MATERIAL SUPPORTING THE AGENDA
VOLUME XXXVcC
This volume contains the Material Supporting the Agenda furnished

to each member of the Board of Regents prior to the meeting held
on

April 14, 1988

The material is divided according to the standing committees and
the meetings that were held and is color coded as follows:

white paper - for documentation of all items that
were presented before the deadline date.

Blue paper -~ all items submitted to the Executive
Session and distributed only to the Regents, Chan-
cellor and Executive Vice Chancellors of the System.

Yellow paper - emergency items distributed at the
meeting.

Material distributed at the meeting as additional documentation
is not included in the bound volume, because sometimes there is
an unusual amount and other times some people get copies and
some do not get copies. If the Executive Secretary was fur-
nished a copy, then that material goes into the appropriate sub-
ject file.
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AGENDA FOR MEETING
OF
BOARD OF REGENTS
OF
THE UNIVERSITY OF TEXAS SYSTEM

Date: Thursday, April 14, 1988
Time: 11:00 a.m. Convene in Open Session for the sole
purpose of recessing to Executive
Session
1:30 p.m. Reconvene in Open Session to continue
“until completion of business
Place: Caduceus Room, 6th Floor, Administration Building
(Open Session) and Executive Conference Room
(Executive Session)
A, CALL TO ORDER
B. RECESS TO EXECUTIVE SESSION
The Board will convene in Executive Session pursuant
to Vernon's Texas Civil Statutes, Article 6252-17,
Sections 2(e), (f) and (g) to consider those matters
set out on Page Ex.S =~ 1 of the Material Supporting
the Agenda.
C. RECONVENE IN OPEN SESSION
D. WELCOME BY PRESIDENT JAMES
E. APPROVAL OF MINUTES OF REGULAR MEETING HELD FEB-
RUARY 11, 1988
F. SPECIAL ITEM

U. T. Board of Regents: Recommendation to (a) Adopt Reso-
lution Authorizing Issuance and Sale of Board of Regents

of The University of Texas System Permanent University Fund
Refunding Bonds, Series 1988, in the Amount of $100,000,000,

(b) Designate Payving Agent/Registrar, and (c) Ratify Con-
tract for Printing of Bonds and Official Statement.--

RECOMMENDATION

The Qffice of the Chancellor recommends that the U. T.
Board of Regents:

a. Adopt the Resolution (Pages B of R 3 - 38)
authorizing the issuance and sale of Board
of Regents of The University of Texas System
Permanent University Fund Refunding Bonds,
Series 1988, in the amount of $100,000,000

b. Designate a Paying Agent/Registrar

C. Ratify a contract approved by the Executive
Vice Chancellor for Asset Management for the
printing of the bonds and the Official State-
ment.
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Bids for the bonds, the Paying Agent/Registrar, and the
printing of the bonds and Official Statement will be
available for approval at the meeting.

BACKGROUND INFORMATION

Pursuant to authorization by the Board at its February 1988
meeting, bids for Board of Regents of The University of
Texas System Permanent University Fund Refunding Bonds,
Series 1988, in the amount of $100,000,000, will be opened
in Claudia Taylor Johnson Hall at 10:30 a.m., C.S.T.,
Wednesday, April 13, 1988. The actions recommended above
will complete the sale of these bonds.

Bof R =2



SUPPLEMENTAL MATERIAL

SPECIAL ITEM

April 14, 1988

U. T. Board of Regents: (a) Adopt Resolution Authorizing
Issuance _and Sale of Board of Regents of The University

of Texas System Permanent University Fund Refunding Bonds,
Series 1988, in the Amount of $100,000,000, (b) Designation
of Paying Agent/Registrar, (c) Ratificiation of Contract
for Printing of Bonds and Official Statement, and (d)
Approval of Disclosure Counsel.

RECOMMENDATION

The Office of the Chancellor recommends that the U. T. Board
of Regents:

a. Approve the sale of bonds to Marine Midland Bank, N.A.
with an 6.792343% net effective interest rate;

b. Approve MTrust Austin, N.A., Austin, Texas as Paying
Agent/Registrar;

c. Approve the selection of Pandick Dallas, Dallas, Texas
for printing of the Bonds and the Official Statement;
and

d. Approve the selection of Hutchison Price Boyle & Brooks,
Dallas, Texas, as Disclosure Counsel.

BACKGROUND INFORMATION

Five bids were received for the sale of the bonds. The range
of the net effective interest rate was 6.792343% to 6.9074%.
Marine Midland Bank, N.A. had the lowest net effective
interest rate of 6.792343%.

Three bids were received for Paying Agent/Registrar for the
bonds. MTrust Austin, N.A., Austin, Texas was the lowest
bidder with a bid to pay the Board of Regents a lump sum of
$100.

Two bids were received for printing of the Bonds and the
Official Statement. Based on the specifications that
accompanied the bid form, Pandick Dallas, Dallas, Texas was
the lowest bidder at $5,800.

The selection of a Disclosure Counsel for the Bonds is
recommended upon the advice of Vinson & Elkins, bond counsel.
Since the Board's last competitive bond sale in August 1985,
disclosure standards for municipal bonds have increased
substantially. The use of a financial advisor, law firm or
other third party to review the adequacy of disclosure in an
issuer's official statement is now expected by most
institutional purchasers. Hutchison Price Boyle & Brooks was
selected by the Office of Asset Management because they have
performed this function as underwriter's counsel on previous
PUF bond issues and were best able to complete the due
diligence process by the April 1 official statement mailing
date.
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$100,000,000
BOARD OF REGENTS COF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BONDS, SERIES 1988
Bids Received
2pril 13, 1988, 10:30 A.M., C.D.T.

Net
Gross Net Effective
Interest Less Interest Interest
BONDS Cost Premium Cost Rate

Marine Midland Bank $51,697,125.00 ($7,395.00) $51,689,730.00 6.792343%
N.A.

Prudential-Bache 51,844,937.50 (28,425.00) 51,816,512,50 6.8090
Securities, Inc. '

Shearson Lehman 52,038,687.50 -0- 52,038,687.50 6.838198
Hutton, Inc.

J. P. Morgan 52,005,063.00 (15,235.00) 51,98%,827.00 6.83178
Securities, Inc.

BT Securities 52,576,172.00 (10,500.00) 52,565,672.00 6.9074
Corporation

PAYING AGENT/REGISTRAR

Will Pay BOR Will Charge BOR
MTrust Corp, N.A., Austin $100.00 one time
Iurp sum
Texas Commerce Bank, N.A.,
Houston $13,750.00
First Interstate Bank of
Texas, N.A., Houston $13,300.00

PRINTING - Official Statement and Bonds

_Charge
Pandick Dallas ' $5,800.00
Bowne of Dallas, Inc. 9,880.00
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Draft of 3/15/88

RESOQLUTION

authorizing the issuance, sale and delivery of

Board of Regents
of

The University of Texas System

Permanent University Fund Refunding Bonds

Series 1988

and approving and authorizing instruments and procedures

relating thereto
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RESCLUTION AUTHORIZING THE ISSUANCE, SALE AND DELIVERY
OF BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BONDS, SERIES 1988,
AND APPROVING AND AUTHORIZING INSTRUMENTS AND PROCEDURES

RELATING THERETO

WHEREAS, article VII, section 18 of the Texas Constitu=-
tion, as amended, authorizes the Board of Regents (the
"Board") of The University of Texas System (the "System") to
issue bonds and notes not to exceed a total amount of 20% of
the cost value of investments and other assets of the
Permanent University Fund established by article VII,
section 11 of the Texas Constitution {(the "Permanent Univer-
sity Fund"), exclusive of real estate, at the time of
issuance thereof and to pledge all or any part of its
two=thirds interest in the Available University Fund con-
sisting of the dividends, interest and other income from the
Permanent University Fund (less administrative expenses)
including the income attributable to the surface of Perma-
nent University Fund land (the "Available University Fund")
to secure the payment of the principal and interest of those
bonds and notes, for the purpose of acquiring land, con-
structing and equipping buildings or other permanent im-
provements, major repair and rehabilitation of buildings and
other permanent improvements, acquiring capital egquipment
and library books and library materials, and refunding bonds
or notes issued under such section or prioer law, at or for
the System administration and compenent institutions of the
System; and

WHEREAS, the Board heretofore has authorized, issued,
and delivered, pursuant to such constitutional provision,
its Permanent University Fund Variable Rate Notes, Series A
dated October 15, 1985 (the "Refunded Notes"), which are now
outstanding in the aggregate principal amount of
$100, 000,000, and which, along with certain other outstand-
ing obligaticns of the Board, are secured by a pledge of the
Board's two-thirds interest in the Available University
Fund; and

WHEREAS, the Becard has determined to issue its obliga-
tions in the aggregate principal amount of $100,000,000 for
the purpose of refunding the Refunded Notes, pursuant to
article VII, section 18 of the Texas Constitution, Texas
Revised Civil Statutes Annotated articles 717k, 7179 and
other applicable laws; NOW, THEREFORE
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BE IT RESOLVED BY THE BOARD OF REGENTS OF THE UNIVER-
SITY OF TEXAS SYSTEM THAT:

ARTICLE I
DEFINITIONS, INTERPRETATION AND FINDINGS

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

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

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

"Available University Fund" means, as provided in
article VII, section 18 of the Texas Constitution, as
amended, all of the dividends, interest, and other income
from the Permanent University Fund (less administrative
expenses), including the net income attributable to the
surface of Permanent University Fund land.

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

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

"Defeased Bond" means any Bond the principal of and
interest on which is deemed to be paid, retired and neo
longer outstanding within the meaning of this Resolution,
pursuant te and in accordance with Section 6.02 hereof.

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

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

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

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

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

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

"Permanent University Fund" means the Permanent Univer=-
sity Fund as created, established, implemented, and adminis-
tered pursuant to sections 10, 11, 1lla, 15 and 18 of article
VII of the Texas Constitution, as amended, and by other
applicable present and future constitutional and statutory
provisions.

"Principal and Interest Requirements" means, with
respect to any fiscal year of the System, the amounts of
principal of and interest on all PUF Bonds scheduled to be
paid in such fiscal year from the Interest of the System in
the Available University Fund. If the rate of interest to
be borne by any Additional Bonds or Notes is not fixed, but
is variable or adjustable by any formula, agreement, or
otherwise, and therefore cannot be calculated as actually
being scheduled to be paid in a particular amount for any
particular period, then for the purposes of the previous
sentence such Additional Bonds or Notes shall be deemed to
bear interest at all times to their maturity or due date at
the lesser of (i) the maximum rate then permitted by law or
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(ii) the maximum rate specified in such Additional Bonds or
Notes.

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

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

"Refunded Notes" means the Board of Regents of The
University of Texas System Variable Rate Notes, Series A,
dated October 15, 1985 issued and outstanding in the aggre-
gate principal amount of $100, 000, 000.

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

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

"Resolution" means this resolution authorizing the
Bonds.

"Series 1985 Bonds" means the Board's Permanent Univer-
sity Fund Refunding Beonds, Series 1985, dated as of Octo-
ber 15, 1985, issued in the original aggregate principal
amount of $345,970,000.

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

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

The University of Texas at Arlington;

The University of Texas at Austin;

The University of Texas at Dallas;

The University of Texas at El Paso;

The University of Texas of the Permian Basin;
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The University of Texas at San Antonio;

The University of Texas at Tyler;

The University of Texas Health Science Center at
Dallas; K

The University of Texas Medical Branch at Galveston;

The University of Texas Health Science Center at
Houston;

The University of Texas Health Science Center at San
Antonio;

The University of Texas System Cancer Center;

The University of Texas Health Center at Tyler; and

The University of Texas Institute of Texan Cultures at
San Antonio,

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

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

Section 1.03. INTERPRETATION. Unless the context
requires otherwise, words of the singular number used in
this Resolution shall be construed to include correlative
words of the plural number and vice versa, and words of the
masculine gender shall be construed to include correlative
words of the feminine and neuter genders and vice versa.
References in this Rescolution to numbered Articles, Sections
or portions thereof shall refer to the respective Articles
and Sections of this Resolution, unless expressly specified
otherwise. The terms "hereof," "herein," "hereunder" and
similar terms shall refer to this Resoclution as a whole and
not to any particular provision of this Resolution. This
Resolution and all the terms and provisions hereof shall be
liberally construed to effectuate the provisions set forth
herein and to sustain the validity of this Resolution.
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Section 1.04. FINDINGS. The Board officially finds
and determines, for purposes of article VII, section 18 of
the Texas Constitution, as amended, that the cost value of
investments and other assets of the Permanent University
Fund (exclusive of real estate) is now in excess of
$ and that the amount of bonds and notes of
the Board outstanding and secured by a pledge of the Inter-
est of the System in the Available University Fund following
the issuance of the Bonds will not exceed a total amount of
20% of such cost value.

ARTICLE II
AUTHORIZATION AND TERMS OF THE BONDS

Section 2.01. AUTHORIZATION AND AUTHORIZED AMOUNT.
Pursuant teo authority conferred by and in accordance with
the provisions of the Constitution and laws of the State of
Texas, particularly article VII, section 18 of the Texas
Constitution and articles 717k and 717g, Texas Revised Civil
Statutes Annctated, all as amended, Bonds shall be and
hereby are authorized toc be issued in the aggregate princi-
pal amount of ONE HUNDRED MILLION DOLLARS ($100,000,000) for
the purpose of cbtaining funds to refund the Refunded Notes,
all in accordance with and subject to the terms, conditions
and limitations contained herein.

Sectien 2.02. DESIGNATION, FORM, NUMBERS, DATE AND
DENOMINATION CF THE BONDS. Each Bond shall be designated:
"BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM PERMA-
NENT UNIVERSITY FUND REFUNDING BOND, SERIES 1988." The
Bonds shall be issuable only in fully registered form
without coupons. Unless the Board shall direct otherwise,
the Bonds within each maturity of the Bonds shall be let-
tered and numbered separately from 1 upward prefixed by the
letter R and the last two digits of the year of maturity.
Each Bond shall be in an Authorized Denomination and shall
be dated April 1, 1988.

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

Maturity Date Principal Amount Interest Rate
(July 1)
1989 56,000,000 %
1990 N 6,000,000 %
1991 7,000,000 %
1992 7.000, 000 %
1993 8,000,000 %
1994 8,000,000 ”
1995 8,000,000 %
1996 8,000,000 o
1997 8,500,000 %
1998 8,500,000 o
1999 8,500,000 %
2000 8,500,000 %
2001 8,000,000 %

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

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

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

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

FORM OF BOND

NO. PRINCIPAL AMOUNT
UNITED STATES OF AMERICA $§
STATE OF TEXAS
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT UNIVERSITY FUND REFUNDING BOND
SERIES 1988

INTEREST RATE MATURITY DATE DATE OF QRIGINAL ISSUE CUSIP NO,

7o April 1, 1988

ON THE MATURITY DATE specified above the BCOARD OF
REGENTS OF THE UNIVERSITY OF TEXAS 'SYSTEM (the "Issuer"),
being an agency and political subdivision of the State of
Texas, hereby promises to pay to
or the registered assignee hereof (either being hereinafter
called the "registered owner") the principal amount of

and to pay interest thereon, calculated on
the basis of a 360-day year composed of twelve 30-day
months, from APRIL 1, 1988, to the maturity date specified
above, or the date of redemption prior to maturity, at the
interest rate per annum specified above; with interest being
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payable on JULY 1, 1988, and semiannually on each JANUARY 1
and JULY 1 thereafter, except that if the date of authen-
tication of this Bond 1is later than JUNE 15, 1988, such

principal amount shall bear interest from the interest

payment date next preceding the date of authentication,

unless such date of authentication is after any Record Date
(hereinafter defined) but on or before the next following
interest payment date, in which case such principal amount
shall bear interest from such next following interest

payment date.

THE PRINCIPAL OF AND INTEREST ON this Bond are payable
in lawful money of the United States of America, without
exchange or collection charges. The principal of this Bond
shall be paid te the registered owner hereof upon presenta-
tion and surrender of this Bond at maturity or upon the date
fixed for its redemption prior to maturity, at the principal
corporate trust office of

' , TEXAS, which
is the "Paying Agent/Registrar” for this Bond. The payment
of 1interest on this Bond shall be made by the Paying
Agent/Registrar to the registered owner hereof on each
interest payment date by check or draft, dated as cof such
‘interest payment date, drawn by the Paying Agent/Registrar
on, and payable solely from, funds of the Issuer required by
the resolution authorizing the issuance of the Bonds (the
"Bond Resolution") to be on deposit with the Paying
Agent/Registrar for such purpose as hereinafter provided;
and such check or draft shall be sent by the Paying
Agent/Registrar by United States mail, first-class postage
prepaid, on each such interest payment date, to the regis-
tered owner hereof, at the address of the registered owner,
as it appeared on the 15th day of the month next preceding
each such date (the "Record Date") on the Registration Books
kept by the Paying Agent/Registrar, as hereinafter de-
scribed. In addition, interest may be paid by such other
method acceptable to the Paying Agent/Registrar, requested
by, and at the risk and expense of, the registered owner
hereof. Any accrued interest due upon the redemption of
this Bond prior to maturity as provided herein shall be paid
to the registered owner at the principal corporate trust
office of the Paying Agent/Registrar upon presentation and
surrender of this Bond for redemption and payment at the
principal corporate trust office of the Paying Agent/
Registrar. The Issuer covenants with the registered owner
of this Bond that on or before each principal payment date,
interest payment date, and accrued interest payment date for
this Bond it will make available to the Paying Agent/
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Registrar, from the "Interest and Sinking Fund" maintained
under the Bond Resolution, the amounts required to provide
for the payment, in immediately available funds, c¢f all
principal of and interest on the Bonds, when due.

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

THIS BOND is one of an issue of Bonds initially dated
APRIL 1, 1988, authorized in the principal amount of
$100,000,000, FOR THE PURPOSE OF PROVIDING FUNDS TC REFUND
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM PERMANENT
UNIVERSITY FUND VARIABLE RATE NOTES, SERIES A, NOW OUT-
STANDING IN THE AGGREGATE PRINCIPAL AMOUNT OF $100,000,000.

ON JULY 1, 1998, or on any interest payment date
thereafter, the Bonds of this Series may be redeemed prior
to their scheduled maturities, at the option of the Issuer,
with funds derived from any available and lawful source, as
a whole or in part in any integral multiple of 55,000
principal amount, and if in part, the particular Bonds or
portions thereof to be redeemed shall be selected and
designated by the Issuer (provided that a portion of a Bond
may be redeemed only in an integral multiple of $5,000
principal amount), at a redemption price equal to the par or
principal amount thereof plus accrued interest to the date
fixed for redemption.

AT LEAST 30 days prior to the date fixed for any
redemption of Bonds or porticns thereof prior to maturity a
written notice of such redemption shall be published cnce in
a financial publication, journal, or report of general
circulation among securities dealers in the City of New
York, New York (including, but not limited to, The Bond
Buyer and The Wall Street Journal), or in the State of Texas
(including, but not limited to, The Texas Bond Reporter).
Such notice also shall be sent by the Paying Agent/Registrar
by United States mail, first-class postage prepaid, not less
than 30 days prior to the date fixed for any such redemp-
" tion, to the registered owner of each Bond to be redeemed at

-10-
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its address as it appeared on the 45th day prior to such
redemption date on the Registration Books kept by the Paying
Agent/Registrar; provided, however, that the failure to
send, mail, or receive such notice, or any defect therein or
in the sending or mailing thereof, shall not affect the
validity or effectiveness of the proceedings for the redemp-
tion of any Bond, and it is hereby specifically provided
that the publication of such notice as required above shall
be the only notice actually required in connection with or
as a prerequisite to the redemption of any Bonds or portions
thereof. By the date fixed for any such redemption, due
provision shall be made with the Paying Agent/Registrar for
the payment of the regquired redemption price for the Bonds
or portions thereof that are to be so redeemed, plus accrued
interest thereon to the date fixed for redemption. If such
written notice of redemption i1s published and if due pro-
vision for such payment is made, all as provided above, the
Bonds or portiocns thereof that are to be so redeemed thereby
automatically shall be treated as redeemed prior te their
scheduled maturities, and they shall not bear interest after
the date fixed for redemption, and they shall not be regard-
ed as being outstanding except for the right of the regis-
tered owner to receive from the Paying Agent/Registrar the
redemption price plus accrued interest, out of the funds
provided for such payment. If a portion of any Bond shall
be redeemed, a substitute Bond or Bonds having the same
maturity date, bearing interest at the same rate, in any
denomination or denominaticns in any integral multiple of
$5,000 principal amount, at the written regquest of the
registered owner, and in aggregate principal amount equal to
the unredeemed portion thereof, will be issued to the
registered owner upon the surrender thereof for cancella-
tion, at the expense of the Issuer, all as provided in the
Bond Resolution.

THIS BOND OR ANY PORTION HEREOF IN ANY INTEGRAL MULTI-
PLE OF 55,000 principal amount may be assigned and shall be
transferred only in the Registration Books of the Issuer
kept by the Paying Agent/Registrar atting in the capacity of
registrar for the Bonds, upon the terms and conditions set
forth in the Bond Resolution. Among other requirements for
such assignment and transfer, this Bond must be presented
and surrendered to the Paying Agent/Registrar, together with
proper instruments of assignment, in form and with guarantee
of signatures satisfactory to the Paying Agent/Registrar,
evidencing assignment of this Bond or any portion hereof in
any integral multiple of $5,000 principal amount to the
assignee or assignees in whose name or names this Bond or
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any such porticn hereof is to be transferred and registered.
The form of Assignment printed or endeorsed on this Bond
shall be executed by the registered owner or its duly
authorized attorney or representative, to evidence the
assignment hereof. A new Bond or Bonds pavable to such
assignee or assignees (which then will be the new registered
owner or owners ©of such new Bond or Bonds), or te the
previous registered owner in the case of the assignment and
transfer of only a portion of this Bond, may be delivered by
the Paying Agent/Registrar in conversion of and exchange for
this Bond, all in the form and manner as provided in the
next paragraph hereof for the conversion and exchange of
other Bonds. The Issuer shall pay the Paying
Agent/Registrar's fees and charges, if any, for making such
transfer, but the one requesting such transfer shall pay any
taxes or other governmental charges required to be paid with
respect thereto. The registered owner of this Bond shall be
deemed and treated by the Issuer and the Paying
Agent/Registrar as the abse¢lute owner hereof for all pur-
poses, 1including payment and discharge of liability upon
this Bond to the extent of such payment, and the Issuer and
the Paying Agent/Registrar shall not be affected by any
notice to the contrary.

ALL BONDS OF THIS SERIES are issuable solely as fully
registered bonds, without interest coupons, in the denomina-
tion of $5,000 principal amount or any integral multiple
thereof. As provided in the Bond Resoclution, this Bond, or
any unredeemed portion herecf, may, at the request of the
registered owner or the assignee or assignees hereocf, be
converted into and exchanged for a like aggregate principal
amount of fully registered bonds, without interest coupons,
payable to the appropriate registered owner, assignee, or
assignees, as the case may be, having the same maturity
date, and bearing interest at the same rate, in any de-
nominaticon or dencminatiens in any integral multiple of
55,000 principal amount as reguested in writing by the
appropriate registered owner or assignee, as the case may
be, upoen surrender of this Berd to the Paying
Agent/Registrar for cancellation, all in accordance with the
form and procedures set forth in the Bond Resolution. The
Issuer shall pay the Paying Agent/Registrar's standard or
customary fees and charges for transferring, converting, and
exchanging any Bond or any portion thereof, but the one
reguesting such transfer, conversion, and exchange shall pay
any taxes or governmental charges required to be paid with
respect thereto as a condition precedent to the exercise of
such privilege of conversion and exchange.
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THE PAYING AGENT/REGISTRAR shall not be required to
make any transfer of registration of this Bond or any
portion hereof, or any conversion and exchange hereof
(i) during the period commencing with the close of business
on any Record Date and ending with the opening of business
on the next following principal or interest payment date,
or, (ii) with respect to any Bond or portion thereof called
for redemption prior to maturity, within 45 days prior to
its redemption date.

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

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

THE ISSUER heretofore has issued its $345,970,000
Permanent University Fund Refunding Bonds, Series 1985,
which also are secured by a first lien on and pledge of the
aforesaid interest of The University of Texas System in the
Available University Fund, and are on a parity with and of
equal dignity in all respects with the Bonds. The Issuer
has reserved the right, subject to the restrictions referred
to in the Bond Resolution, (i) to issue Additional Parity
Bonds and Notes that alsc may be secured by and made payable
from a first lien on and pledge of the aforesaid interest of
The University of Texas System in the Available University
Fund, in the same manner and to the same extent as this Bond
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and other obligations of the Board on a parity therewith,

and (ii) to amend the Bond Resclution with the approval of
the owners of 51% in principal amount of all outstanding

bonds and notes that are secured by and payable from a first
lien on and pledge of the aforesaid interest of The Univer-
sity of Texas System in the Available University Fund.

THE REGISTERED OWNER hereof shall never have the right
to demand payment of this Bond or the interest hereon out of
any funds raised or to be raised by taxation or from any
scurce whatsoever other than specified in the Bond Resolu-
tion.

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

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

(facsimile signature) {facsimile signature)
Executive Secretary, Board of Chairman, Board of Regents
Regents of The University of of The University of Texas
Texas System System

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

"PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

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

., TEXAS
Paying Agent/Registrar

Dated

Authorized Signature

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

ASSIGNMENT
FOR VALUE RECEIVED, the undersigned registered owner of

this Bond, or duly authorized representative or attorney
thereof, hereby assigns this Bond to

. 7
(Assignee's Social (print or typewrite Assignee's name
Security or Taxpayer and address, including zip ceode)

Identification Number)

and hereby irrevocably constitutes and appoints

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

Date:
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Signature Guaranteed:

NOTICE: This signature must be Registered Owner
guaranteed by a member of the NOTICE: This signature
New York Stock Exchange or a must correspond with the
commercial bank or trust name of the Registered
company. Owner appearing con the

face of this Bond.

(d) The approving legal opinion of the Issuer's Bond
Counsel and the assigned CUSIP numbers may, at the option of
the Issuer, be printed on the Initial Bond or on any Bond
issued and delivered in conversiecn of and exchange or
replacement of any Bond, but neither shall have any legal
effect, and shall be solely for the c¢onvenience and informa-
tion of the registered owners ¢f the Bond.

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

Section 2.08. AUTHENTICATION AND DELIVERY OF BONDS.
The Chairman of the Board is hereby authorized to have
control of the initial Bonds issued hereunder and all neces-
sary records and proceedings pertaining to the initial Bonds
pending their delivery and investigation, examination, and
approval by the Attorney General of the State of Texas, and
their registration by the Comptroller of Public Accounts of
the State of Texas. Upon registration of the initial Bonds
said Comptroller of Public Accounts (or a deputy designated
in writing to act for said Comptroller) shall manually sign
the Comptroller's Registration Certificate on the initial
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Bonds, and the seal of said Comptroller shall be impressed,
or placed in facsimile, on the initial Bonds.

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

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

The Registrar shall authenticate any Bonds issued in
exchange, substituticon or replacement of other Bonds by
executing the certificate o¢f authentication appearing
thereon, upon satisfaction of the conditions set forth in
Section 2.09 hereof.

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

The Registrar shall obtain and record in the Registra-
tion Books the address of the registered owner of each Bond

to which payments with respect to the Bonds shall be mailed,
as herein provided. It shall be the duty, however, of each

-17-

B of R = 22



registered owner to notify the Registrar in writing of the
address to which payments shall be mailed, and such interest
payments shall not be mailed unless such notice has been
given. The Board shall have the right to inspect the
Registration Books during regular business hours of the
Registrar, but otherwise the Registrar shall keep the
Registration . Books confidential and, unless otherwise
required by law, shall not permit their inspection by any
other entity.

(b} Registration of each Bond may be transferred in
the Registration Books only upon presentation and surrender
of such Bond to the Registrar for transfer of registration
and cancellation, together with proper written instruments
of assignment, in form and with guarantee of signatures
satisfactory to the Registrar, evidencing (i) the assignment
of the Bond, or any portion thereof in any Authorized
Denomination, to the assignee therecf, and (ii) the right of
such assignee to have the Bond or any such portion thereof
registered in the name of such assignee, A form of assign-
ment shall be printed or endorsed on each Bond, which shall
be executed by the registered owner or its duly authorized
attorney or representative to evidence an assignment there=-
of. Upon the assignment and surrender of any Bond or
portion hereof for transfer of registration, an authorized
representative of the Registrar shall make such transfer in
the Registration Books, and shall deliver a new, fully
registered substitute Bond having the characteristics herein
described, payable to such assignee (which then will be the
registered owner of such new Bond), or to the previous
registered owner in case e¢nly a pertion of a Bond is being
assigned and transferred, all in conversion of and exchange
for said assigned Bond or any pertion thereof. Each Bond
issued and delivered in conversion of and exchange for any
other Bond shall be in an Authorized Denomination, shall
have all the characteristics and shall be in the form
prescribed in the FORM OF BOND set forth in this Resolution,
and shall have the same principal maturity date and bear
interest at the same rate as the Bond for which it is
exchanged. The Board shall pay the Registrar's fees and
charges, if any, for making such transfer and delivery of a
substitute Bond, but the one requesting such transfer shall
pay any taxes or other governmental charges required to be
paid with respect thereto. The Registrar shall not be
required to make transfers of registration of any Bond or
any portion thereof (i) during the period commencing with
the close of business on any Record Date and ending with the
opening of business on the next following principal or
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interest payment date, or, (ii) with respect to any Bond or
any portion thereof called for redemption prior teo maturity,
within 45 days prior to its redemption date.

(¢) Each Bond issued and delivered pursuant to this
Resclution, to the extent of the unpaid or unredeemed
principal balance thereof, may, upon surrender of such Bond
at the principal corporate trust office of the Registrar,
together with a written request therefor duly executed by
the registered owner or its assignee, or its duly authorized
attorney or representative, with guarantee of signatures
satisfactory to the Registrar, may, at the option of the
registered owner or such assighee, as appropriate, be
converted inte and exchanged for fully registered bonds,
without interest coupons, in the form prescribed in the FCRM
CF BOND set forth in this Resolution, in any Authorized
Denomination as requested in writing by such registered
owner or such assignee, in an aggregate principal amount
equal to the unpaid or unredeemed principal balance of any
Bond so surrendered, and payable to the appropriate regis-
tered owner or assignee, as the case may be. If a portion
cf any Bond shall be redeemed prior toc its scheduled maturi-
ty as provided herein, a substitute Bond or Bonds having the
same maturity date, bearing interest at the same rate, in
any Autheorized Denomination requested by the registered
owner, and in aggregate principal amount equal to the
unredeemed portion thereof, will be issued to the registered
ownier upon surrender thereof for cancellation. If any Bond
or portion thereof is assigned and transferred or converted,
each Bond issued in exchange therefor shall have the same
principal maturity date and bear interest at the same rate
as the Bond for which it is being exchanged. The Board
shall pay the Registrar's fees and charges, if any, for
transferring, converting and exchanging any Bond or any
portion thereof, but the cne requesting any such transfer,
conversion, and exchange shall pav any taxes or governmental
charges required to be paid with respect thereto as a
condition precedent to the exercise of such privilege of
conversion and exchange. The Registrar shall not be
required to make any such conversion and and exchange or
replacement of Bonds or any portion therecf (i) during the
pericd commencing with the close of business on any Record
Date and ending with the opening of business on the next
following principal or interest payment date, or, (ii) with
respect to any Bond or portion thereof called for redemption
prior to maturity, within 45 days prior to its redemption
date.
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(d) In the event any outstanding Bond is damaged,
mutilated, lost, stolen, or destroyed, the Registrar shall
cause to be printed, executed, and delivered a new bond of
the same principal amount, maturity, and interest rate, as
the damaged, mutilated, lost, stolen, or destroyed Bond, in
replacement for such Bond in the manner hereinafter provid-
ed.

Application for replacement o¢f damaged, mutilated,
lost, stelen, or destroved Bonds shall be made te the
Registrar. In every case of loss, theft, or destruction of
a Bond, the applicant for a replacement bond shall furnish
to the Board and to the Registrar such security or indemnity
as may be reguired by them to save each of them harmless
from any loss or damage with respect thereto. Alsc, 1in
every case of loss, theft, or destruction of a Bond, the
applicant shall furnish to the Board and to the Registrar
evidence to their satisfaction of the loss, theft, or
destruction ¢f such Bend, as the case may be. In every case
of damage or mutilaticon of a Bond, the applicant shall
surrender to the Registrar for cancellation the Bond so
damaged or mutilated.

Notwithstanding the foregoing provisions of this
Section, in the event any such Bond shall have matured, and
no default has occurred which is then continuing in the
payment of the principal of, redemption premium, if any, or
interest on the Bond, the Board may authorize the payment of
the same (without surrender thereof except in the case of a
damaged or mutilated Bond) instead of issuing a replacement
Bond, provided security or indemnity is furnished as above
provided in this subsection.

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

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

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

Section 2.11. TEMPORARY BONDS. Pending the prepara-
tion of definitive Bonds, the Board may execute and, upon
the Board's regquest, the Paying Agent/Registrar shall
authenticate and deliver, one or more temporary Bonds that
are printed, lithographed, typewritten, mimeographed or
otherwise produced, in any Authorized Denomination, substan-
tially of the tenor of the definitive Bonds in lieu of which
they are delivered, without coupons, with provision for
registration and with such appropriate insertions,
omissions, substitutions and other wvariations as the au-
thorized officers of the Board executing such temporary
Bonds may determine, as evidenced by their signing of such
temporary Bonds.
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Until exchanged for Bonds in definitive form, such
Bonds in temporary form shall be entitled to the benefit and
security of this Resolution. The Beoard, without unreason-
able delay, shall prepare, execute and deliver to the Paying
Agent/Registrar, and thereupon, upon the presentation and
surrender of the Bonds in temporary form to the Paying
Agent/Registrar, the Paying Agent/Registrar shall authenti-
cate and deliver in exchange therefor Bonds of the same
maturity, in definitive form, in Authorized Denominations,
and in the same aggregate principal amount, as the Bonds in
temporary form surrendered. Such exchange shall be made
without the making of any charge therefor to any holder of
Bonds.

Section 2.12. OWNERSHIP OF BONDS. The entity in whose
name any Bond shall be registered in the Registration Books
at any time shall be deemed and treated as the absolute
owner thereof for all purposes of this Resolution, whether
or net such Bond shall be overdue, and the Board, the Paving
Agent and the Registrar shall nct be affected by any notice
to the contrary. Payment of, or on account of, the princi-
pal of, premium, if any, and interest on any such Bond shall
be made only to such registered owner. All such payments
shall be valid and effectual to satisfy and discharge the
liability upon such Bond to the extent ¢of the sums so paid.

Section 2.13. PAYING AGENT AND REGISTRAR; FPAYING AGENT

AGREEMENT. The appointment of .
, Texas, as Paying Agent for the

purpose of making the payments of principal of and interest
on the Bonds, and as Registrar to keep the Registraticn
Books and make transfers, exchanges and replacements of
Bonds hereunder on behalf of the Board, is confirmed and
ratified hereby. Pursuant to Article 717k-6, Texas Revised
Civil Statutes Annotated, as amended, and particularly
Section 6 thereof, the duty of ccenversion and exchange or
replacement of Bonds as set forth in Section 2.09 hereof
hereby is imposed upon the Registrar. The Paying
Agent/Registrar shall perform such duties as are required of
the Paying Agent and Registrar hereunder and vunder the
Paying Agent Agreement. The Chairman of the Board, the
Executive Secretary of the Board, the Executive Vice Chan-
cellor for Asset Management of the System or the Manager of
Special Investments and Financing hereby are authorized to
execute and deliver on behalf of the Board the Payling Adgent
Agreement, in substantially the form and substance submitted
at this meeting.
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The Board hereby covenants with the registered owners
of the Bonds that it will (i) pay the feses and charges, if
any, of the Paying Agent/Registrar for its services with
respect to the payment of the principal of and interest on
the Bonds, when due, and (ii) pay the fees and charges, if
any, of the Paying Agent/Registrar for services with respect
to the transfer of registration of Bonds, and with respect
to the conversion and exchange of Bonds, but solely to the
extent provided in this Resclution.

Section 2.14. SUBSTITUTE PAYING AGENT/REGISTRAR. The
Board covenants with the registered owners of the Bonds that
at all times while the Bonds are outstanding the Board will
provide a competent and legally qualified bank, *trust
company, financial institution, or other agency to act as
and perform the services of Paying Agent and Registrar for
the Bonds under this Resolution, and that the Paying Agent
and Registrar will be one entity. The Board reserves the
right to, and may, at its option, change the Paying Agent/
Registrar upon net less than 120 days written notice to the
Paying Agent/Registrar, to be effective not later than &0
days prior to the next principal or interest payment date
after such notice. In the event that the entity at any time
acting as Paying Agent/Registrar (or its successor by
merger, acguisition, or other method) should resign or
otherwise cease to act as such, the Becard covenants that
promptly it will appoint a competent and legally gualified
bank, trust company, financial institution, or other agency
to act as Paying Agent/Registrar under this Resclution.
Upoen any change in the Paying Agent/Registrar, the previous
Paying Agent/Registrar promptly shall transfer and deliver
the Registration Books (or a copy therecf), along with all
other pertinent books and records relating to the Bonds, to
the new Paying Agent/Registrar designated and appointed by
the Board. Upon any change in the Paying Agent/Registrar,
the Beoard promptly will cause a written notice thereof to be
sent by the new Paying Agent/Registrar te each registered
owner of the Bonds, by United States mail, first-class
postage prepaid, which notice also shall give the address of
the new Paying Agent/Registrar. By accepting the position
and performing as such, each Paying Agent/Registrar shall be
deemed to have agreed to the provisions of this Resolution,
and a certified copy of this Resolution shall be delivered
to each Paying Agent/Registrar.
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ARTICLE III

SECURITY AND SQURCE OF PAYMENT FOR THE BONDS;
ADDITIONAL PARITY BONDS AND NOTES

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

Section 3.02. PAYMENT OF BONDS AND ADDITICNAL PARITY
BONDS AND NOTES. (a) The Comptroller of Public Accounts of
the State of Texas previously has established and shall
maintain in the State Treasury a fund to be known as "Board
of Regents of The University of Texas System Permanent
University Fund Bonds Interest and Sinking Fund." The Board
and the officers of The University of Texas System shall
cause the Comptroller of Public Accounts of the State of
Texas, in addition to taking the acticns required by the
Series 1985 Resolution to pay the Series 1985 Bonds, (i) to
transfer to the Interest and Sinking Fund, out of The
University of Texas System Available University Fund (the
fund in the State Treasury to which is deposited the Inter-
est ¢of the System in the Available University Fund), on or
before each date upon which principal of or interest on the
Bonds and the Additional Parity Bonds and Notes, when
issued, is due and payable, and whether by reason of maturi-
ty or opticnal or mandatory redemption prior to maturity,
and (ii) to withdraw from the Interest and Sinking Fund, and
deposit with the Paying Agent/Registrar on or before each
such date, the amounts of interest or principal and interest
which will come due on the Bonds and Additional Parity Bonds
and Notes on each such date, and in such manner that such
amounts, in immediately available funds, will be on deposit
with the Paying Agent/Registrar at least by each such date.

(b) When Additional Parity Bonds or Notes are issued
pursuant to the provisions of this Resolution or the Series
1985 Resolution, the Board, the officers of the System and
the Comptroller of Publi¢ Accounts shall follow substantial-
ly the same procedures as provided above in connection with
paying the principal of and interest on such Additional
Parity Bonds or Notes when due; provided, however, that
other and different banks or places of payment (paying
agents) and/or Paying Agent/Registrars and dates and methods
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of payment and other procedures not in conflict with this
Resolution may be named and provided for in connection with
each issue of Additional Parity Bonds or Notes. In the

event that any such Additional Parity Bonds or Notes are

made or redeemable prior to maturity, the resolution or

resolutions authorizing the issuance of such Additional

Parity Bonds or Notes shall prescribe the appropriate

procedures for redeeming same.

Section 3.03. DISPOSITION OF FUNDS. After provision
has Dbeen made for the payment of the principal of and
interest on the Series 1985 Bonds, the Bonds and any Addi-
tional Parity Bonds and Notes, when issued, the balance of
the Interest of the System in the Available University Fund
each year shall be made available to the Board in the manner
provided by law and by regqulations of the Board to be used
by the Board as it lawfully may direct.

