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Time

UTIMCO BOARD OF DIRECTORS
MEETING AGENDA
September 21, 2007

UTIMCO
401 Congress Ave., Ste. 2800
Austin, Texas 78701

ltem # Agenda Item

Begin
9:00 a.m.
9:05a.m.
9:10 a.m.
10:10 a.m.
10:20 a.m.
11:30 a.m.

12:00 p.m.
1:00 p.m.

1:45 p.m.

1:50 p.m.

2:20 p.m.

End

9:05 a.m.

9:10 a.m.

10:10 am.
10:20 am.
11:30 a.m.
12:00 p.m.

1:00 p.m.
1:45p.m.

1:50 p.m.

2:20 p.m.

Open Session: :
1 Call to Order/Consideration of Minutes of July 11, 2007, and July 30,
2007 Meetings*

2 Corporate Resolutions:
- Designation of Officer*
- Designation of Plan Administrative Committee™

Endowment and Operating Funds Update
Report from Risk Committee

Review and Discussion of Investment Strategy

[«2 B4 B

Information Technology Security Presentation
Lunch

7 Report from Compensation Committee:

Executive Session

Pursuant to sections 551.071 and 551.074, Texas Government Code,

the Board of Directors may convene in Executive Session to deliberate

individual personnel matters.

Reconvene into Open Session

- Discussion and Consideration of Compensation Committee Report,
including (1) amendment and restatement of the UTIMCO
Compensation Program effective July 1, 2007%; (2) Eligible
Positions, Weightings and Incentive Award Opportunities for each
Eligible Position for the 2007/2008 performance period*; (3)
designation of employees in Eligible Positions as participants in the
UTIMCO Compensation Program*; (4) consideration of personnel
performance goals for the participants*; and (5) request for
proposal for compensation consultant

8  Discussion and Consideration of CEQ's Recommendation Regarding
Staff Title Changes*

9  Discussion and Consideration of Report from Audit and Ethics
Committee*

Adjournment

* Action by resolution required

Next Scheduled Meeting: November 29, 2007




TAB 1



RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the meetings of the Board of Directors held on July
11, 2007 and July 30, 2007, be, and are hereby, approved.




MINUTES OF THE MEETING OF
THE BOARD OF DIRECTORS OF
THE UNIVERSITY OF TEXAS
INVESTMENT MANAGEMENT COMPANY

The Board of Directors (the “Board”) of The University of Texas Investment Management Company (the
“Corporation”) convened in an open meeting at 9:00 a.m. on the 11th day of July 2007, at the offices of
the Corporation, Suite 2800, 401 Congress Avenue, Austin, Texas, 78701, said meeting having been called
by the Chairman, H. Scott Caven, Jr., with notice provided to each member in accordance with the Bylaws.
The audio portion of the meeting was electronically recorded.

Participating in the meeting were the following members of the Board:

H. Scott Caven, Jr., Chairman
Robert B. Rowling, Vice Chairman
Mark G. Yudof, Vice Chairman for Policy
Colleen McHugh
Ardon E. Moore
Erle Nye

thus, constituting a majority and quorum of the Board. Directors Clint D. Carlson and J. Philip Ferguson
participated by means of conference telephone enabling all persons participating in the meeting fo hear
each other. Director Charles W. Tate joined the meeting later as noted in the minutes. Also attending the
meeting were Bruce Zimmerman, CEO, President and CIO; Cathy Iberg, Managing Director — Marketable
Alternative Investments and Deputy CIO; Joan Moeller, Secretary and Treasurer of the Corporation; Christy
Wallace, Assistant Secretary of the Corporation; Bill Edwards, Managing Director of Information
Technology; Cecilia Gonzalez,. General Counsel for the Corporation; Uzi Yoeli, Risk Director; Lindel
Eakman, Director — Private Markets; various staff members of the Corporation; Jerry Turner, outside legal
counsel for the Corporation; Keith Brown of the McCombs School of Business at UT Austin; Philip Aldridge,
Charlie Chaffin, Amy Barrett, Keith McDowell, Arjuna Sanga and Cathy Swain of UT System Administration;
and Bruce Myers and Hamilton Lee of Cambridge Associates. Mr. Caven called the meeting to order at
9:10 a.m. Mr. Caven introduced Mr. Bruce Zimmerman; and welcomed him as the new CEO, President
and CIO of the Corporation. :

Minutes

The first matter to come before the Board was approval of the minutes of the meeting of the Board of
Directors held on May 31, 2007. Upon motion duly made and seconded, the following resolution was
unanimously adopted:

RESOLVED, that the minutes of the meeting of the Board of Directors held on May
31, 2007 be, and are hereby, approved.



Corporate Resolution

Mr. Caven presented the next item, recommending Bruce Zimmerman and Mark Newcomb to be
designated as key employees of the Corporation. The Corporation's Code of Ethics requires the Board to
designate, by position, the employees who exercise significant decision-making authority. By virtue of their
position with UTIMCO, these persons are “key employees”. Upon motion duly made and seconded, the
following resolution was unanimously adopted:

RESOLVED, as required by the Corporation's Code of Ethics, the Board shall
designate, by position, key employees of the Corporation. The following two
employees have been, and are hereby, added as key employees since the annual
meeting held on April 10, 2007.

