
the payment of all principal and interest of the Refunded 
Obligauions when due, then the Refunded Obligations shall no 
longer be regarded as outstanding except for the purpose of 
receiving payment from the funds provided for such purposeI and 

WHEREAS, Vernon's Ann- Tex. Civ. St. Article 717k, as 
amended, authorizes the Issuer to issue refunding bonds and to 
deposit the proceeds from the sale thereof, and any other 
available funds or resoarces, directly with any place of 
payment (paying agent) for any of the Refunded Obligations, and 
such deposit, if made before such payment dates and in suffi- 
cient amounts, shall constitute the making of firm banking and 
financial arrangements for the discharge and final payment of 

the Refunded Obligations; and 

WHEREAS, Article 71"7k further authorizes the Issuer to 
enter into an escrow agreement with any such paying agent for 
any of the Refunded Obligations with respec~ to the safe- 
keeping, investment, administration and disposition of any such 
deposit, upon such terms and conditions as the Issuer and such 
paying agent may agree, provided that such deposits may be 
invested only in direct obligations of the united States of 
America, including obligations the principal of and interest on 
which are unconditionally guaranteed by the United States of 
America, and which may be in book entry form, and which shall 
mature and/or bear interest payable at such times and in such 
amounts as will be sufficient to provide for the scheduled 
payment of principal and interest on the Refunded Obligations 

when due; and 

WHEREAS, the Escrow Agent is a place of payment ~(paying 
agent) for some of the Refunded Obligations and this Agreement 
constitutes an escrow agreement of the kind authorized and 

required by said Article 717k; and 
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WHEP~AS, Article 717k makes it the duty of the Escrow 
4~ Agent to comply w..h the terms of this Agreement and timely 

make available to ~he other places of payment (paying agents) 
for the Refunded Obligations the amounts required to provide 
for the pao~en% of the principal of and interest on such 
obllgations when due, and in accordance with their terms, but 
solely :rom the funds, in the manner, and to the extent pro- 

vided ~n thls Agreement; and 

WHEREAS, the issuance, sale, and delivery of Board of 
Regents of The University of Texas System Permanent University 
Fund Refunding Bonds, Series 1985 (tlle "Refunding Obligations") 
have been duly authorized to be issued, sold, and delivered for 
the purpose of obtaining funds required to provide for the 
payment of the principal of and interest on ~ the Refunded 

Obligations when due; and 

WHEREAS, the issuer desires that, concurrently with the 
delivery of the Refunding Obligations to the purchasers there- 
of, certain proceeds of the Refunding Obligations, together 
with certain other available funds of the Issuer, shall be 
applied to purchase certain direct obligations of the United 
States of America hereinafter defined as the "Escrowed Securi- 
ties" for deposit to the credit of the Escrow Fund created 
pursuant to the terms of this Agreement and tc establish a 
beginning cash balance (if needed) in such Escrow Fund; and 

WHEREAS, the Escrowed Securities shall mature and the 
interest thereon shall be payable at such times and in such 
amounts so as to provide moneys which, together with cash 
balances from time to time on deposit in the Escrow Fund, will 
be sufficient to pay interest on the Refunded Obligations as it 
accrues and becomes payable and the principal of the Refunded 
Obligations as it becomes due and payable; and 

WHEREAS, to facilitate the receipt and transfer of pro- 
ceeds of the Escrowed Securities, particularly those in book 
entry form, the Issuer desires-to establish the Escrow Fund at 
the principal corporate trust office of the Escrow Agent; and 

"i 
WHEREAS, the Escrow Agent is a party to this Agreement to 

acknowledge its acceptance of the terms and provisions hereof; 

NOW, THEREFORE, in consideration of the mutual undertak- 
ings, promises and agreements herein contained, the sufficiency 
of which hereby are acknowledged, and to secure the full and 
timely payment of principal of and the interest on the Refunded 
Obligations, the Issuer and the Escrow Agent mutually under- 
take, promise, and agree for themselves and their respective 
representatives and successors, as follows: 

ARTICLE I 

DEFINITIONS AND INTERPRETATIONS 

Section 1.01. Definitions. Unless the~context clearly 
indicates otherwise, the following te~ms shall have the mean- 
ings assigned to them below when they are used in this Agree- 

ment: 

"Code" means the Internal Revenue Code of 1954, as 
amended, and the rules and regulations thereunder. 

