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Houst on, Texas, and Various Donors and
to Establish the Debra Beth Lobliner
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Psychol ogy in the Coll ege of Liberal
Arts

Acceptance of Gft from Lockheed Fort
Wrth Conpany, Fort Wrth, Texas, and
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arship in the Coll ege of Engi neering

Accept ance of Bequest fromthe Estate of
Jed Mace, Dallas, Texas, for the Harry
Ransom Hunani ti es Research Center

Approval to Accept Transfer of Funds and
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Machenehl Endowed Presidenti al

Schol arship in the Coll ege of Business
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Establish the (a) Burdi ne Anderson G ese
Endowed Schol arship in Studio Art, (b)
Wl liam Mbzart MVey Endowed Schol arship
in Scul pture, and (c) Lom s Sl aughter,
Jr. Endowed Schol arship in Scul pture in
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and Ben Anderson Endowrent for G aduate
Studies in Geology in the Coll ege of

Nat ural Sci ences
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fromM. and Ms. Ruben Edel stein,
Brownsvill e, Texas, and Establi shnent of
t he Berni ce and Ruben Edel stein Dean's
Schol ar Endownrent

Acceptance of G ft and Pl edge from
Mercantil e Bank, N. A, Brownsville,
Texas, and Establishnment of the

Mercantil e Bank Faculty Fell owship
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Texas

Redesi gnation of the Betty Jo Hay Chair
in Mental Health as the Betty Jo Hay

Di stinguished Chair in Mental Health and
Eligibility for Matchi ng Funds Under the
Texas Em nent Schol ars Program

SOUTHWESTERN MEDI CAL CENTER - DALLAS

Acceptance of Gft fromM. and

Ms. Thomas O (G nda) Hicks, Dallas,
Texas; Establishnment of the Thomas O
Hicks Fam |y Di stinguished Chair in
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Ms. Peyton A (Lydia) Schapper,

LaMar que, Texas, and Corporate Matching
Funds Pl edge from Marathon Q|

Cor poration, Findley, Onhio, and

Est abl i shnent of The Peyton and Lydi a
Schapper Endowed Schol arshi p Fund

HEALTH SCI ENCE CENTER - HOUSTON

Aut hori zation to Redesignate the

Di stinguished Chair in Cellular

Pat hol ogy in the Departnent of Pathol ogy
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Est abl i shnent of the Rehabilitation
Medi ci ne Di stingui shed Professorship

Approval to Accept Gft from

Dr. and Ms. J. Marvin Smth, I11,

San Antoni o, Texas, and O her Famly
Menbers; Establishnment of the

Dr. John M Smith, Jr. Professorship in
Fam |y Practice; and Eligibility for
Mat chi ng Funds Under the Texas Em nent
Schol ars Program

M D. ANDERSON CANCER CENTER

Al ando J. Bal |l antyne Professorship
of Head and Neck Surgery: Transfer
of Funds and Establishnment of the
Al ando J. Ball antyne D stingui shed
Lecture Series

Accept ance of Bequest fromthe Estate of
Nel |l i e Austin Pol k, Beaunont, Texas
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(a) Ruth M WIlson Trust A (b) Ruth M
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1.

HEALTH SCI ENCE CENTER - HOUSTON
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(SonoLi fe), Canpbell, California;
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SonolLi fe, Inc.
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Technol ogies, Inc. (VST), San
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VI .

VII.
VI,

Ant oni 0, Texas; Acceptance of Equity in
Vital Source Technol ogies, Inc. by the
U T. System and Authorization for Dr.
R Todd Watkins and Ms. Jani se Richards
to Accept Equity in and Serve as
Oficers and Directors of Vita

Sour ce Technol ogi es, Inc.

5. G her Matters
U T. SYSTEM

1. Anmendments to Sections IlIl and IV of the
Private Pl acenent Investnent Policy
St at ement

2. Adoption of the Long Term Fund
Policy Statenent and Resci ssion
of Common Trust Fund Charter and Common
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MEETI NG NO. 883

THURSDAY, FEBRUARY 9, 1995.--The nenbers of the Board of
Regents of The University of Texas System convened in regu-

| ar session at 10:15 a.m on Thursday, February 9, 1995, in

t he Dobi e Room on the Fourth Floor of the Peter T. Fl awn
Academ c Center at The University of Texas at Austin, Austin,
Texas, wth the followng in attendance:

ATTENDANCE. - -

Pr esent Absent
Chai rman Rapoport, presiding

Vi ce- Chai rman Tenpl e

Vi ce- Chai rman Leber mann

Regent Crui kshank

Regent Hi cks

Regent Hol nes

Regent Loeffler

Regent Ram rez

Regent Sm | ey

Executive Secretary Dlly

Chancel | or Cunni ngham

Executive Vice Chancell or Duncan
Executive Vice Chancellor Millins
Executive Vice Chancell or Burck

Chai rman Rapoport announced a quorum present and call ed the
neeting to order.

RECESS TO BRI EFI NG AND EXECUTI VE SESSI ONS. - - Chai r man Rapopor t
announced that the Board would recess to convene a briefing
session and Executive Session pursuant to Texas Gover nnent
Code, Chapter 551, Sections 551.071, 551.072, and 551.074 to
consider those matters |isted on the Executive Session agenda.

RECONVENE. - - At 1:30 p.m, the Board reconvened in open session
in the Knopf Room of the Peter T. Flawn Academ c Center.

| NTRODUCTI ON OF MR DONALD L. EVANS, M DLAND, TEXAS. - - Chai r man
Rapoport introduced M. Donald L. Evans of Mdl and, Texas, a
nom nee to the U. T. Board of Regents by Governor Bush, and
noted that, followng his Senate confirmation, the Board

| ooked forward to his counsel in the governance of The Univer-
sity of Texas System



VELCOMVE BY DR. ROBERT M BERDAHL, PRESI DENT OF THE UNI VERSI TY
OF TEXAS AT AUSTI N. - - Chai rman Rapoport stated that the Board
was pleased to be neeting at The University of Texas at Austin
and then called on Dr. Robert M Berdahl, President of U T.
Austin, for any wel com ng remarks on behalf of the host insti-
tution.

On behalf of the faculty, staff, and students of U T. Austin,
Presi dent Berdahl wel coned the nenbers of the Board and ot her
guests to the canpus.

U T. BOARD OF REGENTS: APPROVAL OF M NUTES OF REGULAR MEET-
| NG HELD ON DECEMBER 1, 1994, AND SPECI AL MEETI NG HELD ON
JANUARY 27, 1995.--Upon notion of Vice-Chairman Tenpl e,
seconded by Regent Hol nes, the M nutes of the regul ar neet-
ing of the Board of Regents of The University of Texas System
hel d on Decenber 1, 1994, in Edinburg, Texas, were approved
as distributed by the Executive Secretary. The official copy
of these Mnutes is recorded in the Permanent M nutes, Vol -
ume XLII, Pages 533 - 998.

Upon notion of Regent Crui kshank, seconded by Vi ce-Chairnman
Tenpl e, the Mnutes of the special neeting of the Board of
Regents of The University of Texas System held on Janu-

ary 27, 1995, in Austin, Texas, were approved as distributed
by the Executive Secretary. The official copy of these M n-
utes is recorded in the Permanent M nutes, Volune XLII

Pages 999 - 1065.

RECESS FOR COW TTEE MEETI NGS AND COW TTEE REPORTS TO THE
BOARD. --At 1:35 p.m, the Board recessed for the neetings
of the Standing Commttees, and Chai rman Rapoport announced
that at the conclusion of each commttee neeting the Board
woul d reconvene to approve the report and recomrendati ons
of that commttee.

The neetings of the Standing Committees were conducted in
open session and the reports and recommendati ons t her eof
are set forth on the foll owm ng pages.



REPORTS AND RECOMMVENDATI ONS OF STANDI NG COW TTEES

REPORT OF EXECUTI VE COW TTEE (Pages 3 - 15).--1n conpliance
with Section 7.14 of Chapter | of Part One of the Regents

Rul es and Regul ati ons, Chairman Rapoport reported to the Board
for ratification and approval all actions taken by the Execu-
tive Coormittee since the last neeting. Unless otherw se indi-
cated, the recommendati ons of the Executive Committee were in
all things approved as set forth bel ow

1. U T. System Approval to Rescind the Current Policy
Regarding the Use of Prevailing Wage Rates for Construc-
tion Projects; Adoption of Policy of Using Wage Surveys
Determ ned by the General Services Comm ssion for Con-
struction Contracts Subject to Article 5159a, V.T.C. S.;
and Aut horization for Such Rates to be Suppl enented Wen
Necessary Because of Om ssions of Applicable dassifi-
cations of Labor (Exec. Com Letter 95-6).--At its
June 1993 neeting, the U T. Board of Regents adopted
a policy which required that prevailing wage rates com
parable to the rates promul gated under the federal
Davi s- Bacon Act be adopted for construction projects of
The University of Texas Systemthat are subject to Arti -
cle 5159a of Vernon's Texas Civil Statutes.

When the Board took this action, Article 5159a of

V.T.C.S. did not nake any reference to the Davi s-Bacon
Act and did not state any nethod by which the public body
shoul d ascertain the general prevailing rate. Subse-
quently, on Septenber 1, 1993, an anendnent to Arti -

cl e 5159a becane effective which required the public body
to ascertain the prevailing wage either by conducting a
survey or by adopting Davis-Bacon rates "if the survey

on which the Davis-Bacon rate was founded was conducted
Wi thin three years prior to the bidding of the project.”
This three-year requirenment did not make it feasible for
Davi s-Bacon rates to be used on U T. System construction
contracts because, as the U S. Departnent of Labor which
promul gates those rates advised, fewer than ten Texas
counties, and no counties where the U T. System has
active construction projects, have been surveyed within
three years.

Under these circunstances, and upon recomendati on of the
Executive Conmttee, the Board:

a. Resci nded the policy adopted on June 10, 1993,
regarding prevailing wage rates to be utilized
by the U T. Systemin construction contracts

b. Adopted a policy of using wage surveys for
construction contracts, as authorized by
Article 5159a, Vernon's Texas Civil Stat-
utes, and provided by the General Services
Comm ssi on

C. Aut hori zed such rates to be suppl enent ed
when necessary because of om ssions of
applicabl e classifications of |abor.

Nei t her a court nor the Texas Attorney General has issued
an opinion which interprets Article 5159a as anended to
date. However, the Council on Conpetitive Governnent
(the Council), conprised of the Governor, the Lieutenant
Governor, the Conptroller, the Speaker of the House of
Represent ati ves, the Conm ssioner of the Texas Enpl oynent



Comm ssion, and the presiding officer of the General

Servi ces Comm ssion, has directed that for construction
contracts subject to Article 5159a, all instrunentalities
of the state utilize as prevailing wages those wages
determ ned by surveys conducted by the CGeneral Services
Comm ssion (the Conm ssion).

The U. T. Systemw |l follow the Council's direction,

unl ess or until such direction is rescinded or otherw se
invalidated, to utilize as prevailing wages those deter-
m ned by the Conm ssion, provided that, if and when nec-
essary because of om ssions of applicable classifications
of | abor fromthe Comm ssion's surveys, the U T. System
may suppl enment the Conm ssion's surveys by other avail -
able information sufficiently to repair such om ssions.
The above applies only to construction contracts subject
to Article 5159a, whether the contract is adm nistered by
the Ofice of Facilities Planning and Construction or by
a conmponent institution's purchasing departnent or physi-
cal plant departnment. |In situations where Article 5159a
does not apply, such as labor-only contracts, there is no
requi renent for surveys or a reference to the Comm ssion,
and market forces will be relied on to determ ne | abor
rates.

U. T. Austin: Authorization to Establish a Master of
Science in the Commercialization of Science and Technol -
ogy Degree and to Subnit the Degree Programto the Coor-
dinating Board for Approval (Catal og Change) (Exec. Com
Letter 95-6).--Authorization was granted to establish a
Mast er of Science in the Conmmercialization of Science and
Technol ogy degree at The University of Texas at Austin
and to submt the proposal to the Texas H gher Education
Coordi nating Board for review and appropriate action.

The Master of Science in the Commercialization of Science
and Technol ogy degree is consistent wwth U T. Austin's
approved Table of Prograns and institutional plans for
offering quality degree prograns to neet student needs.
The programw || be offered off-canpus in a weekend exec-
utive format at no cost to the State.

The Master of Science in the Commercialization of Science
and Technol ogy degree requires a m ni mum of 33 senester
credit hours. The degree plan includes an 18 hour senes-
ter credit core, nine senester credit hours of electives
in a concentration, and six additional senester credit
hours, three of which are for a professional report.

This interdisciplinary programw ||l be adm ni stered by
the IC Institute and a graduate studies conmittee

appoi nted by the Vice President and Dean of G aduate
Studies at U T. Austin.

First year enrollment will be thirty FTE students with
100% expected to graduate. Those accepted in the program
w Il have full support of their enployers. Simlar sup-
port is expected for succeedi ng cohorts.

The University has structured the admnistration of this
degree programto ensure that it neets the sanme quality

standards as are required for regular on-canpus nmaster's
degree prograns. Students will be admtted to the pro-

gram t hrough the regul ar graduate school adm ssions pro-
cess.



Al t hough ei ght courses (24 senester credit hours) in the
student's programw || be taught off-canpus in the execu-
tive format, all of those courses wll be taught by
scholars who have a full-tinme commtnent to their field.
Furthernore, each individual faculty nmenber will hold an
appoi ntnment either as a regular faculty nmenber or as a

| ecturer in the appropriate U. T. Austin departnent. O
the faculty for the initial student cohort, three hold
appoi ntnments to endowed chairs or professorships at U T.
Austin, three are full-tinme research scholars, and the
bal ance are appoi nted Seni or Research Fellows at the

IC’ Institute. One is a full-time faculty nmenber at
another institution and a research fellow at the

| C? Institute. Al have a | ong-termcontinuing rel a-
tionship with U T. Austin. None of the faculty in the
programw || be enpl oyed exclusively to teach in this
program

To ensure that the off-canpus instructional fornmat does
not detract fromthe quality of the instruction, the
|C? Institute will arrange for all students to have
access to a local academc library and will suppl enent
the collection of that library with | G research

nonogr aphs and other special materials directly rel ated
to the comercialization of science and technology. In
addition, all students in the programw || be given
access to the U T. Austin general libraries on-1line
catal og and other electronically accessible materials.
Students will also have the ability to consult with their
instructors by way of Internet e-mail.

All costs of the programincluding overl oad paynents for
the faculty and rei nbursenent of travel expenses wll be

covered by charges to the students. It is anticipated
that the total fees for the degree will be approxinmtely
$20, 000 per student and will, in nost if not all cases,

be paid by the student's enployer. No state funds w |
be used to offer this program

Upon approval by the Coordi nati ng Board, the next appro-
priate catal og published at U T. Austin will be anended
to reflect this action.

U T. Brownsville - Science and Engi neering Technol ogy
Buil ding - Construction of Thernal Energy Plant (Proj-
ect No. 902-815): Award of Construction Contract to
R E.C. Industries, Inc., Bryan, Texas (Exec. Com Let-
ter 95-8).--The Executive Commttee recommended and the
Board awarded a construction contract for the Science
and Engi neering Technol ogy Building - Construction of
Thermal Energy Plant at The University of Texas at
Brownsville to the | owest responsible bidder, RE. C

I ndustries, Inc., Bryan, Texas, for the Base Bid in

t he ampbunt of $2, 447, 000.

R E C Industries, Inc. stated in its proposal that it
wi Il have Historically Underutilized Business partici pa-
tion of 10%for mnority-owned firnms and 5% for wonen-
owned firms in the contract.



The total project cost for this stage is conprised of the
foll ow ng el enents:

General Construction Contract $2, 447, 000
Fees and Adm ni strative Expenses 197, 863
Fut ure Work 40, 000
M scel | aneous Expenses 20, 000
Proj ect Conti ngency 45, 137

Total Cost for Construction of
Ther mal Energy Pl ant $2, 750, 000

The project will be the first stage of construction for

t he Sci ence and Engi neering Technol ogy Building at U T.
Brownsville. The new Thermal Energy Plant will allow
for the relocation of two existing 250-ton chillers and
al so expand the thermal energy distribution systemto
serve the new building. Included in this approximate
4,400 gross square foot building is a new 750-ton chiller
and associated thermal related infrastructure.

This project was reviewed by the Texas H gher Education
Coordi nating Board in October 1994 and is included in
the FY 1995 Capital Budget at a total project cost of
$23,875,000 to be funded with $375,000 fromG fts and
Grants from Texas Sout hnost Col | ege, as their share of
the cost to relocate the existing plant and equi pnent,
and $23, 500,000 from Tuiti on Revenue Bond Proceeds as
aut hori zed by the 73rd Session of the Texas Legislature
as part of the South Texas/Border Initiative.

U. T. El Paso: Authorization to Purchase Al of Block 9,
Al exander Addition, An Addition to the Cty of El Paso,
and the Closed Alley within Block 9 (Stanton Medi cal

Buil ding), El Paso County, Texas, from The Leavell Cont
pany, El Paso, Texas; Approval for Executive Vice Chan-
cellor for Business Affairs to Execute Docunents Rel ated
to Transaction; Authorization to Submt the Purchase to

t he Coordi nati ng Board; and Approval of Use of Revenue

Fi nancing System Parity Debt for the Purchase, Receipt

of Certificate, and Finding of Fact with Regard to Fi nan-
cial Capacity (Exec. Com Letter 95-7).--At its neeting
on Decenber 1, 1994, the U T. Board of Regents was
infornmed that The University of Texas at El Paso had
recei ved an unexpected opportunity to purchase a ful

city block and the Stanton Medical Buil ding adjacent to
its College of Nursing and Health Sciences. This prop-
erty contains approximtely 1.3 acres of |and, an eight-
story office building with approximately 67, 600 gross
square feet of space, a two-story parking garage with
space for 270 cars, and surface parking for an additional
twenty cars. Purchase of this facility will provide both
short-term and future space for program expansion at only
a fraction of the cost to construct new space on canpus.
Surplus space will be |eased for incone to defray the
cost of operating the building until such tine as it is
needed for University purposes.




In accordance therewith, the Board, upon recommendati on
of the Executive Commttee:

a. Aut horized U. T. El Paso to purchase al
of Block 9, Alexander Addition, an addi-
tion to the Cty of El Paso, and the
closed alley within Block 9 (Stanton Medi -
cal Building), El Paso County, Texas,
from The Leavell Conpany, El Paso, Texas,
for $1, 250,000 plus related closing costs

b. Aut hori zed the Executive Vice Chancel |l or
for Business Affairs, or his designee, to
execute all docunents pertaining to the
transaction

C. Aut horized U T. El Paso to submt the
transaction to the Texas H gher Educati on
Coor di nati ng Board for approval.

In conpliance with Section 5 of the Anended and Rest at ed
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System adopted by the Board on
February 14, 1991, and anended on Cctober 8, 1993, and
upon delivery of the Certificate of an Authorized Repre-
sentative as set out on Page 8 , the Board resol ved

t hat :

a. Parity Debt shall be issued to pay the
purchase price including any costs rel ated
to the purchase paid prior to the issuance
of such Parity Debt

b. Sufficient funds wll be available to neet
the financial obligations of the U T.
System i ncl udi ng sufficient Pledged Reve-
nues as defined in the Master Resol ution
to satisfy the Annual Debt Service
Requi rements of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System

C. U T. EIl Paso, which is a "Menber" as such
termis used in the Master Resol ution
possesses the financial capacity to sat-
isfy its Direct Obligation as defined in
the Master Resolution relating to the
i ssuance by the U T. Board of Regents
of tax-exenpt Parity Debt in the anount
of $1, 250, 000

d. This resolution satisfies the official
intent requirenents set forth in Sec-
tion 1.150-2 of the U S. Treasury Regu-
| ati ons.



PARTY DEBT CERTIFICATE O U T. SYSTEM REPRESENTATIVE

I, the wundersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Representative
under the Amended and Restated Mster Resolution Establishing
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991, and anended on
Qctober 8, 1993 (the "Master Resolution"), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5 (a) (ii) of the Mster Resolution in
connection wth the authorization by the Board to issue
"Parity Debt" pursuant to the Mster Resolution to finance the
purchase of all of Block 9, Awexander Addition, an addition to
the Gty of H Paso, and the closed alley within Block 9
(Stanton Medical Building) at U T. H Paso, and do certify
that to the best of ny knowedge the Board of Regents is in
conpliance wth all covenants contained in the Master

Resol ution, First Suppl erent al Resolution Establishing an
Interim Financing Program and the Second SuEpI enent al
Resolution, and is not in default of any of terns,
provisions and conditions in said Mster Resolution, First
Suppl enent al Resolution and Second  Suppl enental Resolution as
amended.

EXECUTED this Q — day of AQO&/JV4 1994

RNy

Assis nt Vi ce Chancello¥ for Finance




5. U T. Pan Anerican - Engineering Building (Project
No. 901-809): Award of Construction Contract to BFW
Construction Co., Inc., Tenple, Texas; and Approval of
Pl aque Inscription (Exec. Com Letter 95-8).--Upon rec-
omrendati on of the Executive Commttee, the Board:

a. Awar ded a construction contract for the
Engi neering Building at The University of
Texas - Pan Anerican to the | owest respon-
si bl e bidder, BFW Construction Co., Inc.,
Tenpl e, Texas, for the Base Bid and Alter-
nate Bid Nos. 1, 2, 3, and 4 in the anount
of $14,771, 000

b. Approved the inscription set out bel ow for
a plaque to be placed on the building in
accordance wth the standard pattern
approved by the U T. Board of Regents in
June 1979.

ENG NEERI NG BUI LDI NG
1995
BOARD OF REGENTS

Ber nard Rapoport, Chairman Wl liamH Cunni ngham

Ell en C arke Tenpl e, Chancel l or, The University
Vi ce- Chai r man of Texas System

Lowel | H Lebermann, Jr., M guel A. Nevarez

Vi ce- Chai r man President, The University
Robert J. Crui kshank of Texas - Pan Anerican
Thomas O. Hicks

Zan W Hol nes, Jr. Kel | Miufioz W godsky

Tom Loeffler Project Architect

Mario E. Ramrez, MD. BFW Construction Co., Inc.
Martha E. Sm | ey Contract or

BFW Construction Co., Inc. stated in its proposal that it
wi Il have Historically Underutilized Business participa-
tion of 30%for mnority-owned firnms and .5% for wonen-
owned firms in the contract.

This total project cost is conprised of the foll ow ng

el enent s:
CGeneral Construction Contract $14, 771, 000
Fees and Adm ni strative Expenses 1, 383, 412
Furniture and Equi pnent 4, 800, 000
Institutional Project Itens 775, 000
Fut ure Work 750, 000
M scel | aneous Expenses 196, 000
Proj ect Conti ngency 378, 588
Total Project Cost $23, 054, 000

This project, which was reviewed by the Texas Hi gher
Educati on Coordinating Board in July 1994, is included

in the FY 1995 Capital Budget. Approval to decrease the
appropriation was approved in June 1994 at a total proj-
ect cost of $23,054,000 to be funded from Tuition Revenue
Bond Proceeds as authorized by the 73rd Session of the
Texas Legislature as part of the South Texas/Border |ni-
tiative.



6.

U T. Pan Anerican - Thernmal Energy Pl ant Expansion for

t he Engi neering Building (Project No. 901-821): Award

of Construction Contract to BFW Construction Co., Inc.,
Tenpl e, Texas (Exec. Com Letter 95-8).--The Executive
Comm ttee recomended and the Board awarded a construc-
tion contract for the Thernmal Energy Pl ant Expansion for
t he Engi neering Building at The University of Texas - Pan
Anmerican to the | owest responsible bidder, BFW Construc-
tion Co., Inc., Tenple, Texas, for the Base Bid and
Alternate Bid Nos. 1 and 3 in the anmobunt of $2,662, 000.

BFW Construction Co., Inc. stated in its proposal that it
wi Il have Historically Underutilized Business participa-
tion of 9% for mnority-owned firnms and 1% for wonen-
owned firms in the contract.

The total project cost is conprised of the follow ng el e-
ment s:

General Construction Contract $2, 662, 000
Chill er Prepurchase 370, 200
Fees and Adm ni strative Expenses 334, 314
Institutional Project Itens 273, 486
Fut ure Work 70, 000
M scel | aneous Expenses 40, 000
Proj ect Conti ngency 50, 000
Total Project Cost $3, 800, 000

This project will allow for replacenent of an existing
chiller, construction of new cooling towers, and upgrade
of associ ated thermal energy plant infrastructure. The
exi sting Thermal Energy Plant does not have adequate
thermal capacity to serve the U T. Pan Anerican Engi -
neering Building and these inprovenents will provide the
Building with additional thermal capacity. Included in
this project is the purchase of a 2,000 ton chiller.

This project was approved by the Texas Hi gher Education
Coordinating Board in July 1994 and is included in the
FY 1995 Capital Budget. An additional appropriation

was approved in June 1994 for a total project cost

of $3,800,000 to be funded with $154, 000 i n H gher Edu-
cation Assistance Funds (HEAF), $700, 000 in Unexpended

Pl ant Funds, and $2, 946,000 from Tuiti on Revenue Bond
Proceeds as authorized by the 73rd Session of the Texas
Legi slature as part of the South Texas/Border Initiative.

U. T. San Antonio: Establishnent of a Doctor of Phil oso-
phy (Ph.D.) in Conputer Science Degree and Authorization
to Submt the Degree Programto the Coordinating Board
for Approval (Catal og Change) (Exec. Com Letter 95-6).--
Approval was given to establish a Doctor of Phil oso-

phy (Ph.D.) in Conputer Science degree at The University
of Texas at San Antonio and to submit the proposal to the
Texas Hi gher Education Coordi nating Board for review and
appropriate action. The Ph.D. in Conputer Science degree
is consistent with U. T. San Antoni o's approved Tabl e of
Progranms and institutional plans for offering quality
degree prograns to neet student needs.

The Doctor of Philosophy in Conputer Science degree wll
be adm ni stered through a Doctoral Studies Commttee for
the Conputer Science Program of the Division of Mathenmat-
ics, Conputer Science and Statistics in the Coll ege of
Sci ences and Engineering at U. T. San Antonio.
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This programw || provide graduates with advanced aca-
demc training in conputer science with an enphasis in
the area of high-perfornmance conputing and prepare grad-
uates for | eadership positions in conmputer science
research and devel opnent, including academ c positions

i n higher educati on.

The programwi |l require a mninmum of 69 senester credit
hours to include course work in a conputer science core,
desi gnated el ectives in high-performance progranm ng
environments or in high-performnce conputational tech-
ni ques, and a 30 senester credit hour conponent of
research and doctoral dissertation. Upon Coordinating
Board approval, U T. San Antonio is prepared to admt
the first students to the programin the sunmer session
of 1995.

The Conputer Science faculty has 13 nenbers and antici -
pates addi ng one additional faculty nmenber for each of
the first three years of the program The program al so
includes two part-tinme adjunct faculty nmenbers at present
and with the beginning of the doctoral programtwo nore
adjunct faculty nenbers are anticipated. A second tech-
ni cal support person wll be hired in the second year and
an additional half-tine secretary will be added in the
first year.

Li brary resources for the program have been increased
significantly during the past three years. Additional
annual funding of $22,000 per year is projected for sup-
port of the program Although facilities are currently
adequate for beginning the program additional conputing
facility expenditures of $550,000 are expected in the
first five years of the program

Total additional costs of $3,039,335 will be nmet by a
conbi nation of state appropriations fromfornmula funds
(beginning in the third year), South Texas/Border Initia-
tive special item appropriations for program devel opnent,
federal grants and contracts, and gifts and desi gnated
funds.

Upon Coordi nati ng Board approval, the next appropriate
catal og published at U T. San Antonio will be anended
to reflect this action.

U T. San Antonio - University Center Expansion (Proj-
ect No. 401-800): Approval of Revised Total Project Cost

and Appropriation of Additional Funds Therefor; Award of
Construction Contract to J. T. Vaughn Construction Co.,
Inc., Houston, Texas; and Approval of Plaque |Inscription
(Exec. Com Letter 95-8).--Upon recommendati on of the
Executive Commttee, the Board:

a. Approved an increase in the total project
cost from $12, 000, 000 to $13, 200, 000 for
the University Center Expansion at The
University of Texas at San Antonio

b. Appropriated an additional $1,200,000 for
the project fromthe foll ow ng sources:

1. $185,000 fromcurrently avail -

able Auxiliary Enterprise Bal-
ances (University Center Fees)
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2. $815, 000 from Auxiliary Enter-
prise Bal ances (University
Center Fees) additional accunu-
| ati ons through FY 1996

3. $200, 000 from accrued interest
on Revenue Fi nancing System Bond
Proceeds through FY 1996

C. Awar ded a construction contract for the
University Center Expansion at U T. San
Antonio to the | owest responsi bl e bidder,
J. T. Vaughn Construction Co., Inc.,
Houst on, Texas, for the Base Bid and
Alternate Bid Nos. 1, 3, 4, and 7 in the
anount of $11, 329, 402

d. Approved the inscription set out bel ow for
a plaque to be placed on the building in
accordance wth the standard pattern
approved by the U T. Board of Regents in
June 1979.

UNI VERSI TY CENTER EXPANSI ON
1995
BOARD OF REGENTS

Ber nard Rapoport, Chairman Wl liamH Cunni ngham

Ell en C arke Tenpl e, Chancel | or, The University
Vi ce- Chai r man of Texas System
Lowel | H. Lebermann, Jr., Samuel A. Kirkpatrick
Vi ce- Chai r man President, The University
Robert J. Crui kshank of Texas at San Antonio
Thomas O. Hicks
Zan W Hol nes, Jr. Phel ps/ Gar za/ Bonber ger
Tom Loeffler in association with
Mario E. Ramrez, MD. Chumey and Associ at es
Martha E. Sm | ey Project Architect
J. T. Vaughn
Construction Co., Inc.
Contract or

In approving this increase in total project cost, the
Board noted that there are opportunities to recover sone
of the additional cost by selected reductions in project
quality after a construction contract has been executed.
Expl oratory study of possibilities acceptable to the
institution without sacrifices in project scope or

i ntended function of space indicates that such cost
reduction efforts could attain a construction cost sav-
i ngs of approximately $300,000. The savings fromthese
change orders will be retained in the project and allo-
cated to permt the inclusion of applicable project
alternates and other itens essential to the project
within the revised total project cost.

The J. T. Vaughn Construction Co., Inc. stated inits
proposal that it will have Historically Underutilized
Busi ness participation of 10%for mnority-owned firns
and 5% for wonen-owned firns in the contract.
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The revised total project cost is conprised of the fol-
| om ng cost el enents:

Constructi on Cost - Base Bid and
Alternate Bid Nos. 1, 3, 4, and 7 $11, 329, 402

Fees and Adm ni strative Expenses 931, 416
Furniture and Equi pnment 709, 600
Future Wirk and M scel | aneous

Expenses 150, 130
Proj ect Conti ngency 79, 452
Revi sed Total Project Cost $13, 200, 000

Funding for the project will be fromthe foll ow ng
sour ces:

U T. System Revenue Fi nancing

Syst em Bond Proceeds $10, 000, 000
Auxi liary Enterprise Bal ances

(University Center Fees)

Currently Avail abl e Bal ances 2,185, 000
Addi tional Accunul ati ons
t hrough FY 1996 815, 000

Accrued Interest on Revenue
Fi nanci ng System Bond Pro-
ceeds through FY 1996 200, 000

Revi sed Total Project Cost $13, 200, 000

Approval of this itemanends the FY 1994-1999 Capit al

| nprovenent Plan and the FY 1995 Capital Budget as
detail ed above. The revised total project cost remains
within the limts approved for this project by the Texas
Hi gher Education Coordinating Board in April 1994.

U T. Health Science Center - San Antonio - Health Sci-
ences Building Program - School of Nursing Addition and
Renovation (Project No. 402-823): Award of Construction
Contract to Stoddard Construction Conpany, San Antonio,
Texas; and Approval of Plaque Inscription (Exec. Com
Letter 95-8).--The Executive Commttee recommended and

t he Board:

a. Awar ded a construction contract for the
Heal t h Sci ences Buil di ng Program - School
of Nursing Addition and Renovation proj-
ect at The University of Texas Health Sci -
ence Center at San Antonio to the | owest
responsi bl e bi dder, Stoddard Construction
Conpany, San Antoni o, Texas, for the Base
Bid and Additive Alternate No. 1 in the
amount of $5, 618, 000

b. Approved the inscription set out on
Page 14 for a plaque to be placed on
the building in accordance with the
standard pattern approved by the U T.
Board of Regents in June 1979.
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SCHOOL OF NURSI NG
ADDI TI ON AND RENOVATI ON
1995
BOARD OF REGENTS

Ber nard Rapoport, Chairman WIlliamH Cunni ngham

Ell en C arke Tenpl e, Chancel l or, The University

Vi ce- Chai r man of Texas System
Lowel |l H Lebermann, Jr., John P. Howe, II11l, MD.

Vi ce- Chai r man President, The University
Robert J. Crui kshank of Texas Heal th Sci ence
Thomas O Hi cks Center at San Antonio
Zan W Hol nes, Jr.

Tom Loeffler Gar za/ Bonber ger & Associ at es

Mario E. Ramrez, MD. Project Architect

Martha E. Sm | ey St oddard Constructi on Conpany
Cont ract or

St oddard Construction Conpany stated in its proposal that
it will have H storically Underutilized Business partici-
pation of 12%for mnority-owed firns in the contract.

The total project cost is conprised of the follow ng

el enent s:
General Construction Contract $5, 618, 000
Fees and Adm ni strative Expenses 539, 200
Furniture and Equi pnent 115, 650
Fut ure Work 43, 150
M scel | aneous Expenses 80, 000
Proj ect Conti ngency 104, 000
Total Project Cost $6, 500, 000

Institutional funds will be used as necessary to conplete
the purchase of furniture and equi pnent for this project.

The new addition and interior finish-out included in
Additive Alternate No. 1 wll contain approxi mately

50, 000 gross square feet for student |earning |aboratory
denonstration areas, faculty research space, and faculty
and student conputer expansion.

This project was approved by the Texas Hi gher Education
Coordinating Board in July 1994 and is included in the
FY 1994- 1999 Capital Inprovenent Plan and the FY 1995
Capi tal Budget at a total project cost of $6,500,000 to
be funded with $500,000 fromGfts and Grants and

$6, 000, 000 from Tuiti on Revenue Bond Proceeds as aut ho-
rized by the 73rd Session of the Texas Legislature as
part of the South Texas/Border Initiative.

10. U. T. Health Center - Tyler - Anbulatory Care Center
Addi tion and Renovation (Project No. 801-789): Approval
to I ssue Change Order and |Increase the Construction Con-
tract with Boone & Boone Construction, Inc., Tyler,
Texas; Additional Appropriation Therefor; and Approval
of Plaque Inscription (Exec. Com Letter 95-8).--The
Board, upon recomendati on of the Executive Commttee:

a. Approved the issuance of a change order to
Boone & Boone Construction, Inc., Tyler,
Texas, and increased the general construc-
tion contract for the Anbul atory Care Cen-
ter Addition and Renovation at The
University of Texas Health Center at Tyler
from $9, 505, 700 to $11, 029, 527
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b. Appropriated an additional $1,500,000 from
Educati onal and General Fund Bal ances for
total project funding of $12, 800, 000

C. Approved the inscription set out bel ow for
a plaque to be placed on the building in
accordance wth the standard pattern
approved by the U T. Board of Regents in
June 1979.

AMBULATORY CARE CENTER
1994
BOARD OF REGENTS

Ber nard Rapoport, Chairman Wl liamH Cunni ngham

Ell en C arke Tenpl e, Chancel | or, The University

Vi ce- Chai r man of Texas System
Lowel | H. Lebermann, Jr., George A Hurst, MD.

Vi ce- Chai r man Director, The University
Robert J. Crui kshank of Texas Health Center
Thomas O. Hicks at Tyl er
Zan W Hol nes, Jr.

Tom Loeffler Si mons- Burch-d ark, Inc.

Mario E. Ramrez, MD. Project Architect

Martha E. Sm | ey Boone & Boone Construction, Inc.
Contract or

At the August 1994 neeting, the U T. Board of Regents
authorized an increase in the total project cost of the
Anmbul atory Care Center Addition and Renovation at the

U T. Health Center - Tyler from $11, 300,000 to a cost
not to exceed $12, 800, 000. Representatives of the U T.
Health Center - Tyler and the Ofice of Facilities Plan-
ning and Construction were authorized to negotiate a
change order to the construction contract awarded in
April 1994 to Boone & Boone Construction, Inc., Tyler,
Texas.

The foundation of the construction project underway had
been designed to accommbdate two additional floors, and
a study had denonstrated that it would be financially
viable to construct the two additional floors as shelled
space at this time, resulting in cost savings and mni -
m zing disruption to ongoing activities on | ower floors.

The negoti ati ons have been successful, and it was recom
mended that a change order in the anount of $1,523, 827
be i ssued to Boone & Boone Construction, Inc., thereby

i ncreasing the construction contract from $9, 505, 700 to
$11, 029,527. The revised total project cost will renmain
$12, 800, 000.

This project is included in the FY 1994-1999 Capit al

| nprovenent Plan and the FY 1995 Capital Budget. The

revised total project cost of $12,800,000 was approved
i n August 1994. Funding is $5, 000,000 from Per manent

Uni versity Fund Bond Proceeds, $6, 300,000 from Educa-

tional and General Fund Bal ances, and $1, 500, 000 from
Private Gfts and G ants.

This project was originally approved by the Texas Hi gher

Educati on Coordi nating Board in October 1993, and the
revised project cost approval was in Cctober 1994,
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REPORT AND RECOMVENDATI ONS OF THE BUSI NESS AFFAI RS AND AUDI T
COW TTEE (Pages 16 - 52).--Committee Chairman Loeffler
reported that the Business Affairs and Audit Commttee had
met in open session to consider those matters on its agenda
and to fornul ate recomendations for the U T. Board of
Regents. Unl ess otherw se indicated, the actions set forth
in the Mnute Orders which foll ow were reconmended by the
Busi ness Affairs and Audit Conm ttee and approved in open
session and without objection by the U T. Board of Regents.

Prior to considering the itens before the Business Affairs and
Audit Comm ttee, Chairnman Rapoport reported that Regent
Loeffl er had been reappoi nted to anot her six-year termon the
Board of Regents and noted that the Board | ooked forward to
his conti nued w se counsel in the governance of The University
of Texas System

1. U T. System Approval of Chancellor's Docket No. 80
(Cat al og Change). --Upon reconmendati on of the Business
Affairs and Audit Commttee, the Board approved Chan-
cellor's Docket No. 80 in the formdistributed by the
Executive Secretary. It is attached follow ng Page 242
in the official copies of the Mnutes and is made a part
of the record of this neeting.

It was expressly authorized that any contracts or other
docunents or instrunents approved therein had been or
shal | be executed by the appropriate officials of the
respective institution involved.

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

2. U T. System Approval to Anrend Section Il (Scope of
Gievance Policy) of the Gievance Policy and Proce-
dures.--In order to provide for the processing of any
discrimnation conplaints within the current policy and,
therefore, to assure conpliance with the Americans with
Disabilities Act by providing a grievance procedure for
such conplaints, the Board, upon recommendation of the
Busi ness Affairs and Audit Comm ttee, anended Section |
(Scope of Gievance Policy) of The University of Texas
System Gri evance Policy and Procedures to read as set
forth bel ow

1. SCOPE OF GRIEVANCE POLI CY

Conpl ai nts concerni ng wages, hours of work,
wor ki ng condi ti ons, performance eval uations,
nerit raises, job assignnents, reprinmands, the
interpretation or application of a rule, regu-
| ation or policy, unlawful discrimnation on
any basis, or allegations that the term nation
of a probationary or tenporary enpl oyee or an
hourly or per diem enpl oyee who works on an as
needed basis was for an unlawfully discrim na-
tory reason shall not be processed through the
Di scipline and D sm ssal Appeal Procedure.

Such conplaints will be considered on an infor-
mal basis in order to allow pronpt correction
or explanation of the subject of the conplaint.

This policy, as anended, is set forth inits entirety on
Pages 17 - 18.
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GRI EVANCE POLI CY AND PROCEDURES

PURPOSE

It is the policy of The University of Texas [ Nanme of
Institution] to encourage fair, efficient and equitable
solutions for problens arising out of the enpl oynent
relationship and to neet the requirenents of state and
federal |aw

SCOPE OF GRI EVANCE POLI CY

Conpl ai nts concerni ng wages, hours of work, working
conditions, performance evaluations, nerit raises, job
assignnents, reprinmands, the interpretation or applica-
tion of a rule, regulation or policy, unlawful discrim -
nation on any basis, or allegations that the term nation
of a probationary or tenporary enployee or an hourly or
per di em enpl oyee who works on an as needed basis was for
an unlawfully discrimnatory reason shall not be pro-
cessed through the Discipline and D sm ssal Appeal Proce-
dure. Such conplaints will be considered on an i nformal
basis in order to allow pronpt correction or explanation
of the subject of the conplaint.

1. Probationary, Tenporary, Hourly, and Per D em
Enpl oyees | ncl uded

The conplaint of all enployees (except fac-
ulty*) including probationary and tenporary
enpl oyees and those hourly or per di em enploy-
ees who work on an as needed basis will be
consi dered pursuant to the procedure provided
bel ow.

2. Retal i ati on Prohi bited

No enpl oyee will be penalized, disciplined or
prejudi ced for exercising the right to nmake a
conplaint or for aiding another enployee in the
presentation of that conplaint.

PROCEDURE FOR BRI NG NG A GRI EVANCE

1. The enpl oyee shall informally present the com
plaint to his or her supervisor or admnistra-
tive equivalent for discussion, consideration
and resolution within five (5) working days
fromthe date of the action which is subject of
the conplaint. |If the supervisor is the sub-
ject of the conplaint, the enpl oyee nay address
the conplaint to the appropriate depart nment
head or adm ni strative equival ent.

* This phrase nmay be included by institutions with approved

faculty grievance policies and procedures in conpliance
with the basic paraneters of this policy.
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3.

2. If the conplaint is not satisfactorily resolved by
t he supervisor or admnistrative equivalent within
five (5 working days, the enployee may present the
conplaint in witing within five (5 working days to
the appropriate departnent head or adm nistrative
equi val ent for consideration and action. A witten
decision will be mailed to the enployee within
five (5 working days of receipt of the conplaint.

3. If the enployee is not satisfied with the decision
of the departnent head or adm nistrative equival ent,
a witten appeal stating why the appeal ed deci sion
is incorrect may be made to the appropriate dean,
director or admnistrative equivalent within
five (5 working days of the date of the appeal ed
decision. Wthin ten (10) working days of the date
of the appeal a witten decision will be mailed to
t he enpl oyee.

4, Conpl ai nts not satisfactorily resolved by the dean,
director or admnistrative equival ent may be
appealed in witing to the appropriate vice presi-
dent or adm nistrative equivalent for the enpl oyee's
departnment wthin five (5) working days of the date
of the appeal ed decision. The appeal shall state
why t he appeal ed decision is not correct. Wthin a
reasonable tine, not to exceed thirty (30) days
foll ow ng recei pt of the appeal, a witten decision
shall be mailed to the enployee. This decision is
final.

5. The witten conplaint and all decisions or responses
regardi ng such conplaint shall be a part of the per-
sonnel file of the enpl oyee.

U T. System Approval of Optional Retirenent Program
(ORP) Vendors Effective April 1, 1995.--Wth regard to

t he proposed sel ection of vendors to offer products to
The University of Texas System Optional Retirenent Pro-
gram (ORP) participants, Commttee Chairnman Loeffler made
the foll ow ng statenent:

It has cone to ny attention that one of the

appl i cant conpani es recommended is a client

of ny lawfirm To this point | have not par-

ticipated in the selection process in any way.
Furthernmore, | amrecusing nyself from any

di scussion and determ nation on this issue and

wll not vote on the natter. Please reflect
nmy recusal in the M nutes.

Regent Loeffler then yielded his presiding responsibility
as Commttee Chairman for this itemto Regent Cruikshank
a menber of the Business Affairs and Audit Committee.

Regent Crui kshank reported that a list of the recommended
conpanies to offer products to the U T. System ORP
participants effective April 1, 1995, was before the
Board on yell ow paper. He then called on Chancellor

Cunni nghamto | ead the discussion on this item
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Chancel | or Cunni ngham commented that the procedure to
sel ect proposed vendors for the ORP participants was
handl ed through a very professional and carefully noni-
tored process. He then asked Executive Vice Chancell or
for Business Affairs Burck to brief the Board on the
proposed ORP enhancenent process.

Executive Vice Chancellor Burck reported that all enploy-
ees appointed to a position in public higher education in
Texas for 20 hours per week or nore for 4% nonths or nore
must participate in the Texas Teacher Retirenent Sys-

tem (TRS) or, if eligible, the Optional Retirenent Pro-
gram (ORP).

Unli ke TRS, which has a centralized plan adm ni strati on,
each individual institution or system of higher educa-
tion is responsible for the adm nistration of its ORP,

al t hough the Texas Hi gher Educati on Coordi nating Board
has the |l egislative authority to nonitor the ORP. The
adm nistration of ORP by the U T. Systemis historically
based upon a pronul gation of a series of standards which
a conpany interested in providing ORP service agreed to
satisfy. This approach was [imted to the assurance that
vendors follow the U T. Systemregul ations and state and
federal statutes.

By 1991, there were eighty-eight ORP vendors authorized
to offer fixed and variable annuity and nmutual fund
products to U T. System participants.

The | arge nunber of vendors offering ORP products was the
focus of a statew de audit of ORP practices by the State
Auditor. The audit report rel eased on Cctober 29, 1991,

i ndi cated a nunber of general concerns in the adm nistra-
tion of the ORP, nbst of which were directly applicable
to the U T. Systemis program The findings included the
fol | ow ng:

. An excessi ve nunber of vendors

. A lack of auditing procedures for approved
vendor s

. The absence of a renewal process for ven-
dor agreenents

. The | ack of a requirenent that vendors
provi de product education prograns for
enpl oyees

. The | ack of enployee communi cati ons from

vendors regardi ng product eval uation.

In order to address concerns identified by the State
Audi tor and rising concerns voiced by enpl oyees in the
program the U T. Systeminplenented an ORP enhancenent
process.

An Attorney General Opinion was obtained in Septem

ber 1993 (Tex. Att'y Gen. Op. No. DM 271) regarding the
U T. Board of Regents' general authority to control the
Optional Retirement Program The Attorney CGeneral ruled
t hat governing boards of institutions of higher education
are specifically authorized to structure the ORP for its
eligible faculty and staff nmenbers, to limt the nunber
of vendors, and to scrutinize the quality of their prod-
ucts. Subsequently, the Executive Vice Chancellor for
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Busi ness Affairs appointed an ORP Recommendati on Conmt -

tee to work with the Ofice of Human Resources to create

and publish a Request for Proposal for vendors seeking to
of fer ORP products.

Bi ds were received from55 conpani es and revi ewed by both
the Commttee and Hewitt Associates, Chicago, Illinois, a
firmspecializing in conpensation and benefits issues,
which was retained by the U T. Systemfor this process.
The reconmmended conpani es have been determined to be in
conpliance with the Request for Proposal and will offer
fixed and variabl e annuities and nmutual fund investnent
options for ORP participants.

M. Burck noted that the imedi ate goals of the ORP
enhancenent process incl ude:

. Reduction in the nunber of ORP vendors

. The negotiation of superior rates of
return for fixed annuity products

. A reduction in admnistrative costs
charged, fees, and surrender penalties

. The elimnation of any loads or initial
pur chase charges.

Foll owi ng M. Burck's comments, Chancell or Cunni ngham
introduced M. WIIliam Hi rsch, Supervising Auditor,
Performance Audits Division in the State Auditor's

O fice, who presented a conprehensive report of the ORP
vendor issue which was the subject of the previously
cited statewi de audit of ORP practices by the State
Auditor in 1991. M. Hirsch reenphasi zed that a major
reconmmendation of that report was to encourage a reduc-
tion in the nunber of authorized ORP vendors.

Upon conclusion of M. Hirsch's informative report,
Chancel | or Cunni ngham recogni zed M. Chuck Henpstead,
Executive Director of the Texas Association of College
Teachers, who had been granted perm ssion by Chairnman
Rapoport to appear before the Board on the ORP issue.
M. Henpstead filed the follow ng report:

Good afternoon, M. Chairmn, Regents and
Chancel lor. | am Chuck Henpstead, the
Executive Director of the Texas Associ a-
tion of College Teachers (TACT) and a
graduate of your LBJ School. Thank you
for this opportunity.

TACT has been in existence for nearly

50 years. CGovernor Preston Smth (foll ow
ing in Governor Connally's footsteps) and
Lt. Governor Ben Barnes wanted the Univer-
sity of Texas to becone a world-class
institution by recruiting and retaining
the best faculty available. They arranged
a neeting with Frank Erwin -- a U T.
Regent at that time -- and 30 or 40 TACT
menbers fromaround the state. Fromthat
neeting, the Optional Retirement Program
was born.

Educating faculty nenbers about their

retirenment options has al ways been a
primary m ssion for TACT. For the past
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20 years we have published an annual
report on ORP progranms which includes,
anong ot her things, their recent invest-
ment performance. This report is recog-
ni zed nati onw de and we provi de copies as
a public service to many faculty nenbers
each year who are not TACT nenbers. W
want to work with you to expand its dis-
tribution.

When | was appointed to this position
early last summer and | earned of this ORP
limtation issue, | was disappointed that
organi zed faculty groups such as ours had
not been part of the process. Since then,
| have corresponded and net with you and
many nmenbers of your staff. | have been
treated graciously, particularly by

Dr. Richard Rahr and staff who attended
our Fall Conference to explain this proce-
dure to our | eadership.

Nevert hel ess, our position has not
changed. W oppose limting free nmarket
conpetition and entrance into the nmarket-
pl ace by new conpanies with better offer-
ings for the faculty. Particularly at
this time, when the Legislature is consid-
ering reducing the state contribution to
ORP, we shoul d be reinforcing and enhanc-
ing the personal responsibility of the

i ndividual rather than inferring that

he/ she needs to be protected from

hi nsel f/ hersel f.

Qur conpron se position would be that

you set mnimumaquality criteria such as
those listed in the Request for Proposal,
then work with any conpany that neets

t hose st andards.

My final point is really nore of a ques-
tion. If this proposal is adopted, what
is the procedure if a conpany on the
approved list wants to market an inproved
product after these current ones are
approved? | would hope we don't have to
wait until the four-year review date to
have a |limted nunber of conpetitors com
pet e anong thensel ves for prograns nost
advant ageous to the faculty consumers.

We | ook forward to working with you during
the |l egislative session and in distribut-
ing our Annual ORP Analysis. Like TACT,
you and your staff are interested in nmak-
ing Texas universities the nost attractive
to the best faculty. That is why | urge
you to di sapprove the proposal limting
free choice by ORP consuners of an

i ncreasingly conpetitive, and inproving,
ORP mar ket .
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Foll owi ng a detail ed discussion and upon recommendati on
of the Business Affairs and Audit Conmttee, the Board,
with Regent Loeffler's recusal recorded, approved the
selection of the follow ng vendors to offer products

to the U T. System ORP participants effective

April 1, 1995:

Aetna Life Insurance and Annuity Conpany
Hartford, Connecti cut

Fidelity Investnents Tax- Exenpt Services
Conpany, Boston, Massachusetts

G eat-West Life & Annuity I nsurance Conpany
Engl ewood, Col orado

Metropolitan Life Insurance Conpany
New Yor k, New York

The Pioneer G oup, Inc., Boston, Mssachusetts

Scudder I nvestor Services, |Inc.
Bost on, Massachusetts

Teachers | nsurance and Annuity Associ ati on-
Col | ege Retirenent Equities Fund
New Yor k, New York

Twentieth Century Investors, Inc.
Kansas City, M ssouri

USAA Life I nsurance Conpany
San Antoni o, Texas

The Variable Annuity Life Insurance Conpany
Houst on, Texas

These conpanies wll offer fixed and variable annuities
and nmutual fund investnent options for ORP participants.

Current enployees will have the option of either continu-
ing wth their current vendor or choosing fromthe above
approved vendors.

U T. System Adoption of Arended and Restated First
Suppl enental Resolution to the Master Resolution Estab-
i shing the Revenue Financing System Commerci al Paper
Program Approval to Amend the Guidelines Governing
Adm nistration of the Revenue Financing System and

Aut hori zation for Appropriate Oficials to Execute Docu-
nents Relating Thereto.--In order to fund the construc-
tion cost of projects reflected in The University of
Texas System Capital |nprovenent Plan including the
projects authorized as part of the South Texas/ Border
Initiative, the Board:

a. Adopted an Anended and Restated First
Suppl enental Resolution to the Master
Resol uti on Establishing the Revenue
Fi nanci ng System Commerci al Paper Pro-
gram substantially in the formset out
on Pages 25 - 47 to increase the maxi num
anount of the interimfinancing program
from $150, 000, 000 to $250, 000, 000 and
to allow for book-entry securities
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b. Amended gui deline #8 of the Cuidelines Govern-
ing Adm nistration of the Revenue Fi nancing
Systemto read as set forth bel ow

8. Provi sions for |ssuance of Unenhanced
Vari abl e Rate Notes

Wth regard to procedures relating to
Not es purchased by the Board in the case
of a failed remarketing of Variable Rate
Not es i ssued by the Revenue Fi nancing
System the foll ow ng policies shal

apply:

b. A credit agreenent, as described
in the First Supplenental Reso-
lution to the Master Resol ution,
shal | be obtained should the net
asset value of the Short/Inter-
nmedi ate Term Fund decline to an
amount | ess than $875, 000, 000
and be expected to remain bel ow
t hat anmount for a period of
30 days, the Revenue Fi nancing
Systemw || obtain, within
60 days of notification fromthe
O fice of Asset Managenent, a
substitute note purchase commt-
ment froma third party for an
anmpunt that wll limt the
Short/ I nternmedi ate Term Fund' s
Purchase Commtnent to
$150, 000, 000.

C. Aut hori zed the appropriate officials of the
O fice of Business Affairs and the Ofice of
Asset Managenent to take any and all steps
necessary to carry out the intentions of the
U T. Board of Regents to conplete the trans-
action.

To provide fixed rate financing and stay within the

$250 million Iimt, refunding of comercial paper wll
occur beginning in the summer of 1995 and at |east annu-
ally thereafter upon conpletion of construction of proj-
ects. South Texas/Border Initiative Projects ("Tuition
Revenue Bonds") will be sold to refund commercial paper
and for construction expenditures, as needed, rather than
on a conpleted project schedule. Flexibility is thereby
retained in the programto allow for shifting construc-
tion schedul es and budget |[imtations in the reinburse-
ment of tuition. General revenue rei nbursenent for the
use of tuition for these projects is submtted during the
bi enni al budget process and becones a part of the Appro-
priations Act.

Liquidity for the commercial paper is provided by the

U T. System Short/Internediate Term | nvest nent Fund.
Wth the increase to $250 million of conmercial paper to
be outstanding, the Fund has agreed to increase the
liquidity commtnment with the covenant that if the Fund's
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net asset val ue should decline to an anmount | ess than
$875 million for a period of 30 days, the Revenue

Fi nanci ng System woul d be obligated to obtain a substi -
tute note purchase commtnent froma third party so as
tolimt the Fund's purchase commtnment to $150 mllion.

The Cui delines Governing Adm nistration of the Revenue

Fi nanci ng System as anended, are set forth in their
entirety on Pages 48 - 52.
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AMENDED AND RESTATED HRST SUPPLEMENTAL RESOLUTION TO THE MASTER
RESOLUTION  ESTABLISHING THE REVENUE FINANCING SYSTEM
COMMERCIALPAPERPROGRAM

WHEREAS, on April 12, 1990, the Board adopted a Master Resolution Establishing The University of Texas
System Revenue Financing System, as amended and restated on February 14, 1991 and further amended on October 8, 1993
(referred {0 herein as the “Master Resolution™); and

WHEREAS, unless otherwise defined herein, terms used herein shall have the meaning given in the
Resolution; and '

WHEREAS, the Master Resolution establishes the Revenue Financing System (the "Financing System") comprised
of the ingdtitutions now or hereafter constituting components of The University of Texas System which are designated
"Members" of the Financing System by action of the Board and pledges the Pledged Revenues attributable to each Member
of the Financing System to the payment of Parity Debt to be outstanding under the Master Resolution; and

WHEREAS, the First Supplementd Resolution to the Master Resolution Establishing The University of Texas
System Revenue Financing System was adopted by the Board on April 12, 1990, and amended on October 8, 1993, to
establishaninterimfinancingprogrampurstian t to which the Board has issued its Revenue Financing System Commercia
Paper Notes, Series A to provide interim financing for capital improvements and to finance equipment purchases; and

WHEREAS, the Board deems it necessary to amend and restate the First Supplemental Resolution to increase the
aggregate principal amount of Notes which may be outstanding, to provide for the issuance of Notes in book-entry only form,
and to eliminate provisions no longer necessary and incorporate into one document al of the provisions thereof, and

WHEREAS, the Notes are and shall be issued pursuant to Chapter 55, Texas Education Code, and the Board hereby
finds that the purposes for which it may issue Notes hereunder constitute a “public utility”, as contemplated by Article 7 17q,
Venon's Texas Civil Statutes, as amended; and

WHEREAS, this Amended and Restated First Supplement (this “First Supplement”) amends and restates the First
Supplemental  Resolution;  and

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

ARTICLE |
DEFINITIONS AND CONSTRUCTION OF TERMS

Section 1.01. Definjtions. In addition to the definitions set forth in the preamble of this First Supplement, the terms
used in this First Supplement and not otherwise defined shall have the meanings given in the Master Resolution or in Exhibit
“A” to this First Supplement attached hereto and made a part hereof.

Section 1.02. Construction of Teyms. If appropriate in the context of this First Supplement, words of the singular
number shall be considered to include the phural, words of the plurd number sl be considered to indude the sngular, and
wods of the mesauing feminine, or neuter gender shall be considered to include the other genders.

ARTICLE I
AUTHORZATION OF NOTES

Sedion 201 Gengrdl Authorization. Pursuant to authority confared by and in accordance with the provisions
of the Condtitution and laws of the Sate of Texas paticulaly the Ads Commercial Pgoer Nates shdl be and ae hasby

authorized to be issued in an aggregate prindipal amount nat to exoeed Two Hundred Fafty Million Dallars ($250,000,000)
a any one time Outstanding for the purpose of financing Project Costs of Higible Projects and to refinence, renew, or refund
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Notes, Prior Encumbered Obligations, and Parity Debts, including interest thereon all in accordance with and subject to the
terms, conditions, and limitations contained herein. For purposes of this Section 2.01, any portion of Outstanding Notes to
be paid from money on deposit with the Issuing and Paying Agent and from the available proceeds of Parity Debt or other
obligations of the Board issued on the day of calculation shall not be considered Outstanding. The authority to issue
Commercial Paper Notes from time to time under the provisions of this Supplement shall exist until the Maximum Maturity
Date, regardless of whether at any time prior to the Maximum Maturity Date there are any Commercial Paper Notes
Qutstanding.

Section 2.02. Commercial Paper Notes. Under and pursuant to the authority granted hereby and subject to the
limitations contained herein, Commmercial Paper Notes to be designated "Board of Regents of The University of Texas System
Revenue Financing System Commercial Paper Notes, Series A" are hereby authorized to be issued and sold and delivered
from time to time in such principal amounts as determined by a U.T. System Representative in denominations of $100,000
or in integral multiples of $1,000 in excess thereof, numbered in ascending consecutive numerical order in the order of their
issuance, and shall mature and become due and payable on such dates as a U.T. System Representative shall determine at
the time of sale; provided, however, that no Commercial Paper Note shall (i) mature after the Maximum Maturity Date or
(ii) have a term in excess of 270 calendar days.

Subject to the limitations contained herein Commercid Paper Notes herein authorized shall be dated as of their
date of issuance (the “Note Date') and shall bear no interest or bear interest at such rate or rates per annum or computed
pursuant to such formula and on such basis (but in no event to exceed the Maximum Interest Rate in effect on the date of
1ssuance thereof), as may be determined by a U.T. System Representative. Interest, if any, on Commercial Paper Notes shall
be payable a maturity. Commercid Paper Notes may be payable to bearer, may be issued in registered form, without
coupons, or may be issued in book-entry only form pursuant to Section 2.05(b) as determined by a U.T. System
Representative.  Both principa of and interest on the Commercial Paper Notes shal be payable in lawful money of the
United States of America, without exchange or collection charges to the Holder thereof in the manner provided in the Form
of Commercia Paper Note set forth in Exhibit B to this First Supplement.

Commercial Paper Notes issued hereunder may contain terms and provisions for the redemption or prepayment
thereof prior to maturity, subject to any applicable limitations contained herein, as provided herein or otherwise as shal be
determined by a U.T. System Representative.

Subjectto applicable terms, limitations, and procedures contained herein, the Commercial Paper Notes may be sold
in such manner at public or private sde and a par or a such discount or premium (within the interest rate and yield
restrictions provided herein) as a U.T. System Representative shall approve at the time of the sale thereof.

Section 2.03. Form of Commercial Paper Notes. The Commercial Paper Notes and the Certificate of
Authentication to appear on each of the Commercid Paper Notes shall be substantialy in the form set forth in Exhibit B to
this First Supplement with such appropriate insertions, omissions, substitutions, and other varigtions as are permitted or
required by this First Supplement and may have such |etters, numbers, or other marks of identification (including identifying
numbers ad letters of the Committee 0N Uniform Securities Identification Procedures of the American Bankers Association)
("CUSIP" numbers) and such legends and endorsements thereon as may, consistently herewith, be approvedoy a U.T.
System Representative. Any portion of the text of any Commercial Paper Notes may be set forth on the reverse thereof, with
an appropriate reference thereto on the face of the Commercial Paper Notes. If not issued in book-entry only form, the
Commercial Paper Notes shall be printed, lithographed, or engraved or produced in any other Similar manner, or typewritten,
dl & determined and approved by a U.T. System Representative.

Section 2.04. Execution « Authentication. The Notes shal be executed on behaf of the Board by the Chairman
or Vice Chairman of the Board under its seal reproduced or impressed thereon and attested by the Executive Secretary to
the Board. The signature of said officers on the Notes may be manua or facsmile. Notes bearing the manua or facsmile
signatures of individuals who are or were the proper officers of the Board on the date of passage of this First Suppiement
shdl be deemed to be duly executed on behaf of the Board, notwithstanding that such individuals or ether of them shall
cease to hold such offices at the time of the initid sale and delivery of Notes authorized to be issued hereunder and with
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respect to Notes delivered in subsequent sales, exchanges, and transfers, all as authorized and provided in the Bond
Procedures Act of 1981, Article 717k-6, Vernon's Texas Civil Statutes, as amended.

No Commercia Paper Note shall be entitled to any right or benefit under this First Supplement, or be valid or
obligatory for any purpose, unless there appears on such Commercial Papa Note a certificate of authentication substantially
in the form provided in Exhibit B to this First Supplement, executed by the Issuing and Paying Agent by manual signature,
and such certificate upon any Commereid Paper Note shdl be conclusive evidence, and the only evidence, thgmsuch
Commercial Paper Note has been duly certified or registered and delivered.

section 2.05. Jssuing and Paving Agent and Book-Entrv_Onlv_System.

SUIMg a Agent The Issuing and Paying Agent for the Commercial Paper Notes may be the Board,
ﬁamhonzzdbylaw orthemshtuhondctammedbytthT System Representative, to have submitted the lowest
responsible bid for such services in respomse to requests for proposals. The Board covenants and agrees to keep and
maintain the Registration Books at the office of the Issuing and Paying Agent, all as provided herein and pursuant to such
reasonable rules and regulations as the Issuing and Paying Agent may prescribe. The Board covenants to maintain and
provide an Issuing and Paying Agent at all times while the Commercial Paper Notes are outstanding, which, if it is not acting
in such capacity, shal be a national or state banking association or corporation organized and doing business under the laws
of the United States of America or of any State and authorized under such laws to exercise trust powers. Should a change
in the Issuing and Paying Agent for the Commercial Paper Notes occur after the appointment of the initial Issuance and
Paying Agent by the U.T. System Representative, the Board agrees to promptly cause a written notice thereof to be (i) sent
to each Holder of the Commercial Paper Notes then outstanding by United States mail, first class, postage prepaid and (ii)
published in a financial newspaper or journa of general circulation in The City of New York, New York, once during each
calendar week for at least two calendar weeks; provided however, that the publication of such notice shal not be required
ifnoticeisgiventoeach  Holder in accordance With clause (i) above. Such notice shall give the address of the successor
Paying Agent/Registrar. A successor Issuing and Paying Agent may be appointed without the consent of the Holders.