Section 3.04. ADDITIONAL PARITY BONDS AND NOTES. The
Board reserves the right and shall have full power at any
time and from time to time, to authorize, issue, and deliver
Additional Parity Bonds and/or Additional Parity Notes, in
as many separate installments or series as deemed advisable
by the Board but only for the purposes and to the extent
provided in section 18, article VII, of the Texas Constitu-
tion, as amended, or in any amendment hereafter made to said
section 18, article VII, of the Texas Constitution, or for
refunding purposes as provided by law. Such Additicnal
Parity Bonds and Notes, when issued, and the interest
thereon, shall be egqually and ratably secured by and payable
from a first lien on and pledge of the Interest of the
System in the Available University Fund, in the same manner
and to the same extent as are the Series 1985 Bonds and the
Bonds issued pursuant to this Resolution, and the Bonds and
the Additional Parity Bonds and Notes, when issued, and the
interest thereon, shall be on a parity and in all respects
of equal dignity with each other and with the Series 1985
Bonds. It is further covenanted that no installment or
series of Additional Parity Bonds or Notes shall be issued
and delivered unless the Executive Vice Chancellor for Asset
Management of the System, or some other officer of the
System designated by the Board executes:

(a) a certificate to the effect that for the
fiscal year immediately preceding the date of said
certificate the amount of the Interest of the System in
the Available University Fund was at least 1-1/2 times
the average annual Principal and Interest Regquirements
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of the installment or series of Additional Parity Bonds
or Notes then proposed to be issued and all then
outstanding PUF Bonds that will be outstanding after
the issuance and delivery of said proposed installment
or series; and

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

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

University Fund.
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ARTICLE IV
COVENANTS OF THE BCOARD

Section 4.01. GENERAL COVENANTS OF THE BOARD. The
Board covenants and agrees, in addition to the other cove-
nants of the Board hereunder, as follows:

(a) That while any PUF Bonds are outstanding and
unpaid the Becard will maintain and invest and keep invested
the Permanent University Fund in a prudent manner and as
required by law.

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

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

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

Section 4.02. NO ARBITRAGE. The Board covenants to
and with the registered owners of the Bonds that it will
make no use of the proceeds of the Bonds at any time
throughout the term of this issue of Bonds that, if such use
had been reasonably expected on the date of delivery of the
Bonds to and payment for the Bonds by the purchasers, would
cause the Bonds to be arbitrage bonds within the meaning of
Section 148 of the Internal Revenue Code of 1986, as amend-
ed, or any regulations or rulings pertaining thereto; and by
this covenant the Board is obligated to comply with the
requirements of the aforesaid Secticon 148 and all applicable
and pertinent Department of the Treasury regulations relat-
ing to arbitrage bonds. The Board further covenants that
the proceeds of the Bonds will not otherwise be used direct-
ly or indirectly, nor will the Board take any other action,
so as to cause all or any part of the Bonds to be or become
arbitrage bonds within the meaning of the aforesaid Sec-
tion 148, or any regulations or rulings pertaining thereto.

ARTICLE V
REMEDIES

Section 5.01. REMEDIES. Any oWwner or heolder of any of
the Bonds or Additional Parity Bonds or Notes, when issued,
in the event of default in connection with any covenant
contained herein, or default in the payment of said cbliga-
tions, or of any interest due thereon, shall have the right
to institute mandamus proceedings against the Beard or any
other necessary or appropriate party for the purpose of
enforcing payment from the moneys herein pledged or for
enforcing any covenant herein contained.

-28-

B of R - 33



ARTICLE VI
MISCELLANEQUS PROVISIONS

Section 6.01. INDIVIDUALS NOT LIABLE. All covenants,
stipulations, obligations, and agreements of the Board
contained in this Resolution shall be deemed to be cove=-
nants, stipulations, cbligations, 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 Bonds or
Additional Parity Bonds or Notes when issued, or be subject
to any personal liability or accountability by reason of the
issuance thereof.

Section 6.02. DEFEASANCE OF BONDS. (a) Any Bond and
the interest thereon shall be deemed to be paid, retired,
and no longer outstanding within the meaning of this Resolu-
tion, except to the extent provided in subsection (d) of
this Section, when the payment of all principal and interest
payable with respect to such Bond to the due date or dates
thereof (whether such due date or dates be by reason of
maturity, upon redemption, or otherwise) either (i) shall
have been made or caused to be made in accordance with the
terms thereof (including the giving of any regquired notice
of redemption), or (ii) shall have been provided for on or
before such due date by irrevocably depesiting with or
making available to the Paying Agent/Registrar for such
payment (1) lawful money of the United States of America
sufficient to make such payment or (2) Government Obliga-
tions that mature as to principal and interest in such
amounts and at such times as will insure the availability,
without reinvestment, of sufficient money to provide for
such payment or (3) any combination of (1) and (2) above,
and when proper arrangements have been made by the Board
with the Paying Agent/Registrar for the payment of its
services until after all Defeased Bonds shall have become
due and payable. At such time as a Bond shall be deemed to
be a Defeased Bond hereunder, as aforesaid, such Bond and
the interest thereon shall no longer be secured by, pavable
from, or entitled to the benefits of, the Interest of the
System in the Available University Fund, and such principal
and interest shall be payable solely from such money or
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Government Obligations, and shall not be regarded as out=
standing for the purposes of Section 3.04 herecof or any
other purpose.

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

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

Section 6.03. AMENDMENT QF RESCLUTICON. (a) The owners

of PUF Bonds aggregating 51% in principal amount of the
aggregate principal amount of then-outstanding PUF Bonds
shall have the right from time to time tec approve any
amendment to any resolution authorizing the issuance of PUF
Bonds that may be deemed necessary or desirable by the
Board; provided, however, that nothing herein contained
shall permit or be construed teo permit, witheut the approval
of the owners of all of the ocutstanding PUF Bonds, the
amendment of the terms and conditions in said resolutions or
in any PUF Bond so as to:

{1) Make any change in the maturity of the outstanding
PUF Bonds;

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

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

(4) Modify the terms of payment of principal of or
interest on the outstanding PUF Bonds, or impose
any conditions with respect to such payment;
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(5) Affect the rights of the owners of less than all
of the PUF Bonds then outstanding;

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

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

(c) Whenever at any time not less than thirty days,
and within one year, from the date of the first publication
of said notice or other service of written notice of the
proposed amendment the Board shall receive an instrument or
instruments executed by the owners of at least 51% in
aggregate principal amount ¢f all PUF Bonds then outstand-
ing, 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 resoluticn in
substantially the same form.

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

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

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

Section 6.04. SALE OF BONDS. The Bonds are hereby
sold and shall be delivered to

4
as the initial purchasers thereof for cash for the par value
thereof and accrued interest thereon to the date of deliv-
ery, plus a premium of § . It is officially
found, determined and declared hereby that the Bonds have
been scld at public sale to the bidder offering the lowest
interest cost, after receiving sealed bids pursuant to an
Official Notice of Sale and 0fficial Bid Form and an Offi-
clal Statement dated , prepared and distributed
by the Board in connection with the sale of the Bonds. Such
Official Notice of Sale and 0Official Bid Form and the
Official Statement, and any addenda, supplements or amend-
ments thereto have been and are approved by the Board
hereby, and their use in the reoffering of the initial Bonds
or any portion thereof or any Bond issued in substitution
and exchange therefor is approved hereby., It further is
officially found, determined and declared that the state-
ments and representations contained in such Official State-
ment are true and correct in all material respects, to the
best knowledge and belief of the Board.

Section 6.05. REFUNDING OF REFUNDED BONDS. Concur-
rently with the delivery of the Bonds to the initial pur-
chaser therecf, the Board shall deposit with Morgan Guaranty
Trust Company of New York, New York, New York, as paying
agent and place of payment for the Refunded Notes, an amournt
from the proceeds from the sale of the Bonds and other funds
of the Board available for such purpose sufficient to pay in
full the principal of ané the interest accruing on all the
outstanding Refunded Notes to the date of their redemption,

-32-

B of R - 37



which shall be no later than the scheduled interest payment
date next succeeding the issuance and delivery of the Bonds
to the initial purchaser thereof, in accordance with
section 7A of article 717k, Texas Revised Civil Statutes
Annctated, as amended, and the applicable sections of arti-
cle 717q, Texas Revised Civil Statutes Annotated, as
amended. The Board hereby authorizes and directs the
Chairman of the Board, the Executive Secretary of the Board,
the Executive Vice Chancellor for Asset Management or the
Manager of Special Investments and Financing of the System,
for and on behalf of the Board, to sign, seal and otherwise
execute and deliver such notices, instructions,
certificates, instruments and other documents as may be
necessary or convenient to accomplish the refunding of the
Refunded Notes as set forth herein and in accordance with
their terms. It is hereby found and determined that the
refunéding of the Refunded Notes is advisable and necessary
in order to restructure the debt service regquirements and
procedures of the Board so as to fix the borrowing costs of
the Board for financing the facilities financed through the
issuance of the Refunded Notes for the long term at
favorable rates.

Section 6.06. FURTHER PROCEDURES. The Chairman of the
Board, the Executive Secretary of the Board, the Executive
Vice Chancellor for Asset Management and the Manager of
Special Investments and Financing of the System, and all
other officers, employees, and agents of the Board, and each
of them, shall be and they are hereby expressly authorized,
empowered, and directed from time to time and at any time to
do and perform all such acts and things and to eXxecute,
acknowledge, and deliver in the name and under the seal and
on behalf of the Board all such instruments, whether or not
herein mentioned, as may be necessary or desirable in order
to carry out the terms and provisions of this Resolution,
the Bonds, the Official Statement for the Bonds and the
Paying Agent Agreement. In case any officer whose signature
appears on any Bond shall cease t6 be such officer before
the delivery of such Bond, such signature shall nevertheless
be valid and sufficient for all purposes the same as if he
or she had remained in office until such delivery.
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H.

I.

RECESS FOR MEETINGS OF THE STANDING COMMITTEES AND
COMMITTEE REPORTS TO THE BOARD

The Standing Committees of the Board of Regents of The
University of Texas System will meet as set forth below

to consider recommendations on those matters on the agenda
for each Committee listed in the Material Supporting the
Agenda. At the conclusion of each Standing Committee
meeting, the report of that Committee will be formally
presented to the Board for consideration and action.

Executive Committee: Chairman Blanton
Vice-Chairman Ratliff, Vice-Chairman Roden
MSA Page Ex.C - 1

Finance and Audit Committee: Chairman Roden
Regent Barshop, Regent Beecherl
MSA Page F&A - 1

Academic Affairs Committee: Chairman Baldwin
Regent Beecherl, Regent Moncrief
MSA Page AAC - 1

Health Affairs Committee: Chairman Yzaguirre
Regent Barshop, Regent Blanton, Regent Moncrief
MSA Page HAC - 1

Buildings and Grounds Committee: Chairman Hay
Regent Baldwin, Regent Ratliff, Regent Yzaguirre
MSA Page B&G - 1

Land and Investment Committee: Chairman Ratliff
Regent Barshop, Regent Hay, Regent Roden
MSA Page L&I - 1

RECONVENE AS COMMITTEE OF THE WHOLE

ITEMS FOR THE RECORD

U. T. Austin: Approval of Patent License Agreement
with Nova Automation Corporation, Austin, Texas.--

On December 3, 1987, the U. T. Board of Regents
approved a Patent License Agreement by and between
the U. T. Board of Regents, for and on behalf of
U. T. Austin, and Nova Automation Corporation of
Austin, Texas, contingent upon the execution by
February 1, 1988, of a shareholder's agreement
between the Nova Automation Corporation and the

U. T. Board of Regents.

An Interim Shareholder's Agreement was executed on
February 1, 1988, to be effective until March 31, 1988,
and subsequently, a shareholder's agreement to

replace the interim agreement was executed prior

to March 31, 1988, with an effective date of Febru-
ary 1, 1988. Thus, the contingency related to the
Regental approval of this agreement has been satis-
fied.
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U. T. Austin: Acceptance of Membership to the Longhorn
Associlates for Excellence 1n Women's Athletics Advisory
Council.--

At the December 1987 U. T. Board of Regents' meeting, the
following were approved for membership on the U. T. Austin
Longhorn Associates for Excellence in Women's Athletics
Advisory Council. Their acceptances of membership are
herewith reported for the record.

Term Expires

Mr. Tom Adams, San Antonio 1989
Mrs. Sidsel T. Alpert, Dallas 1990
Mrs. Barbara Anderson, Houston 1990
Mr. Jeffries D. Anderson, Houston 1990
Mrs. Louise Appleman, Fort Worth 1990
Mr. Rex G. Baker, Jr., Houston 1890
Ms. Linda S. Ball, Austin 1988
Mrs. Anne M. Ballantyne, San Antonio 1990
Mrs. Ann Barshop, San Antonio 1988
Mrs. Marilyn Clark Baysek, Dallas 1988
Mrs. Mary Adele Beasley, Austin 1990
Mr. Lewls E. Brazelton III, Houston 1990
Mrs. Kathy Brooks, Dallas 1989
Mrs. Marilou Brown, Austin 1989
Ms. Betsy Builta, Austin 1988
Ms. Bobbie J. Caviness, Austin 1989
Mr. Bryan P. Dixon, Fort Worth 1990
Ms. Elizabeth B. Granger, Austin 1990
Mrs. Kathryn B. Head, Dallas 1990
Mr. Stephen S$. Head, Dallas 1990
Mrs. Nancy R. Inman, Austin 1990
Mrs. Vesta Marbut, San Antonio 1990
Mrs. Karen A. McCleskey, Dallas 1988
Mr. Randall C. McCleskey, Dallas 1989
Mr. John R. Morris, Fort worth 1988
Mr. Wade T. Nowlin, Fort Worth 1990
Mr. Forrest Preece, Jr., Austin 1990
Mr. John B. Selman, Austin 1989
Mrs. Debra L. Shtofman, Dallas 1990
Ms. Tobi Taub, Arlington 1990
Mrs. Mary Teeple, Austin 1990
Mrs. Patricia Thomas, Houston 19990
Mrs. Carolyn Townsend, Dallas 1989
Dr. Glenn Welsch (Ph.D.), Austin 1988
Ms. Teri Wenglein-Callender, Houston 1990
Ms. Anne Wynne, Austin 1988
Unfilled Term (to be determined as filled}

Unfilled Term (to be determined as filled)

Unfilled Term (to be determined as filled)

Unfilled Term (to be determined as filled)
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L.

M.

3. U. T. Health Center - Tyler: Acceptance of Member-

ship to Development Board.--

At the February 1988 U. T. Board of Regents' meeting,
the following were approved for membership to the
U. T. Health Center - Tyler Development Board and
their acceptances of membership are herewith reported

for the record:

Term EXpires

Mr. Frank M. Burke, Jr., Dallas 1990
Mr. Jack L. Phillips, Gladewater 1988

Mrs. Jack B. (Rose) Strong, Longview 1989

CONSIDERATION OF ACTION ON ANY ITEMS DISCUSSED IN THE
EXECUTIVE SESSION OF THE BOARD OF REGENTS PURSUANT TO
V.T.C.S., ARTICLE 6252-17, SECTIONS 2(e), (f) and (g)

1. Pending and/or Contemplated Litigation - Section 2(e)

U. T. Medical Branch - Galveston: Pro-
posed Settlement of Medical Liability
Litigation

2. Land Acquisition, Purchase, Exchange, Lease or Value
of Real Property and Negotiated Contracts for Pro-

spective Gifts or Donations - Section 2(f)

U, T. Cancer Center: Request to Nego-
tiate for Exchange of or for the Pur-
chase or Acquisition by Other Means of
Certain Parcels of Real Property in
Harris County, Texas

3. Personnel Matters [Section 2(g)] Relating to Appoint-

ment, Employment, Evaluation, Assignment, Duties,
Discipline, or Dismissal of Officers or Employees

a. U. T. Board of Regents: Consideration
of Amendments to the Regents' Rules and
Requlations, Part One, Chapter II,
Relating to the Assignment, Duties and
Responsibilities of Officers of System
Administration

b. U. T. System and U. T. Southwestern Medi-
cal Center - Dallas: Recommendation to
Waive Regents' Rules and Regulations,
Part One, Chapter III, Section 1.87, to
Appoint System Professor of Internal
Medicine and to Appoint a Special Consul-
tant to the Executive Vice Chancellor for
Health Affairs, Both Appointments to be
Effective April 14, 1988

REPORT OF BOARD FOR LEASE OF UNIVERSITY LANDS
REPORT OF SPECIAL COMMITTEES

OTHER MATTERS
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SCHEDULED MEETINGS AND EVENTS

Board of Regents' Meetings

Dates

June 9, 1988

August 11, 1988
October 7, 1988
December 1, 1988

Other Events

August 27, 1988

Commencement - 1988

Locations/Hosts

U. T. Austin
Austin (no host)
U. T. Arlington
Undetermined

Dedication Ceremony for
Addition to Dental
Branch Building

May 6 *U. T. Tyler
May 7 *J. T. Permian Basin
U. T. Nursing School - Galveston
May 13 U. T. Public Health School - Houston
. U. T. Nursing School - Houston
May 14 *U. T. El Paso
U. T. G.5.B.5. - Galveston
U. T. G.5.B.5. - Houston
U. T. Allied Health Sciences School - Houston
%7, T. Allied Health Sciences School -
San Antonio
May 15 *U. T. San Antonio
U. T. Nursing School - San Antonio
May 20 U. T. G.S.B.S. = San Antonio
May 21 *U., T. Arlington
A *U. T. Austin
*U. T. Dallas
*#U. T. Medical School - Galveston
May 28 U. T. Medical School - Houston
*U. T. Dental Branch - Houston
U. T. Medical School - San Antonio
U. T. Dental School - San Antonio
June 4 *J, T. Southwestern Medical School - Dallas
and U. T. Southwestern G.5.B.S5. - Dallas
August 5 U. T. Tyler
August 13 U. T. Allied Health Sciences School -
Galveston
August 14 U. T. Southwestern A.H.S.S. - Dallas
August 27 U. T. Dallas
December 4 *U. T. Austin
December 9 U. T. Tyler
December 16 U. T. E1 Paso
December 17 U. T. Arlington

*0fficial commencement for Regental attendance

OTHER BUSINESS

ADJOURNMENT
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Executive Committee



EXECUTIVE COMMITTEE
Committee Chairman Blanton

Date: April 14, 1988
Time: Following the 1:30 p.m. Session of the Board of Regents
Place: Caduceus Room, 6th Floor, Administration Building

U. T. Medical Branch - Galveston

Page
Ex.C

1. U. T. Arlington: Recommendation to Accept
Gifts to Establish the Moncrief - O'Donnell
Chair for the Automation and Robotics
Research Institute (ARRI) (Exec. Com. Let=-
ter 88-15)

2. U. T. Austin - Expansion of Physical Plant
Facilities, Phase I (Project No. 102-454):
Recommended Award of Contract for Furniture
and Furnishings to C. P. Snider Construc-
tion Company, Austin, Texas, and Request
for Authorization for the Chancellor to
Sign the Contract (Exec. Com. Letter 88-16) 2

3. U. T. E1 Paso - Institute for Advanced Manu-
facturing in E1 Paso (IAMEP): Request to
Redesignate as the Institute for Manufactur-
ing and Materials Management (IMMM) (Exec.
Com. Letter 88-16) 3

4. U. T. San Antonio: Recommendation to Name
the Flagpole Area at the U. T. Institute of
Texan Cultures - San Antonio (Regents! Rules
and Regulations, Part One, Chapter VIII,
Section 1, Subsection 1.2, Naming of Facili-
ties Other Than Buildings) (Exec. Com. Let-
ter 88-146) 4

5. U. T. Medical Branch - Galveston - Adminis-
tration Annex II Renovation (Project
No. 601-615): Recommended Award of Construc-
tion Contract to Lebco Constructors, Inc., _
Houston, Texas (ExXec. Com. Letter 88-14) 5

6. U. T. Medical Branch - Galveston - New Park-
ing Structures (Project No. 601-670): Recom=-
mended Award of Construction Contract to
Manhattan Construction Company, Houston,
Texas (Exec. Com. Letter 88-17) 9

Ex.C = 1



1. U. T. Arlington: Recommendation to Accept Gifts to
Establish the Moncrief - O'Donnell Chalr for the
Automation and Robotics Research Institute (ARRI)
(Exec. Com. Letter 88-15).-~-

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President Nedderman and the Office of the Chancellor that the
U. T. Board of Regents accept a $250,000 gift from Mr. W. A.
"Tex" Moncrief, Jr., Fort Worth, Texas, and a $250,000 gift
from the 0'Donnell Foundation, Dallas, Texas, for a total of
$500,000 to establish the Moncrief - O'Donnell Chair for the
Automation and Robotics Research Institute (ARRI) at U. T.
Arlington.

Income earned from the endowment will be used to support a
chair in the area of artificial intelligence.

BACKGROUND INFORMATION

In October 1984, the U. T. Board of Regents entered into a
Letter of Understanding with David R. Newell and Kenneth B.
Newell, Fort Worth, Texas, on behalf of Newell & Newell,
Ltd., a Texas limited partnership, and the Fort Worth Chamber
Foundation, Inc., a Texas nonprofit corporation, for the pur-
pose of establishing and providing the facilities for an
Automation and Robotics Research Institute (ARRI), formerly
Advanced Robotics Research Institute, in Fort Worth, Texas,
to be staffed and operated by U. T. Arlington as an educa-
tional research facility of the College of Engineering.

Mr. W. A. "Tex" Moncrief, Jr., a member of the U. T. Board
of Regents, and the O'Donnell Foundation have both given
continuous and generous support to U. T. System components.

The dedication of the ARRI was scheduled on February 24, 1988,
and announcement of this endowed chair was planned in conjunc-
tion with the dedication ceremonies, thereby necessitating
approval of the Chair via Executive Committee Letter.

2. U. T. Austin - Expansion of Physical Plant Facilities,
Phase 1 (Project No. 102-454): Recommended Award of
Contract for Furniture and Furnishings to C. P. Snider
Construction Company, Austin, Texas, and Request for
Authorization for the Chancellor to Sign the Contract
(Exec. Com. Letter 88-16).--

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President Cunningham and the Office of the Chancellor that
the U. T. Board of Regents award a contract for furniture
and furnishings for Expansion of Physical Plant Facilities,
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Phase I at U. T. Austin to the following lowest responsible
bidder:

C. P. Snider Construction Company
Austin, Texas

Base Proposal "A"
(Movable Partition System) $55,688.00

GRAND TOTAL RECOMMENDED CONTRACT AWARD $55,688.00
It is further recommended that the Chancellor be authorized

to sign the contract awarding this bid based on the results
of the Executive Committee circularization.

BACKGROUND INFORMATION

In accordance with authorization of the U. T. Board of
Regents in December 1985, bids were called for and were
received, opened, and tabulated on February 18, 1988, as
shown below, for furniture and furnishings for the Expansion
of Physical Plant Facilities, Phase I at U. T. Austin. Funds
for the contract award are available in the Furniture and
Equipment Account.

Base Proposal "A" - Movable Partition System
C. P. Snider Construction Company
Austin, Texas $55,688.00
W. C. Scott Interests, Inc.
Houston, Texas 62,907.00
Facility Construction Services, Inc.
Dallas, Texas 68,560.55
3. U. T. El Paso - Institute for Advanced Manufacturing in

E]l] Paso (IAMEP): Request to Redesignate as the Institute
for Manufacturing and Materials Management (IMMM) (Exec.
Com. Letter 88-16).--

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President Natalicio and the Office of the Chancellor that the
Institute for Advanced Manufacturing in El1 Paso (IAMEP) at

U. T. El Paso bhe redesignated as the Institute for Manufactur-
ing and Materials Management (IMMM) to more accurately reflect
the evolution of the Institute's role as a partner in foster-
ing the economic development of the El1 Paso region.

BACKGROUND INFORMATION

In August 1986, the U. T. Board of Regents approved, in con-
cept, the establishment of an Institute for Advanced Manufac-
turing in El Paso and authorized a fund-raising campaign in
conjunction with U. T. El Paso's 75th anniversary celebration
for the purpose of raising private funds to support establish-
ment of this Institute. As the concept of the Institute has
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evolved, the proposed title with an emphasis solely on
advanced manufacturing is clearly too narrow. Thus, the pro-
posal is to include materials management in the title.

This expansion of title to include materials management is
particularly appropriate to institutional and regional
strengths. E1l Paso is a production/logistics manufacturing
center, and the community's industrial base is very oriented
toward materials management, including physical extraction,
metallurgy, and commercialization of materials. It is also
clear that this expansion of concept will enhance the funding
appeal for the Institute.

Approval of this change via Executive Committee Letter was
sought, since a delay until the April U. T. Board of Regents!'
meeting would delay some critical steps in the fund campaign
effort and hinder plans to proceed with establishing an
Advisory Board for the Institute. The fund campaign goal is
to raise as much as §$7.5 million to construct a facility to
house the Institute and to endow its basic operation.

4, U. T. San Antonio: Recommendation to Name the Flagpole
Area at the U, T. Institute of Texan Cultures - San
Antonio (Regents' Rules and Requlations, Part One, Chap-
ter VIII, Section 1, Subsection 1.2, Naming of Facilities
Other Than Buildings) (ExXec. Com. Letter 88-16).--

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President Wagener and the Office of the Chancellor that the
U. T. Board of Regents name the flagpole area in front of the
U. T. Institute of Texan Cultures - San Antonio the H. B.
Zachry Plaza. This recommendation is in accordance with the
Regents' Rules and Regulations, Part One, Chapter VIII, Sec-
tion 1, Subsection 1.2, relating to the naming of facilities
other than buildings.

BACKGROUND INFORMATION

The plaza name is to honor Mr. H. B. Zachry who died Septem-
ber 5, 1984. Mr. Zachry was instrumental in obtaining the
support from then Governor Connally and the State Legisla-
ture to finance the HemisFaliré68 Pavilion that is now the

home of the U. T. Institute of Texan Cultures - San Antonio.
Mr. Zachry was a great friend and supporter of the Institute
with both dollar and in-kind contributions. His firm contin-
ues to furnish, at no cost to the U. T. System, personnel to
install the elaborate electrical system for the annual Texas
Folklife Festival.

The plaza name was to be announced during the 20th anniversary
celebration of the opening of HemisFair68 on April 6, 1988.

No advance publicity was desired and the April U. T. Board of
Regents' meeting postdated the event necessitating approval
via Executive Committee Letter.
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5. U. T. Medical Branch - Galveston - Administration
Annex II Renovation (Project No. 601-615): Recommended
Award of Construction Contract to Lebco Constructors,
Inc., Houston, Texas (Exec. Com. Letter 88-14).--

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President James and the Office of the Chancellor that the

U. T. Board of Regents award a construction contract for the
Administration Annex II Renovation at U. T. Medical Branch -
Galveston to the lowest responsible bidder, Lebco Construc-
tors, Inc., Houston, Texas, for the Base Bid and Alternate
Bid Item Nos. 1, 2, 3, 4, 5, 6, 7 and 8, in the amount

of $2,540,550.

BACKGROUND INFORMATICN

In accordance with authorization of the U. T. Board of )
Regents in August 1987, bids for this project were received
and opened on February 2, 1988, as shown on Pages Ex.C 6 - 8.

The recommended contract award to Lebco Constructors, Inc.,

Houston, Texas, 1n the amount of $2,540,550 for the Base Bid
and Alternate Bid Item Nos. 1, 2, 3, 4, 5, 6, 7 and 8 can be
made within the authorized total project cost of $3,000,000.

The total project cost is composed of the following elements:

Construction Cost $2,540,550
Furniture and Equipment 100,000
Fees and Administrative Expenses 273,400
Future Work (Air Balancing) : 18,600
Miscellaneous Expenses 7,450
Project Contingency 60,000
Total Project Cost $3,000,000

This project was approved by the Texas Higher Education
Coordinating Board in July 1986, and i1s funded from U. T.
Medical Branch - Galveston Unappropriated Balances.
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CONTRACTOR
BASE BID

Alt. No. 1
Alt. No. 2
Alt. No. 3
Alt. No. 4
aAlt. No. 5
Alt. No. ©
Alt. No. 7
Alt. No. 8

Add
Add
Add
Add
Add
Add
Add

Add

ADMINISTRATION ANNEX II RENOVATICN
THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON

Bids Received February 2, 1988,

at

The University of Texas Medical Branch at Galveston

Lebco Constructors,
Houston, TX

Inc.

$2,000,800
Sprinkler System 76,900
Gypsum Floor Underlayment 36,400
Elevator Modifications 48,600
Temperature Controls 97,800
New Roof 85,300
Lightning Protection 11,650
Exterior Painting 47,600
Trash Conveying System (Portion) 135,500

TOTAL -~ Baseée Bid Plus Alternate Bid Item

Nos.

1, 2,

3, 4, 5, 6, 7 and 8

$2,540,550

JG Gonzalez Inc.
Houston, TX

$2,133,000
23,250
36,600
46,500
98,575
104,000
11,930
45,400

137,530

$2,636,785

Rogers
Constructors, Inc.
Houston, TX

$2,136,200
75,200
37,100
62,000
100,000
84,900
11,900
41,000

159,300

52,707,600
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CONTRACTOR

BASE

Alt.
Alt.
Alt.
Alt.
Alt.
Alt.
Alt.

Alt.

BID

No.

No.

No.

No.

No.

No.

No.

No.

Add
Add
Add
Add
Add
Add
Add

Add

ADMINISTRATION ANNEX II RENOVATION

THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON

(Construction Bids Continued)

E. G. Lowry Company,

TOTAL - Base Bid Plus Alternate Bid Item

2,

Houston, TX

$2,263,000
Sprinkler System 75,600
Gypsum Floor Underlayment 14,700
Elevator Modifications 45,700
Temperature Controls 95,000
New Roof 70,000
Lightning Protection 11,500
Exterior Painting 37,400
Trash Conveying System (Portion) 144,000
3, 4, 5, 6, 7 and 8 $2,756,900

Mission

Construction,
Houston,

TX

$2,197,000
77,000
58,000
64,000
98,000
57,000
12,000

45,000

164,000

Don Tarpey
Construction Company
Texas City, TX

$2,772,000

$2,262,000
85,000
25,000
58,000
91,000
99,000
14,000
39,000

106,000

$2,779,000
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ADMINISTRATION ANNEX II RENOVATION
THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON
(Construction Bids Continued)

Gene D. Liggin, Inc. '~ Comex Corporation
CONTRACTOR Houston, TX Deer Park, TX
BASE BID $2,210,000 | $2,296,500
Alt. No. 1 - Add sprinkler System 74,472 73,000
Alt. No. 2 - Add Gypsum Floor Underlayment 36,740 34,000
Alt. No. 3 - Add Elevator Modifications 46,342 46,600
Alt. No. 4 - Add Temperature Controls 97,370 ‘78,400
Alt. No. 5 = Add New Roof 132,839 98,000
Alt. No. 6 - Add Lightning Protection 11,770 15,000
Alt. No. 7 =~ Add Exterior Painting 47,080 48,000
Alt. No. 8 - Add Trash Conveying System (Portion) 130,126 145,000

TQTAL - Base Bid Plus Alternate Bid Item
Nos. 1, 2, 3, 4, 5, 6, 7 and 8 52,786,739 52,834,500



6. U. T. Medical Branch - Galveston - New Parking Structures
(Project No. 601-670): Recommended Award of Construction
Contract to Manhattan Construction Company, Houston,
Texas (Bxec. Com. Letter 88-17).--

RECOMMENDATION

The Executive Committee concurs in the recommendation of
President James and the Office of the Chancellor that the

U. T. Beoard of Regents award a construction contract for the
New Parking Structures at U. T. Medical Branch - Galveston
to the lowest responsible bidder, Manhattan Construction
Company, Houston, Texas, for the Base Bid and Alternate Bid
Item Nos. 1, 2, 3, 4, 5, 6, 7, 8, 9 and 10, in the amount
of $5,424,000.

BACKGROUND INFORMATION

In accordance with authorization of the U. T. Board of
Regents in December 1987, bids for the construction of New
Parking Structures at the U. T. Medical Branch -~ Galveston
were received and opened on March 15, 1988, as shown on
Pages Ex.C 10 - 11.

The recommended contract award to Manhattan Construction
Company, Houston, Texas, in the amount of $5,424,000 can be
made within the authorized total project cost of $6,500,000.

The total project cost is composed of the following elements:

Construction Cost $5,424,000
Fees and Administrative Expenses 484,100
Future work 380,000
Miscellaneous Expenses 58,000
" Project Contingency 143,900
Total Project Cost $6,500,000

Funds for this project have been previously appropriated from
revenue bond proceeds in the amount of $5,500,000 and U. T.
Medical Branch - Galveston unappropriated balances in the
amount of §1,000,000.

This project was approved by the Texas Higher Education Coordi-
nating Board in December 1987.
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CONTRACTOR
BASE BID

Alt. No. 1
Alt. No. 2
Alt. No. 3
Alt. No. 4
Alt. No. 5
Alt. No. 6
Alt. No. 7
Alt. No. 8
Alt. No. 9
Alt. No. 10

TOTAL - Base
Nos.

Bids Received March 15,

NEW PARKING STRUCTURES
THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON

1988,

at

The University of Texas Medical Branch at Galveston

Construction Company

Manhattan

Houston,

TX

Add Utility Structure

Add Plumbing/Electrical to
Utility Structure

Add 1750KVA Emergency Generator

Add Admin. Building
Electrical Extensions

Add Admin. Electrical Renovation
Add Canopy Link to Garage

Add Existing Elevator Extension
Add Garage Deck Coating

Add Concrete Pavers

Add Util. Extensions
from John Sealy Hospital

Bid Plus Alternate Bid Item
1, 2, 3, 4, 5, 6, 7, 8, 9 and 10

$3,669,000

289,000

349,000

333,000

80,000
80,000
46,000
55,000
115,000

183,000

225,000

$5,424,000

Gene D. Liggin, Inc.

Houston,

TX

$3,895,000

229,000

354,500

332,000

34,000
87,300
63,400
33,700
117,700

96,900

248,600

$5,492,100

Cahaba
Construction Company
Houston, TX

$4,090,000

206,000

356,000

392,000

64,000
79,000
57,000
54,000
113,000

96,000

233,000

$5,740,000
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NEW PARKING STRUCTURES
THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON
(Construction Bids Continued)

W. S. Bellows

E. G. Lowry Company, Inc. Construction Corporation
CONTRACTOR Houston, TX Houston, TX
BASE BID $4,092,000 54,489,000
Alt. No. 1 =~ Add Utility Structure 286,700 235,000
| Alt. No. 2 =~ Add Plumbing/Electrical to
Utility Structure 359,600 : 385,000
Alt. No. 3 - Add 1750KVA Emergency Generator 350,000 360,000
- Alt. No. 4 - Add Admin. Building Electrical
Extensions 88,600 60,000
Alt. No. 5 - Add Admin. Electrical Renovation 76,800 79,000
Alt. No. 6 - Add Canopy Link to Garage 66,600 86,000
Alt. No. 7 - Add Existing Elevator Extension 55,400 54,000
Alt. No. 8 - Add Garage Deck Coating 118,400 ' 168,000
Alt. No. 9 - Add Concrete Pavers 169,800 170,000

Alt. No. 10 - Add util. Extensions
from John Sealy Hospital 217,500 378,000

TOTAL - Base Bid Plus Alternate Bid Item
Nos. 1, 2, 3, 4, 5, 6, 7, 8, 9 and 10 $5,881,400 $6,464,000
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Date: April 14, 1988
Time: Following the meeting of the Executive Committee
Place: Caduceus Room, 6th Floor, Administration Building
U. T. Medical Branch - Galveston
1. U. T. System: Docket No. 39 of the Qffice
B of the Chancellor
2. U. T. System: Request for Authorization
to Implement a Flexible Benefits Program
for Employees
3. U. T. System: Proposed Amendments to Qual-
ifications for Commissioned Law Enforcement
Personnel
4. U. T. System: Proposed Policies for Prepa-

FINANCE AND AUDIT COMMITTEE
Committee Chairman Roden

ration of Legislative Budget Requests for
the 1990-1991 Biennium

F&A - 1
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1. U. T. System: Docket No. 39 of the oOffice of the Chancel-
lor.--

RECOMMENDAT ION

It is recommended that Docket No. 39 of the Office of the Chan-
lor be approved.

It is requested that the Committee confirm that authority to
execute contracts, documents, or instruments approved therein
has been delegated to the officer or official executing same.

2. U. T. System: Request for Authorization to Implement a
Flexible Benefits Program for Employees.--

RECOMMENDATION

The Office of the Chancellor requests authority to implement a
flexible benefits program as defined by Internal Revenue Code
(IRC), Sections 125 and 129, for employees of the component
institutions of the U. T. System effective September 1, 1988.
The program to be known as UTFLEX will permit employees to
choose among certain nontaxable benefits. The source of funds
for UTFLEX will be employee contributions by means of a salary
redirection agreement entered into between plan participants
and the U. T. System. These contributions are considered
employer funds for accounting, administrative, and tax purposes.

The proposed flexible benefits plan to be offered to emplovees
contains three major categories of available benefit options:

(a) an insurance premium redirection account
{(b) a medical expense reimbursement account
(c) a dependent care reimbursement account.
The three proposed benefit options are as described below:

(a) Insurance Premium Redirection Account

This account will allow eligible participants to
enter into salary redirection agreements with the

U. T. System for the payment of insurance premiums
in excess of State premium sharing ($115 effective
September 1, 1988). Contributions made under this
account will be considered on a pre-tax basis.

The insurance premium redirection account may be
used in conjunction with medical and HMO coverage,
the first $50,000 of employee life insurance, depen-
dent life insurance, accidental death and dismember-
ment insurance, disability insurance, and dental
insurance. :

(b) Medical Expense Reimbursement Account

This account will allow eligible participants to
elect to have a portion of their annual compensation
redirected through UTFLEX to cover medical expenses
which are not otherwise covered by the group health
insurance plan or the various health maintenance
organizations approved by the U. T. System. Employee
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(c)

funds used to pay these expenses will thus be treated
as pre-tax dollars. Non-covered medical expenses
include, but are not limited to, items such as:
group health insurance deductibles and coinsurance
features, eyeglasses, and spouse or dependent insur-~
ance premiums for medical insurance coverage not
associated with U. T. System employment. There will
be a minimum $15 per month contribution requirement
and participants will be permitted to contribute up
to a maximum of $5,000 per plan year to the medical
expense reimbursement account.

Dependent Care Reimbursement Account

This account will allow eligible participants to pay
for those monthly expenses associated with day care
programs for children under 15, and for certain men-
tally or physically handicapped dependents of any
age on a pre-tax basis. Applicable IRS regulations
limit yearly dependent care contributions to $5,000
($2,500 for married taxpayers filing separately).

As in the medical expense reimbursement account, a
minimum $15 monthly contribution will be required.
The plan will limit reimbursement to eligible par-
ticipants rather than permitting payment to day care
vendors. ‘

With regard to plan design in general, the following require-
ments are to be included:

(a)

(b)

(c)

(d)

(e)

(f)

(g9)

(h)

(1)
(1)

(k)

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

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

All insurance eligible employees are eligible
to participate in the flexible benefits plan.

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

Funds allocated for use by participants for
a specific benefit plan, but remaining
unspent at the end of the plan vear are for-
feited to the UTFLEX program.

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

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

Claims may be submitted at any time; clainms

will be paid two times per month.

A minimum claims payment is scheduled at $25.

Claims under the medical expense reimburse-

ment account must be submitted on or before

December 31lst following each plan year to be
considered timely.

There is a 60-day sign-up period for new

employees with an effective date as of the
effective date of premium payment.

F&A = 3



(1)

(m)

(n)

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

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

Participation in the insurance premium redirec-
tion account will be mandatory for all eligible
employees enrolled in group insurance plans or
an HMO effective September 1, 1988.

BACKGROUND INFORMATION

The concept of a flexible benefits plan ("cafeteria plan") was
established with the addition of Sections 125 and 129 to the
Internal Revenue Code (IRC) by P.L. 95-600 in 1978. The Tax

Reform Act of 1984 (P.L. 98-369) enacted certain amendments
and, soon thereafter, federal regulations for implementation of
IRC Sections 125 and 129 were published in the Federal Register.
The recently enacted Tax Reform Act of 1986 (H.R. 3838) now
requires such plans to be offered pursuant to certain nondis-
crimination rules and broadens the concept of flexible benefits
to include a choice among non-taxable benefits. "Cafeteria
plans" provide a significant potential benefit to employees by
effectively increasing after tax income. A primary benefit of
these plans to the employer is that the level of reportable
wages subject to FICA (Scocial Security) taxes can be reduced,
resulting in considerable savings through reduced contributions

to FICA.

Of additional benefit to employers is the fact that

the offering of such plans does not result in added payroll-
-related costs above and beyond identifiable costs associated
with administration. The administration of the program will

be:

(a)

(b)

(c)

Shifted to the successful bidder for the
1988-89 medical/dental program

Purchased from an alternative third party
administrator or

Assumed by System Administration with min-
imal additional staffing and overhead.

Cost and efficiency of administration will determine the out-

come.

The statutory authority for State agencies to implement flexi-
ble benefits plans at the State level is contained in Senate

Bill 339,
Bill 1370,

70th Legislature, Regular Session, and House
70th Legislature, Regular Session. Senate Bill 339

provides authority for State institutions of higher education
to implement Internal Revenue Code, Section 125. House

\Bill 1370 specifically mandates 1mplementation of a flexible
benefit plan providing for salary reduction options for
Internal Revenue Code, Section 129, child day care expenses by

September 1, 1988. This collective legislation prompted the
U. T. System to conduct a feasibility study, engaging The Wyatt
Company, which resulted in this proposed flexible benefits

plan.