"Escrow Fund" mean3 the fund created by this Agreement to 
be administered by the Escrow Agent pursuant to the provisions 
of this Agreement. 
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"Escrowed Securities" means the noncallable United States 
Treasury ob!igations described in Exhibit "D" attached to this 
Agreement or cash ori\other direct obligations of the United 

' j, , 

States of America substltuted therefor pursuant to Section 4 03 

of this Agreement. 

Section 1.02. Other Definitions. The fezes "Agreement", 
"Issuer", "Escrow Agent", "Refunded ubligations", and "Refund- 
ing Obligations", when they are used in this Agreement, shall 
have the meanings assigned to them in the preamble to this 

Agreement. 

Section 1.03. Interpretations. The titles and headings 
of the artlcles and sectlons of this Agreement have been 
inserted for convenience and reference only and are not to be 
considered a part hereof and shall not in any way modify or 
restrict the terms hereof. This Agreement and all of the terms 
and provisions hereo~ shall be liberally construed to effect- 
uate the purposes sei£ forth herein and to achieve the intended 
purpose of providing for the refunding of the Refunded Obliga- 
tions in accordance with applicable law. 

ARTICLE II 

DEPOSIT OF FUNDS AND 
ESCROWED SECURITIES 

Section 2.01. Deposits in the Escrow Fund. Concurrently 
with the sale and delivery of the Refunding Obligations the 
Issuer shall deposit, or cause to be deposited, with the Escrow 
Agent, for deposit in the Escrow Fund, the funds and Escrowed 
Securities described in Exhibit ,D" attached hereto, and the 
Escrow Agent shall, upon the recelpt thereof, acknowledge such 
receipt to the Issuer in writing. 

ARTICLE IiI 

CREATION AND OPERATION OF ESCROW FUND 

Section 3.01. Escrow Fund. The Escrow Agent has created 
on its books a special trust fund and irrevocable escrow to be 
known as the Board of Regents of The University of Texas 
System Permanent University Fund Bonds, Series 1966, Permanent 
University Fund Bonds New Series 1967, 1968, 1969, 1970, 1971, 
1972, 1973, 1974, 1975, 1976, 1977, 1978, 1979, 1980, 1981, 
1983, 1983-A, and 1984, and Constitutional Amendment Permanent 
University Fund Bonds, Series 1985 and~!985-A Escrow Fund (the 
"Escrow Fund"). The Escrow Agent hereby agrees that upon 
receipt thereof it will deposit to the credit of the Escrow 
Fund the funds and the Escrowed Securities described in Exhibit 
"D" attached hereto. Such deposit, all proceeds therefrom, and 

<::~ all cash balances from time to time on deposit therein (a) 
! shall be the property of the Escrow Fund, (b) shall be applied 
~ only in strict conformity with the terms and conditions of this 
~Agreement, and (c) are hereby irrevocably pledged to the 
payment of </the principal of and interest on the Refunded 
Obligations, which payment shall be made by timely transfers of 
such amounts at such times as are provided for in Section 3.02 
hereof. When the final transfers have been made for the 
payment of such principal of and interest on the Refunded 
Obligations, any balance then remaining in the Escrow Fund 
shall be transferred to the Issuer, and the Escrow Agent shall 
thereupon be discharged from any further duties hereunder. 

Section 3.02. Payment of Principal and Interest. Th~ 
Escrow Agent is hereby irrevocably instructed to transfer from 
the cash balances from time to time on deposit in the Escrow 
Fund, the amounts required to pay the principal of and interest 

74 
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on ~ h e  Re:~nded Obligat=ons, unen due, Zn ~he amounts and at 
:he times shown in Exhiblt "C" attached hereto. 