The Board and the Issuing and Paying Agent may treat the bearer (in the case of Commercid Paper Notes sp
registered) or the Registered Owner of any Commerc jal Paper Note as the absolute owner thereof for the purpose of
recelving payment thereof and for al purposes, and, to the extent permitted by law, the Board and the Issuing and Paying
Agent shall not be affected by any notice or knowledge to the contrary.

A copy of the Registration Books and any change thereto shal be provided to the Board by the Issuing and Paying
Agent, by means of telecommunications equipment or such other means as may be mutually agreesble thereto, within two
Business Days of the opening thereof or any change therein, as the case may be.

(b) Book-Entry Only System. If a U.T. System Representative determines that it is possble and desirable to
provide for a book-entry only system of Commercial Paper Note registration with DTC, such U.T. System Representative,
acting for and on behalf of the Board, is hereby authorized to approve, execute and deliver Letters of Representations to DTC
and to enter into such other agreements and execute such instruments as are necessary to implement such book-entry only
system, such approval to be conclusively evidenced by the execution thereof by said U.T. System Representative. In which
event, beneficial owners of Commercial Paper Notes will not receive physical delivery of C ommercia Paper Note certificates
except as provided hereinafier. For so long as DTC shall continue to serve as securities depository for the Commercial Paper
Notes as provided herein al transfers of beneficia ownership interests therein will be made by book entry only, and no
investor or other party purchasing, selling or otherwise transferring beneficial ownership of the Commercia Paper Notes
is to receive, hold, or deliver any Commercial Paper Note certificate.

With respect to Commercial Paper Notes registered in the name of DTC or its nominee, neither the Board nor the
Issuing and Paying Agent shall have any responsibility or obligation to any DTC Participant or to any person on whose behalf
a DTC Participant holds an interest in the Commercial Paper Notes. Without limiting the immediately preceding sentence,
neither the Board nor the Issuing and Paying Agent shal have any responsibility or obligation with respect to (i) the accuracy
of the records of DTC or any DTC Participant with respect to any ownership inter& in the C ommercial Paper Notes, (ii) the
delivery to any DTC Participant or any other person, other than a registered owner of the Commercial Paper Notes, as shown
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on the Registration Books, of any notice with respect to the Commercial Paper Notes, including any notice of redemption,
and (iii) the payment to any DTC Participant or any other person, other than a registered owner of the Commercial Paper
Notes, as shown in the Registration Books, of any amount with respect to principal of and premium, if any, or interest on
the Commercial Paper Notes.

Whenever, during the term of the Commercial Paper Notes, the beneficial ownership thereof is determined by a
book entry at DTC, the requisssswsis in this First Supplement of holding, registering, delivering, exchanging, or transferring
the Commercial Paper Notes shall be deemed modified to require the sppropriate person or entity to meet the requirements
of DTC as to holding, registering, delivering, exchanging, or transferring the book entry to produce the same effect.

If at any time, DTC ceases to hold the Cimmmmmmial Paper Notes, all references herein to DTC shall be of no further
force or effect.

Whenever the beneficial ownership of the Commercial Paper Notes is determined by a book entry at DTC, delivery
of Commercial Paper Notes for payment at maturity shal be made pursuant to DTC's payment procedures as are in effect
from time to time and the DTC Participants shall transmit payment to beneficial owners whose Commercial  Paper Notes
have matured. The Boerd and each Issuing and Paying Agent, Bank, and Dealer are not responsible for transfer of payment
to the DTC Participants a beneficia owners

dity, Registrati geabiljty. The Commercial Peper Notes shall be and <l
M/edloftheqjdmesem mcndentsdanegd]atiemsmmemuﬂalhela/vsdﬂ‘esaedTe(asardeemmve
‘Holder, in accepting any of the obligations shdl be condusivdy deemed to have agreed thet such obligations gl be ad
have dl of the qudities and inddants of a negatisble instrument under the lavs of the State of Texas

ion Books relating to the registration, payment, and transfer or exchange of the Commerdd Peper Notes
sdl a dl times be kept and maintained by the Boad a the dffice of the Issling and Paying Aget, and the Issling and
Paying Agent sl obtain, record, and maintain in the Regigration Bodks the name and to the extant provided by or on
berdf of the Holder, the address of esch Hoder of the Commedd Papar Notes exogat faCommedd Peper Notes
i to bearer. A copy of the Registration Books shall be provided to and held by the Board in the manner provided
in Section 2.05 hereof. Any Cemmmmercial Paper Note may, in accordance with its terms and the terms hereof, be transferred
o exchanged for Commedd Papa Notes of like tenor and character and of other authorized denominations upon the
Registration Books by the Holder in person or by his duly authorized agent, upon surrender of such Commercial Paper Note
to the Issing and Paying Agat fa cancdlation, accompanied by a written instrument of trandfer or request for exdange
duly executsd by the Holder or by his duly authorized agert, in form satisfactory to the Regidrar.

Upon surrender fa trandfer of any Commercial Paper Note & the designated dffice of the Registrar, the Issuing and
Paying Agent shall register and deliver, in the name of the designated transferee or transferees, one or more new Commercial
Paper Notes executed 00 berdf of, and fumished by, the Board of like tenor and cheredter and of authorized denomunstions
and having the same maurity, bearing interest & the same rate and of a like aggregate prindipd amount as the Commercial
Paper Note or Commerdd Pepar Notes surrendered for trandfer.

Futhemore, Commercial Paper Nates may be exchanged for other Gommerda Paper Notes of like tenor and
character and of authorized denomingions and having the same maturity, bearing the same rate of interes and of like
aggregate prindpel amount as the Commerdd Paper Notes surrendered for exchange, upon surrender of the Commercial
Peper Notes to be exchenged & the designeted office of the Regisrar. Whenever any Commercial Paper Notes are so
surrendered for exchange, the Issuing and Paying Agent shall register and deliver new COmmeardd Peper Notes of like tenor
ad character a5 the Commadd Paper Nates exdhanged, executed on behdf of and fumished by, the Boad to the Hdder

requesting the exchage

The Boad ad the Issling ad Paying Agat mey dharge the Holder a um sufficient tO reimburse them for any
expenses incurred in making arty exchange or transfer after the first such exchange or transfer. The Issuing and Paying Agent
o the Board mey a0 require paymat from the Holder of a sum auffident to cover any tax, feg, or ather governmental
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thatmybcimpcsedinrelation thereto. Such charges and expenses shall be paid before any such new Commercial
Paper Note shadl be delivered.

The Board and the Issuing and Paying Agent shall not be required to transfer or exchange any Commercial Paper
Note selected, caled, or being called for redemption in whole or in part.

New Commercid Paper Notes delivered upon awy tramsfer or exchange shall be veid spedd obligations of the
Board, evidencing the same debt as the Commercial Paper Notes surrendered, ddl be ssored by this Frgt Suppdemat ad
shall be entitled to all of the security and benefits hereof to the same extent as the Commercial Peper Notes surrendered.

The Boad resaves the right to change the ebove registration and trandferchility provisons of the Commercia
Peper Notes & any time on or prior to the delivery thereof in order to comply with gppliceble lavs and regulaions of the
United States in effect at the time of issuance thereof In addition, to the extent that the provisions of this Section conflict
with or ae inconggert with the providons of the Fom of Caomardd Pgpoer Note st forth in Exhibit B, such aher
provisons shdl cortrdl.

Section 2.07. Comn ape Strove . |fanyc ommadd Pga Noe gl
beoomemlmlnted,ﬁchoard,atthecxpmseofdnHolderofsdeanmermd P Nate dhdl execute and the Issling and
Paying Agat sl authenticate and ddiver a newv Nate of like tenor and number in exchenge and aubdtitution for the
Commerdd Pgper Nate so mutileted, but only upon surrender to the Issuing and Paying Agat of the Commadd Peper
Note so mutilaed If atly Commeadd Paper Note sl be lod, destroyed, or golen, evidence of such loss destruction, or
theft may be sbmitted to the Board and the Issing and Paying Agat.  If such evidence be stidadary to them and
indemnity satisfactory to them ddl be gven, the Board, & the expense of the Holder, sl execute and the issuing and
Paying Agent ddl authenticate and ddiver a nevCommeadd Pgoer Nate of like tenor in lieu of and in subditution for the
Commercial Paper Note 50 lost, destroyed, or stolen. [n the event any such Commeadd Pgpar Nate shdl have metured, the
Issuing and Paying Agent instead of issuing a duplicate Commercial Paper Note may pay the same without surender thereof
after making such requirement s it &ems fit for its protection, induding a log instrument bond Nether the Board nor the
Issuing and Paying Agent shall be required to treat both the onginal Commercia Paper Note and any duplicate Commercial
Paper Note as being outstanding for the purpose of determining the principal amount of Commadd Peper Notes which may
be issued hereunder, but both the original and the duplicate Commercid Peper Nate sl be trested &5 one and the same
The Board and the Issuing and Paying Agent may charge the Hdder of such Commercial Paper Note with their reasonable
fees and expenes for such svice

Section 2.08. Sgies A Credit Agreement. The Board resarves the right to enter into a Saies A Credit Ageamat
to provide liquicity far apert or @l of the Cor====cial Pgper Notes to be outstanding under this Frd Supplement. Whenever
the tem “Saies A Credit Agreamant” is used in the FHrd Supplemat, it ddl refer to the agreamant refared to in thus
Section and the term “Advances’ shall men advances under such Agreement

Section 2.09. Promissory_Note The Boad resaves the right to authorize one or more promissory notes to
evidence Advances under the Series A Credit Agreement and such promissory notes shall be on a parity and of equal dignity
with the Commadd Peper Notes

Sadion 210. Note Payment_Fund. There is hardby credted a fund a the Issiing and Paying Agat entitled the
“Revene Fnendng Sysem Commadal Peper Note Payment Fund” (the “Note Payment Fund’). The procssds from the
sde of Paity Debt issued for the purpose of refunding and retiring Notes Outstanding under this Frst Supplement shdl be
peid to the Isaling and Paying Agant fix depast to the aredit of the Nate Payment Fund and used for such pupose  [n
addition, dl amourts required to be ped to the Issuing and Paying Agert for deposit by the Board pursuan t to Section 2.11
shall be pad to the Issiing and Paying Agent for depost to the Note Payment Fund and shall he used to pay principd of,
premium, if any, and interest on Notes a the respective interest payment, maturity or redemption of suich Notes as provided
herein, including the repayment of ay amounts oved with repect to the Promissory Naote in evidence of Advances under
the Saies A Credit Ageamat
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Additionally, all Advances under the Series A Credit Agreement shall be paid to the Issuing and Paying Agent for
the account of the Board and deposited into the Note Payment Fund and used to pay the principal of, premium, if any, and
interest on the Commercial Paper Notes.

Sectkm2.11.

() By adoption of the Master Resolution, the Board has established the Financing System for the purpose of
providing a financing structure for revenue supported indebtedness of the components of The University of Texas System
which are from time to time included as Members of the Financing System  The Master Resolution is intended to establish
a master plan under which revenue supported debt of the Financing System may be incurred. This First Supplement provides
for the authorization, issuance, sde, delivery, form, characteristics, provisions of ‘payment and redemption, and security of
the Notes which are a series of Parity Debt. The Master Resolution is incorporated herein by reference and as such made
a part hereof for all purposes, except to the extent modified and supplemented hereby, and the Notes are hereby declared
to be Parity Debt under the Master Resolution.

(b) The Notes are specid obligations of the Board payeble from and secured solely by the Pledged Revenues

to the Master Resolution and this First Supplement The Pledged Revenues are hereby pledged, subject to the liens
securing the Prior Encumbered Obligations, to the payment of the principal of, premium, if any. and interest on the Notes
asthesameshallbecomedueandpayable. The Board agrees to pay the principal of, premium, if any, and the interest on
the Notes when due, whether by reason of maturity or redemption.

(c) A UT. System Representative shall implement the procedures necessary to make an Advance under the
Saies A Credit Agreement, if in effect, if there is not anticipated to be Pledged Revenues or other lawfully available funds
in an amount sufficient and in ample time to pay the principal of and interest and any premium, if any, on the Commercial
Paper Notes as such principal, interest and premium, respectively, come due, whether by reason of maturity or redemption.
Amounts in the Note Payment Fund attributable to and derived either from Advances under and pursuant to the Series A
Credit Agreement or from amounts provided pursuant t0 Section 4.03(b) shall be used only to pay the principal of, premium,
if any, and interest on the Commercial Paper Notes.

Section 2.12. Cancellation. All Commercial Paper Notes which at maturity are surrendered to the Issuing and
Paying Agent for the collection of the principal and interest thereof or are surrendered for transfer or exchange pursuant to
the provisions hereof or are refunded through an Advance shall, upon payment or issuance of new Commercial Paper Notes,
be cancelled by the Issuing and Paying Agent and forthwith transmitted to the Board, and thereafter the Board shal have
custody of such cancelled Commercia Paper Notes.

Section 2.13. Fiscal and Other Agents. Jn furtherance of the purposes of this First Supplement, the Board may
from time to time appoint and provide for the payment of such additional fiscal, paying, or other agents or trustees as it may
deem necessary Or appropriate in connection with the Notes.

ARTICLE 1l
ISSUANCE AND SALE OF NOTES

Section 3.01. Issuance and Sde of Noteg

(@ All Commercial Papa Notes shal be sold in the manner determined by the U.T. System Representative to be
most economically advantageous to the Board.

(b) The terms of the Commercial Paper Notes shdl be established and they shal be delivered by the Issuing and
Paying Agent in accordance With telephonc, computer, or written instructions of any U.T. System Representative and in the
manner specified beow and in the Issuing and Paying Agent Agreement. To the extent such instructions are not written,
theyshallbe confirmed in writing within 24 hours of the transmission or communication thereof. Sad indructions shall
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specify such principal amounts, dates of issue, maturities, rates of discount or interest, or the formula or method of calculating
interest and the basis upon which it is to be computed, purchase price, and other terms and conditions which are hereby
authorized and permitted to be fixed by any U.T. System Representative at the time of sale of the Commercial Paper Notes.
Such instructions shall also contain provisions representing that all action on the part of the Board necessary for the valid
issuance of the Commercial Paper Notes then to be issued, or the incurring of Advances under the Promissory Note then to
be incurred, has been taken, that all provisions of Texas and federal law: necessary for the valid issuance of such Commercial
Paper Notes with provision for original issue discount and interest exclusion from federal income taxation have been
complied with, and that such Commercial Paper Notes will be valid and enforceable special obligations of the Board
according to their terms, wb]ecttotheexermseof]udlcxaldmcmnmmwoordmwnhgmalpnnclplaofeqmtyand
bankrupicy, insolvency, reorganization, moratorium, and other similar laws affecting creditors' rights heretofore or hereafter
enacted to the extent constitutionally applicable and that, based upon the advice of Bond Counsel, thccamedmgmal issue
discount on the Commercial Paper Notes or stated interest on the Commercial Paper Notes, as the case may be, is, subject
to the conditions set forth in the opinion of Bond Counsel delivered concurrently with the commencement of the issuance
of Commercial Paper Notes, excludable from gross income of the owners thereof for federal income tax purposes. Such
instructions shall also certify that, as of the date of such cettificate:

'6)) the Board has been advised by Bond Counsel that the projects to be financed
or refinanced by the Commercial Papa Notes will congitute Eligible Projects, and,
further, that the proposed issuance will not cause the Board to be in violation of its
covenants Set forth in Section 4.04 hereof;

(1) the requirements of Section 5 of the Master Resolution have been complied
with;

(iii) the principal amount of Comssscial Paper Notes to be Outstanding afier the
proposed issuance;

@iv) after the proposed issuance, the total principal amount of Outstanding
Commercial Paper Notes plus interest accruéed or to accrue thereon for the following
ninety (90) days shall not exceed available funds of the Board to be maintained
pursuant to Section 4.03 plus the “Available Bank Loan Commitment” under the
Saries A Credit Agreement, ifthen in effect;

W) if the Series A Credit Agreement is then in effect, no “Event of Default’
thereunder has occurred and is continuing,

(vi) the Board is in compliance with the covenants set forth in Article IV as of the
date of such instructions; and

(viiy  that the sum of the interest payable on such Commercial Paper Note issued
and Outstanding or in the process of issuance and any discount established for such
Commercial Paper Notes will not exceed a yield (calculated in the manner set forth)
to the maturity date of such Commerc ial Paper Note in excess of the Maximum
Interest Rate in effect on the date of issuance of such Commercial Paper Note.

(c) The Promissory Note shall be delivered to the Bank and thereafter Advances may be made thereunder in
accordance with the terms of the Series A Credit Agreement.

Section 3.02. Proceeds of Sde of Commercid Paper Notes. The proceeds of the sale of any Commercia Paper
Notes (net of all expenses and costs of sale and issuance) shall be applied for any or adl of the following purposes as directed
by a UT. System Representative:

(i) used for the payment and redemption or purchase of Outstanding Commercia
Paper Notes, Parity Debt or Prior Encumbered Obligations at or before maturity and
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the refunding of any Advances (evidenced by the Promissory Note) under the Series A
credit Agreement; or

(i) used for the purpose of financing Project Costs of Eligible Projects.

Section 3.03. [ssuing ap ement. The Issuing and Paying Agent Agreement relating to the
CmmamalPapaNotamhuebyappmwdastoformandcomembyﬂwBoard AU.T. System Representative is hereby
authorized and directed to approve, execute, and deliver to the Issuing and Paying Agent any such changes, additions, or
mxdnuﬂsﬂuﬁoasmaybemyandpmpa‘towryomtbepmposeandmtentoftheBoan‘lmauthmmngthnanst
Supplement. A U.T. System Representative is hereby authorized to enter into any supplemental agreements with the Issuing
and Paying Agent or with any successor Issuing and Paying Agent.

Section 3.04. Daer Degreemémreement by and between the Board and Goldman, Sachs & Co.
Inc. (the “Dedler”) pertaining to the sale, from time to time, of Commercial Paper Notes or the purchase of Commercial
Paper Notes from the Board, all for a fee as set forth in said Dealer Agreement, is hereby approved as to form and content.
A U.T. System Representative iS hereby authorized and directed to approve, execute, and deliver to the Dealer any
instrument evidencing such changes, additions, or amendments to the Desler Agreement as may be necessary and proper
to carry out the purpose and intent of the Board in authorizing this First Supplement A U.T. Systen Representative is
hereby authorized to enter any supplemental agreements with the Dealer or with any successor Dedler.

ARTICLE IV
COVENANTS OF THE BOARD

Section 4.0 Limitation on Jssuance. Unless this First Supplement is amended and modified by the Board in
accordance with the provisions of Section 6.01, the Board covenants that there will not be issued and Outstanding at any time
more than $250,000,000 in principa amount of Commercia Paper Notes. The Board, however, does reserve the right to
increase S9d amount by an amendment to this First Supplement or to issue additional Parity Debt in excess of said amount,
without limitation, by a Supplement duly adopted by the Board.

Section 4.02. Provisions For J jquidity. The Board covenants to maintain available funds plus the Available Bank
Loan Commitment in an amount equal to the total principal amount of Outstanding Commercial Paper Notes plus interest
to accrue thereon for the following ninety (90) days.

Section 4.03. Available Funds,

(a) To the extent Notes cannot be issued to renew or refund Outstanding Notes and Advances cannot be drawn on
the Promissory Notes, if any, the Board shal provide funds or shal in good faith endeavor to sell a sufficient principa
amount of Parity Debt or other obligations of the Board in order to have funds available, together with other moneys available
therefor, to pay the Notes and the interest thereon, or any renewals thereof, as the same shall become due, and other amounts
due under the Series A Credit Agreement

(b) Notwithstanding anything to the contrary contained herein, to the extent that the Dealer cannot sell Commercial
Paper Notes to renew or refund Outstanding Notes on their maturity, the Board covenants to make Advances under the
Promissory Notes, if any, or to use lawfully available funds to purchase Notes issued to renew and refund such maturing
Notes and such payment, issuance, and purchase are not intended to congtitute an extinguishment of the obligation

repmﬁedbysxhnmnrmgNotsmdchoardm?mNotmtomw and refund the Notes held by it when the Dealer
is again able to sall Notes While such Notes are held by the Board they shall bear interest at the prevailing market rate for

dternative taxable investments of similar maturity and credit rating.

Section 4.04. Commercial Paper_Notes to Remain Tax Exempt. (a) The Board covenants (i) to refrain from any
action which would adversely affect, and (ii) to take such action toensure, the treatment of the Notes as obligations described
in section 103 of the Internal Revenue Code of 1986 (the “Code’), the interest on which is not includable in the “gross
income” of the holder for purposes of federal income taxation, In furtherance thereof, the Board covenants as follows:
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) to take any action to assure that no more than ten percent (10%) of the
aggregate proceeds of the Outstanding Notes are used for any "private business use,”
as defined in section 141(b)(6) of the Code or, if more than 10 percent of the proceeds
are so used, that amounts, whether or not received: by the Board, with respect to such
private business use, do not, under the terms of this First Supplement or any
underlying arrangement, directly or indirectly, secure or provide for the payment of
more than 10 percent of the aggregate debt service on the Outstanding notes, in
contravention of section 141(b)(2) of the Code;

(i) to take any action to assure that in the event that the "private business use”
described in subsection (i) hereof exceeds S percent of the aggregate proceeds of the
Outstanding Notes then the amount in excess of 5 percent is used for a "private
business usg’ which is “related” and not “disproportionate,” Within the meaning of
section 141(b)(3) of the Code, to the governmental use;

(iii)  to take any action to assure that no amount which is greater than the lesser
of $5,000,000, or 5 percent of the aggregate proceeds of the Outstanding Notes is
directly or indirectly used to finance loans to persons, other than state or local
governmental units, in contravention of section 14 1 (c) of the Code;

@iv) to refrain from taking any-action which would otherwise result in the Notes
being treated as “private activity bonds" within the meaning of section 14 1 (b) of the
code, and

) to refrain from taking any action that would result in the Notes being
“federally guaranteed® within the meaning of section 149(b) of the Code.

() The Board further covenants that it will execute and deliver to the Issuing and Paying Agent a No-Arbitrage
Certificate in the form agpproved by Bond Counsel in connection with the origind issuance of the Notes, and each issuance
of Notes thereafter to pay Project Costs, and that in connection with any other issuance of Notes, it will execute and deliver
to the Issuing and Paying Agent a confirmation that the facts, €&:mates, circumstances and reasonable expectations contained
therein continue to be accurate as of such issue date. The Board represents and covenants that it will not expend, or permit
to be expended, the proceeds of any Notes in any manner inconsistent with itsreasonable expectations as certified in the
No-Arbitrage Certificates {0 be executed from time to time with respect to the Notes; provided, however, that the Board may
expend Note proceeds in any marmer if the Board first obtains an unqualified opinion of Bond Counsel that such expenditure
will not adversdly affect the exemption from federal income taxation of interest paid on the Notes. The Board represents
that it has not been notified of any listing or proposed listing by the Internal Revenue Service to the effect that it is an issuer
whose arbitrage certifications may not be relied upon. The Board further covenants with the Holders of all Notes at any ume

Outstanding that no use of the proceeds of any of the Notes or any other funds of the Board will be made which will cause
any of such Notes to be “arbitrage bonds’ subject to federa income taxation by virtue of being described in section 148 of

the Code. In paticular, but not by way of limitation, so long as any of the Notes are Outstanding, the Board, with respect

to such proceeds and other funds which may be treated as proceeds, will comply with al requirements of section 148 and
the regulations of the United States Department of the Treasury issued thereunder, to the extent that such regulations are,
a the time, applicable and in effect. In particular, but not by way of limitation, the Board covenants:

)] to pay to the United States of America a least once during each five-year
period (beginning on the date of delivery of the Notes to pay issued Project Costs) an
amount that is a least qual to 90 percent of the “Excess Earnings” within the

meaning of section 148(f) of the Code and to pay to the United States of America, not
later than 60 days after the Notes have been paid in full, 100 percent of the amount

then required to be paid as a result of Excess Earnings under section 148(f) of the
Code; and
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(i1) to maintain such records as will enable the Board to fulfill its responsibilities
under this section and section 148 of the Code and to retain such records for at least
six years following the final payment of principal and interest on the Notes.

(c) It is the understanding of the Board that the covenants contained in this Section 4.04 are intended to assure
compliance with the Cork and any regulations or rulings promulgated by the U.S. Department of the Treasury pursuant
thereto. [n the event that regulations or rulings are hereafter promulgated which modify, or expand provisions of the Code,
as applicable to the Notes, the Board will not be required to comply with any covenant contained herein to the extent that
such failure to comply, in the opinion of nationally-recognized bond counsel, will not adversely affect the exemption from
federal income taxation of interest on the Notes under section 103 of the Code. In the event that regulations or rulings are
hereafter promulgated which impose additional requirements which are applicable to the Notes, the Board agrees to comply
with the additional requirements to the extent necessary, in the opinion of nationally-recognized bond counsel, to preserve
the exemption from federal income taxation of interest on the Notes under section 103 of the Code.

Section 4.05. Opinion of Bond Counsel. The Board shall cause the legal opinion of Bond Counsel as to the validity
of the Notes and as to the exclusion of interest on the Notes from gross income of the owners thereof for federal income tax
purposes to be furnished to any Holder without cost In addition, a copy of said opinion may be printed on each of the
Commercial Paper Notes. In addition, in connection with the annual updating of the Offering Memorandum (as provided
in accordance with Section 6.08 hereof) as required by the Dealer Agreement, there shall be provided an annua updated

opinion of Bond Counsel, at the cost of the Board or the Dealer as agreed to in the Dealer Agreement.

ARTICLE v
AMENDMENTS

section 5.01. Amendment of Supplement.

(@ Amendments Without Consent This First Supplement and the rights and obligations of the Board and of the
ownasofchmstmxﬁnchpmﬁcialPapaNotmmaybemdiﬁedcrmded at any time without notice to or the consent
of any owner of the Commercial Paper Notes or any other Parity Debt, solely for any one or more of the following purposes:

(1) To add to the covenants and agreements of the Board contained in this First
Supplement, other covenants and agreements thereafter to be observed, or to surrender
any right or power reserved to or conferred upon the Hoard in this First Supplement;

(ii) To cure any ambiguity or inconsistency. or to cure or correct any defective
provisions contained in this First Supplement, upon receipt by the Hoard of an opinion
of Bond Counsdl, that the same is needed for such purpose, and will more clearly
express the intent of this First Supplement;

(iii) To supplement the security for the Outstanding Commercial Paper Notes
issued hereunder, replace a provide additiona credit facilities, or change the form of
the Outstanding Commercial Paper Notes or make such other changes in the
provisions hereof, including extending the Maximum Maturity Date, as the Board may
deem necessary or desirable and which shal not, in the judgment of the Board,
materially adversely affect the interests of the owners of the Outstanding Commercial
Paper Notes;

@iv) To make any changes or amendments requested by any bond rating agency
then rating or requested to rate Commercial Paper Notes, as a condition to the
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issuance or maintenance of a rating, which changes or amendments do not, in the
judgment of the Board, materially adversely affect the interests of the owners of the
Outstanding Commercial Paper Notes; or

) To increase the amount of Commercial Paper Notes which may be
Outstanding pursuant to Section 4.01.

(b) Amendments With Consent.  Subject to the other provisions of this First Supplement, the owners of
Outstanding Commervial Paper Notes aggregating at least 51 percent in Outstanding Principal Amount shall have the right
from time to time to approve any amendment, other than amendments destribed in Subsection (8) of this Section, to this First
Supplement which may be deemed necessary or desirable by the Board, provided, however, that nothing herein contained
shall permit or be construed to permit, without the approval of the owners of all of the Outstanding Commercial Paper Notes,
the amendment of the terms and conditions in this First Supplement or in the Commercial Paper Notes so as to:

) Make any change in the maturity of the Outstanding Commercial Paper
Notes;

(ii) Reduce the rate of interest bome by Outstanding Commercial Paper Notes,

(iii) Reduce the amount of the principd payable on Outstanding Commercid
Paper Notes;

@v) Modify the term of payment of principal of Or interest on the Outstanding
Commercia Paper Notes, or impose any conditions with respect to such payment;

W) Affect the rights of the owners of less than all Commercid Paper Notes then
outstanding or

(v) Change the minimum percentage of the Outstanding Principd  Amount of
Commercial Paper Notes necessary for consent to such amendment.

(¢) Notice. If a any time the Board shall desire to amend this First Supplement pursuant to Subsection (b), the
Board shall cause netice of the proposed amendment to be published in a financial newspaper or journa of geuera
circulation in The City of New York, New York, once during each calendar week for at kast two successive caendar 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 the Issuing and Paying Ageut for inspection by al owners of C ommercial Paper Notes issued hereunder.
Such public&m is not required, however, if the Board gives or causes to be given such notice in writing to each owner of
Commercia Paper Notes. A copy of such Notice shall be provided in writing to (i) the Bank a the address shown in the
Liquidity Agreement as the address to which notices to the Bank are to be sent and (ii) to each national rating agency
maintaining a rating on the Commercial Paper Notes.

(d Receipt of Consents. Whenever a any time not less than thirty (30) days, and within one year, from the date
of the first publication of said notice or other service of written notice of the proposed amendment the Board shall receive
an instrument or instruments executed by al of the owners or the owners of at least 51 percent in Outstanding Principal
Amount of the commercial Paper Notes, as appropriate, which instrument Or instruments shall refer to the proposed
amendment described in said notice and which specifically consent to and approve such amendment in substantially the form
of the copy thereof on file as aforesaid, the Board may adopt the amendatory resolution in substantialy the same form.

(e) Effect of Amendments. Upon the adoption by the Board of any resolution to amend this First Supplement

pursuant to the provisons of this Section, this First Supplement shal be deemed to be amended in accordance with the
amendatory resolution, &nd the respective nights, duties, an@ bigations of the Board and all the owners of then Outstanding
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Commercial Paper Notes and all future Commercial Paper Notes shall thereafter be determined, exercised, and enforced
under the Master Resolution and this First Supplement, as amended.

(f) Consent Irrevocable. Any consent given by any owner of Commercial Paper Notes pursuant to the provisions
of this Section shall be irrevocable for a period of six months from the date of the First Supplement publication or other
service of the notice provided for in this. Section, and shall be conclusive and binding upon all future owners of the same
Commercial Paper Notes during such period. Such consent may be revoked at any time after six months from the date of
the first publication of such notice by the owner who gave such consent, or by a successor in title, by filing notice thereof
with the Issuing and Paying Agent and the Board, but such revocation shall not be effective if the owners of at least
51 percent in Outstanding Principal Amount of Commercial Paper Notes prior to the attempted revocation consented to and
approved the amendment.

(8) Ownership. For the purpose of this Section, the ownership and other matters relating to all Commercial Paper
Notes registered as to ownership shall be determined from the registration books kept by the Issuing and Paying Agent
therefor. The fact of the owning of Cewsmsseil Paper Notes issued hereunder not registered as to ownership by any Holder
and the amount and the numbers of such Commercial Paper Notes and the date of the holding of the same may be proved
by the affidavit of the person claiming to be such Holder if such affidavit shall be deemed by the Issuing and Paying Agent
to be satisfactory, or by a certificate executed by any trust company, bank, banker or any other depository, wherever situated,
if such certificate shall be deemed by Issuing and Paying Agent to be satisfactory, showing that at that date therein mentioned
such person had on deposit with such trust company, bank, banker or other depository the Commercial Paper Notes
described i such certificate. The Issuing and Paying Agent may conclusively assume that such ownership continues until
written notice to the contrary is served upon the Issuing and Paying Agent.

(h) Consent of Bank. For so long as the Bank is not in default under the Liquidity Agreement, no amendment to
this First Supplement shall become effective Wwithout the prior written consent of the Bank, which consent shall not be
unreasonably  withheld

ARTICLE VI
MISCELLANEOUS

Section 6.01. First Supplement to Constitute a Contract Equa] Secueityr N consideration of the acceptance of
the Notes by those who shall hold the same from time to time, this First Supplement shall be deemed to be and shdll
constitute a contract between the Board and the Holders from time to time of the Notes and the pledge made in this First
Supplement by the Board and the covenants and agreements set forth in this First Supplement to be ormed by the Board
shall be for the equal and proportionate benefit, security, and protection of al Holders of the Notes, without preference,
priority, or distinction as to security or otherwise of any of the Notes over any of the others by reason of time of issuance,
sde, or maturity thereof or otherwise for any cause whatsoever, except as expressly provided in or permitted by this First
Supplement or, with respect to the Promissory Note, the Series A Credit Agreement.

Section 6.02. Individuals Not Ligble. All covenants, stipulations, obligations, and agreements of the Board con-
tained in this Fii Supplement shdl be deemed to be covenants, stipulations, obligations, and agreements of The University
of Texas System and the Board to the full extent authorized or permitted by the Constitution and laws of the State of Texas.
No covenant, Stipulation, obligation, or agreement herein contained shall be deemed to be a covenant, stipulation, 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 Notes or be subject to any persona ligbility
or accountability by reason of the issuance thereof,

Section 6.03. Additional Actions.

(@) The Chairman of the Board, the Vice Chairman of the Board, the Executive Secretary to the Board, the U.T.
System Representatives, and the other officers, employees, and agents of the Board are hereby authorized and directed, jointly
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and severally, to do any and all things and to execute and deliver any and all docurnents which they may deem necessary or
advisable in order to consummate the issuance, sale, and delivery of the Notes and otherwise to effectuate the purposes of
this First Supplement, the Series A Credit Agreement, the Dealer Agreement, and the Issuing and Paying Agent Agreement.
In addition, the Chairman of the Board, Vice Chairman of the Board Chancellor, Executive Vice Chancellor for Business
Affairs, and the Assistant Vice Chancellor for Finance, and Bond Counsel are hereby authorized to approve, subsequent to
the date of this adoption of this First Supplement, any amendments to the above named documents, and any technical
amendments to this First Supplement as may be required by Fitch, Moody's, or Standard & Poor’s as a condition to the
granting or maintenance of a rating on the Commercial Paper Notes acceptable to a U.T. System Representative.

() A U.T. System Representative shal promptly give written notice to Fitch, Moody's, and Standard & Poor's,
as appropriate, of any changes or amendments to this First Supplement., the Series A Credit Agreement (including the
expiration or termination Of the Series A Credit Agreement), or any other operative document used in connection with the
issuance from time to time of the Notes,

Section 6.04. Severability of Invalid Provisions. If any one or more of the covenants, agreements, or provisions
herein contained shall be held contrary to any express provisions of law or contrary to the policy of express law, though not
expresdy prohibited, or against public policy, or shdl for any reasom whatsoever be held invalid, then such covenants,
agreements, or provisions shal be null and void and shall be deemed separable from the remaining covenants, agreements
or provisions and shall in no way affect the validity of any of the other provisions hereof or of the Notes issued hereunder.

Section 6.05. Payment and Performance on Business Days. Whenever under the terms of this First Supplement
or the Notes, the perf'ance date of any provision hereof or thereof, including the payment of principal of or interest on
the Notes, shall occur on a day other than a Business Day, then the performance thereof including the payment of principal
of and interest on the Notes, need not be made on such day but may be performed or paid, as the case may be, on the next
succeeding Business Day with the same force and effect as if made on the date of performance or payment is scheduled.

Section 6.06. Limitation of Benefits With Respect to the First Supplement. With the exception of the rights or
benefits herein expressly conferred, nothing expressed or contained herein or implied from the provisions of this First
Supplement or the Notes is intended or should be construed to confer upon or give to any person other than the Board, the
Holders, the Issuing and Paying Agent, the Bank, and the Dedler any legal or equitable right, remedy, or clam under or by
reason of or in respect to this First Supplement or any covenant, condition, stipulation, promise, agreement, O provision
herein contained. This First Supplement and al of the covenants, conditions, stipulations, promises, agreements, and
provisions hereof are intended to be and shal be for and inure to the sole and exclusive benefit of the Board, the Holders,
the Issuing and Paying Agent, the Bank, and the Deder as herein and in the Issuing and Paying Agent Agreement, the
Saries A Credit Agreement, and the Deder Agreement provided.

Section 6.07. Approval of Attornev_General. No Notes herein authorized to be issued shal be sold or delivered
by a U.T. System Representative until the Attorney General of the State of Texas shal have approved this First Supplement,
and other agreements and proceedings as may be required in connection therewith, al as is required by the Acts.

Section 6.08. oranatiny, A U.'I” >t xepreseniative is hereby authorized to approve
the form of Offering Memorandum, to be used by the Dealer in the offering of the Commercial Paper Notes, and the use
thereof by the Dedler in connection therewith and to cooperate with the Dealer in periodicaly updating and approving the
Offering  Memorandum.

Section 6.09. Amendment and Restatement. Except to the extent set forth herein, the First Supplemental
Resolution and the Notes issued thereunder are hereby amended and restated, The provisions of the First Supplemental
Resolution relating to the Notes, the agreements and certifications executed and delivered upon the delivery of the Notes,
and all actions taken with respect to the Notes are hereby confirmed. after the receipt of the approval of the Attorney General
of this First Supplement, Commercial Paper Notes may be issued hereunder and the provisions of this First Supplement shall
govern such Commercial Paper Notes and no additiond “Notes’, as therein defined, may be issued under the Firgt
Supplement  Resolution.
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Section 6.10. Notice to Rating Agencies. Notice shall be given to each national rating agency which maintains
a rating on the Commercial Paper Notes of the execution and delivery of the Series A Credit Agreement and any amendment,
substitution or termination of such agreement and of any amendment or substitution of the Dealer Agreement or the Issuing

and Paying Agent Agreement.

Section 6.11. Mhmhebyfanﬂmddﬂamimdthﬂmhofﬂmoﬁmmdmnbcrsofmcwd
was duly and sufficiently notified officially and personally, in advance, of the time, place, and purpose of the Meeting at
which this First Supplement was adopted, and that this First Supplement would be introduced and considered for adoption
at said meeting, that said meeting was open to the public, and public notice of the time, place, and purpose of said meeting
was given, dl as required by Vernon's Ann. Civ. &t Article 6252-17.

PASSED AND ADOPTED, this

ATTEST:

Executive Secretary Chairman

{SEAL)

Exhibit A - Definitions
Exhibit B » Form of Commercial Paper Notes
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EXHIBIT A
DEFINITIONS

As used in this Second Supplement, the terms below defined shall be construed, are used and are intended
to have the following meanings, unless the text hereof specifically indicates otherwise:

“Acts’ means collectively, Article 7 17q, Vernon's Texas Civil Statutes, as amended, and Chapter 55,
Texas Education Code, as amended.

"Advances" means Advances or loans under the Promissory Note to refund C ommercial Paper Notes
pursuant to the Series A Credit Agreement

“U.T. System Representative” means one or more of the following officers or employees of The
University of Texas System, to-wit: the Chancellor, the Executive Vice Chancellor for Business Affairs, the Assistant Vice
Chancellor for Finance, and the Director of Finance, or such other officer or employee of The University of Texas System
authorized by the Board to act as a U.T. 'System Representative.

"Bank" means any lender which becomes a party to the Series A Credit Agreement, or any other financial
ingtitution executing a Credit Agreement.

“Board of Regents", "Board”, or "Issuer” means the Board of Regents of The University of Texas Sygem,
or any successorthereto.

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

“Code” means the Internd Revenue Code of 1986, as amended

"Commercial Paper Note’ means a Note issued pursuant to the provisions of this Master Resolution.
having the terms and characteristics specified in Section 2.02 and in the form described in Exhibit B to this First Supplement

“Costs’ means &l costs and expenses defined &s “project costs’ under the Acts incurred in relation to
Eligible Projects and permitted by law to be paid with the proceeds of the Commercid Paper Notes, including without
limitation design. planning, engineer& and lega costs, acquisition costs of land, interests in land, right of way, and
easements; construction COStS, costs of machinery, equipment, and other capital assets incident and related to the operation,
maintenance, and administration of the Eligible Projects; and financing codts, including interest during construction and
thereafter, underwriter’s discount, and/or legal, financial, and other professional services fees and expenses, and shall include
reimbursement for Costs attributable to Eligible Projects incurred prior to the issuance of any Commercial Paper Notes.

“Deder” means the Deder as defined in Section 3.04.

"DTC" means The Depository Trust Company or any substitute securities depository appointed pursuant
to this First Supplement, or any nominee of either.

“DTC Participant” means a member of, or the participant in, DTC that will act on behaf of a Holder

“Eligible Project” means the acquisition, purchase, construction, improvement, enlargement, and/or
equipping of any property, buildings, structures, activities, services, operations, or other facilities, or any other project,
program or improvement authonized by the laws of the State of Texas for and on behaf of the Financing System or any
Memberthereof.

“Firs Supplement” means this Amended and Restated First Supplementd Resolution to the Master
Resolution

Al
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“Fiscd Year” means the 12-month operational period of The University of Texas System commencing
on September 1 of each year and ending on the following August 31.

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

"Holder" or "Noteholder” means the Registered Owner or any person, firm, association, or corporation
who is in possession of any Commercial Paper Note issued to bearer or in blank.

"Issumg and Paying Agent" and "Registrar” means with respect to the Commercial Paper Notes the agent
appointed pursuant to Section 2.05, or any successor to such agent.

“Master Resolution” means the Master Resolution establishing the Financing System adopted by the
Board on April 12, 1990, and amended and restated on February 14, 1991, and further amended on October 8, 1993.

"Maximum Interest Rate’ means the greater of the maximum net effective interest rate permitted by law
to be pad on obligations issued or incurred by the Board in the exercise of its borrowing powers (prescribed by Article
717k-2, Vernon's Texas Civil Statutes, as amended) on the effective date of the Series A Credit Agreement or such higher
rate as may be allowed as the maximum net effective interest rate permitted by any future law to be paid on obligations issued
or incurred by the Board in the exercise of its borrowing powers.

“Maximum Maturity Date’ means April 1, 2020.

“Moody’s’ means Moody’s Investors Service, Inc. or, if such corporation is dissolved or liquidated or
otherwise Ceases t0 perform securities rating services, such other nationally recognized securities rating agency as may be
designated in writing by the Board

“Note” or “Notes’ means the evidences of indebtedness authorized to be issued and a any time
outstanding  pursuant to this Second Supplement and shal include Commercid Paper Notes or Promissory Notes as

appropriate.

“Note Date” shal have the meaning given in Section 2.10.

“Note Payment Fund” means that fund created pursuant to Section 2.11.

“Paying Agent” see Issuing and Paying Agent

“Promissory Note” shall mean the promissory note issued pursuant to the provisions of this First
Supplement and the Series A Credit Agreement in evidence of Advances made by the Bank to refund any Commercial  Paper

Note, or the interest thereon, having the terms and characteristics contained in the Series A Credit Agreement and issued
in accordance therewith. including any renewas or modifications thereof.

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

“Registration Books” means the books or records relating to the registration, payment, and transfer or
exchange of the Project Notes maintained by the Issuing and Paying Agent pursuanttoSection2.10.

“Series A Credit Agreement” means a Credit Agreement entered into with respect to Commercial  Paper
Notes as authorized by Section 2.08 of this First Supplement.

A2
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*Standard & Poor's” means Standard & Poor's Corporation or, if such corporation is dissolved or
liquidated or otherwise ceases to perform securities rating services, such other nationally recognized securities rating agency
as may be designated in writing by the Board.

December 27, 1994 (RCPAy: 2335.03%\ 1 supres. 1)
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EXHIBIT B
FORM OF COMMERCIAL PAPER NOTES

united states of America
Sae of Texes
BOARD OF REGENTS OF THEUNIVERSITY OF TEXAS SYSTEM
REVENUE FNANCING SYSTEM
COMMERCIAL PAPER NOTE, SERIES A

Note Interest Note

Number Rate* Date s

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

Promises To Pay To The Order of

The Principal Sum Of

Payable At

(the “Issuing and Paying Agent”).

on the Maturity Date, specified above, and to pay interest, if any, on said principal amount, specified above, on said Maturity
Dael, from the aove specified Note Dae to sid Maurity Dae a the per amum Interest Rete specified above (computed
on the bads of actud days eapsed and a 365day or 366-day year, as applicble, unless otherwise st forth in an exhihit

attached to this Note) solely from the sources hereinafter identified and as hereimnafler stated; both principal and interest on
this Commercid Paper Note beng payable in immediaey avaldble lawful money of the United States of America a the

principd  office of the Issiing and Paying Agent, specified above, or its successor. No interest will accrue on the principal
anount hereof dter sid Matwity Date

This Commercial Paper Note is one of an issue of commercial paper notes (the “ Commercial Paper Notes’) which,
together with the below referenced Promissory Note (such Promissory Note and the Commercia Paper Notes being
hereinafter  collectively referred to as the “Notes’), has been duly authorized and issued in accordance with the provisions
of a mader resolution (the Mader Resolution™ and a firs supplementa resolution thereto (the “Supplementa Resolution,”
the provisions of the Master Resolution are incorporated by reference in the Supplemental Resolution and the Master
Resolution ad the Supplementd Resolution shall hereinafter be refered to collectivdy as the “Supplementd Resolution”)
passed by the Board, an agency and political subdivision of the State of Texas, for the purpose of financing Costs of Eligible
Projects (exch a defined in the Supplementd Resolution) and to refinance, renew, and refund the Notes other Paity Deht
and Prior Encumbered Obligations; all in accordance ad in stnct conformity with the provisons of the Conditution and laws
of the State of Texas including but not limited to, Artice 7 17q, Vemon's Texas Civil Statutes, as amended, and Chapter 55,
Texas Education Code, as amended. Capitdized terms used herein and not othewise defined shdl have the meaning given
in the Supplemental Resolution

This Commercial Paper Note, together with the other Notes and other Paity Debt, is payable from and equally
scured by the Pledged Revenues, provided, however, that the lien on and pledge of the Pledged Revenues is junior and
subordinate to the lien and pledge securing the payment of the Prior Encumbered Obligations, dl a futher defined and
described in the Supplemental Resolution. The Notes do not constitute a legal or equitable pledge. charge, lien, or
encumbrance Upon ay property of the Board, except with respect to the Pledged Revenues as described in the Supplemental
Resolution, and the Holder hereof shdl never have the right to demand payment of this obligation from any sources or
properties of the Boad except as described in the Supplementd Resoluion THE NOTES DO NOT CONSTITUTE OR
CREATE A DEBT OR LIABILITY OF THE STATE OF TEXAS, AND NEITHER THE FAITH AND CREDIT NOR
THE TAXING AUTHORITY OF THE STATE OF TEXASISIN ANY MANNER PLEDGED, GIVEN, OR LOANED
TO THE PAYMENT OF THE NOTES.

B-I
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Reference is hereby made to the Supplemental Resolution, copies of which may be obtained upon request to the
Board, and by acceptance of this Commercial Paper Note the Holder hereof hereby assents to all of the terms and provisions
ofthe Supplemental Resolution, including, but not limited to. provisions relaing to definitions of terms; the description of
and the nature of the security for the Notes and the Pledged Revenues; the conditions upon which the Supplemental
Resolution may be amended or supplemented with or without the conseat of the Holders of the Notes; and the right to issue
obligations payeble from and secured by the Pledged Revenues.

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

This Commercial Paper Note hes dl the qudities and inddents of a negatidhle  instrument under the lawvs of the
Sate of Texas

This Commadd Pgpa Note may be regdaad to bearer a to ay desgnded payee Title to any Commerdid
Paper Note registered to bearer shall pass by delivery. If not registered to bearer, this Commercial Psper Note mey be
transferred only on the books of the Board maintained at the designated office of the Issuing and Paying Agent. Upon
surrender hereof a the designated office of the Issling and Paying Agart, this Commercial Pepar Nate may be exchanged
for a like aggregete prindpal amourt of fully registered (Which registration mey be to bearer) Commerde Paper Notes of
authorized denominations of like interest rate and maturity, but only in the manner, and sjet to the limitations, and upon
paymat of the charges provided in the Qupplementd Resdlution and upon surrender and cancdlation of this Commercial
Paper Note.

This Commercial Paper Note shall not be entitied to any benefit under the Supplemantd Resdlution or be valid or
become adligatary fa any pupose until this Commeardd Peper Nate shdl have been autherticated by  the execution by the
Issiing and Paying Agat of the Certificate of Authentication hereon

IN WITNESS WHEREOQF, the Board has authorized and caused this Commercial Paper Note to be executed and
attested on its behalf by the menud a facsimile Sgnatures of the Cheirmen of the Board and the Executive Secretary to the
Board and its official s impressed a a facaimile theredf to be printed hereon

BOARD OF REGENTS OF THE UNIVERITY
OF TEXAS SYSTEM

Chdaman
ATTEST:

Exeotive Secretary
(SEAL)
o Fomua or dtemate method of cdauaing interet may be dtached as an exhibit to this Nate

B-2
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CERTIFICATE OF AUTHENTICATION

This Commercial Paper Note is one of the Commercid Paper Notes delivered pursuant to the within mentioned
Supplemental Resolution.

& Issiing and Paying Agent

By

Countersignature

B-3
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Qui del i nes Governing Adm ni stration of the
Revenue Fi nanci ng System

The purpose of the Revenue Financing Systemis to provide a
Systemm de financing programw th which to finance capital

i nprovenent projects using debt secured by resources other
than the Permanent University Fund. The guiding principle
under | yi ng adm ni stration of the Revenue Financing Systemis
that all ocations of debt proceeds shall be contingent upon a
Board determ nation that a conponent institution can prudently
neet its proportionate share of debt service with its own
financial resources. All decisions including Board actions
shall be prem sed upon the observation of this principle.

Adm ni stration of the Revenue Financing System shall be the
shared responsibility of the Ofice of Asset Managenent,

O fice of Business Affairs, and individual conponent insti-
tutions.

Conmponent institutions are not automatically admtted as
nmenbers of the Revenue Financing System Admttance shal
requi re approval of the Board. All conponent institu-
tions constituting The University of Texas System as of
April 12, 1990, shall be nenbers of the Revenue Fi nanci ng
System

1. Approval of Revenue Fi nancing System | ndebt edness for
CIP Projects

Al'l capital inprovement projects to be funded in
part or in whole with Revenue Fi nanci ng System bond
proceeds nust receive a recommendation for alloca-
tion of debt proceeds fromthe Ofice of Business
Affairs prior to being approved by the Board for
inclusion in the capital budget. Each request for
formal approval fromthe Board of Regents for the
expenditure of funds for architectural or construc-
tion expenses shall be acconpani ed by a recommenda-
tion fromthe Ofice of Business Affairs concerning
the use of Revenue Fi nanci ng System bond proceeds.
Recomendati ons of all ocations of proceeds shall be
given by the Ofice of Business Affairs upon the
conpl etion of a financing eval uati on concl udi ng
that the individual conmponent institution proposing
the project may prudently service its proportionate
share of debt with its own financial resources.

The financing eval uation shall include:

a. Three |l evel s of debt capacity &
repaynent anal ysis:
- project |evel
- conponent | evel
- Systemlevel; with enphasis on nain-
taining or inproving the current debt
rating

b. Fi nanci al Statenent anal ysis:
5-year history
- trend anal ysis
- evaluation of basis for projections

5-year projections

- verification of assunptions
- risk adjustnment of revenues
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C. Sensitivity anal ysis:
- worst, probable and best cases

d. Application of tests:
- debt service coverage
- |l everage

The Board shall determ ne the sequence of funding
and the ternms of Revenue Financing System debt
i ssues.

| ssuance of Revenue Fi nanci ng System Debt

Revenue Fi nancing System debt shall be issued pursu-
ant to a resolution and suppl enents specifying the
terms of each issue.

Subj ect to outstanding debt with overl apping reve-
nue pl edges, Revenue Financing System debt shall be
secured by a first lien on nenber institution reve-
nues and fund bal ances lawfully available to the
Board for paynents of debt service except revenues
and fund bal ances conprising: (a) the Avail able
University Fund, (b) H gher Education Assistance
Funds, (c) State of Texas general revenue fund
appropriations unless specifically appropriated for
debt service, and (d) MS. R D.P. incone; unless and
to the extent specifically pledged with the consent
of a menber institution.

After the establishment of the Revenue Fi nancing
System no additional debt nmay be issued at parity
w th any outstandi ng debt secured in whole or in
part with the pl edged revenues.

Al l ocati on of Debt Proceeds to Menbers

Revenue Fi nanci ng System debt proceeds shall be
advanced to a nenber institution and repaid to the
Board in accordance with a financing agreenent.

Advances shall be nade at the tinme that the Board

i ssues Revenue Financing System debt to fund a nem
ber institution's project. Proceeds shall be held
and invested at the direction of the Ofice of

Busi ness Affairs by the Ofice of Asset Managenent
until disbursed to a nenber institutionin reim
bursenment of project costs or directly to vendors
to pay financing costs. Advances pursuant to each
suppl enent shall be evidenced by a single promssory
note payable to the order of the Board in a princi-
pal anount equal to the aggregate unpaid principa
anount of the advances. Each advance shall bear
interest at a rate equal to that rate paid by the
Board on the Revenue Financing System debt issued
to fund the advances.

Antici pated Paynent Deficit by a Menber

It is the intent of the Board that all debt service
paynments be made on a tinely basis. In any circum
stance where the Board determ nes that a nenber
institution will be unable to satisfy its propor-
tionate share of debt service, the Board nay take
any and all actions, including raising the general
fee wwthout limt at said institution or any other
menber institution.

49



Menber Institution Duties

a.

Each nmenber shall furnish the Ofice of
Busi ness Affairs five-year projections of
its bal ance sheet, statenent of changes
in funds bal ances, and statenent of cur-
rent revenues and expenditures.

Each nmenber in establishing its annual
budget shall provide for the paynent of
its proportionate share of Revenue

Fi nanci ng System debt servi ce.

Each nmenber shall establish and use its
reasonabl e efforts to collect fees and
ot her charges for goods and services in
order to generate revenue sufficient to
nmeet all of its financial obligations.

Each nenber shall nake available its
proportionate share of Revenue Fi nancing
System debt service at such tinme and

pl aces as directed by the Ofice of Busi-
ness Affairs in order to enable the Board
to pay Revenue Fi nancing System debt ser-
Vi ce.

Each nmenber shall not incur additional
debt (including | eases) except as per-
mtted by the Board.

Each nmenber shall informthe Ofice of
Busi ness Affairs of any nmaterial change
inits financial condition which would
have a negative inpact on its five-year
proj ection.

Each nmenber shall annually file a report
with the O fice of Business Affairs on
any auxiliary enterprise project which
shall have materially failed to neet its
original projections and, during the pre-
vious fiscal year, did not produce suffi-
cient revenues, along with dedicated
suppl enental revenues, after all expendi -
tures, based on the originally proposed
met hod of finance, to at |least neet its
required allocation of Revenue Fi nancing
Syst em debt servi ce.

In forecasting revenues and expenditures
in support of an application for the use
of Revenue Fi nancing System proceeds, a
conponent shall be guided by historical
facts and trends. An allocation for
expected future repairs and mai nt enance
shall be included and inflation should
be consi dered where rel evant.

Whenever possible, a good faith effort
shoul d be nade to obtain a portion of
the total capital cost fromprivate
contributions.
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Annual Report of Nonperform ng Projects

The O fice of Business Affairs shall annually submt
to the Board a report of all projects which have
failed to performfinancially as originally approved
by the Board.

Tui ti on Supported Projects

Projects authorized by the U T. Board of Regents to
be funded as provided in Section 55.172 of the Texas
Educati on Code and Chapter 803, Seventy-Third Legis-
| at ure, Regul ar Session, 1993, shall be funded under
t hese Cui delines except for the provisions of Sec-
tion 1 related to project and Menber capacity. The
CGeneral Tuition of each institution shall be allo-
cated to debt service on these projects on a basis
consistent with that institution's relative share

of total U T. Systemtuition, the anobunt of General
Revenue appropriated to that institutionin reim
bursenent thereof, and the provisions of the Texas
Educati on Code.

Provi sions for |Issuance of Unenhanced Vari abl e Rate
Not es

Wth regard to procedures relating to Notes pur-
chased by the Board in the case of a failed
remar keting of Variable Rate Notes issued by the
Revenue Fi nancing System the follow ng policies
shal | apply:

a. The maxi num amount of Notes maturing on
any one busi ness day shall not exceed
$25, 000, 000 unl ess such date shall be
the closing date of a Note refunding
funded with proceeds froma Revenue
Fi nanci ng System bond i ssue covered by
a bond purchase contract.

b. A credit agreenent, as described in the
First Supplenental Resolution to the
Mast er Resol ution, shall be obtained
shoul d the net asset value of the
Short/Internmedi ate Term Fund decline to an
amount | ess than $875, 000, 000 and be
expected to remain bel ow that amount for
a period of 30 days, the Revenue Financ-
ing Systemw ||l obtain, within 60 days
of notification fromthe Ofice of Asset
Managenment, a substitute note purchase
commtnment froma third party for an
anount that will limt the
Short/ I nternmedi ate Term Fund's Purchase
Commi tnent to $150, 000, 000.

C. Fees and charges associated with the use
of a credit agreenent or note purchase
agreenent shall be allocated to Menbers
accessing the use of Variable Rate Notes
and expended for both internal and exter-
nal liquidity support as provided in wit-
ten agreenents.
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Equi prent Pur chases Funded Through t he Revenue
Fi nanci ng System

Equi pnment purchases authorized by the U T. Board of
Regents to be funded through the Revenue Fi nancing
Systemw || be approved in aggregate anount by com
ponent institution at the beginning of each fiscal
year. The m ni num aggregate anmount is $100, 000 per
conponent institution and allows for several snaller
equi pnent purchases to be comnm ngled to achi eve the
m ni mum anount. Each piece of equi pnent nmust have a
useful life of not less than 3 years. The equi pnent
w Il be purchased fromthe vendor by the conponent
institution and Revenue Fi nancing System debt w ||
be issued on the first business day of each Novem
ber, February, My, and August to reinburse the
conponent institution for the equi pnment purchases.
The debt will be anortized each February 15 and
August 15 with full anortization not to exceed seven
years.
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REPORT AND RECOMVENDATI ONS OF THE ACADEM C AFFAI RS COW TTEE
(Pages 53 - 83).--Commttee Chairman Hol nes reported that the
Academ c Affairs Commttee had nmet in open session to consider
those matters on its agenda and to fornul ate recommendati ons
for the U T. Board of Regents. Unless otherw se indicated,
the actions set forth in the Mnute Orders which foll ow were
recommended by the Academ c Affairs Conmttee and approved

i n open session and w thout objection by the U T. Board of
Regent s:

1. U T. Arlington: Approval to Increase the Student
Union Fee Effective with the Fall Senester 1995 (Catal og
Change) . - - Upon recommendati on of the Academic Affairs
Comm ttee, the Board approved an increase in the Student
Uni on Fee at The University of Texas at Arlington froma
maxi nrum of $18. 50 per each summer session to a maxi num
of $19.50 per each sunmmer session to be effective with
the Fall Senester 1995. The maxi mum fee of $39 per
senester during the long termw || not change.

The increase is consistent with the statute authori zing
the fee and is supported by the Student Congress.

The additional revenue will avoid a deficit situation
in the University Center budget and will also allow for
necessary inprovenents to the University Center.

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

2. U T. Arlington: Authorization to Nane the Central
Services Complex as the J. D. Wetsel Services Center
(Regents' Rules and Requl ations, Part One, Chapter VIII,
Section 1, Subsection 1.2, Nami ng of Facilities Oher
Than Buildings).--In accordance with the Regents' Rules
and Regul ations, Part One, Chapter VIII, Section 1,
Subsection 1.2, relating to the namng of facilities
ot her than buil dings, the central services conpl ex at
The University of Texas at Arlington was naned the
J. D. Wetsel Services Center in honor of M. J. Dudley
Wetsel who will be retiring as Vice President for
Busi ness Affairs on March 31, 1995, after 23 years of
di stingui shed service to that institution

3. U T. Austin: Initial Appointnents to Endowed Acadeni c
Positions Effective with the Spring Senester 1995.--The
Board approved the following initial appointnents to
endowed academ c positions at The University of Texas
at Austin effective with the Spring Senester 1995:

a. Dr. Philip W Tucker, Professor in the
Departnent of M crobiology, to the
Mari e Betzner Morrow Centennial Chair
in the Departnment of M crobiology in
the Col |l ege of Natural Sciences

b. Professor Guillernmo F. Margadant, Visit-
ing Professor in the School of Law, to
The Ben H. and Kitty King Powell Chair
i n Business and Conmercial Law in the
School of Law for the Spring Senes-
ter 1995 only
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4.

C. M. Tod WIllianms, Visiting Professor in
the School of Architecture, to the Ruth
Carter Stevenson Regents Chair in the Art
of Architecture in the School of Architec-
ture for the Spring Senester 1995 only.

U T. Austin: Permssion for Dr. George Koznetsky to
Serve on the Board of Directors of the Foundation for the
Nati onal Medal s of Science and Technol ogy [ Regents' Rul es
and Requl ations, Part One, Chapter IIl, Section 13, Sub-
sections 13.(10) and 13.(11)].--Perm ssion was granted
for Dr. George Koznetsky, holder of the J. Marion West
Chair Eneritus for Constructive Capitalismand the

Murray S. Johnson Chair in Economcs, Director of the

| C? Institute at The University of Texas at Austin, and
Executive Associate for Economc Affairs for the U T.
Board of Regents, to serve on the Board of Directors of

t he Foundation for the National Medals of Science and
Technol ogy for a three-year term beginning in 1995 and
ending in 1997. Dr. Koznetsky wll serve on this Board

W t hout conpensati on.

Dr. Koznetsky's service on this Board is of benefit to
the State of Texas, creates no conflict with his position
at U T. Austin or the U T. Board of Regents, and is in
accordance wth approval requirenents for positions of
honor, trust, or profit provided in Chapter 574 of the
Texas Governnent Code and Part One, Chapter 111, Sec-
tion 13, Subsections 13.(10) and 13.(11) of the Regents’
Rul es and Regul ati ons.

U T. Austin: Authorization to Name 107-1nch Tel escope
at McDonal d Gobservatory the Harlan J. Smith Tel escope
(Regents' Rules and Requl ations, Part One, Chapter VIII,
Section 1, Subsection 1.2, Nam ng of Facilities Oher
Than Buil dings).--The 107-inch tel escope at The Uni ver-
sity of Texas at Austin MDonald Cbservatory at Mount
Locke was naned the Harlan J. Smth Tel escope in accor-
dance with the Regents' Rules and Regul ati ons, Part One,
Chapter VIII, Section 1, Subsection 1.2, relating to the
nam ng of facilities other than buil dings.

The nam ng of this telescope is in honor of the |ate

Dr. Harlan J. Smth's outstandi ng dedication and service
to the U T. Austin Departnent of Astronony and MDonal d
bservatory and his key role in the acquisition of this
t el escope.

Concurrent with the action to nane the tel escope in honor
of Dr. Smth, a devel opnent effort wll be initiated to
rai se $500,000 to allow capital inprovenents and nai nte-
nance of the tel escope.
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U T. Austin: Approval of an Agreenent on Shuttle Bus
Service with the Capital Metropolitan Transportation
Authority (Capital Metro), Austin, Texas, Effective for
an Ei ght-Year Period Begi nning Septenber 1, 1995, and
Aut hori zation for the Executive Vice Chancellor for
Academic Affairs to Execute the Agreenent.--The Board,
upon recommendati on of the Academ c Affairs Conmttee:

a. Approved the agreenent regarding shuttle
bus service as set out on Pages 56 - 79
bet ween The University of Texas at Austin
and the Capital Metropolitan Transporta-
tion Authority (Capital Metro), Austin,
Texas

b. Upon concurrence by the Ofice of General
Counsel and the Executive Vice Chancell or
for Business Affairs, authorized the Exec-
utive Vice Chancellor for Acadenm c Affairs
to execute this agreenent on behalf of the
U T. Board of Regents.