Bruce Zimmerman CEO, President and CIO
Mark Newcomb Associate — Public Markets Investments

Endowment and Operating Funds Update Report

Mr. Zimmerman asked Ms. lberg to present the performance section of the Corporation's endowment and
operating funds update. Director Tate joined the meeting during Ms. Iberg’s presentation. Ms. Iberg began
by discussing performance reports ending May 31, 2007. She reviewed portfolio policy ranges and policy
targets, and then presented the Market Exposure chart showing market exposure and deviations from
policy targets within tactical policy ranges. The net performance for the one-month period ended May 31,
2007, for the PUF was 2.10% and for the GEF was 2.09%, versus benchmark returns of 1.97% for each
fund. The net performance for the one-year period ended May 31, 2007, for the PUF and GEF were
17.85% and 18.23%, respectively, versus benchmark returns of 16.95% for each fund. The Intermediate
Term Fund's (ITF) performance was 1.20% versus its benchmark return of .84% for the one-month period,
and was 14.17% versus its benchmark return of 12.98% for the one-year period ended May 31, 2007.
Performance for the Short Term Fund (STF) was 0.45% versus 0.44% for its benchmark for the one-month
period, and was 5.38% versus a benchmark return of 5.20% for the one-year period ended May 31, 2007.
Mr. Zimmerman continued by reporting information on performance attribution, liquidity, derivatives, and
actions taken under the Delegation of Authority and the May 31, 2007 Risk Dashboard. Ms. Iberg, Mr.
Zimmerman, and Mr. Myers answered the Directors’ questions.

Executive Session

Mr. Caven, at 9:48 a.m., announced that “The Board of Directors of The University of Texas Investment
Management Company having been duly convened in Open Session and notice of this meeting having
been duly given, | hereby announce the convening of a closed meeting as an Executive Session for the
purpose of consulting with legal counsel regarding recent developments in oversight and fiduciary duties of
directors of non-profit corporations and to deliberate individual personnel matters. This Executive Session
meeting of the Board is authorized by Texas Government Code sections 551.071 and 551.074. The time is
now 9:48 a.m. and the date is July 11, 2007."



Reconvene in Open Session

The Board reconvened at 10:26 a.m., in open session, and Mr. Caven announced that, “the Open Session
of the Board of Directors of The University of Texas Investment Management Company is now reconvened.
The date is July 11, 2007 and the time is now 10:26 a.m. During the Executive Session, the Board
discussed with legal counsel recent developments in oversight and fiduciary duties of directors of non-profit
corporations and deliberated individual personnel matters, but did not take any final action or votes, or
make any decisions."

Report from Compensation Committee

Mr. Caven asked Mr. Ferguson, Chairman of the Compensation Committee, to give a report of the last
Compensation Committee meeting. Mr. Ferguson reported to the Board that the Compensation Committee
had met on June 13, 2007, and passed a resolution that approved the Corparation's Officers’ and Other
UTIMCO Compensation Program Participants’ Base Salaries (except that of the President) for the Fiscal
Year 2007-2008 in the amount of $4,070,500.

Recommended 2007-2008 Budget

Mr. Caven asked Mr. Zimmerman to move to the next item on the agenda, which was the 2007-2008
Budget discussion. Mr. Zimmerman began by discussing a handout with updated budget information that
was provided to the Board. UTIMCO staff recommended a Corporation's Operating Budget of
$64,595,642, Capital Budget of $355,569 and Fee Request of $15,369,829 for the period September 1,
2007 through August 31, 2008. Mr. Zimmerman gave a very detailed report of the budget submission. Mr.
Zimmerman and Ms. Iberg answered the Directors’ questions. Upon motion duly made and seconded, a
revised resolution was handed out and the following resolution was unanimously adopted:

RESOLVED, that the Corporation's Operating Budget of $64,595,642, Capital
Budget of $355,569 and Fee Request of $15,369,829 for the period September 1,
2007 through August 31, 2008 be, and is hereby, approved, subject to approval by
the U. T. System Board of Regents.

At this time, Mr. Caven introduced Student Regent Matt Camarillo who had joined the meeting for a short
time.

Corporate Auditor

Mr. Caven asked Mr. Nye, Chairman of the Audit and Ethics Committee, to give a report on the external
auditor change. Mr. Nye explained that based on the RFQ responses and oral presentations offered to a
panel of UT System, Texas A&M System, and UTIMCO representatives, Deloitte & Touche LLP was
deemed to be the best qualified candidate to replace Ernst & Young LLP as the auditor for the investment
funds. It was anticipated that the Board of Regents would approve the appointment of Deloitte & Touche
LLP to replace Emst & Young LLP as the investment funds auditor for the fiscal year ending August 31,
2007 at its meeting on the afternoon of July 11, 2007, following the Board meeting. The Committee



recommended Deloitte & Touche LLP to be engaged by the UTIMCO Board as the Corporation's
independent auditor for the fiscal year ending August 31, 2007, following satisfactory negotiation of an
engagement letter by UTIMCO Staff. Upon motion duly made and seconded, the following resolution was
unanimously adopted:

RESOLVED, that the firm of Deloitte & Touche, LLP be, and is hereby, engaged
as the independent auditor of the Corporation for the year ended August 31, 2007,
following satisfactory negotiation of an engagement letter by UTIMCO Staff.

There being no further business to come before the Board of Directors, the meeting was adjourned at
approximately 11:30 a.m.

Secretary:

Joan Moeller

Approved: Date:
H. Scott Caven, Jr.
Chairman, Board of Directors of
The University of Texas Investment
Management Company
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MINUTES OF THE MEETING OF
THE BOARD OF DIRECTORS OF
THE UNIVERSITY OF TEXAS
INVESTMENT MANAGEMENT COMPANY

The Board of Directors (the “Board”) of The University of Texas Investment Management Company (the
“Corporation”) convened in an open meeting at 3:03 p.m. on the 30th day of July, 2007, by means of
conference telephone enabling all persons participating in the meeting to hear each other, at the offices of
the Corporation, Suite 2800, 401 Congress Avenue, Austin, Texas, 78701, said meeting having been called
by the Chairman, H. Scott Caven, Jr., with notice provided to each member in accordance with the Bylaws.
The audio portion of the meeting was electronically recorded.