Section 3.03. Sufficiency of Escrow Fund. The issuer 
represents tna~ ~ne successive receipts of the principal of and 
Interest on the Escrowed Sec~/rities will assure tha~ the cash 
balance cn deposi~ from ~ime to time in the Escrow Fund will be 
at all tlmes sufflcient to provide moneys for transfer to ~he 
Paying Agent at ~he times and in the amounts required to pay ~ 
th~ Interest on the Refunded Oblio~ions as such inEerest comes 
due and the principal of the Refunded Obligations as the 
Refunded Obligations mature, all as more fully set forth in 
-~xhibit "E" attached hereto. If, for any reason, at any time, 
the cash balances on deposit or scheduled to be o~ deposit in 
~he Escrow Fund shall be insufficient to transfer the amounts 
required by each place of paymer~ (paying agent} for the 
Refunded Obligations to make the payments set forth in Section 
3.02 hereof, the Issuer shall timely deposit in t_he Escrow 
Fund, from any funds that are lawfully available ~herefor, 
additional funds in the amounts required to make such payments. 
Notice of any such insufficiency shall be given promptly as 
hereinafter provided, but the Escrow Agent shall not in any 
manner be responsible for any insufficiency of funds in the 
Escrow Fund or the Issuer's failure to make additional deposits 

thereto. 

Section 3.04. Trust Fund. The Escrow Agent shall hold at 
all times the Escrow Fund, the Escrowed Securities and all 
other assets of the Escrow Fund, wholly segregated from all 
other funds and securities on deposit with the Escrow Agent; it 
shall never allow the Escrowed Securities or any o~her essets 
of the Escrow Fund to be commingled with any other furIdS or 
securities of the Escrow Agent; and At shall hold and dispose 
of the assets of the Escrow Fund only as set forth herein. The 
Escrowed Securities and other assets of the Escrow Fund shall 
always be maintained by the Escrow Agent as trust funds for the 
benefit of the owners or the Refunded Obligations; and a 
special account thereof shall au all times be maintained on the 
books of the Escrow Agmnt. The owners of the Refunded Obliga- 
tions shall be~entitied to the same preferred claim and first 
lien upon the Escruwed Securities, the proceeds thereof, and 
all other assets of the Escrow Fund to which they are entitled 
as owners of the Refunded Obligations. The amounts received by 
the Escrow Agent under this Agreement shall not be considered 
as a banking deposit by the Issuer, and the EscrOw Agent shall 
have no right • to title with respect thereto except as a con- 
structive trustee and Escrow Agent under the terms of this 
Agreement. The amounts received by the Escrow Agent under this 
Agreement shall not be subject to warrants, drafts or checks 
drawn by the Issuer or, except to the extent expressly herein 
provided, by the Paying Agent. 

~: Section 3,05. Security for Cash Balances. Cash balances 
from time to time on deposit in the Escrow Fund shall, tO the 
extent no~ insured by the Federal Deposit Insurance Corporation 
or its successor, be continuously secured by a pledge of direct 
obligations of, or obligations unconditionally guaranteed by, 
the United States of America, having a market value at least 
equal to such cash balances. 

ARTICLE IV 

LIMITATION ON INVESTMENTS~ ~ 

Section 4.01. Except for the initial i~vestment of the 
proceeds of the Refunding Obligations in the Escrowed Securi- 
ties, and except as provided in Sections 4.02 and 4.03 hereof, : 
the Escrow Agent shall not have any power or duty to invest or 

f • = =  
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reinvest any money held hereunder, or to make substitutions of 
the Escrowed Securities, or to se!l~ ~ transfer, or otherwise 

dispose of the Escrowed Securities. 
? 

Escrow bv Esc~owAue nz ditlon to t h e  E s c r o y e ? S e c u r z t ~ e s  
- ~ " • ~ " ,  " w A e n t  s n a ~  r e ~ n v e s ~  

!isled In ~_xnlblt D hereto, the Escro g ' (0) 
cash balances shown in Exhibit "F" attached hereto in zero 
interest rate United States Treasury Obligations - State and ~' 
Local Goverr~enV '~'~-!~''~s to the extent such Obligations are 
available from i~ ~rtment of the Treasu~. All such 

sha~, <~:~made only :tom the portion of cash 
reinvestments fWc;m~the maturing prlncipal of and interest on 
balances derived 
Escrowed Securiti~ / that are United States Treasury Certifi- 
cates of Indebtedness, Notes, or Bonds - State and Local 
Government Series. All such reinvestments shall be acqulred on 
and shall mature on the dates shown on Exhibit "F" attached 

hereto. 
[i 

Section 4.03. Substitution for Escrowed Securities. 
Concurrently with the sale and delivery of the Refunding 
Obligations, but not thereafter, the Issuer, at i~s option, may 
substitute cash or non-interest bearing direct obligations of 
the United States Treasury (i.e., Treasury obligations which 
mature and are payable in a stated amount on the maturity date 
thereof, and for which there are no payments other than the 
payment made on the maturity date) for non-interest bearing 
Escrowed Securities, if any, listed in part III of Exhibi~ "D" 
attached hereto, but only if such cash and/or substituted 
non-interest bearing direct obligations of the United States 