Upon approval, the plan will be described in a summary document
as required by IRC. This document will include the basic rules
regarding plan eligibility and procedures for making elections
under UTFLEX.
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3. U. T. System: Proposed Amendments to Qualifications for
Commissioned Law Enforcement Personnel.--

RECOMMENDAT ION

The Office of the Chancellor recommends that the current Reso-
lution of the Board of Regents regarding the age and educa-
tional requirements for commissioned law enforcement personnel
in the U. T. System be amended as follows:

II. The applicant [Appiieant] must have reached his or her
21st [28%R] birthday but not his or her 45th birthday
ON DATE OF COMMISSIONING.

I11I. [Bffeetive-danunary-iy=-1986+-an] The applicant for
admission to the U. T. System Police Academy must have
a high school diploma or a GED, and must have a mini-
mum of sixty (60) semester college hours. The appli-
cant who has reached his or her 21lst birthday on the
date of commissioning may fulfill this college require-
ment by substituting two years of continuous employ-
ment as a police guard for [by¥] a component institution
within the U. T. System.

BACKGROUND INFORMATION

Effective September 1, 1987, the provisions of Section 415.059
of the Texas Government Code were amended to require police
officers to be 21 years of age. A similar change, effective
January 5, 1988, has been made in the Rules of the Texas
Commission on Law Enforcement Officers Standards and Education
regarding the minimum licensing standards for entry level age
of applicants (Section 211.97, Chapter 211, Part VII, Title 37,
Texas Administrative Code).

These recommendations will change the U. T. System age reguire-
ments for commissioned law enforcement personnel to meet or
exceed the recent changes in state law and the rules promul-
gated by the Texas Commission on Law Enforcement Officers
Standards and Education (TCLEOSE). Section 415.015(b), Texas
Government Code, permits higher standards by agencies employing
law enforcement officers. Although the new statute and the new
TCLEOSE rule permit officers to be licensed who are more than
18 years old and less than 21 years old with 60 semester hours
of college, the recommended change is to set a uniform minimum
age of 21 years for all applicants to the U. T. System Police
Academy.
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4, U. T. System: Proposed Policies for Preparation of Leg-
1slative Budget Requests for the 1990-199]1 Biennium.--

RECOMMENDATION

The Office of the Chancellor recommends that the U. T. Board
of Regents approve the following Budget Policies for use in
preparing the Legislative Budget Requests for the 1990-1991
Biennium for the U. T. System. In accordance with Sec-

tion 61.059 of the Texas Education Code as amended by Sec-

tion 3.01 of Article 3, H. B. No. 2181, 70th Legislature,
Second Called Session, the formulas (including salary increase
recommendations) approved by the Texas Higher Education Coordi-
nating Board serve as the basis for these recommended policies
for requesting legislative appropriations.

Policies for Preparing Legislative Budget Requests
for the Biennium 1990-1991

In preparing the Legislative Budget Requests for the biennium
beginning September 1, 1989, the instructions issued by the
Texas Higher Education Coordinating Board, the Legislative
Budget Board, and the Governor's Budget and Planning Office
are to be used as specific guidelines. 1In the interest of
uniformity and similar treatment, the following additional
policies and limitations shall be observed relating to areas
not funded by formula or otherwise covered by the above-men-
tioned instructions.

a. Salary Advances for Faculty and Professional Staff

Funds may be requested to grant merit salary
increases for 1990 of 10.1% over 1989 Budget and
an additional 10.1% in 1991 over 1990 Requested.

b. Salary Advances for Classified Personnel

Funds may be requested to provide for a 10.1%
increase for 1990 over 1989 Budgeted amounts and
an additional 10.1% increase in 1991 over 1990
Requested amounts. In addition, requests may
include sufficient funds for a 3.4% merit
increase for approximately one-half of all
employees each year. ' -

C. New Positions

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

d. Maintenance, Operation and Equipment

The general guidelines for requesting funds for
this item should be for an increase up to 5.2% in
1990 over 1989 Budget plus an additional 4.2%
increase in 1991 over 1990 Requested. In limited
situations such as scientific equipment, medical
supplies, and like items, in which price escala-
tion or other factors make the above limitations
totally impractical, actual needs must be the
basis for the request. In these situations the
variance from the general standard stated above
must be carefully justified.
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e. Utilities

Requests for Purchased Utilities are to be based on
projected needs using the best available rate esti-
mates, carefully documented.

f. Employee Insurance Premiums

For Level 2 use $150 per month in 1990 and $200 per
month in 1991 for each person in requesting funds
for payment of the State's contribution toward the
cost of insurance premiums. Eligible employees are
those covered under provisions of the Texas State
College and University Employees Uniform Insurance

Benefits Act.

g. Special Items

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

1990-1991 LEGISLATIVE BUDGET CALENDAR

April 14, 1988

May 31, 1988
June 13-22, 1988
June 27, 1988
July 1, 1988

August - September

September 26, 1988

October 3, 1988

U. T. Board of Regents' Approval
of Policies

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

Budget Hearings with System
Administration

Thirty-five copies of First

Submission Legislative Budget
Requests (unbound) due to Sys-
tem Administration for binding

Filing Date - First Submission
of Legislative Budget Regquests

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

Forty copies of Second Submission
Legislative Budget Requests
{unbound) due to System Adminis-
tration for binding

Filing Date - Second Submission
of Legislative Budget Requests
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BACKGROUND INFORMATION

The Texas Higher Education Coordinating Board formulas, that
by statutory direction the general academic institutions are
required to follow in requesting legislative appropriations,
include approximately 75 to 85 percent of the dollar amounts
requested. Items not covered by formula for the academic
institutions, for which comparable requests for appropriations
are made, include utilities, staff benefits, and special items
such as research projects and special institutes operated by
the universities. The health institutions with the possible
exception of Schools of Nursing and Allied Health are non-
formula funded.

The Request for Legislative Appropriations include only Educa-
tional and General elements of cost, i.e., they do not include
auxiliary enterprises, contracts and grants, or restricted
funds. '
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1. U. T. Arlington: Recommendation for Approval to Increase
the Compulsory Student Services Fee Effective with the
Fall Semester 1988 (Catalog Change).--

RECOMMENDAT ION

The Office of the Chancellor concurs with President Nedderman's
recommendation that the U. T. Board of Regents approve an
increase in the Compulsory Student Services Fee at U. T.
Arlington from $6.50 per semester credit hour, with a maximum
of $78, to $7 per semester credit hour, with a maximum of $84
for any one regqular long session or eleven week summer session
and from $3.25 to $3.50 per semester credit hour, with a maxi-
mum of $42 for a summer short session, to be effective with the
Fall Semester 1988.

Upon Regental approval, the Minute Order will reflect that the
next catalog published will conform to this action.

BACKGROUND INFORMATION

U. T. Arlington last raised its Student Services Fee effective
with the Fall Semester 1986. This proposed fee increase is
necessary to provide funding to support the current level of
activities financed from this revenue source. The Student
Services Fee Advisory Committee of U. T. Arlington has endorsed
an increase in the Student Services Fee.

2. U. T. Austin: Reqguest for Exception to Part One, Chap-
ter I1I, Section 31, Subsection 31.1 of the Regents'
Rules and Requlations (Retirement and Modified Service).--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
request for an exception to Part One, Chapter III, Section 31,
Subsection 31.1 of the Regents' Rules and Regulations, relating
to retirement and modified service, to permit the full-time
employment beyond the mandatory retirement age of Dr. Enrique
Anderson-Imbert, Professor Emeritus, Harvard University, for

the 1988-89 Fall Semester only.

BACKGROUND INFORMATION

The appointment of Dr. Enrigue Anderson-Imbert, who is 78,
as Visiting Professor in the Department of Spanish and
Portuguese at U. T. Austin has tentatively been approved

for the 1988-89 Fall Semester only, pending approval of an
exception to the Regents' Rules and Requlations as set forth
above. '
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Dr. Anderson-Imbert is considered the foremost authority on
Latin American literature in the world. He is the author of
three novels, many definitive studies on Hispanic American
literature, and numerous articles and reviews. Dr. Anderson-
Imbert is held in the highest esteem by his many students and
colleagues throughout the United States, Latin America, and
the world and is a member of numerous academies and literary
institutions.

3. U. T. Austin: Proposed Appointment to the William David
Blunk Memorial Professorship for the 1988-89 Academic Year
Only Effective September 1, 1988.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation that Dr. James Duban, Associate Professor of
English, be appointed to the William David Blunk Memorial
Professorship at U. T. Austin for the 1988-89 academic year
only effective September 1, 1988.

BACKGROUND INFORMATION

Dr. Duban, a faculty member at U. T. Austin since 1977, has
distinguished himself as an excellent instructor of English
courses at all levels from introductory undergraduate classes

to advanced graduate courses. He designed and teaches a

Plan II summer seminar, “Intensive EXxpository Writing," and is
currently the director of the English Honors Program. Dr. Duban
received the College of Liberal Arts Teaching Excellence Award
in 1986 and the President's Associates Excellence Award in the
Teaching of Composition in 1980. He has published one book and
authored or coauthored numerous scholarly journal articles.

The William David Blunk Memorial Professorship was established
by the U. T. Board of Regents in June 1977.

4. U. T. Austin: Proposed Appointment to the R. P. Doherty,
Sr. Centennial Professorship i1n Communication in the Col-
lege of Communication Effective September 1, 1988.--

RECOMMENDAT ION

The Office of the Chancellor concurs with President Cunningham's
recommendation that Dr. Harvey M. Sussman, Professor, Depart-
ments of Speech Communication and Linguistics, be appointed as
the initial holder of the R. P. Doherty, Sr. Centennial Profes-
sorship in Communication in the College of Communication at U. T.
Austin effective September 1, 1988.
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BACKGROUND INFORMATION

Dr. Sussman, a faculty member at U. T. Austin since 1970, is
internationally recognized for his research in the area of the
neurophysiclogical bases of speech and language and has pub-
lished over 58 articles in scholarly publications. He is an
excellent graduate and undergraduate teacher and has received
U. T. Austin's College of Liberal Arts Teaching Excellence
Award, the President's Associates Teaching Excellence Award,
and the College of Communication Research Award. Dr. Sussman
is a frequent speaker at national and international profes-
sional and scientific conferences and symposia.

The R. P. Doherty, Sr. Centennial Professorship in Communi-
cation was established by the U. T. Board of Regents in
December 1982.

5. U. T. Austin: Proposed Appointment to the Janet S.
Cockrell Centennial Chair in Engineering in the College
of Engineering Effective September 1, 1988.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation that Dr. James 0. Jirsa, Phil M. Ferguson Profes-
sor in Civil Engineering and Director of the Phil M. Ferguson
Structural Engineering Laboratory, be appointed to the Janet S.
Cockrell Centennial Chair in Engineering in the College of Engi-
neering at U. T. Austin effective September 1, 1988. Dr. Jirsa
will relinquish the Phil M. Ferguson Professorship in Civil Engi-
neering on the effective date of the new appointment.

BACKGROUND INFORMATION

Dr. Jirsa, a faculty member at U. T. Austin since 1972, 1is
nationally recognized for his work in engineering design
practices as affected by seismic events. He is a member of
the Earthquake Engineering Research Institute, the National
Research Council Committee on National Disasters, the Com-
mittee on Earthquake Engineering Advisory Panel for a
National Earthquake Experimental Facility, and the National
Academy of Engineering. Dr. Jirsa is a highly productive
research scholar and has supervised over 75 master's and
doctoral degree students and authored or coauthored over 80
refereed journal papers and technical reports.

The Janet S. Cockrell Centennial Chair in Engineering was
established by the U. T. Board of Regents in February 1982.
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6. U. T. Austin: .-Proposed Reappointment to the Lloyd M.
Bentsen, Jr. Chailr 1n Government/Business Relations 1in
the Lyndon B. Johnson School of Public Affairs Effective
Immediately for the Spring Semester 1987-88 Onlv.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation that Mr. Robert S. Strauss be reappointed to the
Lloyd M. Bentsen, Jr. Chair in Government/Business Relations

in the Lyndon B. Johnson School of Public Affairs at U. T.
Austin for the 1987-88 Spring Semester only effective imme-
diately.

BACKGROUND INFORMATION

Mr. Strauss' reappointment as Visiting Professor at U. T.
Austin has been approved for the 1987-88 Spring Semester only.
He was previously appointed to this Chair for the Fall Semes-
ter 1987-88 only. Mr. Strauss currently serves as a director
of Archer-Daniels-Midland, Lone Star Industries, Music Cor-
poration of America, Pepsico, and Xerox Corporation.

Mr. Strauss served as Chairman of the Democratic National
Committee from 1973 to 1976 and, in 1977, entered the Cabinet
of President Carter as Special Trade Representative. He has
held the rank of Ambassador and was President Carter's personal
representative to the 1979 Middle East peace negotiations. He
was the 1981 recipient of the Presidential Medal of Freedom,
the nation's highest civilian award.

The Lloyd M. Bentsen, Jr. Chair in Government/Business Relations
was established by the U. T. Board of Regents in February 1980.

7. U. T. Austin: Proposed Appointment to the Alice Jane
Drysdale Sheffield Regents Professorship in History in
the College of Liberal Arts Effective September 1, 1988.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation that Dr. Standish Meacham, Jr., Professor and
Chairman of the Department of History, be appointed as the ini-
tial holder of the Alice Jane Drysdale Sheffield Regents Pro-
fessorship in History in the College of Liberal Arts at U. T.
Austin effective September 1, 1988.
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BACKGROUND INFORMATION

Dr. Meacham joined the U. T. Austin faculty in 1967 and has
actively participated in departmental administration, includ-
‘ing the Department of History Honors Program and the Plan II
Committee. He is an accomplished scholar and has authored or
coauthored six books and more than twelve research publications.
Dr. Meacham serves on several historical association committees
and is active in professional organizations and editorial
boards.

The Alice Jane Drysdale Sheffield Regents Professorship in
History was established by the U. T. Board of Regents in
June 1985.

8. U. T. Austin: Proposed Appointments to Endowed Academic
Positions 1n the College of Natural Sciences Effective
September 1, 1988.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to approve the following appointments to endowed
academic positions in U. T. Austin's College of Natural Sciences
effective September 1, 1988:

Name of Proposed Appointee Endowed Academic Position
Dr. Roger E. Scrutton, Lecturer Getty 0il Company Centennial
in Applied Geology, Unlver51ty Chair in Geological Sciences,
of Edinburgh, Scotland established February 1982;

initial appointment; for the
1988 Fall Semester only

Dr. John T. Tate, Professor, Third Sid W. Richardson

Harvard University Foundation Regents Chair in
Mathematics, established
April 1984; redesignated
February 1985; initial
appointment

BACKGROUND INFORMATION

Dr. Scrutton's appointment as Visiting Professor at U. T.
Austin has been approved effective September 1, 1988 for the
1988-89 Fall Semester only. Dr. Scrutton is internationally
recognized for his marine geophysical research on passive
continental margins and the understanding of the structure and
evolution of the ocean floors. He is an excellent teacher,

has supervised thirteen Ph.D. candidates, and has an impressive
publication record. His research has been recognized interna-
tionally by appointment to numerous geophysical research
committees and working groups; by an invitation to serve as
co-chief scientist on the drilling ship, Joides Resolution, the
vehicle of the largest earth sciences research program 1n the
world; and by invitations to present scholarly papers at
symposia and conferences around the world.
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Dr. Tate's appointment as Professor at U. T. Austin has been
approved effective September 1, 1988. Dr. Tate, a Professor
at Harvard University since 1960, 1s internationally recognized
for his research in algebra, algebraic number theory, and
diophantine algebraic geometry. He is also well known for his
great success with graduate students, of which he has super-
vised 40. Dr. Tate's honors include the Cole Prize in Number
Theory of the American Mathematical Society; member, National
Academy of Sciences; and Fellow, American Association for the
Advancement of Science. He has published over 50 papers and
authored two books.

9. U. T. Austin: Proposed Appointment to the James R.
Dougherty, Jr. Centennial Professorship in Nursing
Service Administration in the School of Nursing Effec-
tive September 1, 1988.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation that Dr. Beverly M. Henry, Associate Professor,
College of Nursing at the University of Florida, Gainesville,
Florida, be appointed to the James R. Dougherty, Jr. Centennial
Professorship in Nursing Service Administration in the School

of Nursing at U. T. Austin effective September 1, 1988.

BACKGROUND INFORMATION

Dr. Henry's appointment as Professor at U. T. Austin has been
approved effective September 1, 1988. Dr. Henry is nationally
recognized as a leader in the field of nursing service adminis-
tration and has made significant contributions toward identi-
fying the substantive areas and priorities for research in
nursing administration. She has authored or coauthored numer-
ous publications including book chapters, articles, research
abstracts, and book reviews and has made numerous presenta-
tions at professional meetings. Dr. Henry is actively involved
in graduate advisement, including memberships on master's and
doctoral student theses/dissertation committees.

The James R. Dougherty, Jr. Centennial Professorship in

Nursing Service Administration was established by the U. T.
"Board of Regents in June 1982.
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10. U. T. Austin: Recommendation to Name the New Joint Men's
and Women's Academic Center i1n L. Theco Bellmont Hall
(Regents' Rules and Regulations, Part One, Chapter VIII,
Section 1, Subsection 1.2, Naming of Facilities Other Than
Buildings).=--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to name the new joint men's and women's academic
center in L. Theo Bellmont Hall at U. T. Austin the D. X. BRible
Academic Center. This recommendation is in accordance with the
Regents' Rules and Regqulations, Part One, Chapter VIII, Sec-
tion 1, Subsection 1.2, relating to the naming of facilities
other than buildings.

BACKGROUND INFORMATION

The proposed facility name is in memory of Mr. D. X. Bible,
head football coach at U. T. Austin from 1937 - 1946, who died
in 1980. Coach Bible and his teams won three Southwest Confer-
ence championships, and his record was 63-31-3. He continued
to serve as Athletic Director through 1957.

Rooms 202 and 204 in L. Theo Bellmont Hall are being renovated
to provide more space for intercollegiate athletics facilities.
The joint men's and women's academic center will provide a
central tutoring location for athletes, especially high risk
athletes. The center will include study carrels, sound proof
study areas, computer stations, and a small library.

11. U. T. Austin: Recommendation to Name the Concert Hall of
the Performing Arts Center (Regents' Rules and Regulations,
Part One, Chapter VIII, Section 1, Subsection 1.2, Naming
of Facilities Other Than Buildings).--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to name the concert hall of the Performing Arts
Center at U. T. Austin the Nancy Lee and Perry R. Bass Concert
Hall. This recommendation is in accordance with the Regents'
Rules and Regulations, Part One, Chapter VIII, Section 1,
Subsection 1.2, relating to the naming of facilities other

than buildings.

BACKGROUND INFORMATION

The mission and academic goals of U. T. Austin have been sig-
nificantly advanced over the past four decades by the strong
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support and philanthropic spirit of Mr. and Mrs. Perry R. Bass,
Fort Worth, Texas. The proposed concert hall name is being
made in recognition of their numerous and continuous contribu-
tions to U. T. Austin.

Mrs. Nancy Lee Bass, a 1937 U. T. Austin graduate, has been a
member of the Development Board for many years and received
the Distinguished Alumnus Award from The Ex-Students' Associa-
tion in 1978.

Mr. Perry R. Bass, a member of the U. T. Austin Marine Science
Institute Advisory Council, is the President and Director of
the Sid W. Richardson Foundation. He has directed generous
benefactions to various areas at U. T. Austin, including
support to fund four of the $32 million chairs in science and
engineering and funding of endowed academic positions in
architecture, fine arts, mathematics, physics, mental health,
community college leadership, state government, and public
service. '

12. U. T. Austin: Recommendation to Approve Changes in Park-
ing and Traffic Enforcement Fees Effective with the Fall
Semester 1988 (Catalog Change).--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation that the U. T. Board of Regents approve increases
in the U. T. Austin parking and traffic enforcement fees effec-
tive with the Fall Semester 1988 as set forth below:

1987-88 1988-89

Current Proposed
Fees Fees
Category 1 $50 $50
(Parking in reserved
or handicapped spaces)
Category 2 18 25
{Speeding, permit misuse,
ignoring traffic controls,
and related violations)
Category 3 12 15
(Illegal or improper
parking violations)
Category 4 6 10

(Miscellaneous viclations)

Late charges regarding enforcement of parking and traffic fees
are proposed to increase from $2 and $3 to $5.

More detailed descriptions of traffic violations and enforce-
ment fees in each category are included in U. T. Austin's April
institutional docket, Section VII, Driving and Parking Offenses,

Upon Regental approval, the Minute Order will reflect that the

next catalog and Parking and Traffic Regulations and Informa-
tion brochures published will conform to this action.

AAC - 10



BACKGROUND INFORMATION

The Parking and Traffic Policies Committee at U. T. Austin has
approved these enforcement fee increases, but they were not
available for consideration by the U. T. Board of Regents when
Parking Permit Fees were approved in February 1988. These fees
are authorized by Section 54.505(b) of the Texas Education Code.

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

13. U. T. Austin: Proposed Amendments to Declaration of
Trust with Board of Operating Trustees of Texas Stu-
dent Publications.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to approve changes in Paragraphs 5 A, 5 B, 5 C, 11,
and 17 of the Declaration of Trust with the Board of Operating
Trustees of Texas Student Publications at U. T. Austin. The
proposed changes, initiated by the Operating Trustees, are pre-
sented in congressional style below.

a. Amend Paragraphs 5 A, 5 B, and 5 C of the Declaration
of Trust to read as follows:

5.

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

A, Three [Feur-undergraduate]| students out of
the College of Communication [Jeu¥rRatism-er
Advertisrng-Bepartment]| of The University
of Texas at Austin, elected by registered
students in The University of Texas at
Austin [¢Ewe-te-be-eieceted-zR-even-
pumbered-years-and-tweo-fe-be-eiteckted-in
edd~-numbered-years-after-the-tnitialt-eteetions
aE-the-initial-eleetion-andesr-these-ruies-ati
feur-shali-be-eleeted-with-previsien-£for
staggered-terms-as-herernafter-set-ouk}-by
these-gtudents-eertified-by-the-ehazrman-of
sueh-department-as-being-jeounrnatism-e¥
advertising-majersr-and-these-students~-wiEh
iess-than-e0-heu¥s~who-are-registered-n
the-Sechool-of-Communieation-as—-ecertified
by-the-Dean-ef-that-Sehoot]. Said
election is to be held concurrently with
the Spring student government election
each year pursuant to the rules established
by the Operating Trustees. No student
shall be eligible to be a candidate for a
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position on the Board of Operating Trustees
unless he or she has completed or will

have completed by the end of the Spring
semester in which the election is held
twelve hours of College of Communication
[Feurnalism-er-adve¥Etiaing| courses, 1s in
good standing (not on scholastic probation),
and has completed at least one semester in
residence in the long term at The University
of Texas at Austin. The eligibility of a
candidate must be certified to by the Dean
of the College of Communication [€kazrman
ef-the-Pepartment-of-Journalism-o¥
Advertigsing]| prior to the time of said
election.

B. Three {F¥we]| students elected at-large from
the student body of The University of
Texas at Austin [fene-te-be-eleeted-in-
even-Rumbered-yearg-and-one-te-be-eleecked
tn-edd-numbered-years-after-£he-ini€iat
election--at-the-fixgt-eleation-under
these-rutes-beth-shali-be-eleeted-with
previgien-for-staggered-terms-as
hereipafter-set-eut}] at the same time as
the editor of The Daily Texan, pursuant to
Section 11 hereof. If the President of
the Students' Association is not one of
the students elected at the election, then
the President of the Students' Association
shall serve as an ex-officio member of the
Board of Operating Trustees without vote.
A student who qualifies as a candidate
under Section 5 A, shall be neither
qualified as a candidate nor eligible to
serve as an at-large member of the Board.

C. Two members of the faculty out of the voting
faculty of the College of Communication
[Bepartment-ef-denrnratiam| and one member
of the faculty out of the voting faculty
of the College of Business Administration,
all three to be appointed directly by the
President of The University of Texas at
Austin.

Amend Paragraph 11 of the Declaration of Trust to
read as follows:

11.

Concurrently with the student government elections,
there shall be a student publications election on
the campus of The University of Texas at Austin. At
such election there shall be elected the Editor of
The Daily Texan by the students of The University of
Texas at Austin, but voting members of the Board of
Operating Trustees shall appoint the Editor of The
Daily Texan in the case of a vacancy. The
eligibility of a candidate for Editor of The Daily
Texan must be certified to by the Operating Trustees
on standards set out in their Handbook prior to the
time of said election. The Operating Trustees shall
set out in its Handbook the conditions under which
sald elections may be held, including length of the
campalign. The Editor of The Daily Texan shall serve
for a term of one year beginning on June 1. There
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shall also be elected at this election the [%we]
student members of the Board of Operating Trustees
[¢ene-student-to-pe-elected-each~-year-afte¥-the
firgt-EpriRg-eteetien}]| as provided in Section 5 B.

C. Amend Paragraph 17 of the Declaration of Trust to
read as follows:

17.

There shall be established within the Board of Operat-
ing Trustees a Review Committee which shall be composed
of one member of the College of Communication
[3eurnatism] faculty, one College of Communication
[3eurnaiism-er-advertistng] student, and one profes-
sional journalist. Such members are to be elected by
the Operating Trustees out of the membership of the
Board of Operating Trustees. All appeals on material
withheld from publication by the Editorial Manager,

or respective publications supervisors, shall be
considered by the Review Committee within 24 hours of
the action. A decision of the Review Committee may
be appealed to the Operating Trustees, but seven
affirmative votes of the Operating Trustees are
required to overrule said decision of the Review
Committee. In all such matters, the actions of the
Operating Trustees shall be final and complete
without review outside the Operating Trustees.

BACKGROUND INFORMATION

wWhen the charter for Texas Student Publications, Inc. expired
in 1970, a Declaration of Trust was the wvehicle used for
transferring assets of the incorporated entity to U. T. Austin
and defining the parameters for operation of Texas Student
Publications as an administrative unit under U. T. Austin.

The Declaration of Trust, adopted by the U. T. Board of Regents
in September 1971, provides that amendments require the consent
of the Operating Trustees and the U. T. Board of Regents.

The proposed changes in Paragraphs 5 A, 5 B, 5 C, 11, and 17
allow a broader group of students and faculty to be eligible
for membership on Texas Student Publication's Board of
Operating Trustees and allow a larger segment of the student
body to be eligible to vote on the membership.

Upon Regental approval, the next appropriate Handbook of
Operating Procedures published at U. T. Austin will be amended
to reflect this action.
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14. U. T. E1 Paso: Reguest for Authorization to Establish a
Ph.D. in Electrical Engineering and to Submit the Proposed
Program to the Coordinating Board for Approval (Catalog

Change).-~-

RECOMMENDATIQON

The Office of the Chancellor concurs with President Natalicio's
request for authorization to establish a Ph.D. program in Elec-
trical Engineering at U. T. El Paso. Upon Regental approval,
the proposed Ph.D. in Electrical Engineering will be submitted
to the Texas Higher Education Coordinating Board for approval.
Implementation will be in Fall 1989 or upon approval by the
Coordinating Board, whichever is later. A description of the
proposed Ph.D. in Electrical Engineering follows.

Program Description

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

The program will build upon a strong set of graduate level
engineering courses which are a part of existing master's level
programs in Electrical Engineering and Computer Science and
upon a research base of over $51.1 million expenditures per
year. To initiate the program, U. T. El Paso anticipates
adding only six new courses and two additional faculty members.
There are currently twenty-two faculty members in Electrical
Engineering and Computer Science, eighteen of whom are members
of the graduate faculty. In addition to these faculty, it is
anticipated that some faculty in other departments, especially
Mechanical and Industrial Engineering, will advise students on
their dissertation projects.

This proposed Ph.D. program has been a part of U. T. El Paso's
strategic plan since 1982. Outside consultants have reviewed
proposals twice, the most recent being in August 1987. The
current proposal reflects the input of these consultants. Upon
approval by the U. T. Board of Regents, the proposal will be
submitted to the Coordinating Board for approval. U. T.

El Paso hopes to enroll the first students in the program in
September 1989.

Upon Regental and Coordinating Board approval, the next appro-

priate catalog published at U. T. El Paso will be amended to
reflect this action.

BACKGROUND INFORMATION

Role and Scope

The only doctoral program at U. T. El Paso is a Doctor of
Geological Sciences. Conseguently, the Texas Higher Education
Coordinating Board will regard this request for approval of a
new doctoral program as a major change of the role and scope
of the institution. Although the Coordinating Board dces not
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recognize additional doctoral programs within the role and
scope of the institution, the role and scope table approved by
the U. T. Board of Regents in June 1984 includes doctoral pro-
grams in education, engineering, the physical sciences and
psychology. Incorporation of doctoral programs in these fields
into the institution's role and scope was based upon an analy-
sis of the number of Ph.D. degrees awarded in relationship to
the size of the population. The population of the El1 Paso
region is large enough to support doctoral programs in each

of these areas. It is interesting to note that in the entire
region south and west of a line running through Lubbock and
Austin, the only Ph.D. programs offered are the Doctor of
Geological Sciences at U. T. El Paso, the Doctor of Bilingual
Education at Texas A & I University and the Ph.D. in some of
the basic biological sciences at the U. T. Health Science
Center - San Antonio. Development of additional doctoral
programs at U. T. El Paso would serve this entire region.

Need

There is a growing community of computer systems professionals
in the E1 Paso region. They are associated primarily with
defense installations, defense contractors, and manufacturing.

This community of computer systems professionals needs immediate

access to doctoral level educational opportunities and to the
applied research capability which would be developed in parallel
with the instructional program. Computer systems engineering
will play critical roles in the development of several major
defense systems which are being created at White Sands Proving
Grounds, New Mexico, and Fort Bliss, Texas. Computer systems
engineering will also play an increasingly important role in
manufacturing. The El Paso/Juarez region is one of the most
rapidly growing manufacturing centers in the world. 1In the
past five years, more than 40,000 new manufacturing jobs have
been created in the region. Continued prosperity of the
manufacturing sector will require the application of advanced
computer systems.

In addition to a regional need for access to Ph.D. level
instruction and the associated research programs, there is

a severe national shortage of Ph.D. graduates in electrical
engineering and computer science. This shortage has been
documented by the National Science Foundation, by the American
Council of Engineering Deans, and by industrial personnel
directors. The extent of the shortage is indicated by the
fact that U. S. industry is typically paying salaries ranging
from $39,000 to §53,000 for new graduates of Ph.D. electrical
engineering programs.

Establishment of a Ph.D. program in electrical engineering at
U. T. El Paso is expected to significantly increase the number
of doctoral degrees in electrical engineering awarded to
Hispanics. In 1985, only 4 of the 631 doctoral degrees awarded
in electrical engineering went to Hispanics. U. T. El Paso has
the largest Hispanic American engineering enrollment in the
United States. Over 55% of the current undergraduate engineer-
ing enrollment at U. T. El Paso is Hispanic American. It is
anticipated that several of the Hispanic American engineering
students enrolled in the master's level programs would continue
for a Ph.D. if it were available in El Paso. Those who did so
would provide an important role model for other Hispanic
American engineering students at U. T. El Paso.

Research sponsors are reluctant to support large scale research
programs in departments which do not have doctoral programs.
Most master's level students are not enrolled for a long enough
period of time and do not have sufficient expertise to assist
in carrying out the most important research projects which
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sponsors are willing to fund. The existence of a doctoral
program and the availability of doctoral students to carry out
dissertation level research is a necessary condition for an
institution to effectively compete for major external funding
from the Defense Department, other federal agencies, and
private industry. U. T. El Paso estimates that it would be
able to obtain at least an additional $1 million per year from
these funding sources if a doctoral program were in place.

Program Cost

The department anticipates adding six regular courses to its
curriculum plus a special topics course. To teach courses and
provide the faculty resources necessary to lead the associated
research effort, U. T. El Paso anticipates adding two addi-
tional faculty members at an added annual cost to the State of
approximately $100,000. U. T. El Paso would also add one addi=-
tional clerical support staff person. The maximum annual cost
to the State during the first five years of operation is esti-
mated to be $159,000. An additional $38,200 for library
enhancement is anticipated. These additional expenditures
would be offset by an anticipated externally funded research
program expansion of more than $1 million per year.

Program Quality

The gquality of the program has been examined by outside con-
sultants on two occasions. In both cases, the consultants
made suggestions for improvements to the program but endorsed
the overall quality of the proposal and of the faculty who will
administer the program. The strength of the faculty is also
indicated by the fact that they have attracted substantial
external research funding and by the quality of the master's
level theses which have been written. The faculty will be
further strengthened by the recruitment of two additional
faculty, one of whom will be recruited to fill the first
endowed position in the college. It is anticipated that the
proposal will be reviewed at least one more time prior to
implementation to ensure that all actions necessary for

a quality program have been taken.

15. U. T. El Paso: Proposed Appointment of Fellows to the
Four Mr. and Mrs. Maclntosh Murchison Chairs in Engineer-
ing Effective for the 1988 Calendar Year Only.--

RECOMMENDATION

The Office of the Chancellor concurs with President Natalicio's
recommendation that members of the faculty of the College of
Engineering at U. T. El Paso listed below be appointed as

Mr. and Mrs. MacIntosh Murchison Fellows in the four Mr. and
Mrs. MacIntosh Murchison Chairs in Engineering effective for
the 1988 calendar year only. Proposed Macintosh Murchison
Fellows are:

Dr. S. K. Varma, Assistant Professor of Metal-
lurgical Engineering

Dr. Roberto A. Osegueda, Assistant Professor
of Civil Engineering

Dr. Jack A. Dowdy, Professor of Mechanical
and Industrial Engineering

Dr. Andrew H. P. Swift, Associate Professor
of Mechanical and Industrial Engineering
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Under terms of the endowment, funds may be used to award fel- -
lowships in Engineering to qualified faculty for periods up to
one year when vacancies exist in the endowed chairs. 1Initial
appointments of MacIntosh Murchison Fellows were made for the
1987 calendar year.

BACKGROUND INFORMATION

The first Mr. and Mrs. MacIntosh Murchison Chair in Engineering
was established by the U. T. Board of Regents in April 1986 by
redesignation of the Mr. and Mrs. MaclIntosh Murchison Professor-
ship in Engineering which was established in August 1985. The
second Mr. and Mrs. MacIntosh Murchison Chair in Engineering

was established in June 1986 and the third and fourth Chairs
were established in February 1987.

Dr. Varma, Assistant Professor of Metallurgical Engineering,
joined the U. T. El Paso faculty in 1984 and was formerly a
faculty member at Texas A&M University. He is the author or
coauthor of numerous journal articles and research papers and
is active in professional organizations.

Dr. Osegueda, Assistant Professor of Civil Engineering, joined
the U. T. El Paso faculty in 1987 and was formerly a research
associate and assistant lecturer at Texas A&M University. He
is active in research and has published numerous articles in
scholarly journals.

Dr. Dowdy, Professor of Mechanical and Industrial Engineering,
joined the U. T. El Paso faculty in 1964. He has over 20 years
of academic and industrial experience, is active in research
and has published numerous articles and research reports.

Dr. Swift, Associate Professor of Mechanical and Industrial
Engineering, joined the U. T. El1 Paso faculty in 1983. He is
active in university administration and research activities.
Dr. Swift has authored or coauthored numerous articles and is
frequently invited to present papers at professional meetings.

These appointees were competitively selected on the basis of
research proposals submitted within the College of Engineering.

16. U. T. San Antonio: Proposed Cross-Town Agreement Among
Southwest Texas State University, Trinity University,
and the Commandant, Air Force ROTC, San Antonio, Texas.--

RECOMMENDATION

The Office of the Chancellor concurs in President Wagener's
recommendation that approval be given to the proposed Cross-
Town Alr Force ROTC Agreement set out on Pages AAC 19 - 23
among Southwest Texas State University, U. T. San Antonio,
Trinity University, and the Commandant, Air Force ROTC, San
Antonio, Texas. This agreement has been reviewed and approved
by the Office of General Counsel.
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BACKGROUND INFORMATION

An agreement establishing an extension of Southwest Texas
State University's Air Force ROTC program on the U. T. San
Antonio campus was approved by the U. T. Board of Regents
in February 1981. This proposed agreement will continue
the Air Force ROTC General Military Course and the Profes-
sional Officer Course at U. T. San Antonio and extend them
to gualified students at Trinity University who desire to
earn appointments as commissioned officers in the United
States Air Force.

A Cross-Town Air Force ROTC Agreement among Southwest Texas
State University, U. T. San Antonio, Trinity University, and
the Commandant, Air Force ROTC was previously approved by the
U. T. Board of Regents in December 1982, but was withdrawn by
Trinity University.
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CROSS-TOWN AGREEHENT TD EXTEND AIR FORCE ROTC INSTRUCTION
TO STUDENTS AT INSTITUTIONS NOT HOSTING AIR FORCE ROTC

This agreement is made by and between Southwest Texas State
University (hereinafter referred to as "SWT", which hosts Air
Force ROTC Detachment 840), The University of Texas at San Antonio
(hereinafter referred to as "UTS5A", which is an Air Force ROTC
Nonhost Teaching Location, Trinity University (hereinafter
referred to as "Trinity") which does not host an Air Force ROTC
unit, and the Commandant, Air Force ROTC. 1t is the purpose of
this agreement to make the Air Force ROTC General Military Course
and the Professional Officer Course available to qualified
students at Trinity who desire to earn appointments as
commissioned officers in the United States Air Force.

AGREEMENT
1. Contingent upon acceptance of this agreement and upon the
initial and continuing fulfillment of all the conditions
enumerated in paragraphs 2, 3, 4, and 5 following, the Commandant,
Air Force ROTC will:

a. Provide Air Force ROTC instruction in the General Military
Course and the Professional Officer Cuurse‘to gqualified and
selected applicants who are students at Trinity. Air Force ROTC
instruction will be provided those selected students at Trinity on
the UTSA campus.

b. Enroll qualified étudents at Trinity who are selected for
the General Military fourse and the Professional Officer Course as

members of the Air Force ROTC Nonhost Teaching Location at UTSA.
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c. Provide unifnr@s, in accordance with the existing contract
agreement betweeﬁ SWT and UTSA, and the Secretary of thé Alr
Force, for all Air Force ROTC cadets who are enrolled as members
of the Air Force RDOTC Nonhost Teaching Location at UTSA.

d. Provide subsistence allowance, in accordance with existing
policies, to all Air Force ROTC cadets who are éﬁrolled as members
of the Air force ROTC Nonhost Teaching Location at UTSA.

2. Provide tuition and fees, in accordance with existing
policies:

(1) To UTSA for all Air force ROTC cadets on scholarship
status who are enrolled as members of the Air Force ROTC Nonhost
Teaching lLocation at UTSA.

(2) To Trinity for ail Air Force ROTC cadets on
scholarship status who are enrnlled as members of the Air Force
ROTC Nonhost Teaching Location at UTSA under the terms and
condiﬁicns of a separate education service agreement between the
Department of the Air Force and Trinity.

.2. Contingent upon the acceptance of this agreement and upon ful-
fillment of the conditions enumerated in paragraph 1! above, SWT
agrees!

To pay out of its Commutation Fund sume due for necessary
uniforms aﬁd accessories prﬁvided to all members of the Air Force
ROTE unit at UTSA, to the extent such funds are made available by

the Department of the Air Force; provided, however, no sums shall
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be paid out of said Commutation Fund prior to acknowledgment of
receipt of such uniforms and accessories by an authorized
representative of Air Force ROTC Detachment 840.

3. Contingent upon the acceptance of this agreement and upon ful-
fillment of the conditions enumerated in paragraph 1 above, UTSA
agrees:

a. To provide adequate classroom and related administrative
facilities to support the Aerospace Studies instruction of all
enrolled members of its Aif Force ROTC unit who receive
instruction on its campus.

b. To report estimated and actual costs of tuition and fees
for sach fiscal year to the Air Force ROTC Nonhost Teaching
Location at UTSA. This report will be the basis for funding
obligations for each fiscal year.

4, Contingent upon the acceptance aof this agreement and upon ful-
fillment of the conditions enumerated in paragraph 1 above,
Trinity agrees:

A to include an appropriate publications announcement of the
Aerospace Studies courses of Air Force ROTC available to its
students.

b. To grant appropriate academic credit applicable toward
graduation for the successful completion of courses offered by
the Department of Aerospace Studies at UTSA.