Participating in the meeting were the following members of the Board:

H. Scott Caven, Jr., Chairman
Robert B. Rowling, Vice Chairman
Mark G. Yudof, Vice Chairman for Policy
Clint D. Carlson
J. Philip Ferguson
Colleen McHugh
Erle Nye
Charles W. Tate

thus, constituting a majority and quorum of the Board. Director Ardon E. Moore was not present at the
meeting. Also attending the meeting were Bruce Zimmerman, CEO, President and CIO; Cathy Iberg,
Managing Director — Marketable Alternative Investments and Deputy CIO; Joan Moeller, Secretary and
Treasurer of the Corporation; Christy Wallace, Assistant Secretary of the Corporation; Bill Edwards,
Managing Director of Information Technology; Cecilia Gonzalez, General Counsel for the Corporation;
Lindel Eakman, Director — Private Markets; Mark Shoberg, Zac McCarroll, Scott Bigham and Gary Hill staff
members of the Corporation; Jerry Turner and Pat Breeland, outside legal counsel for the Corporation;
Keith- Brown of the McCombs School of Business at UT Austin; and Jeanne Rogers of Cambridge
Associates. Mr. Caven called the meeting to order at 3:03 p.m. ‘

Selection of a Placement Agent

Mr. Caven asked Mr. Eakman to provide background on the Private Markets Staff's selection of a possible
placement agent in connection with a proposed private sale of certain limited partnership interests. Mr.
Eakman gave a brief description of the selection process and then asked Mr. Shoberg to discuss specific
criteria considered. Mr. Shoberg brought forth the Staff's recommendation that the UTIMCO Board contract
with UBS Securities LLC as the exclusive placement agent in connection with a proposed private sale of
certain limited partnership interests. As an alternative, the Staff additionally sought approval to negotiate
and contract with Probitas Funds Group, LLC should discussions with UBS Securities LLC not result in a
final contract. Mr. Zimmerman, Mr. Eakman and Mr. Shoberg answered the Directors’ questions. Upon
motion duly made and seconded, the following resolution was unanimously adopted:



RESOLVED that the Board approves the selection of UBS Securities LLC (or,
alternatively, Probitas Funds Group, LLC) as the exclusive placement agent for the
Permanent University Fund of the State of Texas and the Board of Regents of The
University of Texas System General Endowment Fund (the “UT Funds®) in
connection with a proposed private sale by the UT Funds of certain limited
partnership interests and directs staff to negotiate and enter into a contract with
UBS Securities LLC (or, alternatively, Probitas Funds Group, LLC) (the
“‘Agreement”), conditioned on the receipt by the Chief Compliance Officer of
UTIMCO of a certification of no pecuniary interest, as required by Section 4.04 of
the UTIMCO Code of Ethics, from each director and key employee of UTIMCO.

RESOLVED FURTHER , that the Chief Executive Officer, any Managing Director
or Vice President, and the Secretary of this Corporation be, and each of them
hereby is, authorized and empowered (any one of them acting alone) to do or
cause to be done all such acts or things and to sign and deliver, or cause to be
signed and delivered, all such documents, in the name and on behalf of the
Corporation, in its capacity as the investment manager of the UT Funds or
otherwise, as such officer of this Corporation may deem necessary, advisable or
appropriate to effectuate or carry out the purposes and intent of the foregoing
resolution and to perform the obligations of the UT Funds under the Agreement.

REITS Asset Category Benchmark

Mr. Caven asked Mr. Zimmerman to explain the REITS asset category benchmark for the Inflation Linked
asset class. The approved benchmark for the REITS asset class for the Investment Funds is the Dow
Jones Wilshire Real Estate Securities Index (the “DJWRESI"). The DJWRESI that has been included in the
Endowment Policy Portfolio return, and presented as the benchmark for the Investment Funds’ REITS
asset class is the “Full Cap” style index as provided by Dow Jones Wilshire. With the merger of Dow Jones
and Wilshire in 2004, it was decided to phase-out all “Full Cap” style indices, and provide only “Float” style
indices. Due to the minimal differences in the two styles of reported returns, effective July 2007, the
DJWRESI “Float” style index will be included in the calculation of the Investment Funds' Policy Portfolio
returns, and will also be the benchmark that the Funds’ REITS managers will be measured against for
presentation purposes. UTIMCO staff, in concurrence with UT System staff and Bruce Myers from
Cambridge Associates, has determined that this change does not constitute a change in a benchmark
requiring action by the UTIMCO Board and UT System Board of Regents. No prior period index or
benchmark returns will be restated and the same index, constructed under a different methodology will be
used on a go forward basis.



There being no further business to come before the Board of Directors, the meeting was adjourned at

approximately 3:30 p.m.

Secretary:

Approved:

Joan Moeller

Date:

H. Scott Caven, Jr.

Chairman, Board of Directors of
The University of Texas Investment
Management Company
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Agenda Iltem:

Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
September 21, 2007

Corporate Resolutions - Designation of Corporate Officer and Designation of Plan
Administrative Committee

Zimmerman
Zimmerman
Action required by UTIMCO Board

As provided in the Bylaws, corporate officers include those individuals the UTIMCO
Board may from time to time elect or appoint. Pursuant to the following resolution,
which was approved by the UTIMCO Board on June 18, 2002, managing directors
have been included as officers of the corporation during the annual election of
officers:  “Resolved that subject to the control of the Board of Directors and the
supervision of the President, each Managing Director shall be responsible for the
business and operations of this corporation assigned to such Managing Director by
the Board of Directors or the President and shall have all such powers and authority
as may be reasonably incident to such responsibilities, including the authority to
agree upon and execute all leases, contracts, agreements, evidences of
indebtedness, certificates, instruments and other documents in the name or on
behalf of this corporation, acting on its own behalf or in its capacity as investment
manager under that certain Investment Management Services Agreement dated
effective March 1, 1996 between this corporation and the Board of Regents of The
University of Texas System, as in effect, amended, restated or replaced, from time
to time, and each Managing Director shall have such other powers and duties as
may be assigned to such person from time to time by the Board of Directors.” Staff
is requesting that Lindel Eakman be elected an officer in his newly appointed role of
Managing Director.