Treasury - 

(a) are in an amount, and/or mature in an amount, which, 
together with any cash substituted for such obliga- 
tions, is equal to or greater than the amount 
payable on the maturity date of the obligation 
listed in part III of Exhibit "D" for which such 
obligation is substituted, and 

(b) mature on or before the maturity date of the 
obligation listed in part Ill of Exhibit "D" for 
which such obligation is substituted. 

If any such cash and/or obligations are so substituted for any 
Escrowed Securities, the Issuer may, at any time thereafter, 
substitute for such cash and/or obligations the same Escrowed 
Securities for which such cash and/or obligations originally 

were substituted. 

Section 4.04. Allocation of Certain Escrowed Securities. 
Except as provided in this Section 4.04, the maturing principal 
of and interest on the Escrowed Securities may be applied to 
the payment of any Refunded Obligations and no allocation or 
segregation of the receipts of principal or interest from such 
Escrowed Securities is required. The maturing pnincipal of and 
interest on the Escrowed Securities listed in Exhibit "G" 
hereto shall be allocated and applied only to pay the Refunded 
Obligations listed on Exhibit "G" hereto. 

Section 4.05. Arbitra~e. The Issuer hereby covenants 
and agrees that it shall never request the Escrow Agent to 
exercise any power hereunder or permit any part of the money in 
the Escrow Fund or proceeds from the sale of Escrowed Securi- 
ties to be used directly or indirectly to acquire any securi- 
ties or obligations if the exercise of such power or the 
acquisition of such securities or obligations would cause any 
Refunding Obligations or Refunded Obligations to be an "arbi- 
trage bond" within the meaning of Section I03(c) of the Code. 
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ARTICLE V 

APPLICATION OF CASH TBALANCES 

Section 5.01. in General. Except as provided in Sections 
3.02, 4.02, and 4.03 hereof, no withdrawals, transfers, or 
reinvestment shall be made of cash balances in the Escrow Fund. 

ARTICLE VI 

~ RECORDS AND REPORTS ~ 

Section 6.0!. Records, The Escrow Ament will keep books 
of record and account in which complete and correct entries 
shall be made of all transactlons relating to the receipts, 
disbursements, allocations and appllcation of the money and 
Escrowed Securities deposited to the Escrow Fund and all 
proceeds thereof, and such books shall be available for in- 
spection at reasonable hours and under reasonable conditions by 
the Issuer and the owners of the Refunded Obligations. 

( k 

Section 6.02. Reports. While this Agreement remains in 
effect, the Escrow Agent annually shall prepare and send to the 
Issuer a written report summarizing all transactions relating 
to the Escrow Fund during the preceding year, including, 
without limitation, credits to the Escrow, Fund as a result of 
interest payments on or maturities of the Escrowed Securities 
and transfers from the Escrow Fund for payments on the Refunded 
Obligations or otherwise, together with a detailed statement of 
all Escrowed Securities and the cash balance on deposit in the 
Escrow Fund as of the end o ~ such perlod. 

ARTICLE VII 
F 

CONCERNING THE PAYING AGENTS AND ESCROW AGENT ii 

Section 7.01. Representations. The Escrow Agent hereby 
represents that it has all necessary power and authority to 
enter into this Agreement and undertake the obligations and 
responsibilities imposed upon it herein, and that it will carry 
out all of its obligations hereunder. 

Section 7.02. Limitation qn Liability. The liability of 
the Escrow Agent to transfer funds for the payment of the 
principal of and interest on the Refunded Obligations shall be 
limited to the proceeds of the Escrowed Securities and the cash 
balances from time to time on deposit in the Escrow Fund. 
Notwithstanding any provision contained herein to the contrary, 
neither the Escrow Agent nor the Paying Agent shall have any 
liability w~atsoever for the insufZiciency of funds from time 
to time in the Escrow Fund or any failure of the obligors of 
the Escxowed Securities to make timely payment thereon, except 
for the obligation to notify the Issuer promptly of any such 
occurrence. : .  