C. Ta report estimated and actual costs of tuition and fees
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for each fiscal year to the Air Force ROTC Nonhost Teaching
Location at UTSA under a separate education service agreement
between the Department of the Air Force and Trinity. This report
will be the basis for funding obligations for each fiscal vyear.
S. Trinity affirms and represents that:

a. It is accredited to award baccalaureate degrees by the
following regional association: Southern Association of Colleges
and Schools.

b. For good and valid mutual consideration, and as a
condition precedent to acceptance and continuation of this
agreement, Trinity warrants and represents that it does not, and
will not, discriminate in any way with respect to the admission or
subsequent treatment of students on the basis of race, color, sex,
or national origin. It is further mutally agreed that a violation’
of this covenant, as determined by the Secretary of the Air Force
or a designee, may be regarded as a breach of this agreement,
Justifying termination thereof, at no cost to the government, by
the Secretary or designee.

6. All parties agree that:

a. This agreement becomes effective March 1, 1989.

b. This agreement may be terminated on the 31st day of May of
any year by any party giving the ather parties at least six
months’ written notice of such intent.

c. This agreement betwean SWT, UTSA, Trinity and AFROTC does
not change or influence the separate agreement now in effect

between SWT, UTSA, and AFROTC.
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SQUTHWEST TEXAS STATE UNIVERSITY THE UNIVERSITY OF TEXAS AT
SAN ANTONIO

By: ‘F\irkizf"\:éf¥=-ﬂ;

President Robert L. Hardesty

Date: 5 Feb 88

UNIVERSITY

NG

TRIN

FOR AIR FORCE ROTC Detachment 840

By:QEEL-SQE:D (;ac—j Lé

Edward C. Roy BENNIE BLANSETT,JR, Colonel, USAF
Vice President for Professor of Aerospace Studies

A ic Affai
Dateéf%%izz;ﬁﬁy;i%rilaz 1188 Date:__ﬁs fiels CB‘EP

FOR THE COMMANDANT, AIR FORCE ROTC FORM AFFPROVED:

By: By: QLM,- d - QQ/LC-JC&LL,Z

UT System Office of General Counsel

By

Date:

CONTENT APPROVED:

. ZfS“ *#~—James P. Duncan

ecutive Vice Chancellor for
cademic Affairs

Date: 3-16~- H'/

By:

CERTIFICATE DF AFPPROVAL

1 hereby certify that the foregoing AGREEMENT was approved by the Board of
Regents of The University of Texas System on day of ______ , 19____.

By:

Executive Secretary to the Board
of Regents of The University of
Texas System
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17. U. T. Tyler: Proposed Agreement of Collaboration with the
University of Hamburg, Federal Republic of Germany.--

RECOMMENDATION

The Office of the Chancellor concurs with the recommendation
of President Hamm that approval be given to the agreement of
collaboration set out on Pages AAC 25 - 28 by and between U. T.
Tyler and the University of Hamburg, Federal Republic of
Germany.

The agreement undertakes the development of collaborative
programs of research and study for the mutual benefit of
faculty and students of both institutions in the areas of the
humanities, social sciences, physical and natural sciences,
international relations, technology, music and the arts,
administrative auxiliary medical professions, science, and
public health.

BACKGROUND INFORMATION

This agreement has been reviewed and approved by the Office of
General Counsel.
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AGREEMENT OF COLLABORATION
BETWEEN

THE UNIVERSITY OF HAMBURG, FEDERAL REPUBLIC OF GERMANY

AND

THE UNIVERSITY OF TEXAS AT TYLER, UNITED STATES OF AMERICA

1.

The University of Hamburg and The University of Texas
at Tyler agree to undertake the development of
collaborative programs of research and study for the
mutual benefit of faculty and students of both
institutions. :

The principal purposes of this collaboration are:

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

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

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

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

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

f) to facilitate interdisciplinary research and study
within and between the collaborating universities.

The primary focus of this agreement is on the exchange
of faculty and students, with intent to collaborate in
research and study. It shall encompass such excnanges
and collaborations whenever these are deemed to be
appropriate and beneficial by mutual agreement.
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Collaboration under this agreement shall encompass the
general areas of the humanities, social sciences,
physical and natural sciences, international relations,
technology, music and the arts, administrative
auxiliary medical professions, science, and public
health.

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

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

The cecllaboration establisned in this agreement is
based on the principle of equal partnership, and this
principle shall govern the sharing of cost and effort
between the two universities, as follows:

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

b} When members of one university travel to the other

in the framework of a program mutually agreed
upon, the fundamental financial guideline shall be
that the sending institution shall process the
costs of travel and the costs of maintenance in
situ. Tne receiving institution shall assist with
arranging for suitable lodging.

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

universities.

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

AAC - 26



This agreement shall encourage members of both
universities to seek external sources of support for
programs and exchanges which are part of the agreement
Wwnerever this 1s possible and appropriate. This shall
be done in accord with the procedures astablished
within each university. Solicitation of external
support may be done separately by members of each
university for their own participation or for joint
efforts, or jointly for the benefit of both
universities.

For purposes of implementation and supervision of

this ayreement, a committee shall be created within
each of the universities. The composition and scope of
activity of each committee shall be determined
autonomously by each university to accommodate the
circumstances particular to itself, subject to the
following guidelines:

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

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

c) Every two years beginning in 1989 the two
committees shall prepare and distribute a joint
report of the progress of collaborative work under
this agreement.

d) Aaditions and amendments to this agreement, and
its possible extension beyond the academic years
1988-9¢¥ shall be recommended to each of the
universities by joint action of the two
committees, such action to be taken either during
the course of joint meetings or by mutual
agreement in writing.

This agreement shall take effect during the academic
year 1987-88 and shall be valid for an initial period
of five years, i.e., through the academic year 1991-92.
During this period it shall be subject to cancellation
by either university on one year's notice. It is
understood that an academic year covers the time from
September 1 - August 31 respectively.
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Signed in Tyler, Texas on , ln two copies,
each in the English and German languages, both texts being
egually authentic.

For the For the
The University of Texas University of Hamburg
at Tyler,

Tyler, Texas

Dr. George F. Hamm Dr. Peter Fischer-Appelt
President President

APPROVED AS TO FORM:

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

APPROVED AS TO CONTENT:

Dr, James P. Duncan

Executive Vice Chancellor for
Academic Affairs

The University of Texas System

CERTIFICATE OF APPROVAL

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

Executive Secretary to the Board
of Regents of The University of
Texas System
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Date:
Time:

Place:

HEALTH AFFAIRS COMMITTEE
Committee Chairman Yzaguirre

April 14, 1988
Following the meeting of the Academic Affairs Committee

Caduceus Room, 6th Floor, Administration Building
U. T. Medical Branch - Galveston

Page
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U. T. Southwestern Medical Center - Dallas:
Proposed Appointment to the Betty Jo

Hay Chair in Mental Health Effective

April 14, 1988

U. T. Southwestern Medical Center - Dallas:
Recommendation to Name Room in the School
of Allied Health Sciences Building {(Regents'
Rules and Regulations, Part One, Chap-

ter VIII, Section 1, Subsection 1.2, Naming
of Facilities Other Than Buildings)

U. T. Medical Branch - Galveston: Pro-
posed Appointment to the Truman Graves
Blocker, Jr., M.D. Distinguished Chair in
Plastic Surgery Effective April 14, 1988

U. T. Medical Branch - Galveston: Proposed
Appointment to the J. F. Seinsheimer, Jr.
and Jessie Lee Seinsheimer Professorship in
Otolaryngology Effective April 14, 1988

U. T. Health Science Center - Houston:
Proposed Appointment to the Roy M. and
Phyllis Gough Huffington Chair in Neurol-
ogy Effective April 14, 1988

U. T. Health Science Center - Houston:
Proposed Appointment to the Mary W. Kelsey
Professorship in the Medical Sciences
Effective April 14, 1988

. U. T. Cancer Center: Recommendation to

Change the Name of The University of Texas
System Cancer Center to The University of
Texas M.D. Anderson Cancer Center [Regents'
Rules and Requlations, Part One, Chap-

ter VIII, Section 4, Subsection 4.(15)]
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1. U. T. Southwestern Medical Center - Dallas: Proposed
Appointment to the Betty Jo Hay Chair in Mental Health
Effective April 14, 1988.--

RECOMMENDATION

The Office of the Chancellor concurs with the recommendation
of President Wildenthal to appoint A. John Rush, M.D., as
initial holder of the Betty Jo Hay Chair in Mental Health at
the U. T. Southwestern Medical Center - Dallas effective
April 14, 1988.

BACKGROUND INFORMATION

Dr. Rush, Professor of Psychiatry, was the holder of the

Betty Jo Hay Professorship that was upgraded to a Chair at the
February 1988 U. T. Board of Regents' meeting. He has an out-
standing record in teaching, patient care, research, and in the
development of junior researchers. Dr. Rush is the principal
investigator of the Mental Health Clinical Research Center
grant awarded to the Department of Psychiatry in February 1987.
This is one of only 14 such awards given in the country aimed
specifically at affective disorders and is supported by the
National Institutes of Mental Health. He is an ideal candidate
to hold this Chair that honors Mrs. Hay who has herself con-
tributed so much to mental health.

2. U. T. Southwestern Medical Center - Dallas: Recommenda-
tion to Name Room i1n the School of Allied Health Sciences
Building (Regents' Rules and Regulations, Part One, Chap-
ter VIII, Section 1, Subsection 1.2, Naming of Facilities
Other Than Buildings).--

RECOMMENDATION

The Office of the Chancellor concurs with the recommendation
of President Wildenthal to name Room V5.106 in the School of
Allied Health Sciences Building at the U. T. Southwestern
Medical Center - Dallas the L. Ruth Guy Medical Laboratory
Sciences Library. This recommendation is in accordance with
the Regents' Rules and Regulations, Part One, Chapter VIII,
Section 1, Subsection 1.2, relating to the naming of facili-
ties other than buildings.

BACKGROUND INFORMATION

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

her retirement in 1982. At the time of her gift, Dr. Guy
expressed a wish that the collection be housed within the
department and readily available to its students and faculty.
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3. U. T. Medical Branch - Galveston: Proposed Appointment to
the Truman Graves Blocker, Jr., M.D. Distinguished Chair
in Plastic Surgery Effective April 14, 1988.--

RECOMMENDATION

The Office of the Chancellor concurs with the recommendation of
President James to appoint Martin C. Robson, M.D., as initial
holder of the Truman Graves Blocker, Jr., M.D. Distinguished
Chair in Plastic Surgery at the U. T. Medical Branch -
Galveston effective April 14, 1988.

BACKGROUND INFORMATION

The Truman Graves Blocker, Jr., M.D. Distinguished Chair in
Plastic Surgery was established at the December 1983 U. T.
Board of Regents'! meeting. Dr. Robson, Professor in the
Departments of Surgery and Microbiology, joined the U. T.
Medical Branch - Galveston in January 1988 as Chief of the
Division of Plastic Surgery. His contributions to the healing
of burn wounds are internationally recognized, and his reputa-
tion confirms him as an effective teacher, productive investi-
gator, and publisher.

4. U. T. Medical Branch - Galveston: Proposed Appointment to
the J. F. Seinsheimer, Jr. and Jessle Lee Seinsheimer Pro-
fessorship in Otolaryngology Effective April 14, 1988.--

RECOMMENDATION

The Office of the Chancellor concurs with the recommendation of
President James to appoint Charles M. Stiernberg, M.D., as
initial holder of the J. F. Seinsheimer, Jr. and Jessie Lee
Seinsheimer Professorship in Otolaryngology at the U. T. Medi-
cal Branch - Galveston effective April 14, 1988.

BACKGROUND INFORMATION

Dr. Stiernberyg, Deputy Chairman of the Department of Otolaryn-
gology and Chief of the Division of Head and Neck Surgery,
joined the staff of the U. T. Medical Branch - Galveston

in 1982. His medical education, medical internship and resi-
dency were at the U. T. Medical Branch - Galveston.

Dr. Stiernberg has established an outstanding national reputa-
tion as an academic otolaryngologist and has made major con-
tributions to the departmental teaching, patient care and
research efforts.
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5. U. T. Health Science Center - Houston: Proposed Appoint-
ment to the Roy M. and Phyllis Gough Huffington Chair in
Neurology Effective April 14, 1988.--

RECOMMENDATION

The Office of the Chancellor concurs with the recommendation
of Interim President Ribble to appoint Frank M. Yatsu, M.D.,
as initial holder of the Roy M. and Phyllis Gough Huffington
Chair in Neurology at the U. T. Health Science Center -
Houston effective April 14, 1988. This appointment is con-
tingent upon the establishment of the Chair as proposed in
Item 25 on Page L&I - 23.

BACKGROUND INFORMATION

Dr. Yatsu, Professor and Chairman of the Department of Neurol-
ogy, has been a member of the faculty of the U. T. Health
Science Center - Houston since 1982. His research and clini-
cal focus 1s the prevention and treatment of stroke, which is

the third major cause of death and disability among the elderly.

He is widely recognized as an international authority on this
disease and has authored numerous publications. Dr. Yatsu's
appointment will meet the stipulations outlined by the donor
that the holder of this Chair commit to collaborative inter-
professional efforts for the benefit of elderly patients and
be an integral part of the U. T. Health Science Center -

Houston's focus on the treatment of the aged. '

6. U. T. Health Science Center - Houston: Proposed Appoint-
ment to the Mary W. Kelsey Professorship in the Medical
Sclences Effective April 14, 1988.--

RECOMMENDAT ION

The Office of the Chancellor concurs with the recommendation
of Interim President Ribble to appoint Herbert L. DuPont, M.D.,
as initial holder of the Mary W. Kelsey Professorship in the
Medical Sciences at the U. T. Health Science Center - Houston
effective April 14, 1988.

BACKGROUND INFORMATION

Dr. DuPont, Professor and Interim Chairman, Department of
Internal Medicine, Director of the Program in Infectious Dis-
eases and Clinical Microbiology, and Interim Chief of Internal
Medicine, Hermann Hospital, joined the staff of the U. T.
Health Science Center - Houston in 1973. He received his med-
ical education at Emory University School of Medicine in
Atlanta, Georgia, followed by a medical internship and resi-
dency at the University of Minnesota Hospitals. His extensive
bibliography includes numerous articles, reviews, case reports
and book chapters. He has served as Associate Editor of the
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American Journal of Epidemiology and the Journal of Infectious
Diseases. During the past year, Dr. DuPont, as a member of the
Infectious Diseases Society of America, has been researching
the use of AZT for AIDS Syndrome patients.

Dr. DuPont has been responsible for several oﬁtstanding con-
tributions and is a world-renowned expert on national health
issues.

7. U. T. Cancer Center: Recommendation to Change the Name
of The University of Texas System Cancer Center to The
University of Texas M.D. Anderson Cancer Center [Regents'
Rules and Regqulations, Part One, Chapter VIII, Section 4,
Subsection 4.(15)].--

RECOMMENDAT ION

The 0Office of the Chancellor concurs with the recommendation
of President LeMaistre to change the name of The University
of Texas System Cancer Center to The University of Texas
M.D. Anderson Cancer Center with the shortened title to be
U. T. M.D. Anderson Cancer Center.

The following designations are recommended for the component
parts of the institution with the shortened title shown in
parenthesis:

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

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

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

Approval of these recommendations will be reflected in amend-
ments to the Regents' Rules and Regqulations, Part One, Chap-
ter VIII, Section 4, Subsection 4.(15).

BACKGROUND INFORMATION

In 1972, the U. T. Board of Regents formally approved the offi-
cial name as "The University of Texas System Cancer Center"
with component designations as "The University of Texas M.D.
Anderson Hospital and Tumor Institute at Houston" and "The
University of Texas Environmental Science Park." 1In 1980, the
word "Environmental" was deleted from the Science Park title.
Three factors were essential in the selection of the new name.
First, it had to reflect the institution's status within the
U. T. System; secondly, the renowned M.D. Anderson name had

to be preserved; and thirdly, the name had to be clear and
concise. The proposed change will provide consistent identi-
fication in both the scientific and lay communities, improve
marketing and private fund development of the institution, and
abate confusion which exists with the current designation.
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BUILDINGS AND GROUNDS COMMITTEE
Committee Chairman Hay

Date: April 14, 1988
Time: Following the meeting of the Health Affairs Committee
Place: Caduceus Room, 6th Floor, Administration Building

U. T. Medical Branch -~ Galveston

Page

B&G

U. T. El1 Paso - Former Main Library Building -

Remodeling for Department of Geological

Sciences (Project No. 210-671): Presentation

of Preliminary Plans; Submission to Coordinat-

ing Board; and Authorization to Prepare Final

Plans : 2

U. T. San Antonio - U. T. Institute of Texan

Cultures - San Antonio - Renovation of Public

Areas, Second Segment (Project No. 404-614):

Request for Approval of Final Plans and

Authorization to Advertise for Bids and for

Executive Committee to Award Contracts - 3

U. T. San Antonio - U. T. Institute of Texan

Cultures - San Antonio - Renovation of Public

Areas, Third Segment (Project No. 404-614):

Request for Project Authorization; Completion

of Final Plans and Specifications, Advertise=-

ment for Bids, and Award of Contracts by U. T.

San Antonio Administration; and Appropriation

Therefor 4

U. T. Health Science Center - San Antonio -

Research Building (Project No. 402-666):

Presentation of Preliminary Plans; Request

for Submission to Coordinating Board; Autho-

rization to Prepare Final Plans; and Addi-

tional Appropriation Therefor 5
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1. U. T. El1 Paso - Former Main Library Building - Remodel-
ing for Department of Geological Sciences (Project
No. 210-671): Presentation of Preliminary Plans; Sub-
mission to Coordinating Board; and Authorization to
Prepare Final Plans.--

RECOMMENDATION

The Office of the Chancellor concurs with President Natalicio's
recommendation that the U. T. Board of Regents:

a. Approve preliminary plans for the remodeling of
the former Main Library Building for the Depart-
ment of Geological Sciences at U. T. El Paso at
an estimated total project cost of $6,800,000

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

c. -Authorize the Project Architect to prepare final
plans and specifications to be presented to the
U. T. Board of Regents for consideration at a
future meeting.

This item requires the concurrence of the Academic Affairs
Committee. :

BACKGROUND INFORMATION

In accordance with authorization of the U. T. Board of Regents
in June 1987, preliminary plans and a detailed cost estimate
for the remodeling of the Former Main Library Building for the
Department of Geological Sciences at U. T. El Paso have been
prepared by the Project Architect, Carroll, DuSang, and Rand,
El Paso, Texas.

The remodeling of the 87,648 gross square foot former library
facility will provide for most of the laboratory, office and
support facilities of the Department of Geological Sciences in
one building. The interior of the building can be remodeled

to provide the laboratory space necessary for modern eguipment,
faculty offices, lecture, reading and study rooms, and archival
and equipment storage facilities. The proposal includes
upgrading or expansion to meet the needs of the department and
repair of the exterior of the building where necessary.

when the renovation of the former library was originally incor-
porated into the Capital Improvement Program in 1985, it was
expected that the building would be converted for use as admin-
istrative offices at a cost of $4.7 million. It was also antic-
ipated that U. T. El Paso would later construct a new science
laboratory building at an estimated cost of $22.8 million

and renovate existing geoclogy facilities at an estimated
additional cost of $§5.2 million.

In June 1987, the U. T. Board of Regents authorized a project

for remodeling of the former library for the Department of
Geological Sciences rather than for administrative offices in
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anticipation that such a use would permit U. T. El Paso to
meet its laboratory needs without incurring the cost of con-
structing a new science building. At that time, it was
anticipated that converting the former library building to a
laboratory rather than an office building would result in
higher costs.

Based on the architect's construction cost estimate, a total
project cost of $6.8 million will be incurred in converting
the building to a laboratory. This is a total project cost
of $77.58 per square foot, or $23.96 per square foot more
than the projected cost of an office building, but substan-
tially less than the cost of a new science laboratory. The
majority of the additional cost is associated with utilities,
casework and laboratory furnishing. Construction costs
excluding casework and contingency are estimated at $4.1 mil-
lion, or $46.78 per sguare foot.

Upon relocation of the geoclogical sciences to this building,
U. T. El Paso's immediate needs for additional laboratory
space will have been met. Some laboratory space currently
occupied by the geological sciences can be used by chemistry
and physics. Upon completion of the renovation project, the
space in the 13,674 foot Seamon Hall, the present location
of the Department of Geological Sciences, will be used only
minimally until new needs justify renovating it for other
uses. Seamon Hall was built over fifty years ago and has not
been renovated since. Removal of normal high intensity uses
from this historic building will reduce operating expenses
and allow U. T. El Paso to preserve it for future uses.

The project is included in the Capital Improvement Program at
$4.7 million, with $300,000 appropriated to date. The appro-
priated amount is adequate for completion of plans and speci-
fications. It is anticipated that plans and specifications can
be completed by October. At that time, U. T. El Paso will have
sufficient information on which to base recommendations for
financing the additional construction costs involved.

2. U. T. San Antonio - U. T. Institute of Texan Cultures -
San Antonio - Renovation of Public Areas, Second Segment
(Project No. 404=-614): Request for Approval of Final
Plans and Authorization to Advertise for Bids and for
Executive Commlttee to Award Contracts.--

RECOMMENDATION

The Office of the Chancellor concurs with the recommendation
of President Wagener that the U. T. Board of Regents:

a. Approve final plans and specifications for
the second segment of the Renovation of
Public Areas at the U. T. Institute of
Texan Cultures - San Antonio at an esti-
mated total project cost of $679,000

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

C. Authorize the Executive Committee to award

all contracts associated with this project
within the authorized total project cost.
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BACKGROUND INFORMATION

In accordance with authorization of the U. T. Board of Regents
in August 1987, final plans and specifications for the second
segment of the Renovation of Public Areas at the U. T. Insti-
tute of Texan Cultures - San Antonio have been prepared by the
Project Architect, 0O'Neill Conrad Oppelt, ‘San Antonio, Texas.

This second segment of the renovation work includes the con-
version of an apartment area. into conference and classroom
space and renovation of other areas within the building which
are inadequate to meet program needs of the U. T. Institute of
Texan Cultures - San Antonio including the storage of a rap-
idly growing collection of photographic archives. The esti-
mated construction cost is 5450,000 and the estimated total

" project cost is $679,000.

This project has been submitted to the Texas Higher Education
Coordinating Board and will be considered for approval at
its meeting on April 21-22, 1988.

This project is within the scope of the Capital Improvement
Program approved by the U. T. Board of Regents in October 1985.

3. U. T. San Antonio - U. T. Institute of Texan Cultures -
San Antonio - Renovation of Public Areas, Third Segment
(Project No. 404-614): Request for Project Authoriza=-
tion; Completion of Final Plans and Specifications,
Advertisement for Bids, and Award of Contracts by U. T.
San Antonio Administration; and Appropriation Therefor.--

RECOMMENDATION

The Office of the Chancellor concurs with the recommendation
of President Wagener that the U. T. Board of Regents:

a. Authorize a project for the third segment
. of Renovation of Public Areas at the U. T.
Institute of Texan Cultures - San Antonio
at an estimated total project cost of
§787,000

b.. Authorize completion of final plans and/or
specifications, advertisement for bids and
award of contracts by U. T. San Antonio
Administration with its own forces or
through contract services as required, in
consultation with the Office of Facilities
Planning and Construction

C. Appropriate $787,000 from Permanent Uni-

versity Fund Bond Proceeds for total
project funding.
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BACKGROUND INFORMATION

In October 1985, the U. T. Board of Regents approved, as part of
the Capital Improvement Program, projects totaling $2,130,000

at the U. T. Institute of Texan Cultures - San Antonio. In
February 1986, the first segment of this work was authorized

at an estimated total project cost of $250,000 and in

August 1987, a second segment of work was authorized at

an estimated total project cost of $679,000. See related

Item _2 on Page B&G - 3.

The third segment of work to be performed will include

(1) replacement of projection screens and equipment in dome
area, (2) complete replacement of building roof, (3) carpet
replacement in high traffic areas, and (4) an additional
paved drive area to allow large delivery and service vehicles
to maneuver.

Submission to the Texas Higher Education Coordinating Board of
the items contained in this project is not required. Some
ltems are equipment replacement and the costs of the others
‘are below the minimum requiring Coordinating Board considera-
tion.

4. U. T. Health Science Center - San Antonio - Research
Building (Project No. 402-666): Presentation of Pre-
liminary Plans; Request for Submission to Coordinating
Board; Authorization to Prepare Final Plans; and Addi-
tional Appropriation Therefor.--

RECOMMENDATION

The Office of the Chancellor concurs with the recommendation
of President Howe that the U. T. Board of Regents:

a. Approve preliminary plans for the construc-
tion of the Research Building at the U. T.
Health Science Center - San Antonio at an
estimated total project cost of $20,000,000
(excluding equipment)

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

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

d. Appropriate $500,000 from Permanent Univer-
sity Fund Bond Proceeds for fees and
administrative expenses through completion
of final plans and specifications. Previous
appropriations have been $450,000 from the
same source.

This item requires the concurrence of the Health Affairs
Committee. '
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BACKGROUND INFORMATION

In accordance with authorization of the U. T. Board of Regents
in April 1987, preliminary plans and a detailed cost estimate
for the construction of a Research Building at the U. T. Health
Science Center -~ San Antonio have been prepared by the Project
Architect, Marmon Barclay Souter Foster Hays, San Antonio,
Texas. :

The new Research Building will be a five-level, 124,250 gross
square foot facility providing imaging devices, laboratories,
offices, classrooms and animal holding facilities designed to
suppert a research imaging center, a clinical pharmacy and
pharmacology research program, and an eye research center.
The facility will be constructed near the existing campus of
the U. T. Health Science Center - San Antonio on a new 25 acre
tract conveyed to the U. T. Health Science Center - San
Antonio by the San Antonio Medical Foundation. The estimated
construction cost is $16,100,000 resulting in an average unit
cost of $129.57 per gross square foot. The estimated total
project cost, excluding scientific and research equipment,

is $20,000,000.

Funding for this project, which is within the scope of the
Capital Improvement Program approved by the U. T. Board of
Regents in January 1987, will be $10,000,000 from Permanent
University Fund Bond Proceeds and $10,000,000 from private
gifts.

This Research Building is part of the package, which includes
the U. T. Institute of Biotechnology, being cooperatively
developed with the Texas Research and Technology Foundation,
San Antonio, Texas. The total estimated project costs for the
Research Building ($28.5 million) and the Institute of Bio-
technology ($13.0 million) are $41.5 million. These costs
include a $3.0 million endowment for the U. T. Institute of
Biotechnology and $8.5 million for scientific and research
equipment in the Research Building.

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

Texas Research and Technology Foundation

(private sources) $26.0M
U. T. Permanent University Fund Bond

Proceeds 10.0M
U. T. Austin Pharmacy Foundation

(private sources) 1.0M
Federal Grants 4.5M
TOTAL $41.5M
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LAND AND INVESTMENT COMMITTEE

Committee Chairman Ratliff

Date: April 14, 1988

Time: Following the meeting of the Buildings and

Grounds Committee

Place: Caduceus Room, 6th Floor, Administration Building

U. T. Medical Branch - Galveston

I. Permanent University Fund

Investment Matters

Report on Clearance of Monies
to the Permanent University Fund
for January and February 1988
and Report on 0il and Gas Devel-
opment as of February 29, 1988

II. Common Trust Fund

U. T. System: Recommendation to
Amend The Charter of The University
of Texas System Common Trust Fund

III. Trust and Special Funds

Gifts,

Bequests and Estates

U. T. ARLINGTON

1.

Recommendation to Establish the
Automation and Robotics Research
Institute Endowment and the Auto-
mation and Robotics Research
Institute Chair

Recommendation to Accept Gifts
to Establish the Roger C. Dycus
Memorial Scholarship in Support
of Student Publications

AUSTIN

R. H. Bing Fellowship in Mathe-
matics in the College of Natural
Sciences ~ Recommendation to
Designate Previously Approved
Matching Funds Under The Regents'
Endowed Teachers and Scholars
Program and to Reduce Previously
Accepted Pledge and Matching
Funds Under The Regents' Endowed
Teachers and Scholars Program
(NO PUBLICITY)
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U. T. AUSTIN

4.

10.

11.

Recommendation to Accept Beguest and
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I. PERMANENT UNIVERSITY FUND

Investment Matters

Report on Clearance of Monies to the Permanent University Fund for January and February 1988 and Report on 0il and

Gas Development as of February 29, 1988.--The following reports with respect to (a) certaln monies cleared to the

Permanent University Fund for January and February 1988, and (b) 0il and Gas Development as of February 29, 1988,

are submitted by the Executive Vice Chancellor for Asset Management:

Permanent University Fund
Rovalty
0il
Gas
Sulphur
Water
Brine
Trace Minerals
Rental
01l and Gas Leases
Other
Sale of Sand, Gravel, Etc.

Total University Lands Receipts
Before Bonuses
Bonuses
011 and Gas Lease Sales
Amendments and Extensions to
Mineral Leases

Total University Lands Receipts
Gain or (Loss) on Sale of Securities

TOTAL CLEARANCES

Qil and Gas Development - February 29,

Cumulative
Through February

Cumulative
Through February
- of Preceding

Acreage Under Lease - 700,023

of this Fiscal Fiscal Year Per Cent
_January 1988 February 1988 Year (1587-1988) {1986-1987) Change
54,686,362.16 5 4,112,276.87 $28,556,683.04 § 22,796,800.59 25.27%
1,723,241.19 2,317,069.27 11,917,982.70 11,063,991.28 7.72%
10,000.00 15,000.00 65,091.65 60,000.00 8.49%
30,849.04 22,567.35 292,782.01 270,918.63 8.07%
4,118.90 5,067.94 26,412.91 16,793.78 57.28%
0.00 0.00 0.00 0.00 -
{1,955.03) 1,320.45 359,864.00 395,387.00 -8.98%
0.00 500.00 1,000.00 5,012.28 -80.05%
738.00 0.00 3,525.30 400.00 -
6,453,354.26 6,473,801.88 41,223,341.61 34,609,303.56 19.11%
0.00 2,042,345.34 3,567,241.98 3,007,941.58 18.59%
0.00 0.00 0.00 (6,293.56) -
6,453,354.26 8,516,147.22 44,790,583.59 37,610,951.58 19.09%
(1,424,165.15) 7,045;483.13 36,715,627.65 112,129,840.36 -67.26%
$5,029,189.11- $15,561,630.35 $81,506,211.24 5149,740,791.94 -45.57%
1988 )
Number of Producing Acres - 551,598 Number of Producing Leases - 2,401



II. COMMON TRUST FUND

U. T. System: Recommendation to Amend The Charter of
The University of Texas System Common Trust Fund.--

RECOMMENDAT ION

The Office of the Chancellor recommends that the U. T. Board
of Regents approve the following changes, effective as of
the fiscal year beginning September 1, 1987, set forth in
Congressional style in Article II1I, Item 2.f., Article 1V,
Item 3 and Article VI, Item 4 of The Charter of The Univer-
sity of Texas System Common Trust Fund as approved by the

U. T. Board of Regents at its December 1987 meeting:

ARTICLE III
Asset Valuation

2. f. Cash and temporary investments with less than a year
to maturity [eash-equivalentsry—eensisting-of-markek
rAst¥FumeRrEs-with-a-maximum-term-o£-270-days+] shall
be valued at their book value on the general ledger.

ARTICLE IV
Admissions and Withdrawals

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

ARTICLE VI
Fund Accounting
4, Any net cash income for a quarter which exceeds the
distribution amount for the quarter shall be retained in

the Income Reserve Account of the Fund. Sueh-¥etained
+neeme-shati-net-be-assigned-unrEs-2n-the-Fund-~

BACKGROUND INFORMATION

The proposed revision to the Charter will improve the fair-

ness of the pricing of units of the Common Trust Fund and
establish the standard endowment fund practice of accounting
for income reserve funds.
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III.

TRUST AND SPECIAL FUNDS

Gifts, Beguests and Estates

1. U. T. Arlington: Recommendation to Establish the
Automation and Robotics Research Institute Endow-
ment and the Automation and Robotics Research
Institute Chair.-- '

RECOMMENDAT ION

The 0ffice of the Chancellor concurs with President
Nedderman's recommendation to establish: (a) the Auto-
mation and Robotics Research Institute Endowment and

(b) the Automation and Robotics Research Institute Chair
with $1,000,000 each at U. T. Arlington with previously
approved gifts and pledges from the Fort Worth Chamber
Foundation, Inc.

Gifts in the amount of $1,000,000 have already been
received to fully fund the Automation and Robotics
Research Institute Endowment. Additional gifts and
pledges, yet to be received but expected to total
$1,000,000 by December 1, 1990, will fund the Automation
and Robotics Research Institute Chair. A proposal for
naming this Chair will be submitted at a future date.

BACKGROUND INFORMATION

Approval was granted at the August 1987 meeting of the
U. T. Board of Regents to accept $2,000,000 in gifts and
pledges from the Fort wWorth Chamber Foundation, Inc.,
with a recommendation as to designation for endowments
to be made at a future date.

2. U. T. Arlington: Recommendation to Accept Gifts to
Establish the Roger C. Dycus Memorial Scholarship
in Support of Student Publications.--

RECOMMENDATION

The Office of the Chancellor concurs with President
Nedderman's recommendation to accept $10,000 in gifts
from various donors to establish the Roger C. Dycus
Memorial Scholarship in support of Student Publications
at U. T. Arlington.

Income earned from the endowment will be used to reward
and retain talented newspaper students at U. T. Arlington.
The Roger C. Dycus Memorial Scholarship will consist of
one or two awards in the amount of $300 to $750 to be
granted on the basis of the recipient's value to the Stu-
dent Publications newspaper, The Shorthorn, and the
journalism profession. The scholarship will be adminis-
tered by a committee of professional journalists who
worked on the newspaper as students.
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BACKGROUND INFORMATION

Mr. John Dycus, various friends, and family members are fund-
ing this endowment in memocry of his late father, Mr. Roger C.
Dycus. Mr. Dycus is the Acting Head of Student Publications
at U. T. Arlington.

3. U. T. Austin: R. H. Bing Fellowship in Mathematics in
the College of Natural Sciences =~ Recommendation to
Designate Previously Approved Matching Funds Under The
Regents' Endowed Teachers and Schelars Program and to
Reduce Previously Accepted Pledge and Matching Funds
Under The Regents'! Endowed Teachers and Scholars Program
(NO PUBLICITY).--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's

recommendation to designate $50,000 in previously approved

matching funds from The Regents' Endowed Teachers and Scholars

Program for serial addition to five R. H. Bing Fellowships in
Mathematics and The Malcolm and Minda Brachman Fellowship in
Mathematics in Honor of R. H. Bing in the College of Natural
Sciences at U. T. Austin.

It is further recommended that a 550,000 pledge, payable by

August 31, 1989, by Mr. James M. Vaughn, Jr. Vaughn Foundation

Fund, Houston, Texas, for addition to the six Fellowships be
reduced to $25,000 and previously approved matching funds of
$25,000 from The Regents' Endowed Teachers and Scholars Pro-
gram be returned to that Program.

With approval of these actions; all six endowments will now
be funded at $100,000 each.

BACKGROUND INFORMATION

The first R. H. Bing Fellowship 1in Mathematics was estab-
lished at the February 1985 meeting of the U. T. Board of
Regents with a gift and pledge totaling $50,000 from the
Vaughn Foundation Fund, Houston, Texas. The gift and pledge
qualified for matching under The Regents' Endowed Teachers
and Scholars Program and were to be designated at a later
date. At the December 1985 meeting, a $137,500 challenge
grant from an anonymous donor and gifts and pledges total-
ing $137,500 from various donors, including a $62,500 pledge
from the James M. Vaughn, Jr. Vaughn Foundation Fund, were
accepted for addition to the R. H. Bing Fellowship in Mathe-
matics and for establishment of five new endowments with the
same title. These gifts and pledges qualified under The
Regents' Endowed Teachers and Scholars Program and funds were
used for serial addition to the six endowments. At the

June 1986 meeting of the Board, the second R. H. Bing Fellow-
ship in Mathematics was redesignated as The Malcolm and Minda
Brachman Fellowship in Mathematics in Honor of R. H. Bing.

NO PUBLICITY
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4. U. T. Austin: Recommendation to Accept Bequest and Trust
Distribution to Establish the Harold €. and Mary D. Bold
Regents Professorship of Cryptogamic Botany (Phycology)
in the College of Natural Sciences and Eligibility for
Matching Funds Under The Regents' Endowed Teachers and
Scholars Program to Establish the Mary D. Bold Regents
Professorship of Music in the College of Fine Arts.--

RECOMMENDAT ION

The Office of the Chancellor concurs with President Cunningham's
recommendation to accept a $50,000 bequest and a $50,000 trust
distribution for a total of $100,000 from the Estates of

Harold C. and Mary D. Bold, Austin, Texas, to establish the
Harold C. and Mary D. Bold Regents Professorship of Crypto-
gamic Botany (Phycology) in the Department of Botany, College

of Natural Sciences, at U. T. Austin.

It is further recommended that $100,000 of the bequest and
trust distribution be matched under The Regents' Endowed
Teachers and Scholars Program and used to establish the

Mary D. Bold Regents Professorship of Music in the Department
of Music, College of Fine Arts, at U. T. Austin.

A final report and recommendation regarding a possible resid-
ual estate distribution for establishment of a scholarship
fund in music will be submitted when information becomes
avalilable.

BACKGROUND INFORMATION

Dr. Harold C. Bold, deceased December 17, 1987, joined the
U. T. Austin faculty in 1957 as Professor of Botany and was
Chairman of the department from 1962 to 1967. He was named
the C. L. Lundell Professor of Systematic Botany in 1975 and
was Professor Emeritus of Botany at U. T. Austin at the time
of his death.

5. U. T. Austin: Recommendation to Establish the Class
of 1962 Scholarship in the School of Law.--

RECOMMENDATION

The Office of the Chancellor reports that The University of
Texas Law School Foundation (an external foundation) has
expressed the desire that the Class of 1962 Scholarship be
established in the School of Law at U. T. Austin. The Office
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of the Chancellor concurs with President Cunningham's recom-
mendation that the endowment, to be funded by The University
of Texas Law School Foundation, be established in accordance
with the Regents' Rules and Requlations. The funds for the
endowment will be held and administered by The University of
Texas Law Schocol Foundation and income earned will be awarded
at the discretion of the Dean of the School of Law or his
designated representative.

BACKGROUND INFORMATION

The University of Texas Law School Foundation has received
510,000 from the members of the Class of 1962 School of Law
at U. T. Austin.

6. U. T. Austin: Recommendation to Accept Gifts to Estab-
lish the Wilbur J. Cohen Professorship in Health and
Social Policy in the Lyndon B. Johnson School of Public
Affairs and Eligibility for Matching Funds Under The
Regents' Endowed Teachers and Scholars Program.--

RECOMMENDAT ION

The Office of the Chancellor concurs with President Cunningham's
recommendation to accept a $100,000 gift from the Henry J.
Kaiser Family Foundation, Menloc Park, California, and gifts of
$57,166 from various donors for a total of $157,1l66 to estab-
lish the Wilbur J. Cohen Professorship in Health and Social
Policy in the Lyndon B. Johnson School of Public Affairs at

‘U. T. Austin.

It is further recommended that $78,583 of the gifts be eligi-
ble for matching under The Regents' Endowed Teachers and
Scholars Program and used to increase the endowment to a
total of $235,749.

BACKGROUND INFORMATION

The Henry J. Kaiser Family Foundation was founded in 1948 by
industrialist Henry J. Kaiser and his wife. The Foundation
has focused its support on health care program areas.

Dr. Wilbur J. Cohen, deceased May 17, 1987, was a professor
of public affairs at U. T. Austin from 1980 until his death
and was a former holder of the Sid Richardson Chair in Public
Affairs. Dr. Cohen was also a former U. S. Secretary of
Health, Education, and Welfare.
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7. U. T. Austin: Raymond V. and Lucy Cruce Endowed
Scholarship in Engineering in the College of Engineer-
ing - Recommendation to Amend Use of Income.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to amend the use of income from the Raymond V.
and Lucy Cruce Endowed Scholarship in Engineering in the Col=-
lege of Engineering at U. T. Austin to include awards to both
deserving undergraduate and graduate students in the College

of Engineering. '

BACKGROUND INFORMATION

The Raymond V. and Lucy Cruce Endowed Scholarship in Engineer-
ing was established at the April 1987 meeting of the U. T.
Board of Regents with a $5,000 gift and $5,000 pledge from

Mr. and Mrs. Raymond V. Cruce, Houston, Texas. This amend-
ment serves to fulfill the donor's original intention in
allowing the College of Engineering to maintain maximum flex-
ibility in awarding the scholarships.

8. U. T. Austin: Recommendation to Accept Gift to Estab-
lish the Dean's Scholar Susan Clark Leadership Award
Fund 1n the College of Natural Sclences.=-

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to accept a 510,000 gift from Mr. and

Mrs. Pat E. Clark, Houston, Texas, to establish the Dean's
Scholar Susan Clark Leadership Award Fund in the College of
Natural Sciences at U. T. Austin.