The Board also appoints the Plan Administrative Committee. This committee is an
internal committee consisting of UTIMCO employees and is responsible for general
administration of the 403(b) Tax Sheltered Annuity Plan of the Corporation. Staff is
requesting the Bruce Zimmerman be added as a member. The Board approved the
current committee members of Cathy Iberg, Joan Moeller and Melynda Carter at its
April 10, 2007 board meeting. Cathy Iberg will be the designated chairperson of the
Plan Administrative Committee.

Approval requested for the Designation of Corporate Officer and Designation of Plan
Administrative Committee.

UTIMCO Bylaws, Administrative Plan



RESOLUTION RELATED TO CORPORATE OFFICER

RESOLVED, that Lindel Eakman is hereby appointed to the office of Managing
Director of the Corporation, to serve until the next Annual Meeting of the Corporation
or until his resignation or removal.




RESOLUTION RELATED TO PLAN ADMINISTRATIVE COMMITTEE

RESOLVED, that the following employees be designated as the Plan Administrative
Committee, responsible for general administration of 403(b) Tax Sheltered Annuity
Plan of the Corporation.

Bruce Zimmerman CEO, President and CIO

Cathy Iberg Managing Director - Marketable Alternative
Investments/Deputy CIO

Joan Moeller Managing Director — Accounting, Finance and
Administration

Melynda Carter Manager - Finance and Administration
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Agenda ltem
UTIMCO Board of Directors Meeting
September 21, 2007

Agenda ltem: Endowment and Operating Funds Update - Performance Report

Developed By: Moeller, Hill

Presented By: Zimmerman

Type of Item: Information ltem

Description: The reports presented are for the periods ended July 31, 2007 (except as noted).

Recommendation: No action required.

Reference: TO BE UPDATED UPON DETERMINATION OF REPORTS TO INCLUDE IN
MATERIALS
Fund Market Exposure Reports; UTIMCO Performance Summary; Value Added in
Endowment Funds — Fiscal Year to Date; Fund Atfribution Reports; Fund
Performance Summaries; UTIMCO Endowment Funds vs. Cambridge Associates
Colleges and Universities Universe; UTIMCO Endowment Funds vs. Cambridge
Associates Colleges and Universities Greater Than One Billion Dollars Funds
Universe; UTIMCO Endowment Funds vs. Mellon Trust Foundations and
Endowments Billion Dollar Funds Universe.
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Asset Class Benchmark vs. Total Fund Policy Benchmark

20.00%

156.00%

10.00%

5.00%

0.00%

-5.00%

-10.00%

-15.00%

-20.00%
-5.00%

Permanent University Fund - 3 Months ended July 31, 2007
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REITS
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Subtotal
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Private Capital
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TOTAL
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Asset Class Benchmark vs. Total Fund Policy Benchmark
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UTIMCO Hedge Fund Portfolio

Gross and Net Leverage
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Intermediate Term Fund - 3 months ended July 31, 2007
Impact on
Over/(Under)
o 20.00% Performance
g e (bps)
e REITS 18
£ 15.009 ;
5 15.00% WWMW!S FERRTe : Cash & Equiv 4
@ : : : U.S. Equities 2
? 10.00% Commodities o 1
3 Non-U.S. Equities -
% S Subtotal 25
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i o S s Cash and Cash Equiyalents Emerging Mkis )
2 “7 Non-U,S. Equities | TIPS %))
= 0.00% Fixed Income (2)
g : Hedge Funds (5)
x E Subtotal ()]
g -5.00% F TOTAL 16
£
[X]
5
o -10.00% E
7] 5
0
8 :
o o L R
% -15.00% = e
< 5 ‘ '
-20.00% bL—r
-2.00% -1.50% -1.00% -0.50% 0.00% 0.50% 1.00% 1.50% 2.00%
Under/Overweight
Intermediate Term Fund - Fiscal YTD ended July 31, 2007
impact on
40.00% Over/(Under)
Performance
& 30.00% (bps)
3 ’ REITS 23
o U.S. Equities 4
E 20.00% Non-U.S. Equities 2
e i i TIPS -
K + ;. Non-U.S. Equitles - - Subtotal 29
S 10.00% —Developed —
I3 'g . - . s HH
4 g < @ U.8 Equities Cpmmodltles m
* o @ Hedy ; Fixed Income 2)
£ ‘é 0.00% : S Emerging Mkts “4)
£ 2 S B mTPs Cash & Equiv (6)
c @ ‘Fixed income :
£ -10.00% e i X Hedge Funds (13)
@ Looih o MREITS Subtotal (26)
% TOTAL 3
Kl -20.00% F—————
o
k]
0
2 -30.00%
-40.00%
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Report on

New Contracts and Existing Contract Renewals, Leases, and Other Commercial

Arrangements

For June 25, 2007 through August 31, 2007

(Total Obligation per Agreement less than $1 million)

Annual
Agreement Purpose Contract Term Amount
BCA Publications Provide investment research covering all major 712007 — 6/2008 $11,000
asset classes
FinancialCAD Corporation | Software used to value derivatives and produce | ) /5007 16 7/14/2008 $3,416
models for risk analysis
Investor Force Hedge Fund Database (Altvest) 2/15/2007 to 2/14/2008 $7,000
Mathworks Provides matrix-oriented language used forall | ¢/)507 _g/00g $594
risk optimization calculations
Institutional investment advisory and research
Ned Davis Research Services | firm which provides information and research 6/1/2007 through 340,000
; ; 8/31/2007 .
on changing financial markets
Marketable Alternative Database and Capital Renewed for 4/19/2007 to
Tremont TASS Flows Report 4/18/2008 $5,330
Services that renew via invoice on a monthly or quarterly basis:
. . . Renews quarterly via
Bloomberg All—m-‘one myestment. platform for trading, invoice and may be $235,887
analysis and information .
canceled at any time
American Stock exchange Used to access stock prices and related news Monthly invoice $2,536
Quarterly invoice — fees
International Fund Services Risk System increased as accounts are | $510,500
added
Factset Research Systems Analytical tool for performance Monthly invoice $285,210
New York Stock Exchange Used to access stock prices and related news Monthly invoice $2,865
Options Pricing Report Used to access option prices and related news Quarterly invoice $480
Renews quarterly via
Standard & Poor's Compustat) | Provide information for Factset invoice (end of Jan, April, | $27,420
July Oct)
Russell Investment Group Provide Russell Indexes to Factset Quarterly invoice $10,000
Thomson Venture Economics Venture capital and private equity benchmarks Monthly invoice $18,684