The ~ecitals herein and in the proceedings authorizing the 
Refunding Obligations sha~l be taken as the statements of thQ 
Issuer and shall not be considered as made by, or imposing any 
obligation or liability upon, the Escrow Agent. The Escrow 
Agent is not a party to the proceedings authorizing the Refund- 
ing Obligations or the Refunded Obligations and is not respon- 
sible for nor bound by any of the provisions thereof (except as 

place of payment and paying agent and/or a Paying Agent/- 
": Registra~ therefor}. In its capacity as Escrow Agent, it .is 

agreed that .the Escrow Agent need look only to the terms and 
provisions of this Agreement. 

L 
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The Escrow Agent makes no representations as to the value, 
conditions or sufficiency of ~he Escrow Fund, or any part 
uhereof, or as to the title of ~he Issuer thereto, or as to the 
security ifforded thereby or hereby, and the Escrow Agent shall 
nou incur any liability or responsibility in respect to any of 

such matters. 

It ls ~he 1ntention of %he parties hereto that the Escrow 
Agent- shall never be required to use or advance its own funds 
or otherwise incur personal financial liability in the perfor- 
mance of any of its duties or the exercise of any of its rights 

and powers hereunaer. 

The Escrow Agent shall not be liable for any action taken 
or neglected to be taken by it in good faith in any exercise of 
reasonable care and believed by it to be within the discretion 
or power conferred upon iz by this Agreement, nor shall the 
Escrow Agent be responsible for the consequences of any error 
of judgment; and the Escrow Agent shall not be answerable 
except for its own action, neglect or default, nor for any loss 
uniess ~he same shall have been through its negligenc~ or want 

of good faith. 

Unless it is specifically otherwise provided herein, the 
Escrow Agent has no duty to determine or inquire into 
the happening or occurrence of any event or contingency or the 
performance or failure of performance of the Issuer with 
respect to arrangements or contracts with others, with .the 
Escrow Agent's sole duty hereunder being to safeguard the 
Escrow Fund, to dispose of and deliver the same in accordance 
with this Agreement. If, however, the Escrow Agent is called 
upon by the terms of this Agreement to determine the occurrence 
of any event or contingency, the Escrow Agent shall be obli- 
gated, in making such determination, only to exercise reason- 
able care and diligence, and in event of error in making such 
'determination the Escrow Agent shall be liable only for its own 
misconduct or its negligence. In determining the occurrence of 
any such event or contingency the Escrow Agent may request from 
the Issuer or any~ other person such reasonable additional 
evidence as the Escrow Agent in its discretion may deem neces- 
sary to determine any fact relating to the occurrence of such 
event or contingency, and in this connection may make inquiries 
of, and consult with, among others, %-~e Issuer at any time. 

Section 7.03. Compensation. (a) Concurrently with the 
sale and delivery of the Refunding Obligations, the Issuer 
shall pay to the Escrow Agent, as a )fee for performing the 
services hereunder and for all expenses incurred or to be 
incurred by the Escrow Agent in the administration of this 
Agreement, the sum of $26,700.00, the sufficiency of which is 
hereby acknowledged by the Escrow Agent. In the event that the 
Escrow Agent is requested to perform any extraordinary services 
hereunder, the Issuer hereby agrees to pay reasonable fees to 
the Escrow Agent for such extraordinary services and to re- 
imburse the Escrow Agent for all expenses incurred by the 
Escrow Agent in performing such extraordinary services, and the 
Escrow Agent hereby agrees to look only to the Issuer for the 
payment of such fees and reimbursement of such expenses. The 
Escrow Agent hereby agrees that in no event shall iZ ever 
assert any claim or lien against the Escrow Fund for any fees 
for its services, whether regular or extraordinary, as Escrow 
Agent, or in any other capacity, or for reimbursement for any 

of its expenses. 