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

BACKGROUND INFORMATION

The Dean's Scholar Program is an honors program in the College
of Natural Sciences which serves to attract and train the very
best science students. Ms. Susan Clark received her B.S. in
Mathematics from U. T. Austin in 1987 and was in the initial
Dean's Scholar Program class. Ms. Clark's parents are funding
this endowment in honor of her achievements while in this
Program.
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9. U. T. Austin: Recommendation to Accept Gift of Securi-
ties and Cash to Establish the Back Sandra Dyche Endowed
Presidential Scholarship and the W. E. Dyche Endowed
Presidential Scholarship in the School of Law and Eligi-
bility for Matching Funds Under The Regents' Endowed
Student Fellowship and Scholarshlp Program.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to accept a gift of various securities valued

at 530,597.98 and $21,527.61 in cash for a total of §52,125.59

from the Dyche Foundation, Houston, Texas, to establish the  —7°
Back Sandra Dyche Endowed Presidential Scholarship with

$26,062.79 and the W. E. Dyche Endowed Presidential Scholar-

ship with $26,062.80 in the School of Law at U. T. Austin.

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

It is further recommended that $26,062.79 in matching funds
be allocated under The Regents' Endowed Student Fellowship
and Scholarship Program and used to increase the two endow-
ments respectively with $13,031.39 and $13,031.40 of the
funds.

BACKGROUND INFORMATION

Mr. W. E. Dyche, Jr. received his LL.B. from U. T. Austin
in 1931 and practiced law in Houston, Texas, until his death
March 11, 1987. Mr. Dyche founded the Dyche Foundation

in 1978. His wife, Back Sandra Dyche, is associated with
Dyche Investments, Houston, Texas.

10. U. T. Austin: Richard J. Gonzalez Regents Chair in
~ Economlc Progress Based on Freedom and Private Enter- — —-
prise 1n the College of Liberal Arts - Recommendation
to Transfer Previously Designated Matching Funds Under
The Regents' Endowed Teachers and Scholars Program to
the Clint W. Murchison, Sr. Chair of Free Enterprise
in the College of Engilneering.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to transfer $644,812.16 in previously desig-
nated matching funds from The Regents' Endowed Teachers and
Scholars Program in the Richard J. Gonzalez Regents Chair in
Economic Progress Based on Freedom and Private Enterprise in

the College of Liberal Arts to the Clint W. Murchison, Sr.

Chair of Free Enterprise in the College of Engineering at

U. T. Austin.

L&I - 13



BACKGROUND INFORMATION

The Richard J. Gonzalez Regents Chair in Economic Development
Based on Freedom and Private Enterprise was established at
the April 1984 meeting of the U. T. Board of Regents with a
waiver of life interest in the Loraine O'Gorman Gonzalez
Trust by Dr. Richard J. Gonzalez, Austin, Texas, that totaled
$644,812.16. The funds qualified for matching under The
Regents' Endowed Teachers and Scholars Program and were used
to increase the endowment. At the February 1987 meeting, the
endowment was redesignated as the Richard J. Gonzalez Regents
Chair in Economic Progress Based on Freedom and Private Enter-
prise. The Chair of Free Enterprise was established at the
May 1976 Board meeting with gifts from various donors and was
redesignated as the Clint W. Murchison, Sr. Chair of Free
Enterprise at the August 1985 meeting with a $750,000 pledge
from Mrs. Virginia L. Murchison, Athens, Texas.

Dr. Gonzalez has requested this transfer in order to assist
the Clint W. Murchison, Sr. Chair of Free Enterprise in ful- -
filling its responsibility to promote understanding and
appreciation of the American Heritage of freedom and free
enterprise in secondary and elementary schools, in addition
to its work at the university level with industry and gov-
ernment. This Chair now has an organization of volunteers,
Friends of American Heritage Education, which assists in its
work with secondary and elementary schools. In 1986, the
Chair sponsored workshops on "Freedom: Our American Heritage"
in 18 of the regional service centers of the Texas Education
Agency.

11. U. T. Austin: Recommendation to Accept Gifts and
Pledges to Establish the Lorrin Kennamer Endowed Presi-
dential Scholarship for Future Teachers in the College
of Education and Eligibility for Matching Funds Under
The Regents' Endowed Student Fellowship and Scholarship

Program -

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to accept $20,040 in gifts and $4,960 in pledges
from various donors for a total of $25,000 to establish the
Lorrin Kennamer Endowed Presidential Scholarship for Future
Teachers in the College of Education at U. T. Austin.

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

It is further recommended that $12,500 in matching funds be
allocated under The Regents' Endowed Student Fellowship and
Scholarship Program as gifts and pledges are received and
used to increase the endowment for a total of 537,500.

BACKGROUND INFORMATION

Dr. Lorrin G. Kennamer, Austin, Texas, has served as Dean of
the College of Education at U. T. Austin for eighteen years.
He is the holder of the Ruth Knight Millikan Centennial
Professorship in the College of Education.
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12. U. T. Austin: Ronald D. Krist Endowment Fund in the
school of Law - Recommendation to Accept Additional Gift
and Transfer of Funds and Eligibility for Matching Funds
Under The Regents' Endowed Student Fellowship and Schol-
arship Program.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to accept a $15,000 gift from Mr. Ronald D.

Krist, Houston, Texas, and a $7,500 transfer of previously

reported gifts from current restricted funds for addition to

the Ronald D. Krist Endowment Fund in the School of Law at  —°
U. T. Austin.

It is further recommended that $7,500 in matching funds be
allocated under The Regents' Endowed Student Fellowship and
Scholarship Program and used to increase the endowment to a
total of $55,000. '

BACKGROUND INFORMATION

The Ronald D. Krist Endowment Fund was established at the
February 1984 meeting of the U. T. Board of Regents with a
$25,000 gift from Mr. Ronald D. Krist. Mr. Krist received
his B.B.A. in 1960 and his LL.B. in 1962 from U. T. Austin.
He is a partner in the law firm of Krist, Gunn, Weller,
Neumann & Morrison, Houston, Texas.

13. U. T. Austin: Audre and Bernard Rapoport Regents Chair
of Liberal Arts in the College of Liberal Arts - Recom-
mendation to Accept Transfer of Funds and Eligibility
for Matching Funds Under The Regents' Endowed Teachers
and Scholars Program (NO PUBLICITY).--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to accept a $43,923.18 transfer of previously
reported gifts from current restricted funds for addition to

the Audre and Bernard Rapoport Regents Chair of Liberal Arts

in the College of Liberal Arts at U. T. Austin.

It is further recommended that the $43,923.18 transfer be

eligible for matching under The Regents' Endowed Teachers and

Scholars Program and funds used to increase the endowment for .
a total of $601,618. S
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BACKGROUND INFORMATION

The Bernard Rapoport Centennial Chair in Economics and Public
Affairs was established at the February 1982 meeting of the

U. T. Board of Regents with a gift and pledge totaling $500,000
from Mr. Bernard Rapoport, Waco, Texas, and was redesignated at
the June 1985 meeting as the Audre and Bernard Rapoport Centen-
nial Chair in Economics and Public Affairs. The gift and
pledge qualified for matching under The Centennial Teachers

and Scholars Program of which $100,000 was used to establish
the first Rapoport Centennial Professorship of Liberal Arts.
Additional gifts to various endowments qualified for matching
under The Regents' Endowed Teachers and Scholars Program and
matching funds of $400,000 were designated for the Rapoport
Centennial Professorship of Liberal Arts, and it was redesig-
nated as the Audre and Bernard Rapoport Regents Chair of
Liberal Arts at the August 1986 Board meeting.

NO PUBLICITY

14. U. T. Austin: Richardson Savings & Loan Association/
Clifton W. Cassidy III Centennial Professorship in
Savings and Loans 1n the College of Business Administra-
tion and the Graduate School of Business - Recommenda-
tion to Redesignate as the Richardson Savings and Loan
Association Centennial Professorship in Finance.--

RECOMMENDATION

The QOffice of the Chancellor concurs with President Cunningham's
recommendation to redesignate the Richardson Savings & Loan
Association/Clifton W. Cassidy III Centennial Professorship

in Savings and Loans in the College of Business Administration
and the Graduate School of Business as the Richardson Savings
and Loan Association Centennial Professorship in Finance at

U. T. Austin.

This recommendation is being made in accordance with the
donor's request.

BACKGROUND INFORMATION

The Clifton W. Cassidy, Jr. Centennial Professorship in
Savings and Loans was established at the February 1984 meet-
ing of the U. T. Board of Regents with a gift of $25,000 and
a pledge of $75,000 from Mr. Clifton W. Cassidy, Jr., Dallas,
Texas. The pledge of $75,000 was funded over a period of
three years with Certificates of Deposit funded by Richardson
Savings and Loan Association. This gift and pledge qualified
under The Regents' Endowed Teachers and Scholars Program and
matching funds were used to establish the Richardson Savings &
Loan Assoclation/Clifton W. Cassidy III Centennial Professor-
ship in Savings and Loans.

Mr. Clifton W. Cassidy, Jr., formerly Chairman of Richardson
Savings and Loan Association, 1s no longer employed by
Richardson Savings and Loan Association. Mr. Joe Harris, the
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present Chief Executive Officer, on behalf of the Board of
Directors, requests that the name of the matching Professor-
ship be redesignated as the final $75,000 of the endowment
gifts were given by Richardson Savings and Loan Association,
Dallas, Texas.

15. U. T. Austin: Recommendation to Accept Gift and Pledge
and Corporate Matching Funds to Establish the I. F.
Riggs Memorial Endowed Presidential Scholarship in Edu-
cation in the College of Education and Eligibility for
Matching Funds Under The Regents' Endowed Student Fel-
lowship and Scholarship Program.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to accept a $2,500 gift and $12,500 pledge,
payvable by December 31, 1988, from Mrs. Ina Riggs Brundrett,
Tyler, Texas, and $10,000 in corporate matching funds from

the Exxon Educational Foundation, Florham Park, New Jersey,

for a total of $25,000 to establish the I. F. Riggs Memorial
Endowed Presidential Scholarship in Education in the College

of Education at U. T. Austin.

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

It is further recommended that $12,500 in matching funds be
allocated under The Regents' Endowed Student Fellowship and
Scholarship Program as gifts and pledges are received and
used to increase the endowment for a total of $37,500.

BACKGROUND INFORMATION

Mrs. Ina Riggs Brundrett attended U. T. Austin in 1950 and
has been a continuous supporter of the University. She is
funding this endowment in honor of her late father, Ira
Franklin Riggs. '

16. U. T. Austin: Recommendation to Establish the Z. T.
Scott Family Chair in Drama and the Z. T. Scott Family
Endowment for the Performing Arts 1n the College of Fine
Arts.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to establish the Z. T. Scott Family .Chair in
Drama in the College of Fine Arts at U. T. Austin with pro-
ceeds of $500,500 from the sale of the Scott House - Sweetbrush.
It is further recommended that interest earned on designated
fund account balances in the amount of $500,500 be used to
match the proceeds and to establish the Z. T. Scott Family
Endowment for the Performing Arts in the College of Fine Arts

to support the professional performing art series offered by

U. T. Austin.
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BACKGROUND INFORMATION

The Scott House - Sweetbrush, Austin, Texas, was accepted by
the U. T. Board of Regents at the April 1982 meeting from
Mrs. Sallie Lee Scott, deceased 1982. The property was
approved for sale at the August 1987 meeting for $500,500
with the use of the funds to be designated at a later date.
The beneficiaries of the Estate of Mrs. Scott have agreed to
the recommended designation of the funds for use by the Col-
lege of Fine Arts.

Dr. and Mrs. 2. T. Scott obtained the house, built in 1853 by
Abner Cook for John Swisher, and began restoration in 1929 by
dismantling the house brick by brick and moving it to the
present location overlooking Lake Austin., After Mrs. Scott
deeded the historical home to U. T. Austin, it was designated
as the future home of the President of U. T. Austin but
remained vacant prior to the sale in 1987. Dr. Z. T. Scott
was the Chief of Staff of Brackenridge Hospital. Their son,
Zachary Scott, Jr., was a famous Hollywood actor.

17. U. T. Austin: Jean Andrews Smith Centennial Visiting
Professorship in Human Nutrition and the Jean Andrews
Smith Centennial Visiting Professorship in Tropical
and Economic Botany in the College of Natural Sciences -
Recommendation to Redesignate as the Jean Andrews Cen-
tennial Visiting Professorship in Human Nutrition and
the Jean Andrews Centennial Visiting Professorship 1n
Tropical and Economi¢ Botany.--

RECOMMENDATION

The Office of the Chancellor concurs with President Cunningham's
recommendation to redesignate the Jean Andrews Smith Centen-
nial Visiting Professorship in Human Nutrition and the Jean
Andrews Smith Centennial Visiting Professorship in Tropical

and Economic Botany in the College of Natural Sciences at

U. T. Austin as the Jean Andrews Centennial Visiting Profes-
sorship in Human Nutrition and the Jean Andrews Centennial
Visiting Professorship in Tropical and Economic Botany.

This recommendation is being made in accordance with the
donor's request.

BACKGROUND INFORMATION

The Jean Andrews Smith Centennial Visiting Professorship in
Human Nutrition was established at the June 1983 meeting of
the U. T. Board of Regents with a $25,000 gift and $25,000
pledge from Dr. Jean Andrews. The gift qualified for match-
ing under The Centennial Teachers and Scholars Program and
was used to establish the Jean Andrews Smith Centennial
Visiting Professorship in Tropical and Economic Botany.

Dr. Andrews, a writer and artist, received her B.S. in Home
Economics from U. T. Austin 1in 1944.
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18. U. T. Austin: Recommendation to Accept Gift and Pledge
to Establish the Structural Geoclogy and Tectonics Fund
in the College of Natural Sciences.--

RECOMMENDAT ION

The Office of the Chancellor concurs with President Cunningham's _
recommendation to accept a $20,000 gift and an $80,000 pledge, S
payable in four annual installments, from an anonymous donor

for a total of $100,000 to establish the Structural Geology

and Tectonics Fund in the Department of Geological Sciences,

College of Natural Sciences, at U. T. Austin.

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

BACKGROUND INFORMATION

Structural geology and tectonics is a field basic to the geo-
logical sciences with broad implications for both the funda-
mental understanding of earth processes and the concentration
of potentially economic energy and mineral resources.

19. U. T. Austin: Recommendation to Establish the Thompson &
Knight Harold F. Kleinman Scholarship in the School of
Law, -~

RECOMMENDATION

The Office of the Chancellor reports that The University of
Texas Law School Foundation (an external foundation) has
expressed the desire that the Thompson & Knight Harold F.
Kleinman Scholarship be established in the School of Law at
U. T. Austin. The Office of the Chancellor concurs with
President Cunningham's recommendation that the endowment, to
be funded by The University of Texas Law School Foundation,
be established in accordance with the Regents' Rules and
Regulations. The funds for the endowment will be held and
administered by The University of Texas Law School Founda-
tion and income earned will be awarded to a student on the
basis of need or a demonstrated seriousness toward the study
of law.

BACKGROUND INFORMATION

The University of Texas Law School Foundation has received

a $10,000 gift from Thompson & Knight, Dallas, Texas, to honor
one of their members, Mr. Harold F. Kleinman. Mr. Kleinman
received his B.B.A. in 1952 and his LL.B. in 1954 from U. T.
Austin.
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20. U. T. Austin: Recommendation to Accept Gift and Pledges
to Establish the Times Mirror Minority Scholarship Fund
in the College of Communication and Eligibility for
Matching Funds Under The Regents' Endowed Student Fel-
lowship and Scholarship Program.--

RECOMMENDAT ION

The Office of the Chancellor concurs with President Cunningham's
recommendation to accept a $25,000 gift and $45,000 pledge,
payable by August 31, 1991, from Times Mirror Foundation, Los
Angeles, California, and a $30,000 pledge from KTBC - TV,
Austin, Texas, owned by Times Mirror Broadcasting, Los Angeles,
California, payable by August 31, 1991, for a total of $100,000
to establish the Times Mirror Minority Scholarship Fund in the
College of Communication at U. T. Austin.

Income earned from the endowment will be used to award schol-
arships to deserving minority students in the College of Com-
munication.

It is further recommended that as the gift and pledges are
received, $50,000 in matching funds be allocated under The
Regents' Endowed Student Fellowship and Scholarship Program
and used to increase the endowment for a total of $150,000.

BACKGROUND INFORMATION

The Times Mirror Foundation and KTBC - TV are funding this
endowment to assist minorities with employment opportunities
in the media.

21. U. T. Austin: Recommendation to Establish the John S.
wWatson/Charles T. Newton, Jr. Scholarship in the School
of Law.==

RECOMMENDATION

The Office of the Chancellor reports that The University of
Texas Law School Foundation (an external foundation) has
expressed the desire that the John S. Watson/Charles T.
Newton, Jr. Scholarship be established in the School of Law
at U. T. Austin. The Office of the Chancellor concurs with
President Cunningham's recommendation that the endowment, to
be funded by The University of Texas Law School Foundation,
be established in accordance with the Regents' Rules and
Regulations. The funds for the endowment will be held and
administered by The University of Texas Law School Founda-
tion and income earned will be awarded to a third year law
student in financial need who has accepted a position as a
state or federal judicial clerk following graduation.
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BACKGROUND INFORMATION

The University of Texas Law School Foundation has received
$15,200 from Mr. John S§. Watson and Mr. Charles T. Newton, Jr.

22. U. T. El Paso: Recommendation to Accept Gifts to Estab-
lish the International Mining Days Scholarship Fund.--

RECOMMENDATION

The Office of the Chancellor concurs with President Natalicio's

recommendation to accept $10,000 in gifts from various donors
to establish the International Mining Days Scholarship Fund
at U. T. El Paso.

Income earned from the endowment will be used to award schol-

arships in accordance with the Endowed Presidential Scholar-
ship guidelines.

BACKGROUND INFORMATION

Fund raising for this endowment was initiated by Mr. Frank
Weidner, Co-Chairman of the International Mining Days Com-
mittee from the El Paso Chamber of Commerce, in conjunction
with Mr. John Shaw, a member of the Board of Directors of the
Alumni Association of U. T. El1 Paso, in an effort to assist
students who intend to enter the mining and extractive metal-
lurgy industries. '

23. U. T. El Paso: Recommendation to Accept Gifts to Estab-
lish the Dr. W. Turrentine Jackson History Fund.--

RECOMMENDATION

The Office of the-Chancellor concurs with President Natalicio's

recommendation to accept $10,000 in gifts from various donors
to establish the Dr. W. Turrentine Jackson History Fund at
U. T. E1 Paso.

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

BACKGROUND INFORMATION

Dr. W. Turrentine Jackson graduated with a B.A. in History
from U. T. E1 Paso in 1935. He received the Gold Nugget

Award for Alumni Leadership in the College of Liberal Arts
in 1984, based upon his outstanding academic achievements.
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24. U. T. Medical Branch - Galveston: The John Sealy
Memorial Endowment Fund for Biomedical Research - Recom-
mendation to Accept Additional Gift and Transfer of
Funds.--

RECCMMENDATION

The Office of the Chancellor concurs with President James!'
recommendation to accept a §5,000,000 gift from The Sealy &
smith Foundation for the John Sealy Hospital, Galveston, Texas,
and a 55,000,000 transfer of institutional funds for a total of
$10,000,000 for addition to The John Sealy Memorial Endowment
Fund for Biomedical Research at the U. T. Medical Branch -
Galveston, bringing the endowment to a total of $20,000,000.

This transfer of U. T. Medical Branch - Galveston institu-
tional funds is authorized by a Rider in the current Appro-
priations Bill.

Distributions from the Fund, as outlined in the previously
established Endowment Agreement, will be used to support bio-
medical research, defined as "all investigative endeavors
into the biological and physical systems that relate to the
understanding, prevention and treatment of human diseases and
trauma."

BACKGROUND INFORMATION

The John Sealy Memorial Endowment Fund for Biomedical
Research was established at the December 1986 meeting of the
U. T. Board of Regents with $5,000,000 from the Foundation
and $5,000,000 in institutional matching funds. It is both
funded and managed in two separate segments ("Part A and

Part B"). Biomedical Fund-Part A is seeded by The Sealy &
Smith Foundation grant and is under the joint management and
control of The Sealy & Smith Foundation and the U. T. Board
of Regents. Biomedical Fund-Part A is to remain in First
RepublicBank Galveston, as the trustee bank. The U. T. Board
of Regents is to retain exclusive management, custody and
control of Biomedical Fund-Part B, in the University's Common
Trust Fund or otherwise, at the discretion of the U. T. Board
of Regents. Both Part A and Part B of the Biomedical Fund
are authorized to accept additional grants from any source,
including but not limited to additional Sealy & Smith Founda-
tion grants, subject to the terms of the Endowment Agreement
and Regental approval.
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25. U. T. Health Science Center - Houston: Isla Carroll
Turner Professorship 1n Gerontology - Recommendation to
Apply Funds from Sale of Previously Reported Gift of
Securities and Transfer of Institutional Funds to Estab-
lish the Roy M. and Phyllis Gough Huffington Chailir 1n
Neurology and the Roy M. and Phyllis Gough Huffington
Chalr 1n Gerontology; Addition to the Isla Carroll
Turner Professorship in Gerontology, All in the U. T.
Medical School - Houston, and Eligibilitv for Matching
Funds Under the Texas Eminent Scholars Program.--

RECOMMENDATION

The Office of the Chancellor concurs with Interim President
Ribble's recommendation to accept a $1,000,000 transfer of
funds representing the proceeds of the sale of a previously
reported gift of 1,000 shares of Huffington Corporation con-
vertible preferred stock valued at $1,000,000 from Mr. and
Mrs. Roy M. Huffington, Houston, Texas, and a $200,000 trans-
fer of MSRDP funds for the U. T. Health Science Center =
Houston to be used as follows:

a. Addition of $200,000 from the $1,000,000 gift
to increase the previously established endow-
ment for the Isla Carroll Turner Professorship
in Gerontology for a total of $300,000

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

C. Establishment of the Roy M. and Phyllis Gough
Huffington Chair in Gerontology with $300,000
of the previously reported gift and a $200,000
transfer of MSRDP funds for a total of
$500,000.

It is further recommended that the actual income which will
be earned on the $1,000,000 previously reported gift be cer-
tified to the appropriate State authorities for matching
under the Texas Eminent Scholars Program as set out in Chap-
ter 51, Subchapter I of the Texas Education Code, when match-
ing funds are made available under that act.

BACKGROUND INFORMATION

Mr. Roy M. Huffington is Chairman of the Board of Roy M.
Huffington, Inc., Houston, Texas, an international petroleum
corporation. He gave the gift of securities valued at
$1,000,000 in December 1985 and repurchased the stock for
that amount in December 1987. He has stipulated that the
incumbents of the proposed three Chairs shall commit them-
selves to collaborative interprofessional efforts for the
benefit of elderly patients, and shall form an essential core
for a health science center-wide multiprofessional activity
focused upon the aged.

See Item 5 on Page HAC - 4 related to proposed appointment
to the Roy M. and Phyllis Gough Huffington Chair in Neurology.
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26. U. T. Health Science Center - Houston: Recommendation
to Accept Gift and Transfer of Funds to Establish the
Research Projects in Academic Surgeryv Endowment.--

RECOMMENDATION

The Office of the Chancellor concurs with Interim President
Ribble's recommendation to accept a $10,000 gift from

Mrs. T. Deborah Chang-Tung, Honolulu, Hawaii, and a $10,000
transfer of MSRDP funds for a total endowment of 520,000 to
establish the Research Projects in Academic Surgery Endow-
ment at the U. T. Health Science Center - Houston.

Income earned from the endowment will be used to support gen-
eral surgical residents who want to pursue an academic career
in surgery. It is the donor's wish that method of distribu-
tion, amount, and number of awards made be left to the dis-
cretion of the Department of Surgery.

BACKGROUND INFORMATION

Mrs. Chang-Tung is the mother of a former resident in General
Surgery at the U. T. Health Science Center - Houston.

27. U. T. Health Science Center - San Antonio: Recommenda-
tion to Accept Gifts and Transfer of Funds to Establish
the John J. Hinchey Professorship in Orthopaedics.--

RECOMMENDATION

The Office of the Chancellor concurs with President Howe's
recommendation to accept $61,700 in gifts from various donors
and a 550,000 transfer of MSRDP funds for a total endowment
of $111,700 to establish the John J. Hinchey Professorship in
Orthopaedics at the U. T. Health Science Center - San Antonio.

Income earned from the endowment will be used to support the

Professorship. A nominee for holder of the Professorship
will be presented at a later date.

BACKGROUND INFORMATION

Dr. Hinchey is a prominent orthopaedic surgeon in San
Antonio. The fund raising campaign for this Professorship
will continue, with the hope that the ultimate endowment will
be sufficient to establish it as a Chair in the Department of
Orthopaedics.
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28. U. T. Cancer Center: Recommendation to Accept Gift and
Pledge to Establish the David Bruton, Jr. Fellowship in
Clinical Pastoral Education.--

RECOMMENDATION o

The Office of the Chancellor concurs with President LeMaistre's
recommendation to accept a $130,000 gift and a pledge of
$130,000, pavable in 1988, for a total of $260,000 from the
David Bruton, Jr. Charitable Trust, Dallas, Texas, to estab-
lish the David Bruton, Jr. Fellowship in Clinical Pastoral
Education at the U. T. Cancer Center.

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

BACKGROUND INFORMATION

Mr. David Bruton, Jr., deceased December 30, 1979, estab-
lished in his Will The David Bruton, Jr. Charitable Trust
funded with assets from his residuary estate. A full report
regarding the Trust with supporting details was presented at
the May 1980 meeting of the U. T. Board of Regents. This
fellowship program will provide much spiritual support for
U. T. M.D. Anderson Hospital - Houston patients.

29. U. T. Cancer Center: Recommendation to Accept Bequest
from the Estate of Lessley S. Keese, Beaumont, Texas.--

RECOMMENDATION

The Office of the Chancellor concurs with President LeMaistre's
recommendation to accept a bequest estimated at $700,000
comprised of cash and mineral interests, with distributions
received to date of $409,022.90, from the Estate of Lessley S.
Keese, Beaumont, Texas, for the benefit of the U. T. Cancer
Center with a designation of funds and final report to be made
at a later date.

BACKGROUND INFORMATION

Mr. Lessley S. Keese, deceased June 20, 1987, named the U. T.
Cancer Center as the charitable remainderman in his Last wWill
and Testament.
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30. U. T. Cancer Center: Recommendation to Accept an Undi-
vided 19.8% Interest in 4,800 Acres Located 1n Kleberg
County, Texas; Authorize the Office of Asset Management
to Negotiate the Sale of the Property; and Authorize the
Executive Vice Chancellor for Asset Management to Exe-
cute All Documents Pertalning to the Sale.--

RECOMMENDATION

The Office of the Chancellor concurs with the recommenda-
tion of President LeMaistre to accept a gift of land from
Mrs. Virginia Jones Mullin, Tucson, Arizona, conveying an
undivided 19.8% interest in 4,800 acres of land on Padre
Island in Kleberg County, Texas, including her individual
interest as well as her interest as the sole stockholder

in four corporations. The donor's estimated value of this
property donation is in excess of $1.0 million. This deed
includes the conveyvance of the surface as well as her right,
title, and interest in oil, gas and other minerals and also
includes all present and future accretions, relictions and
other alluvial additions to these lands. Proceeds from the
sale of the property will be used for the benefit of U. T.
M.D. Anderson Hospital - Houston.

It is further recommended that the Office of Asset Manage-
ment be authorized to negotiate the sale of the property at
fair market value and that the Executive Vice Chancellor
for Asset Management be authorized to execute all documents
pertaining to the sale.

BACKGROUND INFORMATION

At the August 1986 meeting, the U. T. Board of Regents
accepted a generous donation of property in Cameron County,
Texas, from Mrs. Mullin. This donation consisted of 2,350
acres and has an estimated value of $1,175,000.

IVv. INTELLECTUAL PROPERTY

1. U. T. Austin: Recommendation for Approval of Patent
and Technology License Agreement with Parker Kinetic
Designs, Inc., a Texas Corporation, Austin, Texas.--

Negotiations with regard to this License Agreement are
continuing. If appropriate, a recommendation will be
forthcoming at the time of the Board meeting.
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Iv.

LAND AND INVESTMENT COMMITTEE
SUPPLEMENTAL MATERIAL

April 14, 1988

INTELLECTUAL PROPERTY

1. U. T. Austin: Recommendation for Approval of
Patent and Technology License Agreement with
Parker Kinetic Designs, Inc., a Texas Corpora-
tion, Austin, Texas.--

RECOMMENDATION

The Office of the Chancellor concurs with the recommenda-
tion of President Cunningham that (a) approval be given
to a new proposed Patent and Technology License Agree-
ment and accompanying Shareholders Agreement between The
University of Texas at Austin ("U. T. Austin") and
Parker Kinetic Designs, Inc., a Texas corporation
("PKD"), Austin, Texas, as set out on Pages L&I 26c - 26X,
and (b) approval in principle be given to the future
transfer by U. T. Austin of one-half (i.e, five percent)
of its equity in PKD to the inventors of the technolo-
gies licensed in the License Agreement, the timing of

the future transfer and allocation of eguity among the
inventors to be the subject of a future agenda item.

BACKGROUND INFORMATION

A license agreement with Parker Kinetic Designs ("PKD")
was originally approved by the U. T. Board of Regents at
its April 1983 meeting. Under the proposed new License
Agreement, PKD is granted a royalty-bearing, exclusive,
worldwide license under licensed subject matter, defined
as homopolar generators, compulsators, and ancillary
electromagnetic equipment that have been developed by
the Center for Electromechanics at U. T. Austin as of
January 1, 1988, to make, have made, use, sell, and have
sold products using the patents and technology in
licensed subject matter. Approximately twenty-three
issued patents and pending patent applications are
included in licensed subject matter and are listed in
Attachment A to the License Agreement.

The current patent license agreement with PKD is for the
homopolar generator technology only. The new License
Agreement serves two purposes. First, it expands the
license to include the compulsator technology and ancil-
lary electromagnetic equipment. Second, it represents a
renegotiation of royalty and other terms in the existing
license agreement which U. T. Austin finds more favorable
from both a financial and operational standpoint.
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U. T. Austin will be paid a running earned royalty in
the amount of six percent (6%) of PKD's or PKD subli-
censee's gross sales on sales to other than federal
government entities. On sales made to the federal
government, PKD will pay U. T. Austin as earned royalty
twenty percent (20%) of its or its sublicensee's nego-
tiated fee (Government Contract Payments). Since the
licensed technologies were developed under federally
funded grants and contracts, the federal government has
a nonexclusive, royalty-free license to use the technol-
oglies for federal government purposes. As an incentive
to PKD in its commercialization efforts, U. T. Austin
will waive the earmned royalties on sales or on govern-
ment contract payments on ten million dollars
($10,000,000) of gross sales.

PKD will pay to U. T. Austin an annual fixed royalty for
ten years. Beginning on January 1, 1989, and continuing
through the tenth anniversary date of the License Agree-
ment, PKD will pay U. T. Austin one hundred thousand
dollars ($100,000). Up to fifty percent (50%) of each
of the first four fixed royalty payments may be deferred
at the option of PKD. Any fixed royalty payments
deferred by PKD will be due and payvable on the fifth
anniversary date of this Agreement.

PKD will reimburse U. T. Austin by December 31, 1988,

for all of U. T. Austin's expenses incurred as of the
date of this Agreement in filing, prosecuting and main-
taining the patents and patent applications licensed
under the Agreement. For expenses incurred after Janu-
ary 1, 1988, in filing, prosecuting, and maintaining the
patents and patent applications licensed under the
Agreement, PKD will reimburse U. T. Austin within 30 days
of receipt of a billing statement from U. T. Austin for
such expenses.

Upon execution of the License Agreement and as additional
consideration for the license, PKD will issue in the name
of the Board of Regents of The University of Texas System,
common shares of PKD representing a ten percent (10%)
equity ownership of PKD. Under the Shareholders Agree-
ment which accompanies the License Agreement, U. T.
Austin agrees to grant Parker Drilling Company, the par-
ent company of PKD, the right and option to purchase

U. T. Austin's stock in PKD at any time that U. T. Austin
receives a firm offer for the stock which U. T. Austin

is willing to accept if Parker Drilling Company will

make the purchase for the same price and upon the same
terms as offered by the other party.

In the future, U. T. Austin will transfer ownership of
one-half of the ten percent equity interest in PKD to the
inventors of the technologies licensed in the License
Agreement. The formula for allocating distribution of
equity to the inventors and the timing of the distribu-
tion will be the subject of a future agenda item pursuant
to Part Two, Chapter V, Section 2.471 of the Regents'
Rules and Regulations. However, U. T. Board of Regents'
approval of the transfer proposal in principle is being
solicited contemporaneously with approval of the License
Agreement and accompanying Shareholders Agreement.
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PATENT AND TECHNOLOGY

LICENSE AGREEMENT

THIS AGREEMENT is made this 1st day of January, 1988 ("Effective
Date") by and between the BOARD OF REGENTS, THE UNIVERSITY OF
TEXAS SYSTEM, an agency of the State of Texas, 201 West 7th Street,
Austin, Texas 78701, ("UNIVERSITY") and Parker Kinetic Designs, Inc., a
Texas corporation, 10711 Burnett Road, Suite 310, P, O, Box 27350, Austin,
TX 78755 ("LICENSEE"),

WITNESSETH:

Whereas UNIVERSITY owns certain PATENTS related to the LICENSED
SUBJECT MATTER listed in Attachment A;

Whereas UNIVERSITY also owns TECHNOLOGY related to the LICENSED
SUBJECT MATTER;

Whereas UNIVERSITY wishes to have the inventions covered by the
PATENTS and included in the TECHNOLOGY developed and used for the
benefit of the inventor, UNIVERSITY, and the public; and

Whereas LICENSEE wishes to obtain a license under such PATENTS end
TECHNOLOGY to practice such inventions.

NOW THEREFORE, in coﬁsideration of the mutual covenants and premises
herein contained, the parties hereto agree as follows:

I.

DEFINITIONS

As used in this License Agreement ("Agreement"), the following terms
shall have the meanings indicated:

1.1 LICENSED SUBJECT MATTER shall mean homopolar generators,
compulsators and ancillary electromagnetic equipment that have been developed

by the Center for Electromechanics at the University of Texas at Austin as of
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the effective date of this Agreement and as are included in PATENTS and
TECHNOLOGY.

1.2 PATENTS shall mean those United States and foreign patents and
patent applications including any division, continuation, continuation-in-part
or reissue thereof, or substitute therefore, and the letters patent that may
be issued thereon and which are listed in Attachment A.

1.3 TECHNOLOGY shall mesn any invention, discovery, know-how,
process, procedure, method, protocol, formula, technique, drawing, or other
valuable technical information ancillary to the LICENSED SUBJECT MATTER.
TECHNOLOGY also shall include design and analytical support and consulta-
tion at the discretion of the Director of the Center for Electromechanics.

1.4 LICENSED PRODUCT(S) shall mean any product(s) covered by one
or more claims of the PATENTS or produced by a method covered by one or
more claims of such PATENTS, or utilizing any TECHNOLOGY.

1.5 SALE(S) (or SOLD) shall mean any disposition of a LICENSED
PRODUCT for value to a party other than LICENSEE or a sublicensee hereun-
der.

1.6 GROSS SALES shall mean LICENSEE'S billings on SALES of LI-
CENSED PRODUCTS and components or replacement parts for LICENSED
PRODUCTS, less any customary discounts (such as O.E.M.) allowed and
actually taken, sales and/or use taxes or their equivalent, import or export
duties or their equivalent, outbound transportation prepaid or allowed, insur-
ance, installation charges, amounts allowed or credited due to returns (not
exceeding the original billing) and the imputed interest factor. under any
lease. GROSS SALES shall not be reduced due to taxes other than sales

and/or use taxes.
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1.7 SERVICE AND RESEARCH AGREEMENT shall mean that certain
agreement between the parties hereto to be negotiated and effective in the
future under which contracted research services are provided to LICENSEE
by UNIVERSITY through the Center for Electromechanics at the University of
Texas at Austin and under which contracted services are provided to UNI-
VERSITY'S Center for Electromechanics by LICENSEE,

1.8 SHAREHOLDERS AGREEMENT shall mean that certain agreement'
among the UNIVERSITY, PKD, and Parker Drilling Company executed con-
tempoi‘aneously herewith, which shall govern the rights and obligations of the
shareholders of LICENSEE with regard to the stock of LICENSEE.

1.9 SALE(8) TO THE FEDERAL GOVERNMENT shall mean any sales of
LICENSED PRODUCT(S) (i) to the government of the United States of Ameri-
ca or any subdivision thereof; or (ii) funded by the United States Govern-
ment.

II.

TERMINATICN OF PRIOR AGREEMENT

2.1 The prior Patent License Agreement effective February 1, 1983, as
subsequently amended and assigned, shall be deemed terminated upon the
complete execution of this Agreement, with such termination being effective as
of the effective date of this Agreement. All payments required under the
prior Patent License Agreement as of the date of termination will be made as
provided therein,

III.

GRANT OF LICENSE

3.1 UNIVERSITY grants an exclusive worldwide License to LICENSEE
under LICENSED SUBJECT MATTER to make, have made, use, sell, and have

sold LICENSED PRODUCTS. The License granted to LICENSEE is subject to
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UNIVERSITY's right to publish the general scientific findings from research
related to PATENTS and TECHNOLOGY and use PATENTS and TECHNOLOGY
for research, teaching and other academic UNIVERSITY purposes.

3.2 LICENSEE shall have the right to grant sublicenses consistent with
this Agreement provided that LICENSEE shall be responsible for the op-
erations of its sublicensees relevant to this Agreement as if such operations
were carried out by LICENSEE, including the payment of royalties or Govern-
ment Coﬁtract Payments whether or not paid to LICENSEE by the sublicensee;
and provided further that LICENSEE shall consult with UNIVERSITY through
the Director of Center for Electromechanics at the University of Texas at
Austin as to technical feasibility of any proposal prior to granting any such
sublicense. LICENSEE shall have the obligation to non-exclusively sublicense
in accordance with this Agreement the right to manufacture LICENSED PROD-
UCTS to any responsible company identified by UNIVERSITY: which desires
such right; which demonstrates to UNIVERSITY its ability to fully comply
with the terms of the sublicense; and, to whom LICENSEE is unable to meet
the demand of such company for LICENSED PRODUCTS on reasonable delivery
terms. Such sublicense shall be limited in scope to the manufacture of LI-
CENSED PRODUCTS which LICENSEE is unable to make., In the event LI-
CENSEE is compelled to grant a sublicense to a party identified by the UNI-
VERSITY, LICENSEE shall contractually obligate said sublicensee to pay all
royalties and Government Contract Payments direectly to UNIVERSITY and
LICENSEE shail not be liable for such royalties and Government Contract
Payments payable by sublicensee.

3.3 The parties recognize that LICENSEE may encounter patents held
by third parties which are superior to both UNIVERSITY'S and LICENSEE'S

PATENTS and that a cross-license between LICENSEE and such a third party
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may be necessary in order tc enable LICENSEE to market LICENSED PROD-
UCTS. In that event LICENSEE has the right to enter into cross-licensing
agreements with third parties and to grant cross-licenses under any and all
of the PATENTS, provided:

(a)} UNIVERSITY is consulted beforehand and is reasonably
satisfied that the third party does in fact hold a patent that limits
LICENSEE'S competitiveness in marketing LICENSED PRODUCTS;

(b) The rights received by LICENSEE under such a cross-
licensing agreement substantially cover LICENSED PRODUCTS and
are not directed td other products;

(c) UNIVERSITY incurs no financial or legal liabilities under
the cross-license;

(d) Any money or the value of any equipment received by
LICENSEE in exchange for such cross-license is treated as GROSS
SALES for LICENSED PRODUCT or as a sublicense whichever pro-
vides the greater return to UNIVERSITY;

(e) The cross-license provides that UNIVERSITY has the

option of terminating any rights thereunder for any reason.

(f) Nothing contained in this paragraph 3.3 shall prevent
LICENSEE from granting a sublicense under paragraph 3.2 of this
Agreement.

3.4 At the time a patent application is filed therefor or a patentability
opinion or report is rendered, whichever is earlier, UNIVERSITY shall dis-
close to LICENSEE under appropriate confidentiality agreements such (1)
future developments, modifications or improvements to homopolar generators
and compulsators originating at UNIVERSITY'S Center for Electromechanics

which, if made, used, or sold, absent a license from UNIVERSITY, would

L&I - 2649



constitute an infringement of any claim of then existing United States patent
applications or patents comprising PATENTS, and (2) future developments,
modifications or improvements in electromagnetic equipment ancillary to
homopolar generators and compulsators originating at UNIVERSITY'S Center
for Electromechanics ((1) and (2) being referred to herein as "Improve-
ments™). LICENSEE shall have an option for three (3) months from the date
of disclosure thereof to notify UNIVERSITY in writing that it desires to add
such Improvements to the License of this Article III subject to the terms of
this Agreement.