and other industry data




Thompson Financial Provide information for Factset Rene:ws quarterly via $27,000

{(Worldscope) invoice
Primary quotation and trading system for U.S.

Trade Web Treasury, Agency, Mortgage and Corporate Monthly invoice $19,800
debt securities

Market Axess Competitive qup‘fanon and trading system for Quarterly invoice $3,600
corporate securities

Bourse de Montreal Real time quotations of Canadian equity futures | Monthly invoice $2,400
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Agenda ltem:
Developed By:
Presented By:
Type of ltem:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
September 21, 2007

Report from Risk Committee
Zimmerman

Tate

Information ltem

A Risk Committee (‘Committee”) meeting was held on September 5, 2007. The
Committee’s agenda included the following: (1) discussion of risk reporting; (2)
review and discussion of investment strategy; and (3) information technology
security presentation.

Bruce Zimmerman presented the investment strategy and solicited development of
recommendations for changes to the Investment Policies. A discussion of the
investment strategy will be held at the UTIMCO Board meeting.

Bill Edwards provided a presentation to the Committee on UTIMCO’s information
technology security and the methods deployed fo protect UTIMCO's data, assets
and processes.

The meeting also included routine review of the liquidity profile, risk reports,
derivative reports, and derivative compliance reporting, as well as an update on
investment compliance reporting and the Investment Compliance Report for
quarter end May 2007 and the Institutional Compliance Program Quarterly Report
for the quarter ended May 31, 2007.

None

None
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UTIMCO BOARD OF DIRECTORS
MEETING AGENDA
September 21, 2007

UTIMCO
401 Congress Ave., Ste. 2800
Austin, Texas 78701

Time ltem # Agenda ltem
Begin End
Open Session: :
9:00 a.m. 9:05 a.m. 1 Call to Order/Consideration of Minutes of July 11, 2007, and July 30,
2007 Meetings*
9:05 a.m. 9:10 a.m. 2  Corporate Resolutions:
- Designation of Officer*
- Designation of Plan Administrative Committee™
9:10 am. 10:10 a.m. 3 Endowment and Operating Funds Update
10:10am.  10:20 am. 4 Report from Risk Committee
10:20am.  11:30 a.m. 5  Review and Discussion of Investment Strategy
11:30 am.  12:00 p.m. 6  Information Technology Security Presentation
12:00 p.m. 1:00 p.m. Lunch
1:00 p.m. 1:45 p.m. 7 Report from Compensation Committee:
Executive Session
Pursuant to sections 551.071 and 551.074, Texas Government Code,
the Board of Directors may convene in Executive Session to deliberate
individual personnel matters.
Reconvene into Open Session
- Discussion and Consideration of Compensation Committee Report,
including (1) amendment and restatement of the UTIMCO
Compensation Program effective July 1, 2007%; (2) Eligible
Positions, Weightings and Incentive Award Opportunities for each
Eligible Position for the 2007/2008 performance period*; (3)
designation of employees in Eligible Positions as participants in the
UTIMCO Compensation Program*; (4) consideration of personnel
performance goals for the participants*; and (5) request for
proposal for compensation consultant
1:45 p.m. 1:50 p.m. 8  Discussion and Consideration of CEQ’s Recommendation Regarding
Staff Title Changes®
1:50 p.m. 2:20 p.m. 9  Discussion and Consideration of Report from Audit and Ethics
Committee®
2:20 p.m. Adjournment

* Action by resolution required

Next Scheduled Meeting: November 29, 2007




TAB 5

The Investment Strategy Presentation is saved as
a separate file in the Meeting Materials list on
UTIMCO’s public web site.
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Agenda ltem:
Developed By:
Presented By:
Type of ltem:
Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
September 21, 2007

Information Technology Security Presentation

Edwards

Edwards

Information ltem

A presentation shall be made on UTIMCQ's Information Technology security.

Bill Edwards shall provide a presentation to the UTIMCO Board on UTIMCO's
Information Technology security. The presentation is an overview of the issues
confronting security and the methods deployed to protect UTIMCO's data assets
and processes.

None.

Presentation
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Agenda Item
UTIMCO Board of Directors Meeting
September 21, 2007

Report from Compensation Committee related to the Discussion and Consideration
of Amendments and Restatement of the UTIMCO Compensation Program

Zimmerman, Gonzalez, Moeller
Ferguson, Zimmerman
Action item; Approval by the UTIMCO Board

The Compensation Committee (the “Committee”) will report to the UTIMCO Board
on its discussion and consideration of amendments to the Plan at its meeting on
September 18, 2007, and its recommendations related to the staff's proposed
amendments to the UTIMCO Compensation Program (the “Plan”). Other actions
taken by the Committee are reported in this section as a separate agenda item. The
Plan consists of two elements: base salary and an annual incentive plan. The Plan
was amended and restated effective July 1, 2006. The UTIMCO Board has the
discretion to interpret the Compensation Program and may from time to time adopt
such rules and regulations that it may deem necessary to carry out the
Compensation Program and may also amend the Compensation Program.