(b) In addition to the Escrow Agent, the following also 
are places of payment (paying agents)for the Refunded Obliga- 

tions: 
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Morgan Guaranty Trus~ Company of New York, New York, New 

York: 

InterFirst Bank Austin, N.A., Austin, Texas (formerly, 
The Austin National Sank, Austinl Texas); 

Bankers Trust Company, New York, New York; 

The First National Bank of Chicago, Chicago, Illinois; 

Texas Commerce Bank, N.A., Houston, Texas (formerly, the 
Texas National Bank of Commerce of Houston, Houston, 

Texas); 

The Northern Trust Company, Chicago, Illinois; 

RepublicBank Waco, N. A., Waco, Texas (formerly, the 
Citizens National Bank of Waco, Waco, Texas); 

Harris Trust & Savings Bank, Chicago, Illinois; 

MBank Houston, N.A., Houston, Texas (formerly, the Bank of 
the Southwest National Association Houston, H~hston, , J, ,' 

Texas); 

Manu:acturer's Hanover Trust Co., New York, New YorK; 

Continental Illinois National Bank and Trust Company of 
Chicago, Chicago, Illinois; 

BancTEXAS Dallas, N.A., Dallas Texas (formerly, the 
National Bank of Comme£ce of Dallas, Dallas, Texas); 

MBank Austin, N~A., Austin, Texas (formerly, The American 
National Bank of Austin, Austin, Texas); 

Citibar~ New York, New York, New York; 

Irving Trust Company, New York, New York; and 

Chemical Bank New York Trust Company, New York, New York 
(formerly, Chemical Bank, New York, New York) 

(collectively, the "Other Paying Agents"). Concurrently with 
the sale and delivery of the Refunding Obligations the Issuer 
shall pay to the Escrow Agent the sum of $746,888.51, the 
sufficiency of which is hereby acknowledged by the Escrow 
Agent, for all future paying agency services of the Escrow 
Agent and the Other Paying Agents; and the Escrow Agent 
warrants that such sum is sufficient for such purpose, and that 
it has confirmed such sufflclency, and received approval of the 
arrangements herein made, with the Other Paying Agents. The 
Escrow Agent shall be obligated to make available to the Other 
Paying Agents amounts from the Escrow Fund sufficient to pay 
when due the principal of and interest on any Refunded Obliga- 
tions presented to the Other Paying Agents for payment, and to 
pay all charges of the Other Paying Agents for their paying 

agency services. 

The Issuer further agrees, separately and independently 
from the above amounts, to pay to each Paying Agent/Registrar, 
respectively, for the Issuer's Permanent University Fund Bonds, 
New Series 1983-A and Series 1984, and Constitutional Amendment 
Permanent University Fund Bonds, Series 1985 and Series 1985-A 
being refunded, the fees and charges, if any, of each such 
Paying Agent/Registrar for performing the registrar and trans- 
fer agent services only of the Paying Agent/Registrar in 
accordance with the provisions of the proceedings authorizing 
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the Issuance of said 5erles 19~3-A, 1984, !985, and 1985-A 

Bonds .  

(c) Upon receipt of the aforesaid specific sums stated in 
subsections (a) and (b) of this Section 7.03 for Escrow Agent 
and paying agency fees, expenses, and services, the Escrow 
Agent shall acknowledge such receipt to the Issuer in writing. 

Section 7.04. Successor Escrow A~ents. If at any time 
the Escrow Agent or its legal successor or successors should 
become unable, through operation of law or otherwise, to act as 
escrow agent hereunder, or if its property and affairs shall be 
taken under the control of any state or federal court or 
administrative bodybecause of insolvency or bankruptcy or for 
any other reason, a vacancy shall forthwith exist in the office 
of Escrow Agent hereunder. In such event the Issuer, by 
appropriate action, promptly shall appoint an Escrow Agent tc 
~i!l such vacancy. If no successor Escrow Agent shall have 
been appointed by the Issuer within 60 days, a successor may he 
appointed by the owners of a majority in principal amount of 
the Refunded Obligations then outstanding by an instrument or 
instruments in writing filed with the Issuer, ~igned by such~ 
owners or by thelr duly authorized attorneys-in-fact. If, in a 
proper case, no appointment of a successor Escrow Agent shall 
be made pursuant to the foregoing provisions of this section 
within three months after a vacancy shall have occurred, the 
o~n%er of any Refunded Obligation may apply to any court of 
competent jurisdiction to appoint a successor Escrow Agent. 
Such court may thereupon, after such noLice, if any, as it may 
deem proper, prescribe and appoint a successor Escrow Agent, 

~Any successor Escrow Agent shall be a corporation organ- 
ized and doing business under the laws of the United States or 
the State of Texas, authorized under such laws to exercise 
corporate trust powers, having its principal office and place 
of busi.ness in the State of Texas, having a combined capital 
and surplus of at least $5,000,000 and subject to the super- 
vision or examination by Federal or State authority. 