Regent Sm | ey abstained fromthis discussion and vote
due to a possible conflict of interest.

Under this agreenent, shuttle bus service will be based
on performance standards and will provide 142,500 annual
revenue hours of shuttle bus service beginning Septem
ber 1, 1995 and endi ng August 31, 2003. Service wll

be provided on a total of thirteen routes, nine radial
routes, three circulator routes, and one inter-canpus
shuttl e/ park-and-ride route serving the J. J. Pickle
Research Canmpus at U. T. Austin.

The rates per service hour are as foll ows:

a. Year One (Septenber 1, 1995 to
August 31, 1996): $27.04

b. Year Two (Septenber 1, 1996 to
August 31, 1997): $28.12

C. Year Three (Septenber 1, 1997 to
August 31, 1998): $29.25

d. Years Four through Ei ght (Septem
ber 1, 1998 to August 31, 2003): WII
be negotiated prior to August 31, 1997,
however, the negotiated paynent w ||
not vary fromthe Consuner Price |ndex
projection published by the United States
Comrerce Departnent by nore than one per-
cent (1% in any given year. (The pro-
posed negotiated rates will be submtted
to the U T. Board of Regents for approval
via the institutional docket prior to
August 31, 1997.)

Paynment for 138,000 hours of service each year of the
agreenent will be fromthe Conpul sory Student Services
Fee and paynent for 4,500 hours of service each year for
the J. J. Pickle Research Canpus will be frominstitu-
tional funds. O the $101. 64 Conpul sory Student Services
Fee paid each senester in FY 1994-95 by all full-tine
students, $39.22 of the fee is allocated to cover shuttle
bus costs.
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This Agreement is made by and between the BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM (“BOARD”), an agency of the State of Texas, on behdf of
its component, The Universty of Texas a Augin, ("UNIVERSITY"), and the CAPITAL
METROPOLITAN TRANSPORTATION AUTHORITY, (“CAPITAL METRO’), a padlitica

subdivision of the State of Texas, crested and exercising its authority in accordance with V.T.C.S.
Article 1118x, acting by and through its duly authorized Generd Manager, or his designee.

WITNESSETH:

WHEREAS, an Agreement was entered into by the BOARD and CAPITAL METRO on
September 1, 1988, for the provision of shuttle bus transportation service by CAPITAL METRO;
and

WHEREAS, the BOARD and CAPITAL METRO have dgnificantly benefited mobility in
Audtin througb the cooperdive provison of shuttle bus transportation service, and

WHEREAS, the BOARD and CAPITAL METRO desre to enter into a long term
commitment to meet the mohility needs of the Universty community to the mutua benefit of
UNIVERSITY and CAPITAL METRO; and

WHEREAS, BOARD and CAPITAL METRO intend to enter into this Agreement in
accordance with the Interlocal Cooperation Act, Article 791 of the Texas Government Code;

NOW THEREFORE, in condderation of the mutuad covenants and promises made by the
parties hereto, it is agreed as follows;

ARTICLE I: SUBJECT OF AGREEMENT

CAPITAL METRO will provide 142500 annud revenue hours of shuttle bus service for
UNIVERSITY, utilizing equipment furnished by CAPITAL METRO, and operated in a manner
consgent with performance standards agreed to herein.

CAPITAL METRO will provide al revenue vehicles required for scheduled service.
CAPITAL METRO will directly or through contract provide required drivers, fud, revenue
vehicle maintenance, dtorage, supervisory and management services, and dl other goods and
services needed to provide the transportation services described herein.

« 56 =



ARTICLE II: TERM OF AGREEMENT

The term of this Agreement shah begin September 1, 1995, and end August 31, 2003.

ARTICLE III: DESCRIPTION OF THE SERVICE
The shuttle bus transportation to be provided under this Agreement is as follows

e A totd of thirteen routes, nine radia routes, three circulator routes and one inter-
canpus shuttle/park-and-ride route (the Pickle Research Campus Shuttle which
comprises gpproximately 4,500 annuad revenue hours of service).

e Approximately 225 days of service per year for atota of 142,500 hours of service. The
142,500 revenue hours of service breaks down to 138,000 revenue hours of radial and
on-campus circulator service and 4,500 annud revenue hours of inter-campus/park-and-
ride service.

e Nine sarvice schedules per year corresponding to regidtration, regular class days and
finals for each of the three semesters (Spring, Summer and Fal).

e Savice hours are generdly from 6:45 am. until 11:30 p.m.
e During Fall and Spring Class days there are 74 pesk buses in the am. hours. At 5:00
p.m. there are gpproximately 53 vehicles in service and at 8:00 p.m. there are 12
vehicles in savice
Exhibit A is a map which summarizes the shuttle bus route structure. Changes in routing
and scheduling will be made from time-to-time in order to better meet the needs of users. These
changes in service Will be made utilizing the service change process described in Article VI.

Specid event sarvice will be limited to officia Universty sponsored academic events (eg.,
freshman orientation, commencement).
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ARTICLE IV: PERFORMANCE OF THE SERVICE

In order to assure the ddivery of transit service in a qudity manner, consstent with the
objectives of UNIVERSITY and CAPITAL METRO, standards of performance have been agreed

to by the parties, as detalled in Exhibit B. Falure of CAPITAL METRO to meet the quantitative
sandards established will result in financid pendlties.

To recave full compensation, CAPITAL METRO is required to meet or exceed the
following standards of performance on a monthly basis

90% of trips operating on-time (an on-time trip is one which departs 0 minutes early and no
more than 5 minutes late).

No more than 5 percent missed trips. A missed trip is one which is-not completed in its
entirety or is more than 15 minutes late.

No more than .12 complaints per 1,000 passengers.
No more than 5.0 vehicle and passenger accidents per 100,000 miles.

A maximum passenger load standard of 150%; 125% for radid routes which operate on I-
35 or MOPAC.

100 percent preventive maintenance inspections completed as scheduled (within 700 miles
of due date).

Failure to meet a performance standard for two or more consecutive months and/or three
months out of any five consecutive months will result in a pendty equa to one percent of the
monthly compensation for each consecutive month missed for each standard. Pendties will be
deducted from the monthly invoice totds for the month in which the pendties were incurred.
Liquidated damages will not be assessed for the above described occurrences if they are judged to
be the result of events which are outsde the control of CAPITAL METRO, as determined by
mutual consent of the parties.

The performance standards specified will be reviewed by UNIVERSITY and CAPITAL
METRO periodicdly throughout the life of the contract and are subject to revison by mutud

consent of UNIVERSITY and CAPITAL METRO. Standards will be reviewed at the end of the
first year, and subsequently, every third year through the end of the contract term.
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ARTI CLEV: VEHI CLES

CAPITAL METRO shah fumish revenue vehicles as required to operae the services
described in this Agreement, as well as any additional services agreed to by mutua consent of the
parties.

All revenue vehides will be equipped with ar-conditioning, whedchair lifts, or other means
of wheelchair access front and rear loading doors, two-way radios, and destination signs.
Vehides will display graphics which reedily identify the service for users while retaining a visud
link to the /Capital Metro system. An adequate number of vehicles will be made available to the
dhuttle bus service to assure a 20% spare ratio, with a 2% tolerance (plus or minus).

Revenue vehicles will be maintained in a qudity manner to assure ddivery of a safe, rdiable
and clean service for the passenger. Peformance standards related to the qudity of vehicle
maintenance are included in Exhibit B.

No commercid advertisng materid will be displayed on the interior or exterior of vehides
used in the provison of service under this Agreement, with the exception of CAPITAL METRO's
logo. Announcements regarding CAPITAL METRO's service may be displayed on the interior of
the vehides. Announcements regardi‘%;/ officd UNIVERSTY events and policies dso may be
displayed, if they are gpproved in advance by the Vice Presdent for Busness Affairs and they
meet uniform Sze reguirements.

ARTICLE VI: CHANGES M1 SERVICE

UNIVERSITY and CAPITAL METRO have cooperatively developed a Five Year Service
Plan which detals joint goads and objectives for the service, specifies performance and service
sandards and describes service development dtrategies which UNIVERSITY and CAPITAL
METRO intend to implement for the overal improvement of the service

CAPITAL METRO will implement an on-?oing data collection and service andyss
program congstent with the Five Year Plan which will provide the bass for annua service change
andyss It is intended that the Five Year Plan will serve as generd guidance to UNIVERSITY
and CAPITAL METRO in evauating possble changes in the shuttle service.  Service changes will
be andyzed in conformance with service standards attached as Exhibit C.

All sarvice change and bus stop requests will be directed to CAPITAL METRO for
evauation. Results of the evauation process will be presented to UNIVERSITY.

Major changes in service, those which impact more than twenty-five percent of the route
gructure ‘or schedule, will be evaluated by CAPITAL METRO and presented to UNIVERSITY
a least one month in advance of any public presentation on the change proposd. A typica
sarvice evauaion schedule is attached as Exhibit D.

Both mgjor and minor changes in service require approval of UNIVERSITY and CAPITAL
METRO. Mgor changes in sarvice will requite solicitation of input from student representatives,
conduct of a formd public hearing and will require action by the Board of Directors of CAPITAL
METRO.



ARTICLE VI: CLASSIFICATION OF PASSENGERS

The trangt sarvice provided herein shdl be available to any person and shah not be
restricted to students of UNIVERSITY.

ARTICLE VIII: CONSIDERATION

For and in congderation of CAPITAL METRO furnishing such buses and shuttle bus service as
set forth above, UNIVERSITY agrees to pay CAPITAL METRO, the sum as specified below:

(a) For Year One (September 1, 1995 to August 31, 1996),
UNIVERSITY shdl pay CAPITAL METRO the sum of $3,853,200.
This amount represents One Hundred Forty-two Thousand Five
Hundred (142,500) annud service hours, as
previoudy described. In addition to the sum stated above,
UNIVERSITY shah dso pay CAPITAL METRO $27.04 Dollars per
service hour for total hours of service which exceed the
annua number of hours required for UNIVERSITY -oriented
routes which are provided by CAPITAL METRO in response to
service changes requested by UNIVERSITY and approved by
UNIVERSITY and CAPITAL METRO pursuant to the provisons of
Article VI of this agreement.

(b) For Year Two (September 1, 1996 to August 3 1, 1997),
UNIVERSITY shal pay CAPITAL METRO the sum of $4,007,328.
This amount represents One Hundred Forty-two Thousand
Five Hundred (142,500) annua service hours, as
previoudy described. In addition to the sum Stated above,
UNIVERSITY shdl dso pay CAPITAL METRO $28.12 Dollars per
sarvice hour for tota hours of service which exceed the
annua number of hours reguired for UNIVERSITY -oriented
routes which are provided by CAPITAL METRO in response to
service changes requested by UNIVERSITY and approved by
UNIVERSITY and CAPITAL METRO pursuant to the provisions of
Article VI of this agreement.

(©) For Year Three (September 1, 1997 to August 31, 1998),
UNIVERSITY shdl pay CAPITAL METRO the sum of $4,167,621.
This amount represents One Hundred Forty-two
Thousand Five Hundred (142,500) annud service hours, as
previoudy described. In addition to the sum stated above,
UNIVERSITY shdl also pay CAPITAL METRO $29.25 Dollars per
service hour for total hours of service which exceed the
annua number of hours required for UNIVERSITY -oriented
routes which are provided by CAPITAL METRO in response to
service changes requested by UNIVERSITY and approved by
UNIVERSITY and CAPITAL METRO pursuant to the provisons of
Article VI of this agreement.
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(d) Payment of UNIVERSITY to CAPITAL METRO for Years Four
through Eight (Saotember 1, 1998 to August 3 1,2003) sl

be negotiated and agreed to by the parties prior to August

31, 1997. However, the negotiated payment to CAPITAL METRO

for Years Four through Right shdl not vary from the

Consumer Price Index (CPI) projection published by the U.S.

Commerce Department, by more than one percent (1%) in any

given yesar.

The yearly payment shall be made by UNIVERSITY to CAPITAL METRO in tweve (12) equd
monthly  indadlments Monthly payments shdl aso include payment of hourly charges for
additiona service hours, if any, as reflected on CAPITAL METRO's itemized statement of
charges for service rendered during the completed hilling period.

Payments shdl be made within ten (10) working days of presentation of a properly itemized
Statement of charges for service rendered during the completed billing period; Billing periods will
be a minimum of one month in length.

Payment by UNIVERSITY to CAPITAL METRO entittes UNIVERSITY sudents with vdid
UNIVERSITY |dentification Cards to service on dl CAPITAL METRO loca, Dillo and express
park-and-ride bus service without additiond charge, by displaying a vaid UNIVERSTY
identification card to the driver

Univergty dudents with a vdid Universty Identification Card who are unable to utilize fixed
route shuttle, local or express park-and-ride service due to a mohility impairment will be entitled
to utilize the Specid Trandgt Service (STS) for a st number of trips per semester without
payment of additiond fare. The number of trips which a student is entitled to per semester will be
cdculated by dividing the student service fee for transportation by the normd STS fae A
maximum of 1,800 trips per semester will be provided under this provison of the agreement. In
order to utilize the Specid Trandt Service (STS) sudents must meet digibility requirements of
the program. This provison will be reviewed by UNIVERSITY and CAPITAL METRO a the
end of the firgt year, and subsequently, every third year through the end of the contract term for
possble revison.

UNIVERSITY and CAPITAL METRO jointly agree to develop and implement an employee trip
reduction program for UNIVERSITY employees during the first year of this agreement. The trip
reduction program will promote a reduction in Single Occupancy Vehicle trips by making
avalable trangt dternatives a an attractive cost in comparison to parking cods.

ARTICLE [IX: INSURANCE AND PERFORMANCE BOND

Should CAPITAL METRO dect to provide the services described in this Agreement
though a third party contractor, CAPITAL METRO shdl require the contractor to maintain & dl
times during the period covered by this Agreement liability and property damage insurance issued
by a company authorized to do business in Texas and approved by UNIVERSITY, with a
minimum combined sngle limit of not less than Fve Million Dollars ($5,000,000) for each
occurrence. Proper certificates of insurance reflecting said insurance coverage in limits not less
than those stated above shdl be furnished to UNIVERSITY.
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CAPITAL METRO shdl aso require the contractor to secure a Performance Bond in the
amount of Three Hundred and Fifty Thousand Dollars ($350,000) to guarantee fathful
performance of its obligations to CAPITAL METRO. Such Performance Bond shall be issued by
a company authorized to do business in the State of Texas and approved by CAPITAL METRO
and UNIVERSITY.

Should CAPITAL METRO €ect to provide the services described in the Agreement
directly, CAPITAL METRO shall mantan a dl times during the period covered by this
Agreement liability and property damage coverage as defined in Exhibit E. Capitd Metro a its
option may provide this insurance coverage through a sdf-insurance program or pool.

ARTICLE X: MAINTENANCE OF RECORDS

CAPITAL METRO agrees to maintain records or documentation that shal reflect the
folowing: @ The number of buses operated on any given day, b) The number of revenue trips
operated, ¢) the number of hours operated by each bus on each route or schedule, d) the number
of passenger complaints received, €) the number of vehicle and passenger accidents, f) the number
of roadcdls, g) the edtimated percentage of trips operating on schedule (within the O-5 minute
window as compared to the scheduled time of d ure), (h) information regarding preventive
maintenance activity, (i) vehicle load information and any other additiona information CAPITAL
METRO may eect to include in such records. Reports summarizing this informetion shal be
provided monthly to the UNIVERSITY in conjunction with the monthly invoice. Reports shdl be
made available to the Presdent’s Shuttle Bus Committee upon request.

UNIVERSITY shdl have complete access to such records and documentation a any and dl
reasonable times during the business day for the purpose of examination, and may a its own
expense, cause an audit to be made of CAPITAL METRO's records or docume ntation, as same
pertains to service provided under this Agreement. CAPITAL METRO agrees to cooperate with
the properly designated UNIVERSITY officid charged with inspecting and auditing said records
and documentation.

ARTICLE XI: LEGALITY OF CONTRACT

The operation by CAPITAL METRO under this Contract shdl be performed in compliance
with all the applicable ordinances of the City of Audtin, laws of the State of Texas and the United
States. This Contract shal be binding on the parties hereto,
their successors and assigns. CAPITAL, METRO may not assign this Contract without prior
written consent of UNIVERSITY and BOARD. This Contract shah be construed and performed
in accordance with the laws of the State of Texas and any action arisng hereunder shdl be
brought in the court of competent jurisdiction in Travis County, Texas.
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ARTICLE XII: INDEMNIFICATION AND HOLD HARMLESS

CAPITAL METRO shdl, to the extent permitted under the Conditution and laws of the
State of Texas and subject to the limits of the Texas Tort Clams Act, indemnify and hold
harmless BOARD, UNIVERSITY, Ther Regents, officers, employees and agents from and
agang any clams, demands or causes of action whatsoever, caused by, arisng out of, or resulting
from any act or omisson by CAPITAL METRO or it contractor, or their agents, officers or
employess, including any daims, demands or causes of action arisng m favor of any person or
entity resulting from the acts or omissons of CAPITAL METRO or its contractor, officers,
agents, representatives or employees.

ARTICLE XIl1: CANCELLATION

If CAPITAL METRO is in default under any term of this Agreement then UNIVERSITY shdl
give CAPITAL METRO written notice of such default and CAPITAL METRO shdl have ninety
(90) days in which to cure such default, and the faillure of CAPITAL METRO to cure any such
default within ninety (90) days after written notice of same by UNIVERSITY shdl give BOARD
the right to cancedl this contract immediately.

ARTICLE XI1V: NOTICE

Any notices to be given hereunder by ether party to the other may be effected either by
persond ddivery in writing or by mail, registered or certified, postage prepaid with return receipt
requested. Mailed notices shall be addressed to the ies as they appear below, but each paQ/
may change his address by written notice in accordance with this paragraph. Notices ddiver
persondly shal be deemed communicated a the time of actud receipt; mailed notices shah be
deemed delivered, whether actudly received or not, forty-eight (48) hours after depost in a
regularly maintained receptacle for United States mail.

Whenever written notice is required by any of the provisions of this Agreement the notice shah be
given by CAPITAL METRO 'to:

Vice Presdent for Business Affairs
The Universty of Texas & Audin
P.O. Box 8179
Austin, Texas 78713-8179

or by the UNIVERSITY to:
Genera Manager
Capitd Metro

2910 East 5th Street
Audtin, Texas 78702
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ARTICLE XV: SUSPENSION

Either party may suspend this Agreement at any time because of war, declaration of a state of
national emergency, acts of God or public enemy, drike, work stoppage or dow down, or other
cause beyond the control of such party, by giving the other party written notice of suspenson and

the reason for same. UNIVERSITY shah be obligated only to pay for services actualy provided
under this Agreement.

Payments to be made and services to be rendered under this Agreement shah not become
due during a period of suspenson. BOARD may secure the services herein contemplated from
another source during the period in which CAPITAL METRO suspends performance under this
Agreement.

ARTICLE XVI: ENTIRE AGREEMENT

This ingrument and attachments contain the entire agreement between the parties and
supersede any prior understanding or written or ord agreements between parties respecting the
within subject matter. Any ora representations or modifications concerning this insrument shal
be of no force or effect unless reduced to writing and signed by the parties.

ARTICLE XVII: LEGAL CONSTRUCTION

In case any one or more of the provisons contained in this Agreement shal for any reason
be held to be invdid, illegd, or unenforcegble in any respect, such invdidity, illegdity. or
unenforceability shal not affect any other provison thereof and this Agreement shal be construed
as if such invdid, illegd, or unenforcegble provison had never been contained herein.
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ARTICLE XVHI: EFFECT| VEDATE
This Agreement shdl be effective September 1, 1995.

IN WITNESS WHEREOF, the parties hereto have caused their duly authorized
representatives to execute this Agreement.

ATTEST: CAPITAL METROPOLITAN TRANSPORTATION
AUTHORITY
By:
Secretary Chairperson, Board of Directors
ATTEST: BOARD OF REGENTS OF THE UNIVERSITY

OF TEXAS SYSTEM

By:
Executive Secretary ExeAc#ti_ve Vice Chancellor for Academic
ars

CONTENT APPROVED:

By:
Vice Presdent for Budness Affars
Universty of Texas & Audin

FORM APPROVED:

By

" Office of Generd Counsd
Universty of Texas System

- 65 =




— UT Shuttle
— Highway

Students
1to25

26 to loo
e 101to 250
a 251 to 500

@ 500 to 850

-

/

Capital Metro Planning Department

University of Texas at Audtin
Student Population

Geographic  Information System

v 3191ux3



EXHIBIT B
PERFORMANCE STANDARDS AND PENALTIES

Qverview:

In an effort to stimulate and encourage a high quality of service, various performance
standards along with financial penalties for non-attainment, have been established as
part of this Agreement.

Penalties for non-attainment of performance standards will be calculated on a monthly
basis and deducted from the monthly invoice for the same month in which the penalties
were assessed.

Information will be provided by CAPITAL METRO to the UNIVERSITY regarding
performance experience for each monthly period. UNIVERSITY has the right to review
and inspect the process utilized in the development of performance statistics.

The specific performance targets identified will be jointly reviewed by CAPITAL METRO
and UNIVERSITY at the end of the first year of the contract and every third year
thereafter throughout the term of the Agreement. Adjustments will be made upon
mutual consent of the parties to the Agreement.

On-Time Performance

It is the goal of UNIVERSITY and CAPITAL METRO that buses shall depart from end-
of-line time points no later than five minutes after their scheduled time and shall not

leave any time point prior to their scheduled departure time.

The performance standard will require that at least 90 percent of all departures from
published timepoints meet the aforementioned criteria.

Missed Trios

It is the goal of UNIVERSITY and CAPITAL METRO that, at minimum, 99.5% of all
scheduled trips are completed on a daily basis. In the event of an in-service
breakdown, driver's absence or other service related problem, CAPITAL METRO will
provide adequate means to dispatch vehicles in such a fashion as to not miss
subsequently scheduled trips. Any trip operating fifteen or more minutes behind its
scheduled time shall be considered a “missed trip”.

Complain&

The performance standard for passenger complaints tracks the number of complaints
received per thousand boardings. The performance target established under the
Agreement is .12 complaints per 1,000 boardings.
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Accidents

The performance standard for accident is based upon the recorded number of
passenger and vehicle accidents per 100,000 miles. This standard is intended to
encourage safe operation of revenue vehicles which will result in a safer transit system
for passengers, operators, pedestrians and the general public. For this Agreement a

performance standard of 5.0 vehicle and/or passenger accidents per 100,000 miles has
been established.

Vehicle | gads

The vehicle load standard specifies the maximum acceptable average vehicle load for a
particular type of service. Where the vehicle load standard is regularly exceeded,
additional service should be providsd to bnng passenger loads back within the standard
range. The vehicle load standard established for this Agreement is 150% of seated
capacity for radial route in local service and campus circulators (a higher standard may
be appropriate if vehicles are reconfigured for more standees). Standing loads should
be limited to no greater than 125% of seated capacity on routes which operate in
express mode (for example, along I-35 or MOPAC).

, ,

Preventive maintenance is an important factor in providing a mechanically reliable
transit service. Preventive maintenance schedules require each vehicle to be brought
in for PM inspections at specific mileage intervals. Failure to meet the PM schedule will
contribute to in-service breakdowns. The preventive maintenance performance
standard calls for 100% of preventive maintenance inspections to be completed as
scheduled (within 700 miles of the due date).
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Exhibit C
Technicalk Memorandum (Revised October 26, 1993)

Recommended Service Standards
for the
UT SHUTTLE

The following service standards are based on existing Capital Metro service standards, peer
review of service standards for large university trangt systems, and trangt industry standards for
sysems of less than 100 vehicles. Standards are suggested in three categories as follows:
Route and Sevice Desgn Standards

Service Qudity Standards
Route Peformance Standards

The following dandards are recommended for use in operations planning and ongoing service
and route performance evauaion for the UT Shuttle system.

Route and Service Design Standards
Route and service design standards focus on the structure of the UT Shuttle system.

Bus Stop Spacing and Location

Industry standards normally specify minimum and/or maximum bus stop spacings ranging from
one block to over one mile for different types of bus service and for service areas with different
population dendties. Bus stop spacing requirements generdly represent attempts to baance the
concerns for passenger convenience or accesshility and vehicle operating Speed.

Currently, bus stop spacing variesalong UT Shuttle routes based upon the type of route. For
local radial routes (i.e., RR, ER, IF, LA), bus stops are spaced approximately each 1/3 mile.
Commuter radid routes (i.e, SR, CR, FW, NR, PV) reflect bus stop spacing on average every
1/5 mile along the collector portion of each route in student residential areas. Bus stops are
placed on average every 1/4 mile dong circulator routes near campus (i.e, WC, 40, EC).

The exiging bus stop spacing on radia routes of 1/5 to 1/3 mile reduces vehicle operating speed
by requiring numerous stops per mile. A bus stop every 1/2 mile would provide adequate
coverage and still provide walking access for passengers within 1/4 mile (from the midpoint
between stops). However, the UT Shuttle passenger trip demand per stop may warrant more
frequent bus stops to distribute passenger loading. The existing bus stop locations should be
evaluated to reduce the number of bus stops, with consideration for passenger loading patterns.
For example, bus stops with less than 50 boardings and/or alightings per day should be
congdered for dimination, if another dtop is available within 1/4 mile waking distance.

The bus stop spacing standards on circulator routes appear appropriate for the UT Shuttle system
and are not recommended for change.
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Route Diredtness

Sandads for route dredness nomdly atempt to goply limitdions thet are eqressed in tams
o minutes of addtiond travd tune miles of additiond route length, percantage increese in travd
ime o as the rdio bawemn tatd route lengh and automobile travd didance betwean temind
ponts Often dandards compare auto didance or travd time to trangt didance or travd time for
the same trip.

The purpose of radial routes operated for the UT Shuttle is to minimize the travel time for
dudats beween thar reddences ad dases This requires the mod diret route to meximize
efficiency intravel time. The standard for the UT Shuttle should be to provide direct service
which requires no gregter then 125% o the comparable travd time by auto, induding parking
and wdking to campus

Span_of Savice

Span of service for the UT Shuttleis from 6:45 am. to11:30 p.m. on weekdays. This service
goan is bessd on dass hours with conddaraion for dudent adtivity in the evenings The dandard
is for the UT Shuttle to oparae duing hours ealy enough to ddiver dudents to campus prior
to the first dass paiod in the moming ad lae enough to accommodde dudet adtivities in the
evening. The dandad for goen of savice on weskdays shoud reman flexible Savice should
continue to be monitored to evdude produdtivity and cod-effedivenes

The gpen of savice is reduced during periods for regdraion and exans Sudents often  request
longer hours during final exams to accommodate later study habits. Consideration should be
gven to extendng UT Shutle savices duing find exams for dudats who use campus libraries
after 11:30 p.m.

Sunday service for the UT Shuttleis being provided on a demonstration basis during the Fall
1993 from 200 pm. until midnight. This savice and the savice goen shoud be monitored to
evdude ood-efedtiveness

Recovery Time

Recovay time dandards foous on the proportion of tatd vehide hours or totd ra/e'ue_mus of
operation. Included in total vehicle hours are vehicle hours not spent in revenue savice, such
& opgao layovas ad desdheed milesge

The terminology for the UT Shuttle system is slightly modified. The private provider who
contracts with Capital Metro to operate the UT Shuttle is not paid for deadhead (the time
required to drive from the garage to the fird insavice timegpaint and from the ledt insavice
timepaint to the garage). Tatd vehide hours for the UT Shuitle rdfe to the sum of the hours
in adud savice carying pessngas (runing time) plus layoves for sthedule recovary, plus
diver bresks In the cae of the UT Shuile refaence is often made to “savice hours’ which
rfers to the number of hous of savice contracted between the Univarsty of Texes and Caoitd
Mero (138000 awmudly). Savice hous ae equd to vehide hous and indude ruming time
layovers for schedue recovary, and diver bregks
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Industry standards for recovery time (layovers for schedule recovery and driver breaks) vary
consderably depending upon route structure, route length, and running speed. For systems of
less than 100 pesk vehicles, recovery time standards are either expressed in minutes per trip (2-5
minutes); per hour (5 minutes); or as a percentage of tota running time (10%).

Schedules for the UT Shuttle reflect recovery time equal to 17% of totd service hours. This high
percentage of recovery time reduces cost-effectiveness. For most routes, there is a 3 minute
layover for schedule recovery each round trip at the UT campus, representing 13% of total
sarvice hours. In addition, 10 minute breaks are scheduled for each driver mid-shift (i.e, after
2 hours on shift), representing 4% of service hours. Driver breaks often occur mid-route. For
atypical weekday during the fall term in 1992, atotal of 96 service hours were required for
schedule recovery and an additiond 30 hours were required for driver bresks.

Layover for schedule recovery is necessary to adjust for in-service variationsin travel time,
traffic congestion, passenger loads, and whedlchair boardings. Three minutes every round trip
dso provides adquate opportunity for convenience bresks for drivers. Thirteen percent of UT
Shuttle service hours are dedicated to layovers for schedule recovery. A sandard for recovery
time is typicaly 10% of totd service hours. However, UT Shuttle routes are characterized by
very frequent, short round trips. Recovery time of 3 minutes per round trip is reasonable but will
result in a higher than “typical” percentage of service hours. In order to achieve more cost-
effective service, tota recovery time should by reduced to approach more closely a god of 10%
of totd service hours. Adjustments should be made in phases over the next 3 to 5 years.

Additional driver breaks after just two hoursin service are cost ineffective, create schedule
inefficiencies, and ae disuptive to passengers. As schedules are currently cut, driver breaks
occur a periods when passenger trip demand peaks. The reduction in service to provide every
driver a break should be prohibited. The layover for schedule recovery each round trip should
be sufficient time for driver bresks. However, if the contractor elects to provide driver breaks
mid-shift, then relief drivers should continue the runs to insure the highest quality of service.

Route Lenath

This service standard focuses on the appropriate length of bus routes either in terms of actud
digance or travel time. Most dandards for systems of 100 buses or less place limitations on
route length in terms of travel time per trip (one-way or round trip) that reflect the system’s
headway requirements and/or timed-transfer policy.

The total round trip travel time for UT Shuttle routes varies from 14 minutes to 40 minutes. Due
to the nature of the UT Shuttle service, a standard for the length of aradial route should be
measured in travel time: no route length should require more than 60 minutes travel time per
round trip, including layover for schedule recovery. Standards for route length and round trip
travel time will help to recycle buses for more frequent trips and higher passenger trip capacity.

Student residential concentrations are moving to suburban areas; however, UT Shuttle route
lengths must be limited in order to control trangt travel time. Express service should be made
avallable for students, faculty and dtaff traveling from suburban residentiadl areas to park and ride
facilities for access to UT Shuttle routes.
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Route Duplication

A savice sandard for route duplication is basically concerned with the extent to which different
routes in a system are permitted to operate on the same dtreet, thus overlapping ridership markets
and savice The standards that have been developed control duplication by specifying a
maximum percentage of total route iength that can be duplicated or by placing an upper limit on
the number of route miles that can be duplicated.

For the UT Shuttle system, there is essentidly no duplication of service on radia routes due to
the rquirements for digtribution of the limited resources available. For the circulator routes there
is some overlap of service but this generally due to constraints on access to campus Streets.

A limited number of UT Shuttle routes are duplicaied by Capitd Metro fixed routes. The amount
of duplication is nomind. In most cases, the UT Shuttle routes and the Capital Metro-fixed
routes deviate after a duplicated route segment to serve different target markets. Only the
Intramura  Fidlds and Route 5-Woodrow reflect sgnificant route duplication. Both routes run
dong Spesdway from W. 45t to near the UT campus Becaure of the vay high dasty of UT
dudet resdences dong Spesdway, this duplication of savicss may be waranted.

Becaue of the unique nature of the UT Shuitle savice drudure duplication of savice is not a
prodem and a dandad of pafomance is not necessaty.

Route Sructure

The focus of this citaion is to &t dandads for the extent to which the sysem utilizes such
routing tedhniques as branching, tumtbacks and temind looping on individud trunk lines. The
dandads ganadly dtempt to limit the amount of oneway loops and tumbacks on routes

The standard for the UT Shuttle should beto maximize woway savice on radd roues ad
fadlitate acoess to savice for dudents living beyond waking ddance from campus One way
loops should be acceptable only on the collector end of commuter routes, and then only to
maximize savice covaege in dudat reddatid aess Circuldor route drucure should  continue
to focus on conveniet access to campus buildings and fadlities

Savice conogats which reflet evaving dandards for route drudure indude providng  more
express s|vice on radd commuter routes in growth aress, offeing paking for Sudents dong
the cdledtor end of exidging radid commuter routes providing UT Shule pak and ride savice
in sububen aess ad promaing paking dwutles from remote paking fadliies ner campus

The UT Shuttle cannot meet all student, faculty and staff transit trip rquirements with the
limited resources avaldde Some aess can ad ae bang covared by Captd Mero fixed route
bus savice as evidenced. by the current ue of Capitd Mero savicss by UT dudats The use
of Capital Metro bus service by UT students, faculty and staff is acceptable as long as these
opportuniies complemat the UT Shuttle route drudure and ae ood efedtive
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Service Quality Standards

Service qudity dtandards focus on the qudity and quantity of bus service deivered by the UT
Shuttle  system.

Vehide Loads

Industry standards specify maximum acceptable average vehicle loads that are normally based
on the time period and thetype of serviceinvolved. The lowest permissible load factors are
generdly provided for express services while higher loads exceeding 100% are permitted on locd
routes during pesk periods. The highest load factors are permitted on short-haul services such
as dhuttles and circulators where loads exceeding 150% are acceptable.

Currently, there is no standard for acceptable load limits for the UT Shuttle, except standing
passengers must stay behind the “white line” at all times. The highest |oad factors exceeding
150% are acceptable on radid routes in loca service and campus circulators. However, danding
loads should be limited, preferably to no greater than 125% of seated capacity, on routes which
operate at Speeds greater than 35 mph in express service (for example, dong [-35 and Mo-Pat).

Vehicle Headwavs

Vehicde headways for the UT Shuttle are driven by passenger trip demand. The peer review of
similar systems shows that experience is the best method for determining adequate vehicle
headways for a university shuttle service. There are techniques which are being used by Capita
Metro to decrease vehicle headways and improve service rdliability. For example, one scheduling
technique is to dispatch a “ghost” bus to follow a scheduled bus to pick up excess passenger trip
demand. The University and Capital Metro have provided for a supplemental budget which
dlows for unscheduled service to be added in the “pesk of the peak” to decrease headways.

Span of service is dso a function of service frequency. Frequent trips should be sustained during
periods of high passenger trip demand. Boarding and alighting data should be analyzed to
determine the appropriate span of service for different levels of service frequency. Headways
should not be lengthened before periods of afternoon peak requirements. Adjustments in
scheduled headways and service span should be incorporated in schedule revisons over the next
3 to 5 years, with the god of cost-effective service in mind.

The standard for the UT Shuttle after 6:00 p.m. is to operate 1 bus per route. Headways are set
by the round trip travel time required for each bus to “recycle’ on each route. This service
dandard appears  adequate.

Schedule  Adherence

Standards regulating schedule adherence and on-time performance normally define on-time
arivas as a certain number of minutes before and after the scheduled arival time. That number
isgenerally inthe+ or- 5 minutes range and most standards require that a certain percentage
of arivas (or departures) must fal within the range. The current contract for operation of the
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UT Shuttle requires that 90% of the trips operate on-time, i.e. 0 minutes early to 5 minutes late,
from the scheduled time for departure from campus or the end of line.

The goal of 90% trips operating within ¢ minutes early to 5 minutes late of scheduled time is
appropriate for the UT Shuttle system. However, on-time performance should be adhered to a
dl time points

Schedule running times between timepoints should be evaluated to establish reasonable
expectations for on-time performance at timepoints along each UT Shuttle route. Schedules
should be cut to reflect reasonabl e speeds in each route segment. Current schedul es may set
unreasonable speeds between timepoints adong some routes. Consderation should be given to
adjusting running times for some route segments during different times of the day, to reflect
traffic conditions and experience. Current scheduled running times are generdly the same for
each segment of each trip throughout the day.

Accessibility/Route Spacin

Standards for route spacing are generally based upon an areds resdentid or employment density,
distance from an activity center, and the type of trangt services aready in operation or planned
for the area. These spacing requirements frequently stipulate that a Specific percentage of an
area’ s residents should be within 1/4 mile or 1/2 mile of atransit route. Capital Metro has
edtablished as a god tha 85% to 95% of resdents and employment locations be within 1/4 mile
of trandt service.

This transit standard is not applicable to the unique UT Shuttle service. A recommended
dgandard is for UT Shuttle service to be avalable to 85% of student resdences. This standard
could be further defined to provide campus circulator service to 35% of student residences, radia
routes (loca or express) to 35% of student residences, and (new) park and ride opportunities to
15% of student residences.

Shelter  Placement

Shelters are placed dong the collector portion of trandit routes to provide waiting passengers with
an aea for comfortable seating and protection from the elements. The Capitd Metro standard
for placement of a sheter is a bus stop with more than 50 daly boardings.

The standard for placement of shelters dong UT Shuttle routes should take into consideration the
high frequency of service (passenger waiting time is short) and the number of days of service Per
year (shuttle service operates only on UT class days). Therefore, shelters are recommended for
placement a& UT Shuttle stops where dally boardings exceed 100 students.



Passenger and Operator Safety

The standards for safety establish performance objectives that should not exceed a certain number
of passenger accidents per 1,000,000 boardings and number of vehicle accidents per 100,000
vehicle miles. For systems with less than 100 pesk vehicles, generally the standard is expressed
a no more than 3 preventable vehicle accidents per 100,000 vehicle miles.

The UT Shuttle system currently enforces a standard for the contract provider of no more than
5.6 passenger and/or vehicle accidents per 100,000 vehicle miles. The standard for the UT
Shuttle includes passenger and vehicle accidents and includes preventable and non-preventable
accidents. Therefore, 5.6 accidents per 100,000 vehicle miles is an acceptable standard compared
to the industry. In the future, Capital Metro may fmd it advantageous to consider two standards
in order to distinguish between passenger safety and vehicle safety.

Vehicle Availability

The dandards that are utilized to evauete vehicle avalability require thet a specific number or
percentage of operating vehicles must be maintained as a ready reserve fleet to insure that
scheduled runs will never be missed due to an unavalability of buses. For sysems with less than
100 pesk vehicles, standards require that spare vehicle ratios of 10% to 20% must be maintained.
Federd Trandt Adminidration (FTA) guiddines dipulate a maximum spare ratio standard of
20% of peak hour vehicle requirements.

Currently the UT Shuttle contract provider operates with a 20% spare ratio which is in keeping
with the FTA recommended god. No change to this spare ratio level is recommended.

Missed Trips

Standards specify that a maximum of 0% to 10% of scheduled ‘trips can be missed due to vehicle
or driver shortages and mechanical fallures. The current UT Shuttle operating contract alows
0.5% of scheduled trips to be missed due to driver shortages and mechanical failures. This
dandard is high compared to industry experience. No change in this standard is recommended,
however, another measure of mechanica reliability of service is the number of miles between
mechanical roadcalls. The current UT Shuttle experience is less than 2,000 miles between
roadcalls. In order to improve service quaity, a standard for miles between roadcals should be
established. An appropriate goal isto improve mechanical reliability to achieve no less than
3,000 miles between roadcalls (about 4 mechanica roadcals per weekday). Over 3 to 5 years,
the standard should be raised to no less than 4,000 miles between roadcdls (about 3 mechanica
roadcalls per day). A mechanical roadcall is any loss of time in passenger service due to a
mechanica falure of any component of the bus.

Passenger  Complaints

Standards for passenger complaints track the number of complaints received per driver, day,
month or per thousand boardings. Currently, the UT Shuttle standard is no more than .25
complaints per 1,000 boardings. This is an acceptable standard for monitoring passenger
satisfaction.




Route Leve Performance Standards

The development of economic and productivity measures to monitor and evaluate service
performance is a centrd eement in efforts amed a increasing trangt patronage and improving
the cost effectiveness of service delivery. The recommended approach for the UT Shuttle service
is to use transit service input, output and consumption data to measure service quality by
standards of cost -efficiency, service effectiveness and cost effectiveness.

Cost  Efficiency

Cost efficiency indicators show how well service resource input factors such as labor, equipment
and facilities are used to generate service products such as vehicle hours and miles of service.
The following cost efficiency measures are recommended for monitoring by route and by service
type for the UT Shuttle system:

' Cost per service hour
Cog per vehide mile

Industry standards indicate that most systems aso measure cost per vehicle hour, however this
measurement is not necessary for the UT Shuttle system because Capitd Metro does not pay the
contract operator for deadhead hours of operation. It is important, however, for Capitd Metro
to measure non-productive time spent in layovers for schedule recovery and driver breaks.
Currently 17% of service hours are spent in non-productive time with 13% in layovers for
schedule recovery and 4% in operator bresks. The goa should be tha non-productive time totd
no more than 10% of service hours.

Service  Effectiveness

Service effectiveness indicators measure the consumption of service products such as vehicle
hours and miles of service. The following service effectiveness measures are recommended for
monitoring by route and by service type for the UT Shuttle system:

' Passenger trips per service hour (radid)
: Passenger trips per trip (circulaor)
Passenger trips per vehicle mile

Cos Effectiveness

Cost effectiveness indicators evauate service resources as they relate to consumption factors such
as passenger trips, passenger trip miles and operating revenue. The following cost effectiveness
measures are recommended for monitoring by route and by service type for the UT Shuittle
system:

' Cost per passenger trip

Revenue per passenger trip (University of Texas)
Subsidy per passenger trip (Capitd Metro)
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The measurement of cost per passenger trip is the direct cost of operations, i.e. the cost for the
contract provider to operaie the UT Shuttle Revenue per passenger trip is the amount pad by
the University of Texas to Capitd Metro from student fees. Capitd Metro's current revenue to
cogt raio is approximately 65%. The subsidy per passenger trip is that amount Capitd Metro
must pay to the contract provider, over and above the revenue provided by the Universty.

The subsdy paid by Capitd Metro is not limited to the 35% of the direct cost of operaions.
Capital Metro also must provide for inspection and heavy repair of buses assigned to the UT
Shuttle, administrative costs for oversight of the UT Shuttle, depreciation of the capita cost (locd
share 20%) of the buses, and loss of revenue for UT students who ride Capitd Metro fixed route
sarvices without fare.

Performance  Indicators

Route level performance standards serve as guideposts to monitor economic and productivity
indicators. The god is to continudly push forward UT Shuttle performance measures to reflect
improved cost efficiency, service effectiveness, and cost effectiveness.

Performance indicators should be reported for the UT Shuttle at least three times per year for the
fal, spring and summer sessions. Indicators should be tracked by route. Performance evaluation

should include route to route comparisons for the UT Shuttle and average comparisons to
comparable Capitd Metro routes (i.e, radid trunk, park and ride, and flyer routes). Trends in
savice should be monitored for each UT Shuttle route to evauate performance over time.



Exhibit D

U.T. SHUTTLE = SERVICE ANALYSIS PROCRSS

TI N
1) Detail data collection and analysis Cct ober / Novenber
2) Data Analysis to U T. Admnistration Decenber 1
3) Devel opnent of Service Change Dee- Feb
Reconmendat i on8
o surveys of students
o neeting's with Shuttle driver8
4) Internal Review of Recommendations February 15
5) UT. Administration Review March 1
6) Board Review April 15
7) Dissemnation of Public Information April 1 = 15
8) Public neeting8 on canpus April 20 = 30
9) UT. Admnistration Decision May 15
10) Board Decision May 30

Dialogue with the Admnistration and the Shuttle Bus Committee
regarding the focus of analysis for the Fall Senmester would
begin in Decenber when ridership data is conveyed.

SERVI CE_CHANGE ANALYSIS

The service change analysis conpleted during the Decenber to
February time period would include the followng types of
activities.

0 Assess relative route performance based on common
service standards such as passenger8 per vehicle hour
and passengers per trip. Adjust service levels to
reflect route performance.

0 Assess trends in ridership by route. Identify source of
significant ridership change8 and respond appropriately.
0 Identify early norning and |late evening trip8 which have

mninmal ridership and may be candidate8 for elimnation.

0 ldentify periods of reduced ridership during which
service frequency could be adjusted.

0 | dentify variances between actual and schedul ed runtimes
for possible adjustnent.

0 Revi ew maxi mum |oads and capacity report8 to identify
the need for increased service |evels.

0 Review registration and final8 schedule in detail to
identify service level requirenents.

0 Eval uate passenger surveys, snge_stions and conpl aint8

0 Assess adequacy of coverage relative to origins and
desti nations.
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Exhibit E

Certificate of Coverage @1; Y

This is to certify that contracts of coverage listed below have been issued to the listed member and are in effect at

this time. Notwithstanding any requirsrcanss ferms Of conditions Of any contracts or other documents with
respect to which this certificate may be issued or may pertain, the coverage afforded by the contracts described
herein is subject t0 all the terms, exclusions and additions of such contracts. Coverage is continuous until

cancelled.
Contract Number: 2910

Member: Capital Metro Transportation Auth. Company Texas Municipal League

Attm: Lynda Jackson
2910 East 5th Street
Austin, TX 78702

Affording Intergovernmental Risk Pool
Coverage: 211 East 7th Street. Suite 300
Austin, Texas 78701
(800) 537-6655 or Fax (512) 404-3404

-GENERAL LIABILITY

Limits of Liability $
Sudden Events

Involving Pollution .8
Annual Aggregate . 8
Deductible Per Occurrence :  §

1,000,000 Each Occurrence

1,000,000 Each Occurrence
2,000,000 Effective Date : 10/01/94

LAW ENFORCEMENT LIABILITY -

NONE Anniversary D ate : 10/01/95

Each Occurrence

Limits of Liability .
Annual Aggregate . 1 Effective Date
Deductible Per Occurrence : § Anniversary Date

| ERRORS AND. OMISSIONS LIABILITY. . .- ;
Limits of Liability . $ Each Claim
Annud Aggregate . 8 Effective Date
Deductible Per Claim S Anniversary Date
DESCRIPTION

Cancdlation: Should any of the above described coverages be cancelled before the expiratiion date thereof, the
Issuing company will endeavor to mail dagd€ written notice to the certificate holder, but falure to mal such
notice shal impose no obligation or liability of any kind upon the company.

Date Issued:  October 4, 1994

Authorized  Representative:

Texas Municipal League Intergovernmental Risk Pool

Yes No
Addl Insured X

X102

11/15/93
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7.

U T. El Paso: Approval to Increase the Conpul sory Stu-
dent Services Fee Effective with the Fall Senester 1995
(Catalog Change).--In order to maintain the quality and
availability of essential services for students, the
Board approved an increase in the Conpul sory Student
Services Fee at The University of Texas at El Paso from
$10. 70 per senester credit hour with a nmaxi num fee of
$128. 40 per senester or sumer session to $11.50 per
senmester credit hour with a maxi num fee of $138 per
senester or sumer session to be effective with the Fal
Senester 1995.

This fee increase of 7.5% was endorsed by a student fee
advi sory conmttee at U T. El Paso.

The next appropriate catal og published at U T. El Paso
will be anended to conformto this action.

U T. El Paso: Authorization to Establish a Doctor of
Education (Ed.D.) Degree in Educational Leadership and
Adm nistration and to Subnit the Degree Programto the
Coordi nating Board for Approval (Catalog Change). --Autho-
rization was granted to establish a Doctor of Education
(Ed.D.) degree in Educational Leadership and Adm nistra-
tion at The University of Texas at El Paso and to submt
t he proposal to the Texas Hi gher Educati on Coordi nating
Board for review and appropriate action. The Ed.D.
degree is consistent with U T. El Paso's approved Table
of Programs and institutional plans for offering quality
degree prograns to neet student needs.

The Doctor of Education degree in Educational Leadership
and Adm nistration, which will be adm nistered by the
Depart ment of Educational Leadership and Foundati ons,

w Il be based on a professional studies nodel which

i ntegrates academ c preparation with skill devel opnent
needed in professional practice. G aduates will be pre-
pared to hold high-level positions in school districts
and ot her educational entities. The integrated curricu-
| um consists of a required first semester residency for
each student cohort, plus at |east one additional senes-
ter of residency. It also includes required and el ective
courses, a clinical internship in a nulticultural educa-
tional |eadership setting, a | anguage proficiency

requi renent, and a dissertation.

Central to the curriculumis the internship in which
students integrate their academ c course work with
required skills of daily professional practice. The
programw || draw extensively on the El Paso community
and the United States/Mexico border area as a | aboratory
for anal yzing policies, organizations, and conmunities
in the context of the educational needs of its citizens.
To work in this bilingual/bicultural |aboratory, doctoral
students will be required to denonstrate proficiency in
bot h English and Spani sh before advanci ng to candi dacy.
A m ni mum of 60 senester credit hours beyond the master's
degree, including a 30 senester credit hour core and a
six senester credit hour internship, will be required.

The University anticipates enrolling 10-12 new students
each year. Wth sone students enrolling part-tinme, an
average of 27 students is expected to be enrolled in the
program for any given year.
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The five faculty nenbers of the Departnent of Educationa
Leadershi p and Foundations, plus four faculty nmenbers of
ot her departnents, constitute the initial programfac-
ulty. By reallocating teaching work | oad, these faculty
menbers will provide the primary support for the program
Two additional faculty will be recruited using South
Texas/ Border Initiative appropriations for start-up
funding. For this program there are no requirenents

for significant resources other than faculty. An addi-
tional 27 doctoral students will place sone nodest denmand
on library and conputing resources, but this demand is
expected to be absorbed within the overall franmework of
the University's devel opnent.

Upon Coordi nati ng Board approval, the next appropriate
catal og published at U T. El Paso wll be anmended to
reflect this action.

U T. El Paso: Establishnent of a Doctor of Phil oso-
phy (Ph.D.) Degree in Environnental Science and Engi -
neering and Authorization to Submt the Degree Program
to the Coordinating Board for Approval (Catalog
Change) . - - Upon reconmmendati on of the Academ c Affairs
Comm ttee, the Board established a Doctor of Phil oso-
phy (Ph.D.) degree in Environnental Science and Engi neer -
ing at The University of Texas at El Paso and authorized
subm ssion of the proposal to the Texas Hi gher Education
Coordi nating Board for review and appropriate action.
The degree programis consistent with U T. El Paso's
approved Table of Prograns and institutional plans for
offering quality degree progranms to neet student needs.

The Ph.D. degree in Environnmental Science and Engi neering
wi |l be adm nistered through the Center for Environnental
Resource Managenent, an interdisciplinary center report-
ing to the Associate Vice President for Research and

G aduate Studies at U T. El Paso. An Environnental Sci -
ence and Engi neering Program Committee made up of fifteen
"core" faculty nenbers with significant environnental

sci ence and engi neeri ng experi ence has been established.
At |east 24 additional faculty will participate in the
program

The programis designed for individuals with an environ-
mental ly-rel ated master's degree in engineering or the
natural sciences. Candidates will conplete at |east

60 senester credit hours beyond the master's degree

i ncl udi ng course work providing in-depth treatnment of
current technol ogies for environnental protection and
remedi ati on and fundanental concepts in environnental

bi ol ogy, ecol ogy, geol ogy, and chem stry. Environnental
policy, law, and ethics in the social and political
context of environnental issues will also be enphasized.
A doctoral dissertation which presents an original,
advanced- | evel investigation of a significant problem
in environnental science and engineering is required.

Because the University already has a strong interdisci-
plinary research program based in the Center for Environ-
ment al Resource Managenent, the additional costs of

devel oping this programare nodest. No new facilities or
| aboratory equi pment will be required and no additions to
the library budget are considered essential. Through
real l ocation of teaching work |oads, the current faculty
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10.

can offer all required courses. The University antici-
pates adding 1.5 full-time equivalent positions to facil -
itate the reassignnent of existing work |oads. This

addi tional staffing can be acconplished through a com

bi nati on of external contract and grant funding, South
Texas/ Border Initiative funding, and increased fornul a
funding which will eventually result fromenrollnment in

t he program

Upon approval by the Coordinating Board, the next appro-
priate catalog published at U T. El Paso will be anended
to conformto this action.

U. T. Pan Anerican: Approval of Increases in Residence
Hal| Room Rates Effective with the Fall Senester 1995
(Catalog Change).--In order to cover recent building

i nprovenents and increased operating costs, the Board
approved increases in Residence Hall roomrates at The
University of Texas - Pan Anerican effective with the
Fall Senmester 1995 as set out bel ow

1995- 96
Rat es
Room Rat es Per Senest er
Room ( Doubl e Qccupancy) $ 700.00
Private Room (Single
Cccupancy) 1, 070. 00
Sout h W ngs (Doubl e
Cccupancy) 770. 00
South Wngs (Single
Cccupancy) 1,174.00
Room Rat es Per Summer Sessi on
Room ( Doubl e Gccupancy) 280. 00
Sout h W ngs (Doubl e
Cccupancy) 308. 00
South Wngs (Single
Cccupancy) 470. 00
Dai |y Room Rate (Regul ar
Senmester or Sumrer Session)
Room ( Doubl e Gccupancy) 10. 00
Private Room (Single
Cccupancy) 15. 00
Sout h W ngs (Doubl e
Cccupancy) 14. 00
South Wngs (Single
Cccupancy) 20. 00

The next appropriate catal og published at U T. Pan
Anmerican will be anended to reflect this action.
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11. U. T. Perman Basin: Authorization to Increase the
Conpul sory Student Services Fee Effective with the Fal
Senester 1995 (Catal og Change).--The Acadenic Affairs
Comm ttee recomended and the Board approved an increase
in the Conmpul sory Student Services Fee at The University
of Texas of the Perm an Basin from $11.50 per senester
credit hour with a maxi num fee of $138 per senester or
sumer session to $12.50 per senester credit hour with a
maxi nrum f ee of $150 per senester or sumrer session effec-
tive with the Fall Senester 1995.

The fee increase was endorsed by the Student Services Fee
Advi sory Commttee at U T. Perm an Basin in accordance
Wi th statutory requirenents.

The increased revenue fromthe fee will provide support
for devel opnment of a nodest intercollegiate athletics
programat U T. Perm an Basin. The programw || create
an athletic departnment and include teans for wonen's
vol | eybal |l and tennis and nen's soccer. U. T. Perm an
Basin has applied for nenbership in the National Asso-
ciation of Intercollegiate Athletics (NAIA) as an inde-
pendent participant. Prelimnary plans call for NAIA
conference conpetition to begin in Fall 1995 for wonen's
vol I eybal |, Fall 1996 for nen's soccer, and Fall 1997
for wonen's tennis.

It was ordered that the next appropriate catal og pub-

lished at U T. Perm an Basin be anended to reflect this
action.
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REPORT AND RECOMVENDATI ONS OF THE HEALTH AFFAI RS COW TTEE
(Pages 84 - 92).--Commttee Chairman Ram rez reported that
the Health Affairs Commttee had net in open session to
consider those matters on its agenda and to fornulate recom
mendations for the U T. Board of Regents. Unless otherw se
i ndi cated, the actions set forth in the Mnute Orders which
foll ow were recommended by the Health Affairs Commttee and
approved in open session and w thout objection by the U T.
Board of Regents.

Prior to considering the itens before the Health Affairs Com
mttee, Commttee Chairman Ram rez nmade the foll ow ng state-
ment :

Thank you, Chairman Rapoport, for your excell ent

| eadership of this Board. The past six years are
unequal to anything that | have been associ ated
with before. 1 would also |ike to thank the
Chancel | or, Executive Vice Chancellors, presidents
of the conponent institutions, and all staff con-

cerned. | want to thank all the nenbers of this
Board and add ny congratul ations to Tom Loeffl er
on his reappointnent to this Board. | would like

to congratul ate Governor Bush on his two very
excel | ent appoi ntees and know that they will do

a very good job. | apologize for having to | eave
so early but thereis anillness in ny famly that
requires nmy early departure fromthe neeting.

Fol |l owi ng Regent Ramrez' remarks, he received a standi ng ova-
tion fromall in attendance at the neeting and then proceeded
to consider the itens before the Health Affairs Conm ttee.

1. U T. System Approval to Increase Premium Rates of The
Uni versity of Texas System Professional Medical Liability
Self-Insurance Plan Effective Septenber 1, 1995. --Upon
recommendation of the Health Affairs Committee, the Board
approved a 3.4%increase in the premumrates for The
Uni versity of Texas System Professional Medical Liability
Sel f-l1nsurance Plan effective Septenber 1, 1995, as fol-

| ows:

Ri sk Prem um Rat es

Cl ass St af f Resi dent
1 $ 3,144 $ 1,932
2 5, 256 3, 204
3 8,976 5,484
4 14, 592 8, 904
5 24, 240 14, 772

Further, an additional 3% increase in the premumrates
was aut horized effective June 1, 1995, for all faculty
and residents who have not conpleted 15 hours of risk
managenent training prior to this date. However, the
additional 3%rate charge will be waived for new faculty
and residents until they have participated in the Plan
for one year.
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2.

U._T. Southwestern Medical Center - Dallas: 1nitial
Appoi ntnrents to Endowed Academ c Positions Effective

| medi atel y. --Approval was given to the follow ng ini-
tial appointnments to endowed academ c positions at The
Uni versity of Texas Sout hwestern Medical Center at
Dal |l as effective imediately:

a. Dennis F. Landers, MD., Ph.D., Professor
and Chairman of the Departnent of Anes-
t hesi ol ogy and Pai n Managenent, to the
Margaret M| am McDernott Di stingui shed
Chair in Anesthesiology and Pai n Manage-
ment

b. Dr. Richard Baer, Associate Professor in
t he Departnment of M crobiol ogy and hol der
of the H Lloyd and WIllye V. Skaggs Pro-
fessorship in Medical Research, to the Roy
and Christine Sturgis Chair in Bionedical
Resear ch

Dr. Baer will retain the H LIoyd and
Wl lye V. Skaggs Professorship in Medi-
cal Research

U T. Mdical Branch - Gal veston: Appointnent of

W Stratford May, Jr., MD., Ph.D., as Initial Hol der

of the Bill and Loui se Bauer Distinguished Chair in Can-
cer Research Effective I mediately.--Upon recomendati on
of the Health Affairs Commttee, the Board appoi nted

W Stratford May, Jr., MD., Ph.D., Director of the Divi-
si on of Henmatol ogy/ Oncol ogy and Director of the Sealy
Center for Hematol ogy and Oncol ogy, as initial holder of
the Bill and Loui se Bauer Distinguished Chair in Cancer
Research at The University of Texas Medical Branch at

Gal veston effective i medi ately.

U T. Medical Branch - Galveston (U. T. GS.B.S. -

Gal veston): Establishnent of a Doctoral Programin
Nur si ng and Authorization to Submt the Proposal to

t he Coordinating Board for Approval (Catal og Change).--
Fol | owi ng openi ng remarks by President James and the
introduction of Dr. Mary V. Fenton, Dean of the U T.
Nur si ng School - Galveston, the Board established a doc-
toral (Ph.D.) programin Nursing inthe U T. GS B. S -
Gal veston at The University of Texas Medical Branch at
Gal veston and aut hori zed subm ssion of the proposal to

t he Texas Hi gher Education Coordinating Board for
approval. This programis consistent with the U T.

Medi cal Branch - Galveston Strategic Plan and Rol e and
Scope St atenent.

The doctoral programin Nursing is to be adm ni stered by
the U T. GS.B.S. - Glveston and is designed to provide
nurses who have already acquired a nmaster's degree as
nurse practitioners the opportunity to prepare for fac-
ulty roles. The major objectives of the program are:

(1) to prepare advanced clinical scholars and researchers
who can serve as faculty in nurse practitioner master's
and doctoral prograns throughout the state and (2) to
advance the incorporation of knowl edge about healing
processes into nursing practice. The programw || make
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a substantive contribution to the growi ng state and

nati onal demand for research on patient outcones and
heal i ng processes such as coping with chronic and | ong-
termillness, health pronmotion initiatives, and prograns
for primary care and prevention of disease.

Adm ssion into the doctoral programin Nursing wll
require that applicants neet the requirenents of the

U T. GS.B.S. - Glveston. Students will be admtted
directly into the doctoral program and all adm ssions
will require the final approval of the Dean of the

G aduate School. The course of study requires at |east
64 senester credit hours beyond the |eveling/prerequisite
courses. Students will be enrolled in four categories of
courses in the program core courses, courses in healing
nodalities in nursing, courses in nethods and nodel s of

i nvestigation, and free el ectives.

The start-up costs as well as mai ntenance and operati onal
costs will be reallocated fromU. T. Nursing School -

Gal veston and institutional funds. Additional support
w Il be derived from School of Nursing endowrents and

ot her faculty-generated funds as needed. Two faculty
positions will be recruited and reall ocated into the bud-
get over the next two years through faculty attrition.
Five currently budgeted graduate research assistant posi-
tions will be designated for nursing doctoral students.
Research support has been built into the current budget,
and it is anticipated that externally generated research
funds will be increased with the addition of a doctoral
program and t he associ ated prograns of research.

Upon approval by the Coordinating Board, the next appro-
priate catal og published at the U T. Mdical Branch -
Gal veston will be anended to reflect this action.

U. T. Medical Branch - Galveston: Authorization to

| ncrease the Conpul sory Student Services Fee Effective
Septenber 1, 1995 (Catalog Change).--In order to provide
adequate funding for student activities, approval was
given to increase the Conpul sory Student Services Fee

at The University of Texas Medical Branch at Gal veston
effective Septenber 1, 1995, as foll ows:

U T. Mdical School - Gl veston

Year 1 - $176.00 per academ c year
Year 2 - 264.00 per academ c year
Year 3 - 264.00 per academ c year
Year 4 - 264.00 per academ c year

U T. GS.B.S. - Galveston, U T. Alied
Heal th Sci ences School - Gal veston, and
U T. Nursing School - @Gl veston

$7.00 per senester credit hour with a
maxi nrum charge per senester of $84.00.

This increase is in accordance with rel evant provisions
of Section 54.503 of the Texas Education Code and is sup-
ported by the President's Student Fees Advisory Commt-

t ee.

The next appropriate catal og published at the U T.
Medi cal Branch - Gal veston will be anended to conform
to this action.
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6.

U T. Health Science Center - Houston: Appointnent

of L. Maximlian Buja, MD., as Initial Holder of the

Di stingqui shed Chair in Pathol ogy and Laboratory Medicine
Effective Imedi ately. --The Board, upon recomendati on

of the Health Affairs Commttee, appointed L. Maxim lian
Buja, MD., Professor and Chair of the Departnent of

Pat hol ogy and Laboratory Medicine at The University of
Texas Health Science Center at Houston, as initial holder
of the Distinguished Chair in Pathol ogy and Laboratory
Medi ci ne effective i mediately.

See Page 177 related to the redesignation of this Chair.

U T. Health Science Center - Houston (U. T. Dental
Branch - Houston): Approval of an Adm nistrative
Reor gani zati on and Aut horization to Submt the Pro-

posal to the Coordinating Board for Approval (Catal og
Change) . - - Approval was given to reorganize the adm n-
istrative structure of the U T. Dental Branch - Houston
at The University of Texas Health Science Center at
Houston to reduce the nunber of departnents from eigh-
teen to seven and to submt the proposal to the Texas

Hi gher Education Coordi nating Board for approval.

The restructured departnents are set forth bel ow
Basi c Sci ences
Crani ofacial Gowth and Devel opnent
General Dentistry
Heal th Pronotion and Dental Care Delivery

Oral and Maxil |l ofacial Surgery, Anesthesi-
ol ogy and Oral Pharnmacol ogy

Pr ost hodonti cs
St omat ol ogy.

The new organi zation will facilitate a nore functi onal
operation of the U T. Dental Branch - Houston within
the context of the U T. Health Science Center - Houston
Strategic Plan and is consistent with a national trend
in dental education toward |arger integrated departnents
whi ch encourage interdisciplinary teaching and coll abora-
tion.

No additional funding will be required for this restruc-
turing.