3.5 Both LICENSEE and UNIVERSITY are obligated to the transfer of
TECHNOLOGY and mutually covenant to aid and assist in every reasonable
manner the effective transfer of licensed TECHNOLOGY. The UNIVERSITY
shall furnish to the LICENSEE all unrestricted information and documents in
the possession of the UNIVERSITY regarding the LICENSED SUBJECT MAT-
TER as will enable LICENSEE to generally commercially utilize and exploit the
LICENSED SUBJECT BMATTER including consultation regarding specific appli-
cations of the LICENSED SUBJECT MATTER as applied to specific customers,
clients or projects, but such consultation shall not include those contracted
research services provided to LICENSEE by the UNIVERSITY under the
Services and Research Agreement. |

Iv.

WARRANTY; SUPERIOR OBLIGATIONS

4.1 UNIVERSITY represents and warrants that it is the owner of the
entire right, title, and interest in and to PATENTS and TECHNOLOGY, and
that it has the sole right to grant licenses under such PATENTS and TECH-
NOLOGY and that it has not heretofore granted licenses thereunder to any

other person.
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4.2 LICENSEE understands that some of the PATENTS and TECHNOLO-
GY licensed hereunder were developed under a funding contract with or grant
from the Government of the United States of America and that UNIVERSITY
has certain obligations relative thereto. This Agreement is explicitly made
subject to UNIVERSITY'S obligations under such contracts (or laws or regu-
lations relating thereto) and, to the extent that there is a conflict between
any such contracts (or laws or regulations relating thereto) and this Agree-
ment, the terms of such contracts (or laws or regulations relating thereto)
shall prevail.

V.

PAYMENTS AND REPORTS

5.1 On all sales, other than SALE(S) TO THE FEDERAL GOVERN-
MENT, LICENSEE shall pay UNIVERSITY an earned royalty of six percent
(6%) of its or its sublicensee's GROSS SALES of LICENSED PRODUCTS. Such
earned royealty shail be due for the calendar quarter in which the LICENSED
PRODUCT is finally accepted or paid for by the customer, whichever occurs
first.

5.2 On SALES TO THE FEDERAL GOVERNMENT, LICENSEE shall pay
UNIVERSITY as earned royalty, twenty -percent (20%) of its or its sublicens-
ee's negotiated fee ("Government Contract Payments") on sales of LICENSED
PRODUCTS., Such Government Contract Payments shall be due in the calen-
dar quarter in which the LICENSEE receives reimbursement for all or part of
its negotiated fee. If LICENSEE receives partial payment of the fee in a
quarter, it shall only be obligated to pay UNIVERSITY its proportionate share
of the fee received dui-ing that quarter.

5.3 It is contemblated that LICENSEE shall enter into contracts or
undertake projects which require LICENSEE to provide LICENSED PRCDUCTS

and products and services unrelated to the LICENSED SUBJECT MATTER.
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As to such contracts UNIVERSITY shall only be entitled to royalties under
Paragraph 5.1 based on actual SALES of LICENSED PRODUCTS; on such
contracts UNIVERSITY shall only be entitled to its Government Contract
Payment under Paragraﬁh 5.2 on the portion of the LICENSEE's negotiated fee
which is related to LICENSED PRODUCTS actually provided. LICENSEE shall
not be required to pay the UNIVERSITY a royalty or Government Contract
Payment on any portion of a SALE that is unrelated to the LICENSED SUB-
JECT MATTER.

5l.4 During the Term of this Agreement and for one (1) year thereaf-
ter, LICENSEE shall keep complete and accurate records of its and its subli-
censees' SALES of LICENSED PRODUCTS under the license granted in this
Agreement, in sufficient detail to enable the earned royalties payable under
Paragraph 5.1 and the Government Contract Payments due under Paragraph
5.2 to be determined. LICENSEE shall permit UNIVERSITY or its repre-
sentatives, at UNIVERSITY'S expense, to periodically examine its books,
ledgers, and records during regular business hours for the purpose of and to
the extent necessary to verify any report required under this Agreement.

5.5 Within thirty (30) days after March 31, June 30, September 30,
and December 31 of each year, LICENSEE shall deliver to UNIVERSITY a true
and accurate report, giving such particulars of the business conducted by
LICENSEE and its sublicensees, if any exist, during the preceding three (3)
calendar months under this License Agreement as are pertinent to an account-
ing for royalty paymentis and Covernment Contract Payments hereunder.
Such report shall include at least (a) the quantities of LICENSED PRODUCTS
that it has SOLD; (b) the billings thereon that comprise GROSS SALES, or
the applicable negotiated fee on SALES TO THE FEDERAL GOVERNMENT; (c)

the calculation of earned royalties or Government Contract Payments; and (d)
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the total earned royalties or Government Contract Payments so computed and
due UNIVERSITY. Simultaneously with the delivery of each such report,
LICENSEE shall pay to UNIVERSITY the amount, if any, due for the period of
such report. If no payments are due, it shall he so reported. If the reason
that no payments are due is the result of the exercise of the waiver provided
in paragraph 5.9 below, LICENSEE shall so state in the report,

5.6 Beginning on the first anniversary date of this Agreement and
continuing through the tenth anniversary date of this Agreement LICENSEE
shall-pay to UNIVERSITY an annual fixed royalty (in addition to earned
royalties pursuant to paragraph 5.1 and Government Contract Payments
pursuant to paragraph 5.2) in the amount of one hundred thousand dollars
($100,000.00). Up to fifty percent (50%) of each of the first four (4) fixed
royalty payments may be deferred at the sole option of the LICENSEE. Any
fixed royalty payments deferred by LICENSEE shall be due and payable on
the fifth anniversary date of this Agreement. All fixed royalty payments
shall cease after the tenth anniversary date of this Agreement. Such cessa-
tion of payments shall not affect the exclusivity of LICENSEE's License here-
under,

5.7 All amounts payable hereunder by LICENSEE shall be payable in
United States funds.

5.8 If a licensed issued patent (comprised in PATENTS) is held invalid
by virtue of a final, nonappealable judgment entered by a court in litigation
with a third party, the UNIVERSITY and LICENSEE may reopen negotiations
as to the earned royalty rate specified in Paragraph 5.1, the Government
Contract Payments specified in Paragraph 5.2 and/or the fixed royalty pay-
ment in Paragraph 5.6 upon written notification that the foregoing is actually

affecting LICENSEE'S competitive position relative to LICENSED PRODUCTS.
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Further, in the event that the UNIVERSITY is unable to obtain rights in
Patent #4,200,831 (DOE Case #5-49,995) which will allow LICENSEE to practice
the other PATENTS relating to compulsator technology without infringing on
the Department of Energy's rights under patent #4,200,831 (DOE Case
#5-49,995) the UNIVERSITY and LICENSEE shall re-open negotiations as to
the earned royalty specified in Paragraph 5.1, the Government Contract
Payments specified in Paragraph 5.2 and the fixed royalty payment for years
six through ten specified in Paragraph 5.6.

5.9 Notwithstanding anything to the contrary herein, the UNIVERSITY
does hereby agree to waive the earned royalties provided in paragraph 5.1
and/or the Government Contract Payments provided for in paragraph 5.2 on
ten million dollars ($10,000,000.00) of GROSS SALES of LICENSED PROD-
UCTS. The decision as to which SALES OF LICENSED PRODUCTS or SALES
OF LICENSED PRODUCTS TO THE FEDERAL GOVERNMENT are to be included
in this waiver shall be within the sole discretion of LICENSEE. However,
LICENSEE shall notify UNIVERSITY in writing of the exercise of such waiver
pursuant to this paragraph.

5.10 LICENSEE shall reimburse UNIVERSITY for all its reasonable
out-of-pocket expenses incurred in filing, prosecuting and maintaining PAT-
ENTS licensed hereunder and shall pay all such future expenses so long as
and in such countries as its license remains in effect. UNIVERSITY shall
keep LICENSEE advised as to the progress of such filings and prosecutions
and will provide LICENSEE a reasonable opportunity to participate in decisions
regarding expenses with respect thereto, obtaining the consent of LICENSEE
as to the incurring of further hon—routine expenses, such consent not to be
unreasonably withheld. LICENSEE shall reimburse UNIVERSITY within thirty
(30) days of receipt of a billing statement from UNIVERSITY for such

expenses incurred subsequent to January 1, 1988,
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Any such expenses incurred prior to January 1, 1988 shall be reimbursed to
UNIVERSITY on or before December 31, 1988. In countries other than the
United States, LICENSEE shall have the right to request that UNIVERSITY
file patent applications therein to the extent that such coverage is available
and the further right to approve any extensive patent searches or the filing
of patent applications when the expenses of such actions are to be charged to
LICENSEE. In any foreign country in which UNIVERSITY desires patent
protection but in which LICENSEE does not pay the expenses thereof, the
license granted hereunder in such country shell terminate,
V1.

SHARES OF LICENSEE

6.1 Upon final execution of this Agreement and as additional consid-
eration for the License granted herein, LICENSEE shall cause to be issued in
the name of the UNIVERSITY common shares of LICENSEE representing ten
percent (10%) equity ownership of LICENSEE.

VII,

TERM AND TERMINATION

7.1 The Term of this Agree.ment shall be from the Effective Date to the
full end of the term or terms for which PATENTS or extensions thereof are
granted or twenty (20) years whichever is later. For purposes of this para-
graph PATENTS shall include any Patents added to this Agreement by Amend-
ment,

7.2 This Agreement will earlier terminate:

(a) automatically if LICENSEE shall become bankrupt or
insolvent and/or if the business of LICENSEE shall be placed in the
hands of a receiver, assignee, or trustee, whether by voluntary act
of LICENSEE or otherwise, at which time all rights shall immediately

and automatically revert to UNIVERSITY; cor
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(b) Upon ninety (90) days written notice from UNIVERSITY,

if LICENSEE shall fail to pay any earned royalty, Government

Contract Payment, fixed royalty, United States patent expense or

foreign patent expense which LICENSEE has agreed to pay pursuant

to section 5.10, due hereunder; provided however, LICENSEE may

avoid such termination if before the end bf such period LICENSEE

cures any such breach,

7.3 The UNIVERSITY will keep LICENSEE informed as to the progress
of all Patent applications included in Attachment A, as may be amended and
will provide LICENSEE with copies of any finally issued claims in such appli-
cations.

7.4 Upon termination of this Agreement for any cause, nothing herein
shall be construed to release -either party of any obligation matured prior to
the effective date of such termination, and LICENSEE may, after the effective
date of such termination, sell all LICENSED PRODUCTS and parts therefore
that it may have on hand at the date of termination, provided that it pays
earned royalty thereon as provided in this Agreement.

VIII.

INFRINGEMENT

8.1 UNIVERSITY shall notify LICENSEE, and LICENSEE shall notify
UNIVERSITY of any infringement of a PATENT which may come to the at-
tention of UNIVERSITY or LICENSEE. LICENSEE shall have the exclusive
right to sue the infringing party, and UNIVERSITY shall join any suit as a
party if required. All costs and expenses, including attorneys fees, of any
lawsuit instituted by LICENSEE shall be borne by LICENSEE. The amount of
any recovery (whether by settlement or judgment) paid to LICENSEE shall

belong to and be the sole property of LICENSEE, but subject to payment of
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earned royalties pursuant to paragraph 5.1 or Government Contract Payments
pursuant to paragraph 5.2, as the case may be.

8.2 If LICENSEE fails to bring suit to prevent any infringement or any
allegedly infringing use of which it has knowledge within six (6) months after
such knowledge, UNIVERSITY shall have the right after notice to LICENSEE
of its intention to do so, to bring suit against the accused infringer in the
name of UNIVERSITY, and LICENSEE shall join any such suit as a named
party if required. Any such suit brought by UNIVERSITY shall be financed
solely by UNIVERSITY, and any recovery therefrom shall belong to and be
the sole property of UNIVERSITY.

8.3 In any suit or dispute involving an infringer, the parties shall
cooperate fully, and upon the request and at the expense of the party bring-
ing suit, the other party shall make available to the party bringing suit all
relevant records, papers, information, samples, specimens, and the like which
may be relevant and in its possession,

| IX.

ASSIGNMENT

9.1 This Agreement may not be assigned by LICENSEE without the
prior written consent of UNIVERSITY. In the event that the controlling
interest of LICENSEE is acquired by a party that is not an owner of an
equity interest in LICENSEE as of the effective date of this agreement, UNI-
VERSITY at its election may terminate LICENSEE'S further rights under
paragraph 3.4. Excepted from operation of the prior sentence is the acquisi-
tion of a controlling interest in LICEﬁSEE by means of a public offering
registered with the Securities and Exchange Commission.

X.

PATENT MARKING

10.1 LICENSEE agrees to mark permanently and legibly all LICENSED
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PRODUCTS manufactured or sold by it under this Agreement with the number
of each issued PATENT applicable thereto.
XI.
GENERAL

11.1 Except for the Service and Research Agreement and the Con-
fidential Information Disclosure Agreement to be executed subsequent hereto
and the Shareholders Agreement to be executed contemporaneously herewith,
this Agreement constitutes the entire and only agreement between the parties
relating to PATENTS and TECHNOLOGY, and all prior negotiations, re-
presentations, agreements, and understandings are superseded hereby. No
agreements altering or supplementing the terms hereof may be made except by
means of written documents signed by the duly authorized representatives of
the parties.

11.2 During the term of this Agreement and for a period of five (5)
years thereafter, LICENSEE shall not disclose any TECHNOLOGY to third
parties without the express written consent of UNIVERSITY except to the
extent that such TECHNOLOGY:

(a) is or later becomes part of the public domain through no
fault of LICENSEE;
(b) was in the possession of LICENSEE prior to receipt from

UNIVERSITY;

| (¢) 1is received from a third party having no obligations of

confidentiality to UNIVERSITY; or

(d) is sublicensed under the terms of this Agreement.

This provision shall survive termination of this Agreement.

11.3 LICENSEE shall comply with all applicable laws and regulations in
carrying out its activities under this Agreement. In particular, LICENSEE

will comply with the Export Control Administration Regulations in all respects.
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11.4 LICENSEE shall hold harmless and indemnify The University of
Texas System, the University of Texas at Austin, its Board of Regents,
officers, employees and agents from and against any claims, demands, or
causes of action whatsoever, ‘including without limitation those arising on
account of any injury or death of persons or damage to property caused by,
or arising out of, or resulting from the negligence, gross negligence or
intentional acts of LICENSEE or its officers, employees, agents, representa-
tives, or parties in privity with LICENSEE in the exercise or practice of the
license granted hereunder.

11.5 Any notice required by this License Agreement shall be given by
prepaid, first class, certified mail, return receipt requested, addressed in
the case of UNIVERSITY to:

BOARD OF REGENTS
The University of Texas System
201 West Tth Street
Austin, Texas 78701
ATTN: System Patent Office
with a copy to:
Executive Vice President and Provost
The University of Texas at Austin
Main Building 201
Austin, Texas 78712

or in the case of LICENSEE to:
PARKER KINETIC DESIGNS, INC.
10711 Burnett Road, Ste. 310
P. 0. Box 27350
Austin, TX 78755
ATTN: President
11.6 This License Agreement shall be construed and enforced in accor-

dance with the laws of the United States of America and of the State of

Texas.
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11.7 Failure of either party to enforce a right under this Agreement
shall not act as a waiver of that right or the ability to later assert that right
relative to the particular situation involved.

11.8 Headings included herein are for convenience only and shall not be
used to construe this Agreement.

11.9 If any provision of this Agreement shall be found by a court to be
void, invalid or unenforceable, the same shall either be reformed to comply
with applicable law or stricken if not so conformable, so as not to affect the
validity or enforceability of this Agreement.

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

BOARD OF REGENTS, OF THE UNI-
ATTEST VERSITY OF TEXAS SYSTEM

By: By:
Arthur H. Dilly
Executive Secretary

»
v

APPROVE]}'AS ? FORm/ APPROVED AS TO CONTENT:
/ /( / T C, ¢ THE UNIVERSITY OF TEXA§ AT
S DAY SN e AUSTIN
sy Lo/ L IR
dléy- B Dgbie, Jr '
‘ By: 4

Attorney - Office of
General Counsel J William H. Cunnirigham
President

-

PARKER KINETIC DESIGNS, INC.

Clif W, Drummond
President
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Ser. No.
or
File No. Patent No.
UTSBQ48 4,562,368
UTSBO49 4,459,504
UTSBO50 381,928 &
751,459
UTSBO51 4,544,874
UTSB0O41 4,571,468
UTSBO58 4,621,561
UTSB1l64 091,656
UTSB316 not yet
assigned
UTSBO73 689,868 &
067,410
UTSB152 868,547
UTSB216 885,915

ATTACHEMENT A

PATENTS/PATENT APPLICATIONS

Title
Brush Mechanism for

Homopolar Generator

Brush Actuator for
Homopolar Generator

Rotor Assembly for
Homopolar Generator

Homopolar Generator
Power Supply System

Inductive Store Opening
Switch

Switch for Inductive
Energy Store Transfer

Circuit

Staged Opening Switch

Clamped Element Opening

Switch with Line-of-Sight

Blocker

Improved Energy Density
Homopolar Generator

Method and Apparatus for
Spinning Projectiles
Fired from a Railgun

Method and Construction
for Control of Current
Distribution in Railgun
Armatures
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Inventor{s)

William
John H.
William

William
John H.

F. Weldon
Gully
A. Walls

F. Weldon
Gully

Kurth Bousman

William
John H.
Mark A.
William
John H.
William

William

F. Weldon
Gully
Pichot
F. Weldon
Gully
F. Weldon

F. Weldon

William F.

Weldon

Benjamin M. Rech

Raymond C.

William F.

Zowarka

Weldon

Benjamin M. Rech

Robert L.

William F.

William F.

William F.
Herbert H.

Sledge

Weldon

Weldon

Weldon
Woodson

Glen C. Long



ATTACHMENT & (Continued)

Page 2
Ser. No.
or
File No. Patent No.
UTSB292 not yet
assigned
*DOE No. 4,200,831
5=-49,995
UTSB160 036,541
UTSB213 030,890
UTSR277 132,596
UTSB310 not vet
assigned
UTse320 not yet
assigned
uTsB327 not yet
assigned
UTSB229 039,655
UTsB291 086,706
UTSBO42 4,405,965
UTSB304 not yet
assigned

Title

High Performance Electro-
magnetic Square-Bore
Railgun Launcher

Compensated Pulsed
Alternator

Rising Frequency Generator

High Energy Pulse
Forming Generator

Pulsed Generator Incor-
porating Output Waveform
Flexibility and Pulsed
Transformer

High Packing Factor,
High Mechanical Strength
Transposed Cecnductors

Fiber-Epoxy Composite
Flywheel and Shaft
Assembly

Cycle-Portion Encoder

Method and Apparatus for
Managing Recoil in
Electromagnetic Guns

Traveling Wave Accelerators

Current Limiting Device

for Overcurrent Protection

Screen Room Ground Fault
Detection System Design
and Operation

Inventor(s)

William F. Weldon
Damon A. Weeks
John H. Gully
Raymond C. Zowarka
Jim L. Upshaw
Michael L. Spann
Dennis R. Peterson

William F. Weldon

William F. Weldon

William F. Weldon
Siddharth B. Pratap
Mircea D. Driga

William F. Weldon
Mircea D. Driga
Siddharth B. Pratap

William F. Weldon
Mircea D. Driga

William A. Walls
Elvin G. Estes
Stephen M. Manifold
Michael L. Spann

Robert F. Thelen

William F. Weldon

William F. Weldon
Mircea D. Driga

William F. Weldon
William F. Weldon

Richard W. Cook
Dennis J. Hildenbrand

* In the event that UNIVERSITY obtains license rights under U.5. Patent

NG. 4; 200:831;
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SHAREHOLDERS AGREEMENT

The Shareholders Agreement ("Agreement') is made this 14th day of April,
1988 ("Effective Date") by and between the BOARD OF REGENTS, THE UNIVERSITY OF
.TEXAS SYSTEM, an agency of the state of Texas, 201 West 7th Street, Austin, TX
78701 ("University"), Parker Drilling Company, a Delaware corporation, 8 East
Third Street, Tulsa, OK 74103 ("Parker"), and Parker Kinetic Designs, Inc., a
Texas corporation, 10711 Burnett Road, Ste. 310, P. 0. Box 27350, Austin, TX
78755 ("PKD").,

WITNESSEIH

WHEREAS, PKD has issued one hundred (l100) of its shares of its common
stock; and

WHEREAS, Parker and University each own shares issued by PKD; and

WHEREAS, Univérsity's shares were issued as additional consideration for
the execution of the License Agreement dated even date herewith, between PKD
and University; and

WHEREAS, Parker and the University desire to make provisions with respect
to the ownership, transfer, and disposition of the shares of PKD;

NOW THEREFORE in consideration of the mutual covenants and premises
herein contained and as additional consideration for the iIssuance of the
shares of PKD to the University, the parties hereto agree as follows:

I.

OPTION TO PURCHASE

1.1 University shall and hereby does grant unto Parker the irrevocable
right, privilege and option to purchase University's stock of PKD at any time
University receives a firm offer which the University is willing to accept to
purchase the same by any other party, for the same price and upon the same

terms as such other party offers. This paragraph shall not be applicable to a
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transfer of shares to University inventors but shall apply to any subsequent
transfers of the stock of PKD by the University inventors.

1.2 University, upon receipt of an offer as described in paragraph 1.1
shall notify Parker, by registered mail at the address.provided herein, of
such offer and provide Parker with a copy of the same.

1.3 Parker shall have sixty (60) days from its receipt of University's
notice to notify University of Parker's intention to exercise 1its option to
purchase University's shares of PKD. Such purchase by Parker shall be for the
same number of shares as the third party has offered to purchase. University
and Parker shall thereafter enter into an agreement 1n writing within thirty
(30) days of Parker's exercise of its option to purchase.

1.4 University covenants that it will not sell its stock in PKD to any
other party until University has conformed to the requirements of this Article
I. 1If Parker fails to notify University of its intention to exercise the
option granted herein within the applicable sixty (60) day period, the re-
strictions set forth in this Article I upon University's or its transferees'
shares of PKD shall automatically terminate.

1.5 All certificates for shares of PKD owned by Umiversity or its
transferees shall be endorsed with the following statement: "The shares
represented by this certificate are subject to the terms of an Agreement dated
effective January 1, 1988, a copy of which is on file at the office of Parker
Kinetic Designs, Inc,”

II.
TERM
2.1 This Agreement shall survive and be effective for so long as Parker

owns any capital stock of PKD.

(098/dahll)
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III.

MISCELLANEOUS

3.1 Unless otherwise provided herein the terms of this Agreement shall
be binding upon and inure, to the benefit of the parties and their respective
successors and assigns.

3.2 Except for the Patent and Technology License Agreement executed
contemporaneously herewith this Agreement constitutes the entire and only
agreement between the parties relating to the capital stock of PKD, and all
prier negotiations, representations, agreements, and understandings are
superseded hereby. No agreements altering or supplementing the terms hereof
may be made except by means of written documents signed by the duly authorized
representatives of the parties.

3.3 Unless otherwise provided herein, any notice required by this
Agreement shall be given by prepaid, first class, certified mail, return
receipt requested, addressed in the case of University to:

BOARD QF REGENTS
The University of Texas System
201 West 7th Street
Austin, Texas 78701
ATTN: System Patent Office
in the case of PKD to:
PARKER KINETIC DESIGNS, INC.
10711 Burnett Road, Ste. 310
P. 0. Box 27350
Austin, TX 78755
ATTN: President
in the case of Parker:
PARKER DRILLING COMPANY
8 East Third Street
Tulsa, OK 74103
ATTN: Legal Dept.

or such other addresses as may be given from time to time under the terms of

this notice provision.

(098/dahll)
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3.4 This Agreement shall be construed and enforced in accordance with
the laws of the United States of America and of the State of Texas.

3.5 Failure of party to enforce a right under this Agreement shall not
act as a walver of that right or the ability to later assert that right
relative to the particular situation involved.

3.6 Headings included herein are for convenience only and shall not be
used to construe this Agreement.

3.7 If any provision of this Agreement shall be found by a court to be
void, invalid or unenforceable, the same shéll either be reformed to comply
with applicable law or stricken if not so conformable, so as not to affect the
validity or enforceability of this Agreement,

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

BCARD OF REGENTS,

ATTEST THE UNIVERSITY OF TEXAS SYSTEM
By: By:

Archur H, Dilly

Executive Secretary Date:

APPROVED AS TO CONTENT:

7
// Lo

THE UNJERSITY OF S AT AU . /// /4} ///C/, T/
, s LY LA L

7 L QffIce of’i7ﬁeral Counsel /

By: _ f/

William H. Cunninglam (

President \
PARKER KINETIC DESIGNS, INC.
President
PARKER DRILLING COMPANY
By: Zé;éiﬁv 1/
President
(098/dahll)
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2. U. T. Health Science Center - San Antonio: Recommenda-
tion for Approval of Joint Venture Agreement with Rorer
Group Inc., a Pennsylvania Corporation, and Gregory R.
Mundy, M.D.,=--

RECOMMENDAT ION

The Office of the Chancellor concurs with the recommendation
of President Howe that approval be given to the Joint Venture
Agreement set out on Pages L&I 29 - 112 among the U. T. Health
Science Center - San Antonio, Rorer Group Inc¢., a Pennsylvania
Corporation, and Gregory R. Mundy, M.D.

It is further recommended that the U. T. Board of Regents,
pursuant to Section 51.912 of the Texas Education Code and
Part Two, Chapter V, Section 2.47 of the Regents' Rules and
Regulations, authorize Dr. Mundy to be employed as an officer
by, serve as a director of, and hold equity in the corporation
to be formed pursuant to this Joint Venture Agreement. The
details of the terms of such employment, directorship, and
equity ownership shall be reported in accordance with Sec=
tion 2.481, Chapter V, Part Two of the Regents' Rules and
Regulations and Section 51.912(b) and (c) of the Texas Educa-
tion Code.

BACKGROUND INFORMATION

The U. T. Health Science Center - San Antonio wishes to enter
into a joint venture agreement among the University, Rorer
Group Inc., and Dr. Gregory R. Mundy. Dr. Mundy is a full-
time member of the faculty of U. T. Health Science Center -
San Antonio. The joint venture will form a new corporation
to identify and isolate unique bone growth proteins, evaluate
the effects of new and existing agents on bone formation in
vivo, and develop delivery systems to concentrate bone growth
factors at sites of bone damage. The new corporation will be
formed under the laws of the State of Delaware with its prin-
cipal office and facilities to be located in the metropolitan
San Antonio, Texas, area. Rorer will fund the corporation to
the extent of $3.0 million for an initial three-year period.

The University will allow Dr. Mundy to own an equity interest
in and serve as an officer, board member and scientific direc-
tor of the corporation. The University will receive ten per-
cent of the capital stock of the corporation together with

the right to appoint a member of the board of directors of

the corporation. The University also will receive royalty
income in accordance with this percentage of stock ownership
from the commercialization of any inventions resulting from
the company research.

The intent of the joint venture is not to supplant research
efforts of the University, rather to accomplish specific mar-
ket-oriented product development which is not feasible within
the University setting for the following reasons:

a. While Rorer initially is committing $3.0 mil-
lion to the joint venture, $2.0 million
to 53.0 million in additional funds will be
necessary should the project be successful.
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It is unlikely that grant support will be
available from traditional sources in such
amounts as no preliminary work has been done
and the project is based on theoretical con-

cepts.

b. The research is not the type that is routinely
approved by granting bodies as it involves
repeated testing of unproven models by a trial
and error approach.

C. Much of the work to be carried out by the cor-
poration will require the recruiting of indus-
trial scientists whose interests lie in product
development rather than research and teaching.

The project provides the potential for significant scientific
development as well as the creation of a major biotechnology
company within the San Antonio area. Benefits to the Univer-
sity are substantial in comparison to the University's cost
of participating in the joint venture, namely, providing the
services of Dr. Mundy for a limited amount of time. The Uni-
versity is not releasing or transferring any present interest
in any intellectual property as none currently exists. This
project is within the legislative purpose and scope of

H. B. 1402 (now Section 51.912 of the Texas Education Code)
passed by the last session of the Legislature.
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JOINT VENTURE AGREEMENT
among
RORER GROUP INC.
GREGORY R. MUNDY, M.D., Ph.D.
.and
. THE UNIVERSITY OF TEXAS
HEALTH SCIENCE CENTER AT SAN ANTONIO

a component institution
of the University of Texas System

Dated: , 1988
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JOINT VENTURE AGREEMENT

THIS AGREEMENT is made this __ day of . 1988
by and amcng RORER GROUP INC., a Pennsylvania corporation
("Rorer"), GREGORY R. MUNDY M.D., Ph.D. ("Mundy") and THE
UNIVERSITY OF TEXAS HEALTH SCIENCE CENTER AT SAN ANTONIO, a
component institution of the University of Texas System (the
"University") (collectively, the University, Rorer and Mundy are
the "Parties" and each a "Party") with reference to the following
background: -

A. Rorer is itself and through subsidiary corporations
engaged in the business of researching, developing, producing and
selling pharmaceutical products. It is interested in creating
novel drug delivery systems for the treatment of bone injuries,
osteoporosis and metabolic bone diseases. 7

B. Mundy is an expert in the field of bone
metabolism. He is a full time employee of the University.

C. The Parties desire to enter into a joint wventure
pursuant to this Agreement (the "Joint Venture") to conduct
research in bone metabolism. The objectives cf the Jcint Venture
will be to create novel drug delivery systems for the treatment

of bone injuries, ostecporosis and metabolic bone diseases.

In order to achieve these objectives, the Joint Venture

will (1) identify and isolate unique bone growth proteins; {(2)
test proteins or other factors supplied by other groups using the

in vivo systems develcped by Rorer for their effects on
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osteoblast function in vivo; and (3) develop novel delivery
systems to target bone growth factors to sites of bone damage
(the "Joint Venture Business").

NOW, THEREFORE, in consideration of the respective
covenants, representations and warranties herein contained, and

intending to be legally bound, the Parties agree as follows:

ARTICLE I - THE JOINT VENTURE

1.1 Exclusive Entity. The Parties shall form a

corporation under the laws of the State of Delaware (the
"Company"). The Company shall constitute the exclusive entity
for carrying on and conducting the Joint Venture Business, and
nothing in this Agreement or in any exhibit to this Agreement is
intended to create, or may be construed to create, any legal or
business relationship among the Parties other than as expressly
contemplated by this Agreement, including, without limitation,
the relationship of principal and agent or partner, Ehe existence
of which is hereby expressly denied by each Party.

1.2 Purposes. The purpese of the Joint Venture shall
be to conduct the Jeint Venture Business through the Company.

1.3 (Clinical Research. In the event that the Company

develops or creates a new chemical entity, a new delivery system
or otner know-how, whether patentable or not, the Company shall
retain Rorer, or its designee, to perform clinical research

- related to such know-how on terms and cenditions acceptable to
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Rorer and the Company.

1.4 Management. The Company shall be managed by a

Board of Directors consisting of six directors, with the
assistance of an Executive Committee consisting of 2 directors.
All action taken by the Board of Directors must be approved by at
least a majority of directors.

1.5 Personnel. The Company shall enter into an
Employment Agreement in the form of Exhibit F hereto with
Mundy. The Employment Agreement will provide that Mundy will
work in the Company not more than one full work day per week
during the term of the Joint Venture. Mundy shall be entitled to
compensation from the Company as provided in the Employment
Agreement. In addition to Mundy, the Parties currently
contemplate that the Company will employ before the end of the
Company's first year of operations three scientists, two
technicians and one administrative assistant.

1.6 Facilities. The Company shall conduct the Joint

Venture Business in the metropelitan San Antonio, Texas, area and
the Parties expect the Company tc lease space near the
University.

1.7 HNon-Competition.

1.7.1 General. So long as Rorer and Mundy remailn
stockholders of the Company, neither Rorer nor Mundy shall,
directly or indirectly, unless acting with the prior consent of

the Board of Directors of the Company, own, manage, operate,
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join, control or participate in the ownership, management,
operation, conduct or control of any business which competes with
the Joint Venture Business.

1.7.2 8Selling Stockholder, In the event either Rerer

or Mundy sell their respective interests in the Company pursuant
to Section 9.2 or 10.2 (the "Selling Stockholder“), the Selling
Stockholder shall not, directly or indirectly, own, manage,
operate, join, control or participate in the ownership,
management, operation, conduct or control of any business which
competes with the Joint Venture Business for three years except
in accordance with license agreements existing at the time of the
sale of the Selling Stockholder's interest.

1.8 Confidentiality. Each Party hereto shall and shall

cause its employees and agents to maintain in confidence, not to
use for any purpose other than performance of the Joint Venture
Business and not to disclose to any third person or entity any
Know-How (as hereinafter defined) developed by the Joint Venture
or licensed to the Joint Venture. For purposes of this Section,
Know-How shall mean all proprietary and trade secret technology,
including developments, discoveries, methods, technigues and
other information whether or not patentable, which is owned by a
Party hereto and licensed to the Company or developed or obtained
in connection with this Joint Venture, but shall not include
information which: (a) is or becomes public knowledge (through no

failure of a Party hereto to perform its obligaticns hereunder);
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(b) is in the future rightfully received by a Party hereto from a third
person free from any obligation to keep it confidential; (c) is approved
by the Board of Directors of the Company for release, publication, dis-

semination or use; or (d) is required by applicable law to be disclosed.

1.9 Employment by the University. The Parties hereto acknowledge

that Mundy is a member of the faculty at the University. Mundy agrees

not to perforﬁ any services related to the Joint Venture Business in
University facilities and not to perform for the University or any other
person or entity other than the Company,lany services related to the Joint

Venture Business.

ARTICLE II - THE COMPANY

2.1 Certificate of Incorporation of the Company. Prior to the Closing

{(as hereinafter defined), Rorer will cause the Certificate of Incorporation

of the Company in the form of Exhibit B hereto to be filed with the Delaware

Secretary of State.

2.2 Organization of the Company. The following corporate action shall be

taken prior to or at the Closing: (a) adoption of the By-Laws of the Company
in the form of Exhibit C hereto, (b) election of the persons listed in Exhibit

D hereto as directors of the Company, (c) election of the persons listed in
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Exhibit E hereto as members of the Executive Committée, (d)
approval by the Board of Directors of the Research and
Development Agreement in the form of Exhibit A hereto to be
executed and delivered by Rorer and the Company, {(e)
authorization by the Board of Directors of the issuance and
delivery of capital stock pursuant to Article III herecof, and (f)
such other action of the Company as is contemplated by this
Agreement or as is deemed desirable by the Board of Directors.

2.3 Fiscal Year. The fiscal year of the Company shall

end on December 31 unless changed by the Board of Directors.

ARTICLE III - SUBSCRIPTIONS QOF STOCK OF THE COMPANY

3.1 Authorized Stock.

{a) Upon the filing with the Delaware Secretary of
State of the Certificate of Incorporation as contemplated by
Section 2.1 hereof, the authorized capital stock of the Company
will consist of (i) 500,000 shares of Common Stock, and (ii)
100,000 shares of Convertible Preferred Stock.

(b) The Certificate of Incorporation shall provide
for cumulative voting by the stockholders of the Common Stock,
and shall include provisions relating to the priorities as to
dividend and redemption payments, the rights upon liguidaticn and
the conversion and voting rights of the holders of the
Convertible Preferred Stock, all as set forth in Exhibit B

hereto.
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3.2 Rorer Subscription. Rorer hereby irrevocably

subscribes for 100,000 shares of Common Stock of the Company,
subject to and in accordance with the provisions of this
Agreement, at a cash price of $.01 per share for a total cash
purchase price of $1,000, plus additional consideration set forth
in Section 3.5.1 and to be paid as provided in Section 3.5.1.

3.3 Mundy Subscription. Mundy hereny irrevocably

subscribes for 80,000 shares of Common Stock of the Company,
subject to and in accordance with the provisions of this
Agreement, at a cash price of $.01 per share for a total cash
purchase price of $800, plus additional consideration as set
forth in Section 3.5.2 and to be paid as provided in Section
3.5.2.

3.4 University Subscription. The University hereby

irrevocably subscribes for 20,000 shares of Common Stock of the
Company, subject to and in accordarce with the provisions of this
Agreement, at a cash price of $.0l per share for a total cash
purchase price of $200, to be paid as provided in Sections 3.5.3.

3.5 Payment of Stock Purchase Price.

3.5.1 Payment by Rorer. At the Closing, Rorer shall

make the required payment for its Common Stock purchases by (a)
paying $1,000 to the Company and (b) contributing to the Ccmpany
the equipment listed on Schedule 3.5.1.

3.5.2 Payment by Mundy. At the Closing, Mundy shall

make the required payment for his Common Stock purchases by (a)
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paying $800 to the Company and (b) contributing to the Company
proprietary know-how and information owned by him relating to
research in bone metabolism as set forth in Schedule 3.5.2.

3.5.3 Payment by the University. At the Closing, the

University shall make the required payment for its Common Stock
purchases by (a) paying‘szou to the Company (b) contributing to
the Company proprietary know-how and information owned by the
University and Mundy jointly as set forth in Schedule 3.5.2; and
(c) providing all necessary consents to authorize Mundy to carry
out the terms of this Agreement.

3.6 Investment Representations. The Parties understand

that the shares of Common Stock which are subscribed for hereby
have not been registered or qualified under the Securities Act of
1933, as amended (the "Act"), or under the securities laws of any
state, nor is the Company undesr any obligation to so register or
qualify such shares under the Act or such laws at some future
date. Each Party hereto represents and warrants to the Company
that the shares of Common Stock are being acquired, and any
shares of Convertible Preferred Stock which may be purchased will
be acquired, by such Party for investment and not with a view to
the distribution or resale thereof except in compliance with any
applicable federal and state securities laws. The effect of the
foregoing is that such shares must be held indefinitely unless
subsequently registered or qualified under the Act and/or the

securities laws of any state which may be applicable or unless an
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exemption from such registration or qualification is available.

3.7 Certificate Legend. The certificates representing

the shares of the Commcon Stock and the sharés of the Convertible

Preferred Stock to be issued pursuant to this Agreement will bear

the following legend:

"This certificate of stock and the shares
represented hereby may not be transferred
except in accordance with the provisions of,
and such shares are subject to certain
purchase and sale rights as provided in a
certain agreement among Rorer Group Inc., Dr.
Gregory R. Mundy and The University of Texas
Health Science Center at San Antonio,
dated . 1988, and no transfer of such
shares shall be made or shall be valid or
effective until the provisions of such
agreement have been met with respect to such
transfer. A copy of such agreement, with
amendments, if any, is on file at the
principal office of the corporation and will
be furnished by the corporation to the holder
hereof upon regquest and without charge."

"The shares represented by this certificate
have not been registered under the Securities
Act of 1933, as amended. Such shares have
been acquired for investment and may not be
sold, transferred, pledged or hypothecated in
the absence of an effective registration

statement for such shares under the Securities

Act of 1933, as amended, unless, in the
opinion (which shall be in form and substance
satisfactory to the corporation) cf counsel
satisfactory to the corpeoration, such
registration is not required.”

ARTICLE IV - CLOSING

4.1 Closing. The cleosing (the "Closing") shail take

place at the offices of | | P

[

1 at 10:00 A.M. on , 1988,
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other date or at such other time and/or place as shall be
mutually agreed upon in writing by the Parties.

4.2 Instruments to be Delivered at Closing. At the

Closing and subject to the terms and conditions herein contained:

(a) The Company will deliver to Rorer the following:
(i) a certificate or certificates for 100,000
shares of Common Stock; and
(ii) a duly executed counterpart of the Research
and Development Agreement.
(b)) The Company will deliver to Mundy the following:
(i) a certificate or certificates for 80,000

shares of Common Stock; and

(ii) a duly executed counterpart of the Employment

Agreement.
(c) The Company will deliver to the University the
following:
(i) a certificate or certificates for 20,000
shares of Common Stock.
(d) Rorer will deliver to the Company the following:
(1) cash and properties referred to in Secticn
3.5.1 in exchange for the Common Stock of the Company;
and
(ii) a duly execuﬁed counterpart of the Research
and Development Agreement.

{e) Mundy will deliver to the Company the foliowing:
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(i) cash and properties referred to in Section
3.5.2 in exchange for the Common Stock of the Company;
and

{ii) a duly executed counterpart of the Employment
Agreement.

() The University will deliver to the Company the
following:

(i) cash referred to.in Section 3.5.3 in exchange
for the Common Stock of the Company.

(ii) a copy of the consent or authorization
contemplated by the Rules and Regulétions of the Board
of Regents of the University of Texas System to permit
Mundy to carry out the duties and obligations hereunder.

(iii) a letter from the University of Texas System
Office of General Counsel to the effect that all
necessary consents by the University to authorize Mundy

to perform under this Agreement have been obtained.

ARTICﬂE V - REPRESENTATIONS AND WARRANTIES

5.1 Representations and Warranties of Rorer. Rorer

represents and warrants to Mundy and the University as follows:

S.1.1 Organization, Power and Standing. Rorer is a

corporation duly organized, validly existing and in good standing
under the laws of the Commonwealth of Pennsylvania and has all

necessary corporate power and authority to own its properties and
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to carry on its business as now owned and operated bf it.