The Committee will recommend appropriate action related to the proposed
amendment and restatement of the Plan effective July 1, 2007.

Revisions to the Plan relate to the entity performance measurement standards and a
few “clean up’ changes for clarification. Entity performance is the performance of
the Total Endowments Assets (weighted at 85%) and the Intermediate Term Fund
(weighted at 15%). Staff is recommending that the performance of the Total
Endowment Assets (combination of the PUF and GEF) be measured based on the
Total Endowment Assets relative performance to its benchmark (Total Endowment
Assets’ Policy Portfolio Return) as well as the Peer Group. Currently, the Total
Endowment Assets is measured against its Peer Group. The revision requested will
allow the Total Endowment Assets to be measured at a weight of 75% of its
benchmark and a weight of 25% at its Peer Group. This change has been
incorporated on pages 10, 22, 24 and Appendix A. Table 4 in Appendix D has also
been updated to reflect the change.

Other proposed revisions include the following:

e Staff is also requesting that one benchmark be added to Table 4 to
distinguish the credit portion of the fixed income portfolio. Specifically, the
Portfolio Manager, Fixed Income Investments, manages a credit quality
portfolio and this portfolio has been measured against a credit related
composite index since the inception of the portfolio. At the fund level, this
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portfolio is included in the fixed income asset category. For performance
measurement, the credit quality portfolio is considered as a separate
element within the Fixed Income portfolio.

e Page 13; Staff has also proposed language related to the individual
performance goals. This language has been added to clarify how individual
performance goals should be measured and was drafted based on
comments staff received from the Committee during the assessment of prior
year's goals.

e Page 15; Clarifying the measﬁrement of entity and asset class performance
when asset classes have not been in existence for the full three years due
to both a removal of the asset class or an addition.

The Committee and the UTIMCO Board approved the 85%/15% allocation for the
Total Endowment Assets and the Intermediate Term Fund, respectively, in the prior
year and requested that the allocation be brought forward in subsequent years to be
reconsidered by the Committee and the UTIMCO Board based on changes in the
allocation as the size of the Total Endowment Assets and Intermediate Term Fund
changed. As of July 31, 2007, the Intermediate Term Fund is approximately 17% of
the sum of the Total Endowment Assets and Intermediate Term Fund. Staff did not
recommend a change from the 15% currently in the Plan. The Committee will report
its recommendation.

UTIMCO Compensation Program



RESOLUTION RELATED TO RESTATEMENT OF
UTIMCO COMPENSATION PROGRAM

WHEREAS, Section 7.2 of the UTIMCO Compensation Program (the “Compensation
Program”) provides that UTIMCO, by action of its Board of Directors (the “Board”), has the
right in its discretion to amend the Compensation Program or any portion thereof from time
to time; and

WHEREAS, UTIMCO and the Board wish to amend the Compensation Program to
incorporate all such amendments into an amended and restated plan document in the form
previously provided to the Board; and

WHEREAS, the Board has reviewed the proposed restatement of the Compensation
Program;

NOW, THEREFORE, be it:

RESOLVED, that the Board approves and adopts the restatement of the UTIMCO
Compensation Program, effective as of July 1, 2007, except as otherwise stated in the
document.




UTIMCO
COMPENSATION PROGRAM

Restated: Effective July 1, 20072006

DRAFT
09/05/07



DRAFT

09/05/07
TABLE OF CONTENTS

1. Compensation Program Structure and Effective Date .........ccccovviiinininininiinnn 1
2. Compensation Program OBDJECHIVES .....ccevirrereereiireiiiieirisie et 1
3. Total Compensation Program Philosophy........ccccoviviininininnniiiiininenirens 2
4. Base Salary AdminiStration......ccvceeererieereeserieesrersesereseeseeseesee e eseessesnssssssssasesessanans 2
4.1 Salary SIUCLUIE ...cc.eevievrerieririintcre et et 2
4.2 Salary AdJUSHMENES ..oceeeevereereerenece et 3
5. Performance InCentive Plan ........cccoveevirieeiiinineiicncnrct e 3
5.1 Purpose of the Performance Incentive Plan ..........cccovviviinvninnincnniennn 3
5.2 Performance Period .........coovivciiririiniienirencnieneerentre et 3
5.3 Eligibility and Participation .......c..ccccevveeeeniininniinciiiineeee e 4
5.4 Performance GOalS .......ccocueviererreerienenirenenieeesinee st st 5
5.5 Incentive Award Opportunity Levels and Performance Incentive Awards .... 76
5.6 Form and Timing of Payouts of Performance Incentive Awards.............c.c...... 8
5.7 Nonvested Deferred AWAards ........ccocerveeriereneeiinreneniesene s 8
5.8 Performance Measurement StandardsS........cceeveeeeerieveeecrieeninenieenesesreeseenes 109

5.9 Modifications of Measurement Period for Measuring EntityEeuity
and Asset Class Performance GOalS.........ccovvveerreeneeneeninnneesniennecneeecnneens 142
5.10 Termination PIrOVISIONS .....cccciireiiiiivriiereenirieeesreieeessssrreessssenesssssrasssesssssnesses 163
6. Compensation Program Authority and Responsibility.........ccoeevvvivininiiiiiiniin 174
6.1 Board as Plan AAminiStrator .......cecceevveereeneniteninninnensresnsenrecie e i 14
6.2 POWELS Of BOAIU .....oioiveeiirieeiteie et cree s csree e e s s e e e sbae e s sseasesenessnne 184
7. Compensation Program Interpretation ... 195
7.1  Bo0ard DISCIEOMN ..vcivvveirerreiiirereerireeeertreeeeireeessreeesrresesseessseeessuneeesssnsessessessnees 195
7.2 Duration, Amendment, and Termination ..........ccoccvevvververeeerniveennieenseenenanes 195
7.3 Recordkeeping and Reporting........c.cceeeeeveriiriiniennininniinininnecneenens 2016
7.4 Continued EMPlOYMENt.......ccooveveeiririerenieeeeeenreeceeisiine s 2046
7.5 Non-transferability of AWards .......ccoccevverveieinininiic 2046
7.6 Unfunded Liability ....coeveeverierieneninreerenierercereseesesreseere st 2016
7.7 Compliance with State and Federal Law........cccoonviniinnniniincniiinnen 2147
7.8 Federal, State, and Local Tax and Other Deductions........c.ccccvvvverreverrnenne 2147
7.9 PriOr PLAN...coiiicicccecieeicrescee sttt sttt sn e e b e 2147
8. DEfiNition OF TOITIIS .ecviuiiiriiiriiieeieeteeeestteeeesrrereerereseresesaesssreessrasesnssaaessnseesarnnenens 2218
APPENAIX A oot et a b A-1
APPENAIX B oot B-1
APPENAIX € oottt C-1
APPENAIX D oottt e b D-1