Upon Coordi nati ng Board approval, the next appropriate

catal og published at the U. T. Health Science Center -
Houston will be anended to reflect this action.
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U. T. Health Science Center - San Antonio: Approval to
| ncrease the Conpul sory Student Services Fee Effective
wth the Fall Senester 1995 (Catal og Change).--1n order
to provide nore flexibility in the funding of student
heal th services and academ c¢ and student support pro-
grans, the Board approved an increase in the Conpul sory
Student Services Fee at The University of Texas Health

Sci ence Center at San Antonio effective with the Fal

Senmester 1995 as foll ows:

School s

Students Currently Enrolled
and Conti nui ng:

U. T. Medical School - San
Antoni o (Academ c Year)

U T. Dental School - San
Antoni o (Academ c Year)

U T. Allied Health Sci ences

School - San Antonio, U T.

G S.B.S. - San Antoni o,
and U. T. Nursing School -
San Antoni o

New Students Entering Fall 1995:

Fees for
Fall Senester 1995

U T. Medical School - San
Antoni o (Academ c Year)

U T. Dental School - San
Antoni o (Academ c Year)

U T. Allied Health Sci ences

School - San Antonio, U T.

G S.B.S. - San Antoni o,
and U. T. Nursing School -
San Antoni o

$135. 00
$135. 00

$ 4.50 per senes-
ter credit hour

$ 50. 00 maxi mum
per senester

$ 40. 00 maxi mum
per sunmer session

$135. 00 maxi num
per academ c year

$205. 00
$205. 00

$ 7.00 per senes-
ter credit hour

$ 87.00 maxi mum
per senester

$ 31.00 maxi mum
per sunmer session

$205. 00 maxi num
per academ c year

These increases have been approved by the Student Govern-
ment Associ ation and endorsed by the Student Fee Advisory
Commttee, the Recreational Facilities Commttee, and the
Student Health Advisory Committee.

The next appropriate catal og published at the U T.

Heal th Sci ence Center - San Antonio will be anended to
conformto this action.
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9.

10.

U T. Health Science Center - San Antonio (U. T. Dental
School - San Antonio): Establishnent of a dinical Usage

Fee to be Phased in Beginning with the Fall Senester 1996

(Cat al og Change).--The Board, upon recommendati on of the
Health Affairs Commttee, established a dinical Usage
Fee for students in the U T. Dental School - San Antonio
at The University of Texas Health Science Center at San
Antonio to be phased in beginning with the Fall Senes-
ter 1996 as set out bel ow

Academ ¢ Year
1996- 97 1997-98 1998- 99

First Year Students $ 0 $ O $ O
Second Year Students 350 350 350
Third Year Students 0 500 500
Fourth Year Students 0 0 500

The dinical Usage Fee is a neans for funding replace-
nment of capital equipnent such as dental chair units,
sterilization equi pnent, radiographic units, and x-ray
processors for the Dental Qutpatient Clinic in order

to maintain a state-of-the-art teaching facility and

a nodern clinical environnment for patients. The phased
i npl enentation of this fee will allow all currently
enroll ed students to conplete their degree w thout being
assessed the new fee.

It was ordered that the next appropriate catal og pub-
|ished at the U T. Health Sci ence Center - San Antoni o
be anended to conformto this action.

U T. MD. Anderson Cancer Center - M D. Anderson Cancer
Center Qutreach Corporation (Qutreach): Anmendnents to
the Articles of Incorporation (Articles) and Byl aws of
Qutreach to Expand the Menbership of the Board of Direc-
tors; Appointnent of Four New Menbers to Such Board; and
Aut hori zation to Use Nane The M D. Anderson Moncrief Can-

cer Center at Fort Wrth.--On Decenber 12, 1994, a G ft
Agreenment was executed between Mncrief Radiation Center
(Donor), a Texas nonprofit corporation, Radiation and
Medi cal Research Foundation of the Sout hwest (Founda-
tion), a Texas nonprofit corporation (both of Fort Wrth,
Tarrant County, Texas), and Qutreach (sonetines referred
to as "Donee") which provided for a substantial gift by
the Donor to Qutreach and transfer of control of the
Foundation to the President of The University of Texas
M D. Anderson Cancer Center as its sole nenber. The

val ue of the conbi ned assets of Donor and Foundation are
estimated to exceed $44 mllion.

The maj or business points of the Gft Agreenent include:

a. At closing, the assets and liabilities
of the Moncrief Radiation Center will be
transferred to Qutreach and the President
of the U T. M D. Anderson Cancer Center
w || become the sole nmenber of the Foun-
dati on.

b. The $8 million |l oan by the Texas Comrerce
Bank on the Moncrief Radiation Center w ||
be paid off by the Foundation prior to
cl osi ng.
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The Moncrief Radiation Center Corporation
Wil remain in existence with the sole pur-
pose of receiving the assets back in an
event of reversion. Certain reporting
requi renents will be required to be nade
to this corporation by Donee. The Moncri ef
Radi ati on Center Corporation will reserve
$5 mllion to discharge its duties unti

the Gft Agreenment term nates. Upon term -
nation of the Gft Agreenent, the reserve
will be distributed to Donee.

The facilities at 1450 Ei ghth Avenue, Fort
Wrth, Texas, wll be known as the "Mncri ef
Radi ation Center" and the facilities at the
Hugul ey | eased prem ses will be known as the
"Moncrief Radiation Center at Huguley." Any
facility built, added, or altered utilizing
Foundation funds wll bear the nane Mncrief.
The program and operations at such sites wll
be known and referred to as "The M D. Anderson
Moncri ef Cancer Center at Fort Worth."

Qutreach will change its Articles and Byl aws
to require one of its board nenbers to be a
resident of Tarrant County.

The President of the U T. MD. Anderson Can-
cer Center as sole nenber of the Foundation

wi || appoint the board of the Foundation, two
of whom nust be board nenbers of the Donor,
the Moncrief Radiation Center Corporation, and
residents of Tarrant County, and one of whom
must be W A "Tex" Mncrief, Jr., or upon his
resignation, incapacity, or death, an adult

| i neal descendant of W A "Tex" Moncrief, Jr.
The Board nenbers naned in the Gft Agreenent
for initial appointnent are W A "Tex"
Moncrief, Jr., John S. Justin, Jr., Joe K
Pace, Lee W Hogan, Randall Meyer, and

Robert N. Shaw.

The Foundation will change its nanme to Mncri ef
Radi ati on and Research Foundation at cl osing,
and its funds are restricted for use in Tarrant
County to support the U T. MD. Anderson Can-
cer Center programin that county.

Events of reversion include:

(1) Donee fails to use the nanme Moncri ef,
as provided in the agreenent

(2) Donee abandons, dissolves, or term -
nates the programin Tarrant County
or Donee discontinues to use the gift
as a part of the program

(3) Donee fails to neet any of the
reporting and accounting require-
ments provided for in the agreenent

(4) Donee fails to make appropriate board

appoi ntnents as provided in the
agr eement
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(5) Donee sells substantially all of the
reversion assets and the sale pro-
ceeds are not used in support of the
Program

At | east every two years, Qutreach will hold
one of its directors or executive commttee
neetings in Fort Wrth, Texas.

Ten (10) years after the closing, the Gft
Agreenent and the requirenents therein term -
nate, with the exception of the Foundation's
new nane, donor's renedy of specific perfor-
mance, assunption of certain liabilities, and
nane of facilities and prograns.

Donee has until March 1, 1995, to perform
due diligence prior to accepting the gift.

In conpliance with the G ft Agreenent and upon reconmen-
dation of the Health Affairs Commttee, the Board:

a.

C.

Amended Article VI of the Articles of Incor-
poration of the MD. Anderson Cancer Center
Qutreach Corporation (Qutreach) which presently
sets the initial nunber of board nenbers as
four persons to read as follows:

The nunber of Board of Directors
shall be as set forth in Article |V
of the Byl aws.

Amended Section 2 of Article IV of the Qutreach
Byl aws to read as foll ows:

Section 2. Nunber. The Board of
Directors shall consist of eleven (11)
Directors. The nunber of Directors
may be increased or decreased (pro-

vi ded such decrease does not have the
effect of shortening the term of any
i ncunbent Director) fromtine to tinme
by anendnent of the Bylaws in accor-
dance with the provisions of Arti-
cle X, provided that the nunber of
Directors shall never be |less than
three (3). The Board of Directors
shal | include one person who is a
resident of Tarrant County, Texas,
and who al so serves as a nenber of
the board of directors of the

Radi ati on and Medi cal Research
Foundation of the Sout hwest.

Amended Article X of the Qutreach Byl aws con-
cerning the nethod of anendnent to read as
fol | ows:

These Byl aws may be altered, anended,
or repealed by the Menber at any
annual nmeeting of the Menber, or at
any special neeting of the Menber if
noti ce of the proposed anendnent is
contained in the notice of such spe-
cial neeting of the Menber; provided,
however, that any such alteration,
anmendnent, or repeal shall have
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recei ved the prior approval of the
Board of Regents of The University

of Texas System and provided further
that the second sentence of Section 2
of Article IV cannot be anended dur-
ing the termof the Gft Agreenent
entered into by and anong Moncri ef
Radi ati on Center, Radiation and Med-
i cal Research Foundation of the

Sout hwest, and the Corporation effec-
tive as of Decenber 9, 1994, as
anended.

Approved the follow ng persons, in addition to
t hose heretofore approved and presently serv-
ing, to serve on the Board of Directors for
Qut r each:

(1) M. Red McConbs, San Antonio, Texas

(2) M. W A "Tex" Mncrief, Jr.,
Fort Worth, Texas

(3) Dr. Gordon McCGee, EI Paso, Texas

(4) M. Alethea Caldwell, Los Angel es,
Cal i forni a.

Aut hori zed Qutreach to use the nane "The
M D. Anderson Moncri ef Cancer Center at
Fort Wbrth."
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REPORT AND RECOMVENDATI ONS OF THE FACI LI TI ES PLANNI NG AND
CONSTRUCTI ON COW TTEE (Pages 93 - 160).--Conmittee Chairman
Tenpl e reported that the Facilities Planning and Construction
Comm ttee had net in open session to consider those matters
on its agenda and to fornul ate recommendations for the U T.
Board of Regents. Unless otherw se indicated, all actions
set forth in the Mnute Orders which foll ow were recommended
by the Facilities Planning and Construction Commttee and
approved in open session and w thout objection by the U T.
Board of Regents:

1. U T. Dallas - Student Union Building Addition and Reno-
vation (Project No. 302-829): Approval of Final Plans
and Specifications; Authorization to Advertise for Bids
and for Executive Committee to Award Contracts; Appropri-

ation Therefor; and Approval of Use of Revenue Fi nancing
System Parity Debt, Receipt of Certificate, and Finding
of Fact with Regard to Financial Capacity.--Upon recom
mendati on of the Facilities Planning and Construction
Comm ttee, the Board:

a. Approved the final plans and specifica-
tions for the Student Union Buil ding
Addi tion and Renovation at The University
of Texas at Dallas within the authorized
total project cost of $3,800, 000

b. Aut hori zed the O fice of Facilities Plan-
ning and Construction to advertise for
bi ds upon conpl etion of final review and
the Executive Conmittee to award all con-
tracts associated with this project within
the authorized total project cost

C. Appropri ated $3, 800, 000 from Revenue
Fi nanci ng System Bond Proceeds for total
project funding. Previous appropriations
of $185,000 from Auxiliary Enterprise Bal -
ances will be reinbursed.

Foll ow ng a presentation by Ms. Pam Cl ayton, Director of
Fi nance for The University of Texas System related to
the qualifications of this project for the U T. System
Revenue Fi nancing System and in conpliance with Section 5
of the Anended and Restated Master Resol ution Establish-
ing The University of Texas System Revenue Fi nancing
System adopted by the U T. Board of Regents on Febru-
ary 14, 1991, and anended on October 8, 1993, and upon
delivery of the Certificate of an Authorized Representa-
tive as set out on Page 94 , the Board resol ved that:

a. Parity Debt shall be issued to pay the
project's cost including any project costs
paid prior to the issuance of such Parity
Debt

b. Sufficient funds will be available to
meet the financial obligations of the
U T. Systemincluding sufficient Pledged
Revenues as defined in the Master Resol u-
tion to satisfy the Annual Debt Service
Requi rements of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System
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c. U T. Dallas, which is a "Member" as

such termis used in the Mster Resolu-
tion, possesses the financial capacity to
satisfy its Direct Cbligation as defined
in the Master Resolution relating to the
i ssuance by the U T. Board of Regents

of tax-exenpt Parity Debt in the amount
of $3,800,000

d. This resolution satisfies the official
intent requirenents set forth in Sec-
i[lon 1.150-2 of the U S. Treasury Regu-
ations.

This project is included in the FY 1994-1999 Capital

I nprovement Plan and the FY 1995 Capital Budget and was
approved by the Texas H gher Education Coordinating Board
in Qctober 1994.

PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

I, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Representative
under the Anended and Restated Master Resolution t abl i shi ng
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991, and amended on
Cctober 8, 1993 (the "Master Resolution”%, do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5(a) (ii) of the Master Resolution in
connection with the authorization by the Board to issue
"Parity Debt" pursuant to the Master Resolution to finance the
cost of the construction of the Student Union Building
Addition and Renovation at U T. Dallas, and do certify that
to the best of ny know edge the Board of Regents is in
conpliance with all covenants contained in the Master
Resolution, First Supplemental Resolution Establishing an
Interim Financing Program and the Second Supplenental
Resolution, and is not in default of any of the terns,
provisions and conditions in said Mster Resolution, First
Supplde(rjrental Resol ution and Second Supplenmental Resolution as
amended.

EXECUTED this 9 day of February

b ) flom

tant Vice Chancellor for F nance

, 1995

Ass
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2.

U T. El Paso - Indoor Swimi ng Pool Facility (Project
No. 201-810): Approval of Final Plans and Specifica-
tions; Authorization to Advertise for Bids and for the
Executive Committee to Award Contracts; Additional Appro-

priation Therefor; and Approval of Use of Revenue Fi nanc-

ing System Parity Debt, Receipt of Certificate, and
Finding of Fact with Regard to Financial Capacity.--The
Board, upon recomrendation of the Facilities Planning and
Construction Comittee:

a. Approved final plans and specifications
for the Indoor Sw nmm ng Pool Facility
at The University of Texas at El Paso
within the authorized total project cost
of $5, 000, 000

b. Aut hori zed the O fice of Facilities Plan-
ning and Construction to advertise for
bi ds upon conpletion of final review
and the Executive Conmttee to award
all contracts associated with this proj-
ect within the authorized total project
cost

C. Appropri ated $4, 500, 000 from Revenue
Fi nanci ng System Bond Proceeds to be
financed by Student Recreational Fees
and $200, 000 from Unexpended Pl ant
Funds. Previous appropriations had
been $300, 000 from Unexpended Pl ant
Funds.

Foll ow ng a presentation by Ms. Pam Cl ayton, Director of
Fi nance for The University of Texas System related to
the qualifications of this project for the U T. System
Revenue Fi nancing System and in conpliance with Section 5
of the Anended and Restated Master Resol ution Estab-
lishing The University of Texas System Revenue Fi nancing
System adopted by the U T. Board of Regents on Febru-
ary 14, 1991, and anended on October 8, 1993, and upon
delivery of the Certificate of an Authorized Representa-
tive as set out on Page 96 , the Board resol ved that:

a. Parity Debt shall be issued to pay the
project's cost including any project costs
paid prior to the issuance of such Parity
Debt

b. Sufficient funds will be available to
meet the financial obligations of the
U T. Systemincluding sufficient Pledged
Revenues as defined in the Master Resol u-
tion to satisfy the Annual Debt Service
Requi rements of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System

C. U T. El Paso, which is a "Menber" as
such termis used in the Master Resol u-
tion, possesses the financial capacity to
satisfy its Direct Obligation as defined
in the Master Resolution relating to the
i ssuance by the U T. Board of Regents
of tax-exenpt Parity Debt in the anount
of $4, 500, 000
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d. This resolution satisfies the official
intent requirements set forth in Sec-
}ion 1.15'0-2 of the U S. Treasury Regu-
ations.

This project, which was submtted to the Texas H gher
Education Coordinating Board in January 1995 is Included
in the FY 1994-1999 pital Inprovemrent Plan and the

FY 1995 Capital Budget to be funded from $4,500,000 in
Revenue Fi nanci ni_:; System Bond Proceeds financed by Stu-
den}j Recreational Fees and $500,000 from Unexpended Pl ant
Funds.

PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

|, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Representative
under the Anended and Restated Master Resolution Establishi ng
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991, and anmended on
Cctober 8, 1993 (the "Master Resolution'*), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5(a?‘I (it) of the Master Resolution in
connection with the authorization by the Board to issue
"Parity Debt" pursuant to the Master Resolution to finance the
cost of the construction of an Indoor Swinmmng Pool Facility
at U T. B Paso, and do certify that to the best of rr}/

know edge the Board of Regents 1s in conpliance with all
covenants contained in the Mster Resolution, First

Suppl emental Resolution Establishing an Interim Financing
Program and the Second Supplenental Resolution, and is not in
default of any of the terms, provisions and conditions in said
Master Resolution, First Supplemental Resolution and Second
Suppl enrental Resol ution as amended.

EXECUTED this 9 day of February

N .
sl D fopn—
Assistant Vice Chancellor for Finance

Vs

, 1995
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3.

U T. EIl Paso - Liberal Arts/Science Renovation Proj-
ects - Conpletion of Liberal Arts and Science Facilities
Renovations: Authorization for Project; Approval of
Preparation of Final Plans and Specifications and Con-
struction by U T. El Paso Forces or Through Contract
Services; Appropriation Therefor; and Approval of Use of
Revenue Financing System Parity Debt, Receipt of Certi-
ficate, and Finding of Fact with Regard to Financi al
Capacity.--The 73rd Session of the Texas Legislature

aut hori zed the financing of the Liberal Arts/Science
Renovation Projects at The University of Texas at El Paso
t hrough Tuition Revenue Bond Proceeds in the anmount of
$8, 000, 000 as a part of the South Texas/Border Initia-
tive. The U T. Board of Regents has approved nmjor
renovation projects for the A d Min Building, Physical
Sci ence Building, and Liberal Arts Building, allocating
a total of $7,145,000 to fund these projects. The
remai ni ng funds in the amobunt of $855,000 will be used
for renodeling of the Psychol ogy Laboratories, refurbish-
ment of the interior of Magoffin Auditorium and to neet
sone of the remaining related needs of the Liberal Arts
and Science prograns. Expenditures for any individual
building will not exceed $600, 000 and the projects wll
be managed by U T. El Paso Admi nistration in consulta-
tion with the Ofice of Facilities Planning and Construc-
tion.

In conpliance therewith and upon reconmendati on of the
Facilities Planning and Construction Conmttee, the
Boar d:

a. Aut hori zed a project for the Liberal
Arts/ Sci ence Renovation Projects -
Compl etion of Liberal Arts and Science
Facilities Renovations at U T. El Paso
at an estinmated total project cost of
$855, 000 to be funded from Tuition Reve-
nue Bond Proceeds

b. Approved preparation of final plans and
specifications and construction by U T.
El Paso forces or through contract ser-
vices, as required, in consultation with
the Ofice of Facilities Planning and Con-
struction

C. Appropriated $855,000 from Tuiti on Reve-
nue Bond Proceeds issued under the Revenue
Fi nanci ng System

In conpliance with Section 5 of the Anended and Rest ated
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System adopted by the U T.
Board of Regents on February 14, 1991, and anended on
Oct ober 8, 1993, and upon delivery of the Certificate of
an Aut horized Representative as set out on Page 98 ,
the Board resolved that:

a. Parity Debt shall be issued to pay the
project's cost including any project costs
paid prior to the issuance of such Parity
Debt
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b. Sufficient funds will be available to

meet the financial obligations of the

U T. system including sufficient Pledged
Revenues as defined in the Mster Resolu-
tion to satlsfP/ the Annual Debt Service
Requirements of the Financing System and
to neet all financial obligations of the
Board relating to the Financing System

c. U T. conponent institutions, which are
"Menbers" as such termis used in the
Master Resolution, possess the financial
capacity to satisfy their Drect Obliga-
tions as defined in the Mster Resolution
relating to the issuance by the U T.
Board of Regents of tax-exenpt Parity Debt
in the anount of $855, 000

d. This resolution satisfies the official
intent requirements set forth in Sec-
}IO[’] 1.150-2 of the U S. Treasury Regu-
ations.

This project is included in the FY 1994-1999 Capital
| mprovenent Plan and the FY 1995 Capital Budget to be
funded by Tuition Revenue Bond Proceeds.

PARI TY DEBT CERTIFICATE O U T. SYSTEM REPRESENTATI VE

|, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System a U T. System Re resentat|ve
under the Amended and Restated Master Resol ution Estab l'i shing
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991, and anended on
Cctober 8, 1993 Sthe "Master Resolution"), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5(a?1 (ii) of the Master Resolution in
connection with the authorization by the Board to issue
"pParity Debt" pursuant to the Master Resolution to finance the
cost of the construction of the Liberal Arts/Science
Renovation Projects - Conpletion of Liberal Arts and Science
Facilities Renovations at U T. El Paso, and do certify that
to the best of ny know edge the Board of Regents is in
conpliance with all covenants contained in the Mster
Resolution, First Supplenental Resolution Establishing an
Interim Financing Program and the Second Supplenental
Resolution, and 1s not in default of any of the terns,
provisions and conditions in said Mster Resolution, First
Supplderorlental Resol ution and Second Supplenental Resolution as
amended.

EXECQUTEDthis ___ 9  day of Febr uary , 1995

g,;/ ez

Assisfant Vice Chaﬂcellor f or Fi nance
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U T. Pan Anerican: Approval to Change Nane of the
Learni ng Resource Center to the University Library.--
Upon recommendation of the Facilities Planning and Con-
struction Conmttee, approval was given to change the
nane of the Learning Resource Center at The University
of Texas - Pan Anerican to the University Library to
reflect its current function of housing curricul um sup-
port materials and services which facilitate access to
these material s.

U T. Perman Basin: Approval in Principle for the
Construction and Operation of On- Canmpus Housi ng by
(Odessa Housi ng Fi nance Corporation (OHFC), a Texas Non-
profit Corporation, Odessa, Texas; Authorization for

Fi nal Negotiation of G ound Lease Agreenent by Represen-
tatives of U T. Permian Basin and U. T. System Adm nis-
tration; and Approval for Executive Vice Chancellor for
Academ ¢ Affairs to Execute G ound Lease Agreenent.--
Wth the aid of slides, President Sorber presented a
conpr ehensi ve overvi ew of the proposed construction and
operation of on-canpus housing at The University of Texas
of the Perm an Basin.

Following this presentation, the Board, upon recomenda-
tion of the Facilities Planning and Construction Comm t-
tee:

a. Concurred in principle to the construction
and operation of on-canmpus housing by the
Odessa Housi ng Fi nance Corporation (OHFC),
a Texas nonprofit corporation, Qdessa,
Texas, on the U. T. Perm an Basin canpus
under a long-term G ound Lease Agreenent

b. Aut hori zed final negotiation of the G ound
Lease Agreenent by representatives of
U T. Perman Basin and The University of
Texas System Adm ni stration

C. Assuming final agreenent on a lease in

substantially the formset out on

Pages 102 - 156, authorized the Executive
Vi ce Chancel lor for Academ c Affairs to
execute said Lease and any ancillary docu-
ments, including a managenent agreenent,
if required, after approval by the Execu-
tive Vice Chancellor for Business Affairs
and the O fice of CGeneral Counsel.

Key provisions of the Gound Lease Agreenent are as
fol | ows:

a. The U. T. Board of Regents will |ease an
appropriately-sized tract (acreage to be
determ ned) out of the U. T. Perm an Basin
canpus to the OHFC for a termnot to
exceed 30 years

b. The OHFC wi || provide financing of at
|l east $1.0 million for construction of
a 20-25 unit facility to provide housing
to benefit primarily U T. Perm an Basin
students
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The CHFC will hire architects, provide
all project financing, and build and
furnish apartnments to U T. Perm an Basin
speci fications

. U T. System Ofice of Facili -
ties Planning and Construction
will review plans and specifi -
cations

. Project wll be built to appli-

cable city codes and in confor-
mance to applicable | aws and
regul ati ons

U T. Perman Basin will operate the com
plex initially for OHFC pursuant to a nan-
agenent agreenent

Pursuant to the managenent agreenent, U. T.
Perm an Basin will collect rent for OHFC,
and

. WI Il reinburse direct expenses
(l easing and resident staff,
utilities, current naintenance)
pursuant to agreed budget

. Set aside an agreed upon anount
in reserve for repairs and
I nsur ance

. Remt the bal ance to OHFC

Proposed considerations to the U T. Board
of Regents include a $100 per year base
rent, shared use of facilities by U T.
Perm an Basin for its educational activi-
ties and operations as nutually agreeable;
student access to convenient, attractive
housi ng; and full recovery of costs for
servi ces provided

U T. Perman Basin will retain the right
to build its own housing, but OHFC has the
right of first refusal to build additional
canpus student housing which is not owned
by the University

U T. Perman Basin will retain the right
to approve architect, site plan, design,
and materials

The Lease will grant the U T. Board of
Regents, on behalf of U T. Perm an Basin,
the option to purchase all inprovenents on
the | eased prem ses at any tinme during the
termof the Lease (subject to any required
approval s by the Texas Hi gher Education
Coordi nati ng Board or any other agency)

at a price based on an anortization of
OHFC s investnment in the project plus a
negoti ated rate of return
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] - The U. T. Board of Regents will have the
option to require the OHFC, at its sole
cost, to denolish all inprovenents upon
expiration of the Lease term or abandon-
ment of the Lease unless the U T. Board
of Regents has taken possession of the
facilities. The Lease nay be term nated
upon the occurrence of uncured defaults
by COHFC.

K. The U. T. Board of Regents will have no
liability for the financial performance
of the project or for any debt obliga-
tions which may be created by OHFC

Assignnent of the | ease without U T.
Board of Regents' approval by OHFC is
limted to the City of Odessa, Ector
County, or a successor not-for-profit
cor poration.

In Fall 1994, U. T. Perm an Basin had an enrol | nent of
2,315 students and a faculty and staff of 213. Cur-
rently, U T. Perman Basin offers Iimted nodul ar hous-
ing to 49 students in 22 trailer-style housing units.

The joint devel opnent of an apartnment project by U T.
Perm an Basin and the OHFC is of great benefit to both
entities. Because U T. Perm an Basin does not have
adequate cash reserve in its Auxiliary Enterprise fund,
traditional revenue bond financing is not feasible;
simlarly, there has been no interest fromprivate
devel opers in pursuing this project. The OHFC pl ans
to operate the facility through a managenent agree-
ment with U T. Perm an Basin, providing for direct

rei nbursenent of U T. Perm an Basin costs rel ated

to performance of the agreenent.

Fi nal negotiation of the Lease will be coordinated with
the O fices of Academ c Affairs, Ceneral Counsel, and
Busi ness Affairs. No contractual obligations will be
incurred until the review and execution of the final

| ease format are conpl et ed.
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GROUND LEASE AGREEMENT

THE STATE OF TEXAS S

w

COUNTY OF ECTOR §

ThisGround Lease Agreement (the“Lease”)ismadeand enteredinto as ofthe
day of , 199___, by and between THE BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM, FOR THE USE AND BENEFIT OF THE UNIVERSITY OF
TEXAS OF THE PERMIAN BASIN (“LESSOR”), acting by and through its authorized officers,
and ODESSA HOUSING FINANCE CORPORATION (“LESSEE”), a Texas nonprofit
corporation, acting by and through its authorized officers.

WITNESSETH.

WHEREAS, Section 65.39 of the Texas Education Code provides that the Board of
Regents of The University of Texas System has the sole and exclusive management and
control of the lands set aside and appropriated to, or acquired by, The University of Texas
System;

WHEREAS, in order to assist in the development of campus housing facilities and
related facilities for students, faculty, and staff at The University of Texas of the Permian
Basin (“The University” or “UTPB"), the LESSOR deems it is best for the interest of The
University of Texas System, that a portion of the campus at The University be leased to the
LESSEE for the purpose of developing, constructing, operating, and leasing such campus
housing facilities;

WHEREAS, the LESSOR and the LESSEE have determined to enter into this Lease
whereby the LESSOR will lease atract of approximately acres of land on the campus
to the LESSEE, and the LESSEE will develop, construct, and provide for the leasing and
operation of the improvements on such land for use by The University’s students, faculty,
and staff and such other persons as set forth herein and only such other persons as
LESSOR may agree, subject to the terms herein stated;

NOW, THEREFORE, in consideration of the mutual covenants, conditions and
agreements which follow, the parties hereby agree:

ARTICIE ONE
LEASE OF PROPERTY « TERMS OF | EASE

Section 1.01. LEASE OF PREMISES. LESSOR, in consideration of the rents,
covenants, agreements and conditions herein set forth, which LESSEE hereby agrees to
cause to be paid, kept and performed, does hereby let, demise and rent exclusively unto
LESSEE,and LESSEE does hereby rent and lease from LESSOR, the real property (the “Land”)




more particularly described in EXHIBIT “A” attached hereto, being incorporated into this
Leaseand madeaparthereof,together with the Facilities and allimprovements, alterations,
additions, and attached fixtures located on the Land. LESSEE, by execution of this Lease,
accepts the leasehold estate herein demised subject to all easements and other matters
referred to in EXHIBIT "B".

Section 1.02. HABENDUM. TO HAVE AND TO HOLD the Premises, together with
all and singular the rights, privileges, and appurtenances thereto attaching or anywise
belonging, exclusively unto LESSEE, its successors and assigns, for the term set forth in
Section 1 .03, subject to termination as herein provided, and subject to the covenants,
agreements, terms, provisions, and limitations herein set forth.

Section 1.03. TERM. Unless sooner terminated as herein provided, this Lease shall
continue and remain in full force and effect for aterm commencing on the date hereof and
ending at midnight on , 20__ (the “Term”).

ARTICLE TWO
DEFINITIONS

Section 2.01. DEFINITIONS. In addition to such other defined terms as may be set
forthin this Lease, as used in this Lease, the following terms have the following respective
meanings:

“Academic Year” - the period commencing on September 1 of each calendar year
during the Term and ending on August 31 of the following calendar year.

"Affiliate" « with respect to a designated Person, any other Person that, directly or
indirectly, controls, is controlled by, or is under common control with such designated
Person. For purposes of this definition, the term “control” (including the correlative
meanings of the terms “controlled by” and “under common control with”), as used with
respect to any Person, means the possession, directly or indirectly, of the power to direct
or cause the direction of the management policies of such Person, whether through
ownership of voting securities or by contract or otherwise.

“Annual Expenses" - with respect to any Academic Year of LESSEE, all amounts (a)
paid by LESSEE during such Academic Year for operating expenses related to the Premises
(including real estate taxes and sales, personal property, rental, occupancy, use, gross
receipts, and excise taxes), (b) paid by LESSEE during such Academic Year for capital
expenditures for the Premises, (c) paid by LESSEE during such Academic Year for principal,
interest, and make-whole amounts to any Permitted Mortgagee, (d) advanced by (or
indemnification payments owed to) any Permitted Mortgagee pursuant to the Permitted

Mortgage and related to the Facilities, and (e) for Reserve Amounts. [TO BE EDITED]
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"Applicable Laws” - all present and future statutes, regulations, ordinances,
resolutions and orders of any Governmental Authority.

“Award” - any payment or other compensation received or receivable as a
consequence of a Taking from or on behalf of any Governmental Authority or any other
Person vested with the power of eminent domain.

“Business Dav” - a day excluding Saturday, Sunday and any Holiday.

"Commencement of Construction” « the date on which excavation or foundation
work is begun for the Facilities.

*Coordinating Board” - The Texas Higher Education Coordinating Board.

“Date of Qpening" - the date the Facilities are opened for occupancy or use.

“Event of Default” -any matter identified as an event of default under Section 13.01.

“Expiration Date” «the expiration date of this Lease.

“Facilities” »all improvements constructed on the Land, including the complex of _
buildings which include approximately apartment units and related facilities
for use by students, faculty, and staff of the University and others as permitted under this
Lease or approved by UTPB as participants in UTPB sponsored activities.

"Facility Eauioment” - all personal property including but not limited to furniture,
furnishings, equipment, machinery, owned by LESSEE and used in connection with the
operation of the Premises.

Force Majeure"- an (a) act of God, landslide, lightning, earthquake, hurricane,
tornado, blizzard and other adverse and inclement weather, fire, explosion, flood, act of a
publicenemy,war,blockade,insurrection,riot,or civildisturbance; (b)labordispute, strike,
work slowdown, or work stoppage; (c) order or judgment of any Governmental Authority,

if not the result of willful or negligent action of LESSEE; (d) adoption of or change in any

Applicable Law after the date of execution of this Lease; or (e) any other similar cause of
similar event beyond thereasonable control of LESSEE.

“Foreclosure” -aforeclosure of a Permitted Mortgage or a conveyance in lieu of
foreclosureof aPermitted Mortgage.

“Governmental Authority".any and all jurisdictions, entities, courts boards, agencies,
commissions, offices, divisions, subdivisions, departments, bodies or authorities of any
nature whatsoever of any governmental unit (federal, state, county, district, municipality,
city or otherwise) whether now or hereafter in existence, excepting LESSEE.




“Gross Rents" - with respect to any Academic Year, all Occupancy Rents actually
received by LESSEE during such Academic Year on account of or as a result of the
occupancy of the Facilities by occupants. Gross Rents shall not include any amounts
received from occupants to cover any sale, use, transaction privilege, excise or gross
receipts tax imposed by any Governmental Authority for or attributable to the Occupancy
Rents paid by such occupants.

“Gross Revenues” -with respect to any Academic Year, all gross receipts of LESSEE
from the Premises, computed on a cash basis and otherwise in a manner reasonably
acceptable to LESSOR, including all rent and all interest earned on tenants’ security
deposits.

“Holiday” - any day which shall be a legal holiday in the State of Texas or a day on
which banking institutions in the State of Texas are authorized or are required by law to
close.

"Incipient Default” « any default by LESSEE hereunder which, afterthe giving of notice
or the passage of time (or both), would result in- an Event of Default.

"Land" - the tract of approximately acres located on the campus of The
University of Texas of the Permian Basin and more particularly described in Exhibit "A".

“LESSOR Representative”soneormoreofthepersonsdesignated and authorizedin
writing from time to time by LESSOR to represent LESSOR in exercising LESSOR'S rights and
performing LESSOR’Sobligationsunderthis Lease;theinitial LESSOR Representativeshall
be the President of The University of Texas of the Permian Basin.

“LESSOR’S Interest” -the fee simpletitleto the Land and the Facilities located on the
Land and LESSOR’Sinterestunder this Lease.

“Management Agreement” -the Management Agreement relating to the operation
and management of the Premises.

“Net Cash Flow” «with respect to any Academic Year, the excess, if any, of Gross
Revenues over Annual Expenses for such Academic Year.

“New Qccupants" - any On-Campus Occupants who have not been On-Campus
Occupants for previous Academic Years or who have not complied with the filing deadline
forreceiving “returning student priority benefits” in housing assignments by LESSOR.

"Occupancy_Rents" - all rents and fees paid by On-Campus Occupants to occupy
housing at the Facilities pursuant to the payment provisions of any Campus Housing
Contracts or other leases.



"On-Campus Occupants” - those students, faculty, and staff associated with UTPB
and those participants in university-related activities who desire to occupy any housing on

the campus at UTPB.

“Permitted Assignee” - (a) any Affiliate of LESSEE that is either a Texas nonprofit
corporation or some other tax-exempt entity; (b) the City of Odessa or Ector County.

“Person” an individual; a trust, an estate; a Governmental Authority; or a
partnership, joint venture, corporation, company, firm or any other entity whatsoever.

“Plans and Specifications” - the plans and specifications for the construction of the
Facilitiesdescribed in EXHIBIT“C” as attached hereto, as such plans and specifications may
be amended from time to time as permitted in Section 7.01.

“Premise” -the Land and the Facilities.

“Reserve Amounts" - the amounts set forth in the Annual Budgets for debt service,
operating,andcapitalreserves.

“Taking” or “Taken” « the actual or constructive condemnation, or the actual or
constructive acquisition by condemnation, eminent domain or similar proceeding by or at
the direction of any Governmental Authority or other Person with the power of eminent
domain.

“UTPB” and/or "University" - The University of Texas of the Permian Basin, a
component institution of The University of Texas System, located in the City of Odessa,
Ector County, Texas being an “institution of higher education” as defined in Section 61.003,
Texas Education Code.

ARTICLE THREE
RENT

Section 3.01. RENT. Commencing with the date hereof and continuing throughout
the Term, LESSEE shall pay to LESSOR, as annual rent (“Rent”), $100 for each year or a
portion thereof. The Rent shall be due and payable in advance, with the first such payment
of Rentbeing due upon execution of the ground Lease and each subsequent payment due
no later than forty-five (45) days after the close of each Academic Year.

ARTICLE FOUR
USE OF PREMISE

Section 4.01. PURPOSE AND USE OF LEASE. LESSEE enters into this Lease for the
purpose of developing and constructing and maintaining the Facilities in accordance with
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the Plansand Specifications and except as otherwise provided herein, the Premises are to
be used for no other purpose.

LESSEE shall have the right to use the Premises solely for the development and
operation of the Facilities and ancillary uses including uses now or hereafter customarily
related to or connected with the ownership and operation of a multi-unit residential
apartmentdevelopment. LESSOR and LESSEE covenant and agree that except as set forth
in Sections 15.07 and 15.08 below, the Facilities shall be for the exclusive use and benefit
of the students, faculty, staff and guests of The University and such other persons as The
University and LESSEE shall mutually agree. LESSOR retains the exclusiveright to contract
forconcessionsforfoodservice,vendingmachines andlaundry servicestobeprovidedon
the UTPB campus and on the Premises.

LESSEE shall comply with ail ordinances, laws and regulations of all Governmental
Authorities applicable to and as are required for LESSEE’S use and operation of thePremises
as such ordinances, laws, and regulations are enforced by any Governmental Authority
havingjurisdiction with respect to the Premises, including, without limitation, the Rules and
Regulations of the Board of Regents of The University of Texas System and the institutional
rulesandpoliciesof UTPB (collectively,“GovernmentalRegulations”). LESSEE shall require
that the following Persons shall agree in writing to comply with Governmental Regulations:
(i) any Person occupying space in the Facilities under a Campus Housing Contract; (i) any
Person managing all or part of the Premises under a Management Agreement; (iii) any
Permitted Assignee; and (iv) any assignee or sublessee of all or part of the Premises,
provided LESSOR’Sapprovaltosuchassignmentorsubleaseisobtainedashereinrequired.
The Board of Regents of The University of Texas System and UTPB may enforce and apply
Governmental Regulations on the Premises and to any Person in or on the Premises, and
may authorize UTPB officersand commissioned peace officerstoprovidesuch enforcement,
subject to the jurisdictional limitations provided by law.

Section 4.02. BENEFIT OF THE UNIVERSITY. Subject to Sections 15.07 and 15.08,
LESSEE shall lease and hold the Premises for the support, maintenance or benefit of The
University and the Premises shall be leased for apurposerelated to the performance of the
duties and functions of UTPB and shall not be leased to provide private residential housing
to members of the public other than students, faculty and staff who are approved for
residency by the Office of the Vice President for Student Services and other persons
approvedbythe LESSOR Representativeas participantsinuniversity-related activities.

Section 4.03. CAMPUS DATA NETWORK SYSTEMS. LESSOR agrees to provide
access to campus data network systems at no charge to LESSEE. LESSEE shall provide,
maintain and repair computer cabling from each bedroom and living room to an
environmentally controlled space designated as a switching facility. The cable hub
connector box and the cabling from the central switching room to the campus data
network will be provided by the LESSOR LESSEE agrees to provide LESSOR with 24 hour
access to the switching equipment and facility.




ARTICLE FIVE
ACCEPTANCE AND CONDITION OF PREMISES

Section 5.01. LESSEE’S INSPECTION. LESSEE has had full opportunity to inspect and
examine the Land. Except for the express representations and warranties of LESSOR set
forth in this Lease, LESSEE’S execution of this Lease shall be conclusive evidence of
LESSEE’S acceptance of the Land in an “AS IS” condition and, subject to LESSORS
obligations set forth herein and LESSEE’s termination rights set forth in Section 23.09,
LESSEE hereby accepts the Land in its present condition.

Section 5.02. NO REPRESENTATIONS. LESSEE agrees that no representations
respecting the condition of the Premises and no promises to alter orimprove the Premises
have been made by LESSOR or its agents to LESSEE unless the same are contained herein
or made a part hereof by specific reference.

ARTICLE SIX
ACCESS

Section 6.01. ACCESS FOR LESSOR LESSEE shall permit LESSOR'S agents,
representatives, or employees to enter on the Premises at reasonable times for the
purposesofreviewandinspectionasprovidedinthis Lease,todeterminewhether LESSEE
Is in compliance with the terms of this Lease, or for other reasonable purposes. Subject
totherightsof LESSORand UTPBtoobserveandenforcetheirapplicablerulesandpolicies,
the LESSOR and UTPB, their agents, representatives, and employees shall not disturb
construction on the Land and shall use best efforts to not disturb occupants of subleased
space.

Section 6.02. ACCESS FOR LESSEE. LESSOR hereby grants to LESSEE, its agents,
employees, contractors,andto all occupants of the Facilitiestheright ofingressand egress
over and upon all real property now or hereafter owned by LESSOR adjacent to the
Premisesin order that LESSEE, its agents, employees, contractors, and all occupants of the
Facilities may have reasonable access from adedicated public right-of-way to and from the
Premises of sufficient size and areato facilitate the use and occupancy of the Premises and
reasonablepedestrianandvehicularaccessfromandbetweensuch publicright-of-way and
the Premises over the sidewalks, streets and drivés whether now existing or constructed
in the future, located thereon. In addition, LESSOR hereby grants to LESSEE, its agents,
employees, and contractors, construction easements adjoining all boundary lines of the
Premises of sufficient size and areato allow LESSEE to construct, rebuild, alter, repair and
maintain the Facilities. The right of ingress and egress granted hereby shall constitute a
covenant running with the Premises’and such other real property owned by LESSOR and
shall expire upon the expiration of the Term of this Lease. The right of ingress and egress
granted herebyshallinnowayrestrict LESSORfromimposing reasonablerestrictions,rules
and regulations upon the sidewalks, streets and drives located upon real property owned
by LESSOR So long as reasonable ingress and egress 1Is available as described above,
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LESSOR shall in no way be prohibited from exercising any of its rights to develop, control,
lease, sell, or encumber any of its rights to develop, control, lease, sell, or encumber any
of thereal property owned by LESSOR and vehicular access from and between the Leased
Premises and any public right-of-way shall be restricted to the streets and drives intended
forvehicularingressand egresswhicharenow or may hereafter beconstructed onthereal

property owned by LESSOR and such vehicular ingress and egress shall be subject to the

reasonable rules and restrictions generally imposed by LESSOR upon all vehicular traffic
utilizingsuch privatestreetsanddrives.

ARTICLE SEVEN
CONSTRUCTION BY LESSEE

Section 7.01. LESSEE TO PAY COSTS. LESSEE will cause the Facilities on the Land
to be developed and constructed at no cost and expense to LESSOR. LESSOR shall have
nofinancial obligation or otherobligation ofany kind under this Lease exceptas specifically
setforthherein.

A. LESSEE shall furnish all supervision, tools, implements, machinery, labor
materials, and accessories such as are necessary and proper for the
construction of the Facilities, shall pay all permit and license fees, and shall
construct, build, and complete the Facilities (including standard furnishings
for each apartment unit) in a good, substantial and worker-like manner all in
accordance with this Lease, the Plans and Specifications, and all documents
executed pursuant hereto and thereto.

B. LESSEEshallhavetherighttoandshall provideforthelocation,construction,
erection, maintenance, and removal of improvements, in any lawful manner,
upon or in the Premises for the purpose of carrying out any of the activities
providedforherein.LESSEEshallhavecontroloftheselectionofconstruction
professionals,constructiondesign,meansand methodsandthefinaldecision
regarding construction of the Facilities, subject to the approval of LESSOR
Representativewhichapprovalshallnotbeunreasonably withheld. ThePlans
and Specifications for the construction of the Facilities and for landscaping
shall be prepared by architects and engineers who are (a) registered in the
State of Texas and (b) approved in writing by the LESSOR Representative.
The Plans and Specifications shall include a description of the standard
furnishingsto be provided by LESSEE for the apartment units in the Facilities.
The Plans and Specifications shall require the written approval of the LESSOR
Representative before any construction or installation. may be undertaken,
which approval shall not be unreasonably withheld. Prior to issuing an
approval of the Plans and Specifications (or any Remodeling Plans), the
LESSOR Representative shall provide the Plans and Specifications (or the
Remodeling Plans)to LESSOR’S Office of Facilities Planning and Construction
(*OFPC”)forreview and recommendations, and the LESSOR Representative
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shall consult with representatives of OFPC concerning any such
recommendations,providedthatLESSORRepresentative’sapprovalshallnot
beunreasonablydelayed.Allconstruction, alteration,renovation oradditions
to the Premises undertaken by the LESSEE shall be in conformance with ail
applicable codes, rules and regulations, including amendments thereto.
LESSEE shall havetherighttocontestanysuch codesforreasonablegrounds
by ordinary and proper procedures.

LESSEE shall submitto the LESSOR Representative for review all changes in
work and materials in the Plans and Specifications and note in writing any
required changes or corrections thereto no later than five(5) business days
after receipt of the Plans and Specifications. Minor changes in work or
materials, not affecting the general character of the Facilities may be made
in the Plans and Specifications at any time without the approval of LESSOR
Representative, but a copy of the altered Plans and Specifications shall
promptly be furnished to the LESSOR Representative.

After completion of the Facilities, at least one hundred twenty (120) days

prior to undertaking any material structural alteration, renovation, or
remodeling of the Facilities (“Remodeling”) during the Term, LESSEE shall

submitplans forsuch Remodeling (the“Remodeling Plans”)to the LESSORfor
approval, which approval shall not be unreasonably withheld. LESSOR shall
either approve or disapprove any such Remodeling Plans within sixty (60)
days after receipt of such plans from LESSEE. If LESSOR fails to respond

within such sixty (60) day period, it shall be deemed that LESSOR approves
any such Remodeling in accordance with the Remodeling Plans submitted by
LESSEE.

Subject to Force Majeure, LESSEE covenants that LESSEE shall substantially
complete construction of the Facilities on or before '
199____, with all units ready for occupancy.

Prior to Commencement of Construction, (or, after completion of the
Facilities, prior to undertaking any Remodeling of the Facilities), (1) LESSEE
shall deliver to the LESSOR Representative a copy of the signed contract
between the LESSEE and the general contractor for construction of the
Facilities (“Construction Contract”) or any contract between the LESSEE and
the general contractor for Remodeling of the Facilities, as applicable; and (2)
LESSEE shall provide payment and performance bonds in an amount equal to
the contract price set forth in the Construction Contract or the contract for
Remodeling,asapplicable.

The LESSOR Representative shall have the right to review and approve all
payment bonds and performance bonds for work to be done pursuant to the
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Plans and Specifications or theRemodeling Plans and shall note in writing any
required changes or corrections within five (5) business days after receipt
thereof.

LESSEEshall,uponwrittenrequest of LESSOR Representative, make,insuch
detail as may reasonably berequired and forward to LESSOR Representative,
reportsinwriting as tothe actual progress of the construction or Remodeling
oftheFacilities. During such period, the work shall be subject to inspection
by the LESSOR'’S Representative and by authorized personnel of UTPB and
LESSOR’S Office of Facilities Planning and Construction in order to verify
reports of construction, determine compliance with safety, fire and building
codes and determine compliance with approved Plans and Specifications or
Remodeling Plans or such other inspections as may be necessary in the
reasonableopinionoftheLESSORRepresentative.

LESSEE shall beresponsible for obtaining all licenses, patents, registered or
copyrighted machines, materials, methods, or processes necessary to
construct and operate the Facilities and LESSEE will hold LESSOR free and
harmless from any and all claims arising out of LESSEE'S failure to obtain such
licenses, patents,registered orcopyrighted machines, materials, methods, or
processes.

Before erecting or placing any sign upon the Premises, LESSEE shall submit
the design and specifications of such sign to LESSOR for approval, which

approval shall not be withheld if such signage is consistent with UTPB’s
current signage policy or such signage was included in the Plans and

Specifications.

Section 7.02. CONSTRUCTION STANDARDS. Any and all improvements to the
Premisesshallbeconstructed,and any and all alteration,renovation, repair, refurbishment,
or other work with regard thereto shall be performed, in accordance with the following
“ConstructionStandards” (hereinsoreferenced):

A.

All such construction or work shall be performed in a good and worker-like
manner in accordance with good industry practice for the type of work in
question;

Allsuch construction or work shall be done in compliance with all applicable
building codes, ordinances, and other laws or regulations of Governmental
Authorities having jurisdiction (the"Building Regulations”);

No such construction or work shall be commenced until there shall have

been first obtained all licenses, permits, and authorizations, if any, required
by all Governmental Authorities having jurisdiction;
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D. LESSEE shall have obtained and shall maintain in force and effect the
insurance coverage required in Section 12.03 with respect to the type of
construction or work in question;

E. After commencement, such construction or work shall be prosecuted with
duediligence to its completion;

F. All such construction or work shall be performed in accordance with the
Plans and Specifications (or the Remodeling Plans, as applicable) which have
been approved by LESSOR Representative, except as those plans may be
changed in accordance with Section 7,01.C above;

G. LESSEE shall cause all improvements and Alterations to the Premises to be
designed, constructed, maintained, and operated in accordance with (i) the
Americans with Disabilities Act of 1990, Public Law 101-336, and all rules and
regulations promulgated thereunder; (ii) Subchapter D, Chapter 92, Texas
Property Code and all rules and regulations promulgated thereunder,
notwithstanding the applicability of Section 92.152(a), Texas Property Code;
and (iii) the ordinances and codes of the City of Odessa, Texas
notwithstanding the applicability of such ordinances and codes to
construction located on property owned by the State of Texas; and

H. LESSEE shall obtain a building permit from the City of Odessa and shall
cooperate fully with all inspectors and other officials of the City of Odessa
concerning design, construction, maintenance, and operation of all
improvements to the Premises and all Alterations.

Section 7.03. PERSONAL PROPERTY. All Facility Equipment shall be and remain the
property of LESSEE, but shall remain subject to the terms of this Lease. Notwithstanding
anything contained to the contrary in this Lease, LESSOR shall not have and does hereby
expressly waive and relinquish any lien or claim for lien, whether granted by constitution,
statute, rule of law, or contract relating to the Facility Equipment, whether located in or
about the Premises, or otherwise, for any purpose whatsoever, including securing the
payment of Rent.

ARTICLE EIGHT
ENCUMBRANCES

[ARTICLE EIGHT ON ENCUMBRANCES WILL NEED TO BE
EDITED TO CONFORM TO THE REQUIREMENTS
APPROPRIATE TO THE FORM OF DEBT, IF ANY, INCURRED
BY LESSOR TO FUND CONSTRUCTION OF THE- FACIUTIES ]
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Section 8.01. MORTGAGE Of LEASEHOLD. At any time and from time to time,
LESSEE may mortgage, grant alienupon, and asecurity interestin (and assign as collateral)
LESSEE’S leasehold estate in the Premises and LESSEE’S other rights hereunder to a
Permitted Mortgagee (as defined in this Section 8.01) without the prior consent of LESSOR
by the creation or execution of contractual liens, deeds of trusts, mortgages, assignments
or similar instruments (individually, a“ Permitted Mortgage” and collectively, the “ Permitted
Mortgages”); provided (a) the debt secured by any Permitted Mortgage is used for the
operation, maintenance, repair, construction, or replacement of the Premises, (b) the debt
secured by any Permitted Mortgage is used for the payment of sums due under this Lease
or otherwise owed to LESSOR, or (c) the debt secured by any Permitted Mortgage is used
by the LESSEE to repay the debt secured by prior Permitted Mortgages and other amounts
advanced by (or indemnification payments owed to) the Permitted Mortgagee pursuant to
the Permitted Mortgage and related to the Facilities. LESSOR recognizes and agrees that
the mortgages or deeds of trust described in Exhibit “D” shall constitute Permitted
Mortgages.LESSORalsorecognizesandagreesthatPermitted Mortgageesshallincludethe
beneficiaries (and such beneficiaries’ successors and assigns) under the Permitted
Mortgages described in Exhibit “D” and any purchaser at a Foreclosure of any such
Permitted Mortgage. Except as specified in the preceding sentence, the term “Permitted
Mortgagee” as used in this Lease shall mean a holder or beneficiary of a Permitted
Mortgage, and shall be limited to a savings bank, savings and loan association, commercial
bank, trust company, credit union, insurance company, college, university, state or local
governmental authority, real estate investment trust, pension fund, and other lenders of
substance that have assets in excess of fifty million dollars ($50,000,000) at the time the
Permitted Mortgage loan is made.

Section 8.02. PERMITTED MORTGAGE PROVISIONS. Every Permitted Mortgagee
towhom LESSEE shall grantamortgage, pledge, lien or other encumbrance upon LESSEE’s
leasehold estate hereunder must expressly agree in the loan documents that, subject to
the rights of the Permitted Mortgagees provided by this Lease, (i) such mortgage, pledge,
lien or other encumbrance upon LESSEE’S leasehold estate hereunder is second, inferior
and subordinate to the rights of LESSOR in and to the Land and the Facilities pursuant to
theterms of this Lease; (ii) the Permitted Mortgagee shall not exercise any of ‘its remedies
under such loan documents, including acceleration of the maturity of the indebtedness
thereunder, for any default or defaults of LESSEE under such loan documents or in
connection with such loan, without first advising the LESSOR in the manner provided in
Section 22.03 hereof; (iii) such Permitted Mortgagee will accept a cure by the LESSOR of
any such default under such loan documents which is capable of being cured, except that
LESSOR shall notberequiredto cure any such default and LESSOR shall have acure period
which shall commence upon Notice to LESSOR of such default and shall be equal in length
to the applicable cure period, if any, as provided to LESSEE in such loan documents; and
(iv) all payments so made and all things so done or performed by LESSOR shall be as
effective to prevent an acceleration of the maturity of theindebtedness, the foreclosure of
any lienssecuring payment thereof orthe exercise of any other remedies by such Permitted
Mortgagee upon default by LESSEE thereunder as the same would have been if paid, done
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or performed by LESSEE instead of by LESSOR. LESSOR shall not be or become liable to
any such Permitted Mortgagee as a result of the right and option to cure any such default
or defaults by LESSEE.

Section 8.03. MORTGAGEE PROTECTIVE PROVISIONS. LESSOR hereby agrees to
the following for the benefit of any Permitted Mortgagee, provided that written notice of
such Permitted Mortgagee’s name and mailing address is either set forth in Section 22.03
hereof or given to LESSOR and LESSEE.

A.

LESSORshallnotterminatethis Lease (or LESSEE’Srights hereunder)forany
Event of Default without first advising such Permitted Mortgagee, in writing,
of such Event of Default and permitting such Permitted Mortgagee to cure
such Event of Default on behalf of LESSEE within sixty (60) days after LESSOR
has given Notice to such Permitted Mortgagee; provided that if, during such
sixty (60) day period, Permitted Mortgagee takes action to cure such Event
of Default but is unable, by reason of the nature of the remedial action
involved, to cure such Event of Default within such period, LESSOR shall not
terminate this Lease for so long as Permitted Mortgagee continues in good
faith with due diligence and without unnecessary delays to cure such Event
of Default. Further, if any Event of Default is not cured within such sixty (60)
day period, or such longer period as provided in the immediately preceding
sentence, or any extension thereof agreed, to by the LESSOR, and (1) the
Permitted Mortgagee shall have given the Notices necessary to commence
Foreclosure of the liens of its Permitted Mortgage prior to the expiration of
such sixty (60) day period (unless the Permitted Mortgagee is enjoined or
stayedfromgiving such Notices orexercisingitsrightof Foreclosure,inwhich
event such sixty (60) day period shall be extended by the period of such
injunction or stay, but such sixty (60) day period shall not be extended for a
period of time in excess of 270 days), and (2) the purchaser at the
Foreclosure fully cures any Event of Default reasonably susceptible of being
cured by the purchaser at the Foreclosure within sixty (60) days after such
Foreclosure, then LESSOR will not terminate this Lease (or LESSEE’S rights
hereunder)becauseoftheoccurrenceofsuch Eventof Default provided that
Foreclosure is diligently prosecuted. LESSOR shall accept amounts paid or
actions taken by or on behalf of any Permitted Mortgagee to cure any Event
of Default. Nothing under this Section 8.03.A shall be construed to obligate
a Permitted Mortgagee to either cure any Event of Default or Foreclose the
liens and security interests under its Permitted Mortgage as aconsequence
of an Event of Default or Incipient Default, regardless of whether such Event
of Default or Incipient Default is subsequently cured. If the Permitted
Mortgagee or the purchaser at Foreclosure cures all defaults reasonably
susceptible of being cured by such Permitted Mortgagee or purchaser, then
all other defaults shall no longer be deemed to be defaults hereunder.
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Those Events of Default, which by their very nature, may not be cured by the

Permitted Mortgagee (as, for example, the bankruptcy of LESSEE) shall not
constitutegrouadsofenforcementofrights,recourse,orremedieshereunder
by LESSOR includingterminationofthis Lease,ifaPermitted Mortgageeeither
before or after a Foreclosure of its Permitted Mortgage (1) makes all

paymentsandperformsallobligationshereundercapableofbeingperformed
by the Permitted Mortgagee and (2) thereafter continues to comply with

those provisions of this Lease with which, by their very nature, the Permitted
Mortgagee may comply. Notwithstanding anything to the contrary contained
in this Lease, the Permitted Mortgagee shall not be responsible for or
obligatedto cureany Event of Defaultor Incipient Default of LESSEE for which

the Permitted Mortgagee was not provided written Notice within 30 days

from the occurrence of such Event ofDefault or Incipient Default (as the case
may be).

If a Permitted Mortgagee enforces the rights and remedies pursuant to the
terms of its Permitted Mortgage (including Foreclosure of any liens or security
interests encumbering the estates and rights of LESSEE under this Lease) such
enforcement shall not constitute an Event of Default or an incipient Default
by LESSEE hereunder.

In the event a Permitted Mortgagee should Foreclose the liens and security
interests of its Permitted Mortgage and should, as a result of such

Foreclosure,succeedtotherightsof LESSEEhereunder,thensuch Permitted
Mortgagee shall be subject to all the terms and conditions of this Lease and
shall be entitled to all rights and benefits of this Lease; provided, however,
that (1) such Permitted Mortgagee shall not be liable for any act or omission
of LESSEE; (2) such Permitted Mortgagee shall not be subject to any offsets
or defenses which LESSOR has or might have against LESSEE; (3) such

Permitted Mortgagee shall not be bound by any amendment, modification,

alteration, approval, consent, surrender, or waiver under the terms of this

Lease made without the prior written consent of such Permitted Mortgagee;
and (4)upon the written request of such Permitted Mortgagee, LESSOR shall
reaffirm, in writing, the validity of this Lease, and that this Leaseis in full force
and effect. LESSOR acknowledges and agrees for itself and its successors

and assigns that this Lease does not constitute a waiver by any such

Permitted Mortgagee of any of its rights under any Permitted Mortgage or in
any way release LESSEE from its obligations to comply with the terms,

provisions,conditions,representations,warranties,agreementsorclausesof
such Permitted Mortgage or any other such security interest.

LESSORwillnotagreetoamodification, alteration,amendment ortherelease
or surrender of this Lease without the prior written consent of any Permitted
Mortgagees.
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F. In the event of the termination of this Lease prior to the Expiration Date,
except by a Taking pursuant to Article Seventeen hereof, LESSOR will serve
upon any Permitted Mortgagees written Notice that this Lease has been
terminated together with a statement of any and all sums which would have
at that time been due under the Lease but for such termination and of 3|
other Events of Default or incipient Defaults, if any, under this Lease then
known to LESSOR whereupon the Permitted Mortgagee holding the most
senior Permitted Mortgage shall have the option to obtain anew lease of the
Premises by giving Notice to LESSOR to such effect within sixty (60) days
after receipt by such Permitted Mortgagee of Notice of such termination,
which new lease shall be (1) effective as of the date of termination of this
Lease, (2) for the remainder of the Term, and (3) at the same Rent and upon
all of the agreements, terms, covenants and conditions hereof. Upon the
execution of such new lease, the lessee named therein shall pay any and all
sums which at the time of the execution thereof would be due under this
Lease but for such termination and shall, pay all unpaid expenses, including
reasonable attorney’s fees, court costs and disbursements incurred by
LESSOR in connection with the Event of Default and such termination, the
recovery of possession of the Premises and the preparation, execution and
delivery of such new lease.

G. All' Notices required to be given hereunder by LESSOR to LESSEE shall also be
given concurrently to each Permitted Mortgagee, at the address designated
in writing to LESSOR, or as set forth in Section 22.03 hereof.

H. The Permitted Mortgagee or any other Person succeeding to the interests of
LESSEE hereunder through a Foreclosure shall be subject to all of the terms
and conditions of this Lease except as otherwise expressly provided for
herein.

L The liability of the Permitted Mortgagee under the Lease shall be limited to
the period during which the Permitted Mortgagee may own the interest of
the LESSEE hereunder. Upon the Permitted Mortgagee's assignment or
transfer of its rights and interests in and to the Lease to a third party, the
Permitted Mortgagee shall have no further liability for any obligations arising
after such transfer date, which liability shall be borne by the assignee or
transferee.

ARTICLE NIN
MAINTENANCE AND REPAIR

Section 9.01. UTILITIES. LESSEE shall pay or cause to be paid any and all charges,
including any connection fees, for water, heat,. gas, electricity, sewers, trash removal and
disposal, and any and all other utilities used on the Premises throughout the Term.
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Section 9.02. USE OF AND REPAIRS TO PREMISES. Throughout the Term of the
Lease, LESSEE shall keep all improvements hereafter situated upon the Land in good and
safe condition and in reasonable repair, with normal wear and tear, damage caused by
casualty,condemnation,renovationand ForceMajeureexcepted,and LESSEEshallconform
to and comply with all applicable ordinances, regulations and laws of all Governmental
Authorities as the same may be enforced.

Section 9.03. CONDITION OF PREMISES. LESSEE shall maintain the Premises in a
safe, clean, neat and sanitary condition, attractive in appearance, normal wear and tear,
damage caused by casualty or condemnation, temporary destruction for renovation and
Force Majeure excepted. LESSOR shall havetheright, but notthe obligation, atreasonable
times to make inspections of the Premises.

Section 9.04. INSPECTION. LESSOR, at LESSOR’S option, shall cause to be made
an annual inspection of the Premises to ascertain the quality of maintenance being
observed by LESSEE, and shall notify LESSEE in writing within thirty (30) days after the end
of each Academic Year of all items of repair or replacement deemed reasonably necessary
to maintain the Premises in a presentable and operating condition, with a copy of such
Notice being provided to each Permitted Mortgagee entitled to Notices under this Lease.
Upon receipt of said Notice, LESSEE shall undertake reasonable corrective action within
ninety (90) days.

Section 9.05. ALTERATIONS. LESSEE shall have the right, from time to time, to
make additions, alterations and changes (hereinafter sometimes referred to collectively as
“Alterations”) in or to the Facilities (which term shall, when used in this Section 9.05,
include any replacement or substitution therefor), provided that no Event of Default (as
defined herein) shall exist by LESSEE in the performance of any of LESSEE’s covenants or
agreements in this Lease, subject, however, to the following:

A. Nostructural Alterations oftheoriginal facade or exterior of the Facilities shall
be commenced except after receipt of LESSOR’S written approval of such
Alterations no later than thirty (30) days after receipt of Notice of such
proposed Alterations, which approval LESSOR agrees not to unreasonably
withhold;

B. No Alterations shall be made which would impair the structural soundness
oftheFacilities;

C. No Alterations shallbeundertaken until LESSEE shall have procured and paid
for, so far as the same may be required from time to time, all applicable
permits, licenses and authorizations of all Governmental Authorities having
jurisdiction and all required consents of Permitted Mortgagees having afirst
priority interest in or lien upon the Premises. LESSOR shall join, but without
expense to LESSOR, in the application for such applicable permits, licenses
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or authorizations whenever such action is necessary and is requested by
LESSEE;

D. Any Alterations shall be commenced and completed within areasonable time
(subject to Force Majeure) and in a good and worker-like manner and in
substantialcompliancewithallapplicablepermits,licensesandauthorizations
and buildings laws and with all other applicable laws, ordinances, orders,
rules,regulationsandrequirementsofGovernmental Authorities,asthesame
may be enforced;

E. If any involuntary liens for labor and materials supplied or claimed to have
been supplied to the Premises shall be filed, LESSEE shall pay or bond around
such liens to LESSOR'S reasonable satisfaction or otherwise obtain the release
or discharge thereof at least sixty (60) days prior to the time that any interest
inthe Land and/or Facilities may become subject to forced sale with respect
to suchinvoluntary liens;

F. Workers’ compensation insurance shall be maintained in force covering all
persons employed in connection with the development and construction on
the Premises with respect to whom death or bodily injury claims could be
asserted against LESSOR, LESSEE or the Premises; and

G. LESSEE will upon demand by LESSOR give reasonably satisfactory proof or
assurances to LESSOR that the funds required to pay for the Alterations are
or will be available to LESSEE for such purpose.