5.1.2 Authority. Rorer has full corporate power and
lawful authority to execute and deliver this Agreement and the
Research and Develcpment Agreement, and to consummate and perform
the transactions contemplated hereby and thereby. The execution
and delivery of this Agreement and the Research and Development
Agreement by Rorer and the consummation and performance by Rorer
of the transactions contemplated hereby and thereby have been
duly and validly authorized by all necessary corporate and other
proceedings; and this Agreement and the Research and Development
Agreement shall, when executed and delivered on behalf of Rorer,
constitute the valid obligations of Rorer, legally binding upon
it in accordance with their terms.

5.1.3 Compliance. No approval or consent of any
federal, state, county, local or other governmental agency or
body is required in connection with ﬁhe execution, delivery,
consummation and performance by Rorer of this Agreement and the
Research and Development Agreement. The execution, delivery,
consummation and performance by Rorer of this Agreement and the
Research and Development Agreement will not conflict wich or

result in the breach or viclation of any term or provision of, or

‘constitute a default under, the Certificate of Incorporacion or

By-Laws of Rorer, and will not conflict with or result in the
breach or vioclation of any material term or provision oZ, or

constitute a material default under, any statute, indenture,
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mortgage, deed of trust, note agreement or cther agreement or
instrument to which Rorer is a party or by which Rorer is bound,
or any law, order, writ, injunction, decree, rule or regulation
of any court or any governmental agency or body.

5.2 Representations and Warranties of Mundy. Mundy

represents and warrants to Rorer and the University as follows:

5.2.1 Authority. Mundy has full power and lawful
authority to execute and deliver this Agreement and the
Employment Agreement and to consummate and perform the
transactions contemplated hereby and thereby. This Agfeement and
the Employment Agreement shall, when executed and delivered on
behalf of Mundy, constitute the valid obligations of Mundy,
legally binding upon him in accordance with their terms.

5.2.2 Compliance. No approval or consent of any

federal, state, other than the University, county, local or other
governmental agency or body or any individual, corporation or
other entity is required in connection with the éxecution,
delivery, consummation and performance by Mundy of this Agreement
and the Employment Agreement. The execution, delivery,
consummation and performance by Mundy of this Agreement and the
Employment Agreement will not conflict with or result in the
breach or wviclation of any term or provision of, or constitute a
default under, any agreement or instrument to which Mundy is a
party or by which Mundy is bound (including, without limitation,

the employment agreement between Mundy and the University and any
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contracts or agreements relating to research grants), or any law, order,
writ, injunction, decree, rule or regulation of any court or any
governmental agency or body. Mundy shall fully coﬁply with all
reporting requirements concerning the Joint Venture Business applicable
to University employees resulting‘from State law or University
regulation.

5.3 Representations and Warranties of the University. The

University represents and warrants to Rorer and Mundy as follows:

5.3.1 Authority. The University has full power and lawful
authority to execute and deliver this Agreement and to consummate and
perform the transactions contemplated hereby. This Agreement shall,
when executed and delivered on behalf of the University, constitute the
valid obligations of the University, legally binding upon it in
accordance with its terms,

5.3.2 Complianée. No approval or consent of any federal, state,

county, local or other governmental agency or body or any individual
corporafion or other entity is required in connection with the
execution, delivery, consummation and performance by the University of
this Agreement. The execution, delivery, consummation and performance
by the University of this Agreement will not conflict with or result in
the breach or violation of any term or provision of, or constitute a
default under, any agreement or instrument to which the University is a
party or by which the University is bound, or any law, order, writ,
injunction, decree, rule or regulation of any court or any governmental
agency or body.

5.4 Damages, Each of the Parties shall be liable for
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damages to the other Parties for any material breach of its or
his representatiqns, warranties and covenants which results in a
failure to perform under this Agreement. This provision shall
apply to the University only to the extent authcrized by the

Constitution and the laws of the State of Texas.

ARTICLE VI - CONDITIONS PRECEDENT TO CLOSING

6.1 Conditions Precedent to the Obligations of Rorer.

All obligations of Rorer under this Agreement are subject to the
fulfillment or satisfaction, prior to or at the Closing, of each
of the following conditions precedent (any of which may be waived
in writing in whole or in part by Rorer):

6.1.1 Performance of Conditions. Mundy and the

University shall have performed and complied with all agreements
and conditions required by this Agreement to be performed or
complied with by them prior to or at the Closing.

6.1.2 Employment Agreement. Mundy and the Company

shall have executed and delivered the Employment Agreement.

6.1.3 Research and Development Agreement. The Company

shall have executed and delivered the Research and Develcpment
Agreement.

6.1.4 Certificate of Incorporation and By-Laws of the

Company. The Certificate of Incorporation of the Company shall

conform to Exhibit B and its By-Laws shall coenform to Exhibit C.

6.1.5 Organization of the Company. The'Company shall
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have been organized in accordance with Section 2.2 and its Board
of Directors shall have taken all of the actions referred to in
that Section.

6.1.6 Approval of Counsel. All actions, proceedings,

resolutions, instruments and documents required to carry out this
Agreement or incidental hereto, including appropriate releases
and waivers from the National Institute of Health and any agency
with possible claims to Mundy's proprietary know-how and
information, and all other related legal matters shall have been
“approved on or‘before.the Closing Date by Mofgan, Lewis &
Bockius, counsel to Rorer, in the exercise of its reasonabile
judgment.

6.2 Conditions Precedent to the Obligations of Mundy.

All obligations of Mundy under this Agreement are subject to the

fulfillment or satisfaction, prior to or at the Closing, of each

of the following conditions precedent (any of which may be waived
in writing in whole or in part by Mundy):

6.2.1 Performance of Conditions. Rorer and the

University shall have performed and complied with all agreements
and conditions required by this Agreement to ‘be performed or
complied with by them prior to or at the Clecsing.

6.2.2 Research and Development Agreement. Rorer and

the Company shall have executed and delivered the Research and
Development Agreement.

6.2.3 Employment Agreement. The Company shall have
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executed and delivered the Emplcoyment Agreement.

6.2.4 Certificate of Incorporation and By-Laws of the

Company. The Certificate of the Company shall conform to Exhibit
B and its By-Laws shall conform to Exhibit C.

6.2.5 Qrganization of the Company. The Company shall

have been organized in accordance with Section 2.2 and its Board
of Directors shall have taken all of the actions referred to in
that Section.

6.2.6 Approval of Counsel. All actions, proceedings,

resolutions, instruments and documents required to carry out this
Agreement or incidental hereto and all other related legal
matters shall have been approved on or before the Closing Date

by , counsel to Mundy, in the exercise of its

reasonable judgment.

6.3 Condition Precedent to the Obligations ©of the

University. All obligations of the University under this

Agreement are subject to the fulfillment or satisfaction, prior
to or at the Closing, of each of the following conditions
precedent (any of which may be waived in writing in whole or in
part by the University):

6.3.1 Performance of Conditions. Mundy and Rcorer shall

have performed and complied with all agreements and conditicns
required by this Agreement to be performed or complied with by
them prior to or at the Closing. |

6.3.2 Emplcocyment Agreement. Mundy and the Company
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shall have executed and delivered the Employment Agreement.

6.3.3 Research and Development Agreement. Rorer and

the Company shall have executed and delivered the Research and
Development Agreement.

6.3.4 Certificate of Incorpecraticn and By-Laws of the

Company. The Certificate of Incorporation of the Company shall
conform to Exhibit B and its By-Laws shall conform to Exhibit C.

6.3.5 Organization of the Company. The Company shall

have been organized in accordance with Section 2.2 and its Board
of Directors shall have taken all of the actions referred to in
that Section.

6.3.6 Approval of Counsel. All actions, proceedings,

resolutions, instruments and documents required to carry out this
Agreement or incidental hereto, including appropriate releases
and waivers from the National Institute of Health and any agency
with possible claims to Mundy's proprietary know-how and
information, and all other related legal matters shall have been
approved on or before the Closing Date by the University of Texas
System Office of General Counsel} or its designee, in the

exercise of its reasonable judgment.

ARTICLE VII - FUTURE FINANCING

7.1 Third-Party Financing. After the Closing, the

Company shall exert its best efforts to obtain debt financing as

may be needed by the Company in excess of the payment from Rorer
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under the Research and Development Agreement from one or more
third parties on a reasonable basis and for the maximum amount of
debt which it is reasonable under the circumstances for the
Company to service as determined by the Execﬁtive Committee.

Such third-party financing shall be without recourse, directly or
indirectly, to any of the Parties.

7.2 Additional Investment by Rorer. To the extent that

funds, in addition to those provided by Rorer under the Research
and Development Agreement and those available from third parties,
are required to develop and operate the Joint Venture Business,
Rorer may, upon request by the Board of Directors of the Company,
and in Rorer's sole discretion, provide up to $5 million
additional financing to the Company in exchange for shares of
Convertible Preferred Stock of the Company which, if converted,
would equal one percent (1l%) of the outstanding shares of Common
Stock of the Company for each §1 million of financing provided by

Rorer pursuant to this Section 7.2.

ARTICLE VIII - ARBITRATION

8.1 Arbitration.

(a) All disputes, controversies or claims arising
out of or related to (i) the interpretation or enforcement of
this Agreement, (ii) any agreement contemplated hereby, (iii) any
breach, termination or claim of invalidity of this Agreement or

other agreements contemplated hereby, or (iv) any deadlock of the
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Board of Directors with respect to the conduct or operation of
the Company, except with respect to an amendment to this
Agreement or to any agreement contemplated hereby, shall be
settled finally and without resort to any legal proceedings
(except for the enforcement of the arbitral award) by arbitration
conducted in accordance with the provisions of Section 8.1(b)
hereof. The arbitrator shall resolve all deadlocks of the Board
of Directors by determining the course of action which is in thé
best business interests of the Joint Venture. If any Party
believes that a deadlock which has been referred to arbitration
by another Party cannot or should not be resolved by an
arbitrator's determination as to course of action because it is
too subjective, such Party may request that the arbitrator refuse
to arbitrate such deadlock on the grounds that it is not
appropriate for arbitration under this Section 8.1 and the
arbitrator may refuse to arbitrate on such grounds.

Notwithstanding the foregoing, the remedy at law for any
breach of the provisions of Articles VIII, IX and X of this
Agreement is acknowledged by the Parties to be inadequate, and an
aggrieved party seeking relief or remedies for such a breach
shall have the right and is hereby granted the privilege, in
addition to all other remedies at law or in equity, to temporary
or permanent injunctive relief without the necessity of proving
actual damage.

(b) Arbitrations under this Section 8.1 shall be
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conducted before a single arbitrator in accordance with the
Commercial Arbitration Rules of the American Arbitration
Association (the "AAA"), in Philadelphia, Pennsylvania. The
arbitrator shall be selected pursuant to the following
procedure, The Party demanding arbitration shall give written
notice to the other Parties of the demand for arbitration, which
notice shall specify in reasonable detail the nature of the
dispute. Within ten days following notice as aforesaid, the
Parties shall advise the AAA as to the general nature of the
dispute, and shall request the AAA to provide a list of four
qualified arbitrators. Within five days folibwing receipt of the
list of arbitrators from the AAA, the Party demanding arbitration
shall strike the name of one arbitrator. Each Party shall then,
in turn, have five days within which to strike the name of one
arbitrator, until the name of one arbitrator shall remain. The
last remaining arbitrator shall arbitrate the dispute between the
Parties. The foregoing procedure shall be completed within 15
days following receipt of the list of arbitrators from the AAA,
All decisions of the arbitrator as to whether a
particular deadlock is too subjective for arbitration, as well as
all decisions of the arbitrator resolving deadlocks, disputes,
controversies, or claims shall be final and binding upon the
stockholders of the Company both as to law and to fact and shall
be enforceable at law or in equity by any court of competent

jurisdiction. Once an issue has been arbitrated'pursuant hereto
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or determined to be too subjective for arbitration pursuant

hereto, the decision of the arbitrator shall be res judicata with

respect to such issue.

The stockholders of the Company shall take whatever
steps may be necessary to have the decision of the arbitrator
carried out. Unless such failure is waived in writing by other
Parties to the arbitration, any Party-failing to cooperate or
failing to abide by the arbitrator's decision(s) with respect to
a deadlock of the Board of Directors shall be deemed to terminate
the Joint Venture as set forth in Section 10.2 hereof, but shall
in no event be liable for damages'to such other Parties, it being
the intention of the Parties that the sole consequence of such a
failure to cooperate or to abide by the arbitrator's decision is
the activation of the buy-sell provision of Section 10.2
hereof. Notwithstanding the foregcing, from the date hereof
through three full fiscal years of the Company commencing on the
date of the Closing, the Parties shall abide by the arbitrator's
decision or be liable for damages and injunctive relief.

The Parties agree to cooperate with each other in
causing the arbitration to be held in as efficient and
expeditious a manner as practicable and in this connection to
furnish such documents and make available such of their
respective personnel as the arbitrator may request.

(¢) All fees and expenses attributable to the

conduct of arbitration pursuant to this Section 8.1 shall be paid
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by the Company; provided, however, that each Party to the
arbitration shall bear its own legal expenses. Notwithstanding
the foregoing Arbitration provisions, the University shall have

the right and privilege to seek remedies in the courts.

ARTICLE IX - RESTRICTIONS ON DISPOSITION OF COMPANY STOCK

9.1 General Restrictions. None of the Parties shall

sell, transfer, assign, pledge or otherwise alienate ("transfer")
any of the shares of the Company's capital stock except in
accordance with the provisions of this Article IX, and any
transfer not in accordance with this Article IX shall be null and
voia. |

9.2 Permitted Transfers to Third Persons.

(a) Rorer may transfer any or all shares of Common
Stock and Convertible Preference Stock to any wholly-owned,
direct or indirect, subsidiary thereof.

{b) Any Party may transfer all, but not less than all,
shares of the stock held by it or him to a third person, only
upon satisfaction of the following conditions and in accordance
with the following provisions:

(1) The stock to be sold shall have been offered
for sale to the non-transferring Parties (the
"offerees") by written offer setting forth the price and
the termé and conditions of the proposed sale to a third

person and the name and address of the prospective
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purchaser. The offer shall provide that the offerees
may purchase the offered stock at the same price and on
the same terms and conditions as the proposed sale
described in the offer.

(2) Within 60 days after the receipt of such
offer, the offerees may elect to purchase the offered
stock and shall give notice of acceptance of the offer
to the offering party. Such notice shall specify a
date, time and place for the stock closing which shall
not be more than 90 days after the date of notice of
acceptance of the offer. If more than one offeree
desires to purchase the shares held by the offering
party, the offerees shall purchase the shares of the
offering party on the basis of their proportionate
ownership of the Company Common Stock.

(3) Within 60 days after the receipt of such
offer, the offerees may consent to the sale of the stock
of the offering party to the third person named in the
offer at the same price and on the same terms and
conditions as the proposed sale described in the offar
and shall give notice of such consent to the orffaring
party.

(4) In the event that the offerees have not given
notice of their election pursuant to this Section 9.2(b)

to the offering party within 60 days after the receint
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of such offer, the offerees shall be deemed to have
consented to the sale of the stock of the offering party

to the third person named in the offer at the same price

and on the same terms and conditions as the proposed

sale described in the offer,

{(5) If the sale to a third person contemplated by

Sections 9.2(b)(3) and 9.2(b)(4) hereof is not completed

within 90 days of notice to the offering party of the

consent or deemed consent, as the case may be, of the
offerees to such sale, the ocffering party shall no
longer be free to sell the stock pursuant hereto and
must again comply with the procedures set forth in this

Section 9.2(b) prior to transferring its stock to a

third person.

{c¢) As used herein, "Permitted Transferee" shall mean
any person to whom stock may be transferred under the terms of
this Section 9.2. Before stock may be transferred pursuant to
Section 9.2(a) or 9.2(b) hereof to a Permitted Transferee, the
party desiring to make such transfer shall deliver to the cther
stockholders and the Company in form-and substance satisfactory
to the Company and such other parties in the exercise of their
reasonable judgment, the agreement of such Permitted Transferee
to be bound by the terms and conditions of this Agreement. Any
transfer pursuant to Section 9.2(a) hereof shall not affect the

rights and obligations under this Agreement of the transferor.
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{d) Notwithstanding the foregoing, the Parﬁies may
agree in writing to permit the transfer of any or all shares of
the Common Stock and the.Convertible Preference Stock upon the
terms and conditions set forth in such written agreement among
the Parties.

9.3 Voluntary Transfers Among the Parties and the

Company. The Parties may transfer their shares of Common Stock
and Convertible Preferred Stock to each other or the Company upon

such terms and conditions as the Parties may agree.

ARTICLE X - TERMINATION OF JOINT VENTURE

10.1 Unilateral Termination. At any time after the end

of three full fiscal years of the Company commencing the date of
the Closing or the termination of the Research and Development

Agreement, whichever occurs later, either Mundy or Rorer, in its
or his sole discreticon, may elect to términate the Joint Venture.

10.2 Buy-Sell Option. In the event that either Mundy

or Rorer elects or is deemed to have elected to termihate the
Joint Venture, the following procedure shall be followed:

(a) The Party electing to terminate the Joint Venture
(the "Initiating Party") shall state in writing the price per
share of Common Stock at which it or he shall, at the option of
the other stockholders (the "Responding Parties"), either sell
all, but not less than all, of its or his Common Stock or buy

all, but not less than all, of the Common Stock of the Responding
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Parties, such sale or purchase to be on the terms set forth in
Section 10.2(¢) hereof; provided, however, that if a Party is
deemed to have elected to terminate the Joint Venture and such
Party does not state a price for the Commen Stock as reguired
hereby, the price of the Common Stock for the purposes of this
Section 10.2(a) shall be the book walue of the Common Stock as of
the end of the fiscal year ended immediately preceding the date
on which such Party is deemed to have elected to terminate the
Joint Venture, as shown on the Company's balance sheet audited by
the Company's reqular independent certified public accountants.

(b) The Responding Parties shall have a period of 100
days after receipt of written notice from the Initiating Party
within which to notify the Initiating Party whether they shall
purchése the shares of the Initiating Party or sell their shares
to the Initiating Party. If more than one Responding Party
desires to purchase the shares held by the Initiating Party, the
Responding Parties shall purchase the shares of the Initiating
Party on the basis of their proporticnate ownership of the
Company Common Stock.

{c) Payment for the purchase of shares sold in
accordance with this Section 10.2 shall be made in cash or by
bank check at the closing of the purchase and sale, which shall
occur no later than 90 days after the receipt of notice from the
Responding Parties.

{d) The purchaser of the shares of Common Stock
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pursuant to this Section 10.2 shall, simultaneously with such
purchase, purchase or cause to be repurchased by the-Company, on
the terms described in Section 10.2(c) hereof, all Convertible
Preferred Stock owned by the selling party at the same price as

the Common Stock.

ARTICLE XI - MISCELLANEQCUS PROVISIONS

11.1 Access.

(a) After the consummation of the transactions herein
contemplated, for so long as any of the Parties or a Permitted
Transferee owns shares of the Common Stock, the Parties and such
Permitted Transferee and their agents shall have access at any
reasonable time to all books of account and records of the
Company, shall have the r;ght to make copies thereof and to make
reasonable inspections of the properties and assets of the

Company and its subsidiaries.

11.2 Other Agreements. The Parties acknowledge that the
Company will enter into a number of agreements contemplated
hereby, which will be attached as exhibits hereto. The Parties
further acknowledge and agree that a Party while not bound by the
terms of agreements contemplated hereby to which such Party is
not a signatory, shall not object to the terms of any such
agreements.,

11.3 Brokers' and Finders' Fees.

(a) Each of the Parties represents and warrants to the

other Parties that all negotiations relative to this Agreement
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have been carried on by it or him directly without the
intervention of any person, firm, corporation or entity who or
which may be entitled to any brokerage fee, finders' fee or other
commission in respect of the execution of this Agreement or the
consummation of the transactions contemplated hereby, and such
Party shall indemnify and hold the other Parties and the Company
harmless against any and all claims, losses, liabilities or-
expenses which may be asserted against the other Parties or the
Company or any affiliate thereof as a result of such Party's or
any of its affiliates' dealings, arrangements or agreements with
any such person, firm, corporation or entity. This hold harmless
provision shall apply to the University only to the extent
authorized by the Constitution and the laws of the state of
Texas.

11.4 Expenses. Except as provided in Sections 5.4 and
8.1, all fees and expenses incidental to the consummation of the
transactions contemplated by this Agreement shall be paid by the
Company; provided, however, that each Party to this Agreement
shall be responsible for the fees and disbursements of its
attorneys and acCountanté in connection with their respective
services on behalf of each Party.

11.5 Further Assurances. Subject to the terms and

conditions herein provided, each of the Parties shall use its or
his best efforts to take, or cause to be taken, such action to

execute and deliver, or cause to be executed and delivered, such
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additional documents and instruments and to do, or cause to be
deone, all things necessary, proper or advisable under the
provisions of this Agreement and under applicable laws to
consummate and make effective the transactions contemplated by
this Agreement.

11.6 Entire Agreement. This Agreement sets forth the

entire understanding of the Parties with respect to the
contemplated transactions. It shall not be changed or terminated
orally; and no change or termination hereof shall be effective
unless in writing and signed by the Parties. All
representations, warranties, covenants and agreements of the
Parties contained in this Agreement shall survive the Closing.
Any and all previous agreements and understandings between or
among any or all of the.Parties regarding the subject matter
hereof, whether written or oral, are superseded by this
Agreement.

11.7 Assignment and Binding Effect. Except as set

forth in Article IX hereof, this Agreement may not be assigned by
any Party hereto without the prior written consent of the other
Parties. All of the terms and provisions of this Agreement shall
be binding upon and inure to the benefit of and be enforceable by
the respective permitted successors and assigns of the Parties.
No such assignment shall release the assigning Party from its or
his cbligations hereunder.

11.8 Waiver. Any term or provision of this Agreement
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may be waived at any time by the Party entitled to the benefit
thereof, but only by a written instrument executed by such Party
or a duly authorized officer of any such Party hereto.

11.9 ©No Partnership or Agency Relationship. Nothing

contained in this Agreement, or otherwise shall be construed as
establishing a partnership or agency relationship or rendering
any Party hereto liable for the actions or inactions of another
Party hereto.

11.10 Notices. Any notice, request, demand, waiver,
consent, approval, or other communication which is required or
permitted hereunder shall be in writing and shall be deemed given
only if delivered personally or sent by registered or certified
mail, postage prepaid as follows:

If to Rorer, to:

With required copies to:

If to Mundy, to:

With required copies to:
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If to the University, to:

With required copies to:

or to such other address as the addressee may have specified in a

notice duly given to the sender as provided herein. Such notice,

request, demand, waiver, consent, approval or other communication
will be deemed to have been given as of the date so delivered (in
case of perscnal delivery) or five calendar days after being
mailed.

11.11 Governing Law. This Agreement and all agreements

attached hereto as exhibits shall be interpreted in accordance
with the laws of the State of Delaware, unless any agreement
attached hereto as an exhibit shall otherwise specifically
provide.

11.12 No Benefit to Others. The representations,

warranties, covenants and agreements contained in this Agreement
are for the sole benefit of the Parties and their successors and
assigns, and they shall not be construed as conferring and are
not intended to confer any rights on any other persons.

11.13 Section Headings and Gender., All section

headings and the use of a particular gender are for convenience

only and shall in no way modify or restrict any of the terms or
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provisions hereof.

11.14 Counterparts. This Agreement may be executed in

two or more counterparts, each of which shall be deemed an
original, and each of the Parties may become a party hereto by
executing a counterpart hereof. This Agreement and any
counterpart so executed shall be deemed to be one and the same
instrument. It shall not be necessary in making proof of this
Agreement or any counterpart hereof to produce or account for any
of the other counterparts.

IN WITNESS WHEREOF, the Parties hereto, intending to be
legally bound hereby, have duly executed this Agreement as of the

day and year first written above.

(Corporate Seal) RORER GROUP INC.
Attest:

By: By:

Witness Gregory R. Mundy
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Attest: BOARD OF REGENTS OF
THE UNIVERSITY OF TEXAS SYSTEM

By: By:

Executive Secretary Charles B. Mullins, M.D.
Executive Vice Chancellor
for Health affairs

Approved as to Form: Approved as to Content:
By: By:

Dudley R. Dobie, Jr., Attorney John P. Howe, III, M.D.

Office of General Counsel President, The University

The University of Texas System of Texas Health Science

Center at San Antonio

Approved by Counsel for Rorer Group Inc. of the arbitration provision
contained in Section B.1 of this Agreement.

Morgan, Lewis & Bockius

By: '

Approved by counsel for Gregory R. Mundy, M.D., Ph.D. of the arbitration
provision contained in Section 8.1 of this Agreement.

By:
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EXHIBIT A

RESEARCH AND DEVELOPMENT AGREEMENT

THIS RESEARCH AND DEVELOPMENT AGREEMENT, dated as of the
day of . 1988, between RORER GROUP INC., a
Pennsylvania corporation ("Rorer"}, and ’
a Delaware corporation formed pursuant to a Joint Venture Agreement
dated _ , 1988 between Rorer, Gregory R.
Mundy, M.D., Ph.D. ("Mundy") and The University of Texas Health Science
Center at San Antonio (the "University") (the "Joint Venture Company").

RECITALS
A. PRorer is itself and through subsidiary corporations
engaged in the business of researching, developing, producing and
selling pharmaceutical products. It is interested in creating novel
drug delivery systems for the treatment of bone injuries, osteoporosis
and metabolic bone diseases.

B. The Joint Venture Campany was formed to continue and
further the research done by Mundy in the field of bone metabolism.

C. Rorer and the Joint Venture Campany desire to enter into
this Agreement pursuant to which the Joint Venture Company will
undertake research services described below on behalf of Rorer.

NOW, THEREFORE, in consideration of the mtual covenants and
agrecments herein contained, and intended to be legally bound hereby,
the parties hereto agree as follows:

1. Research and Development Services.

1.1, During the Term (as defined in Section 3.1 bhelow) of
this Agreement, the Joint Venture Campany shall provide to Rorer on the
tems and conditions set forth herein the services including, but not
limited to, the Joint Venture Business as defined in the Joint Venture
Agreement (the "Services").
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1.2.. The Joint Venture Campany shall provide or cause to be
provided all facilities, equipment and personnel necessary to render the
Services, shall conduct the research and development in a diligent
manner and shall use its best efforts to provide the Services. During
the Term of this Agreement, the Joint Venture Campany shall not without
the written consent of Rorer perform or provide consulting, research and
develomment services for itself or for any other person, firm or
corporation,

2. Payment for Services.

2.1. Rorer will pay, as campensation for the Services to be
rendered by the Joint Venture Campany, $1,000,000 per year during the
Term of this Agreement.

2.2. The annual compensation of $1,000,000 referred to in
Section 2.1 above shall be paid to the Joint Venture Camwpany in [four
equal quarterly installments]. Upon the request of the Joint Venture
Campany and in Rorer's sole discretion, Rorer may accelerate payment of
the [quarterly installments] and payment of other campensation not yet
done,

3. Term.

3.1. The Term of this Agreement shall include the original
term which shall commence as of the date first above written and
continue for three years, and any extensions pursuant to Sections 3.2,
3.3 and 3.5 bhelow.

3.2 After the second anniversary of the date first above
written, either Rorer or the Joint Venture Campany may terminate this
Agreement upon cne year's written notice to the other party unless this
Agreement has been extended in accordance with Section 3.3 below. If
this Agreement is not terminated in accordance with the preceding
sentence, this Agreement shall autcmatically be extended for 2 years.

3.3 If any time the Joint Venture Campany develops, creates
or produces a new patentable chemical entity, or a new patentable
delivery system, this Agreement shall autcmatically be extended for an
additional term of 3 years. One year prior to the expiration of such
extension, either party may terminate this Agreement upon one year's
written notice to the other party. If this Agreement is not terminated
in accordance with the preceding
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sentence, this Agreement shall automatically be extended for 2
years.

_ 3.4. In no event shall the Term of this Agreement be
extended at any one time for more than 3 years.

3.5. Notwithstanding any other provision in this
Agreement, the Term of this Agreement may be extended by the
mutual consent of the parties.

4. Reports and Records.

4.1. The Joint Venture Company shall keep and
maintain, in accordance with generally accepted accounting
Pprinciples and practices consistently applied, proper, accurate
and complete records and books of account. The Joint Venture
Company agrees to provide Rorer and any agent, employee,
accountant, attorney or other representative of Rorer, at any
time and from time to time during and after the Term of this
Agreement, access to, and to permit the inspection, examination
and copying of, any such records and books.

4.2. The Joint Venture Company shall provide
[quarterly reports] to Rorer concerning the status and result of
the research conducted by it.

4.3. During the Term of this Agreement, Rorer’s
employees, agents and representatives shall have access to the
Joint Venture Company at mutually agreed upon times for
disclosure of all information that is the subject of this
Agreement.

5. e i icen oyalty.

5.1. All patents, inventions, discoveries,
copyrights, trade secrets, know-how, and other intellectual
property created, developed, conceived or reduced to practice by
the Joint Venture Company or any of its scientists, employees or
agents on behalf of the Joint Venture Company during the Term of
this Agreement shall be owned by the Joint Venture Company.

5.2. Rorer is hereby granted a right of first
refusal to obtain an exclusive license from the Joint Venture
Company for any patents and know-how owned by the Joint Venture
Company. The license shall be a worldwide license and shall be
for the life of the patent. The License Agreement shall be as
set forth in Exhibit B hereto which provides, among other things,
for royalty payments to the Joint Venture Company, Mundy and the
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University in amounts equal to 5%, 4% and 1%, respectively, of Annual
Sales (as defined in the License Agreement) per year.

6. Campliance with Laws; Insurance; Taxes.

6.1. The Joint Venture Campany covenants and agrees that
it will caomply in all respects with all laws, rules, regulations and
orders applicable to it. Without limiting the generality of the
foregoing, the Joint Venture Company agrees that it will not infringe
any United States or foreign patent or copyright in favor of any third
party in connection with the performance of its obligations under this
Agreement.

6.2. The Joint Venture Campany, at its expense, shall at
all times during the Term of this Agreement maintain property damage,
camprehensive general liability and other insurance custamary in the
business of the Joint Venture Company. In addition, the Joint Venture
Company shall purchase and maintain insurance to.gquard against any risks
that might deprive the Joint Venture Campany of the continued services
of Mundy. The Joint Venture Campany shall give Rorer immediate notice
of any suit, action or proceeding filed, or pronpt notice of any claim
made, against the Joint Venture Campany arising out of the performance
of this Agreement, the risk of which is then uninsured or in which the
amount claimed exceeds the amount of any applicable insurance coverage.

6.3. The Joint Venture Campany, at its expense, shall pay
all federal, state and local taxes, including, without limitation,
incame, sales, use, excise and similar taxes, assessed against or
relating to this Agreement, the amounts paid or payable by Rorer
hereunder or assessed against or relating to the business of the Joint
Venture Campany and for which the Joint Venture Campany is liable
directly or indirectly.

7. Technical Assistance; Patent Applications.

7.1. The Joint Venture Campany shall at any time and from
time to time render such technical assistance as shall be reascnably
requested by Rorer and as shall be necessary to permit Rorer to enjoy
fully the use and benefit of the Services.

7.2. The Joint Venture Campany shall retain Rorer for the
purpose of processing any patent application.

8. Confidentiality.

8.1. The Joint Venture Campany agrees to take reasonable

security measures to safeguard and protect the
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confidentiality of the research conducted by it, including,
without limitation, entering into confidentiality agreements with

its employees.

9.

9.1. |

Default and Termination.

The occurrence of any one or more of the

following events shall constitute an Event of Default:

(a)

(b)

(c)

(d)

if either party shall (i) commence a case under
the federal bankruptcy laws, as now or
hereafter constituted, or otherwise seek
protection from creditors generally under any
federal or state bankruptcy, insolvency,
moratorium or similar laws, (ii) have a case or
proceeding commenced against it under any of
such laws which remains undismissed or unstayed
for a period of 90 days after it receives
notice or otherwise become aware of such case
or proceeding, (iii) suffer the entry of a
decree or order appointing, or otherwise
consent in any manner to the appointment of, a
receiver, liquidator, assignee, custodian,
trustee or similar official of such party or
for any material portion of such party’s
property, or (iv) make a general assignment for
the benefit of creditors:

the failure of either party to perform or
observe any term, covenant or agreement
contained in this Agreement required to be
performed or observed and the failure to remedy
such performance or observance within 15 days
after written notice thereof shall have been
given by the non-defaulting party to the
defaulting party;

if it reasonably appears that either party will
be unable to carry on its business as a result
of a final judgment against such party
remaining unsatisfied for 90 days or longer, or
execution is levied against such party’s
business or property; or

if either party dissolves, liquidates, or
discontinues its business operations.
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9.2. Termination.

Upon the occurrence of an Event of Default, the
non-defaulting party shall be entitled to terminate this
Agreement.

10. en o . The Joint Venture
Company shall at all times under this Agreement be considered an
independent contractor of Rorer, maintaining exclusive control of
its personnel and operations. The Joint Venture Company shall
not hold itself out as, and nothing herein shall be deemed to
create or imply that the Joint Venture Company is, an agent,
employee, lessee, partner or joint venturer of Rorer.

11. Arbjtratjon. All disputes or controversies
between Rorer and the Joint Venture Company hereunder shall be
settled by arbitration in Philadelphia, Pennsylvania before a
single arbitrator in accordance with the Commercial Arbitration
Rules of the American Arbitration Association (#AAA*). The
arbitrator shall be selected pursuant to the following procedure.
The party demanding arbitration shall give written notice to the
other party of the demand for arbitration, which notice shall
specify in reasonable detail the nature of the dispute. Within
ten days following notice as aforesaid, the parties shall advise
the AAA as to the general nature of the dispute, and shall
request the AAA to provide a list of five qualified arbitrators.
Within five days following receipt of the list of arbitrators
from the AAA, the party demanding arbitration shall strike the
name of one arbitrater. Each party shall then, in turn, have
five days within which to strike the name of one arbitrator,
until the name of one arbitrator shall remain. The last
remaining arbitrator shall arbitrate the dispute between the
parties. The foregoing procedure shall be completed within 20
days following receipt of the list of arbitrators from the AAA.
Any award rendered by the arbitrator shall be conclusive and
binding upon the parties hereto. Each party shall pay its own
expenses of arbitration and the expenses of the arbitrator shall
be shared equally: provided, however, that if in the opinion of
the arbitrator any claim by Rorer or the Joint Venture Company or
any defense or objection thereto by the other party was made in
bad faith or was without a reasonable basis, the arbitrator may
assess, as part of this award, all or any part of the arbitration
expenses of the other party (including reasonable attorneys’
fees) and of the arbitrator against the party that raised such
claim, defense or objection. This provision for arbitration
shall be specifically enforceable by the parties hereto.
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12. Miscellaneous.

12.1. Subject to the terms and conditions herein
provided, each of the parties hereto shall use its best efforts
to take, or cause to be taken, such action, to execute and
deliver, or cause to be executed and delivered, such additional
documents and instruments and to do, or cause to be done, all
things necessary, proper or advisable under the provisions of
this Agreement and under applicable law to consummate and to make
effective the transactions contemplated by this Agreement.

12.2. This Agreement may not be amended or modified
except by an instrument in writing duly executed by the parties
hereto.

12.3. If any provision of this Agreement shall be
held to be invalid or unenforceable in any jurisdiction, such
provision shall be deemed amended to the extent necessary to
conform to applicable laws so as to be valid and enforceable or,
if it cannot be so amended without materially altering the
intention of the parties, this Agreement shall be construed as if
such invalid or unenforceable provision had never been contained
herein.

12.4. This Agreement shall be construed and enforced
in accordance with the laws of the state of [Delaware].

12.5 No delay in exercising any right arising from
any breach or failure to perform under this Agreement shall be
deemed a waiver thereof unless an express waiver is contained in
a writing signed by the party charged with such waiver; and no
such waiver shall be deemed to be a waiver of any subsequent
breach or failure or any other right or remedy arising under this
Agreement.

12.6. All notices, requests, demands and other
comnunications permitted or required hereunder shall be givén in
writing and may be delivered personally or sent by certified or
registered mail, return receipt requested, postage prepaid, '
addressed as follows:

If to Rorer:

If to the Joint Venture Company:
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All such notices shall be deemed to havé been given on the date
delivered personally or five days after the date mailed in the
manner provided above.

12.7. This Agreement may be executed in any number of
counterparts, each of which shall be an original and all of which
shall constitute together but one and the same document.

12.8. Neither this Agreement nor any right or
obligation arising hereunder may be assigned by either party, in
whole or in part, without the prior written consent of the other
party in its discretion, except that Rorer may make an assignment
to a wholly-owned direct or indirect subsidiary. This Agreement
shall be binding upon any assignee and, subject to the
restrictions on assignment herein set forth, shall inure to the
benefit of and be enforceable by the respective successors and
assigns of the parties hereto.

IN WITNESS WHEREOF, the parties hereto have caused this
instrument to be duly executed as of the date first above
written.

(Corporate Seal) RORER GROUP INC.
Attest:
By: ‘ By:

. (Corporate Seal) [JOINT VENTURE COMFANY]
Attest:
By: By:

Approved by counsel for Rorer Gfoup Inc. of the arbitration
provision contained in Section 11 of this Agreement.

Morgan, Lewis & Bockius
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Approved by counsel for [Joint Venture Company] of the
arbitration provision contained in Section 11 of this Agreement.

(Joint Venture Company)
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EXHIBIT B

CERTIFICATE OF INCORPORATION

OF

The undersigned incorporator, in order to form a
corporation under the General Corporation Law of the State of
Delaware, certifies as follows:

FIRST: The name of this corporation is [ ]
(hereinafter called the ”Corporation”).

SECOND: The registered office of the Corporation is to
be located at Corporation Trust Center, 1209 Orange Street, in
the City of Wilmington, in the County of New Castle, in the State
of Delaware. The name of its registered agent at that address
is The Corporation Trust Company.

THIRD: The purpose of the Corporation is to engage in
any lawful act or activity for which a corporation may be
organized under the General Corﬁoration Law of Delaware.

FQURTH: The Corporation shall be authorized to issue
600,000 shares, consisting of 500,000 shares of Common Stock of
the par value of $.0l1 per share and 100,000 shares of Convertible
Preferred Stock of the par value of $.01 per share.

A description of each class of shares, and a statement
of the preferences, qualifications, limitations, restrictions and
the special or relative rights granted to or imposed upon the

shares of each class are set forth below.
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A. Common Stock.

(1) Vgting Rights. The holders of Common Stock
of the Corporation shall be entitled to one vote per share at any
annual or special meeting of Stockholders for any matter coming
before such meeting. The right of the holders of Common Stock to
vote for directors shall be governed by the provisions of Article
FIFTH hereof. No plan, proposal, act, transaction or other
corporate action which requires the vote or consent of
stockholders of the Corporation under any provision of law or
under the Certificate of Incorporation or By-Laws of the
Corporation (as filed or adopted, as the case may be, as of the
date hereof and as the same may be amended from time to time)
shall be approved, effected or validated without the written
consent or the affirmative vote given in person or by proxy at a
meeting called for that purpose of the holders of a majority of
the outstanding Common Stock.

(2) Dividends. Subject to the terms of this
Article FOURTH, dividends may be paid on Common Stock out of any

funds legally available for such purpose when and as declared by

the Board of Directors of the Corporation.

B. Convertible Preferred Stock.
(1) No Voting Rights. Except as otherwise

required by law, no holder of Convertible Preferred Stock shall
have by reason thereof any right to notice of, or to vote at, any

meeting of stockholders of the Corporation called for the
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election of directors or for any other purpose or to express
consent or dissent in writing to any plan, proposal, act,
transaction or other corporate action to bhe approved, effected or
validated by stockholders, all voting rights in the Corporation
being hereby reserved exclusively to the holders of the Common
Stock.

(2) Dividends. The holders of Convertible Preferred
Stock shall be entitled to receive out of any funds legally
available when and as declared by the Board of Directors of the
Corporation cash dividends on each share thereof at the rate of
__% per annum, and ne more. Such dividends shall be cumulative
and payable before any dividends shall be paid on the Common
Stock. Accumulations of dividends shall not bear interest.

So long as any Convertible Preferred Stock shall reﬁain
outstanding, no dividend or other distribution (except in stock
of the Corporation of a class ranking junior to the Convertible
Preferred stock as to dividends and the distributions of assets
upon liquidation) shall be paid or made on the Common Stock,
unless (whether or not there shall be funds legally available
therefor) all dividends accumulated on shares of Convertible
Preferred Stock shall have been declared and paid.