UTIMCO Compensation Program
| #440607/01/07



DRAFT
09/05/07

1. COMPENSATION PROGRAM STRUCTURE AND EFFECTIVE
DATE

The UTIMCO Compensation Program (“Compensation Program” or “Plan”) consists of two
elements: base salary and an annual incentive plan (the “Performance Incentive Plan™):

Base . | P:erf,Ormance Total
Salary Incentive Compensation

The base salary portion of the Compensation Program sets forth a structure and guidelines
for establishing and adjusting the salaries of key investment and operations staff employees.
The Performance Incentive Plan portion of the Compensation Program sets forth the criteria
for calculating and receiving annual incentive awards for key investment and operations
staff who are eligible Participants in the Performance Incentive Plan. Provisions of the
Compensation Program relating solely to the base salary portion of the Compensation
Program are described in Section 4. Provisions of the Compensation Program relating
solely to the Performance Incentive Plan portion of the Compensation Program are
described in Section 5. Sections 1, 2, 3, 6, 7, and 8 of the Compensation Program relate to
both the base salary portion and the Performance Incentive Plan portion except where
otherwise specified in any such Section.

Effective Date: The original Compensation Program was effective September 1, 2000. It
was amended and restated in its entirety effective September 1, 2004, and again on July 1,
2006, except that (i) provisions of the Performance Incentive Plan relating to the further
deferral of Nonvested Deferred Awards after they become vested are eliminated effective
September 1, 2004, and (ii) provisions of the Performance Incentive Plan that are deleted,
added, or modified to conform to, or exempt the plan from, section 409A of the Internal
Revenue Code (Sections 5.6(a), 5.7(b)(4), 5.10(c), and 8.5) are effective January 1, 2005.

This document amends and restates the Compensation Program with an “Effective Date” of

July 1, 20076%%%&%&5—9#&&%&#@%%@4&9&%%%

2. COMPENSATION PROGRAM OBJECTIVES

UTIMCO’s Compensation Program serves a number of objectives:

®  To attract and retain key investment and operations staff of outstanding competence
and ability.

UTIMCO Compensation Program Page 1
| #1/0607/01/07
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* To encourage key investment staff to develop a strong commitment to the
performance of the assets for which UTIMCO has been delegated investment
responsibility.

»  To motivate key investment staff to focus on maximizing real, long-term returns for
all funds managed by UTIMCO while assuming appropriate levels of risk.

=  To facilitate teamwork so that members of UTIMCO operate as a cohesive group.

3. TOTAL COMPENSATION PROGRAM PHILOSOPHY

UTIMCO aspires to attract and retain high caliber employees from nationally recognized
peer institutions and the investment management community in general. UTIMCO strives to
provide a total compensation program that is competitive nationally, with the elements of
compensation evaluated relative to comparably sized university endowments, foundations,
in-house managed pension funds, and for-profit investment management firms with a similar
investment philosophy (e.g., externally managed funds).

UTIMCO’s total Compensation Program is positioned against the competitive market as
follows:

= Base salaries are targeted at the market median (e.g., 50th percentile).

= Target total compensation (salary plus target Incentive Award Opportunity) is
positioned at the market median.

» Maximum total compensation (salary plus maximum Incentive Award Opportunity)
is targeted at the market 75th percentile if performance is outstanding. (For this
purpose, 0 is the lowest point and 100 is the highest.)

Although base salaries, as well as target and maximum total compensation, have a targeted
positioning relative to market, an individual employee’s actual total compensation may vary
from the targeted positioning based on the individual’s experience, education, knowledge,
skills, and performance as well as UTIMCO’s investment performance as described in this
document. Except as provided in Sections 5.8 and 5.9 for purposes of determining the
length of historical performance, base salaries and Incentive Award Opportunities (as well
as the actual Performance Incentive Awards) are not determined based on seniority at
UTIMCO.

4. BASE SALARY ADMINISTRATION

4.1. Salary Structure

(a) Base salaries are administered through a Salary Structure as set forth in this
Section 4.1. Each employment position has its own salary range, with the
midpoint set approximately equal to the market median base salary for
employment positions with similar job content and level of responsibility. In

UTIMCO Compensation Program Page 2
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most cases, the salary range will be from 20% below the midpoint to 20%
above the midpoint.

The salary range midpoints will be determined by the Compensation
Committee based on consultation with an outside compensation consultant
and with UTIMCO management. Salary range midpoints for key
management, investment, and operations positions will be updated at least
every three years based on a salary benchmarking study conducted by a
qualified compensation consultant selected by the Compensation Committee.
In years in which the Compensation Committee does not commission a
formal salary survey, the base salary midpoints may be adjusted at the
Compensation Committee’s discretion based on expected annual salary
structure adjustments as reported in one or more published compensation
planning surveys.