Section 9.06. DAMAGE TO IMPROVEMENTS. Subject to the other terms of this
Lease,intheeventany portion of the Facilities is damaged by fire or otherwise, regardless
of the extent of such damage or destruction, within ninety (90) days following the date of
such damage or destruction, LESSEE shall commence the work of repair, reconstruction or
replacement of the damaged or destroyed building or improvement and prosecute the
same with reasonable diligence to completion, so that the Facilities shall, at the sole
expense of LESSEE, be restored to substantially the same size, function and value as the
Facilities existing prior to the damage; provided, however, that if any available insurance
proceeds (after payment of all or any portion of such insurance proceeds towards amounts
owedunderany Permitted Mortgage)areinsufficient,inthereasonablejudgment of LESSEE,
to permit restoration in accordance with the terms of this Lease, or if payment of the
insurance proceeds is contested or not settled promptly for any reason, then the LESSOR
shall grant an appropriate extension of the time for commencing repairs to allow LESSEE to
obtain reasonable replacement financing or to obtain the insurance proceeds. If LESSEE
shall in good faith be unable to (i) obtain reasonable replacement financing to restore the
Facilities to substantially the same size, function, and value as the Facilities existing prior
to the damage or (ii) obtain the insurance proceeds, then LESSEE may terminate this Lease
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by written Notice to LESSOR. Intheevent of termination under this Section 9.06, this Lease
shall terminate ten (10) days after the date of such Notice with the same force and effect
asifsuch date were the date herein fixed for the expiration of the Term, and the Rent shall
be apportioned and paid to the time of such termination. [CONFORM NEXT SENTENCE

WITH REVISED ARTICLE EIGHT] All or any portion of the insurance proceeds payable as
aconsequence of a casualty affecting the Facilities shall be deposited with and disbursed
by the Permitted Mortgagee (holding the Permitted Mortgage with the most senior lien
priority) in accordance with such Permitted Mortgagee’s loan documents or contractual

agreements with LESSEE pending the completion of repairs to the Facilities.

ARTICLE TEN
CERTAIN LIENS PROHIBITED

Section 10.01. NO MECHANICS' LIENS. Except as permitted in Section 10.02
hereof, LESSEE shall not suffer or permit any mechanics’ liens or materialmen’s liens to be
enforced against LESSOR'S Interest nor against LESSEE'S leasehold interest in the Premises
by reason of afailure to pay for any work, labor, services, or materials supplied or claimed
to have been. supplied to LESSEE or to anyone holding the Premises or any part thereof
through or under LESSEE.

Section 10.02. RELEASE OF RECORDED LIENS. If any such mechanics’ liens or
materialmen’s liens shall be recorded against the Premises, LESSEE shall cause the same
to bereleased of record or, in the alternative, if LESSEE in good faith desires to contest the
same, LESSEE shall be privileged to do so, but in such case LESSEE hereby agrees to
indemnify and save LESSOR harmless from all liability for damages occasioned thereby and
shall, in the event of ajudgment of foreclosure on said mechanics’ lien, cause the same to
bedischarged and released prior to the execution of such judgment. In the event LESSOR
reasonably should consider LESSOR’Sinterestendangered by any suchliensand should so
notify LESSEE and each Permitted Mortgagee and LESSEE or any Permitted Mortgagee
should fail to provide adequate security for the payment of such liens, in the form of a
surety bond, cash deposit or cash equivalent, or indemnity agreement reasonably
satisfactory to LESSOR within thirty (30) days after such Notice, then LESSOR, at LESSOR’S
solediscretion, may discharge such liens and recover from LESSEE immediatety as net rent
under this Lease the amounts to be paid, with interest thereon from the date paid by
LESSOR until repaid by LESSEE at the rate of ten percent (10%) per annum.

Section 10.03. MEMORANDUM RECITALS. The Memorandum of Ground Lease to
be filed pursuant to Section 22.05 of this Lease shall state that any third party entering into
a contract with LESSEE for improvements to be located on the Land, or any other party
under said third party, shall be on notice that LESSOR shall have no liability for satisfaction
of any claims of any nature in any way arising out of a contract with LESSEE.
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ARTICLE _ELEVEN
OPERATION AND MANAGEMENT_OF FACILITIES

Section 11 .01. MANAGEMENT AGREEMENTS. LESSEE shall be responsible for the
operation of the Premises. LESSEE shall enter into a Management Agreement, satisfactory
to the Committee, with a manager (“Manager”) approved by the Committee. LESSOR and
LESSEE agree to enter into aManagement Agreement under which LESSOR shall serve as
the initial Manager of the Premises and LESSOR and LESSEE agree to the selection of
subsequent Managers in accordance with the procedures set out in Section 11.02.D. The
Management Agreement shall provide for the operation of the Premises without cost or
expenseto LESSORinconformity with all applicablelaws andrules,regulationsand policies
of LESSOR applicable to all housing projects on UTPB’s campus. The Management
Agreement shall provide that (a) all candidates for employment as on-site managers shall
beinterviewed by arepresentative of LESSEE and by the Chief Business Officer and the Vice
President for Student Services at UTPB prior to hiring any such on-site manager, (b) LESSEE
canrequirethe Manager to reassign any of Manager’s employees if LESSOR so requests in
writing, provided that such requests shall be on the grounds that such employee is not
performingthejob,and (c)the Manager shall consider University students when hiring staff
at the Premises.

Section 11.02. ADVISORY COMMITTEE.

A. The Annual Budget, the selection of the Manager, and the policies and operating
procedures governing the Assigned Occupants, shall be subject to review and approval by
the Advisory Committee composed of representatives of LESSOR and LESSEE (the
“Committee”). The Committee shall at all times consist of six (6) members, three (3) of
whom shall be selected by LESSOR Representative, and three (3) of whom shall be selected
by LESSEE. LESSOR and LESSEE may appoint an alternate for each member appointed by
it to the Committee who shall have all of the powers of the Committee member in the
event of an absence or inability to serve. LESSOR and LESSEE shall notify the other in
writing with respect to the name and address of the persons appointed by each to the
Committee. All such Committee appointments shall be at the pleasure of the LESSOR or
LESSEE making such appointment. The Committee members of each LESSOR and LESSEE
shall be entitled to deal with the Committee members appointed by the other until receipt
of written Notice of the appointment of a substitute or successor for such duly appointed
Committee member. The Chief Business Officer and the Vice President for Student
Services shall either serve on the Committee or designate delegates to represent them on
the Committee as representatives of the LESSOR

B. The Committee shall meet at least once each quarter at the Premises or at such
other location as may be approved by the Committee, (unless such meeting shall be
waived by all members thereof) or upon the call of any three (3) members upon five (5)
business days’ Notice to all members by telephone or telecopy. An agenda for each
meeting shall be prepared in advance by the LESSOR and LESSEE in consultation with each
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other, and each member of the Committee shall receive a copy of the agenda prior to the
scheduled time of the meeting. Four (4) members of the Committee shall constitute a
quorum provided at least two members present were appointed by LESSEE and two
members present were appointed by LESSOR. A concurring vote of at least four (4)
members of the Committee shall govern all of its actions. The Committee may act without
a meeting if the action is approved in advance in writing by all of the members of the
Committee. The Committee shall cause written minutes to be prepared of all actions taken
by the Committee and shall deliver a copy thereof to each member of the Committee
within seven (7) days following the close of each meeting.

C. [TO BE EDITED] After completion of construction of the Facilities, LESSEE shall
operate, and cause the Manager to operate, the Facilities under annual budgets
(individually, an “Annual Budget” and collectively, the “Annual Budgets”) which shall be
prepared and submitted by LESSEE to the Committee for approval not later than sixty (60)
days prior to the commencement of each Academic Year. Each Annual Budget shall set
forth (1) the estimated receipts (including Occupancy Rents) and expenditures (capital,
operating, and other) of the Facilities (including the estimated insurance premiums for the
Premises), (2) the Reserve Amounts for the period covered thereby,, and (3) the Occupancy
Rents to be charged for the units in the Facilities (subject to the limitations in Section
15.03.A hereof). Each Annual Budget shall be in such detail as the Committee may
reasonablyrequire. If at any time during an Academic Year the amounts set forth in an
Annual Budget require adjustment, LESSEE shall submit a revised annual budget to the
Committee for approval in accordance with this Section 11.02.

D. If the Committee is unable to reach a decision regarding an Annual Budget
(including the Occupancy Rents), then LESSEE shall resolve the deadlock by casting the
decidingvote. ifthe Committeeis unabletoreach adecisionregarding the approval of the
Person (other than LESSOR) proposed by LESSEE to be Manager (provided the members
appointed by LESSOR have acted reasonably and in good faith), then LESSEE shall propose
at least two other responsible Persons to manage the Premises. The Committee shall
select one such Person to manage the Premises. If the Committee is unable to agree on
thepoliciesand procedures governingthe Assigned Occupants,then LESSORshallresolve
the deadlock by casting the deciding vote.

E. The Committee may, by resolution, delegate its powers, but not its
responsibilities, to employees of either LESSOR or LESSEE or to any other Person.

Section 11.03. BOORS AND RECORDS. The LESSEE shall keep, or cause to be kept,
accurate,fullandcompletebooksandaccounts showingexclusivelyitsassetsandliabilities,
operations, transactions and thefinancial condition of the Facilities. All financial statements
shall be accurate in all material respects, shall present fairly the financial position and
results of the Facilities’ operations and shall be prepared in accordance with generally
accepted accounting principles consistently applied. The books, accounts and records of
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the Facilities shall be maintained at the principal office of LESSEE, or if LESSEE so directs, at
the principal office of Manager.

Section 11.04. PROMOTION OF FACILITIES. UTPB hereby agrees that it shall
cooperate with LESSEE to promote the use of the Facilities by students, faculty, and staff
of UTPB as described more fully in Section 15.04, and shall take no action which could
have an unreasonably adverse impact upon the use or operation of the Facilities. LESSEE
agrees it will not use the name, logo, or seal of LESSOR or UTPB without prior written
permissionofLESSORRepresentative.

Section 11.05. AUDITS. LESSOR may, at its option and at its own expense, and
during customary business hours, conduct internal audits of the books, records and
accounts of the Facilities. Audits may be made on either a continuous or a periodic basis
or both, and may be conducted by employees of LESSOR, or by independent auditors
retained by the LESSOR, but any and all such audits shall be conducted without materially
or unreasonably or unnecessarily interrupting or interfering with the normal conduct of
business affairs by the LESSEE.

Section 11.06. SECURITY SERVICES. UTPB shall have the right, but not the
obligation, to provide such security services in and around the Premises that UTPB
considers necessary and reasonable taking into consideration the number of occupants of
the Premises and the degree of security services required or provided at similar projects
located upon campuses which are a part of The University of Texas System. Such security
services, if any, shall be provided subject to the jurisdictional limitations of the campus
police as peace officers under Texas law and policies of the Board of Regents of The
University of Texas System. Should UTPB elect to provide such security services, LESSEE’'s
Manager shall pay to UTPB the LESSEE’S reasonable allocable share of the cost to UTPB of
providingsuchsecurityservices,andthepaymentsforsecurityservicesshallbeanexpense
of operating the Premises, provided that LESSEE’S share of such costs shall not exceed the
reasonable and customary costs LESSEE would incur if similar security services were
provided by an independent third party for typical multi-unit apartment projects similar to
the Premises located in the City of Odessa, Texas. UTPB may requirethatpersonsdesiring
to park vehicles on the Premises must obtain a UTPB campus parking permit.

ARTICLE TWELVE
INSURANCE AND INDEMNIFICATION

Section 12.01. INDEMNITY. LESSEE shall indemnify and hold harmless LESSOR and
its successors (the “Indemnified Parties”), from all claims, suits, actions and proceedings
(“Claims”) whatsoever which may be brought or instituted on account of or growing out of
any and all injuries or damages, including death, to persons or property relating to the use
or occupancy of the Premises (including without limitation the construction, maintenance
or operation of the Facilities), and all losses, costs, penalties, damages and expenses,
including but not limited to attorneys’ fees and other costs of defending against,
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investigating and settling the Claims; provided, however, that the indemnity shall not apply
with respectto Claims arising from injuries or damages caused by the negligence or willful
misconduct of LESSOR, its agents or employees. LESSEE shall assume on behalf of the
Indemnified Parties and conduct with reasonable diligence and in good faith the defense
of all Claims against the indemnified Parties, whether or not LESSEE is joined therein;
provided, however,withoutotherwiserelieving LESSEE ofits obligations underthis Lease,
the Indemnified Parties, at their election and upon Notice to LESSEE, may, at their sole cost
and expense, defend or participate in the defense of any or all of the Claims with attorneys
andrepresentativesoftheirownchoosing. Maintenanceoftheinsurancereferredtointhis
Lease shall not affect LESSEE’s obligations under this Section 12.01 and the limits of such
insurance shall notconstitutealimiton LESSEE’s liability under this Section 12.01; provided,
however, that LESSEE shall berelieved of its aforesaid obligation of indemnity to the extent
and only to the extent of the amount actually recovered from one or more of the insurance
carriers of LESSEE (or recovered in respectof any insurance carried by LESSOR) and either
(i) paid to LESSOR or (ii) paid for LESSOR'’s benefit in reduction of any liability, penalty,
damage, expense or charge imposed upon LESSOR in connection with the Claims. LESSOR
covenants and agrees that LESSEE shall have theright to contest the validity of any and all
such Claims of any kind or character and by whomsoever claimed, in the name of LESSEE
or LESSOR, as LESSEE may deem appropriate, provided that the expenses thereof shall be
paid by LESSEE, or LESSEE shall cause the same to be paid by its insurer.

Section 12.02. LESSOR NOT LIABLE. LESSOR shall not be liable for any damage to
either persons or property sustained by LESSEE or other persons and caused by any act or
omission of any occupant of the Facilities, except to the extent provided by the Texas Tort
Claims Act.

Section 12.03. INSURANCE. LESSEE shall at all appropriate times maintain, with
respecttothePremises,forthedurationofthisLeaseandany extensionsthereof,insurance
issued by a company or companies qualified, permitted or admitted to do business in the
State of Texas with a Best rating of A+ Class XlI or higher, in the following types and
amounts:

TYPE: AMOUNT:

(1) ComprehensiveGeneral Combined Single Limit
(Public) Liability - to for Bodily Injury and
includecoverageforthe Property Damage in an
following where the amount acceptable to the
exposure  exists: LESSOR Representative,

not to exceed $2,500,000.
(A) Premises/Operations
(B) IndependentContractors

(C)  Products/Completed Operations
(D)  Personallnjury
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2)

3)

4)

(5)

(E) ContractualLiability
(F) Explosion, collapse and underground property damage

Property insurance-for Coveragebeingfor
physical damage to the 100% of the replacement
property of the LESSEE costofthe Facilities

includingimprovements
and betterments to the

Land.

Builder'sRiskIinsurance Coverage being for 100%
- all risk of physical of the replacement

loss during term of the costoftheFacilities.

Construction Contract
and until the Facilities
are substantially completed.

Rental Abatement Insurance, to be provided for aminimum of twelve months
or until completion of repairs and renovation of the damages or defects
causing the abatement, whichever period is shorter.

Automobile Liability insurance Not less than (a) $100,000
-for injury, death or damage caused forinjuries or death to one
by vehicles during the term of the person; (b) $300,000 for

Construction Contract and until the injuries or death arising out
Facilities aresubstantially completed of thesameacoddentinvolving

more than one person; and
(c) $50,000 in respect of
property damage

In addition to the required insurance coverage described above in this section,
Workers’ Compensation Insurance shall be maintained in force, as required by the laws of
the State of Texas, covering all persons employed inconnection with the development or
construction ofimprovements on the Premises, or in the operation and maintenance of the

Premises, with respect to whom death or bodily injury claims could be asserted against
LESSOR, LESSEE, or the Premises.

Section 12.04. LESSOR ADDITIONAL INSURED. LESSEE agrees that with respect to
theaboverequiredinsurance, LESSOR shall:

A.

Be named on the Property Insurance. policy and Comprehensive General
Liability policy as additional insured/or an insured, as its interest may appear
(as long as being so named as a named insured on the Comprehensive
General Liability Policy does notjeopardizethevalidity of such policy or cause

23




an unreasonable increase in the cost thereof). LESSOR agrees to promptly
endorseinsurancechecksorotherwisereleaseinsuranceproceeds,provided
no Event of Default is continuing hereunder. [CONFORM NEXT SENTENCE
WITH REVISED ARTICLE EIGHT] LESSOR shall, regardless of the existence
of an Event of Default, promptly endorse insurance checks or otherwise
release insurance proceeds payable to (or to be held by) a Permitted
Mortgagee in accordance with its Permitted Mortgage.

B. Be provided with sixty (60) days’ advance Notice, in writing, of cancellation
or material change in coverage. If any insurance policy provides that the
insurer will give such Notice, then LESSEE shall not be obligated to do so with
respectto such policy.

C. Be provided with Certificates of Insurance evidencing the above required
insurance atthetime the policies arerequired to be obtained and thereafter
with certificates evidencing renewals or replacements of said policies of
insurance at least thirty (30) days prior to the expiration or cancellation of any
suchpolicies.

Section 12.05. ADDITIONAL INSURANCE. LESSOR shall review LESSEE'’S required
insurance as stated herein at the time of renewal of the said policies or at the time of a
material change, and LESSOR reserves the right to require reasonable additional limits or
coverages. LESSEE agrees to comply with any such reasonable request by LESSOR

Section 12.06. BLANKET POLICIES. If any blanket general insurance policy of LESSEE
complies with the requirements of this Article Twelve, such insurance shall fulfill the
requirementssetforthherein. Theinsurance coverages specified inthis ARTICLE Xl shall
not be limited by any annual aggregate loss limit at any other location owned, leased, or
operated by LESSEE. At the request of LESSEE, any Permitted Mortgagee may be named
as an insured or an additional insured on any policies as its interest may appear.

Section 12.07. CONTRIBUTORY ACTS. Whenever in this Lease any party is
obligated to pay an amount or perform an act because of its negligence or willful
misconduct (or that of its agents, employees, contractors, guests, or invitees), such
obligations shall be mitigated to the extent of any contributory negligence or willful
misconduct of the other party (or that of its agents, employees, contractors, guests, or

invitees),and in any disputes damages shall be apportioned based on the relative amounts
of such negligence or willful misconduct.
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ARTICLE THIRTEEN
TERMINATION. DEFAULT AND REMEDIES

Section 13.01. EVENTS OF DEFAULT BY LESSEE. Any one of the following events
shall be deemed to be an “Event of Default” by LESSEE under this lease:

A.

'LESSEE shall fail to pay any sum required to be paid under the terms and

provisions of this lease and such failure shall not be cured within thirty (30)
days after receipt of written Notice from LESSOR of such failure.

The Taking by execution of LESSEES leasehold estate for the benefit of any
Person other than a Permitted Mortgagee or purchaser. at a Foreclosure.
[CONFORM WITH REVISED ARTICLE EIGHT]

LESSEE shall fail to perform any other covenant or agreement, other than the
payment of money, to be performed by LESSEE under the terms and

provisions of this lease and such failure shall not be cured within sixty (60)

days afterreceipt of written Noticefrom LESSOR of such failure; provided that
if, during such sixty (60) day period, LESSEE takes action to cure such failure
but is unable, by reason of the nature of the work involved, to cure such

failure within such period and continues such work thereafter diligently and
without unnecessary delays, such failure shall not constitute an Event of
Default hereunder until the expiration of such additional time following such
sixty (60) day period as may be reasonably necessary to complete the cure

of such failure.

Thefiling of apetition for relief against LESSEE, as debtor, under the Federal
Bankruptcy Code, as now or hereafter constituted, or any other applicable

federal or state law of similar import, or the entry of a decree or order by a
courthavingjurisdiction overthe Premises appointingacustodian, receiver,
liquidator, assignee, trustee, sequestrator, or other similar official of or for
LESSEE or any substantial part of the properties of LESSEE or ordering the
winding up or liquidation of the affairs of LESSEE, and the continuance of any
such decree or order unstayed and in effect for a period of ninety (90)

consecutivedays.

The commencement by LESSEE of a voluntary case under the Federal
Bankruptcy Code, as now or hereafter constituted, or any other applicable
federal or state law of similar import, or the consent or acquiescence by
LESSEE to the commencement of a case under such Code or law or to the
appointment of or taking possession by a custodian, receiver, liquidator,
assignee,trustee,sequestrator,orothersimilarofficial of orfor LESSEE or any
substantial part of the properties of the LESSEE.
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Section 13.02. RIGHT TO EXPEL. The Permitted Mortgagee shall have the right to
expel LESSEE upon the occurrence of an Event of Default and assume the position of
LESSEEwith all rights and duties under this Lease. [CONFORM WITH REVISED ARTICLE
EIGHT]

Section 13.03. LESSOR’S RIGHTS UPON DEFAULT. [CONFORM WITH REVISED
ARTICLE EIGHT] Subjecttotherights of the Permitted Mortgagees under Article Eight and
Section 13.02, upon the occurrence and during the continuance of an Event of Default,
LESSOR may at its option declare this Lease and ‘all rights and interests created by it to be
terminated, may seek any and all damages occasioned by the Event of Default, or may seek
any other remedies available at law or in equity.

Section 13.04. RIGHT TO RELET PREMISES. Upon LESSOR’S exercise of the election
to terminate this Lease, LESSOR may take possession of the Premises and relet the same
for theremainder of the Term upon such terms as LESSOR is able to obtain for the account
of LESSEE, who shall make good any deficiency as such occurs. Any termination of this
Lease as herein provided shall not relieve LESSEE from the payment of any sum or sums
that shall then be due and payable to LESSOR hereunder, or any claim for damages then
or theretofore accruing against LESSEE hereunder, and any such termination shall not
prevent LESSOR from enforcing the payment of any such sum or sums or from claiming
damages by any remedy provided for by law, or from recovering damages from LESSEE for
any Event of Default.

Section 13.05. COMPLETION BY PERMITTED MORTGAGEE. [CONFORM WITH
REVISED ARTICLE EIGHT] Except for delays caused by Force Majeure, if (a) the
Commencement of Construction does not occur on or before
_ 199___, or (b) after the Commencement of Construction and prior to the substantial
completion of the Facilities, LESSEE abandons (with no intent to continue) construction of
the Facilities for a period of forty-five (45) consecutive days, then LESSOR may by written
Notice to the Permitted Mortgagee require said Permitted Mortgagee to affirm by written
Notice to LESSOR within thirty (30) days of receipt by said Permitted Mortgagee of such
Noticefrom LESSORthatsuch Permitted Mortgageeintendstouseits besteffortstopursue
applicable remedies which will result in its causing the completion of the Facilities. If said
Permitted Mortgagee fails to give such affirmation or thereafter by written Notice abandons
such intent, the failure of the Commencement of Construction to occur or other ceasing
of such construction for said forty-five (45) day period (as applicable) shall be an “Event of
Default” by LESSEE hereunder and LESSOR may exercise its remedies under this Lease on
account thereof. This provision is in addition to the payment and performance bond
requirements set forthin this Lease.
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ARTICLE FOURTEEN
IMPROVEMENTS

Section 14.01. TITLE TO IMPROVEMENTS. [CONFORM WITH REVISED ARTICLE
EIGHT] Title to the Facilities and the Facilities Equipment shall be vested completely in
LESSEE during the term of this Lease. Upon the termination of this Lease, whether by
expiration of the Term hereof or by reason of default on the part of LESSEE, or for any other
reason whatsoever, the Facilities and any other improvements erected on the Land by
LESSEE during the Term of this Lease, shall merge with the title to the Land, free of any
provisions of Article Eight hereof with respectto therights of Permitted Mortgages (except
that title to the Facilities shall vest in any Permitted Mortgagee who receives a New Lease
pursuant to Section 8.03.F hereof), and free of the rights of tenants under subleases
claiming under or through Lessee (except for purchase money security interests in
equipment and except for trade fixtures and personal property of any sublessees of space
in the Facilities that can be removed without damage to the Facilities). Subject to the
provisions of Section 9.06 and Article Sixteen hereof, LESSEE shalldeliver up the Premises
to LESSOR in reasonably good condition, actual wear and tear excepted. Upon the
termination of this Lease, LESSEE, atLESSOR’srequest, will executearecordableinstrument
evidencing the termination of this Lease and stating the termination date. LESSEE’s rights
to the Premises shall be as set forth in this Lease, including the following:

A. Subject to subparagraph B hereof, to the extent that title to such items has
not already vested in LESSOR, all furniture, fixtures, equipment and
furnishings permanently affixed to the Premises (other than Facility
Equipment) shall become the property of LESSOR upon termination of this
Lease whether such termination be by expiration of the Term or an earlier
termination under any provision of this Lease.

B. LESSEE shall have the right, within forty-five (45) days after the termination
of this Lease, whether such termination be by the expiration of the Term or
an earlier termination under any provision of this Lease, to remove from the
Premises all of the Facility Equipment; provided that, if any of LESSEE'S
property remains in or on the Premises after forty-five (45) days following
termination of this Lease and no renewal agreement has been executed, the
property that remains shall be deemed to have become the property of
LESSOR, and may be disposed of as LESSOR sees fit without liability to
accountto LESSEE for the proceeds of any sale or other disposition thereof.

Section 14.02. LESSOR’S OPTION TO REQUIRE DEMOLITION. LESSOR shall have
the option to require LESSEE to demolish the Facilities and clear the Land of all rubble and
debris at LESSEE’s sole cost and expense upon the occurrence of either (i) the
“Abandonment” (as hereinafter defined) of the Facilities by LESSEE, or (ii) the expiration of
the Term of this Lease, provided that:
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A. LESSORhas notexerciseditsoptionto purchasethe LESSEE’Sinterestinthe
Premises after approval by the Texas Higher Education Coordinating Board,
its successor in function, and any other agency of the State of Texas from
which approval is then required, as provided in Section 14.03; or

B. LESSEE has not donated its interest in the Premises to LESSOR (subject to
LESSOR’S acceptance, after approval by the Texas Higher Education
Coordinating Board, its successor in function and any other agency of the
State of Texas from which approval is then required); or

C. LESSEE and LESSOR have not entered into an extension or arenewal of this
Lease oranamendmentto this Lease uponterms and conditions acceptable
to LESSEE and LESSOR which gives LESSEE the right to lease the Premises for
a period of time beyond the expiration of the Term.

Asused herein,theterm “Abandonment” shall mean (i) LESSEE’s voluntary surrender of the
Premises to LESSOR prior to the expiration of the Term, or any extension or renewal
thereof, which surrender, if there shall then be a Permitted Mortgage, shall have been
consented to by each such Permitted Mortgagee, including any termination of this Lease
by LESSEE pursuant to Section 9.06 hereof or, (ii) LESSEE’s failure to operate the Facilities
as provided under Section 4.01 for aperiod of at least two (2) consecutive years measured
from and after the last date permitted hereby for Commencement of Construction and
disregarding periods of Force Majeure; provided, however, that LESSEE shall not bedeemed
to have Abandoned the Facilities for the purposes of this Section 14.02, if LESSOR shall
have given each Permitted Mortgagee Notice of such Abandonment and thereafter if any
Permitted Mortgagee exercisesitsrightsunder Section8.03hereoftosucceedto LESSEE's
leaseholdinterest created hereunder or to enterinto anew lease of the Premises as if such
Abandonment constituted an Event of Default hereunder.

LESSOR shall give LESSEE and each Permitted Mortgagee written Notice of its
exercise of such option no later than (i) sixty (60) days after the Abandonment of the
Facilities by the LESSEE as hereinabove defined, or (ii) the last day of the Fall Semester
immediately preceding the expiration date of the Term if none of the events specified in
Subparagraphs (A), (B) and (C) have occurred. |f LESSOR fails to give such Notice within
such time periods, LESSOR shall be deemed to have waived its option to have LESSEE
demolish the Facilities. Provided Notice is given within the time periods required hereby,
LESSEE shall demolish the Facilities and clear the Land within ninety (90) days after (x)
receipt of Notice under (i) above, or (y) the expiration of the Term provided Notice was
givenunder (ii)above.

The obligation of LESSEE to demolish the Facilities as set forth in this Section 14.02
constitutes a covenant running with the Premises and shall terminate with respect to

LESSEE, upon the sale, transfer, or assignment of this Lease or any conveyance of the
LESSEE’'S interestin the Facilities. The obligation to demolish the Facilities shall be binding
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upon any transferee, assignee or purchaser of this Lease and LESSEE'S interest in the
Premises.

Section 14.03. LESSOR'S OPTION TO PURCHASE FACIUITIES. LESSOR shall have
the right to purchase LESSEE'S interest in the Premises at any time for an amount
(*Purchase Price”) equal to the then-current balance of LESSEE5 amortized capital
investment in the Premises, which shall be calculated by deducting, from the total original
amount of LESSEE'’S capital investment to finance development of the Premises, the sum
of all payments received by LESSEE that are designated as return of LESSEE’S capital
investment. (Paymentsinreturn of LESSEE’S capital investmentshall bedistinguished from
paymentsreceived by LESSEE asincome from operation of the Premises.) If such purchase
by LESSOR s subject to approval of the Coordinating Board, such approval shall be obtained
prior to the exercise by LESSOR of its purchase option. Such option to purchase must be
exercised by LESSOR by providing written Notice to the LESSEE of LESSOR’S intent to
exercise such option not later than seventy-five (75) days prior to the closing date of such
purchase. At the closing of such purchase LESSOR shall pay the Purchase Price in cash to
LESSEE (except any portion of the Purchase Price to be applied to discharge a Permitted
Mortgage), and LESSEE and LESSOR shall execute, acknowledge and deliver to the other
andtothePermitted Mortgagees suchinstruments of conveyance, bills of sale,assumption
andrelease agreements and other instruments as are reasonably necessary to accomplish
the purchase pursuantto this Section 14.03 (and as are reasonably satisfactory in form and
substanceto the Permitted Mortgagees). This Lease shall terminate upon the closing such
purchase, onthe condition that such termination does not adversely affect therights of any
Permitted Mortgagee under any Permitted Mortgage that survives LESSOR’S purchasein
accordance with this Section 14.03. LESSOR shall have the right at all times to exercise its
rights under this Section 14.03, notwithstanding the fact that LESSOR has received Notice
from LESSEE of an Offer under Section 14.04. In that event, LESSOR shall have the right
to elect either to exercise LESSOR’s Option to Purchase the Facilities or to exercise
LESSOR’s Right of First Refusal to Purchase the Facilities.

Section 14.04. LESSOR’S RIGHT OF FIRST REFUSAL.

A. LESSEE shall not sell all or part of its interest in the Premises, except to any
Person that is a Permitted Assignee, as defined in Section 2.01. In the event LESSEE shall
receive, from athird party (the"Offeror")that is a Permitted Assignee, abonafide offer (the
“Offer”) in writing, signed by the Offeror, and accompanied by a certified or bank cashier’s
check for ten percent (10%) of the purchase price offered as adeposit with respect thereto,
for the purchase for cash, or partly in cash and partly by assumption of or subject to
existing indebtedness, on a date not less than one hundred twenty (120) days, nor more
than one hundred eighty (180) days, from the date of the Offer, of the LESSEE’S entire
interest in the Premises and the Leasehold estate created hereby, then LESSEE shall, if it
wishes to accept the Offer, promptly forward a true copy thereof to the LESSOR
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B. LESSOR shall notify LESSEE in writing, within-thirty (30) days after its receipt of
an Offer, whether the Chancellor of The University of Texas System will recommend that

the Board of Regents of The University of Texas System approve the consummation by
LESSORofthepurchasedescribedinthe Offer. Provided thattheforegoing notice ofintent

to recommend approval is timely given, LESSOR shall, within ninety (90) days after its
receipt of the Offer, notify LESSEE in writing whether LESSOR will recommend the
consummation of the purchase described in theQfferto the Coordinating Board. If LESSOR
determinesthatapproval,bytheCoordinating Boardisnotrequiredunderthen-currentlaw,
LESSOR shall so notify LESSEE and LESSOR may exercise its right of first refusal under this
Section 14.04, notwithstanding any of the provisions herein concerning approval by the
Coordinating Board. If LESSOR fails to provide timely notice as described above in this
Subparagraph B, or if LESSOR notifies LESSEE that LESSOR will not recommend the
consummation of such purchase to the Board of Regents and/or the Coordinating Board,
LESSEE may (subject to-the limitations set forth in Section 18.01 hereof) consummate such
purchase on the same terms and conditions as set forth in the Offer. If LESSOR informs
LESSEE that LESSOR will recommend the consummation of the purchase described in the
Offer to the Coordinating Board, then LESSOR shall submit the Offer to the Coordinating
Board at the Coordinating Board’s next scheduledmeeting. If the Coordinating Board does
not approve LESSOR’S consummation of the purchase described in the Offer at the next
scheduled meeting held by the Coordinating Board, then LESSEE may (subject to the
limitations set forth in Section 18.01 hereof) consummate such purchase on the same
terms and conditions as set forth in the Offer. If the Coordinating Board approves the
consummation of the purchase described in the Offer and if LESSOR does not elect to
consummate the purchase described in the Offer by delivering written Notice thereof
(hereinafter called “Election to Purchase”) to LESSEE no later than ten (10) days after the
Coordinating Board approval is granted, then LESSEE may (subject to the limitations set forth
in Section 18.01 hereof), no later than one hundred-eighty (180) days after the deadline for
delivery of Election to Purchase, consummate such purchase on the same terms and
conditions as set forth in the Offer. If LESSOR elects not to consummate a purchase as set
forth in an Offer, then LESSOR shall (at LESSEE’S request) execute and acknowledge a
certificate indicating the waiver of the right of first refusal with respect to such Offer. If
LESSOR timely exercises its right of first refusal by delivering the Election to Purchase in
accordance with this Section 14.04, then LESSOR shall, within one hundred twenty-five
(125) days after delivery of the Election to Purchase, purchase LESSEE'’S interest in the
Premises and the leasehold estate created hereby in accordance with the terms and
conditions set forth in the Offer. If LESSOR fails to consummate the Offer after delivering
its Election to Purchase, LESSEE shall be entitled to a payment from LESSOR in an amount
equal to three percent (3%) of the purchase price set forth in the Offer as liquidated
damages and shall be entitled to sell LESSEE’s interest in the Premises and assign its
leasehold estate free of LESSOR'’S right of first refusal thereafter at any time prior to the
expiration of eighteen (18) months following the deadline for delivery of the Election to
Purchase. If LESSEE does not consummatesucha conveyance and assignment within such
eighteen (18) month period, then LESSEE may not thereafter convey its interest in the
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Premises and/or assign its leasehold estate without again complying with the provisions of
this Section 14.04.

C. Notwithstanding the foregoing provisions of this Section 14.04, LESSEE shall be
entitled to convey its interests in the Premises and assignitsrights under this Lease to any
Permitted Assignee free of LESSOR’S right of first refusal and without complying with the
requirements of this Section 14.04; however, such Permitted Assignee shall be bound by
the requirements of this Section 14.04 and Section 18.01 regarding an assignment of its
rights under this Lease except for asale to another Permitted Assignee.

Section 14.05. LESSEE'S RIGHT OF FIRST REFUSAL FOR PHASE Il APARTMENT
IMPROVEMENTS.  [THIS SECTION MAY NOT BE NEEDED.] The Right of First Refusal
granted below in this section by LESSOR to LESSEE shall extend only to construction of the
second phase of apartments on the campus of the University; LESSEE'S Right of First Refusal
shall expire and be of no further effect upon that date (the “ROFR Expiration Date”) which
is the earlier to occur of the following three dates: (1) , 19
(2) the date that LESSOR leases additional premises to LESSEE or to another person, in
accordance with this section, for construction of Phase Il Apartments; or (3) the date that
LESSOR enters into a contract for construction of a second phase of apartments at LESSOR'S
own cost and expense, pursuant to Section 14.06. For and in consideration of the sum of
Ten and No/100 Dollars ($10.00) cash in hand paid by the LESSEE to LESSOR, the receipt
and sufficiency of which are hereby acknowledged by LESSOR, LESSOR, for itself, its
successors and assigns, does hereby covenant and agree with LESSEE, that if at any time
and from time to time, prior to the ROFR Expiration Date, LESSOR desires to have one or
more additional apartments (the “Phase Il Apartments”) constructed, at the cost and
expense of any lessee, on atract of real property leased out of the campus of The
University, which shall be subject to alease with such lessee similar to this Lease, LESSOR
shall be obligated to give LESSEE written Notice of such desire specifying therein the “ Date
of Opening of Phase Il Apartments” (which, in no event shall be less than eighteen (18)
months after the date of such Notice) required by LESSOR for such Phase Il Apartments.
Such Notice shall offer to LESSEE the right to obtain alease from LESSOR of the additional
premises on which such Phase Il Apartments are to constructed by LESSEE, which lease
shall be substantially on the same terms and subject to substantially the same provisions
and requirements as this Lease, except as otherwise stated in this Section 14.05, with
LESSOR agreeing to discharge the same obligations with respect to each such additional
apartment as LESSOR is obligated to provide hereunder or under any management
agreement then in effect with respect to the original Facilities. Following receipt of such
written Notice from LESSOR, LESSEE shall have one hundred eighty (180) days within which
to accept LESSOR’'Soffer by giving written Notice ofits acceptance of such offerwithin such
period of time. Thereafter, the lease of the additional premises shall be closed as promptly
as practicable after acceptance by LESSEE. If LESSEE fails to timely exercise such right to
lease the additional premises within the time period stated, LESSOR shall then have the
right, at any time within one hundred eighty (180) days after expiration of such one
hundred eighty (180) day period to lease such additional premises to any other person;

.
J
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however, any leasing of such additional premises after such dae, as well as the leasing of
any additional premises for Phase Il Apartments prior to the ROFR Expiration Date must
again be offered to LESSEE upon said terms and provisions as above stated. Any lease of
an additional premises to LESSEE pursuant to this Section 14.05 (i) shall be for a term of
years commencing no less than twelve (12) months (unless a shorter period shall have
been agreed to by LESSEE) prior to the Date of Opening of Phase Il Apartments constructed
thereon and expiring on the date which is (_calendar
years from the Date of Opening of Phase Il Apartments; and (ii) the provisions of Section
14.03 shall be revised to provide LESSOR the right to purchase the facilities constructed on
such additional premises for apurchase pricedeterminedin accordance with Section 14.03.

Section 14.06. HOUSING CONSTRUCTED BY LESSOR Nothing in Section 14.05
or elsewhere in this Lease shall be construed to restrict or prohibit LESSOR from
undertaking at any time at its own cost and expense the construction of one or more
apartments, dormitories, or other housing on the campus of The University of Texas of the
Permian Badn.

ARTICLE _ FIFTEEN
OCCUPANCY AGREEMENT

Section 15.01. SEMESTER DEFINED. As referenced herein, (a) “Fall Semester” shall
mean the fall academic term of UTPB commencing during the month of August and ending
during the month of December, (b)“Spring Semester” shall mean the spring academic term
of UTPB commencing during the month of January and ending during the month of May,
and (c) “Summer Session” shall mean the summer academic term of UTPB commencing
during the month of June and ending during the month of August. The Fall Semester,
SpringSemester,andSummerSessionarecollectivelyreferredtohereinas“Semesters”and
individually referred to hereinas a“ Semester”.

Section 15.02. REFERRAL OF ON-CAMPUS OCCUPANTS TO THE FACILITIES.
[THIS SECTION MAY REQUIRE REVISION.]

A. Consistent with the obligations of LESSOR and UTPB as agencies of the State
of Texas to market other campus housing projects that may be constructed or acquired
after the date of this Lease and that are owned by UTPB, each Semester, UTPB shall refer

On-Campus Occupants to the Facilities (but not to a specific unit) prior to referring such
occupants to any other housing facility (if any) on the UTPB campus.
B. Notwithstanding the foregoing provisions of this Section 15.02,

1. UTPB shall not be obligated to require any On-Campus Occupant to
lease a unit in the Facilities, and if any On-Campus Occupant rejects
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a referral to the Facilities, then UTPB may refer such occupant to
another housing facility (if any) on the UTPB campus.

2. In the event that UTPB should construct its own on-campus housing
subsequent to the date of this lease, then until al UTPB-owned
housing has achieved a one hundred percent (100%) occupancy rate
for each Fall Semester, or a ninety-five percent (95%) occupancy rate
for each Spring Semester and each Summer Session, UTPB shall have
no obligation to refer to the Facilities any On-Campus Occupants
consisting of freshmen and sophomores under 21 years of age.

C.During each Semester, LESSEE shall periodically notify UTPB of any vacancies that
occur at the Facilities in order to give UTPB an indication of the number of units that will
need to be leased for the immediately succeeding Semester.

Section 15.03. OCCUPANCY RENTS; CAMPUS HOUSING CONTRACTS.

A. The LESSEE shall charge Occupancy Rents to Assigned Occupants for the
Facilities at the rates set forth in the Annual Budget. Notwithstanding anything contained
in this Lease to the contrary, LESSEE shall be entitled to adjust the Occupancy Rents to
reasonably compete with rents (1) charged for other housing projects on UTPB’s campus
(if any), or (2) charged for other comparable housing projects located in Ector County. Any
proposed increase in Occupancy Rents shall be submitted to the Committee as a part of
an Annual Budget or arevised Annual Budget for approval, as set out in Section 11.02.C;
provided, however, that no increasein the Occupancy Rents in excess of five percent (5%)
over the Occupancy Rents charged in the preceding Academic Year shall be effective
without the prior written approval of LESSOR

B. At least forty-five (45) days prior to the commencement of the first Academic
Year during the Term, the Manager shall deliver to the LESSOR Representative, for review
and approval, the form of housing contract (the “Campus Housing Contract”) prepared by
the Manager for execution by all On-Campus Occupants who have been referred to and
will occupy space in the Facilities (the “Assigned Occupants”). The Manager shall be
entitled to amend the form of Campus Housing Contract from time to time, with the prior
writtenapproval ofthe LESSOR Representative.

C. When requested by LESSEE, but only to the extent authorized by applicable laws,
the Rules and Regulations of the Board of Regents of The University of Texas System, and
UTPB’sinstitutional policies, UTPB shall assist LESSEE in collecting Occupancy Rentals and
security deposits owed by the Assigned Occupants pursuant to the Campus Housing
Contracts and shall exercise administrative actions as appropriate to assist LESSEE in such
collections. UTPB shall promptly deposit any Occupancy Rentals and security deposits
which come into its possession in a bank account of LESSEE (or if required by a Permitted
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Mortgagee, in an account with a trustee appointed by such Permitted Mortgagee). Except
as otherwise set forth in this Section 15.03.C, UTPB will have no obligation to LESSEE if any
Assigned Occupant fails to pay the Occupancy Rentals in accordance with the terms of a
Campus Housing Contract. LESSEE shall be entitled to exercise all of its rights and
remedies under the Campus Housing Contracts (or otherwise at law or in equity) against
an Assigned Occupant as a consequence of a breach by such Assigned Occupant of its
Project Housing Contract, and UTPB shall cooperate with LESSEE in enforcing such rights
andremedies.

Section 15.04. PROMOTION OF FACILITIES. LESSOR, consistent with its obligations
as an agency of the State of Texas to market other campus housing projects that may be
constructed or acquired after the date of this lease and that are owned by UTPB, shall
actively promote and market the Facilities as anintegral part of the overall housing program
of LESSOR, as described below in this Section.

A LESSOR, on a one-time basis in connection with the pre-opening of the Facilities,
shall:

1. Provide LESSEE with a convenient space on UTPB campus at no cost
to promote the Facilities to students during UTPB’s Spring Semester
and Summer Session in 199

2. When suitable model units are available, organize an “Open House”
at the Facilities and invite all staff and faculty of UTPB.

B. The LESSOR on an ongoing basis shall:

1. Include information about the Facilities in the UTPB Student Brochure
with a tear-away inquiry card.

2. Forward all eligible on-campus housing inquiries to LESSEE, or to
LESSEE’'s Manager, as directed by LESSEE.

3. Provide LESSEE uponrequest with aroster of On-Campus Occupants,
to the extent same is reasonably available or accessible to UTPB,
which includes, to the extent available and permissible, the first and
last name, classification, age, mailing address and telephone number
of each On-Campus Occupant.

4, Allow LESSEE to use areasonable number of signs, flags and banners
on the campus to market the Facilities, consistent with University
postingpolicy.
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10.

If LESSOR installs atoll-free voice response system, include housing
information/referral on that toll-free voice response system.

Provide tours of the Facilities, in conjunction with LESSEE, for
prospective new occupants vianew student orientation.

Actively promote the Facilities in conjunction withUTPB’s promotional
andrecruitingefforts.

Incorporateinformation about the Facilities in each issue of the UTPB
class schedule and other appropriate University publications, to the
extentconsistentwiththeobligations of LESSORand.UTPBto promote
other campus housing projects (if any) that are owned by UTPB.

Permit all Assigned Occupants to participate in University-sponsored
orientation programs and other similar programs and facilities of UTPB
generally made available to On-Campus Occupants.

Permit the management staff for the Facilities to participate in any
residence staff training programs or other similar programs made
available to the staff of any other UTPB housing facilities.

C. LESSEE shall cooperate in promoting and marketing the Facilities by causing the
following actions to be taken, all at LESSEE’s cost:

1.

Prepare ahousing brochure which reflects the floor plans, amenities
and benefits of the Facilities.

Maintain an on-site leasing office at the Premises.

Prepare four 20" by 30” color, mounted renderings of the Facilities for
use by UTPB. in its promotion and marketing of the Facilities.

Section 15.05. CAMPUS OCCUPANCY REPORTS. Not more than twenty (20) days
after the commencement of each Semester during the Term, LESSEE shall deliver to
LESSOR the Campus Occupancy Report for such Semester, which shall set forth the

following:

A

A reconciliation of all Assigned Occupants for the applicable Semester,
including alisting of the name, age, and priority assignment of each Assigned Occupant,
and a schedule showing the amounts of the prepaid Occupancy Rents and security
deposits received by LESSEE from the Assigned Occupants, the Occupancy Rents to be paid
by the Assigned Occupants for the remainder of the applicable Semester, and such other
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information regarding each Assigned Occupant reasonably requested by LESSOR or the
Permitted Mortgagees; and

B. Such other information or documents as LESSOR (or the Permitted
Mortgagees)shallreasonablyrequestinorderfor LESSOR (and the Permitted Mortgagees)
to certify the eligibility of the Assigned Occupants for assignment to the Facilities.

The LESSOR shall provide to the LESSEE, no later than the thirtieth day after the

commencement of each Semester during the Term, a written certification of the eligibility
of all those Assigned Occupants listed in the Campus Occupancy Report who are eligible
for occupancy in the Facilities and LESSOR shall note any exceptions.

Section 15.06. EXAMINATION AND AUDIT. All of the books and records of the
Facilities relating to the information included in each Campus Occupancy Report (the
“Occupancy Records”) shall be maintained in the administrative office in the Facilities
located on The University’s campus for a period of at least three (3) years after the end of
the Academic Year to which the Occupancy Records pertain. LESSOR, the Permitted
Mortgagees,andtheirrepresentatives shall havetherighttoauditthe Occupancy Records
during business hours at the Facilities for the purpose of confirming the matters set forth
in each Campus Occupancy Report. The cost of such audit shall be borne by the party
requestingtheaudit.

Section 15.07. LEASING TO OTHER PERSONS. Notwithstanding any provisions of
this Lease to the contrary, after the Date of Opening, if the Occupancy Level (hereinafter
defined) of the Facilities falls below eighty-five percent (85%) for two consecutive calendar
months,then LESSEE shall be allowed to lease the unleased units to any Persons, including
Persons other than On-Campus Occupants, provided that preference shall be given to On-
Campus Occupants, and further provided that the term of any lease entered into with a
Person other than an On-Campus Occupant shall be no longer than twelve (12) months
and shall expire in any case on or before the date which is three (3) calendar days prior to
the commencement of the University’s Fall Semester. The rental rates charged to Persons
other than On-Campus Occupants may not be any less than Occupancy Rents being
charged to On-Campus Occupants. As used herein, the term “Occupancy Level” shall refer
to the aggregate number of apartment units in the Facilities (expressed as a percentage of
the total number of apartment units in the Facilities) which are subject to signed Campus
Housing Contracts under which the tenants are currently paying rental in accordance with
the terms of the Campus Housing Contract. If the Occupancy Level should rise to or
exceed eighty-five percent (85%) for two consecutive calendar months during the period
that LESSEE is allowed to lease units to Persons other than On-Campus Occupants, then
at the end of the calendar month during which the Occupancy Level meets or exceeds
eighty-five percent (85%) for the two previous calendar months, the LESSEE must resume
leasing units only to On-Campus Occupants.
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ARTICLE  SIXTEEN
DEFAULT BY LESSOR

Section 16.01. LESSOR DEFAULTS. If LESSOR fails to perform any of the obligations
or covenants of LESSOR under this Lease and such failure is not cured within thirty (30)
days after receipt of written Notice from LESSEE of such failure, then LESSOR shall be
consideredin default under this Lease, and LESSEE shall be entitled to enforce any one or
more of the following rights and remedies:

A LESSEE shall be entitled to cease paying all Rent and other amounts owed to
LESSOR under this Lease;

B. LESSEE shall be entitled to require LESSOR to specifically perform its
obligations under this lease or restrain or enjoin LESSOR from continuing the
activities that constitute the default of LESSOR; and

C. LESSEE shallbeentitled to exerciseall otherrights and remedies availableto
LESSEE under this Lease or otherwise available to LESSEE at law or in equity
asaconsequence of the LESSOR’S default.

Section 16.02. RIGHTS OF LESSEE CUMULATIVE. All rights and remedies of LESSEE

-provided forin this Lease shall be construed and held to be cumulative, and no single right
or remedy shall be exclusive of any other which is consistent with the former. LESSEE shall
have the right to pursue any or all of the rights or remedies set forth herein, as well as any
other consistent remedy or relief which may be available at law or in equity, but which is
notsetforth herein. No waiver by LESSEE of abreach of any of the covenants, conditions
or restrictions of this Lease shall be construed or held to be awaiver of any succeeding or
preceding breach of the same or of any other covenant, condition or restriction herein
contained. The failure of LESSEE to insist in any one or more cases upon the strict
performance of any of the covenants of this Lease, or to exercise any option herein
contained, shall not be construed as awaiver or relinquishment of future beaches of such
covenantoroption.

ARTICLE SEVENTEEN
NDEMNATION

Section 17.01. CONDEMNATION OF ENTIRE PREMISES. Upon the permanent
,Taking of the entire Premises, this Lease shall terminate and expire as of the date of such
Taking, and both LESSEE and LESSOR shall thereupon be released from any liability
thereafteraccruinghereunder. LESSEE and the Permitted Mortgagee shall each receive

Notice of any proceedings relating to a Taking and shall each have the right to participate
therein.
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Section 17.02. PARTIAL CONDEMNATION. Upon a temporary Taking or a Taking
of less than all of the Premises, LESSEE, at its election, may terminate this Lease by giving
LESSOR Notice of its election to terminate at least sixty (60) days prior to the date of such
termination if LESSEEreasonably determinesthatthe Premisescannotbeeconomically and
feasibly used by LESSEE for its intended purposes. Upon any such termination, the Rent
accrued and unpaid hereunder shall be apportioned to the date of termination.

Section 17.03. PAYMENT OF AWARDS. Upon the Taking of all or any portion of
the Premises (a) LESSEE shall be entitled (free of any claim by LESSOR) to the Award for the
value of its interest in the Premises and its rights under this Lease and damages to any of
its other property together with any other compensation or benefits specifically awarded
to LESSEE’S business; and (b) LESSOR shall be entitled (free of any claim by LESSEE) to the
Award forthe value of LESSOR’S Interest (such value to be determined as if this Lease were
in -effect and continuing to encumber LESSOR’S Interest).

Section 17.04. REPAIR AFTER CONDEMNATION. Should a Taking occur that does
not result in termination as provided by Sections 17.01 or 17.02, LESSEE, at its expense,
shall commence and proceed with reasonable diligence to repair or reconstruct the
Facilitiestoacompletearchitecturalunitorunits,includingtemporaryrepairs,changes and
installation required to accommodate Assigned Occupants and all other work incidental to
and in connection with all the foregoing. Any and all such repairs or reconstruction shall
be subject to prior reasonable approval of The University. Notwithstanding the foregoing
provisions of this Section 17.04, if the Award payable as a consequence of a Taking (after
payment of all or any portion of such Award towards amounts owed under any Permitted
Mortgage)isinsufficient,inthereasonablejudgmentof LESSEE, to permitsuchrestoration,
then LESSEE, with the prior written approval of the Permitted Mortgagee a copy of which
approval must be delivered to LESSOR, may terminate this Lease by written Notice to
LESSOR. All or any portion of the Award payable to LESSEE as a consequence of a Taking
affecting the Premises shall be deposited with and disbursed by the Permitted Mortgagee
(holding the Permitted Mortgage with the most senior lien priority) pending the completion
oftherestorationofthePremises. Intheeventoftermination under this Section 17.04, this
Lease shall terminate ten (10) days after the date of such Notice with the same force and
effect as if such date were the date herein fixed for the expiration of the Term, and the
Rent shall be apportioned and paid at the time of such termination.

Section 17.05. APPRAISAL. LESSEE and LESSOR shall each nominate one Person
deemed by them, respectively, to befit, reputable and impartial to appraise and determine
the unresolved matter. The nomination must be in writing and must be given each party
to the other within fifteen (15) days after the aforesaid thirty (30) day period. If only one
party shall so nominate an appraiser within such fifteen (15) day period, the other party
may then nominate an appraiser by written Notice to the other party given within ten (10)
days after its receipt of the nomination of the other party. If only one party shall nominate
an appraiser within the periods referred to above, then that appraiser shall have the power
to act alone, and the appraiser’s decision as to value or such other matters made in
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accordance with the provisions hereof shall be binding on both parties. The two Persons
sonominated and appointed as appraisers by theparties shall berequestedto appraisethe
Facilities or other matter submitted to them within thirty (30) days after the second of them
shall be nominated. If the lower of the two values so determined by them is within ten
percent (10%) less than the higher value, then such two appraisers shall appoint a fit,
reputable and impartial person to be umpire between them, if they can agree upon such
Person. However, if they cannot agree on an umpire within ten (10) days after the
expiration of the aforesaid thirty (30) day period for agreement between them (as
determined ‘in accordance with the terms hereof), then either party may apply to the Chief
District Judgeoftheappropriate United States District Court (or successorjudgeexercising
similar functions) to appoint afit, reputable and impartial Person, who shall then be umpire,
but if such Chief Judge (or successor) shall fail’ or refuse to act within thirty (30) days of
application to such Chief Judge then either party may apply to any court having jurisdiction
for the appointment of such umpire. The appraisers and any umpire shall be members of
The Appraisal institute. The following written decisions shall be conclusive and binding on
the parties: the decision of one appraiser if either party shall fail to appointits appraiser as
hereinabove provided; the decision of the two appraisers prior to appointment of the
umpire; and the decision of a majority of the two appraisers and the umpire. The two
appraisersandumpireshall servetheirwrittendecisionupontheparties heretowithin sixty
(60) days after the selection of such umpire, provided the two appraisers may extend that
period once up to sixty (60) days by joint Notice to the parties hereto. Each party shall
bear the expense of its own appraiser, but the fees and expenses of the umpire shall be
shared equally. In no event shall the appraisers have the right or power to vary the terms
of this Lease. Indeterminingthevalueof LESSEE’SinterestinthePremises,theappraisers
and umpire (if any) shall assume that this Lease is in full force and effect and that LESSOR
isobligatedtocontinueperformingits obligationsunderthis Leasefortheremainder ofthe
Term,including its obligations under Article Fifteen.

ARTICLE EIGHTEEN
ASSIGNMENT, SUBLETTING, AND TRANSFERS OF LESSEE'S INTEREST

Section 18.01. ASSIGNMENT BY LESSEE.
[THIS SECTION MAY REQUIRE REVISION.]

A. At any time after the Date of Opening, LESSEE without the consent of LESSOR
may (i) sell or assign LESSEE’S leasehold estate created by this Lease and the
other rights of LESSEE hereunder to any Permitted Assignee, or (ii) merge into
or consolidate with any Permitted Assignee.

B. LESSEE is not authorized to sell or assign LESSEE’S leasehold estate in its
entirety or for any portion of the unexpired Term (other than a sale or
assignment to a Permitted Assignee) without first obtaining the consent of
LESSOR, which consent will not be unreasonablywithheld or delayed and any
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such assignment made or given without first obtaining LESSOR’S consent
shall be null and void.

Section 18.02. SUBLETTING. Except for subleases to Assigned Occupants and
except asotherwisesetforthinthis Lease,including Section 15.07, LESSEE is notauthorized
to sublet the leasehold estate without the LESSOR’S prior written consent.

Section 18.03. APPLICATION TO PERMITTED MORTGAGES. Nothing contained in
this Article Eighteen shall be construed to apply to or otherwise limit the rights of LESSEE
to mortgage (or assign for collateral) its leasehold estate and other rights under this Lease
to a Permitted Mortgagee, as to which Article Eight shall govern.

Section 18.04. TRANSFERS OF MORTGAGES OF LESSOR’S INTEREST. Any and all
mortgages, deeds of trust, or liens placed or suffered by LESSOR encumbering LESSOR’S
Interest shall be expressly subject and subordinate to this Lease, to all obligations of
LESSOR hereunder, and to all of therights, titles, interests and estates of LESSEE created
or arising hereunder. The obligations of LESSOR under this Lease shall survive any
conveyance, Foreclosure or other transfer of LESSOR'’S Interest, and LESSOR shall not be
relieved of such obligations as a consequenceof such conveyance, Foreclosureor other
transfer. Furthermore, any Person succeeding to LESSOR’S Interest as a consequence of
any such conveyance, Foreclosure or other transfer shall succeed to all of the obligations
of LESSORhereunder.

ARTIBLE TE E N
COMPLIANCE TIFICAT

Section 19.01. LESSOR’S COMPLIANCE. LESSEE agrees, at any time and from time
to time upon not less than thirty (30) days prior written Notice by LESSOR, to execute,
acknowledge and deliver to LESSOR or to such other party @ LESSOR shall request, a
statement in writing certifying (a) that this Lease is unmodified and in full force and effect
(orif there have been modifications, that thesame isinfull force and effect as modified and
stating the modifications), (b) to the best of its knowledge, whether or not there are then
existing any offsets or defenses against the enforcement of any of the terms, covenants or
conditions hereof upon the part of LESSEE to be performed (and if so specifying the same),
(c) the dates to which the Rent and other charges have been paid, and (d) the dates of
commencement and expiration of the Term, it being intended that any such statement
delivered pursuant to this Section 19.01 may be relied upon by any prospective purchaser
of the LESSOR’S Interest.

Section 19.02. LESSEE’'S COMPLIANCE. LESSOR agrees, so far as permissible under
the laws of the State of Texas, at any time and from time to time, upon not less than thirty
(30) days prior written Notice by LESSEE, to execute, acknowledge and deliver to LESSEE
astatementin writing addressed to LESSEE or to such other party as LESSEE shall request,
certifying (a) that this Lease is unmodified and in full force and effect (or if there have been
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modifications that the same is in full force and effect as modified and stating the
modifications); (b) the dates to which the Rent and other charges have been paid; (c)
whether an Event of Default (or, to the best of its knowledge, an Incipient Default) has
occurred and is continuing hereunder (and stating the nature of any such Event of Default
or Incipient Default); and (d) the dates of commencement and expiration of the Term, it
being intended that any such statement delivered pursuant to this Section 19.02 may be

relied upon by any prospective assignee, sublessee, or Permitted Mortgagee of this Lease
or by any assignee or prospective assignee of any Permitted Mortgage or by any

undertenant or prospective undertenant of the whole or any part of the Premises.

ARTICLE TWENTY
TAXES AND FEES

Section 20.01. PAYMENT OF TAXES. LESSEE shall pay, and, upon request by
LESSOR, shall provide evidence of payment to the appropriate collecting authorities, all
federal, state and local taxes and fees, which are now or may hereafter by, levied upon the
Premises, or upon LESSEE, or upon the business conducted on the Premises, or upon any
of LESSEES property used in connection therewith; and shall maintain in current status all
federal, state and local licenses and permits required for the operation of the business
conducted by LESSEE. LESSOR shall pay, and, upon request by LESSEE or a Permitted
Mortgagee, shall provide evidence of payment to the appropriate collecting authorities; all
federal, state and local taxes and fees, which are now or may hereafter be, levied upon
LESSOR or LESSOR'’S interest. LESSEE and LESSOR may pay any of the above items in
installments if payment may be so made without penalty other than the payment of
interest. The obligations of LESSOR and LESSEE to pay taxes and fees under this Section
20.01shall apply only to the extent that LESSOR or LESSEE are not exempt from paying
such taxes and fees and to the extent that such taxes and fees are not otherwise abated.

Section 20.02. CONTESTED TAX PAYMENTS. LESSEE shall not be required to pay,
discharge or remove any such taxes or assessments so long as LESSEE is contesting the
amountor validity thereof by appropriate proceeding which shall operate to prevent or stay
the collection of the amount so contested. LESSEE hereby agrees to indemnify and save
LESSOR harmless from all liability for damages occasioned thereby and shall, in the event
of a judgment of foreclosure on any lien arising in respect to such contested amounts,
cause the same to be discharged and removed prior to the execution of such judgment.
LESSOR shall cooperate with LESSEE in completing such contest and LESSOR shall have no
right to pay the amount contested during the contest. Upon the termination of such
proceeding, LESSEE shall deliver to LESSOR proof of the amount due as finally determined
and proof of payment thereof. LESSOR, at LESSEE'S expense, shall join in any such
proceeding if any law shall so require.

Section 20.03. EXPENSES OF CONTEST. All costs and expenses of any contest of
any tax or fee pursuant to this Article Twenty by LESSEE shall be paid by LESSEE.
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ARTICLE TWENTY-ONE

FORCE MAIEURE

Section 21 .01. DISCONTINUANCE DURING FORCE MAJEURE. Whenever a period
of time is herein prescribed for action to be taken by LESSEE or a Permitted Mortgagee,
LESSEE shall not be liable or responsible for, and there shall be excluded from the
computation for any such period of time, any.delays due to FORCE MAJEURE. LESSOR shall
not be obligated to recognize any delay caused by FORCE MAJEURE unless LESSEE shall,
within ten (10) days after LESSEE is aware of the existence on an event of FORCE MAJEURE
notify LESSOR thereof in writing, certified mail, return receipt requested. One (1) Notice
shall be sufficient per occurrence. The foregoing notwithstanding, if any such delay is
caused by LESSOR there shall be no timelimit on the period of enforced delay and LESSEE
shall not be required to give Notice to LESSOR hereunder.

ARTICLE TWENTY-TWO
GENERAL

Section 22.01. NONDISCRIMINATION. Any impermissible discrimination by LESSEE
or its agents or employees on the basis of race, color, sex, age, religion, national origin,
veteran's status, or disability in employment practices or in the performance of the terms,
conditions, covenants and obligations of this Lease, is prohibited. LESSEE acknowledges the
policy of TheUniversity of Texas System Board of Regentsto provide practical opportunities
for women-owned and minority-owned business enterprises to participate in contracts
awarded by componentinstitutions of The University of Texas System. Accordingly, LESSEE
will exercise its reasonable efforts in good faith to include women-owned and minority-
owned small business enterprises as material suppliers, as contractors, and/or as
subcontractorsinplanning,designing,developing,constructing,managing,maintainingand
operating the premises during construction and following completion.