(3) Liquidation Rights. In the event of any
ligquidation, dissolution or winding up of the Corporation, the
holder of an outstanding share of any Convertible Preferred Stock

shall be entitled to receive from the assets of the Corporation
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available for distribution to its stockholders the amount of all
unpaid dividends accumulated on such shares, accrued to the date
when such payments shall be made available to the holder thereof,
and, if such assets are sufficient to permit the payment in full
to such holders of all such dividends, then the amount of
] per share for each outstanding share of Convertible
Preferred Stock at the date of such liquidation, dissolution or
winding up, and no more, before any distribution of assets shall
be made to the holders of Common Stock. If, upon such
liquidation, dissolution or winding up, the assets distributable
to the hoiders of Convertible Preferred Stock shall be
insufficient to permit the payment in full to such holders of
the preferential amounts to which they are entitled, then such
assets shall be distributed ratably to the holders of Convertible
Preferred Stock.

After payment in full to the holders of Convertible
Preferred Stock of the preferential amounts set forth in the
preceding paragraph or after monies or other assets sufficient
for such payment shall have been deposited by the Corporation
with a bank or trust company having capital, surplus and
undivided profits aggregating at least $10,000,000, so as to be
and to continue to be available for such payment to the holders
of Convertible Preferred Stock, the remaining assets of the

Corporation available for payment and distribution to
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stockholders shall be paid and distributed to the holders of
Common Stock.

Neither a consolidation or merger of the Corporation
with or intc any other corporation, nor a merger of any other
corporation into the Corpeoration, nor a réorganization of the
Corporation, nor the purchase or redemption of all or part of the
outstanding shares of any class or classes of the Corporation,
nor a sale or transfer of all or any part of its assets shall be
considered a liquidation, dissclution or winding up of the
Corpeoration within the meaning of this Section (3).

(4) Redemptjon. The shares of Convertible
Preferred Stock shall not be redeemable.

(6) Conversion. At the option of the holders of
Convertible Preferred Stock, each share of Convertible Preferred
Stock may be converted into one share of Common Stock of the
Corporation provided that the Corporation has filed a
registration statement under the Securities Act of 1933, as
amended, with the Securities and Exchange Commission.

FIFTH: The business and affairs of the Corporation
shall be managed'by, or under the difection of, a Board of
Directors. The Board of Directors of the Corporation shall
consist of six directors. A director neéd not be a stockholder
of the Corporation. At each election of directors, each holder
of Common Stock shall be entitled to as many votes as shall equal

the number of votes which (except for this provision as to
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cumulative voting) he would be entitled to cast for the election
of directors with respect to his shares of stock multiplied by
the number of directors to be elected by him, and he may cast all
of such votes for a single director or may distribute them among
the number to be voted for, or for any two or more of them as he
may see fit.

SIXTH: Elections of directors need not be by ballot
unless the By-Laws of the Corporation shall so provide.

SEVENTH: The Corporation reserves the right to amend,
alter, change or repeal any provision contained in this
Certificate of Incorporation, in the manner now or hereafter
prescribed by statute, and all rights conferred upon stockholders
are granted sﬁbject to this reservation.

EIGHTH: The original by-laws of the Corporation shall
be adopted by the initial incorporator named herein. Thereafter
the Board of Directors shall have the power, in addition to the
stockholders, to make, alter, or repeal the by-laws of the
‘Corporation.

NINTH: A director of the Corporation shall not be
liable to the Corporation or its stockholders for monetary
damages for breach of fiduciary duty as a director, except for
liability (i) for any breach of the director’s duty of loyalty to
the Corporation or its stockholders, (ii) for acts or omissions
not in good faith or which involve intentional misconduct or a

knowing violation of law, (iii} under Section 174 of the Delaware
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General Corporation Law, or (iv) for any transaction from which
the director derived an improper perscnal benefit.

TENTH: The name and mailing address of the
incorporator is: Sylvia Wong, 2000 One Logan Square,
Philadelphia, PA 19103.

IN WITNESS WHEREOF, this Certificate has been signed on

this day of , 1988.

Sylvia Wong
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EXHIBIT C

BY-LAWS
OF
[Joint Venture Company]

(a Delaware Corporation)

ARTICLE I
Offices and Fiscal Year

SECTION 1.01. Registered Office. The registered office
of the corporation shall be i1n the City of Wilmington, County of
New Castle, State of Delaware until otherwise established by a
vote of a majority of the board of directors in office, and a
statement of such change is filed in the manner provided by
statute.

SECTION 1.02. Other Offices. The corporation may also
have offices at such other places within or without the State of
Delaware as the board of directors may from time to time
determine or the business of the corporation requires.

SECTION 1.03. Fiscal Year. The fiscal year of the
corporation shall end on the last day of December in each year.

ARTICLE TII
Meetings of Stockholders

SECTION 2.01. Place of Meeting. All meetings of the
stockholders of the corporation shall be held at the registered
office of the corporation, cor at such other place within cr
without the State of Delaware as shall be designated by the board
of directors in the notice of such meeting.

. SECTION 2.02. Annual Meeting. The board of directors
may f£ix the date and time of the annual meeting of the
stockholders, but if no such date and time is fixed by the board,
the meeting for any calendar year shall be held on the [first
Monday of February] in such year, if not a legal holiday, and if
a legal holiday then on the next succeeding business day at
10 o'clock A.M., and at said meeting the stockholders then
entitled to vote shall elect directors and shall transact such
other business as may properly be brought before the meeting.
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SECTION 2.03. Special Meetings. Special meetings of
the stockholders of the corporation for any purpose Or purposes
for which meetings may lawfully be called, may be called at any
time by the chairman of the board, a majority of the board of
directors, the president, or at the request, in writing, of
stockholders owning a majority of common stock of the corperation
issued and ocutstanding and entitled to vote. At any time, upon
written request of any person or persons who have duly called a
special meeting, which written request shall state the purpose or
purposes of the meeting, it shall be the duty of the secretary to
fix the date of the meeting to be held at such date and time as
the secretary may £ix, not less than ten nor meore than sixty days
after the receipt of the request, and to give due notice
therecf. If the secretary shall neglect or refuse to fix the
time and date of such meeting and give notice thereof, the person
or persons calling the meeting may do so.

SECTION 2.04. Notice of Meetings. Written notice of
the place, date and hour of every meeting of the stockheolders,
whether annual or special, shall be given to each stockholder of
record entitled to vote at the meeting not less than ten nor more
than sixty days before the date of the meeting. Every notice of
a special meeting shall state the purpose or purposes thereof.

SECTION 2.05. Quorum, Manner of Acting and
Adjournment., The holders of a majority of the stock issued and
outstanding (not including treasury stock) and entitled to vote
thereat, present in person or represented by proxy, shall
constitute a quorum at all meetings of the stockholders for the
transaction of business except as otherwise provided by statute,
by the certificate of incorporation or by these by-laws. If,
however, such quorum shall not be present or represented at any
meeting of the stockholders, the stockholders entitled to vote
thereat, present in person or represented by proxy, shall have
power to adjourn the meeting from time to time, without notice
other than announcement at the meeting, until a quorum shall be
present or represented. At any such adjourned meeting, at which
a quorum shall be present or represented, any business may be
transacted which might have been transacted at the meeting as
originally notified. If the adjournment is for more than thirty
days, or if after the adjournment a new record date is fixed for
the adjourned meeting, a notice of the adjourned meeting shall be
given to each stockholder of record entitled to vote at the
meeting. When a quorum is present at any meeting, the vote of
the holders of the majority of the stock having voting power
present in person or represented by proxy shall decide any
question brought before such meeting, unless the guestion 1s one
upon which, by express provision of the applicable statute, the
certificate of incorporation or these by-laws, a different vote
is required in which case such express provision shall govern and
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control the decision of such question. Except upon those
questions governed by the aforesaid express provisions, the
stockholders present in person or by proxy at a duly organized
meeting can continue to do business until adjournment,
notwithstanding withdrawal of enough stockholders to leave less
than a quorum.

SECTION 2.06. Organization. At every meeting of the
stockholders, the chairman of the board, if there be one, or in
the case of a vacancy in the office or absence of the chairman of
the board, one of the following persons present in the order
stated: the vice chairman, if one has been appointed, the
president, the vice presidents in their order or rank, a chairman
designated by the board of directors or a chairman chosen by the
stockholders entitled to cast a majority of the votes which all
stockholders present in person or by proxy are entitled to cast,
shall act as chairman, and the secretary, or, in his absence, an
assistant secretary, or in the absence of the secretary and the
assistant secretaries, a person appointed by the chairman, shall
act as secretary.

SECTION 2.07. Voting. Except as provided below, each
stockholder shall at every meeting of the stockholders be
entitled to one vote in person or by proxy for each share of
capital stock having voting power held by such stockholder. At
each election of directors, each holder of common stock of the
corporation shall be entitled to as many votes as shall equal the
number of votes which (except for this provisicon as to cumulative
voting) he would be entitled to cast for the election of
directors with respect to his shares of stock multiplied by the
number of directors to be elected by him, and he may cast all of
such votes for a single director or may distribute them among the
number to be voted for, or for any two or more of them as he may
see fit., No proxy shall be voted or acted upon after three years
from its date, unless the proxy provides for a longer period.
Every proxy shall be executed in writing by the stockholder or by
his duly authorized attorney-in-fact and filed with the secretary
of the corporation. A proxy, unless coupled with an interest,
shall be revocable at will, notwithstanding any other agreement
or any provision in the proxy to the contrary, but the revocation
of a proxy shall not be effective until notice thereof has been
given to the secretary of the corporation. A duly executed proxy
shall be irrevocable if it states that it is irrevocable and if,
and only as long as, it is coupled with an interest sufficient in
law to support an irrevocable power. A proxy may be made
irrevocable regardless of whether the interest with which it is
coupled is an interest in the stock itself or an interest in the
corporation generally. A proxy shall not be revoked by the death
or incapacity of the maker unless, before the vote is counted or
the authority is exercised, written notice of such death cr
incapacity is given to the secretary of the corporation.
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SECTION 2.08. Consent of Stockholders in Lieu of
Meeting. Any action required to be taken at any annual or
special meeting of stockholders of the corporation, or any action
which may be taken at any annual or special meeting of such
stockholders, may be taken without a meeting, without prior
notice and without a vote, if a consent or consents in writing,
setting forth the action so taken, shall be signed by the holders
of outstanding stock having not less than the minimum number of
votes that would be necessary to authorize or take such action at
a meeting at which all shares entitled to vote thereon were
present and voted. Every written consent shall bear the date of
signature of each stockholder who signs the consent and no
written consent shall be effective to take the corporate action
referred to therein unless, within sixty days of the earliest
dated consent delivered in the manner required above to the
corporation, written consents signed by a sufficient number of
holders or members to take action are delivered to the
corporation by delivery to its registered office in Delaware, its
principal place of business, or an officer or agent of the
corporation having custody of the book in which proceedings of
meetings of stockholders are recorded. Delivery made to a
corporation's registered office shall be by hand or by certified
or registered mail, return receipt requested. Prompt notice of
the taking of the corporate action without a meeting by less than
unanimous written consent shall be given to those stockholders
who have not consented in writing.

SECTION 2.09. Voting Lists. The officer who has charge
of the stock ledger of the corporation shall prepare and make, at
least ten days before every meeting of stockholders, a complete
list of the stockholders entitled to vote at the meeting. The
list shall be arranged in alphabetical order showing the address
of each stockholder and the number of shares registered in the
name of each stockholder. Such list shall be open to the
examination of any stockholder, for any purpose germane to the
meeting, during ordinary business hours, for a period of at least
ten days prior to the meeting either at a place within the city
where the meeting is to be held, which place shall be specified
in the notice of the meeting, or, i1f nct so specified, at the
place where the meeting is to be held. The list shall also be
produced and kept at the time and place of the meeting during the
whole time thereof, and may be inspected by any stockholder who
is present.

SECTION 2.10. Judges of Election. All elections of
directors shall be by written ballot, unless cotherwise provided
in the certificate of incorporation; the vote upon any other
matter need not be by ballot. In advance of any meeting of
stockholders the board of directors may appoint judges of _
election, who need not be stockholders, to act at such meeting or
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any adjournment thereof. If judges of election are not so appointed,
the chairman of any such meeting may, and upon the demand of any
stockholder or his proxy at the meeting and before voting begins, shall
appoint judges of electicon. The number of judges shall be either one or
three, as determined, in the case of judges appointed upon demand of a
stockholder, by stockholders present entitled to cast a majority of the
votes which all stockholders present are entitled to cast thereon. No
person who is a candidate for office shall act as a judge. In case any
person appointed as judge fails to appear or fails or refuses to act,
the vacancy may be filled by appointment made by the board of directors
in advance of the convening of the meeting, or at the meeting by the
chairman of the meeting.

If judges of election are appointed as aforesaid, they shall
determine the number of shares outstanding and the voting power of each,
the shares represented at the meeting, the existence of a quorum, the
authenticity, validity and effect of proxies, receive votes or ballots,
hear and determine all challenges and questions in any way arising in
connection with the right to vote, count and tabulate all votes,
determine and result, and do such acts as may be proper to conduct the
election or vote with fairness to all stockholders., If there be three
judges of election, the decision, act or certificate of a majority shall
be effective in all respects as the decision, act or certificate of all.

On request of the chairman of the meeting or of any
stockholder or his proxy, the judges shall make a report in writing of
any challenge or question or matter determined by them, and execute a
certificate of any fact found by them.

ARTICLE III
Board of Directors

SECTION 3.01. Powers. The board of directors shall have full
power to manage the business and affairs of the corporation; and all
powers of the corporation, except those specifically reserved or granted
to the stockholders by statute, the certificate of incorporation or
these by-laws, are hereby granted to and vested in the board of
directors.

SECTION 3.02. Number and Term of Office. The board of
directors shall consist of such mumber of directors, not less than [two]
nor more than [six], as may be determined fram time to time by
resolution of the board of directors. So long as University owns
Capital Stock in the Company, it shall have at least one seat on the
board of directors. Each director shall serve until the next annual
meeting of the stockholders and until his successor shall have been
elected and qualified, except
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in the event of his death, resignation or removal. All directors
of the corporation shall be natural perscns, but need not be
residents of Delaware or stockholders of the corporation.

SECTION 3.03. Vacancies. Vacancies and newly created
directorships resulting from any increase in the authorized
number of directors may be filled by a majority of the directors
then in office, though less than a quorum, or by a sole remaining
director, and the directors so chosen shall hold office until the
next annual election and until their successors are duly elected
and shall qualify, unless sooner displaced. 1If there are no
directors in office, then an election of directors may be held in
the manner provided by statute. Whenever the holders of any
class or classes of stock or series thereof are entitled to elect
one or more directors by the provisions of the certificate of
incorporation, vacancies and newly created directorships of such
class or classes or series may be filled by a majority of the
directors elected by such class or classes or series thereof then
in office, or by a sole remaining director so elected. If, at
the time of filling any vacancy or any newly created
directorship, the directors then in office shall constitute less
than a majority of the whole board (as constituted immediately
prior to any such increase), the Court of Chancery may, upon
application of any stockholder or stockholders holding at least
ten percent of the total number of the shares at the time
outstanding having the right to vote for such directors,
summarily order an election to be held to fill any such vacancies
or newly created directorships, or to replace the directors
chosen by the directors then in office.

SECTION 3.04. Resignations. Any director of the
corporation may resign at any time by giving written notice to
the president or the secretary of the corporation. Such
resignation shall take effect at the date of the receipt of such
notice or at any later time specified therein and, unless
otherwise specified therein, the acceptance of such resignation
shall not be necessary to make it effective.

SECTION 3.05. Organization. At every meeting of the
board of directors, the chairman of the board, if there be one,
or, in the case of a vacancy in the office or absence of the
chairman of the board, one of the following cfficers present in
the order stated: the vice chairman of the board, if there be
one, the president, the vice presidents in their order of rank
and seniority, or a chairman chosen by a majority of the
directors present, shall preside, and the secretary, or, in his
absence, an assistant secretary, or in the absence of the
secretary and the assistant secretaries, any person appointed by
the chairman of the meeting, shall act as secretary.
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SECTION 3.06. Place of Meeting. The board of directors
may hold its meetings, both regular and special, at such place or
places within or without the State of Delaware as the board of
directors may from time to time appoint, or as may be designated
in the notice calling the meeting.

SECTION 3.07. Organization Meeting. The first meeting
of each newly elected board of directors shall be held at such
time and place as shall be fixed by the vote of the stockholders
at the annual meeting and no notice of such meeting shall be
necessary to the newly elected directors in order legally to
constitute the meeting, provided a quorum shall be present. In
the event of the failure of the stockholders to fix the time or
place of such first meeting of the newly elected board of
directors, or in the event such meeting is not held at the time
and place so fixed by the stockholders, the meeting may be held
at such time and place as shall be specified in a notice given as
hereinafter provided for special meetings of the board of
directors, or as shall be specified in a written waiver signed by
all of the directors.

SECTION 3.08. Regular Meetings. Regular meetings of
the board of directors may be held without notice at such time
and place as shall be designated from time to time by resolution
of the board of directors. If the date fixed for any such
regular meeting be a legal holiday under the laws of the State
where such meeting is to be held, then the same shall be held on
the next succeeding business day, not a Saturday, or at such
other time as may be determined by resolution of the board of
directors. At such meetings, the directors shall transact such
business as may properly be brought before the meeting.

SECTION 3.09. Special Meetings. Special meetings of
the board of directors shall be held whenever called by the
president or by two or more of the directors. Notice of each
such meeting shall be given to each director by telephone or in
writing at least 24 hours (in the case of notice by telephone) or
48 hours (in the case of notice by telegram) or five days (in the
case of notice by mail) before the time at which the meeting is
to be held. Each such notice shall state the time and place of
the meeting to be so held.

SECTION 3.10. Quorum, Manner of Acting and
Adjournment. At all meetings of the board a majority of the
directors shall constitute a quorum for the transaction of
business and the act of a majority of the directors present at
any meeting at which there is a quorum shall be the act of the
board of directors, except as may be otherwise specifically
provided by statute or by the certificate of incorporation. If a
guorum shall not be present at any meeting of the board of

L&I - 89



directors, the directors present thereat may adjourn the meeting
from time to time, without notice other than announcement at the
meeting, until a quorum shall be present.

Unless otherwise restricted by the certificate of
incorporation or these by-laws, any action required or permitted
to be taken at any meeting of the board of directors or of any
committee thereof may be taken without a meeting, if all members
of the board consent thereto in writing, and the writing or
writings are filed with the minutes of proceedings of the board.

SECTION 3.11. Executive and Other Committees. The
board of directors may, by resolution adopted by a majority of
the whole board, designate an executive committee and one or more
other committees, each committee to consist of two or more
directors. The board may designate one or more directors as
alternate members of any committee, who may replace any absent or
disqualified member at any meeting of the committee. 1In the
absence or disqualification of a member, and the alternate or
alternates, if any, designated for such member, of any committee
the member or members thereof present at any meeting and not
digsqualified from voting, whether or not he or they constitute a
quorum, may unanimously appoint another director to act at the
meeting in the place of any such absent or disqualified member.

Any such committee to the extent provided in the
resolution establishing such committee shall have and may
exercise all the power and authority of the board of directors in
the management of the business and affairs of the corporation,
including the power or authority to declare a dividend or to
authorize the issuance of stock, and may authorize the seal of
the corporation to be affixed to all papers which may require it;
but no such committee shall have the power or authority in
reference to amending the certificate of incorporation {(except
that a committee may, to the extent authorized in the resolution
or resolutions providing for the issuance of shares of stock
adopted by the board of directors as provided in Section 151(a)
of the Delaware General Corporation Law {"DGCL"), fix any of the
preferences or rights of such shares relating to dividends,
redemption, dissolution, any distribution of assets of the
corporation or the conversion into, or the exchange of such
shares for, shares of any other class or classes or any other
series of the same or any other class or classes of stock of the
corporation), adopting an agreement of merger or consolidation
under Section 251 or 252 of the DGCL, recommending to the
stockholders the sale, lease or exchange of all or substantially
all of the corporation's property and assets, recommending to the
stockholders a dissolution of the corporation or a revocation of
a dissolution, or amending the by-laws of the corporation; and,

" unless the resolution expressly so provides, no such committee
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shall have the power or authority to declare a dividend, to
authorize the issuance of stock or to adopt a certificate of
ownership and merger pursuant to Section 253 of the DGCL. Such
committee or committees shall have such name or names as may be
determined from time to time by resolution adopted by the bocard
of directors. Each committee so formed shall keep regular
minutes of its meetings and report the same to the board of
directors when required.

SECTION 3.12. Compensation of Directors. Unless
otherwise restricted by the certificate of incorporation, the
board of directors shall have the authority to fix the
compensation of directors. The directors may be paid their
expenses, if any, of attendance at each meeting of the board of
directors and may be paid a fixed sum for attendance at each
meeting of the board of directors or a stated salary as
director. No such payment shall preclude any director from
serving the corporatiocn in any other capacity and receiving
compensation therefor. Members of special or standing committees
may be allowed like compensation for attending committee
meetings.

ARTICLE IV
Notice - Waivers - Meetings

SECTION 4.01. Notice, What Constitutes. Whenever,
under the provisions of the statutes of Delaware or the
certificate of incorporation or of these by-laws, notice is
required to be given to any director or stockholder, it shall not
be construed to mean personal notice, but such notice may be
given in writing, by mail, addressed to such director or
stockholder, at his address as it appears on the records of the
corporation, with postage thereon prepaid, and such notice shall
be deemed to be given at the time when the same shall be
deposited in the United States mail. Notice to directors may
also be given in accordance with Section 3.09 of Article III
hereof. ‘

SECTION 4.02. Waivers of Notice. "Whenever any written
notice is required to be given under the provisicns of the.
certificate of incorporation, these by-laws, or by statute, a
waiver thereof in writing, signed by the person or persons
entitled to such notice, whether before or after the time stated
therein, shall be deemed equivalent to the giving of such
notice. Except in the case of a special meeting of stockholders,
neither the business to be transacted at, nor the purpose of, -any
regular or special meeting of the stockholders, directors, or
members of a committee of directors need be specified in any
written waiver of notice of such meeting.
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Attendance of a person, either in person or by proxy, at
any meeting, shall constitute a waiver of notice of such meeting,
except where a person attends a meeting for the express purpose
of objecting to the transaction of any business because the
meeting was not lawfully called or convened.

SECTION 4.03. Conference Telephone Meetings. One or
more directors may participate in a meeting of the board, or of a
committee of the board, by means of conference telephone or
similar communications equipment by means of which all persons
participating in the meeting can hear each other. Participation
in a meeting pursuant to this section shall constitute presence
in person at such meeting.

ARTICLE V
Officers

SECTION 5.01. Number, Qualifications and Designation.
The officers of the corporation shall be chosen by the board of
directors and shall be a president, one or more vice presidents,
a secretary, a treasurer, and such other officers as may be
elected in accordance with the provisions of Section 5.03 of this
Article. One person may held more than one office. Officers may
be, but need not be, directors or stockholders of the
corporation. The board of directors may elect from among the
members of the board a chairman of the board and a vice chairman
of the board who shall be officers of the corporation.

SECTION 5.02. Election and Term of Office. The
officers of the corporaticn, except those elected by delegated
authority pursuant to Section 5.03 of this Article, shall be
elected annually by the board of directors, and each such officer
shall hold his office until his successor shall have been elected
and qualified, or until his earlier resignation or removal. Any
officer may resign at any time upon written notice to the
corporation,

SECTION 5.03. Subordinate Officers, Committees and
Agents. The board of directors may from time to time elect such
other officers and appoint such committees, employees or other
agents as it deems necessary, who shall hold their offices for
such terms and shall exercise such powers and perform such duties
as are provided in these by-laws, or as the board of directors
may from time to time determine. The board of directors may
delegate to any officer or committee the power to elect
subordinate officers and to retain or appoint employees or cother
agents, or committees thereof, and to prescribe the authority and
duties of such subordinate officers, committees, employees or
other agents.
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SECTION 5.04. The Chairman and Vice Chairman of the
Board. The chairman of the bcoard or in his absence, the vice
chairman of the board, shall preside at all meetings of the
stockholders and of the board of directors, and shall perform
such other duties as may from time to time be assigned to them by
the board of directors.

SECTION 5.05. The President. The president shall be
the chief executive officer of the corperation and shall have
general supervision over the business and operations of the
corporation, subject, however, to the control of the bocard of
directors. He shall sign, execute, and acknowledge, in the name
of the corporation, deeds, mortgages, bonds, contracts or other
instruments, authorized by the board of directors, except in
cases where the signing and execution thereof shall be expressly
delegated by the board of directors, or by these by-laws, to some
other officer or agent of the corporation; and, in general, shall
perform all duties incident to the office of president, and such
other duties as from time to time may be assigned to him by the
board of directors.

SECTION 5.06. The Vice Presidents. The vice presidents
shall perform the duties of the president in his absence and such
other duties as may from time to time be assigned to them by the
board of directors or by the president.

SECTION 5.07. The Secretary. The secretary, or an
assistant secretary, shall attend all meetings of the
stockholders and of the board of directors and shall record the
proceedings of the stockholders and of the directors and of
committees of the board in a book or books to be kept for that
purpose; see that notices are given and records and reports
properly kept and filed by the corporation as required by law; be
the custodian of the seal of the corporation and see that it is
affixed to all documents to be executed on behalf of the
corporation under its seal; and, in general, perform all duties
incident to the office of secretary, and such other duties as may
from time to time be assigned to him by the board of directors or
the president,

SECTION 5.08. The Treasurer. The treasurer or an
assistant treasurer shall have or provide for the custody of the
funds or other property of the corporation and shall keep a
separate book account of the same to his credit as treasurer;
collect and receive or provide for the collection and receipt of
moneys earned by or in any manner due to or received by the
corporation; deposit all funds in his custody as treasurer in
such banks or other places of deposit as the board of directors
may from time to time designate; whenever so required by the
board of directors, render an account showing his transactions as
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treasurer and the financial condition of the corporation; and, in
general, discharge such other duties as may from time to time be
assigned to him by the board cof directors or the president.

SECTION 5.09. Officers’' Bonds. No officer of the
corporation need provide a bond to guarantee the faithful
discharge of his duties unless the board of directors shall by
resolution so require a bond in which event such officer shall
give the corporation a bond (which shall be renewed if and as
required) in such sum and with such surety or sureties as shall
be satisfactory to the board of directors for the faithful
performance of the duties of his office.

SECTION 5.10. Salaries. The salaries of the officers
and agents of the corporation elected by the board of directors
shall be fixed from time to time by the board of directors.

ARTICLE VI
Certificates of Stock, Transfer, Etc.

SECTION 6.01. Issuance. Each stockholder shall be
entitled to a certificate or certificates for shares of stock of
the corporation owned by him upon his request therefor. The
stock certificates of the corporation shall be numbered and
registered in the stock ledger and transfer books of the
corporation as they are issued. They shall be signed by the
president or a vice president and by the secretary or an
assistant secretary or the treasurer or an assistant treasurer,
and shall bear the corporate seal, which may be a facsimile,
engraved or printed. Any of or all the signatures upon such
certificate may be a facsimile, engraved or printed. In case any
officer, transfer agent or registrar who has signed, or whose
facsimile signature has been placed upon, any share certificate
shall have ceased to be such officer, transfer agent or
registrar, before the certificate is issued, it may be issued
with the same effect as if he were such officer, transfer agent
or registrar at the date of its issue.

SECTION 6.02. Transfer. Upon surrender to the
corporation or the transfer agent of the corporation of a
certificate for shares duly endorsed or accompanied by proper
evidence of succession, assignation or authority to transfer, it
shall be the duty of the corporation to issue a new certificate
to the person entitled thereto, cancel the old certificate and
record the transaction upon its books. No transfer shall be made
which would be inconsistent with the provisions of Article 8,
Title 6 of the Delaware Uniform Commercial Code-Investment
Securities.
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SECTION 6.03. Stock Certificates. Stock certificates
of the corporaticon shall be in such form as provided by statute
and approved by the board of directors. The stock record books
and the blank stock certificates books shall be kept by the
secretary or by any agency designated by the board of directors
for that purpose. -

SECTION 6.04, Lost, Stolen, Destroyed or Mutilated
Certificates. The board of directors may direct a new
certificate or certificates to be issued in place of any
certificate or certificates theretofore issued by the corporation
alleged to have been lost, stolen or destroyed, upon the making
of an affidavit of that fact by the person claiming the
certificate of stock to be lost, stolen or destroyed. When
authorizing such issue of a new certificate or certificates, the
board of directors may, in its discretion and as a condition
precedent to the issuance thereof, require the owner of such
lost, stolen or destroyed certificate or certificates, or his
legal representative, to advertise the same in such manner as it
shall require and/or to give the corporation a bond in such sum
as it may direct as indemnity against any claim that may be made
against the corporation with respect to the certificate alleged
to have been lost, stolen or destroyed.

SECTION 6.05. Record Holder of Shares. The corporation
shall be entitled to recognize the exclusive right of a person
registered on its books as the owner of shares to receive
dividends, and to vote as such owner, and to hold liable for
calls and assessments a person registered on its books as the
owner of shares, and shall not be bound to recognize any
equitable or other claim to or interest in such share or shares
on the part of any other person, whether or not it shall have
express or other notice thereof, except as otherwise provided by
the laws of Delaware.

SECTION 6.06. Determination of Stockholders of
Record. In order that the corporation may determine the
stockholders entitled to notice of or to vote at any meeting of
stockholders or any adjournment therecof, the board of directors
may fix a record date, which record date shall not precede the
date upon which the resolution fixing the record date is adopted
by the board of directors, and which record date shall not be
more than sixty nor less than ten days before the date of such
meeting. If no record date is fixed by the board of directors,
the record date for determining stockholders entitled to notice
of or to vote at a meeting of stockholders shall be at the close
of business on the day next preceding the day on which notice is
given, or, if notice is waived, at the close of business on the
day next preceding the day on which the meeting is held. A
determination of stockholders of record entitled to notice of or
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to vote at a meeting of stockholders shall apply to any
adjournment of the meeting; provided, however, that the board of
directors may fix a new record date for the adjourned meeting.

In order that the corporation may determine the
stockholders entitled to consent to corporate action in writing
without a meeting, the board of directors may fix a record date,
which record date shall not precede the date upon which the
resolution fixing the record date is adopted by the board of
directors, and which date shall not be more than ten days after
the date upon which the resoclution fixing the record date is
adopted by the board of directors. If no record has been fixed
by the board of directors, the record date for determining
stockholders entitled to consent to corporate action in writing
without a meeting, when no prior action by the board of directors
is required by the DGCL, shall be the first date on which a
signed written consent setting forth the action taken or proposed
to be taken is delivered to the corporation by delivery to its
registered office in Delaware, its principal place of business,
or an officer or agent of the corporation having custody of the
book in which proceedings of meetings of stockholders are
recorded. Delivery made to a corporation's registered office
shall be by hand or by certified or registered mail, return
receipt requested. If no record date has been fixed by the board
of directors and prior action by the board of directors is
required by the DGCL, the record date for determining
stockholders entitled to consent to corporate action in writing
without a meeting shall be at the close of business on the day on
which the board of directors adopts the resolution taking such
prior action.

In order that the corporation may determine the
stockholders entitled to receive payment of any dividend or other
distribution or allotment of any rights of the stockholders
entitled to exercise any rights in respect of any change,
conversion or exchange of stock, or for the purpose of any other
lawful action, the board of directors may fix a record date,
which record date shall not precede the date upon which the
resolution fixing the record date is adopted, and which record
shall be not more than sixty days prior to such action. If no
record date is fixed, the record date for determining
stockholders for any such purpose shall be at the close of
business on the day on which the board of directors adopts the
resolution relating thereto.
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ARTICLE VII

Indemnification of Directors, Officers and
Other Authorized Representatives

SECTION 7.01. Indemnification of Authorized
Representatives in Third Party Proceedings. The corporation
shall indemnify any person who was or is an authorized
representative of the corporation, and who was or is a party, or
is threatened to be made a party to any third party proceeding,
by reason of the fact that such person was or is an authorized
representative of the corporation, against expenses, judgments,
penalties, fines and amounts paid in settlement actually and
reasonably incurred by such person in connection with such third
party proceeding if such person acted in good faith and in a
manner such person reasonably believed to be in, or not opposed
to, the best interests of the corporation and, with respect to
any criminal third party proceeding, had no reasonable cause to
believe such conduct was unlawful. The termination of any third
party proceeding by judgment, order, settlement, indictment,
conviction or upon a plea of nolo contendere or its equivalent,
shall not of itself create a presumption that the authorized
representative did not act in good faith and in a manner which
such person reasonably believed to be in or not opposed to, the
best interests of the corporation, and, with respect to any
criminal third party proceeding, had reasonable cause to believe
that such conduct was unlawful.

SECTION 7.02. Indemnification of Authorized
Representatives in Corporate Proceedings. The corporation shall
indemnify any person who was or is an authorized representative
of the corporation and who was or is a party or is threatened to
be made a party to any corporate proceeding, by reason of the
fact that such person was or is an authorized representative of
the corporation, against expenses actually and reasonably
incurred by such person in connection with the defense or
settlement of such corporate action if such person acted in good
faith and in a manner reasonably believed to be in, or not
opposed to, the best interests of the corporation, except that no
indemnification shall be made in respect of any claim, issue or
matter as to which such person shall have been adjudged to be
liable to the corporation unless and only to the extent that the
Court of Chancery or the court in which such corporate proceeding
was pending shall determine upon application that, despite the
adjudication of liability but in view of all the circumstances of
the case, such authorized representative is fairly and reasonably
entitled to indemnity for such expenses which the Court of
Chancery or such other court shall deem proper.
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SECTION 7.03. Mandatory Indemnification of Authorized
Representatives. To the extent that an authorized representative
of the corporation has been successful on the merits or otherwise
in defense of any third party or corporate proceeding or in.
defense of any claim, issue or matter therein, such person shall
be indemnified against expenses actually and reasonably incurred
by such person in connection therewith,

SECTION 7.04. Determination of Entitlement to
Indemnification. Any indemnification under Section 7.01, 7.02 or
7.03 of this Article (unless cordered by a court) shall be made by
the corporation only as authorized in the specific case upon a
determination that indemnification of the authorized
representative is proper in the circumstances because such person
has either met the applicable standard of conduct set forth in
Section 7.01 or 7.02 or has been successful on the merits or
otherwise as set forth in Section 7.03 and that the amount
requested has been actually and reasonably incurred. Such
determination shall be made:

(1) By the board of directors by a majority
of a quorum consisting of directors who were not parties to
such third party or corporate proceeding, or

(2) If such a quorum is not obtainable, or,
even if obtainable, a majority vote of such a quorum so
directs, by independent legal counsel in a written opinion,
or

(3) By the stockholders.

SECTION 7.05. Advancing Expenses.

(1) Expenses actually and reasonably incurred
in defending a third party or corporate proceeding shall be
paid on behalf of a director by the corporation in advance of
the final disposition of such third party or corporate
proceeding upon receipt of an undertaking by or on behalf of
the director to repay such amount if it shall ultimately be
determined that such person is not entitled to be indemnified
by the corporation as authorized in this Article.

{(2) Expenses actually and reasonably incurred
in defending a third party or corporate proceeding shall be
paid on behalf of an authorized representative other than a
director by the corporation in advance of the final
digsposition of such third party or corporate proceeding as
authorized by the board of directors upon receipt of an
undertaking by or on behalf of such authorized representative

© to repay if it shall ultimately be determined that such
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person is not entitled to be indemnified by the corporation
as authorized in this Article.

(3) The financial ability of any authorized

representative to make a repayment contemplated by this
Section shall not be a prerequisite to the making of an
advance.

Article:

(1)

(2)

(3)

(4)

(5)

(6)

(7)

SECTION 7.06. Definitions. For purposes of this

"authorized representative” shall mean a director or
officer of the corporation, or a person serving at the
request of the corporation as a director, officer, or
trustee, of another corporation, partnership, joint
venture, trust or other enterprise;

"corporation" shall include in addition to the resulting
corporation, any constituent corporation (including any
constituent of a constituent) absorbed in a
consolidation or merger which, if its separate existence
had continued, would have had power and authority to
indemnify its directors, officers, employees or agents,
so that any person who is or was a director, officer,
employee or agent of such constituent corporation, or is
or was serving at the regquest of such constituent
corporation as a director, officer, employee or agent of
another corporation, partnership, joint venture, trust
or other enterprise, shall stand in the same position
under the provisions of this Article with respect to the:
resulting or surviving corporation as such person would
have with respect to such constituent corporation if its
separate existence had continued.

"corporate proceeding” shall mean any threatened,
pending or completed action or suit by or in the right
of the corporation to procure a judgment in its favor or
investigative proceeding by the corporation;

"criminal third party proceeding” shall include any
action or investigation which could or does lead to a
criminal third party proceeding;

"expenses" shall include attorneys' fees and
disbursements;

"fines" shall include any excise taxes assessed on a
person with respect to an employee benefit plan:;

"not opposed to the best interest of the corporation®

L&I - 99



shall include actions taken in good faith and in a
manner the authorized representative reasonably believed
to be in the interest of the participants and
beneficiaries of an employee benefit plan;

(8) "other enterprises” shall include. employee benefit
plans;

(9) "party" shall include the giving of testimony or similar
involvement;

(10) "serving at the request of the corporation" shall
include any service as a director, officer or employee
of the corporation which imposes duties on, or involves
services by, such director, officer or employee with
respect to an employee benefit plan, its participants,
or beneficiaries; anad ,

(11) "third party proceeding"” shall mean any threatened
pending or completed action, suit or proceeding, whether
civil, criminal, administrative, or investigative, other
than an action by or in the right of the corporation.

SECTION 7.07. Insurance. The corporation may purchase
and maintain insurance on behalf of any person who is or was a
director, officer, employee or agent of the corporation, or is or
was serving at the request of the corporation as a director,
officer, employee or agent of another corporation, partnership,
joint venture, trust or other enterprise against any liability
asserted against him and incurred by him in any such capacity, or
arising out of his status as such, whether or not the corporation
would have the power or the obligation to indemnify such person
against such liability under the provisions of this Article.

SECTION 7.08. Scope of Article. The indemnification of
authorized representatives and advancement of expenses, as
authorized by the preceding provisions of this Article, shall not
be deemed exclusive of any other rights to which those seeking
indemnification or advancement of expenses may be entitled under
any statute, agreement, vote of stockholders or disinterested
directors or otherwise, both as to action in an official capacity
and as to action in another capacity. The indemnification and
advancement of expenses provided by or granted pursuant to this
Article shall, unless otherwise provided when authorized or
ratified, continue as to a person who has ceased to be an
authorized representative and shall inure to the benefit of the
heirs, executors and administrators of such a person.

SECTION 7.09. Reliance on Provisions. Each person who
shall act as an authorized representative of the corporation
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shall be deemed to be doing so in reliance upon rights of
indemnification provided by this Article.

ARTICLE VIII
General Provisions

SECTION 8.01. Dividends. Dividends upon the capital
stock of the corporation, subject to the provisions of the
certificate of incorporation, if any, may be declared by the
board of directors at any regular or special meeting, pursuant to
law. Dividends may be paid in cash, in property, or in shares of
the capital stock of the corporation, subject to the provisions
of the certificate of incorporation. Before payment of any
dividend, there may be set aside out of any funds of the
corporation available for dividends such sum or sums as the
directors from time to time, in their absoclute discretion, think
proper as a reserve or reserves to meet contingencies, or for
equalizing dividends, or for repairing or maintaining any
property of the corporation, or for such other purpose as the
directors shall think conducive to the interest of the
corporation, and the directors may modify or abolish any such
reserve in the manner in which it was created.

_ SECTION 8.02. Annual Statements. The board of
directors shall present at each annual meeting, and at any
special meeting of the stockholders when called for by vote of
the stockholders, a full and clear statement of the business and
condition of the corporation.

SECTION 8.03. Contracts. Except as otherwise provided
in these by-laws, the board of directors may authorize any
officer or officers including the chairman and vice chairman of
the board of directors, or any agent or agents, to enter into any
contract or to execute or deliver any instrument on behalf of the
corporation and such authority may be general or confined to
specific instances.

SECTION 8.04. Checks. All checks, notes, bills of
exchange or other orders in writing shall be signed by such
person or persons as the board of directors may from time to time
designate.

SECTION 8.05. Corporate Seal. The corporate seal shall
have inscribed thereon the name of the corporation, the year of
its organization and the words "Corporate Seal, Delaware". The
seal may be used by causing it or a facsimile thereof to be
impressed or affixed or in any other manner reproduced.
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SECTION 8.06. Deposits. All funds of the corporation
shall be deposited from time to time to the credit of the
corporation in such banks, trust companies, or other depositories
as the board of directors may approve or designate, and all such
funds shall be withdrawn only upon checks signed by such one or
more officers or employees as the board of directors shall from
time to time determine.

SECTION 8.07. Corporate Records. At least ten days
before every meeting of stockholders, a complete list of the
stockholders entitled to vote at the meeting, arranged in
alphabetical order, and showing the address of and number of
shares registered in the name