Any successor Escrow Agent shall execute, acknowledge and 
deliver to the Issuer and the Escrow Agent an instrument 
accepting s~ch appointment hereunder, and the Escrow Agent 
shall execute and deliver an instrument transferring to such 
successor Esczow Agent, subject to the terms of this Agreement, 
all the rights, powers and trusts of the Escrow Agent here- 
under. Upon the request of any such successor Escrow Agent, 
the Issuer shall execute any and all instruments in writing for 
more fully and certainly vesting in and confirming to such 
successor Escrow Agent all such rights, powers and duties. The 
Escrow Agent shall pay over to its successor Escrow Agent a 
proportional part of the Escrow Agent's fee hereunder. 

ARTICLE VIII 

MISCELLANEOUS 

Section 8.01. Notice. Any notice, authorization, re- 
quest, or demand required or permitted to be given hereunder 
shall be in writing and shall be deemed to have been duly given 
when mailed by registered or certified mail, postage prepaid 
:addressed to the Issuer or the Escrow Agent at the address 
shown on Exhibit "A" attached hereto. The United States Post 
Office registered or certified mail receipt showing delivery of 
the aforesaid shall be conclusive evidence of the date and fact 
of delivery. Any party hereto l~ay change the address to which 
notices are to be delivered by giving to the other parties not 

/! less than ten (i0) days prior notice thereof, 
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5ec=lon 8.02. Term. inatlon of Responsibilities- Upon the 
=ak~ng of ~=~ t~e ac=~ons as descrl~ed hereln by the Escrow 

--- ~ .... ~ obligations or 
A=en=, the Escrow Agen% shall have no ........ 
respcnslbiiities hereunder :o the issue£~, the owners of the 
Refunded Oh!iga=ions or to any other person o~ persons in ~ 

ccnnec%ion with :his Agreement. 

5ectlon B.03. Bindinc Aureement. This~!Agreement shall be 
blnding upcn the Issuer ia ~i the Esc~w Agent and ~heir respec- 
=lye successors and lega~ ~rep resen~atlvest ~nd shall inure 
solely :o the Denefit of the owners o: ~he Refunded Obliga- 
tions, the Issuer, the Escrow Agen~ and their respective 
successors and legal representatives. 

Section 8.04. Severability- In case any one or more of 
£he provlsions contained in thls Agreement shall for~any reason 
be held to be invalid, illegal or unenforceable in any respect, 
such invalidity, illegality or unenforceability shall not 
affect any other provisions of this Agreement, but this Agree- 
merit shall be construed as if such invalid or illegal or 
unenforceable provision had never been contained herein. 

Section 8.05. Texas Law Governs. This Agreement shall be 
governed exc!uslvely by the provisions hereo~ and by the 
applicable laws of the State of Texas. 

Section 8.06. Time of the Essence, Time shall be of the 
essence in the performance of obliga£fons from time to time 
imposed upon :he Escrow Agent by this Agreement. 

Section 8.07. Effective date of Aqreement. This Agree- 
merit shall be ef{ective upon receipt by the Escrow Agent of the 
funds described in Exhibit "D" attached hereto and the Escrowed 
Securities, together with the speci:ic sums stated in subsec- 
tions (a) and (b) of Section 7 03 for Escrow Agent and paying • : [: 

agency fees, expenses, and services. 

EXECUTED as of the date fiirst written above. 

BOARD OF REGENTS OF THE UNIVERSXTY 
OF TEXAS SYSTEM 

.+"iS/ 

By 
Chalrman, Board of Regents: 

o 

ATTEST: 

i 

!i ~ 

~_xecutive Secreuary, Board o~ 
Regents 

(BOARD SEAL) 

INTERFIRST BANK DALLAS, N.A. 
DALLAS , TEXAS 

/ 

By 
Title: 

ATTEST: 

Title: 

(CORPORATE SEAL) - 59 - 
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