Section 22.02. CONFLICT OF INTEREST. LESSEE acknowledges that it is informed
that Texas law prohibits contracts between LESSOR and its officers, and that the prohibition
extends to contracts with any partnership, corporation or other organization in which any
such officer has an interest. LESSEE certifies (and this Lease is made in reliance thereon)
that neither LESSEE nor any person having an interest in this Lease by, through or under
LESSEE is an officer of LESSOR

Section 22.03. NOTICES. Any Notice, communication, request, reply or advice or
duplicatethereof (hereinseverally and collectively,forconveniencecalled “Notice”)inthis
instrument provided or permitted to be given, made or accepted by either party to any
other party must be in writing and shall, unless otherwise in this instrument expressly
provided, be given or be served by depositing the sameinthe United States mail, postpaid
and registered or certified and addressed to the party to be notified, with return receipt
requested, or by delivering the same in person to such party. Notice deposited in the mail
in the manner hereinabove described shall be effective, unless otherwise stated in this
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Lease, from and after the expiration of four (4) days after it is so deposited, regardless of
whether or when same is actudly received by the addressee, except thatin all cases Notice
given to the holder of any Permitted Mortgage must be received by such Permitted

Mortgagetobeeffective.
received by the party to be notified.

Notice in any other manner shall be effective only if and when

For purposes of Notice, the addresses of the parties shall, until changed as
hereinafterprovided,beasfollows:

IF TO LESSOR, TO:

OR IF SENT BY

COURIER, TO:

WITH A COPY TO:

AND A COPY TO:

IF TO LESSEE, TO:

IF TO PERMITTED

MORTGAGEE,

TO:

The University of Texas of the Permian Basin
Odessa, Texas 79762
Attn: President

The University of Texas of the Permian Basin
4901 E. University

Odessa, Texas 79762

Attn: President

The Board of Regents of

The University of Texas System

601 Colorado Street

Austin, Texas 78701

Attn: Executive Vice Chancellor for Academic Affairs

Office of General Counsel

The University of Texas System
201 West 7th Street

Austin, Texas 78701

Attn: General Counsel

Odessa Housing Finance Corporation
3800 East 42nd Street, Suite 600
Odessa, Texas 79760

Attn: Mr. James Butler
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OR IF SENT BY
COURIER, TO:

However, the parties hereto, and their respective heirs, successors, legal representatives
and assigns, shall have the right from time to time at any time to change their respective
addresses and each shall have the right to specify as such party’s address any other

address within the United States of America by at least fifteen (15) days’ written Notice to
the other party; provided, however, that if at any one time more than one person or party
owns aninterestin the Premises, nevertheless such persons or parties may not designate
more than two places and addresses to receive Notice pursuant to the terms hereof (but
with copies of Notices to not more than two additional addresses). Notices to any

Permitted Mortgagees shallbegiveninthemannersetforthabovetotheaddressfurnished
from time to time by such Permitted Mortgagees.

Section 22.04. RELATIONSHIP OF PARTIES. Nothing contained. herein shall be
deemed or construed by the parties hereto, or by any third party, as creating the
relationship of principal and agent, partners, joint venturers, or any other similar such
relationship, between the parties hereto. It is understood and agreed that no provision
contained herein nor any acts of the parties hereto creates a relationship other than the
relationship of LESSOR and LESSEE.

Section 22.05. MEMORANDUM OF LEASE. Neither LESSOR nor LESSEE shall file this
Lease for record in the Office of the County Clerk of Ector County, Texas, or in any public
place without the written consent of the other. In lieu thereof, LESSOR and LESSEE agree
to executeinrecordable formaMemorandum of Ground Lease, wherein alegal description
of the Land, the Term of this Lease and certain other provisions hereof, shall be set forth.
Such memorandum shall be filed for record in the Office of the County Clerk of Ector
County.

Section 22.06. APPROVALS. Whenever approvals are required of either party
hereunder, if no objection is made to a written proposal or request for approval within the
time period specified for response herein, such approval shall be deemed to have been
given. If notime period is specified for aresponse to a proposal or request for approval,
areasonable time not to exceed ten (10) business days from the date of such proposal or
request shall apply unless the parties otherwise agree in writing.
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Section 22.07. TEXAS LAW TO APPLY. This Lease shall be construed under and in
accordance with the laws of the State of Texas, and all obligations of the parties created
hereunder are performable in Ector County, Texas.

Section 22.08. WARRANTY OF PEACEFUL POSSESSION. LESSOR covenants that
LESSEE, on paying the Rent and performing and observing all of the covenants and
agreements herein contained and provided to be performed by LESSEE, shall and may
peaceably and quietly have, hold, occupy, use, and enjoy the Premises during the Term,
and may exercise all of its rights hereunder; and LESSOR agrees to warrant and forever
defend LESSEE’s rightto such occupancy, use, and enjoyment of the Premises against the
claims of any and all persons whomsoever lawfully claiming the same, or any part thereof,
by, under, orthrough LESSOR, subject only to the provisions of this Lease and the matters
listed on EXHIBIT "B" attached hereto.

Section 22.09. APPROVAL OF ANCILLARY AGREEMENTS. LESSOR agrees that in the
event it becomes necessary or desirable for LESSOR to approve in writing any ancillary
agreements or documents concerning the Premises or concerning the construction,
operation or maintenance of the Facilities or to alter or amend any such ancillary
agreements between LESSOR and LESSEE or to give any approval or consent of LESSOR
required under the terms of this Lease, LESSOR hereby authorizes, designates and
empowers the President of The University of Texas of the Permian Basin to execute any
such agreement, approvals or consents necessary or desirable, subject to required
approvals (if any) by appropriate UT System officials.

ARTICLE TWENTY-THREE
MISCELLANEQUIS

Section 23.01. LESSOR’S RIGHTS CUMULATIVE. All rights, options, and remedies
of LESSOR contained in this Lease shall be construed and held to be cumulative and no one
of them shall be exclusive of the other, and LESSOR shall have therightto pursue any one
or all of such remedies or any other remedy or relief which may be provided by law or in
equity whether or not stated in this Lease.

Section 23.02. NONWAIVER BY LESSOR. No waiver by LESSOR of a breach of any
of the covenants, conditions, or restrictions of this Lease shall constitute a waiver by
LESSORofany subsequentbreach ofany ofthecovenants, conditions orrestrictions of this
Lease. The failure of LESSOR to insist in any one or more cases upon the strict
performance of any of the covenants of the Lease, or to exercise any option herein
contained, shall not be construed as a waiver or relinquishment for the future of such
covenantoroption. Areceiptof LESSOR or acceptance of payment by LESSOR of rent with
knowledge of the breach of any covenant hereof shall not be deemed a waiver of such
breach,and nowaiver,change, modification ordischargeby LESSOR of any provision of this
Leaseshall bedeemed to have been made or shall be effective unless expressed in writing
and signed by the party to be charged.
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Section 23.03. TERMINOLOGY. Unless the context of this Lease clearly requires
otherwise, (a) pronouns, wherever used herein, and of whatever gender, shall include
natural persons and corporations and associations of every kind and character; (b) the
singular shall include the plural wherever and as often as may be appropriate; (c) the word
“includes” or “including” shall mean “including without limitation”; and (d) the words
“hereof,” “herein,” “hereunder,” and similar terms in this Lease shall refer to this Lease as
a whole and not to any particular section or article in which such words appear. The
section, articleand other headings in this Lease and the Table of Contents to this Lease are
for reference purposes and shall not control or affect the construction of this Lease or the
interpretation hereofinanyrespect. Article,sectionand subsection and exhibitreferences
are to this Lease unless otherwise specified. All exhibits attached to this Lease constitute
apartof this Lease and are incorporated herein.

Section 23.04. COUNTERPARTS. This Lease may be executed in multiple
counterparts, each of which shall be declared an original.

Section 23.05. SEVERABILITY. If any clause or provision of this Lease is illegal,
invalid or unenforceable under present or future laws effective during the term of this
Lease, then and in that event, it is the intention of the parties hereto that the remainder of
this Lease shall not be affected thereby.

Section 23.06. ENTIRE AGREEMENT. This Lease, together with the authorized
resolution of LESSOR, contains the final and entire agreement between the parties hereto
and contains all of the terms and conditions agreed upon, and no other agreements, oral
or otherwise, regarding the subject matter of this Lease shall be deemed to exist or to bind
the parties hereto; it being the intent of the parties that neither shall be bound by any term,
condition, or representations not herein written.

Section 23.07. AMENDMENT. No amendment, modification, or alteration of the
terms of this Lease shall be binding unless the same be in writing, dated on or subsequent
to the date hereof and duly executed by the parties hereto.

Section 23.08. SUCCESSORS AND ASSIGNS. All of the covenants, agreements,
terms and conditions to be observed and performed by the parties hereto shall be
applicableto and binding upon their respective successors, heirs, executors and assigns.

Section 23.09. HAZARDOUS MATERIALS. Notwithstanding anything contained in
this Leaseto the contrary, if LESSEE finds any Hazardous Materials (hereinafter defined) on

the Land prior to , 199 , then LESSEE shall have the right to
terminate this Lease by delivering written Notice thereof to LESSOR no later than
,199 If LESSEE terminates this Lease as a result of finding

Hazardous Materials on the Land, then neither party hereto shall have any further rights,
duties,orobligationshereunder.
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As used in this Lease, “Hazardous Materials” shall mean (i) any “hazardous waste”
as defined by the Resource Conservation and Recovery Act of 1976 (42 U.S.C. Section 6091
et seq.), as amended from time to time, and regulations promulgated thereunder; (ii) any
“hazardous substance” as defined by the Comprehensive Environmental Response,
Compensation and Liability Act of 1980 (42 U.S.C. Section 6091 et seq.), as amended from
time to time, and regulations promulgated thereunder; (iii) polychlorinated biphenyls; (iv)
underground storage tanks, whether empty, filed or partially filled with any substance, (v)
any substance the presence of which on the Land is prohibited by any governmental
requirements; and (vi) any other substance which by any governmental requirements
requires special handling or notification of any federal, state or local governmental entity in
its collection, storage, treatment or disposal.

LESSEE shall not use, occupy, or knowingty permit the Premises to be used or
occupied, ordo or knowingly permit anything to be donein or on the Premises in amanner
which would in any way make void or voidable any insurance then in force with respect
thereto, which would make it impossible to obtain the insurance required to be furnished
by LESSEE hereunder, which would constitutea public or private nuisance, or which would
violate any present or future, ordinary or extraordinary laws, regulations, ordinances, or
requirements of any Governmental Authority having jurisdiction.

LESSEE shall not use the Premises or knowingly permit the Premises to be used so
as to cause, suffer or allow any contamination of soils, ground water, surface water or
natural resources on or adjacent to the Premises resulting from any cause, including but
not limited to spills or leaks of oil, gasoline, Hazardous Materials, or other chemical
compounds. LESSEE shall at all times during the Term of this Lease comply with applicable
state, federal and local laws, regulations and guidelines for the use, handling, storage and
disposal of Hazardous Materials. LESSEE shall be solely responsible for cleanup of any
contaminationand foranyfines or penaltiesresulting from violation of the provisions of this
Section 23.09.

Section 23.10. INDEPENDENT CONTRACTOR It is expressly understood and
agreed that LESSEE is and shall be deemed to be an independent contractor and operator

responsible to all parties for its respective acts or omissions and that LESSOR shall in no
way beresponsible therefor.
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IN WITNESS WHEREOQF, this Lease is executed by LESSOR and LESSEE as of the day
and year first above written.

LESSOR:

THE BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM
FOR THE USE AND BENEFIT OF

AT-TEST: THE UNIVERSITY OF TEXAS OF
THE PERMIAN BASIN

By:
Arthur H. Dilly Bernard Rapoport
Executive Secretary Chairman

LESSEE:

ODESSA HOUSING FINANCE CORPORATION
a Texas nonprofit corporation

By:
APPROVED AS TO CONTENT: APPROVED AS TO FORM:
Charles A. Sorber Max ). Werkenthin
President, The University of Office of General Counsel

Texas of the Permian Basin

UTPBAPT.LS3
1/10/95
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6.

U T. San Antonio - Child Care Facility: Authorization
of Project and Approval to Solicit Proposals to Construct
and Operate the Facility.--Based on an identified need to
provi de on-canpus child care for students, faculty, and
staff of The University of Texas at San Antonio, the

Boar d:

a. Aut hori zed initiation of a project for a
child care facility to accommpdate a mni -
mum of 150 children of U T. San Antonio
students, faculty, and staff to be built
on an approximately two-acre tract on the
U T. San Antoni o canpus

b. Approved U. T. San Antonio's solicitation
of proposals fromqualified child care
providers to construct and operate the
facility under a |long-term ground | ease.

U T. San Antonio has an enroll nent in excess of

17,500 students with a faculty and staff of 2,000. An
optimumtwo-acre site for the child care facility has
been identified near the student apartnent conplex. The
site is not over the Edwards Aqui fer Recharge Zone and is
near existing utilities.

U T. San Antonio prefers to consider the option of con-
structing the physical facility with revenue bond pro-
ceeds, estimated at $1 mllion, to be retired with | ocal
Auxiliary Enterprise funds and | ocal Designated Funds.
U T. San Antonio will also consider the option of a

| ong-term ground | ease to a private developer if it is
determ ned that such an option is financially and opera-
tionally viable. It is anticipated that approval by

t he Texas Hi gher Education Coordinating Board will be
required if U T. San Antonio builds the project.

No contractual obligations will be incurred until the
anal ysis of proposals is conplete and a formal proposal,
i ncl udi ng necessary revisions in the Capital |nprovenent
Pl an and Capital Budget, is approved by the U T. Board
of Regents.

U. T. San Antoni o - Engi neering/Bi ot echnol ogy Building -
Phase Il (Project No. 401-747): Approval of Prelimnary
Pl ans and Specifications; Authorization to Prepare Final
Pl ans and Specifications; Subn ssion of the Project to

t he Coordi nati ng Board; Approval of Evaluation of Sol ar
Energy Econom c Feasibility; Advertisenent for Bids;
Executive Committee Award of Contracts; Appropriation
Therefor; and Approval of Use of Revenue Financing System
Parity Debt, Receipt of Certificate, and Fi nding of Fact
with Regard to Financial Capacity.--Follow ng a brief
overview by President Kirkpatrick, the prelimnary plans
and specifications for the Engi neering/Bi ot echnol ogy
Building - Phase Il at The University of Texas at San
Antoni o were presented to the Facilities Planning and
Construction Commttee by M. John Kell and M. Henry
Mufioz, representing the Project Architect, JonesKell,
San Antoni o, Texas.
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Based on this presentation, the Board, upon recommenda-
tion of the Facilities Planning and Construction Comm t-
tee:

a. Approved prelimnary plans and specifica-
tions for the Engi neering/Bi ot echnol ogy
Building - Phase Il at U T. San Antonio
at an estinmated total project cost
of $17, 300, 000

b. Aut hori zed preparation of final plans and
specifications in accordance with Step
Seven of the revised Capital I|nprovenent
Process as set forth in the Decenber 1994
M nutes of the U. T. Board of Regents’

meet i ng

C. Aut hori zed subm ssion of the project to
t he Texas Hi gher Education Coordi nating
Board

d. Approved the eval uation of sol ar energy

econom c feasibility

e. Aut hori zed the O fice of Facilities Plan-
ning and Construction to advertise for
bi ds upon conpletion of final review

f. Aut hori zed the Executive Commttee to
award all contracts associated with this
project within the authorized total proj-
ect cost

g. Appropriated an additional $13, 900, 000
from Tuiti on Revenue Bond Proceeds for
$17, 300,000 in total project funding.
Previ ous appropriations had been
$3, 100, 000 from Tuiti on Revenue Bond
Proceeds and $300, 000 from General Use
Fee Bal ances.

In conpliance with Section 5 of the Anended and Rest ated
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System adopted by the U T.
Board of Regents on February 14, 1991, and anended on
Oct ober 8, 1993, and upon delivery of the Certificate of
an Aut horized Representative as set out on Page 159, the
Board resol ved that:

a. Parity Debt shall be issued to pay the
project's cost including any project costs
paid prior to the issuance of such Parity
Debt

b. Sufficient funds will be available to
meet the financial obligations of the
U T. Systemincluding sufficient Pledged
Revenues as defined in the Master Resol u-
tion to satisfy the Annual Debt Service
Requi rements of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System

C. U. T. conponent institutions, which are

"Menbers" as such termis used in the
Mast er Resol ution, possess the financial
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capacity to satisfy their Drect bliga-
tions as defined in the Master Resolution
relating to the issuance by the U T.
Board of Regents of tax-exenpt Parity Debt
in the anount of $13,900,000

d. This resolution satisfies the official
intent requirements set forth in Sec-

tion 1.150-2 of the U S. Treasury Regu-
| ations.

House Bill 2626 of the 73rd Session of the Texas Legisla-
ture requires the governing body of the appropriate state
agency to verify in an open neeting the economc feasi-
brlity of incorporating solar energy devices into new
state buildings. Therefore, the Project Architect pre-
pared an evaluation for thisgaroj ect in accordance wth
Instructions from the State Energy Conservation Ofice
of the General Services Commssion, and this evaluation
determned that a solar-generated domestic hot water
system for the project is not economcally feasible since
steam for this purpose is available at nore conpetitive
costs.

This project is included in the FY 1994-1999 Capit al

| mprovenent Plan and the FY 1995 Capital Budget to be
funded with $300,000 in General Use Fee Bal ances and
$17,000,000 in Tuition Revenue Bond Proceeds authorized
b% the 73rd Session of the Texas Legislature as part of
the South Texas/Border Initiative for $17,300,000 in
total project funding.

PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

I, the undersigned Assistant Vice Chancellor for_Finance of
The University of Texas System a U T. System Representative
under the Anended and Restated Master Resolution Establishing
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991, and anmended on
Cctober 8, 1993 (the "Master Resol ution"), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5(a) (ii) of the Master Resolution in
connection with the authorization by the Board to issue
"Parity Debt" pursuant to the Mster Resolution to finance the
cost of the construction of the Engineering/Biotechnol ogy
Building « Phase Il at U T. San Antonio, and do certify that
to the best of ny know edge the Board of Regents is in
conpliance with all covenants contained in the MNaster

Resol ution, First Supplemental Resolution Establishing an
Interim Financing Program and the Second Supplenenta
Resolution, and is not in default of any of the terns,
provisions and conditions in said Mster Resolution, First
Suppldegental Resol ution and Second Supplenental Resolution as
amended.

EXECUTED this 9 day of Februarv , 1995

- 159 -




8.

U T. Health Science Center - San Antonio - Health Sci -
ences Building Program- Allied Health/ Research Buil di ng
(Project No. 402-827): Additional Appropriation.--The
Facilities Planning and Construction Commttee recom
mended and t he Board appropriated an additional $410, 000
from Tuiti on Revenue Bond Proceeds issued under the Reve-
nue Financing Systemfor the Alied Heal th/ Research

Buil ding at The University of Texas Health Science Center
at San Antonio for the prepurchase and installation of a
chiller package which will also serve as a backup system
for the Robert F. McDernott Cinical Science Buil ding

| ocated on the same 25-acre satellite canpus west of the
mai n canpus. Previous appropriations had been $900, 000
fromthe sane source for fees and adm ni strative expenses
t hrough conpletion of final project plans.

This project is included in the FY 1994-1999 Capit al

| nprovenent Plan and the FY 1995 Capital Budget at a
total project cost of $19, 000,000 to be funded by Tuition
Revenue Bond Proceeds authorized by the 73rd Session of
the Texas Legislature as part of the South Texas/ Border
Initiative.

* * * % *

At the conclusion of the Facilities Planning and Construction
Comm ttee neeting, Commttee Chairman Tenple reported that at
today's (February 9) neeting the Board had received a recom
mendati on fromthe Executive Commttee to award five genera
construction contracts which included a 20.4% participation
by Historically Underutilized Businesses, 2.1% by wonen- owned
firms and 18.3% by mnority-owned firns.
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REPORT AND RECOMVENDATI ONS OF THE ASSET MANAGEMENT COWM TTEE
(Pages 161 - 233).--Comm ttee Chairman Crui kshank reported that
the Asset Managenent Conm ttee had net in open session to con-
sider those matters on its agenda and to fornul ate recommen-
dations for the U T. Board of Regents. Unless otherw se
indicated, all actions set forth in the Mnute Orders which
foll ow were recommended by the Asset Managenent Conm ttee and
approved in open session and w thout objection by the U T.
Board of Regents.

At the outset of the neeting of the Asset Managenent Com
mttee, Chairman Rapoport noted that this would be Regent

Crui kshank' s | ast neeting but positively not his |ast contact
with the Board. M. Rapoport shared a quote from Enerson --
"Character can do w thout success.”" He stated that success
is not as inportant as achievenent and in that sense Regent
Crui kshank is soneone who i s nonsuccessful but nobst achieving.

Regent Crui kshank then nmade the foll owi ng conments before pro-
ceeding with the Asset Managenent Committee report:

It was just a short six years ago that | arrived

to join eight other Regents on this Board. W all
cane fromdifferent walks of life and different
backgrounds. W all cane w thout any understandi ng
of the enormty and conplexity of The University of
Texas System | see certain threads that ran

t hrough the fabric of each Regent. Everyone cane
Wi th character, with great integrity, and with the
understanding that the U T. Systemwas the nost
inportant thing that we had on our plates. W knew
there were things that we had to acconplish to nmake
it great, so we worked extrenely hard and gave al
the tinme that was necessary. | never saw a Regent
who did not give sufficient tine and then nore tine.
We shoul d not forget that the Board of Regents could
never have been successful w thout the work of the
Chancel | or and his staff and academ cally and nedi -
cally without, of course, the conponent presidents
and their staff support. It so happened that
shortly after | arrived, we began to nove the neet-
ing locations frominstitution to institution and
in so doing we were able to neasure institutiona
progranms and progress. W were visiting in conmmu-
nities that were supportive of our institutions

and assisting the presidents in their comunity
relations prograns. | noticed as we visited those
institutions that we had a spokesman who st ood
before the nmenbers of the institution and conmunity
and spoke fromthe heart. "B" (Chairman Rapoport),
| would Iike to thank you for your personal support
and for your |eadership of this Board.

Regent Crui kshank received a round of appl ause and proceeded
to consider the itens before the Asset Managenment Conmittee.
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PERVANENT UNI VERSITY FUND

Summary | nvestnment Report_at Novenber 30, 1994.-- Committee Chairman Crui kshank reviewed the Report on
Permanent University Fund Investnents and Incone at Novenber 30, 1994, as prepared by the Ofice of
Asset Managerment and as set forth bel ow

PERVANENT UNIVERSITY FUND:
SUMMARY REPORT
($ mllions)

FY93-94 FY94-95
Full  Year _Sept./oct Nov. Year -t o- Dat e
Beginning Market  Value 4,468.7 4,428.0 4.354.4 4,428.0
PUF Lands Receipts?2 59.6 9.3 . 6.5 15. 8
| nvest ment | ncone 242. 3 37.3 27. 4 64.7
| nvestnent I ncome Distributed (242.3) (37.3) (27.4) (64.7)
Real i zed Gains (Losses 108. 6 6.0 5.0 11.0
Change in Unrealized ins (Losses) (208.9) (88.9) (93.6) (182.5)
Ending Market Val ue 4,428.0 4,354.4 4,272.3 4,272.3
AUF I ncone
| nvest ment | ncone 242. 3" 37.3 27. 4 64.7
Surface |ncome 4.3 0.2 0.2 0.4
Q her Income 0.2 0.1 0.0 0.1
Tot al 246. 8 37.6 27.6 65. 2

"Excludes PUF Lands mneral and surface interests with estimated values of $391.6 mllion
and $105 nillion, respectively.

21|As of Novenber 30, 1994:. 782,144 acres under |ease, 519,917 producing acres, 2,596 active
eases.

samended to exclude fees previously reflected as offset to incone.
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COWON TRUST FUND

Sumary | nvestnent Report at Novenber

30. 1994. --Commttee Chairman O ui kshank reviewed the Report on Common

Trust Fund |nvestnments and |nconme at
set forth bel ow

Beginning  Market  Val ue

Contributions

| nvest ment | ncone

Expenses

Distributions

Real i zed Gains (Losses)

Change in Unrealized Gains (Losses)

Endi ng Market Val ue

Net Asset Value per Unit
No. of Uiits (End of Period)

Distribution Rate per Uit

Novenber 30, 1994,

COMMON TRUST FUND
SUMMARY REPORT
($ millions)

FY93=94

Ful | Year

1,128.0
111.8
62.3
(2.1)
(62.7)
36. 3

(47.3)
1,226.3

3.336
367,542,933

175

as prepared by the Ofice of Asset Managenent and as

FY94-95
Ist Qr Year-to-Dat e
1,226.3 1,226.3
16.9 16.9
15. 8 15.8
(0.6) (0.6)
(16. 3) (16.3)
1.9 1.9
(50. 8) (50. 8)
1,193.2 1,193.2
3.202 3.202
372,595,190 372,595,190
0. 04375 0. 04375




[11. TRUST AND SPECI AL FUNDS

G fts, Bequests and Estates

1. U T. Arlington: Approval to Accept Gft from
Ms. Janice N. Holnes, Fort Wrth, Texas, and
to Establish the Jack Thomas and Janice N. Hol nes
Schol arship for C assical Studies.--The Board, upon
recommendati on of the Asset Managenent Committee,
accepted a $20,000 gift fromMs. Janice N Hol nes,
Fort Worth, Texas, and established the Jack Thomas
and Janice N. Hol nes Schol arship for C assical
Studi es at The University of Texas at Arlington.

I ncone earned fromthe endowrent will be used to
provi de schol arshi p support for notivated and aca-
dem cal |y abl e under graduate and graduate students
pursuing a degree with a concentration in d assical
St udi es.

2. U T. Arlington: Authorization to Accept Gfts
fromM. Lloyd C dark, Sun Gty Wst, Arizona,
and Famly and to Establish the Taylor Fanmily UTA
President's Schol arshi p Fund. --Aut hori zati on was
given to accept $10,110 in gifts fromM. Lloyd C
Clark, Sun Gty West, Arizona, and nenbers of his
extended famly and to establish the Taylor Famly
UTA President's Schol arship Fund at The University
of Texas at Arlington.

I ncone earned fromthe endowrent will be used to
award schol arships to Tarrant County Comrunity
Col | ege honor students who transfer to U T.
Arlington.

3. U T. Austin: Acceptance of Gft and Pl edge from
Abbott Laboratories, Abbott Park, Illinois, and
Est abli shnent of the Abbott Laboratories Endowed
Presidential Scholarship in Pharmacy in the Col -
| ege of Pharnacy.--The Asset Managenent Conm ttee
recomrended and the Board accepted a $12,500 gift
and a $12,500 pl edge, payabl e by Decenber 31, 1995,
from Abbott Laboratories, Abbott Park, Illinois,
for a total of $25,000 and established the Abbott
Laborat ori es Endowed Presidential Scholarship in
Pharmacy in the Coll ege of Pharmacy at The Univer-
sity of Texas at Austin.

I ncone earned fromthe endowrent will be used to
provi de schol arship support to students in the
Col | ege of Pharnacy.

4, U T. Austin - School of Law. Acceptance of G fts
from M. Joyce Madeline Burg, Houston, Texas, and
Establishment of the (a) Bertha Wagner Burg Pro-
fessorship in Law, (b) Dr. Abner and Sylvan Aul dan
Burg Professorship in Law, and (c¢) Joyce M Burg
Prof essorship in Law. --Upon recommendati on of the
Asset Managenent Comm ttee, the Board accepted gifts
consi sting of $40,000 and real property described as
Lot 6, Block 11, Braeswood, a subdivision in Harris
County, Texas, also known as 2311 Bl uebonnet Street,
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Houst on, Texas, valued at $260,000 from Ms. Joyce
Madel i ne Burg, Houston, Texas, for a total gift val ue
of $300, 000 and established the followi ng three endow
nments in the School of Law at The University of Texas
at Austin:

a. Bert ha Wagner Burg Professorship in Law

b. Dr. Abner and Syl van Aul dan Burg Profes-
sorship in Law

C. Joyce M Burg Professorship in Law.

| ncone earned fromthese endownrents will be used to
support the Professorships.

U._T. Austin - School of Law. Establishnment of the

(a) Paul DeWtt Connor Endowed Presidential Scholar-
ship in Law and (b) D ck DeGuerin Endowed Presidentia
Schol arship in Law. --The foll ow ng endowents in the
School of Law at The University of Texas at Austin were
established with the understanding that the funds for

t he endowrents will be held and adm ni stered by The Uni -
versity of Texas Law School Foundation (an externa
foundation) in accordance with the Regents' Rules and
Requl ati ons:

a. Paul DeWtt Connor Endowed Presidenti al
Schol arship in Law ($50, 000)

b. Di ck DeG@uerin Endowed Presidential Schol -
arship in Law ($25, 000).

I ncone earned fromthe endowrents will be used to award
schol arships to | aw students sel ected at the discretion
of the Dean of the School of Law or the Dean's designee.
Schol arship awards for the DeCGuerin Schol arship may
additionally be based on nerit or need.

U T. Austin: Acceptance of Gft fromM. and

Ms. Janes T. (Dorothy) Doyle, Fredericksburg, Texas;
Est abli shnent of the Doyl e Professorship in Wstern
Civilization in the College of Liberal Arts; and
Designation of Interest for Addition to the Laurie
Pet er mrann Jenschke Schol arshi p Adm ni stered Through

t he Ex-Students' Association Endowed Schol arshi ps. --
The Board, upon recommendati on of the Asset Managenent
Comm ttee, accepted a gift of nunicipal bonds val ued
at approxi mately $102,250 from M. and Ms. Janes T.
(Dorothy) Doyl e, Fredericksburg, Texas, and established
the Doyl e Professorship in Western Civilization in the
Col l ege of Liberal Arts at The University of Texas at
Aust i n.

| ncone earned fromthe endowent will be used to support
the Professorship and to provide programmati c support for
the Humanities Programin the Coll ege of Liberal Arts.

Further, the Board designated the interest realized upon
maturity of the gifted municipal bonds for addition to
the Laurie Petermann Jenschke Schol arship which is adm n-
istered for the benefit of nusic students through the

Ex- St udents' Associ ati on Endowed Schol ar shi ps.
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10.

U T. Austin: Acceptance of Gft and Pl edge from The
Eckerd Corporation Foundation, Clearwater, Florida;

Est abl i shnent of the Eckerd Endowed Presidential Schol -
arship in Pharmacy No. 1 in the College of Pharnacy; and
Eligibility for Matching Funds Under The Brackenridge
Mat chi ng Program #2. --The Asset Managenent Conm ttee
recomrended and the Board accepted a $20,000 gift and

a $5, 000 pl edge, payabl e by Decenber 31, 1995, from The
Eckerd Corporation Foundation, Cearwater, Florida, for
a total of $25,000 and established the Eckerd Endowed
Presidential Scholarship in Pharmacy No. 1 in the Col -

| ege of Pharnacy at The University of Texas at Austin.

Further, matching funds in the anmount of $12,500 will
be reserved under The Brackenridge Mtchi ng Program #2
to be allocated proportionately as gifts are received
to increase the endowrent to a total of $37,500.

I ncone earned fromthe endowrent will be used to pro-
vi de schol arship support to students in the Coll ege of
Phar macy.

U. T. Austin: Approval to Accept Gfts from Menbers

of The University of Texas Psi Chapter of Eta Kappa

Nu (HKN), Austin, Texas, and to Establish the Eta Kappa
Nu Endowed Schol arship in Electrical and Conputer Engi-
neering in the Coll ege of Engi neering.--Approval was
given to accept $10,000 in gifts from nmenbers of The
University of Texas Psi Chapter of Eta Kappa Nu ( HKN)
Austin, Texas, and to establish the Eta Kappa Nu Endowed
Schol arship in Electrical and Conputer Engineering in
the Departnent of Electrical and Conputer Engi neering,
Col | ege of Engi neering, at The University of Texas at
Austin.

I ncone earned fromthe endowrent will be used to award
schol arshi ps to undergraduates who have academ c nerit

in the electrical engineering discipline, good character,
and interest in and potential for a successful career in
engi neering.

U T. Austin: Acceptance of Transfer of Funds and Est ab-

| ishnment of the Carolyn L. and Gerhard J. Fonken Endowed
Presidential Schol arship.--Authorization was given to
accept a $50,000 transfer of President's discretionary
funds and to establish a quasi-endownent at The Univer-
sity of Texas at Austin to be naned the Carolyn L. and
Gerhard J. Fonken Endowed Presidential Schol arship.

I ncone earned fromthe endowrent will be used to award
schol arshi ps under the Endowed Presidential Scholarship
program to outstandi ng undergraduate students at U. T.
Austin. The Ofice of Student Financial Services wll
adm ni ster the schol arshi p awards.

U T. Austin: Redesignation of the Judy Spence Frank
Fell owship for Excellence in the Coll ege of Education

as the Judy Spence Tate Fell owship for Excellence.--The
Board, upon recomrendati on of the Asset Managenent Com
mttee, redesignated the Judy Spence Frank Fellowship for
Excell ence in the Coll ege of Education at The University
of Texas at Austin as the Judy Spence Tate Fell owship for
Excel | ence.
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11.

12.

13.

Thi s redesignati on was nmade with the concurrence of the
donors to reflect the new married nanme of Ms. Judy
Spence Tate.

U T. Austin: Acceptance of Gfts from Various Donors
and Establishnent of the Robert Hernman Endowed Schol -
arship in the Coll ege of Engineering.--The Asset Manage-
ment Comm ttee recomended and the Board accepted gifts
in the amount of $17,291 from various donors and est ab-
| i shed the Robert Hernman Endowed Schol arship in the
Department of Civil Engineering, College of Engineering,
at The University of Texas at Austin.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support for graduate students with the inter-
est and talent to apply analytical, mathematical, and
quantitative approaches to problem solving in the general
field of transportation science. Preference for the
scholarship will be given to Ph.D. candidates in the
Transportation area of Cvil Engineering, but it may be
awarded to graduate students in other prograns or other
col l eges who exhibit the required qualities.

U T. Austin: Acceptance of Bequest fromthe Estate of
Anna Mae Hutchison, Geenville, Texas, and Establishnent
of the Anna Mae Hut chi son Endowed Schol arship Fund. --
Approval was given to accept a bequest of the residue

of the Estate of Anna Mae Hutchi son, Geenville, Texas,
val ued in excess of $2,620,000, and to establish the Anna
Mae Hut chi son Endowed Schol arshi p Fund at The University
of Texas at Austin.

Ei ghty percent of inconme earned fromthe endowrent wl |
be used for schol arship support. The remaining twenty
percent of income earned will be used for schol arship
support for visually inpaired students, for instruction
materials, and for educating teachers and instructors of
the visually inpaired.

U T. Austin: Acceptance of Gfts fromM. and

Ms. Jerry (Linda) lIvey, Dallas, Texas, and Famly

and Friends and Establishnent of the David Howard |vey
Menori al Endowed Schol arship in the College of Lib-
eral Arts.--Upon recommendation of the Asset Manage-
ment Conmittee, the Board accepted a $7,310 gift
fromM. and Ms. Jerry (Linda) Ivey, Dallas, Texas,
and $2,690 in gifts fromfamly and friends for a total
of $10, 000 and established the David Howard |vey Menp-
rial Endowed Schol arship in the Departnment of Psychol ogy,
Col | ege of Liberal Arts, at The University of Texas at
Austin.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to students who are nmajoring in psy-
chol ogy and who are involved in internships or vol unteer
wor K.
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14.

15.

16.

17.

U T. Austin: Acceptance of Gfts fromM. Jerry (dell
Jones, Dallas, Texas, and Various Donors and Establish-
nent of the M chael Aubrey Jones Endowed Schol arship in
Art in the College of Fine Arts.--The Board, upon recom
nmendati on of the Asset Managenent Conm ttee, accepted

a $7,930 gift fromM. Jerry Odell Jones, Dallas, Texas,
and $2,070 in gifts fromvarious donors for a total

of $10, 000 and established the M chael Aubrey Jones
Endowed Schol arship in Art in the Departnent of Art and
Art History, College of Fine Arts, at The University of
Texas at Austin.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to visual arts students in the
Department of Art and Art Hi story who have denonstrated
academ c excell ence, promse, and talent, wth preference
given to undergraduate or graduate students nmajoring in
desi gn.

U T. Austin: Authorization to Accept Gft fromMs. Fay
Deen Krejci, Borger, Texas, and to Establish the Joe C.
Krejci Endowed Schol arship in Chem cal Engineering in the
Col | ege of Engineering.--Authorization was granted to
accept a $10,000 gift fromMs. Fay Deen Krejci, Borger,
Texas, and to establish the Joe C. Krejci Endowed Schol -
arship in Chem cal Engineering in the Departnent of

Chem cal Engi neering, College of Engineering, at The
University of Texas at Austin.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to junior and senior chem cal engi-
neering students who have shown academ c achi evenent,
good character, and interest in and potential for a suc-
cessful engineering career.

U T. Austin: Acceptance of Gft fromDr. Nasser |

Al -Rashid, R yadh, Saudi Arabia, and Establishnment of the
Clyde E. Lee Endowed Professorship in Transportation Engi-
neering in the Coll ege of Engineering.--Approval was given
to accept a $100,000 gift fromDr. Nasser |. Al-Rashid,

Ri yadh, Saudi Arabia, and to establish the Cdyde E. Lee
Endowed Professorship in Transportation Engineering in the
Department of Civil Engineering, College of Engineering,

at The University of Texas at Austin.

| ncone earned fromthe endowent will be used to support
t he Professorship.

U. T. Austin: Authorization to Accept Gfts from M. and
Ms. Sanford (Joyce) Lobliner, Houston, Texas, and Vari -
ous Donors and to Establish the Debra Beth Lobliner G ad-
uate Fellowship in Devel opnental Psychology in the Coll ege
of Liberal Arts.--Upon recommendation of the Asset Manage-
ment Conmmittee, the Board accepted a $15,000 gift from

M. and Ms. Sanford (Joyce) Lobliner, Houston, Texas,

and $16,110 in gifts fromvarious donors for a total

of $31, 110 and established the Debra Beth Lobliner G ad-
uate Fell owship in Devel opnmental Psychol ogy in the Depart-
ment of Psychol ogy, College of Liberal Arts, at The
University of Texas at Austin.
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19.

20.

21.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to graduate students in Devel opnent al
Psychol ogy who denonstrate strong research potential and
for support of individual graduate student research ini-
tiatives, including travel to scholarly conferences.

U T. Austin: Acceptance of Gft from Lockheed Fort
Wrth Conpany, Fort Wrth, Texas, and Transfer of Funds
and Establishnment of the Lockheed-Martin Endowed Schol -
arship in the Coll ege of Engi neering.--The Board, upon
reconmmendati on of the Asset Managenent Committee,
accepted a $5,000 gift fromthe Lockheed Fort Wrth
Conpany, Fort Wrth, Texas, and a $5,000 transfer of
Col | ege of Engi neering Dean's discretionary funds for

a total of $10,000 and established the Lockheed-Martin
Endowed Schol arship in the Departnent of Aerospace Engi-
neering and Engi neering Mechanics, Coll ege of Engi neer-
ing, at The University of Texas at Austin.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to junior and senior students in the
Depart ment of Aerospace Engi neering and Engi neering
Mechanics at U. T. Austin.

U T. Austin: Acceptance of Bequest fromthe Estate of
Jed Mace, Dallas, Texas, for the Harry Ransom Hunmaniti es
Research Center.--The Asset Managenent Committee recom
nmended and the Board accepted a specific bequest of a

| i brary book col |l ection, photographs, and nenorabilia
val ued at $73,000 fromthe Estate of Jed Mace, Dall as,
Texas, for the benefit of the Harry Ransom Humaniti es
Research Center at The University of Texas at Austin.

U T. Austin: Approval to Accept Transfer of Funds and
to Establish the Sonya C ark McDonal d Machenehl Endowed
Presidential Scholarship in the Coll ege of Business
Admi ni stration.--A $10,874.19 transfer of previously
reported gifts fromM. and Ms. Charles A (Sonya)
Machenehl , Jr., Birm ngham Al abama, was accepted to
establish the Sonya O ark MDonal d Machenmehl Endowed
Presidential Scholarship in the Coll ege of Business

Adm ni stration at The University of Texas at Austin.

I ncone earned fromthe endowrent will be used to pro-
vi de schol arshi p support to undergraduate students in
the Coll ege of Business Adm nistration.

U T. Austin: Acceptance of Gfts fromM. and

Ms. Dennis (Suzan) Parker, Houston, Texas, and Famly
and Friends and Establishnment of the Douglas A. Parker
Menori al Endowed Presidential Scholarship in the College
of Business Admi nistration.--Upon reconmendati on of the
Asset Managenent Conmittee, the Board accepted $27,456 in
gifts fromM. and Ms. Dennis (Suzan) Parker, Houston,
Texas, and famly and friends and established the
Dougl as A. Parker Menorial Endowed Presidential Schol -
arship in the Coll ege of Business Adm nistration at The
University of Texas at Austin.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to students in the Coll ege of Busi-
ness Adm ni stration based on scholastic nerit and need.
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22.

23.

24.

25.

U T. Austin: Approval to Accept Transfer of Funds and
to Establish the Petrol eum | ndustry Endowed Schol arship
in the College of Business Adm nistration and the G adu-
ate School of Business.--Pursuant to authority granted
under Section 65.36(f) of the Texas Education Code, the
Asset Managenent Comm ttee recomrended and the Board
approved a $30,000 transfer of unrestricted funds and
establ i shed a quasi-endowent in the Coll ege of Business
Adm ni stration and the Graduate School of Business at The
University of Texas at Austin to be naned the Petrol eum

| ndustry Endowed Schol arship. These funds represent past
contributions to the Petrol eum Land Managenent Student
Associ ation, an organi zation which is no | onger active on
t he canpus.

I ncone earned fromthe endowent will be used to award
schol arshi ps to undergraduate and graduate students
enrolled in the Coll ege of Business Adm nistration and
the Graduate School of Business who are pursuing majors
or concentrations in a petroleumindustry field or in
environnent rel ated areas, including, but not limted
to, environnmental managenent and ecol ogi cal marketing.

U. T. Austin: Acceptance of Gft fromthe Warren Skaaren
Charitable Trust, Austin, Texas, and Establishnent of the
Warren Skaaren Endowed Presidential Scholarship in the
Col | ege of Conmuni cation.--Authorization was given to
accept a $35,000 gift fromthe Warren Skaaren Charitable
Trust, Austin, Texas, and to establish the Warren Skaaren
Endowed Presidential Scholarship in the Departnent of

Radi o- Tel evision-Fil m Col |l ege of Comrunication, at The
University of Texas at Austin.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to junior, senior, or graduate stu-
dents pursuing a major in the filmindustry field, includ-
ing screen witing, directing, and ci nema photography.

U T. Austin: Acceptance of Bequest fromthe Estate of
Maggi e Dee Stell, Leon County, Texas, and Establi shnent
of the Maggi e Dee Stell Endowed Schol arship Fund. --The
Board, upon recomrendati on of the Asset Managenent Com
mttee, accepted a bequest of the residue of the Estate
of Maggie Dee Stell, Leon County, Texas, val ued at
approxi mately $1,139, 140. 45, with $939, 140. 45 recei ved
to date, and established the Maggie Dee Stell Endowed
Schol arship Fund at The University of Texas at Austin.

I ncone earned fromthe endowrent will be used to pro-
vi de annual schol arship awards to deserving students
who ot herwi se would not be able to attend U. T. Austin.
Reci pi ents shall be students who have shown academ c
achi evenment, good character, and interest in and poten-
tial for a successful career.

U T. Austin - Texas Union Lectureship in Student Leader-
ship in the College of Education: Authorization to
Transfer Managenent to the O fice of the Executive Vice
Presi dent and Provost.--Upon reconmendati on of the Asset
Managenment Conmittee, the managenent of the Texas Union
Lectureship in Student Leadership in the Coll ege of
Education at The University of Texas at Austin was trans-
ferred to the Ofice of the Executive Vice President and
Pr ovost.
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27.

This transfer was made with the concurrence of the Ofice
of the Executive Vice President and Provost, the Coll ege
of Education, and the Texas Union adm ni stration and was
revi ewed and approved by The University of Texas System
O fice of General Counsel

U T. Austin: Acceptance of Transfer of Funds to Estab-
lish the (a) Burdi ne Anderson G ese Endowed Schol arship
in Studio Art, (b) WIliam Mdzart MVey Endowed Schol -
arship in Scul pture, and (c¢) Lom s Sl aughter, Jr. Endowed
Schol arship in Scul pture in the College of Fine Arts and
(d) Mary and Ben Anderson Endownent for G aduate Studies
in Geology in the College of Natural Sciences.--The Asset
Managenment Conmittee recommended and the Board accepted

a $105,000 transfer fromcurrent restricted funds, com
prised of part of a previously reported gift fromM. and
Ms. Ben M (Mary) Anderson, Houston, Texas, and estab-

| i shed four endowrents at The University of Texas at
Austin as foll ows:

a. Endowrents for the benefit of the Departnent
of Art and Art History, College of Fine Arts:

(1) Burdine Anderson G ese Endowed
Schol arship in Studio Art $25, 000

(2) WIlliam Mozart MVey Endowed
Schol arship in Scul pture $20, 000

(3) Loms Slaughter, Jr. Endowed
Schol arship in Scul pture $20, 000

I ncone earned fromthese three endownrents wll
be used to provide schol arship support to under-
graduate or graduate students in the Coll ege of
Fine Arts in the fields noted in the respective
endownent nanes.

b. Endownrent for the benefit of the Departnent
of Ceol ogi cal Sciences, College of Natural
Sci ences:

Mary and Ben Anderson Endownent
for Graduate Studies in Geol ogy $40, 000

I ncone earned fromthe endowrent will be used
to provide support for graduate students and
graduate prograns in the Departnent of Ceol og-
i cal Sciences, College of Natural Sciences.

U T. Brownsville: Acceptance of Gft and Pl edge from
M. and Ms. Ruben Edel stein, Brownsville, Texas, and
Est abli shnent of the Bernice and Ruben Edel stein Dean's
Schol ar Endownent . -- A $10, 000 gift and a $15, 000 pl edge,
payabl e by Decenber 31, 1998, from M. and Ms. Ruben
Edel stein, Brownsville, Texas, for a total of $25, 000
were accepted to establish the Bernice and Ruben

Edel stein Dean's Schol ar Endowrent at The University

of Texas at Brownsville.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to upper-I|evel undergraduate students
in the School of Business who have denonstrated outstand-
i ng academ c perfornmance.
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29.

30.

31.

U T. Brownsville: Acceptance of Gft and Pl edge from
Mercantile Bank, N. A, Brownsville, Texas, and Estab-
lishnment of the Mercantile Bank Faculty Fellowship in
Science & Technology in the Coll ege of Science, Nathe-
mati cs, and Technol ogy. --Upon recomendati on of the Asset
Managenent Committee, the Board accepted a $12,000 gift
and a $48, 000 pl edge, payabl e by Decenber 31, 1998, from
Mercantile Bank, N. A, Brownsville, Texas, for a total

of $60, 000 and established the Mercantile Bank Faculty
Fel l owship in Science & Technol ogy in the Coll ege of

Sci ence, Mathematics, and Technol ogy at The University
of Texas at Brownsvill e.

| ncone earned fromthe endowent will be used to support
t he Fel | owshi p.

U T. Brownsville: Acceptance of Gfts and Pl edges from
M. and Ms. Fred W (Frances) Rusteberg and the Extended

Rusteberg Famly, Brownsville, Texas, and Establi shnent
of the Jessie Cabler Rusteberg Dean's Schol ar Endow
nment . - - Approval was given to accept $15,271.50 in gifts
and $9, 728.50 in pl edges, payabl e by Decenber 31, 1998,
fromM. and Ms. Fred W (Frances) Rusteberg and the
ext ended Rusteberg Famly, Brownsville, Texas, for a
total of $25,000 and to establish the Jessie Cabler
Rust eberg Dean's Schol ar Endowrent at The University

of Texas at Brownsville.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support for continuing upper-|evel students
w th denonstrated outstandi ng academ ¢ perfornmance and
financi al need.

U T. El Paso: Acceptance of Gft fromthe Children of
Ms. Catherine Crowell Belk, El Paso, Texas, and Estab-
lishnment of the Catherine Crowell Belk Art Schol arship
Fund. - - The Board, upon recommendation of the Asset Man-
agenent Conmittee, accepted a $10,000 gift fromthe
children of Ms. Catherine Crowell Belk, El Paso, Texas,
and established the Catherine Crowell Belk Art Schol -
arship Fund at The University of Texas at El Paso.

| ncone earned fromthe endowent will be used to support
schol arshi ps for graduate or undergraduate art students,
with preference given to fenale students returning to

U T. EIl Paso to pursue an art degree after a hiatus in
their studies.

U. T. El Paso: Acceptance of Gfts from Various Donors
and Establishnent of the Esther and Louis Benson Endowed
Schol arshi p Fund. --The Asset Mnagenent Conmittee recom
mended and the Board accepted $10,000 in gifts fromvari -
ous donors and established the Esther and Louis Benson
Endowed Schol arship Fund at The University of Texas at

El Paso.

I ncone earned fromthe endowrent will be used to award
schol arshi ps to senior and/or graduate nursing students
in the College of Nursing and Health Sciences who are
pursuing careers in a community health-related field.
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34.

35.

U T. El Paso: Acceptance of Gft from M. Hughes
Butterworth, Jr., and Famly, El Paso, Texas; Establish-
nment of the Hughes Butterworth, Jr. and Fam |y Presiden-
tial Leadership Fund; and Designation of One-Half of the
G ft for Current Purposes.--A gift of 3,750 shares of
Lawyers Title Corporation common stock, valued at $45, 000,
from M. Hughes Butterworth, Jr., and famly, El Paso,
Texas, was accepted for the benefit of The University of
Texas at ElI Paso, and one-half of the gift was used to
establish the Hughes Butterworth, Jr. and Famly Presi-
denti al Leadership Fund.

| ncone earned fromthe endowent and the remai ni ng one-
half of the gift will be used, at the discretion of the
President of U T. El Paso, to support activities and
prograns at U T. El Paso wth enphasis on the pronotion
of international relations and educational and econom c
devel opment within the El Paso community.

U T. El Paso: Acceptance of Bequest fromthe Estate of
Bertha L. Warden, El Paso, Texas, and Establishment of
the MIlton T. & Bertha L. Warden UTEP Basketbal|l Endow
ment Fund. - - The Board, upon recommendati on of the Asset
Managenent Comm ttee, accepted a bequest of one-half of
the residue of the Estate of Bertha L. Warden, El Paso,
Texas, valued at $159,981. 97 and established a quasi -
endowrent at The University of Texas at El Paso to be
naned the MIton T. & Bertha L. Warden UTEP Basket bal
Endownment Fund.

I ncone earned fromthe endowrent will be used to provide
support to the basketball programat U T. El Paso.

U T. Pan Anerican: Acceptance of Gft fromM. Louis A
Beecherl, Jr., Dallas, Texas, and Establishnment of the
(a) Louis A Beecherl, Jr. Professorship in Engineering
Endownent and (b) Julia Beecherl Professorship in Engi-
neering Endownent. --Aut horization was given to accept

a $500,000 gift fromM. Louis A Beecherl, Jr., Dallas,
Texas, and to establish two Professorships with $250, 000
each at The University of Texas - Pan Anerican as fol-

| ows:

a. Louis A Beecherl, Jr. Professorship in
Engi neeri ng Endowrent

b. Julia Beecherl Professorship in Engi-
neeri ng Endownent .

| ncone earned fromthese endownrents will be used to
support the Professorships.

U T. Perman Basin: Authorization to Accept Gant from
t he Abel | -Hanger Foundation, Mdl and, Texas, and Chal -

| enge Funds from Houston Endownent |nc., Houston, Texas,
and to Establish the Abell-Hanger Endowed Schol arship
Fund. -- A $67, 000 grant fromthe Abell-Hanger Foundati on,
M dl and, Texas, and $33,500 in matching chal | enge funds
from Houst on Endownent Inc., Houston, Texas, for a total
of $100,500 were accepted to establish the Abell-Hanger
Endowed Schol arship Fund at The University of Texas of

t he Perm an Basin.
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I ncone earned fromthe endowrent will be used to provide
schol arshi p support for junior and senior-|level students
transferring to U T. Perm an Basin subsequent to gradua-
tion fromMdland Junior College District and who were
reci pients of Abell-Hanger Foundati on schol arship(s)
whil e attending Mdland Col | ege.

U. T. Perm an Basin: Acceptance of Gft from Bank One,
Texas, NA, (dessa, Texas, and Chall enge Funds from Houston

Endownent Inc., Houston, Texas, and Establishnent of the
Bank One Presidential Schol arship Endownent. --The Asset
Managenment Conmittee recommended and the Board accepted

a $20,000 gift from Bank One, Texas, NA, Odessa, Texas,
and $10, 000 in matching chall enge funds from Houston
Endowrent Inc., Houston, Texas, for a total of $30, 000
and established the Bank One Presidential Scholarship
Endowrent at The University of Texas of the Perm an Basin.

I ncone earned fromthe endowrent will be used to award
schol arships to freshman students, wth preference given
to Bank One, Texas, NA enployees and/or their children.

U. T. Southwestern Medical Center - Dallas: Redesig-
nation of the Aradine S. Ard Professorship in Brain
Science as the Aradine S. Ard Chair in Brain Science.--
The Board, upon recommendati on of the Asset Managenent
Comm ttee, redesignated the Aradine S. Ard Professorship
in Brain Science at The University of Texas Sout hwestern
Medi cal Center at Dallas as the Aradine S. Ard Chair in
Brain Science. Funds for the Chair will continue to be
hel d and adm ni stered by the Sout hwestern Medi cal
Foundation (an external foundation), Dallas, Texas.

U. T. Southwestern Medical Center - Dallas: Acceptance
of Gant fromthe David Bruton, Jr. Charitable Trust,
Dal | as, Texas; Establishnent of The David Bruton, Jr.

Medi cal Scientist Schol arship Fund; and All ocation of
Funds fromthe Private Fund Devel opnent Canpai gn. - - Aut ho-
rization was granted to accept a $100, 000 grant fromthe
David Bruton, Jr. Charitable Trust, Dallas, Texas, and to
establish The David Bruton, Jr. Medical Scientist Schol -
arship Fund at The University of Texas Sout hwestern Medi -
cal Center at Dall as.

Further, $100,000 will be allocated fromthe $12, 500, 000
chal l enge fund established with MSRDP funds at the U T.
Sout hwestern Medical Center - Dallas as part of the
Private Fund Devel opnent Canpaign and will be used to

i ncrease the endownent to a total of $200, 000.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to outstanding students in the Medi-
cal Scientist Training Programat the U T. Southwestern
Medi cal Center - Dall as.

U T. Southwestern Medical Center - Dallas: Approval
to Accept Bequest fromthe Estate of Erma Hewitt Fol som
Dal | as, Texas.--A bequest of twenty-five percent of the
residue of the Estate of Erma Hewitt Fol som Dall as,
Texas, for a total of $27,674.79, was accepted for the
unrestricted use of the Departnent of Urology at The
University of Texas Sout hwestern Medical Center at
Dal | as.
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U. T. Southwestern Medical Center - Dallas: Redesigna-
tion of the Betty Jo Hay Chair in Mental Health as the
Betty Jo Hay Distinguished Chair in Mental Health and
Eligibility for Matching Funds Under the Texas Eni nent
Schol ars Program - - Approval was given to redesignate the
Betty Jo Hay Chair in Mental Health at The University of
Texas Sout hwestern Medical Center at Dallas as the Betty
Jo Hay Distinguished Chair in Mental Health with a total
endownent of $1, 010, 000.

Further, the actual incone that will be earned on al
qualifying gifts received will be certified to the appro-
priate State authorities for matching under the Texas

Em nent Schol ars Program as set out in Chapter 51, Sub-
chapter | of the Texas Education Code, when natching
funds are nmade avail abl e under that act.

U. T. Southwestern Medical Center - Dallas: Accep-
tance of Gft fromM. and Ms. Thomas O (G nda) Hicks,
Dal | as, Texas; Establishnent of the Thonmas O Hicks Fam
ily Distinguished Chair in Al zheiner's Di sease Research
Al location of Funds fromthe Private Fund Devel opnent
Canpaign; and Eligibility for Matchi ng Funds Under the
Texas Em nent Schol ars Program --The Asset Managenent
Comm ttee recommended and the Board accepted a gift, com
prised of 14,884 shares of Sybron International Corpora-
tion common stock, valued at $526,521.50, from M. and
Ms. Thomas O (G nda) Hicks, Dallas, Texas, and estab-

| ished the Thomas O Hi cks Fam |y Distinguished Chair in
Al zheimer' s Di sease Research at The University of Texas
Sout hwestern Medi cal Center at Dall as.

Furt her, $526,521.50 will be allocated fromthe

$25, 000, 000 chal | enge fund established by an anonynous
donor as part of the Private Fund Devel opnent Canpai gn
and will be used to increase the endownent to a total
of $1, 053, 043.

In addition, the actual incone that will be earned on

t he $526,521.50 gift and the $526,521.50 in chal |l enge
funds will be certified to the appropriate State author-
ities for matchi ng under the Texas Em nent Schol ars Pro-
gram as set out in Chapter 51, Subchapter | of the Texas
Educati on Code, when natching funds are made avail abl e
under that act.

| ncone earned fromthe endowent will be used to support
the Distinguished Chair.

U T. Southwestern Medical Center - Dallas: Acceptance
of Gft and Pledge from M. Jake Tobol owsky, Dall as,
Texas; Establishnment of the Jake Tobol owsky Visiting

Pr of essorship Fund in Psychiatry in Menory of Helen B.
Tobol owsky and in Honor of Dr. David M Tobol owsky; and
Al location of Funds fromthe Private Fund Devel opnent
Canpai gn. - - Upon reconmmendati on of the Asset Managenent
Comm ttee, the Board accepted a $25,000 gift and

a $25,000 pl edge, payabl e by Decenber 31, 1995, from
M. Jake Tobol owsky, Dallas, Texas, for a total

of $50,000 and established the Jake Tobol owsky Visiting
Prof essorship Fund in Psychiatry in Menory of Helen B.
Tobol owsky and in Honor of Dr. David M Tobol owsky at
The University of Texas Sout hwestern Medical Center at
Dal | as.
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Further, $50,000 will be allocated fromthe $12, 500, 000
chal  enge fund established with MSRDP funds at the U T.
Sout hwestern Medical Center - Dallas as part of the
Private Fund Devel opnent Canpaign and will be used to

i ncrease the endownent to a total of $100, 000.

| ncone earned fromthe endowent will be used to support
t he Fund.

U. T. Southwestern Medical Center - Dallas: Dissolution
of the (a) Nerve Regeneration Endownent Fund, (b) Nerve
Regener ati on Endowrent Fund No. 2, and (c) Sout hwestern
Ball 1993 Endownent Fund; Acceptance of Transfer of Funds
to Establish the Kent WAl drep Foundati on Center for Basic
Neur osci ence Research (an Endownent):; and Eligibility for
Mat chi ng Funds Under the Texas Em nent Schol ars Program - -
Aut hori zation was granted to dissolve the follow ng three
endownents at The University of Texas Sout hwestern Medi cal
Center at Dallas and to transfer the funds in each, total-
ling $2,629,399.92, to establish an endowrent at the U T.
Sout hwestern Medical Center - Dallas to be naned t he Kent
Wal drep Foundation Center for Basic Neuroscience Research:

a. Nerve Regeneration Endowrent Fund
b. Nerve Regeneration Endownent Fund No. 2
c. Southwestern Ball 1993 Endownent Fund.

Further, the actual incone that wll be earned on al
qualifying gifts will be certified to the appropriate
State authorities for matching under the Texas Em nent
Schol ars Program as set out in Chapter 51, Subchapter

of the Texas Education Code, when nmatching funds are made
avai |l abl e under that act.

| ncone earned fromthe endowent will be used to support
basic research related to nerve growh, function, and
regeneration by faculty appointed to endowed positions at
t he Kent Wal drep Foundation Center for Basic Neuroscience
Resear ch

This action, which has the concurrence of the original
primary donors as well as the approval of The University
of Texas System O fice of General Counsel, will result in
the nore effective adm nistration of these funds which
were all originally donated "to support basic research
related to nerve growh, function, and regeneration."

U. T. Medical Branch - Galveston: Dissolution of The
Harry K. Davis Research and Educati onal Devel opnent

Fund for Physician's Assistant Program--At the request
of the original donor, Harry K Davis, MD., Coronado,
California, the Board di ssolved The Harry K. Davis
Research and Educati onal Devel opnent Fund for Physician's
Assi stant Program at The University of Texas Medi cal
Branch at Gal veston and returned the funds for current
pur poses as determ ned by the Dean of the U T. Allied
Heal th Sci ences School - @Gl veston.
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U T. Medical Branch - Gl veston: Acceptance of Bequest
fromthe Estate of Hazel H. Ransom Austin, Texas, and

Est abli shnent of the Harry Huntt Ransom Fell owship in

the Medical Humanities.--The Asset Managenent Conmittee
recommended and the Board accepted a residuary bequest of
$50, 000 fromthe Estate of Hazel H Ransom Austin, Texas,
and established the Harry Huntt Ransom Fel |l owship in the
Medi cal Humanities at The University of Texas Medi cal
Branch at Gal veston.

This Fell owshi p was established pursuant to authority
grant ed under Section 65.36(f) of the Texas Education
Code.

I ncone earned fromthe endowent will be used to support
t he Fel | owshi p.

U T. Medical Branch - Glveston: Acceptance of Gfts
from Various Donors and Establishnent of The Henry

Renf ert Endowed Schol arshi p Fund. - - Approval was given
to accept $15,225 in gifts fromvarious donors and to
establish The Henry Renfert Endowed Schol arship Fund in
the U T. Medical School - Galveston at The University
of Texas Medical Branch at (al veston.

I ncone earned fromthe endowrent will be used to provide
schol arshi ps for students in the nmedical degree program
of the U T. Medical School - Gal veston.

U. T. Mdical Branch - Galveston: Acceptance of G ft
fromM. and Ms. Peyton A (Lydia) Schapper, LaMarque,
Texas, and Corporate Mtchi ng Funds Pl edge from Marat hon
Ol Corporation, Findley, Chio, and Establishnent of The
Peyton and Lydi a Schapper Endowed Schol arshi p Fund. - - Upon
recommendati on of the Asset Managenent Committee, the
Board accepted a $20,000 gift fromM. and Ms. Peyton A
(Lydi a) Schapper, LaMarque, Texas, and a $5, 000 corporate
mat chi ng funds pl edge, payabl e by Decenber 31, 1995, from
Marat hon G| Corporation, Findley, Ohio, for a tota

of $25,000 and established The Peyton and Lydi a Schapper
Endowed Schol arship Fund in the U T. Allied Health Sci-
ences School - Galveston at The University of Texas

Medi cal Branch at Gal veston.

I ncone earned fromthe endowrent will be used to provide
schol arshi ps for degree-seeking students accepted in

the programin the Department of Health Pronotion and
Gerontology inthe U T. Allied Health Sci ences School -
Gal veston. Schol arshi p reci pi ents nmust have an est ab-

| i shed sound academ c record denonstrating their talents
and skills and have indicated that CGerontology is their

i ntended career path.

U T. Health Science Center - Houston: Authorization to

Redesi gnate the Distinguished Chair in Cellul ar Pathol ogy
in the Departnent of Pathol ogy and Laboratory Mdicine as
t he Distinguished Chair in Pathology and Laboratory Medi -
cine.--Authorization was given to redesignate the Distin-
gui shed Chair in Cellular Pathology in the Departnent of

Pat hol ogy and Laboratory Medicine in the U T. Medical
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School - Houston at The University of Texas Health Sci -
ence Center at Houston as the Distinguished Chair in
Pat hol ogy and Laborat ory Medi ci ne.

See Page 87 related to an appointnment to this D stin-
gui shed Chair.

U T. Health Science Center - San Antoni o: Acceptance
of Transfer of Funds and Establishnent of the Rehabili -
tation Medicine Distingui shed Professorship.--The Board,
upon recommendati on of the Asset Managenent Conm ttee,
accepted a $250,000 transfer of MSRDP funds and est ab-

| i shed the Rehabilitation Medicine Distinguished Profes-
sorship at The University of Texas Health Science Center
at San Antonio.

| ncone earned fromthe endowent will be used to support
t he Di stingui shed Professorship.

Since this endownent is funded with MSRDP funds, it wll
be held as "funds functioning as endowrent" for account-
i Nng purposes.

U T. Health Science Center - San Antonio: Approval to
Accept Gft fromDr. and Ms. J. Marvin Smth, 111, San
Antoni o, Texas, and G her Fam |y Menbers; Establishnent
of the Dr. John M Smith, Jr. Professorship in Famly
Practice; and Eligibility for Matchi ng Funds Under the
Texas Em nent Schol ars Program --Aut horization was given
to accept a $100,000 gift fromDr. and Ms. J. Marvin
Smith, Ill, San Antoni o, Texas, and other famly nenbers
and to establish the Dr. John M Smith, Jr. Professorship
in Fam |y Practice at The University of Texas Health Sci -
ence Center at San Antonio.

Further, the actual incone that wll be earned on the
$100,000 gift will be certified to the appropriate State
authorities for matching under the Texas Em nent Schol ars
Program as set out in Chapter 51, Subchapter | of the
Texas Education Code, when matchi ng funds are nade
avai |l abl e under that act.

| ncone earned fromthe endowent will be used to support
t he Professorship.

U T. MD. Anderson Cancer Center - Alando J. Ballantyne
Pr of essorshi p of Head and Neck Surgery: Transfer of
Funds and Establishnent of the Alando J. Ball antyne

Di stingui shed Lecture Series.--Upon recomendation of
the Asset Managenent Conm ttee, the Board authorized

a $100, 000 transfer of accunul ated earnings fromthe

Al ando J. Ball antyne Professorship of Head and Neck Sur-
gery at The University of Texas M D. Anderson Cancer
Center and established a quasi-endowrent to be naned the
Al ando J. Ball antyne D stinguished Lecture Series.

I ncone earned fromthe endowrent will be used to support
an annual |ecture series honoring the many contri butions
of Alando J. Ballantyne, MD., to the U T. MD. Anderson
Cancer Center.

This transfer was made with the concurrence of the orig-

i nal donor of the funding for the Alando J. Ball antyne
Prof essorshi p of Head and Neck Surgery.
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52. U. T. MD. Anderson Cancer Center: Acceptance of Bequest
fromthe Estate of Nellie Austin Pol k, Beaunont, Texas.--
The residue of the Estate of Nellie Austin Pol k, Beaunpnt,
Texas, totalling $2,941. 96 was accepted for the unre-
stricted use of The University of Texas M D. Anderson
Cancer Center.

53. U. T. MD. Anderson Cancer Center: Acceptance of
Remai nder Interest inthe (a) Ruth M WIlson Trust A
(b) Ruth M WIlson Trust B, and (c) Robert E. WIson
Revocabl e Trust, Al of Maricopa County, Arizona.--
Approval was given to accept a five percent remainder
interest in the Ruth M WIlson Trust A in the anount
of $6,119.54, a five percent renmainder interest in the
Ruth M WIlson Trust B in the anount of $7,798.29, and
a .3125 renmainder interest in the Robert E. WIson Revo-
cable Trust in the amount of $1,937.66, all of Maricopa
County, Arizona, for a total of $15,855.49, for cancer
research at The University of Texas M D. Anderson Cancer
Center.

V. I NTELLECTUAL PROPERTY MATTERS

1. U T. Health Science Center - Houston: Approval of
Pat ent License, Sponsored Research, and Stock Purchase
Agreenents with SonoLife, Inc. (SonoLife), Canpbell,
California; Acceptance of Equity in SonolLife, Inc. by the
U T. System and Authorization for Dr. Jonathan Ophir to
Accept Equity in and Serve on Scientific Advisory Board
of SonoLife, Inc.--Upon recommendation of the Asset Man-
agenent Committee, the Board:

a. Approved the Patent License Agreenent,
Sponsor ed Research Agreenent, and Stock
Pur chase Agreenent between the U T. Board
of Regents, for and on behalf of The Uni -
versity of Texas Health Science Center at
Houst on, and SonoLife, Inc. (SonoLife),
Canmpbell, California, as set out on
Pages 181 - 206

b. Approved the acceptance of equity in
SonoLife, Inc. by The University of Texas
System for and on behalf of the U T.
Heal th Sci ence Center - Houston, as par-
tial consideration for the Patent License
Agr eenent

C. Aut hori zed the acceptance of equity in
and service as Chairman of the Scientific
Advi sory Board of SonoLife, Inc. by
Dr. Jonat han Ophir, Professor in the
Department of Radiology at the U T. Medi-
cal School - Houston of the U T. Health
Sci ence Center - Houston.

Dr. Jonat han Ophir has devel oped conputer hardware, soft-
war e, and associ ated nmethods for ultrasound that are
useful in nedical imaging applications, industrial appli-
cations for the quality grading of neat, and in non-

i magi ng nedi cal applications. SonoLife, Inc. is a Texas
corporation formed for the purpose of commercializing

Dr. Ophir's technology in other than nmedi cal diagnostic
and t herapeutic imaging.
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Under the Patent License Agreenent, SonoLife is granted a
royal ty-bearing, exclusive, worldw de |icense to nake,
have made, use, or sell the ultrasound technol ogy for the
quality grading of nmeat with an option for non-imaging
medi cal applications. SonoLife wll pay the U T. Health
Sci ence Center - Houston four percent (4% of gross reve-
nues plus one half of consideration received by SonolLife
from subl i censees.

SonoLife wll issue shares of its common stock in the
anounts of 15,000 shares to the U T. Health Science
Center - Houston and 25,000 shares to Dr. Ophir. Thus
U T. Health Science Center - Houston will own fifteen
percent (15% and Dr. Ophir wll own twenty-five per-
cent (25% of stock initially issued by SonoLife. The
St ock Purchase Agreenent places certain restrictions on
the disposition of the shares and sets forth rights of
the U T. Health Science Center - Houston as a share-
holder. Dr. Ophir wll serve as Chairman of the Scien-
tific Advisory Board of SonoLife.

Under the Sponsored Research Agreenent, SonoLife wll
fund further research for up to five years in anpunts
t hat are dependent upon SonoLife's capitalization.

Dr. Ophir wll direct the research
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PATENT LICENSE AGREEMENT

THIS AGREEMENT is made by and between the BOARD OF REGENTS (“BOARD”) OF
THE UNIVERSTY OF TEXAS SYSTEM (“SYSTEM”), an agency of the State of Texas, whose
addressis 201 West 7th Street, Austin, Texas 78701, and SonoLife, Inc. (“LICENSEE"), a Texas
Corporation having a principd place of busness located a Campbel, Cdifornia

WITNESSETH:

Wheress BOARD owns cetan PATENT RIGHTS and TECHNOLOGY RIGHTS relaed to
LICENSED SUBJECT MATTER, which were developed a The University of Texas Hedlth
Science Center a& Houston (“UTHSCH”), a component ingditution of The Universty of Texas
System,;

Wheress BOARD desres to have the LICENSED SUBJECT MATTER developed and used
for the benefit of LICENSEE, the inventors, BOARD, and the public as outlined in the Intelectud
Property ‘Policy promulgated by the BOARD; and

Whereas LICENSEE wishes to obtan a LICENSE from BOARD to practice LICENSED
SUBJECT MATTER,

NOW, THEREFORE, in consderation of the mutud covenants and premises herein
contained, the parties hereto agree as follows:

1. EFEECTIVE DATE

This agreement shal be effective as of January 1, 1995 subject to gpprovd by BOARD
through its agenda.

II. DEFINITIONS
As used in this Agreement, the following terms shal have the meanings indicated:

2.1 LICENSED SUBJECT MATTER dghdl mean inventions and discoveries covered by
PATENT RIGHTS or TECHNOLOGY RIGHTS within LICENSED FHELD.

2.2 PATENT RIGHTS dhdl mean BOARD'S rights in information or discoveries covered
by paents and/or patent applications, whether domestic or foreign, and al divisons, continuations,
continuations-in-part, reissues, reexaminations or extensons thereof, and any letters patent that
issue thereon, which name Jonathan Ophir or Youseph Yazdi, as inventor(s), whether sole or
otherwise, and which relate to the invention, design, manufacture, use, SALE or LEASE of
LICENSED SUBECT MATTER, including but not limited to those specific patents titled “Method
and Apparatus for Measurement and Imaging of Tissue Compressibility or Compliance’ which is
the subject of U.S. Patent No. 5,107,837, which issued on April 28, 1992, and “Method and
Apparatus for Estimation and Imaging of Tissue Compliance in vivo” which is the subject of PCT
application US90/06736. PATENT RIGHTS shall aso include all of BOARD' srightsin
information or discoveries covered by paents and/or patent applications, whether domestic or
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foregn, and dl divisons, continuations, continuations-in-part, reissues, reexaminations Of
extensons thereof, and any letters patent that issue thereon, which relate to the invention, design,
manufacture, use, SALE or LEASE of LICENSED SUBJECT MATTER and which arise out of the
research sponsored by LICENSEE pursuant to the Sponsored Research Agreement executed
concurrently herewith. PATENT RIGHTS shall not include U.S. Patent No. 5,178,147, titled
“Method and Apparatus for Elastographic Measurement and Imaging” which issued on January 12,
1993, U.S. Patent No. 5,293,870, titled “Method and Appaaus for Elastographic Measurement
and Imaging” which issued on March 15, 1994, and U.S. Patent Application Serid No, 08/212,734
titted “Method and” Apparatus for Elastographic Measurement and Imaging” filed March 11, 1994

2.3 TECHNOLOGY RIGHTS shdl mean BOARD'S present rights in any technicd
information, know-how, process, procedure, composition, device, method, formula, protocal,
technique, software, design, drawing or data relating to the invention, design, manufacture, use,
SALE or LEASE of LICENSED SUBJECT MATTER which are not covered by PATENT
RIGHTS but which are necessary for practicing the invention covered by the PATENT RIGHTS a
any time during the term of this Agreement and which result from activities conducted under the
soonsored  Research Agreement.

2.4 LICENSED FIELD shall mean dl uses of LICENSED SUBJECT MATTER for meat
evauation.

2.5 OPTION FIELDS shall mean any fields of use other than (i) LICENSED FIELD, and
(i) medicd diagnogtic and therapeutic imaging.

2.6 LICENSED TERRITORY shall mean the world.

2.7 LICENSED PRODUCT shal mean any product SOLD or LEASED by LICENSEE
comprising LICENSED SUBJECT MATTER.

2.8 ROYALTY AMOUNT shdl mean the sum of four percent (4%) of the GROSS
REVENUE amount for each SALE or LEASE of a LICENSED PRODUCT. A LICENSED
PRODUCT g¢hdl not be conddered SOLD or LEASED if it is placed soldy for demonstration or
luminary purposes or it is placed for purposes of obtaining governmental or regulatory approvas of
the LICENSED PRODUCT.

29 SALE or SOLD shdl mean the commercid sale, transfer or dispostion of a

LICENSED PRODUCT for vdue to a paty other than LICENSEE or a subsdiay of LICENSEE,
net of returns and replacements.

210 LEASE or LEASED shdl mean the commercid lease of LICENSED PRODUCT for
value to a party other than LICENSEE or asubsidiary of LICENSEE.

2.11 GROSS REVENUES shdl mean gross sdes price or lease income minus taxes,
shipping fees, import duties and damaged goods returns.

212 SUBSIDIARY ghdl mean any busness entity more than 50% owned by LICENSEE,

or any business entity that is more than 50% owned by a business entity which owns more than
50% of LICENSEE.
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1. WARRANTY: SUPERIOR-RIGHTS

3.1 Except for the rights, if any, of the Government of the United States, as set forth
hereinbelow, BOARD represents its belief that it is the owner of the entire right, title, and interest
in and to LICENSED SUBJECT MATTER, and that it has the sole right to grant LICENSES
thereunder, and that UTHSCH has not knowingly granted licenses thereunder to any other entity
that would redtrict rights granted hereunder except as expressy dstated herein,

3.2  LICENSEE undergands that the LICENSED SUBJECT MATTER may have been
developed under a funding agreement with the Government of the United States of America and, if
50, that the Government may have certain rights relative thereto. This AGREEMENT explictly is
made subject to the Government's rights under any such agreement and any applicable law or
regulation. The extent that there is a conflict between any such agreement, applicable law or
regulaion and this AGREEMENT, the terms of such Government agreement, applicable law or
regulation sl prevall.

IV. LICENSE

41 BOARD heeby grants to LICENSEE a world-wide roydty-bearing, exclusive
LICENE under LICENSED SUBJECT MATTER to manufecture, have manufactured, use and/or
sl LICENSED PRODUCTS within LICENSED TERRITORY for use within LICENSED HELD.
This grant shdl be subject to the payment by LICENSEE to BOARD of dl consderation as
provided in this AGREEMENT, and shdl be further subject to rights retained by BOARD to:

(@ publish the generd scientific findings from research related to LICENSED
SUBJECT MATTER.

(b) use any information contained in LICENSED SUBJECT MATTER for research,
teaching and other educationaly-related purposes.

42 LICENSEE shdl have the right to extend the LICENSE granted herein to any
SUBSIDIARY  provided that such SUBSIDIARY consents to be bound by this Agreement to the
same extent as LICENSEE.

43 LICENSEE shdl have the right to grant SUBLICENSES consgtent with this
Agreement provided that LICENSEE shdl require that such SUBLICENSEES be bound by each of
the materid terms and conditions hereunder, and that LICENSEE be responsble for the payment of
roydties whether or not paid to LICENSEE by a SUBLICENSEE. LICENSEE further agrees to
deliver to BOARD a true and correct copy of each SUBLICENSE granted by LICENSEE, and any
modification or termination thereof, within thirty (30) days after execution, materid modification,
or termination. Upon terminaion of this Agreement, any and all existing SUBLICENSES granted
by LICENSEE shdl be assgned to BOARD, subject to the same obligations which the BOARD hes
to LICENSEE under this Agreement.

4.4  BOARD dhdl have the right & any time dfter five (5) years from the date of this

Agreement, to terminate the exclusvity of the license granted herein in any nationd politica
jurisdiction if LICENSEE, within ninety (90) days after written notice from BOARD as to such
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intended termination of exclugvity, fals to provide written evidence that it has commercidized or
is activdly attempting to commercidize the LICENSED SUBJECT MATTER within such
jurisdiction. BOARD agrees to negotigte in good faith with LICENSEE for adjusting terms under
such anonexclusive arrangement. BOARD shdl have the right a any time after seven (7) years
from the date of this Agreement to terminate the license completely in any nationa politica
jurisdiction if LICENSEE, within ninety (90) days after written notice from BOARD of such
intended termination, fals to provide written evidence that it has commercidized or is actively
dtempting to commercidize the LICENSED SUBJECT MATTER licensed hereunder within  such
jurisdiction. Evidence provided by LICENSEE that it has an ongoing and active research,
development, manufacturing, marketing or licensng progran as appropriate, directed toward
production and sde of products based on the LICENSED SUBJECT MATTER within such
jurisdiction shal be deemed sdisfactory evidence.

V. PAYMENTS AND REPORTS

51 In congderation of rights granted by BOARD to LICENSEE under this Agreement,
LICENSEE agrees to pay BOARD the following:

(& A ROYALTY AMOUNT of four percent (4%) of GROSS REVENUES for each
SALE or LEASE of a LICENSED PRODUCT.

(b) With respect to SUBLICENSES, one hdf (1/2) of any consideration received by
LICENSEE from any SUBLICENSEE exclusve of patent and legd codt
relmbursement.

5.2 There shall be but one ROYALTY AMOUNT on any LICENSED PRODUCT
regardless of the number of PATENT RIGHTS or TECHNOLOGY RIGHTS which may be
incorporated or utilized therein.

5.3 During the Term of this Agreement and for one (1) year theresfter, LICENSEE shdll
keep complete and accurate records of its and its SUBLICENSEE's SALES andlor LEASES of
LICENSED PRODUCTS under the LICENSE granted in this Agreement in sufficient detal to
enable the roydties payable hereunder to be determined. Upon thirty (30) days written notice, and
not more often than once each cdendar quarter, LICENSEE shdl permit BOARD or its
representatives, a8 BOARD'S expense, to periodicaly examine its books, ledgers, and records
during regular business hours for the purpose of and to the extent necessary to verify any amount
required under this Agreement. In the event that the amounts due to BOARD ae determined to
have been underpad, LICENSEE shdl pay the cost of such examination, and accrued interest a the
highes dlowable rate. All such payments shal be due and owing within thirty (30) days of notice
of the completion of such audit and the report of such discrepancy, except to the extent such notice
and report are disputed, in which case such amount shadl be due and owing within thirty (30) days
of the resolution of such dispute.

54 Within thirty (30) days after March 31, June 30, September 30, and December 3 1,
respectively, LICENSEE shdl deliver to BOARD a true and accurate report, giving such
paticulars of the business conducted by LICENSEE and its SUBLICENSEES if any exid, during
the preceding three (3) calendar months under this Agreement as are pertinent to an account for
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payments  hereunder. Such report shal include at least (a) the totd SALES andlor LEASES, (b) the
caculation of ROYALTY AMOUNT thereon and amounts payable pursuant to Section 5.1(b); and

(c) the total amounts so computed and due BOARD. Simultaneousy with the delivery of each such
report, LICENSEE shdl pay to BOARD the amount, if any, due for the period of such report. |f

no payments are due, it shal be so reported.

55 All amounts payable hereunder by LICENSEE shdl be payable in United States funds
without deductions for taxes, assessments, fees, or charges of any kind. UTHSCH. is a tax exempt
organization under the laws of the State of Texas and of the United States and shdl be solely
responsble for any taxes which may heredfter be levied upon the ROYALTY AMOUNT payments

to BOARD. Checks shdl be made payable to The Universty of Texas Hedth Science Center
a Houson.

56 In further consderation, LICENSEE agrees to fund a sponsored research agreement
with Jonathan Ophir, D. Eng. as Principd Investigator for a minimum amount of Five Hundred
Dollars $500.00 per year, for a minimum of five (5) years beginning upon the effective date of this
Agreement. The scope of the research will be agreed to jointly by LICENSEE and Jonathan Ophir.

VI. COMMON STOCK: EQUITY OWNERSHIP

6.1 In congderation of the rights granted to LICENSEE by BOARD in this
AGREEMENT, LICENSEE agrees that upon execution of this AGREEMENT it shdl isue
BOARD Fifteen Thousand (15,000) fully paid, non-assessable shares of its common stock, $.01 par
vaue, which shares of stock shall equd fifteen percent (15%) of al shares of its common stock.

6.2 BOARD dhdl have the right to name directors on the board of directors of LICENSEE
in proportion to the number of shares held by BOARD relative to the tota number of issued shares,
provided, that BOARD ¢hdl dways have the right to have a least one seat on LICENSEE'S board.
At its option, BOARD may decline to name a director, but in any event, shal receive notice of
each meeting of the board of directors and shdl have the right to have an observer attend al such
meetings.

6.3 If, as and when LICENSEE issues additiona shares of its common stock or any other
securities convertible into its common stock in connection with any transaction after the
EFFECTIVE DATE of this Agreement and prior to ether (i) its initid offering of securities to the
public, (i) sde, transfer or assgnment of a controlling interest in LICENSEE, or (jii) sde
trander or assgnment of subdtantidly dl the assets of LICENSEE, LICENSEE shdl issue to
BOARD warrants (hereinafter “WARRANTS’) to purchese from LICENSEE additiond shares of
LICENSEE's common stock (hereinafter "WARRANT SHARES') equd in number to fifteen
percent 15 % of the number of shares of common stock or common stock equivaents then being
issued by LICENSEE. Such WARRANTS gshdl be dlocated in the same percentages as in
paragraph 6.1 [i.e, in the same percentages the stock was owned when the patent license
agreement became effectivel. The WARRANTS dhdl be exercisable before the ealier of (8) five
(5) years from their date of issue, or (b) their cal by LICENSEE (which shal not occur prior to
three (3) years from thelr date of issue). LICENSEE agrees to notify BOARD a least ninety (90)
days prior to any transaction involving an exchange of the company’s stock or any other securities
convertible into its common stock for vaue, whether for goods or services, and the notice shall
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include al detals of the transaction. If WARRANTS issued to BOARD and outstanding are not
exercised within sixty (60) days prior to the initid public offering of securities by LICENSEE,
such  WARRANTS ghdl automaticdly terminate. LICENSEE shdl give BOARD one hundred
twenty (120) days written notice prior to the effective date of any such initid public offering. In the
event that any of LICENSEE's common stock or securities convertible into common stock is or are
issued in a cash transaction, the exercise price per WARRANT SHARE shdl be equivdent to the
lowest price per share of common stock issued in such transaction. Where the transfer of
LICENSEE's stock or securities convertible into common stock is for goods or for services, the
exercise price per WARRANT SHARE shdl be equivdent to the far maket vdue of the goods or
savices obtained by the transfer and shall be caculated according to the previous sentence as
though the far market vaue of such goods and services were a cash transaction.

VII OPTION

7.1 BOARD grants to LICENSEE an exclusve option to negotigte an exclusve or non-
exclusve (as LICENSEE may dect), roydty-bearing, worldwide license to practice LICENSED
SUBJECT MATTER aswell asany and al of the patents listed in Exhibit A within the OPTION
FIELDS, exercisable upon written notice to BOARD a any time during sixty (60) months (subject
to Section 7.4) following the Effective Date hereof. In partid condderation of such option,
LICENSEE will pay BOARD upon exercise of the option an amount of money as will fully
remburse BOARD's prior patent-rlated expenditures in respect to searching, preparing, filing,
prosecuting and maintaining domestic and foreign PATENT RIGHTS and patents lised in  Exhibit
A not otherwise reimbursed to BOARD by any other licensee.

7.2 It is agreed by the paties that the license referenced in 7.1 above shal be negotiated in
good faith within a period not to exceed one hundred eghty (180) days from LICENSEE's
notification to BOARD of its desre to negotiate such a license, or within such other period of time
to which the paties shal mutualy agree.

7.3 Except as described in Section 7.4 below, BOARD ghdl not offer the subject matter
optioned pursuant to Section 7.1 to any third party unless the sixty (60) month notification period
described in 7.1 above, or any extenson thereof, has expired without the required notification by
LICENSEE of its dedre to enter into license negotiations, or in the event LICENSEE has provided
such notification, the 180 day license negotiaion period described in 7.2 above has expired and
BOARD and LICENSEE have faled to enter into a license agreement.

74 1f & any time during the term of this option or any extension thereof BOARD receives
a bona fide detalled plan (which may include but is not limited to a Sponsored Research Agreement
which grants rights to the research results to the Sponsor) to develop and/or commercidize an
invention and/or discovery covered under the subject matter optioned pursuant to Section 7.1 from
a third party (such as a governmenta agency, or a commercid entity other than LICENSEE) with
resources reasonably necessary to develop and commercidize such invention and/or discovery,
BOARD may give written notice to LICENSEE of such event. LICENSEE then shdl within sixty
(60) days by written notice to BOARD its intent to: (i) elect to negotiate an exclusive license of
such invention and/or discovery; (i) send to BOARD a bona fide detailed plan (which may include
but is not limited to a Sponsored Research Agreement) to develop and/or commercidize such
invention and/or discovery on a schedule that either reasonably approximates that of such third
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paty or is more favorable than that of such third party; or (iii) release its rights under this option to
such invention and/or discovery.

75 LICENSEE may extend the term of the option granted in 7.1 above for another sixty
(60) month period by the payment to BOARD of a mutudly agreed to Extenson Fee

76 Upon exercise of the option LICENSEE shdl reimburse further reasonable
expenditures by BOARD in respect of prosecuting and maintaining PATENT RIGHTS and paents
liged in Exhibit A in the United States and in those foreign countries as agreed to by LICENSEE
and not otherwise rembursed to BOARD by any other licensee. In any event, if LICENSEE
requests that any patent or paent agpplication be prepared, filed, prosecuted or maintained,
anywhere in the world, BOARD will diligently undertake such activity to the extent and for so long
a LICENSEE remburses BOARD’'s reasonable expenditures therefor. Reimbursements due
BOARD hereunder shal be pad by LICENSEE within thirty (30) days of its receipt of a hill from
BOARD with respect to each patent gpplication and patent for which LICENSE has exercised its
option.

VIII. TERM AND TERMINATION

8.1 The Term of this Agreement shal extend from the Effective Date set forth hereinabove
to the full end of the term or terms for which the last patent included within the PATENT RIGHTS
has not expired or been abandoned or declared invaid by a court of competent jurisdiction.

82 This Agreement will earlier terminae

(@ automaticdly if LICENSEE shdl become bankrupt or insolvent andlor if the
business of LICENSEE shdl be placed in the hands of a recelver, assgnee, or
trustee, whether by voluntary act of LICENSEE or otherwise

(b) upon ninety (90) days written notice by BOARD if LICENSEE shdl breach or
default on any obligation under this LICENSE Agreement; provided, however,

LICENSEE may avoid such termination if before the end of such period LICENSEE
notifies BOARD that such breach has been cured and states the manner of such cure.

8.3 Upon termination of this Agreement pursuant to this Article VIII or Artice 4.4,
nothing herein shal be condrued to release ether paty of any obligation matured prior to the
effective date of such termination. LICENSEE may, dfter the effective date of such termination,
sl or othewise dispose of all LICENSED PRODUCT and parts therefore that it may have on
hand a the date of termination, provided that it pays the ROYALTY thereon as provided in this
Agreement.

84 Upon termination of this Agreement for any reason Article XII and XIV shdl survive
for al purposes.

IX. INFRINGEMENT BY THIRD PARTIES

9.1 LICENSEE gshdl enforce a its expense any patent exclusvely licensed hereunder
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againg subgtantiad infringement within LICENSED HELD by third paties and shdl be entitled to
retain any recovery from such enforcement. LICENSEE shall pay BOARD aROYALTY
AMOUNT on any recovery to the extent that such recovery by LICENSEE is held to include
damages or a reasonable royaty in lieu thereof, net of al fees and expenses of such recovery, but
in no event to exceed one half of the net amount thereof. If LICENSEE and BOARD shdl enforce
a joint expense any patent exclusvely LICENSED hereunder agangt substantid infringement by
third parties and shal be entitled to retain any recovery from such enforcement, then such recovery
shdl be divided on a pro raa percentage based upon tota costs incurred, net dl fees and expenses
of such recovery owed to third parties. In the event that LICENSEE has not commenced license
negotiations with and be diligently pursuing the same or has not filed suit aganst a subgtantia
infringer of such patents within six (6) months of knowledge thereof, (including notice of such
infringement by BOARD of a minimum of ninety (90) days), then BOARD shdl have the right to
enforce any patent licensed hereunder on behdf of itsdf and LICENSEE (BOARD retaning dl
recoveries from such enforcement), provided, however, that LICENSEE shal not be required to
maintain more than one Suit a any one time in order to retain its rights under this section.

92 In any suit or dispute involving an infringer of the licensed PATENT RIGHTS, the
parties shal cooperate fully, and upon the request and a the expense of the party bringing suit, the
other paty shdl make avalable to the paty bringing suit a reasonable times and under gppropriate
conditions al relevant personnd, records, papers, information, samples, specimens, and the like
which are in its possession.

9.3 Should LICENSEE be sued by athird party for infringement of a patent for which an
injunction would othewise preclude LICENSEE's practice of LICENSED SUBJECT MATTER, or
should the vdidity of any of the licensed PATENT RIGHTS be chdlenged in a judicid proceeding,
up to one-haf (1/2) of the ROYALTY AMOUNT payments may be held in escrow until such time
& a dtlement is reached or the suit is concluded. ROYALTY AMOUNT payments held in
escrow for more than sixty (60) days shall accrue interest at a rate of prime plus one percent (1 %),
and shdl be payable to BOARD aong with any ROYALTY AMOUNT payments due.

X. ASSIGNMENT

This Agreement may not be assgned by LICENSEE without the prior written consent of
BOARD.

XI. PATENT MARKING
LICENSEE agrees to mak permanently and legibly al products and documentation

manufactured or sold by it under this Agreement with such patent notice as may be permitted or
required under Title 35, United State Code.

XII. INDEMNIFICATION
LICENSEE shdl indemnify, defend and hold harmless BOARD, SYSTEM, and UTHSCH

its Regents, officers, employees, and agents from and againgt any claims, demands, or causes of
action whatsoever, including without limitation those arisng on account of any injury or death of
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persons or damage to property caused by, or arising out of, or resulting from, the exercise or
practice of the LICENSE granted hereunder by LICENSEE or its officers, employees agents or
representatives.

X1, USE OF BOARD AND COMPONENT'S NAME

LICENSEE shdl not use the name of SYSTEM, BOARD or UTHSCH in connection with
the marketing or advertisng of any LICENSED PRODUCT without express written consent,

XIV. CONFIDENTIAL INFORMATION

14.1 BOARD and LICENSEE eaxch agree tha dl information contaned in documents
marked “confidentia” which are forwarded to one by the other shal be received in drict
confidence, used only for the purposes of this Agreement, and not disclosed by the recipient party
(except as required by law or court order), it's agents or employees without the prior written
consent of the other party, unless such information (@) was in the public domain a the time of
disclosure, (b) later became part of the public domain through no act or omisson of the recipient
party, its employees, agents, successors or assigns, (€) was lawfully disclosed to the recipient party
by third party having the right to disclose it, (d) was aready known by the recipient paty a the
time of disclosure, (€) was independently developed or (f) is required to be submitted to a

government agency pursuant to any preexisting obligation.

142 Each paty’'s obligation of confidence hereunder shal be fulfilled by usng a least the
same degree of care with the other party’s confidentid information it uses to protect its own
confidentid information. This obligation shal exist while this agreement is in force and for a
period of five (5) years theredfter.

XV. PATENTS AND INVENTIONS

15.1 I after conaultation with LICENSEE it is agreed by BOARD AND LICENSEE that
a Paent Application should be filed for LICENSED SUBJECT MATTER, BOARD will prepare
and file gppropriate patent applications, and LICENSEE will pay the cost .of searching, preparing,
filing, prosecuting and maintaining same. BOARD shdl use dl reasonable efforts to amend any
patent application to include clams reasonably requested by LICENSEE to protect the products
contemplated to be sold under this Agreement.

15.2 If LICENSEE notifies BOARD that it does not intend to pay the cost of an
application, or if LICENSEE does not respond or meke an effort to agree with BOARD on the
dispogtion of rights of an invention within the scope of LICENSED SUBJECT MATTER within
ninety (90) days of a written request therefore, then BOARD may file such gpplication a its own
expense and LICENSEE sndl have no rights to such invention within the jurisdiction covered by
such filing. LICENSEE's obligation to underwrite and to pay patent prosecution costs shal
continue for so long as this Agreement remans in effect, provided however, that LICENSEE may
terminate its obligations with respect to any given patent gpplication or patent upon ninety (90) days
written notice to BOARD. BOARD will use its best efforts to curtall patent costs when such notice
is received from LICENSEE. BOARD may continue the prosecution andfor maintenance of such
application(s) or paent(s) a their sole discretion and expense, provided, however, that LICENSEE
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shdl have no further right or license thereunder.

153 With regard to any future inventions that may arise under any research funded by
LICENSEE, the BOARD ghdl disclose such inventions to the LICENSEE and the LICENSEE may
eect to have patent applications filed on such inventions pursuant to the terms of this Agreement.
The LICENSEE shdl have sixty (60) days from the date of the BOARD’s disclosure to eect. The
dection must be in writing and it shal desgnate the countries in which the LICENSEE dects to
have paent applications filed. Upon the LICENSEE's dection, these new inventions and
corresponding patent  gpplications become automaticaly pat of this Agreement.

XVI. GENERAL

16.1 This Agreement, the Sponsored Research Agreement and the Stock Purchase
Agreement executed by the paties concurrently herewith conditute the entire and only agreement
between the paties for LICENSED SUBJECT MATTER and dl other prior negotiations,
representations, agreement, and understandings are superseded hereby. No agreements dtering or
supplementing the terms hereof may be made except by means of a written document signed by the
duly authorized representatives of the parties.

16.2 Any notice required by this License Agreement shal be given by prepaid, first class,
certified mail, return receipt requested, addressed in the case of BOARD to:

BOARD OF REGENTS

The Universty of Texas System

201 West 7th Street

Austin, Texas 78701

ATTENTION: Office of Generd Counsd

with a copy to:

The Universty of Texas

Hedth Science Center a Houston

P.O. Box 20036

Houston, Texas 77225

ATTENTION: Office of Legal Affairs
and Rik Management

or in the case of LICENSEE to:

Sonolife  Corporation

1260 Lorde Court

Campbell, California 95008
ATTENTION: Mr. Ken Erikson

or such other addresses as may be given from time to time under the terms of this notice provision.
Such notices shal be effective five (5) days if mailed by certified mal and one (1) day if sent by
commercia  overnight  carier.
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16.3 LICENSEE shdl comply with dl gpplicdble federd, <ate and locd jaws and
reguaions in connedtion with its adiviies pursuat to this Agreament.

164 This License Agreamatt ddl be condrued and enforosd in accordence with the laws
o the United Saes of Amaica ad of the Sae of Texes

165 Falue o dther paty to enforce a right under this Agreament ddl nat at &5 a
waver of tha right or the ability to later assat thet right rddive to the paticular Stuation
involved.

166 Heedings induded hean ae for covenience only and ddl not be usad to condrue
this Agreement.

167 If ay provison of this Ageamat ddl be found by a cout to be vad, invdid o
unenforcesble, the same ddl be refomed to comply with goplicable lawv or dricken if not 0
conformeble 0 as nat to dfet the vdidity or etforoeghility of this Agreamant.

168 The paties to this Ageamat ddl be exausad from ay pafomance reguired
haeunder if such pafomance is rendared impossble o unfeesble due to ay caadrophe o ather
mgar evats beyond thar ressondble contrd, induding but not limited to war, riat, insuredions
lavs edits prodamdions ordinences rues or reguldions of ay govaenmentd ettty or body,
drikes lock-outs or aother saious work doppages or labor digoutes and floods earthquekes fires
explosons o other neturd dissgders When such evants have aodted, the parties abligations
haeunde ddl reume

IN WITNESS WHEREOF, paties hado have causd thar duy authonzed rgresidives
to exee this Agreamat.

Boad o Regats o SonoLife, Inc.

The Univasty of Texas Sydam o

By: By: M/
Thomes G. Ricks Ken Erikson
Vice Chadlar for Presdant

Ast Management

APPROVED ASTO FORM: AFROVED AS TO QGONTENT:
By: By: QW
Dudey R Dobie . 1/D. Ellis
Office of Gengd Cound Asdat Vice Preddat

Frenad Savioss
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U.S. Patent 4,669,482

U.S. Patent 4,777,958

U.S. Patent 4,807,635

U.S. Patent 4,878,500

U.S. Patent 4,993,416

U.S. Patent 5,107,837

U.S. Patent 5,143,070

U.S. Patent 5,247,937

UTHSCHOU:001RA

Exhibit A

Issued June 2, 1987

Issued October 18, 1988

Issued February 28, 1939

Issued November 7, 1989

Issued February 19, 1991

Issued April 28, 1992

Issued September 1, 1992

Issued September 28, 1993

Application not yet filed
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Pulse Echo Method and Apparatus for
Sound Veocity Edimation in Vivo

Method for Enhancing the Accuracy of
in Vivo Sound Veocty Edimation

Pulse Centroid Echo Method and

Apparatus for Enhanced Sound Veocity
Edimation in Vivo

Multi-Beam Tracking for Angle Error
Correction in Speed of Sound
Estimations

System for Ultrasonic Pan Focad Imaging
and Axid Beam Trandaion

Method and Appaaus for Measurement
and Imaging of Tissue Compressibility
or  Compliance

Transaxid Compression Technique for
Sound Veocity Esimation

Transaxial Compression  Technique for
Sound Veocity Edtimation

Method and Apparatus for Measuring the
Viscodadic  Properties of  Localized
Regions in a Bodv



SPONSORED. RESEARCH AGREEMENT

This Sponsored Research Agreement (the “Agreement”) is made between The
Universty of Texas Hedth Science Center a Houston, (“University”), a component ingditution
of The Universty of Texas System (“System”) and SonoLife, Inc., a Texas corporation with
its principd place of busness a Campbdl, Cdifornia (“Sponsor”).

RECITALS

A. Sponsor  desires that Universty perform  certain research work hereinafter
described and is willing to advance funds to sponsor such research; and

B. Sponsor desires to obtain certain rights to patents and technology developed
during the course of such research with a view to profitable commerciaization of such patents
and technology for the Sponsor's benefit; and

C. University is willing to perform such research and to grant certain rights to such
patents and technology.

NOW THEREFORE, in condderation of the mutua covenants and promises herein
contained, the Universty and Sponsor agree as follows:

1. EFFECTIVE DATE
This Agreement shal be effective as of December 31, 1994 (the “Effective Date’).

2. RESEARCH PROGRAM

2.1  Universty will use its best efforts to conduct the research program described in
Attachment A*("Research Program”), and will furnish the facilities necessary to carry out the
Research  Program. The Research Program will be under the direction of Jonathan Ophir, or
his successor as mutually agreed to by the parties (the Principad Investigator”) and will be
conducted by the Principd Invedtigator a the Universiy.

2.2 The Research Program shal be performed during the period from the Effective
Date through and including December 31, 1999. Sponsor shdl have the option to extend the
Research Program under mutualy agreeable support terms.

2.3 Sponsor undergtands that Universty’s primary misson is education and
advancement of knowledge, and, consequently, the Research Program will be designed to
cary out tha misson. The manner of performance of the Research Program shal be

*Attachment A was not provided to the Ofice of the Board of Regents.
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determined solely by the Principal Invegtigator. University does not guarantee specific results,
and the Research Program will be conducted only on a best efforts basis.

2.4 Universty will keep accurate financid and scientific records relaing to the
Research Program and will make such records avallable to Sponsor or its authorized
representative throughout the Term of the Agreement during norma business hours upon
reasonable  notice.

2.5 Sponsor understands that Universty may be involved in smilar research
through other researchers on behdf of itsef and others. Universty shdl be free to continue
such research provided that it is conducted separately and by different investigators from the
Research Program, and Sponsor shal not gain any rights via this Agreement to such other
research.

2.6 Univergty does not guarantee that any patent rights will result from the
Research Program, that the scope of any patent rights obtained will cover Sponsor's
commercia interest, or that any such patent rights will be free of dominance by other patents,
including those based upon inventions made by other inventors in the System independent of
the Research Program.

3. COMPENSATION

31  As condderation for the performance by Universty of its obligations under this
Agreement, Sponsor will pay the Universty an amount equa to its expenditures and
reasonable overhead in conducting the Research Program subject to a maximum expenditure
limitation of Five Hundred Dollars ($500.00). An initid payment of Fve Hundred Dollars
($500.00) shal be made a the time of execution of this Agreement, and subsequent payments
shdl be made as funding alows.

3.2 Universty shdl mantan al Research Program funds in a separate account and
shdl expend such funds for wages, supplies, equipment, travel, and other operation expenses
in connection with the Research Program. It is understood that funds for the Research
Program which are not used in a particular [quarter] may be used in subsequent [quarters].

3.3 Univesty sl retan title to dl equipment purchesed and/or fabricated by it
with funds provided by Sponsor under this Agreement.

4. JJ AND :

4.1  Sponsor's designated representative for consultation and communications  with
the Principa Investigator shall be Ken Erikson, or such other person as Sponsor may from
time to time desgnate in writing to University and the Principd Investigator (“Designated
Representative ") .
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4.2 During the Term of the Agreement, Sponsor's representatives may consult
informally with University’s representatives regarding the project, both persondly and by
telephone. Access to work carried on in University laboratories in the course of these
invedtigations shal be entirdy under the control of Universty personng but shal be made
avalable on a reasonable bass.

4.3  The Principa Investigator will make up to four (4) ord reports each year as
requested by Sponsor's Designated Representative. At the conclusion of each year, the
Principa Investigator shal submit to Sponsor a written report summarizing the work. The
Principal  Investigator shdl aso submit a comprehensve final report within one hundred
twenty (120) days of termination of the Agreement.

5. PUBLICITY

Neither party sndl make reference to the other in a press release or any other written
datement in connection with work performed under this Agreement, if it is intended for use in
the public media, except as required by The Texas Open Records Act or other law or
regulation. Universty, however, shal have the right to acknowledge Sponsor's support of the
invedtigations under this Agreement in scientific or academic publications and other scientific
or academic communicaions, without Sponsor's prior approval. In any such dtatements, the
paties shall describe the scope and nature of thelr participation accurately and appropriately.

6. PUBLICATION AND ACADEMIC RIGHTS

6.1 Universty and Principd Investigator have the right to publish or otherwise
publicly disclose information gained in the course of this Agreement. In order to avoid loss of
patent rights as a result of premature public disclosure of patentable information, University
will submit any prepublication materials to Sponsor for review and comment &t least sixty (60)
days prior to planned submisson for publication. Sponsor shdl notify Universty within  thirty
(30) days of receipt of such materids whether it desires University to file patent applications
on any inventions contaned in the maerids, and, if Universty agrees to do so, Universty
will proceed to file a patent goplication in due course. Universty shdl have the find authority
to determine the scope and content of any publications.

6.2 It is understood that the University investigators may discuss the research being
performed under this Agreement with other investigators but shal not reved information
which is Sponsor's Confidentiad Information under Article 7. In the event any joint inventions
result, Universty shdl grant to Sponsor the rights outlined in Article 8 of this Agreement, to
the extent these are not in conflict with obligations to another paty as a result of the
involvement of the other investigator(s). In this latter case, Universty shdl, in good faith,
exercise reasonable efforts to enable Sponsor to obtain rights to the joint invention.
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7. CONFIDENTIAI INFORMATION

7.1  The paties may wish, from time to time, in connection with work contemplated
under this Agreement, to disclose confidentid information to each other (“Confidentia
Information”). Each party will use reasonable efforts to prevent the disclosure of any of the
other party’s Confidentid Information to third parties for a period of three (3) years from
receipt thereof, provided that the recipient party’s obligation shal not apply to information
that:

1) IS not disclosed in writing or reduced to writing and so marked with an
appropriate confidentidity legend within thirty (30) days of disclosure
(2) is dready in the recipient party’s possesson at the time of disclosure

thereof;
(3) Is or later becomes pat of the public domain through no fault of the
recipient  party;

(4) is received from a third paty having no obligations of confidentidity to
the disclosng party;

(5)  is independently developed by the recipient party; or

6) is required by law or regulation to be disclosed.

7.2 In the event tha information is required to be disclosed pursuant to subsection
(6), the party required to make disclosure shall notify the other to alow that party to assert
whatever exclusons or exemptions may be avalable to it under such law or regulation.

8. PATENTS. COPYRIGHTS. AND TECHNOLOGY RIGHTS

Title to dl inventions and discoveries made by Universty resulting from the research
performed hereunder shal reside in Universty; however, University agrees to grant to
Sponsor an option to negotiate an exclusive, worldwide, royaty-bearing license to make, use
or sl under any invention or discovery made and concelved during the term of this
Agreement and directly resulting from the performance of research hereunder, with the right
to sublicense with accounting to Universty. Sponsor shal have three (3) months from
disclosure of any invention or discovery to notify University of its desire to enter into such a
license agreement, and a license agreement shdl be negotiated in good faith within a ‘period
not to exceed sx (6) months from Sponsor's notification to Universty of its desre to enter
into a license agreement, or such period of time as the paties shdl mutudly agree. In the
event that Sponsor and University fal to enter into an agreement during that period of time,
then the rights to such inventions and discoveries shadl be disposed of in accordance with
University policies, with no obligation to Sponsor. Sponsor agrees to pay a reasonable royaty
to be negotiated in good fath for the use of the invention or discovery. Until such invention
or discovery has been presented as set forth above, Universty shal not offer rights to that
invention or discovery to any third party.
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In the event Sponsor elects to exercise its option as to any invention or discovery, in
accordance with the procedures detalled above, it shdl be obligated to pay al patent expenses
for such invention or discovery. This shdl include but not be limited to the cost of any prior
activities invedtigating patentability of sad invention or discovery before exercise of the
option, such as search and opinion for patentability that may have been performed by
Universty pursuant to its arrivd a a judgment of commercidly exploitable satus. It is
contemplated that, in the mgority of indtances, Sponsor will be asked to determine whether it
will exercise its option prior to the filing of the firs patent application.

9. LIABILITY

9.1  Sponsor agrees to indemnify and hold harmless System, Universty, ther
Regents, officers, agents and employees from any lidbility, loss or damage they may suffer as
a result of clams, demands, costs or judgments againgt them arising out of the activities to be
caried out pursuant to the obligations of this Agreement, including but not limited to the use
by Sponsor of the results obtained from the activities performed by Universty under this
Agreement; provided, however, that the following is excluded from Sponsor's obligation to
indemnify and hold harmless:

a the negligent fallure of Universty to subgtantidly comply with any
goplicdble FDA or other governmental requirements, or

b. the negligence or willful malfeasance of any Regent, officer, agent or
employee of University or System.

9.2  Both paties agree that upon receipt of a notice of clam or action arising out of
the activities to be carried out pursuant to the project described in Attachment A, the party
receiving such notice will notify the other party promptly. Sponsor agrees, a its own
expense, to provide attorneys to defend againgt any actions brought or filed againg Universiy,
System, their Regents, officers, agents and/or employees with respect to the subject of the
indemnity contained herein, whether such clams or actions are rightfully brought or filed; and
subject to the dtatutory duty of The Texas Attorney General, University agrees to cooperate
with Sponsor in the defense of such clam or action.

10. INDEPENDENT CONTRACTOR

For the purposes of this Agreement and al services to be provided hereunder, the
paties shdl be, and shdl be deemed to.be, independent contractors and not agents or
employees of the other paty. Nether paty shdl have authority to make any dStatements,
representations or commitments of any kind, or to take any action which shal be hinding on
the other party, except as may be expresdy provided for herein or authorized in writing.
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11. TERM AND TERMINATION

111 This Agreement shal commence on the Effective Date and extend until the end
of the Research Program as described hereinabove, unless sooner terminated in accordance
with the provisons of this Section (“Term”).

11.2 This Agreement may be terminated by the written agreement of both parties.

11.3 In the event that ether paty shdl be in default of its materid obligations under
this Agreement’ and shdl fal to remedy such default within sixty (60) days after receipt of
written notice thereof, this Agreement shal terminate upon expiration of the sixty (60) day
period.

11.4 Termination or cancelation of this Agreement shal not affect the rights and
obligations of the parties accrued prior to termination. As its sole lidbility upon termination,
Sponsor shall pay University for al reasonable expenses incurred or committed to be expended
as of the effective termination date, including salaries for appointees for the remainder of their
appointment.

115 Any provisons of this Agreement which by their nature extend beyond
termination shal survive such termination.

12. ATTACHMENTS

Attachment A is incorporated and made a part of this Agreement for al purposes.

13. GENERAL

13.1  This Agreement may not be assgned by ether parry without the prior written
consent of the other party; provided, however, that subject to the approva of Universty,
which may not be unreasonable withheld, Sponsor may assgn this Agreement to any purchaser
or transferee of dl or substantidly al of Sponsor's assets or stock upon prior written notice to
Universty, and Universty may assign its right to receve payments hereunder.

13.2 This Agreement conditutes the entire and only agreement between the parties
relating to the Research Program, and al prior negotiations, representations, agreements and
understandings are superseded hereby. No agreements dtering or supplementing the terms
hereof may be made except by means of a written document signed by the duly authorized
representatives of the parties.

13.3  Any notice required by this Agreement by Articles 8, 9, or 11 shdl be given by
prepaid, first class, certified mail, return receipt requested, addressed in the case of Universty
to:
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The Universty of Texas System
Office of Generd Counsdl

201 West 7th Street

Audtin, Texas 78701

FAX: (512) 4994523
PHONE: (512)499-4462

copy to: The Universty of Texas
Hedth Science Center a Houston
Office of Contracts and Grants
P.O. Box 20036
Houston, Texas 77225
FAX: (713) 794-1912
PHONE: (713) 7924970

or in the case of Sponsor to:

Mr. Ken Erikson

1260 Lordel Court
Campbell, California 95008
FAX: (408) 374-2603
PHONE: (408) 374-3 115

or & such other addresses as may be given from time to tune in accordance with the terms of
this notice provison.

Notices and other communications regarding the day-today administration and
operation of this Agreement shal be mailed (or otherwise delivered), and addressed in the case
of Universty to:

The Universty of Texas

Hedth Science Center @ Houston
Office of Contracts and Grants
P.O. Box 20036

Houston, Texas 77225

FAX: (713) 794-1912

PHONE: (713) 7924970
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or in the case of Sponsor to:

Mr. Ken Erikson

1260 Lorde Court
Campbell, California 95008
FAX: (408) 374-2603
PHONE: (408) 374-3 115

134  This Agreement shal be governed by, construed, and enforced in accordance
with the internd laws of the State of Texas.

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed by

their duly authorized representatives.
SonoLife, IW
By:

Ken Erikson
President

The Universty of Texas
Hedth Science Center a Houston

By.
Jerry D. Ellis

Assdant Vice Presdent
Financid Services
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SONOLIFE, INC,

STOCK PURCHASE AGREEMENT

THIS AGREEMENT is made effective as of the 9th, day of February 1995, between
SonoLife, Inc., whose address is 1260 Lorde Court, Campbel, Cdifornia 95008 (hereinafter
referred to as “Company”) and the Board of Regents of The Universty of Texas System
(hereinafter referred to as “Purchaser”).

WHEREAS, Company and Purchasr have entered into a Patent and Technology
License Agreement (the “Technology License’) relating to certain patent and technology rights
owned by BOARD and invented by Jonathan Ophir, D.Eng. ;

WHEREAS, it was contemplated a the time of execution of the Technology License
that stock in the Company would be issued to Purchaser as patid consideration for such
execution.

NOW, THEREFORE, for and in congderation of the mutua promises, covenants and
obligations contained herein, the parties agree as follows:

1. Sale of Stock. The Company agrees to sdll and Purchaser hereby agrees to purchase fifteen
thousand (15,000) shares of the Company’'s Common Stock (the “Shares’) in partid
condgderation for execution of the Technology License.

2. Investment Representations.

(@ In connection with the purchase of the Shares, the Purchaser represents to the
Company the following:

(i) The Purchaser is aware of the Company's business affairs and financid
condition and have acquired sufficient information about the Company to reach
an informed and knowledgesble decison to acquire the securities. The
Purchaser is purchasing the securities for investment for Purchasers own
account only and not with a view to, or for resde in connection with, any
“digribution” thereof within the meaning of the Securities Act of 1933 (the
“Securities  Act”).

(i)The Purchaser understands that the securities have not been registered under
the Securities Act by reason of a specific exemption therefrom, which




exemption depends upon, among other things, the bona fide nature of
Purchasers investment intent as expressed herein. In this connection, the
Purchaser understands that, in view of the Securities and Exchange Commission
(the Commission”), the datutory basis for such exemption may not be present if
Purchasers representations meant that Purchasers present intention was to hold
these securities for a minimum capital gains period under the tax datutes, for a
deferred sde, for a market rise, for a sde if the market does not rise, or for a
year or any other fixed period in the future.

(i) The Purchaser further acknowledges, agrees and understands that the
securities must be held indefinitely unless they are subsequently registered
under the Securities Act or an exemption from such registration is available.
The Purchaser understands and agrees tha the cenificate evidencing the
securities will be imprinted with a legend which prohibits the transfer of the
securities unless they are registered or such regidtration is not required in the
opinion of counsd for the Company.

(iv) The Purchaser is aware of the adoption of Rule 144 by the Commission,

promulgated under the Securities Act, which permits limited public resde of

securities acquired in a nonpublic offering subject to the satisfaction of certain
condlitions.

(v) The Purchaser further acknowledges that in the event adl of the requirements
of Rule 144 are not met, compliance with Regulation A or some other
regigration exemption will be required; and that athough Rule 144 is not
exclusve, the daff of the Commisson has expressed its opinion that persons
proposing to sel private placement securities other than in a registered offering
and other than pursuant to Rule 144 will have a subgtantid burden of proof in
establishing that an exemption from regidtration is avalable for such offers or
sdes and that such persons and the brokers who participate in the transactions
do so at thelr own risk.

(b) The Purchaser agrees, in connection with the Company’s initid public offering of
the Company’s securities, (i) not to sdll, make short sdes of, loan, grant any options
for the purchase of, or otherwise dispose of any shares of Common Stock of the
Company held by the Purchaser (other than those shares included in the registration)
without the prior written consent of the Company or the underwriters managing such
initia  underwritten public offering of the Company's securities for one hundred eighty
(180) days from the effective date of such registration and (ii) further agrees to execute
any agreement reflecting (i) above as may be requested by the underwriters at the time
of the public offering.

- 202 =




3. Legends. The share certificate evidencing the Shares issued hereunder shal be endorsed
with the following legends.

(@ “THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE BEEN
ACQUIRED FOR INVESTMENT AND NOT WITH A VIEW TO, OR IN
CONNECTION WITH, THE SALE OR DISTRIBUTION THEREOF. NO SUCH
SALE OR DISPOSITION MAY BE EFFECTED WITHOUT AN EFFECTIVE
REGISTRATION STATEMENT RELATED THERETO OR AN OPINION OF
COUNSEL SATISFACTORY TO THE COMPANY THAT SUCH REGISTRATION
ISNOT REQUIRED UNDER THE SECURITIES ACT OF 1933".

(b) THE SHARES REPRESENTED BY THIS CERTIFICATE MAY BE
TRANSFERRED ONLY IN ACCORDANCE WITH THE TERMS OF AN
AGREEMENT BETWEEN THE COMPANY AND THE STOCKHOLDER, A COPY
OF WHICH ISON FILE WITH THE SECRETARY OF THE COMPANY .

(c) Any legend required by applicable state securities laws.

4. Right of First Refusd.

(@ In the event, a any time following the date of this Agreement, the Purchaser or any
of its transferees desires (or are required) to sdl or transfer in any manner the Shares,
they shdl firgt offer such Shares for sde to the Company a the same price, and upon
the same terms (or terms as similar as reasonably possible) upon which they are
proposing or is to dispose of such Shares. If the transfer does not involve a price fredy
st by the Purchaser, the price shal be determined as set forth in Section 4(c) below.
Such right of first refusd shal be provided to the Company for a period of thirty (30)
days following. receipt by the Company of written notice by the Purchaser of the terms
and conditions of said proposed sde or transfer, or thirty (30) days following the
setting of a price under Section 4(c) (when the price is determined under Section 4(c)).
In the event the Shares are not disposed of within thirty (30) days following lapse of
the period of the right of first refusd provided to the Company, they shadl once again
be subject to the right of first refusd herein provided.

(b) In the event, a any time following the date of this Agreement, of any transfer by
operdtion of law or other involuntary transfer of al or a portion of the Shares, the
Company shdl have an option to purchase dl of the Shares transferred. Upon such a
transfer, the person acquiring the Shares shall promptly notify the Secretary of the
Company of such transfer. The right to purchase such Shares shal be provided to the
Company for a period of thirty (30) days following recapt by the Company of written
notice by the person acquiring the Shares.
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5.

(c) With respect to any stock to be transferred pursuant to Sections 4(a) or 4(b) and as
to which a price has not been set by the Purchaser under Section 4(a), the price per
Share shdl be a price set by the mutual agreement of Purchaser and the Board of
Directors of the Company which price will reflect the current value of the Shares in
terms of present earnings and future prospects of the Company. If no such mutua
agreement can be reached, the price will be determined by an independent financia
andyst which is acceptable to both the Purchaser and the Board of Directors of the
Company. The cost of such determination, if any, will be divided equaly between the
Company and the Purchaser. Any time required to resolve a dispute regarding the vaue
of the Shares shdl be added to the thirty (30) day period in which the Company may
exercise its right to purchase.

(d) The right of the Company to purchase any part of the Shares may be assigned in
whole or in part to one or more employees, officers, directors or shareholders of the
Company or other persons or organizations.

(e) All tranferees of Shares or any interest therein shal be required as a condition of
such transfer to agree in writing in the form satisfactory to the Company that they will
receive and hold such Shares or interests subject to the provisons of this Agreement,
including, insofar as applicable, the Company’s right of firgt refusd in this Section 4.
Any sde or trandfer of the Company’s Shares shdl be void unless the provisions of this
Agreement are met.

(0 The right of first refusal granted the Company by this Section 4 shdl terminate at
such time as a public market exisgts for the Company’s Common Stock (or any other
sock issued to exchange for the Shares purchased under this Agreement). Upon
termination of the right of first refusd, a the Purchasers request the Company shal
issue a new certificate representing the Shares without a legend referring to such

refusd right. For the purpose of this Agreement, a “public market” shall be deemed to
exig if (i) such stock is listed on a nationa securities exchange (as that term is used in
the Securities Exchange Act of 1934) or (ii) such stock is traded on the

over-thecounter market and prices are published daily on business days in a recognized
financid  journd.

(g) The right of first refusd contained in this Section 4 shal not apply to a transfer to
the Purchasers trustees for their benefit, provided that such transferee shal agree in

writing in form satisfactory to the Company to take such Shares subject to al the terms
of this Agreement, including the Company’s right of first refusd on further trandfers.

for . All references to the number of Shares and the purchase price

of the Shares in this Agreement shal be appropriately adjusted to reflect any stock split, stock
dividend or other change in the Shares which may be made by the Company after the date of
this  Agreement.
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6. Generd Provjsions.

(@ This Agreement shall be governed by the laws of the State of Texas. This
Agreement represents the entire agreement between the parties with respect to the
purchase of Common Stock by the Purchaser, may only be modified or amended in
writing sSigned by both parties and satisfies dl of the Company’s obligations to the
Purchaser with regard to the issuance or sde of securities.

(b) Any notice, demand or request required or permitted to be given by either the
Company or the Purchaser pursuant to the terms of this Agreement shal be in writing
and shdl be deemed given when ddivered persondly or deposted in the U.S. mal,
registered with a return receipt requested and with postage prepaid, and addressed to
the parties at the addresses of the parties set forth below or such other address as a
paty may request by notifying the other in writing.

To Company: Mr. Ken Erikson
President
SonoLife, Inc.
1260 Lorde Court
Campbell, California 95008

To Purchaser: Mr. Thomas G. Picks
Vice Chancdlor for Asst Management
The Univerdty of Texas System
210 West 6th Street
Audin, Texas 78701

(c) The rights and benefits of the Company under this Agreement shdl be transferable
to any one or more persons or entities, and al covenants and agreements hereunder
shdl inure to the benefit of, and be enforceable by the Company's successors and
assgns. The rights and obligations of the Purchaser under this Agreement may only be
assigned with the prior written consent of the Company.

(d) Either party’s falure to enforce any provison or provisons of this Agreement shal
not in any way be construed as a waiver of any such provison or provisons, nor
prevent that party theresfter from enforcing each and every other provison of this
Agreement. The rights granted both parties herein are cumulative and shal not
conditute a waiver of ether party’s right to assert al other legd remedies avaladle to
it under the circumstances.

() The Purchaser and the Company agree upon request to execute any further
documents or instruments necessary or desirable to carry out the purposes or intent of
this  Agreement.




(f) The Purchaser shdl be entitled to be, in its sole discretion, a paty to any agreement
regarding registration rights and/or information rights which the Company enters into
pursuant to an equity financing.

(@ Where applicable in this agreement, the plura shdl apply to the singular.

IN WITNESS WHEREOF, the parties have duly executed this Agreement as of the day and
year first set forth above.

FOR THE BOARD OF REGENTS OF
THE UNIVERSITY OF TEXAS SYSTEM

BY:

Thomas G. Ricks
Vice Chancdlor for Assst Management

FOR SONOLIFE, INC.

w L AE LD

KerT Erikson
President
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U T. Health Science Center - San Antoni o: Approval

of an Assignnent and Royalty Agreenent with Vital Source
Technol ogies, Inc. (VST), San Antonio, Texas; Acceptance
of Equity in Vital Source Technologies, Inc. by the U T.
Systent and Aut horization for Dr. R Todd Watki ns and

Ms. Janise Richards to Accept Equity in and Serve as
Oficers and Directors of Vital Source Technol ogi es,

I nc. --The Board, upon recommendation of the Asset Manage-
ment Comm ttee:

a. Approved the Assignnment and Royalty Agree-
ment set out on Pages 209 - 217 between the
U T. Board of Regents, for and on behal f
of The University of Texas Health Science
Center at San Antoni o, and Vital Source
Technol ogies, Inc. (VST), San Antonio,
Texas

b. Approved the acceptance of equity in Vital
Source Technol ogies, Inc. by The University
of Texas System for and on behal f of the
U T. Health Science Center - San Antoni o,
as partial consideration for the Assignnent
and Royal ty Agreenent

C. Aut hori zed the acceptance of equity in and
service as officers and directors of Vital
Source Technologies, Inc. by Dr. R Todd
Wat ki ns, Assistant Professor in the Depart-
ment of General Practice in the U T.

Dental School - San Antonio, and Ms. Jani se
Ri chards, Instructional Materials Devel op-
ment Specialist in the Departnent of Edu-
cational Resources in the U T. Dental
School - San Antonio at the U T. Health
Sci ence Center - San Antonio.

Dr. R Todd Watkins and Ms. Jani se Richards have devel -
oped concepts and conputer software for electronic
distribution of health-rel ated academ c publications.
More particularly, the technol ogy involves the conver-
sion of existing health-rel ated textbooks, scholarly
publications, and other witten works to a fornat that
can be distributed electronically to students in health-
related fields of study throughout the United States.
Approxi mately 45 works have been converted to such a for-
mat, and prototype software has been witten and tested
on a denonstration basis. The assignnent of the technol -
ogy to Vital Source Technologies, Inc. should facilitate
the investnent of private capital for creation of user-
friendly conputer prograns and substantially reduce the
potential for uncertainties as to ownership of derivative
wor ks created hereafter.

As partial consideration for the assignment, VST wll
issue to the U T. System 150,000 shares of VST comron
stock, $0.01 par value, which will constitute fifty per-
cent of the founders' stock of the conpany. In addition,
VST will pay a running royalty of one percent of its gross
revenues derived fromthe sale, |ease, or |icensing of
proprietary software.

An equal nunber of shares of the conpany will be issued to
Dr. Watkins, and shares will be issued to Ms. Richards and
possibly others in the future. Dr. Watkins is president
of the conpany and, effective August 1, 1994, reduced his
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University position from 100 percent tinme to five percent
time in order to devote his primary efforts to comerci al -
i zation of the subject technology. M. Richards is also
an officer of the conpany and anticipates that she w |
becone a full-tine enpl oyee of the conpany.
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ASSI :NT AND ROYALTY

This Assgnment and Roydty Agreement (this “Agreement”) is entered into effective as of
August 31, 1994, between the Board of Regents of The Universty of Texas System, an agency
of the State of Texas (“Assignor”); Vital Source Technologies, Inc., a Delaware corporation
(*VST”), having its principal place of business in San Antonio, Texas, R. Todd Watkins, Jr., a
individua resding in San Antonio, Texas (*Watkins'); and Janise Richards, ‘an individud resding
in San Antonio, Texas ("Richards").

RECITALS

A. Under Assignor's Rules and Regulations, Assignor owns certain intellectua property
developed pursuant to the “Macindein Project”, a project to develop an eectronic distribution
network for hedth-related academic publications (the"Network™).

B. The “Macingein Project” was directed by Watkins, as a faculty member of The
Universty of Texas Hedth Science Center & San Antonio (“UTHSC"), in collaboration with
Richards, another faculty member of UTHSC.

C. Effective as of August 1, 1994, Watkins responshilities aa UTHSC were terminated
by mutua agreement (athough he was paid four weeks of vacation pay through August 31, 1994)
and he vacated his UTHSC office and his support facilities.

D. The paties desre to effect an assgnment of al of Assgnor's rights and interests
in the intellectua property arisng out of the “Macingein Project” to VST in consderation for
equity in VST and a roydty on certain future revenues of VST.

AGREEMENTS

In consderation of the covenants and agreements herein contained and other good and
vauable consderation, the sufficiency of which is hereby acknowledged, the paties hereto agree
as follows:

1. Definitions. As used herein, the following terms shdl have the following meanings.

* Application Software" means the VST proprietary software which end-users of the
Network download on their persona computers in order to search and display the text and
graphics available over. the Network, including al upgrades to such software.

"Gross Revenuelith respect to the sale, lease or licensing of Application
Software, the gross revenue &rived from such sale, lease or licensing net only of
discounts, returns and alowances, dl determined in accordance with generaly accepted
accounting principles applied on a consstent basis.
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“Intellectual Property” means dl the technology developed @ UTHSC as pat of the
* Macingein Project”, including the * Macingein” and “Macingtein 3" software prototypes,
all data created under the grant mechanism known as*"Macinstein- Data Capture”; and,
without limiting the foregoing, the following developments incorporated into “Macingtein”
" Macingein 3", designs or specifications for the Network, and/or new versions of software:
(i) data structure - standards for creating digitd versons of andog data as well as a parsing
application; (i) data Storage - a hierarchial data Storage dructure to provide timely delivery
of information to users; (iii) ‘data access - user service gpplications to be incorporated into
the server platform that is accessed by the users, including accounting for payment,
continuous data updating and network routing to provide multiple access points for users,
(iv) user interface - persond computer applications that alow users to develop data search
criteria, to interact with the data Storage structure and to display the requested data; and
(v) infrastructure « configuration of a wide area network containing large data storage and
server mechanisms (a.k.a. bunkers) and service connections to users such as member
indtitutions and  individuas.

2 . Assignments.

(a) Assignor. Assignor hereby assigns, sells and conveys to VST, its successors
and assigns, its entire right,. title and interest throughout the world in and to the Intellectual
Property, as it existed as of August 1, 1994, the date of Watkins' departure from UTHSC.
Further, as of August 1, 1994, Assignor hereby assigns, sells and conveys to VST, its successors
and assigns, without any warranty (including as to ownership) and only to the extent which it
legally may do so, its entireright, title and interest, if any, in and to (i) the various contracts
heretofore entered into between UTHSC and certan medicd text book publishers in connection
with the “Macingtein Project” and (ii) the equipment and materids listed on Exhibit A hereto used
in connection with the “Macinstein Project”.

®) Collaborators. instruments dated as of the date hereof, Watkins
and Richards have each assgned to VST their respective entire right, title and interest, if any,
throughout the world in and to the Intellectua Property.

3. Consideration.

(a) Royalty. VST shall pay Assignor an annual royalty (the “Royalty”) equal
to 1% of the Cross Revenue derived from the sde, lease or licensing of Application Software to
end-users during each calendar year, commencing with respect to the calendar year ending
December 3 1, 1995, and continuing annually thereafter through the caendar year ending December
31, 2005. The Roydty shdl be due and payable by VST within 90 days after the end of each such
cdendar year.

(b) Stock in VST. VST shdl isue to Assignor 150,000 shares (the “Shares’)
of common stock, $.01 par value (“Common Stock’), of VST. The Shares are equa in number
to the shares of Common Stock issued to Watkins in connection with the formation of VST. The
ownership interest of Assgnor represented by the Shares is subject to dilution as additiona shares
ae issued to other persons, including a least 75,000 shares which VST has issued or anticipates
issuing to “founders’ of VST and an unknown number of additiona shares which VST anticipates
issuing in the future to investors, management or others.
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4, Waiver of Rights by Collaborators. Because the Intellectud Property IS subject to
the Rules and Regulations of Assignor, Watkins and Richards, as collaborators in the Macmstem
Project”, may be entitled to a share of the Royalty or the Shares under such:

Upon execution of this Agreement by dl parties, Watkins and Rlchards each hereby waive any
right to receive any of the Roydty or the Shares under the Rules and Regulations of Assgnor, and
they each agree never to make any clam therefor agangt Assgnor Further Watkins and Richards
each acknowledge and agree that they have received adequate consi iderati on, in equity and
othewise, from VST to grant the foregoing waiver.

5. Continuation of Faculty Positions. While this Agresment crestes no employer-
employee relationship, the parties hereto acknowledge that Watkins and Richards may continue
limited ‘association with UTHSC after August 1, 1994 (the date of the transfer of the Intellectua
Property pursuant to paragraph 2(a) hereof) as part of its faculty or professona staff. Except with
respect to completion of paperwork on fully funded grants received in connection with “Macingtein
Project”, the parties acknowledge and agreethat, after August 1, 1994, such faculty or staff
positions will ngt contemplate, as part of such positions, any involvement by Watkins or Richards
in the development of the Network being developed by VST. In furtherance thereof, (i) Watkins
and Richards each agree that they will not underteke any activities related to the development of
the Network being developed by VST (including any use of equipment or facilities of Assgnor or
its affiliates) during higher performanceof service for UTHSC after August 1, 1994; and (i) s0
long as Watkins and Richards abide by their agreement set forth in clause (i) above, Assignor
agrees that it shdl not have any rights or interests in or to any improvements, developments or
discoveries by Watkins or Richards related to the Network being developed by VST which aise
after August1, 1994,

6. Reports. Within 90 days after the end of each cdendar year, VST shal submit to
Assignor a written report for such caendar year accurately identifying Gross Revenue derived from
sdes, leases or licenses of Application Software in sufficient form and detall as to enable Assgnor
to determine any Roydty due. Such report shdl be due even if no Roydty is due.

7. Books. VST shall maintain true and complete books of account containing an
accurate record of al data necessary for the proper computation of the Cross Revenue derived
from the sde lease or license of Application Software. Assignor shall have theright to have a
certified public accountant appointed by it and acceptable to VST (such acceptance shal not be
unreasonably withheld) examine such books, under terms of confidentiality with VST, at all
reasonable times, upon 10 days prior written notice, for the sole purpose of verifying the accuracy
of reports rendered by VST. Such examinaion shdl be made during norma business hours a
VST’s principd place of busness. The fees and expenses of the representatives performing such
examinaion shdl be borne by Assgnor, except that, if the examination reveds an eror to the
Assignor's detriment greater than 5% of the actuad amount Jue; VST shdl pay the codts of the
examination.

8. Transfer of Right by Assignee. Should Assignee grant a license, assignment or

othewise trandfer its right to sdl, lease or license the Application Software to end-users, such
license, assgnment or other transfer shal contain provisons specificaly making such licensee,
assignee or transferee liable for payment to Assignor of the Royalty. VST shall provide to
Assignor acopy of any such license, assignment or transfer agreement within 30 days of the
effective date thereof.
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9. Suthity. to paragraph 10 hereof, the parties hereto represent and warrant
that they have the right and authority to enter into this Agreement and that they have not executed
or entered into any other agreements incongstent with the terms and provisions hereof.

10.  Competitive Products and/or Processes. The parties recognize that as a research

institution Assignor may have other individuals subject to itSRules and Regulations that- are
conducting the same or smilar projects that have resulted in the creation of the technology similar
to that covered by this Agreement and VST receives no rights or interest therein. Assignor
expresdy makes no representations that the Intellectual Property does not conflict with any patent
goplication or software copyright which has been filed or may be filed in the future by Assignor
or others.

11, Documents.  The parties hereto each agree that they each will, and each of ther
hers, legd representatives, assigns, administrators and executors will, a the expense of VST,
execute dl papers and perform such other acts as may be reasonably necessary to give VST the
full benefit of the assgnment of the Intellectua Property hereunder.

12. \USTomNamesot make any commercial use (including, without
limitation, use in any brochure, label, packaging, product description, print or media advertising
or other such means) of the name of Assignor, the University of Texas System or any of its
component ingtitutions without the express written consent of Assignor, Assgnor may not make
any such commercid use of VST’s name or its products without the express written consent of
VSIT.

13.  Nowcgotice required by this Agreement shall be given by prepaid, first
class, certified mail, return receipt requested, addressed in the case of Assgnor to:

The Universty of Texas Hedth
Science Center & San Antonio

7703 Foyd Curl Drive

San  Antonio, Texes 78284-7862

Attention: Mr. R.B. Price

Fax: (210) 567-2047
Phone: (210) 567-2015
and to:
Boad of Regents
The Universty of Texas System
201 west 7th street
Austin, Texas 78701
Attention: Office of Generd Counsd
Fax: (5 12)499-4523
Phone: (512) 4994362
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or in the case of VST to:

Vitd Source Technologies, Inc.
13826 Shavano Ridge

San Antonio, Texas 78230
Attention: R. Todd Watkins, Jr.
Fax: (210) 408-0244
Phone: (210) 408-0244

or such other address as may be given from time to time under the terms of this notice provision.

14 . Entire Agreement This Agreement congtitutes the entire agreement between the
paties relaing to the subject matter hereof, and al other prior negotiations, representations,
agreements and understandings (including any different or inconsistent arrangements or results

prescribed in or based upon the Rules and Regulations of Assignor) are superseded hereby.

1 5. Miscellaneous This Agreement may not be amended or modified, except by means
of a written document signed by the duly authorized representatives of the parties. This Agreement
may be executed in one or more separate counterparts which may be assembled as, and shall
condiitute, one document binding upon al of the parties. Falure of any paty to enforce a right
under this Agreement shal not act as a waiver of that right or the ability to later assert tha right
reldive to the paticular Stuation involved. Headings included herein are for convenience only and
shal not be used to condrue this Agreement. If any provison of this Agreement shdl be found
by a court to be void, invalid or unenforceable, the same shall be reformed to comply with
applicable law (or dtricken if not so conformable) so as not to afect the validity or enforcesbility
of this Agreement, and so as to enforce this Agreement to the maximum extent dlowable by law.
This Agreement shdl be congtrued and enforced in accordance with the laws of the United States
of America and the State of Texas.

IN WITNESS WHEREOF, paties hereto have caused their duly authorized representatives
to execute this Agreement.

ATTEST: ASSIGNOR:
BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM

By: By:

Thomas G. Ricks
Vice Chancdlor for
Assst Management

[signatures continued on next page]
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APPROVED AS TO FORM:

By: L
Dudley R. Dobie, J. R.B. Price
Office of Generd Counsel Executive Vice President for
Administration and Business
Affairs

The University of Texas Hedlth
Science Center at San Antonio

R.' Todd Watkins, Jr.

Chrane Pillanda

Janise Richards

VST:

VITAL SOURCE TECHNOLOGIES, INC.

By: :
R. Todd Watkins, Jr.,
President
THE STATE OF TEXAS $
§
COUNTY OF BEXAR §
This instrument was acknowledged before me onthe_ day of October, 1994 by Thomas

G. Ricks, Vice Chancellor for Asset Management of The University of Texas Hedth Science Centei at
San Antonio, a Texas corporation, on behalf of said corporation.

Notary Public in and for the State of Texas
My Commisson Expires.
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THE STATE OF TEXAS §

§

COUNTY OF BEXAR §
This instrument was acknowledged before me on the _M October, 1994 by R.B.

Price, Executive Vice President for Administration and Business Affairs of The University of Texas
Hedlth Science Center a San Antonio, a Texas corporation,, on behaf of sad corporation.

Notary Public in and for the State of Texas
My Commission Expires: _¥-30-9¢

THE STATE OF TEXAS §

§
COUNTY OF BEXAR §

This instrument was acknowledged before me on the dgyr%f October, 1994 by R.
Todd Watkins, Jr.

SANDY L. POWERS
NOTARY PUBLIC

State of Texas
Comm. Exp. 03-01-97

THE STATE OF TEXAS §

COUNTY OF BEXAR

This instrument was acknowledged before me on the &%~ 0of October, 1994 by Janise

Richards.
NOTARY PUBLIC '

State of Texas [ic in for the State of Texas
Comm. Exp. 03-01-97 fomExpires: 37 ~7 7
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THE STATE OF TEXAS §

L

COUNTY OF BEXAR §

This instrument was acknowledged before me on the da/D? October, 1994 by R.
Todd Watkins, Jr., President of Vita Source Technologies, Inc., a Delaware corporation, on behaf of
said corporation.

POV OO OO VOO OO ORREN

G0 | SANDY L POWERS , @M& L. PMM

NOTARY PUBLIC Notary Publi im@ the State of Texas
State of Texas ¢ M(;feamgonlix .f0t. 3-/-92
" Comm. Exp. 03:01.97 pires: 2=/ 7/
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Apple Lisa Computer UT#745-67932
Drafting Table UT#52 133

Drafting Table UT#52 132

Chair UT#745-89405

Micronet Harddrive UT#745-89247
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V.

OTHER MATTERS

1.

U T. System Anendnents to Sections IIl and IV of the
Private Placenent |Investnent Policy Statenent.--1n order
to inprove the response tine and | evel of participation
of Asset Managenent Committee nenbers in the private

i nvest nent deci si on nmaki ng process and to nore uniformy
control the investnent risk of any asset class through
asset allocation, diversification requirenents, and other
i nvest ment gui delines, the Board, upon recomendati on of
the Asset Managenent Conm ttee, anended Sections |1

and 1V of The University of Texas System Private Pl ace-
ment | nvestnent Policy Statenent.

The U T. System Private Pl acenent |nvestnent Policy
Statenent, as anended through February 9, 1995, is set
forth inits entirety on Pages 219 - 222.
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The University of Texas System
Private Placenent |nvestnent Policy Statenent

PURPOSE

The purpose of this policy is to orient and limt U T.
System private placenent investnents to business situa-
tions with a high probability of excellent returns over
time, but wthout avoidable risks or risks out of pro-
portion to expected returns. Good conmuni cation and
flexibility are desired results frominpl enentation of
this policy.

This policy shall govern the use of private placenents in
all funds under the supervision of the Board of Regents.

| NVESTMENT OBJECTI VES

The primary investnent objective of the private pl ace-
ment investnment portfolio is long-termcapital appre-
ciation in excess of the return expected from publicly
traded stocks. The portfolio's target annual rate of
return is 15% evaluated on a long-termbasis. Equity
investnents or their equivalent wll be enphasized to
accelerate growh of capital and maxi m ze the private
pl acenment investnent portfolio's potential as an infla-
tion hedge.

A second investnent objective of the private pl acenent
investnment portfolio is to provide a neans of prudent
diversification of the total fund, recognizing both the
absolute growh of private investnent in a gl obal econony
as well as the inherently greater bal ance afforded over
funds limted to publicly traded securities.

| NVESTMENT APPROVAL AND NMANAGEMENT

The O fice of Private Investnents, under procedures
established by the Vice Chancellor for Asset Managenent,
is responsible for the selection, investigation, due

di l i gence, negotiation, closing, and nonitoring of each
private investnent.

The Ofice of Private Investnents shall conduct a thor-
ough witten eval uation of each specific investnent pro-
posal selected for review. Upon the unani nous approval
of the Ofice of Private Investnents portfolio nmanagers,
t he proposed transaction, its risk and return character-
istics, and structure will be recomended to the Vice
Chancel | or for Asset Managenent, who w || independently
approve or reject the portfolio managers' i nvestnent
recommendation, after considering fully all relevant
information available. 1In the event that the Vice
Chancel | or for Asset Managenent approves the portfolio
managers' recomendation to invest in a proposed trans-
action, he or she shall present the investnent recommen-
dation for approval by a magjority of the Asset Managenent
Comm ttee. Approval by the Asset Managenent Conmittee
shall constitute sufficient authority for the Ofice of
Asset Managenent to enter into the proposed transaction
subject to any further Board approvals required at the
tinme.
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At | east once a quarter, the Vice Chancellor for Asset
Managenent shall issue a report to the Asset Managenent
Comm ttee which sunmarizes the activity of the private
i nvestnent portfolios for each fund so invested. Said
report shall include new conmtnents, portfolio cash
flows, and performance for the i nmediately preceding
quarter and portfolio values and asset allocation as

of the end of the imredi ately precedi ng quarter.

| NVESTMENT PORTFOLI O LIM TS

The funded and outstanding private placenent investnent
portfolio (at cost) may not exceed 10% of the book val ue
of fund groups authorized to use this class of investnent
w t hout prior approval of the Board of Regents.

Funded private placenent investnents plus unfunded com
mtnents to partnership/fund-type investnents may exceed
the 10% cap due to the nulti-year investnent cycle gen-
erally associated with partnerships. The absolute |evel
of unfunded conm tnments shall be reviewed quarterly with
the Asset Managenent Conm ttee.

New i nvestment commtnents irrespective of type are
limted to 25% of the funded portfolio cap in any fis-
cal year without prior approval of the Asset Managenent
Comm ttee. The Board of Regents in establishing this
limt, recognizes both the opportunity driven nature of
private placenment investnments as well as the prudence
associated with a relatively stable and nanageabl e

i nflux of new investnents over tine.

The maxi numinvestnent in any one entity shall not
exceed 10% of the funded investnent cap.

| NVESTMVENT GUI DELI NES

All investnment decisions shall be made in conpliance
with the "prudent person standard.” Portfolio invest-
nments shall be based upon the projected ability of the
under |l yi ng business or project to create increnental

val ue through the expansion or inproved efficiency of
operations or by the devel opnent and production of
natural resources. Investnents may be used to finance
capi tal expenditures and working capital at any stage of
a conpany's growh and/or to effect a change of control

I nvestnents with the follow ng risk characteristics shal
be avoi ded:

a. Fi nancial risk associated with highly | everaged
transactions where the business is closely tied
to either the econony or a specific industry
cycle, securities denomnated in soft currencies,
fluctuating interest rates, commodity prices, or
exchange rates.

b. Qperating risk associated with a single product
or patent, extrenme reliance on an individual in
managenent, dom nant suppliers or custoners, or
| ow barriers to entry.

cC. Regul atory risk associated with regul at ed
i ndustries subject to politicization of rate
setting, base service decisions, or where suc-
cess is highly dependent on continued access
to public resources or favorable tax policy.
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VI .

VII.

VIITT.

d. Envi ronnmental risk associated with products or
manuf acturing processes deened unusual ly haz-
ardous to the environnent.

Addi tional prohibitions shall include:
1) Participation in hostile takeovers

2) Start-ups or early stage conpani es involved
in high technol ogy product |ines, unless nade
through a properly structured venture capital
partnership/fund or via coinvestnment with such
an organi zation

3) Equity ownership in entities in bankruptcy.

The private placenent portfolios shall mnimze ownership
of securities and participation in other activities that
woul d cause the incone attributable to these investnents
to be classified as unrel ated business taxabl e incone.

Wai ver of any of these guidelines requires the approval
of the Asset Managenent Conmittee.

| NVESTMENT MANAGEMENT FI RMS/ PARTNERSHI PS

The private placenent portfolios may be invested in any
aut hori zed areas through managenent contracts w th unaf-
filiated organi zati ons possessing specialized investnent
skills. Such investnment may be in the formof interests
inlimted partnerships, trusts, joint ventures, etc.,
where principals of the nanagenent firns have invest nent
di scretion. The principals of such firnms shall have a
denonstrated record of acconplishnment and performance in
the area of investnent being undertaken and shall be
required to invest on the sanme terns as the participating
i nvestors. Managenent fees and performance conpensation
payabl e under such contracts shall not exceed prevailing
nornms at the time of negotiation.

Private placenent investnents may include coi nvestnent
directly in transactions sponsored and invested in by a
managenment firm partnership in which U T. is already an
i nvestor.

BOARD REPRESENTATI ON

The Board of Regents recognizes that private placenent
investnments frequently result in ownership of an interest
in a conpany sufficient to warrant joining the board of
directors to nonitor and participate in oversight of the
conpany. The decision to accept a board seat shall be
the responsibility of the Asset Managenent Comm ttee.

PRI VATE PLACEMENT PORTFOLI O VALUATI ON

The val uation of the private placenent investnments is an
i nportant ongoi ng yet inherently subjective process. To
avoi d unwarranted fluctuations and to assure a consi stent
met hodol ogy, all valuations will adhere to the process
establ i shed and approved in Attachnent A, U T. System
Private Placenent Valuation Criteria.
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Attachment A

U T. System Private Pl acenent
Valuation Criteria

To Change Market Value in Published Financial Reports

The net hodol ogy used to eval uate private placenent
investnments is by nature subjective and nust be thoughtfully
and conservatively adm nistered. Al valuation decisions
are subject to concurrence by the Vice Chancell or for Asset
Managenment. Valuation wll generally occur on an annual basis
except for public securities (quarterly) and partnerships
(upon recei pt of partner valuation).

Direct | nvestnents

a. Publicly traded stocks and bonds with no
restrictions
e @last bid price or market cl osing
price. Restricted public stock val -
ues in excess of cost shall be
reduced by 25%

b. Non- publ i ¢ stocks and bonds
e @last price paid in a new round of
financing (requiring at |east one new
investor to confirmval ue ascri bed).

* @a subjective but responsible nmultiple
of operating cash flow, |ess funded debt
and less mnority interest. (Valuation
i ncrease shall be reduced by 25%)

C. Ol and gas reserves at anortized cost
d. Real estate at |ast appraised val ue

Part nership I nvestnents

a. General partner valuation | ess 25% of val ue
i ncrease

b. Ol and gas reserves at anortized cost

O her

Control blocks of marketable stock held by U T. or in
conjunction with other investors may have val ue beyond
mar ket quot es.

Wite Down - Book & Market Val ue
| nvest ments of no discernible value or burdened wth
form dabl e busi ness problens wiwth [ittle potenti al

for success shall be witten down to $1 upon such a
determ nation
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2.

U T. System Adoption of the Long Term Fund Policy
St at enrent _and Resci ssion of Common Trust Fund Charter
and Common Trust Fund Investnent Policy Statenent.--
Upon recommendati on of the Asset Managenment Conmittee,
the Board adopted the Long Term Fund Policy Statenent
for The University of Texas Systemas set forth on
Pages 224 - 233 and resci nded both the Common Trust
Fund Charter and the Common Trust Fund | nvest nent
Policy Statenent.

The Long Term Fund Policy Statenent was adopted as

a result of a review of Fund investnent policies and
performance by the O fice of Asset Managenent and
Canbri dge Associ ates, a | eading investnent advisor

to college and university endowrents. The revi ew was
undertaken in response to the anendnent of the Texas
Uni f orm Managenent of Institutional Funds Act to per-
mt public institutions of higher education to dis-
tribute cunmulative realized gains in addition to

i ncone.

The policy changes will preserve the long term pur-
chasi ng power of Fund assets and payout stream by
maxi m zing inflation adjusted total return. The major
policy changes include the gradual reduction of payout
as a percentage of Fund assets and the enhancenent of
the Fund's return/risk profile through diversification
into international and alternative asset categories.
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THE UNI VERSI TY OF TEXAS SYSTEM
LONG TERM FUND
PCLI CY STATEMENT

Pur pose

The Long Term Fund (the "LTF" or "Fund") shall be established
by the Board of Regents of The University of Texas System
(the "Board") as a pooled fund for the collective investnent
of private endowrents and other |ong term funds supporting
various prograns of The University of Texas System The LTF
shal | succeed the Common Trust Fund and provide investnent
managenment of underlying funds benefiting U T. conponent
institutions. The LTF shall also provide for greater diver-
sification of investnents than what m ght be possible if each
account were nmanaged separately.

LTF Organi zation

The LTF shall be organized as a nutual fund in which each eli-
gi bl e fund shall purchase and redeem Fund units as provided in
this LTF Policy Statenent. The ownership of LTF assets shal

at all times be vested in the Board. Such assets shall be
deened to be held by the Board, as a fiduciary, regardl ess of
the name in which the assets nay be registered.

LTF Managenent

Fiduciary responsibility for the LTF rests with the Board.

The LTF shall be governed through the Asset Managenent Conmit -
tee (the "Commttee") which shall a) define long terminvest-
ment objectives and risk tol erances for the LTF, b) devel op

i nvestnment policies consistent wwth LTF objectives, and

c) nonitor LTF performances agai nst LTF objectives. The

O fice of Asset Managenent shall invest the LTF assets in con-
formty with this policy statenent and enpl oy an i nvestnent
staff to support the chief investnent officer in the manage-
ment of the Fund.

Unaffiliated invest ment nanagers nay be hired to inprove the
Fund’s return and risk characteristics. Such managers shal
have conpl ete investnent discretion unless restricted by the
terms of their managenent contracts. Managers shall be noni -
tored for performance and adherence to investnent disciplines.

LTF Admi nistration o _
The O fice of Asset Managenent shall enploy an adm nistrative
staff to ensure that all transaction and accounting records

are conplete and prepared on a tinely basis. Internal con-
trols shall be enphasized so as to provide for responsible
separation of duties and adequacy of an audit trail. Custody

of LTF assets shall conply with applicable | aw and be struc-
tured so as to provide essential safekeeping and trading
efficiency.

Funds Eligible to Purchase LTF Units

No fund shall be eligible to purchase units of the LTF unless

it is under the sole control, wth full discretion as to

i nvestnents, of the Board and/or officers of the U T. System
Any fund whose governing instrunent contains provisions which

conflict with this Policy Statenment, whether initially or as a
result of amendnents to either docunment, shall not be eligible
to purchase or hold units of the LTF.
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The funds of a foundation which is structured as a support -
i ng organi zation described in Section 509(a) of the Internal
Revenue Code of 1986 which supports the activities of the

U T. Systemand its conponent institutions, may purchase
units in the LTF provided that:

1. the purchase of LTF units by foundation funds is
approved by the chief investnent officer,

2 all nmenbers of the foundation's governing board
are al so nenbers of the Board,

3. the foundation has the sane fiscal year as the
LTF,

4 a contract between the Board and the foundation
has been executed authorizing investnent of foun-
dation funds in the LTF, and,

5. no of ficer of such foundation, other than nenbers
of the Board, the Chancellor, the chief investnent
officer or his or her delegate shall have any con-
trol over the managenent of the LTF other than to
request purchase and redenption of LTF units.

LTF I nvest mnent Qbj ectives

The primary investnent objective shall be to preserve the pur-
chasi ng power of LTF principal and distributions stream by
maxi m zing inflation adjusted total return. Based on |ong
termhistorical returns, the LTF shall attenpt to earn an aver-
age annual total return of at least inflation plus 5.5% over
rolling 5 and 10 year peri ods.

A secondary return objective is to outperformrel evant capital
mar kets. This objective recognizes that the LTF s long term
obj ectives cannot be net solely by achieving a total return
target equal to the rate of inflation. This secondary objec-
tive is especially relevant when capital narket returns
greatly exceed the rate of inflation. The LTF s success in
neeting its objectives depends upon its ability to generate
high returns in periods of lowinflation that will offset

| ower returns generated in years when the capital markets
underperformthe rate of inflation.

Asset All ocation

Asset allocation is the primary determ nant of investnent per-
formance and is the responsibility of the Commttee. Asset
all ocation targets may be changed fromtine to time based on

t he econom c and investnent outl ook.

In establishing asset allocation policy, the Conmttee shal
recogni ze that the LTF s return/risk profile can be enhanced
by diversifying the LTF s investnents across different types
of assets whose returns are not closely correlated. The
Comm ttee should seek to protect the LTF agai nst both routine
illiquidity in normal markets and extraordinary illiquidity
during a period of extended deflation. The LTF should nain-
tain adequate liquidity to support distributions and any
redenpti ons.

LTF assets may be allocated to the follow ng broad asset
cl asses based upon their individual return/risk characteris-
tics and rel ationships to other asset classes:

1. Cash Equivalents - are highly reliable in protect-
i ng the purchasi ng power of current incone streans
but are less reliable in protecting the purchasing
power of asset values in an inflationary econony.
Cash equi val ents provide good liquidity under both
deflation and inflation conditions.
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2. Fi xed I ncone I nvestnents - offer the best

protection

for hedgi ng against the threat of deflation by providing
a dependabl e and predictable source of LTF incone. Such
bonds shoul d be high quality, non-callable and inter-
mediate to long termin order to ensure the generation
of current inconme and preservation of nom nal capital

3. Equities - provide both current inconme and growth of

i ncone, but their principal purpose is to

provi de appre-

ciation of the LTF. Historically, returns for equities
are higher than for bonds over all extended periods
since 1929. As such, equities represent the best chance

of preserving the purchasing power of the

4, Alternative Assets - generally consist of

Fund.

alternative

mar ket abl e i nvestnments and alternative illiquid invest-
nments. The advantages of alternative investnents is that
t hey enhance long termreturns through investnent in

inefficient, conplex markets. They offer

reduced endow-

ment volatility through their |ow correlation charac-
teristics. The disadvantages of this asset class are
that they are illiquid, require higher and nore conpl ex

fees, and are dependent on the quality of

external man-

agers and their due diligence efforts. 1In addition, they
possess a limted return history versus traditional

st ocks and bonds. The risk of alternative investnents
shall be controlled wth extensive due diligence and
diversification over tine and across funds.

Al ternative Marketabl e | nvestnents -

These investnents are broadly defined to include

absolute return funds (hedge funds),

arbi trage

and special situation funds, high yield bonds,

di stressed obligations and energi ng markets
whose underlying securities are traded on public
exchanges. As such, they offer faster drawdown
and earlier realization potential than alterna-

tive "illiquid" investnents.

Al ternative "Illiquid" Investnents -
These investnents are generally held
limted partnership interests. They
private equity and buyout funds, and
capital interests that are privately
whi ch are not registered for sale on
exchanges.

t hr ough
i ncl ude
vent ure
hel d and
public

5. I nflation Hedgi ng Assets - This category includes oi
and gas interests, real estate, commodities and ot her

assets whose current incones and principa

erally increase as inflation accel erates.

Asset Allocation Policy Targets

val ues gen-

The long term asset allocation policy targets for the LTF
shal | be established and reviewed annually by the Commttee.
The long term asset allocation policy targets for the Fund

shall be as foll ows:

Cash and Equi val ents

Equities
U S. Common Stocks:
Med/ Large Capitalization Stocks
Smal | Capitalization Stocks
subt ot al
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Per cent age

| nternati onal Common St ocks:

Est abl i shed Markets 12.0
Enmer gi ng Markets 3.0
subt ot al 15.0
Total Common St ocks 50.0
Al ternative Assets:
Liquid 10.0
[11iquid 10.0
Total Alternative Assets 20.0
Inflation Hedgi ng Assets 10.0
Total Equities 80.0
Fi xed | ncone
U S. (Donestic) 15.0
| nt er nati onal 5.0
Total Fixed | ncone 20.0
TOTAL ASSETS 100. 0%

| nvest nent Return Objectives

The overall long term performance goals (net of managenent
fees) for the LTF are to earn an annualized total rate of
return equal to:

a) the annualized rate of inflation plus 5.5%
and

b) the nedian return for the universe of the
| argest coll ege and university endownents
as cal cul ated by Canbridge Associ at es.

Specific performance goals for the separate asset cl asses
shall be as follows:

Equities
U. S. Common St ocks:
Med/ Large Cap. Stocks S&P 500 | ndex
Smal | Cap. Stocks Wl shire Small Cap | ndex
| nt ernati onal Common St ocks:
Est abl i shed Markets EAFE | ndex
Enmer gi ng Markets | FC I nvestabl e Conp. | ndex
Alternative Assets:
Li qui d S&P 500 | ndex + 5.00%
[11iquid S&P 500 | ndex + 5.00%
| nflati on Hedgi ng Assets Cons. Price Index + 5.00%
Fi xed | ncone:
U S. (Donestic) Sal. Broad Inv. G ade Bond
| ndex
| nt ernati onal Morgan Non-U. S. Bond | ndex

Achi evenent of these goals is nost appropriately eval uated
over a full market cycle of roughly five years.

Per f or mance Measur enent

The investnent performance of the Fund will be measured by an
unaffiliated organi zation with recogni zed expertise in this
field or LTF s custodi an bank, and conpared agai nst the stated
i nvest nent obj ectives of the Fund. Such neasurenent wll

occur at least annually, and evaluate the results of the total
Fund, nmjor classes of investnent assets, and individual
portfolios.
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| nvest nent Cui del i nes

The Fund nust be invested at all tines in strict conpliance
with applicable law. The primary and constant standard for
maki ng i nvestnent decisions is the "Prudent Person Rule."

| nvestment restrictions include the follow ng:

Gener al :

1.

Al investnments nust be U S. dollar denom nated unl ess
hel d by an i nvestnent manager retained to nanage an

i nternational portfolio.

| nvest nent policies of any unaffiliated |liquid investnent
fund nust be reviewed and approved by the chief invest-
ment officer prior to investnment of Fund nonies in such
liquid investnent fund. No requirenent exists that such
funds conformto the above restrictions on noney mnarket

i nstrunents.

No securities may be purchased or held which woul d

j eopardi ze the Fund’ s tax-exenpt status.

No securities may be purchased on margin or |everage

unl ess specifically authorized by the Asset Managenent
Comm ttee.

No transactions in short sales may be nmade unl ess spe-
cifically authorized by the Asset Managenent Conm ttee.
Transactions in derivative instrunments (other than those
received as part of an investnent unit) nust be autho-
rized by the Vice Chancellor for Asset Managenent and may
occur only as part of a hedging, asset allocation, or

ot her program specifically authorized by the Asset Man-
agenent Commttee. For purposes of this policy, deriva-
tives shall be defined as any instrunment whose value is
derived, in whole or part, fromthe value of any one or
nore underlying assets, or index of assets (such as
stocks, bonds, comopdities, interest rates, and curren-
cies) and evidenced by forward, futures, swap, cap,

fl oor, option, and ot her applicable contracts.

Fi xed | ncone:

1.

Commerci al paper nust be rated in the two highest quality
cl asses by Moody’'s Investors Service, Inc. (Pl or P2) or
Standard & Poor’s Corporation (Al or A2).
Negoti abl e certificates of deposit nmust be with a bank
that is associated with a hol di ng conpany neeting the
commercial paper rating criteria specified above or that
has a certificate of deposit rating of 1 or better by
Duf f & Phel ps.
Bankers’ Acceptances nust be guaranteed by an accepting
bank with a mninumcertificate of deposit rating of 1
by Duff & Phel ps.
Repur chase Agreenents and Reverse Repurchase Agreenents
must be with a donestic deal er sel ected by the Federal
Reserve as a primary dealer in U S. Treasury securities;
or a bank that is associated with a hol di ng conpany neet -
ing the comrercial paper rating criteria specified above
or that has a certificate of deposit rating of 1 or
better by Duff & Phel ps.
The average quality of the fixed inconme portfolio shal
be rated Al using Mbody’ s Investors Service, Inc. ratings
or A+ using Standard & Poor’s ratings. Fixed incone
securities (including preferred stocks) must be rated a
m ni mum of Baa3 by Mody’s Investors Service, Inc. or
BBB- by Standard & Poor’s Corporation, respectively, when
pur chased unl ess approved by the chief investnent officer.
Unrated bonds or preferred stocks may be purchased prior
to review by the Asset Managenent Conmttee if, in the
opinion of the Systemi s investnent staff, they are
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at least equal in quality to publicly offered securities
eligible for purchase. The cost of bonds or preferred
stocks rated bel ow Baa3 or BBB-, unrated bonds, and
unrated preferred stocks which have been purchased but
have not been reviewed by the Asset Managenent Conmittee
may not exceed 1% of the book val ue of the Fund.

Equities:

1. No nore than 5% of the voting securities of a corpo-
ration may be owned by the Board unl ess additi onal
ownership is specifically authorized by the chief
i nvestment officer.

2. Portfolio managers transacting solely within their
assi gned assets:

- shall hold no nore than 25% of their managed
portfolio in any one industry or industries
(as defined by the chief investnent officer)
at cost unless the nanager was retained to
concentrate in an industry or industries.

- shall hold no nore than 10% of their managed
portfolio in the securities of one corpora-
tion at cost unless authorized by the chief
i nvestment officer.

- shall not hold investnent in real estate, part-
nershi ps, and other such illiquid assets unless
retained to manage this type of asset.

- shall hold equity securities, cash and cash
equi val ents. Cash and cash equi val ents shal
not exceed 10% of the market value of the
entire portfolio unless approved by the chief
i nvestnment officer. Any security which con-
verts into an equity security shall be consid-
ered an equity security for the purposes of
this restriction.

Fund Di stributions

The Fund shall bal ance the needs and interests of present
beneficiaries with those of the future. Fund spending policy
obj ectives shall be to:

a) provide a predictable, stable stream of
di stributions over tine,

b) ensure that the inflation adjusted val ue of
distributions is maintained over the |ong
term and

c) ensure that the inflation adjusted val ue of
Fund assets is maintained over the |ong
term

The goal is for the Fund’ s average spending rate over tine not
to exceed the Fund s average annual investnent return after
inflation in order to preserve the purchasing power of Fund

di stributions and underlying assets.

Pursuant to the Uni form Managenent of Institutional Funds Act,
a governing board may distribute for the uses and purposes for
which the fund is established the net realized appreciation in
the fair market value of the assets of an endowrent fund over
the historic dollar value of the fund to the extent prudent
under the standard provided by the Act. In addition, incone
may be distributed for the purposes associated with the endow
ment s/ f oundat i ons.
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The Commttee shall be responsible for establishing the Fund s
di stribution percentage and determ ning the equi val ent per
unit rate for any given year. Unless otherw se established by
the Commttee and approved by the Board or prohibited by the
Act, fund distributions shall be based on the follow ng
criteria:

1. The annual payout rate of $0.175 per unit shall remain
in place until this per unit rate is |less than or equal
to a distribution percentage of 4.5% cal culated as fol -
| ows:

a) Using the nost recent August 31st year end,
determ ne an average market val ue using the
12 quarters including and previous to the year
end sel ect ed.

b) Determ ne annualized distributions to the unit-
hol ders as of the August 31st date determ ned
in 1l a) (August 31st distributions nmultiplied

by 4)
c) Divide step b) by step a) to determ ne the dis-
tribution percentage. If this result is |less

than or equal to 4.5% the distribution per-
centage and the equivalent per unit rate shal
be established as provided in step 2. bel ow

2. Determ ne the per unit rate as foll ows:

a) Take the distribution percentage as established
in step c¢c) above and increase by the three-year
annual i zed CPI cal culated for the fiscal year
established above in 1. a)

b) If this percentage as calculated in 2. a) is
between 3.5% and 5.5% determine a per unit rate
as follows: Take the distribution percentage
calculated in step 2. a) above and nultiply by
t he average market value established in 1. a).
Divide this result by the # of units at the end
of the fiscal year used for these cal cul ations
to determine a per unit rate. This per unit
rate shall be used in calculating distributions
to the unitholders beginning wwth the fiscal
year follow ng the recommendati on by the Com
mttee and approved by the Board.

c) If the percentage in step 2. a) is not within
the range of 3.5% and 5.5% a percentage shall be
established by the Conmmttee and step 2. b) shal
be used in calculating the per unit rate.

Distributions fromthe Fund to the unithol ders shall be nade
quarterly as soon as practicable on or after the | ast day of
Novenber, February, My, and August of each fiscal year.

Fund Accounti ng
The fiscal year of the LTF shall begin on Septenber 1st and
end on August 31st.

Mar ket val ue of the Fund shall be maintained on an accrual
basis in conpliance with Financial Accounting Standards Board
Statenments, CGovernnent Accounting Standards Board Statenents,
or industry guidelines, whichever is applicable.

Asset wite-offs or wite-downs shall be approved by the chief
i nvestnment officer.
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Val uati on of Assets

On each | ast business day in Novenber, February, My, and
August of each fiscal year (the quarterly valuation date),

the Ofice of Asset Managenent shall determ ne the fair narket
val ue of all Fund net assets and the net asset val ue per unit
of the Fund. Such valuations shall be determ ned in accor-
dance with an Asset Valuation Policy approved by the Vice
Chancel | or for Asset Managenent and consistent with prevail -
ing industry standards.

The fair market value of the Fund’ s net assets shall include
all related receivabl es and payabl es of the Fund on the val ua-
tion date and the value of each unit thereof shall be its
proportionate part of such net value. Such valuation shall be
final and conclusive. Valuations shall be given no effect on
the general |edger and supporting |l edgers of the U T. System
but shall be menorandum accounts only.

Reporti ng

As soon as reasonably available after the end of each fiscal
year, the Ofice of Asset Managenent shall deliver to the
Comm ttee an investnent report presenting activity and the
performance of the LTF for the immedi ately precedi ng quarter.

Purchase of LTF Units

Purchase of Fund units may be nade on any quarterly purchase
date (Septenber 1, Decenber 1, March 1, and June 1 of each
fiscal year or the first working day subsequent thereto) upon
paynent of cash to the Fund or contribution of assets approved
by the chief investnent officer, at the net asset val ue per
unit of the Fund as of the purchase date.

In order to permit conplete investnent of funds and to avoid
fractional units, any purchase anount will be assigned a whole
nunber of units in the Fund based on the appropriate per unit
val ue of the Fund. Any fractional anmount of purchase funds
whi ch exceeds the nmarket value of the units assigned wll be
transferred to the Fund but no units shall be issued. Each
fund whose nonies are invested in the Fund shall own an undi -
vided interest in the Fund in the proportion that the nunber
of units invested therein bears to the total nunber of al
units conprising the Fund.

Redenption of LTF Units

Redenption of Units shall be paid in cash as soon as practi -
cable after the quarterly valuation date of the LTF. If

the withdrawal is greater than $10 million, advance notice
of 30 business days shall be required prior to the quarterly
valuation date. |If the withdrawal is for |less than

$10 mllion, advance notice of five business days shall be
required prior to the quarterly valuation date. Wthdrawals
fromthe LTF shall be at the market value price per unit
determ ned for the period of the wthdrawal except as foll ows:
Wthdrawal s to correct adm nistrative errors shall be cal cu-
| ated at the per unit value at the tinme the error occurred,
if determnable. |If the error date is indeterm nable, the
average cost per unit of the w thdraw ng unithol der shall be
used to determ ne the nunber of units to withdraw. This
provi sion does not apply to transfer of units between endow
ment unit hol ders.
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Securities Lending

The LTF may enter into a securities lending contract with a
bank or nonbank security |ending agent. The contract shal
state acceptable collateral for securities |oaned, duties of
the borrower, delivery of | oaned securities and collateral,
acceptabl e i nvestnent of collateral, and indemification pro-
visions. The contract nmay include other provisions as appro-
priate. The securities lending programw || be evaluated from
tinme to time as deened necessary by the Commttee. Monthly
reports issued by the agent shall be reviewed by the Ofice
of Asset Managenent to insure conpliance with contract provi-
si ons.

Segregation of Investnents

I f any investnent contained in the LTF shall be subsequently
determ ned by the Board of Regents to be an ineligible invest-
ment, such investnment may, prior to any further adm ssions to
or withdrawals from such Fund, at the discretion of the chief
i nvestnment officer, be sold or segregated and set apart in a

| i qui dati ng account solely for the benefit of Fund unithol ders
at the time of such segregation. Each such |iquidating
account shall be adm nistered in such manner and the proceeds
thereof distributed at such tine or tinmes as the chief invest-
ment officer deens to be in the best interests of Fund unit-
hol ders.

| nvest or Responsibility

As a sharehol der, the Fund has the right to a voice in cor-
porate affairs consistent wth those of any sharehol der.
These include the right and obligation to vote proxies in a
manner consistent with the unique role and m ssion of higher
education as well as for the econom c benefit of the Fund.
Not wi t hst andi ng the above, the Conmttee shall discharge its
fiduciary duties with respect to the Fund solely in the inter-
est of Fund unithol ders and shall not invest the Fund so as
to achi eve tenporal benefits for any purpose including use of
its econom c power to advance social or political purposes.

Conflicts of Interest
Menbers of the Board and the Investnent Advisory Conmttee are
frequently persons of w de-ranging business interests. There-
fore, a prudent, independent investnent decision process may
result in investnents in firnms or organizations with which a
menber of the Board or the Investnent Advisory Conmttee is
affiliated. Affiliation shall be interpreted within this
section to nean an enpl oyee, officer, director, or owner of
five percent or nore of the voting stock of a firmor organi-
zation. The Fund may invest in such securities provided that:
1. A nmenber of the Board or the Investnent Advisory

Commi ttee:

a) shall disclose any conflict of interest with
respect to a proposed investnent or selection
of a vendor

b) shall not participate in the discussion of an
i nvestment or vendor selection involving a
conflict of interest

c) shall not vote on any issue involving a con-
flict of interest.

2. I nvestnents will not be purchased fromor sold to a nem
ber of the Board or the Investnent Advisory Committee.

3. Al staff menbers of the Ofice of Asset Managenent with
di scretionary authority to purchase securities or other-
w se expend Fund assets shall conply with U T. System
et hics and standards of conduct policies.

232



Amendnent of Policy Statenent

The Board of Regents reserves the right to anend the LTF
Policy Statenent as it deens necessary or advisable.

Ef fective Date
The effective date of this policy shall be February 9, 1995.
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RECONVENE. - - At 2:55 p.m, the Board reconvened as a committee
of the whole to consider those itens remai ni ng on the agenda.

EXECUTI VE SESSI ON OF THE BOARD OF REGENTS

Chai rman Rapoport reported that the Board had net in Execu-
tive Session in the Dobie Roomof the Peter T. Flawn Aca-
dem c Center to discuss matters in accordance with Texas
Gover nnent Code, Chapter 551, Sections 551.071, 551.072,
and 551.074. In response to Chairman Rapoport's inquiry
regardi ng the wi shes of the Board, the follow ng actions
wer e taken:

1. U._T. Southwestern Medical Center - Dallas and U. T.
Medi cal Branch - Galveston: Settlenents of Medical
Liability Litigation.--Regent Smley reported that the
Board heard presentations from The University of Texas
System Adm ni stration officials concerning the two nedi -
cal liability matters listed in the agenda.

Based on these presentations, Regent Sm | ey noved that
the Chancellor and the Ofice of CGeneral Counsel be
authorized to settle the following nedical liability
litigation matters in accordance with the individual
proposal s presented in Executive Session:

a. On behal f of The University of Texas Sout h-
western Medical Center at Dallas, the nedi-
cal liability litigation filed by Natalie
Makki, et al.

b. On behal f of The University of Texas Medi cal
Branch at Gal veston, the nedical liability
litigation filed by Daniel G W]I son.

Vi ce- Chai rman Tenpl e and Regent Loeffler seconded the

notion which prevail ed wi thout objection.

2. U T. Austin - WII C. Hogg Menorial Fund: Authorization

to Sell 4.7058 Acres of Land Located at the Sout heast
| ntersection of Waugh Drive and Al en Parkway in Houston,

Harris County, Texas, and Approval for Executive Director

of Endownent Real Estate to Take Al Steps to d ose the
Transaction. -- The Board, upon notion of Vice-Chairnman
Tenpl e, seconded by Vi ce-Chairman Leber mann and Regent
Cr ui kshank:

a. Aut hori zed the sale of 4.7058 acres of |and
| ocated at the southeast intersection of Waugh
Drive and Allen Parkway in Houston, Harris
County, Texas, on behalf of the WII C Hogg
Menorial Fund at The University of Texas at
Austin

b. Aut hori zed the Executive Director of Endowrent
Real Estate or his delegate to take all steps
necessary to close the transacti on according
to the paraneters outlined in Executive Session
foll owm ng approval of the O fice of Ceneral
Counsel .
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3.

U T. Austin - The Lundell Endownrent: Authorization for
t he Board of Regents as Trustee for The Lundell Endownent

to Sell a 4.3165 Acre Tract of Land in Plano, Collin
County, Texas, and Approval for Vice Chancellor for Asset

Managenent to Execute Al Docunents Relating Thereto.--
Upon notion of Regent Loeffler, the Board of Regents of
The University of Texas System as Trustee of The Lundel
Endownent :

a. Approved, confirnmed, and ratified all
actions of the Ofice of Endowrent Real
Estate in negotiating on behalf of the
Trustee the sale of a 4.3165 acre tract
of land in Plano, Collin County, Texas,
on behalf of The University of Texas at
Austin, including the formof Real Estate
Contract presented to the Trustee

b. Approved, ratified, and confirnmed the exe-
cution of the Real Estate Contract and
aut hori zed the Vice Chancellor for Asset
Managenent or his delegate to execute the
special warranty deed and all other cl os-
i ng docunents pertaining to the sale of
the property follow ng review by the
O fice of General Counsel

Vi ce- Chai rman Tenpl e seconded the notion which carried
W t hout obj ection.

U T. Health Science Center - Houston: Authorization to
Purchase Approxinately 4.722 Acres of Land and | nprove-

nents Located at 1300 Moursund Street in Houston, Harris
County, Texas, and Approval for Executive Vice Chancell or

for Business Affairs to Execute All Docunments Rel ating
Theret 0. -- Regent Crui kshank noved that the Board:

a. Aut hori ze The University of Texas Health
Sci ence Center at Houston to purchase
approxi mately 4.722 acres of |and and
associ ated i nprovenents | ocated at
1300 Moursund Street in Houston, Harris
County, Texas, according to the param
eters outlined in Executive Session

b. Aut hori ze the Executive Vice Chancell or
for Business Affairs or his delegate to
execute all docunents pertaining to the
purchase follow ng approval by the Ofice
of CGeneral Counsel.

Vi ce- Chai rman Tenpl e seconded the notion which prevail ed
by unani nous vote.

U T. MD. Anderson Cancer Center: Authorization for
Executive Vice President for Admnistration and Fi nance
to Execute Al Docunments Required to Purchase Approx-
imately 6.89 Acres of Land and | nprovenents Located at
t he Sout heast Corner of A d Spanish Trail and Fannin
Street in Houston, Harris County, Texas (Texas Nati onal
GQuard Site).--Upon notion of Regent Hol mes, seconded by
Regent Crui kshank, the Board authorized the Executive
Vice President for Adm nistration and Finance of The
University of Texas M D. Anderson Cancer Center or his
del egate to execute all docunents required to purchase
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approximately 6.89 acres of [and and i nprovenents | ocated
at the southeast corner of Ad Spanish Trail and Fannin
Street in Houston, Harris County, Texas (Texas Nati onal
GQuard Site), according to the paraneters outlined in
Executive Session foll ow ng approval of the Ofice of
Gener al Counsel .

REPORT OF BOARD FOR LEASE OF UNI VERSI TY LANDS

Regent s Rapoport and Lebernmann, as nenbers of the Board for
Lease of University Lands, submtted the follow ng report
on behalf of that Board:

Repor t

The Board for Lease of University Lands has not net
since its last neeting on Novenber 10, 1994.

Following is a report on the 86th Ol and Gas Lease
Sale and Frontier Ol and Gas Lease Sal e 86-A on
Per manent University Fund | ands held on Novem

ber 10, 1994, in Mdland, Texas:

a. 37,623 acres were nom nated by the oi
and gas industry for the 86th G| and
Gas Lease Sale. Bonuses in the anmount
of $1,837,668 were paid for |eases cover-
ing 15,225 acres. No bids were received
on 22,398 acres.

b. Frontier acreage totalling 478,932 acres
was avail able for |easing under the
terms of the Frontier G| and Gas Lease
Sal e 86-A. Bonuses in the anount of
$429, 226 were paid for | eases covering
7,121 acres. No bids were received on
471, 811 acres.

C. Total bonuses paid were $2, 266, 894.

The Board for Lease of University Lands held a
general business neeting in conjunction with the
86th Ol and Gas Lease Sale and Frontier G| and
Gas Lease Sal e 86-A and approved the foll ow ng:

a. Aut hori zed the continuation of the G|
Royalty Take In-Kind Programand rati -
fied Take In-Kind contracts dated effec-
tive Novenber 4, 1994

b. Term nated the Tenporary Unitization,
Pool i ng and Devel opnment Unit Agreenent
wi t h Shenandoah Petrol eum Corporation

C. Approved the | ease terns for the
87th G| and Gas Lease Sale and Frontier
Ol and Gas Lease Sale 87-A to be held
in Mdland, Texas, in May 1995.
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OTHER NMATTERS

U T. System Annual Report on the Activities of the
Faculty Advisory Council.--Chancellor Cunni nghamintro-
duced Dr. Jerry Polinard, Chair of The University of
Texas System Faculty Advisory Council and Professor in
the Departnent of Political Science at The University of
Texas - Pan Anerican, who presented the follow ng report:

U T. System Faculty Advi sory Counci
Annual Report to the U T. System Board of Regents
1993-1994

On behalf of the U T. System Faculty

Advi sory Council (UTSFAC), | want to thank
the Board of Regents for inviting us once
again to present our annual report. The
Council, which first met in April 1990,
was aut horized by the Board of Regents,
and we appreciate the Board's conti nued
support. In the five years of our exis-
tence, the faculty who have parti ci pated
on the Council have been enriched by the
contact with the Board, the Chancellor and
his staff, and with each other. W have

| ear ned about the System and we have
shared what we learn with our coll eagues
at our hone institutions. W remain the
only council of its type in higher educa-
tion in Texas, and | want to assure the
Board and the Chancellor that we do not
treat this experience lightly.

As you know, the Council is conposed of
two nenbers fromeach of the fifteen com
ponent canpuses. These nenbers are
appointed formally by the chief adm nis-
trative officers of each conponent, nost
of whomrely on the recommendati ons of the
canpus faculty governance organi zati ons.
Consequently, nost of the UTSFAC nenbers
are currently, or have been in the recent
past, the chairs of their institution's
faculty senate. The Council neets four
tinmes a year (Septenber, Novenber, Febru-
ary, and June). The Council distributes
its tasks through four standing commttees
organi zed on the basis of subject matter
(Academ c Affairs, Faculty Governance,
Faculty Quality, and Health Affairs). The
Council may al so undertake specific tasks
at the suggestion of the Board of Regents,
t he Chancellor, or the conmponent institu-
tions.

In general, the Council serves as a clear-
i nghouse for those Systemm de concerns
that affect faculty. As such, the Counci
sonetinmes offers a faculty perspective in
direct response to requests fromthe Board
of Regents or the Chancellor. O her
times, the Council may suggest a faculty
perspective to the Board of Regents or the
Chancel l or in response to requests from
System facul ty.
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An overview of the Council's activities
in 1993-94 offers sone indication of the
broad range of activities in which the
Council is involved. First, the Counci
conpl eted the anal yses of the Faculty
Satisfaction Survey (FSS) and presented
reports to the System Council |ast sunmer
and to the Board | ast Novenber. Further
work utilizing the FSS data continues on
i ndi vi dual canpuses as the faculty and
adm ni stration exam ne the data fromtheir
home institution.

Second, the Council is seeking external
funding for the devel opnent, inplenenta-
tion, and evaluation of a Systemm de group
of coll aborative canpus-w de centers of
teaching effectiveness. Currently, three
of the thirteen U. T. teaching conponents
have canpus-w de agenci es focusing on
teachi ng i nprovenent, and our goal is to
expand this nunber. A status report on
this project was presented to the System
Counci | last nonth.

Third, the Council is inplenenting a study
of the methods by which teaching is eval u-
ated throughout the System The study

i ncl udes collecting and anal yzi ng al
instrunments and procedures for eval uating
teaching effectiveness currently used at
all System conponents. In addition, the
Council will survey faculty, adm nistra-
tors, students, and alummi to obtain their
perceptions of the process of teacher
evaluation. This project also was pre-
sented to the System Council | ast nonth.

Both the centers of teaching effectiveness
and the anal ysis of the various approaches
to evaluating teaching attest to the

i nportance the Council places on the role

of teaching and the issue of accountabil -

ity in the classroom

Fourth, the Council, through the Health
Affairs Commttee, has continued to be
i nvol ved with such issues as enpl oyee
heal th i nsurance, the organi zati on and
function of Ethics Commttees at the
heal t h conponents, and the health-care
econom c trends and their inport for
Syst em conponents.

In addition to these activities, UTSFAC
menbers, at the request of the Chancell or,
represented the Council in such other Sys-
temprojects as the Task Force on U. T.
System Publ i ¢ School Coll aborations, the
Comm ttee on the Advancenent of M nori -
ties, the Commttee on the Advancenent of
Wnen, and the ORP Enhancenent Comm ttee.

These are the details of sonme of our work

this past year, but may | conclude by sug-
gesting the value of the Council is in the
sumof its parts. | was present at the
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Council's first neeting five years ago,
and | think it is fair to say that neither
t he Board, nor then-Chancellor Mark, nor
the faculty nenbers had any firmidea as
to what we were about. Since that neet-
ing, the Council, with the support of the
Board, and with the active invol venent of
Chancel | or Cunni ngham and t he sound advi ce
of Francie Frederick, has found its voice
as a representation of the faculty per-
spective in SystemM de activities. W do
not take the Board's support or the Chan-
cellor's involvenent for granted. W wll
continue to work to earn that support. |If
| may borrow a phrase ny grandfather used
to use, we wll continue to try to "give
good wei ght."

On behal f of the Board, Chairnman Rapoport thanked
Dr. Polinard for this very informative report.

U T. System Presentations by M. Robert Parker (Chair,

Student Advisory G oup) and M. John Black (President,
U T. Austin Students' Association) Related to the Stu-
dent Regent Issue.--At the request of Chairman Rapoport,
Chancel | or Cunni ngham i ntroduced the foll ow ng who were
all ocated a conbined total of 15 mnutes to discuss the
student regent issue:

M . Robert Parker, Chair of The University
of Texas System Student Advisory G oup and
a student at The University of Texas at
Tyl er

M. John Bl ack, President of the Students

Associ ation at The University of Texas at

Austi n.
Chancel | or Cunni ngham then called on M. Parker who nade
the foll ow ng presentation:

Remar ks of M. Robert Parker

Chai rman Rapoport, Menbers of the Board,
Chancel | or Cunni ngham - -

| would like to thank you for the opportu-
nity and the tine on the agenda to speak
here today.

First of all, it has been an honor and a
pl easure to serve as a nenber of the U T.
System St udent Advisory Goup for the past
three years as a representative of The
University of Texas at Tyler including
serving as Chair for the current year.

For the benefit of our new Regent-Designate
(M. Donald L. Evans), this Goup was cre-
ated in 1989 as a neans with which to pro-
vi de nmeani ngful student input to both the
Chancel |l or and the Board of Regents. Cur-
rently, 13 conponents (with enrolled stu-
dents) have three representatives each on
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this Goup. The Goup neets six tines a
year to discuss student issues and con-
cerns that affect all of U T. System

| ook forward to returning to speak
before this Board in May 1995 on issues
and proposals that the Goup is currently
wor ki ng on.

However, today | am here to discuss an

i ssue brought before our G oup at our Jan-
uary 1995 neeting. That issue, as you may
or may not know, is the student
regent/ advi sor.

As a body, this issue has not been voted
on as a group. Qur April 7-8, 1995 neet-
ing will be the earliest tinme that this
issue wll be decided. At present, the
"student advisor" has been approved "in
spirit" by the Student Rights Subconmt-
tee. No proposal has been officially

of f er ed.

Yet, in the interimbetween neetings, in
the search for increased neani ngful and
tinmely student input, | believe nore
information is essential before an

i nformed vote of approval /di sapproval
occurs.

As Chair, | have discussed the issue with
the student body presidents of Texas A&M
University and Texas Tech University. 1In
upcom ng weeks, | will be speaking with
student | eaders from around the state.

However, in talking with student |eaders,
it is equally inportant to seek the opin-
ion of this Board upon which ultimately
this advisor sits. So | present this

i ssue regardi ng the student advisor to the
Board. The G oup would |Iike to know any

i nput or concern that this Board may have.

I n what ways can conmuni cation and inter-
action be maxi m zed between this G oup and
t he Board?

In closing, again, thank you for your
time. | would like to conclude by person-
ally inviting you to our next neeting
which will be held on April 7-8, 1995, in
Austin in Ashbel Smth Hall.

In response to M. Parker's inquiry as to the Board's
position on this issue, Chairnman Rapoport conmented that
with nore information fromthe students the Board may be
able to serve thembetter. He noted that a major portion
of the Board's concern relates to its fiduciary responsi -
bility and its relationship wwth the Legislature, the
students, faculty nmenbers, and with the people of the
State of Texas. M. Rapoport stated that every student
has access to the Chancellor or to any nmenber of the
Board and that he, personally, would neet with students
at any time. He pointed out that it often takes a Regent
several years to understand the conpl ex issues that cone
before the Board and it would be difficult for a student
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to serve |long enough to gain a good understandi ng of how
the System works. Chairman Rapoport concl uded by noting
that if students want access to the Board, they can have
all the access they want as nenbers of the Board are
willing to neet with them

M. Parker comrented that sonme of the students believe
that the access is not there and asked if there were ways
to maxim ze the interaction between the Student Advisory
G oup and the Board.

In response to M. Parker's inquiry, Vice-Chairnman

Leber mann commended the students for a well thought-out
pl an and noted that he was in agreenent with Chairman
Rapoport's remarks. He pointed out that as a forner
student body president at U T. Austin he could under-
stand the students' concerns and noted that the very
establ i shnent of the Student Advisory Goup is a major
step. He said that in his days as a student at U T.
Austin the students were invited now and again to visit
with the president and/or the chancellor but it was not
"organi zed." Thus the establishnent of the Student

Advi sory Group in 1989 provided an avenue by which the

| egitimate concerns of students fromall of the conponent
institutions could be brought to the attention of the
Board. M. Lebermann noted that he and Regent Loeffler
have had conversati ons about the need, as the Board noves
about the conponent institutions for its neetings, to
have the nenbers of the Student Advisory Goup neet with
the Board formally and informally to discuss pertinent
student concerns. He added that those Regents who are

| ocated in Austin would be available to the students as
woul d the other nmenbers of the Board and that he was nore
than willing to neet with the entire Student Advisory

G oup or any nenber thereof on any subject and at any
time. M. Lebermann noted that he would report back to
the Board on the various neetings that he has with stu-
dents so that he could share what he has | earned.

Regent Sm |l ey noted that she concurred with Vice-Chairman
Lebermann's coments and she woul d be avail able to the
students. As a forner student body president at Bayl or
University, Regent Smley stated that she coul d appreci-
ate the inportance of access and understandi ng the fidu-
ciary responsibility of the Board.

M. Parker noted that conmunication wth the Board was
very inportant to the students and he believed today's
di al ogue woul d be hel pful.

In response to Regent Loeffler's inquiry as to whether
the Student Advisory Goup, with its 39 representatives
from1l3 institutions, is focused on U T. System probl ens
or on parochial problens at each of the 13 institutions,
M. Parker comented that the G oup does not ignore com
ponent issues. M. Loeffler then asked if it was nore
inportant for this Goup to focus on conponent or U T.
Systemissues and M. Parker responded that the G oup
does what it can to help each individual conponent but
that it ultimately deals with U T. Systemi ssues.

Foll owi ng M. Parker's presentation, Chancell or

Cunni ngham i ntroduced M. Bl ack, who thanked the nenbers
of the Board for the opportunity to address the student
regent issue. M. Black reviewed the two decade old
efforts to persuade legislators to require university
governi ng boards to include student nenbers. Noting that
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the student regent issue is very inportant and he did not
think the legislative route was assured, M. Black com
mented that the G oup was comng to the Board with a new
approach and new hope and was asking the Board to | ook
at the issue. He cited the need to | ook at better ways
to create a flow of ideas between the Board and the stu-
dents so that the students will feel confortable with
the Regents. M. Black suggested that the chair of the
Student Advisory Goup sit on the Board as an ex officio
menber and noted that as consunmers of the U T. System
the students want nore direct contact with the nine
Regents. He stated the key is interaction between the
two to devel op better working relationships, noting that
the students are not interested in demands and entitle-
ments. M. Black pointed out that the students would
like to interact wwth the Regents on a personal |evel

and have sone insight into the fiduciary responsibili-
ties of the Board.

In closing, M. Black stated that "I bring to you a
chal l enge. We know we have sonething to add. We desire
to take nothing away. W want to carry weight too and
want to work with and not around or over the Board."

Vi ce- Chai rman Lebermann expressed appreciation to

M. Black for his comrents and stated that he knew it
was a heartfelt issue and | ooked forward to future con-
versations with the students.

On behal f of the Board, Chairnman Rapoport thanked
M. Parker and M. Black for their comments.

SCHEDULED MEETI NG - - Chai r man Rapoport announced that the next
schedul ed neeting of the U T. Board of Regents would be held
on May 11, 1995, at The University of Texas Medical Branch at
Gal vest on.

ADJOURNMENT. - - There being no further business, the neeting was
adj ourned at 3:35 p.m

/sl Arthur H Dlly
Executive Secretary

February 20, 1995
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