4.2. Salary Adjustments

(a)

(b)

The base salary of the President and CEO is determined by the Board, and the
base salaries of the other key investment and operations employees are
determined by the Compensation Committee. Base salaries will be set within
the salary range for each employment position. An individual’s base salary
within the range may be higher or lower than the salary range midpoint based
on his or her level of experience, education, knowledge, skills, and
performance. On an exception basis, the Board may set individual base
salaries outside of the salary range if an individual either substantially
exceeds or does not meet all of the market criteria for a particular position
(e.g., recent promotion).

Individuals may receive an annual adjustment (increase or decrease) of their
base salaries at the discretion of the Compensation Committee or, in the case
of the President and CEO, at the discretion of the Board. Base salary
adjustments, if any, will be determined based on each individual employee’s
experience, education, knowledge, skills, and performance. Employees are
not guaranteed an annual salary increase.

5. PERFORMANCE INCENTIVE PLAN

5.1. Purpose of the Performance Incentive Plan

The purpose of the Performance Incentive Plan is to provide annual Performance
Incentive Awards to eligible Participants based on specific objective criteria
relative to UTIMCO’s and each Participant’s performance. The primary objectives
of the Performance Incentive Plan are outlined in Section 2.

5.2. Performance Period

UTIMCO Compensation Program Page 3
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For purposes of the Performance Incentive Plan, the “Performance Period”
begins on July 1 of each year and ends the following June 30.

Except as otherwise provided under Sections 5.8 and 5.9, performance for
each year in the historical performance period will be measured between July
1 and the following June 30 of the applicable year for gauging achievement
of the Entity and Asset Class Performance Goals.

5.3. Eligibility and Participation

(2)

Each employee of UTIMCO will be a “Participant” in the Performance
Incentive Plan for a Performance Period if (and only if) he or she is both (i)
employed by UTIMCO in an employment position that is designated as an
“Eligible Position” for that Performance Period and (ii) selected by the Board
as eligible to participate in the Performance Incentive Plan for that
Performance Period. “Eligible Positions” for a Performance Period include
senior management, investment staff, and other key positions as designated
by the President and CEO and approved by the Board as Eligible Positions
for that Performance Period. An employment position that is an Eligible
Position in one Performance Period is not automatically an Eligible Position
in any subsequent Performance Period, and each Eligible Position must be
confirmed or re-confirmed by the Board as being an “Eligible Position” for
the applicable Performance Period. Similarly, an employee who is eligible to
participate in the Performance Plan in one Performance Period is not
automatically eligible to participate in any subsequent Performance Period
(notwithstanding that such employee may be employed in an Eligible
Position in that subsequent Performance Period), and each employee must be
designated or re-designated by the Board as being eligible to participate in
the Performance Incentive Plan for the applicable Performance Period. The
Board will confirm the Eligible Positions and designate the eligible
employees who will become Participants for a Performance Period within the
first 90 days of the Performance Period or, if later, as soon as
administratively feasible after the start of the Performance Period. The Board
in its discretion may also designate the employment position of a newly hired
or promoted employee as an “Eligible Position” and may designate such
newly hired or promoted employee as eligible to participate in the
Performance Incentive Plan for a Performance Period (or remainder of a
Performance Period) within 30 days of such hire or promotion or, if later, as
soon as administratively feasible after such hire or promotion. A list of
Eligible Positions for each Performance Period is set forth in Table 1, which
is attached as Appendix C. Table 1 will be revised each Performance Period
to set forth the Eligible Positions for that Performance Period as soon as
administratively practicable after confirmation of such Eligible Positions by
the Board for such Performance Period, and such revised Table 1 will be
attached as Appendix C.

UTIMCO Compensation Program Page 4
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Pl S0l AN

An employee in an Eligible Position who has been selected by the Board to
participate in the Performance Incentive Plan will become a Participant on
the later of (i) the date he or she is employed in an Eligible Position or (ii) the
date he or she is selected by the Board to participate in the Performance
Incentive Plan; provided, however, that the Board in its discretion may
designate any earlier or later date (but not earlier than such employee’s date
of hire and not later than such employee’s date of termination of
employment) upon which such employee will become a Participant, and such
employee will instead become a Participant on such earlier or later date. The
preceding notwithstanding, except when compelling individual circumstances
justify a shorter period of time and such circumstances are recorded in the
minutes of a meeting of the Board, an employee may not commence
participation in the Performance Incentive Plan and first become a Participant
during the last six months of any Performance Period, and, if an employee is
selected by the Board to participate in the Performance Incentive Plan or
becomes employed in an Eligible Position during the last six months of any
Performance Period, participation of such employee in the Performance
Incentive Plan will be delayed until the first day of the next Performance
Period (assuming such employee is employed by UTIMCO in an Eligible
Position on such date).

An employee will cease to be a Participant in the Performance Incentive Plan
on the earliest to occur of: (i) the date such employee is no longer employed
in an Eligible Position; (ii) the date of termination of such employee’s
employment with UTIMCO for any reason (including voluntary and
involuntary termination, death, and disability); (iii) the date of termination of
the Performance Incentive Plan; (iv) the date such employee commences a
leave of absence; (v) the date such employee begins participation in any other
UTIMCO incentive program; (vi) the date the Board designates that such
employee’s employment position is not an Eligible Position (or fails to
designate the employee’s employment position as an Eligible Position with
respect to a Performance Period); or (vii) any date designated by the Board as
the date on which such employee is no longer a Participant.

Except as provided in Sections 5.10(b), (c), and (d), only individuals who are
Participants on the last day of a Performance Period are eligible to receive
Performance Incentive Awards under the Performance Incentive Plan for that
Performance Period.

5.4. Performance Goals

(2)

Within the first 60 days of each Performance Period, the President and CEO
will recommend goals (“Performance Goals™) for each Participant (other than
the Performance Goals for the President and CEO, which are determined as
provided in Section 5.4(c), and the Performance Goals for employees who are
hired or promoted later during a Performance Period) subject to approval by
the Compensation Committee within the first 90 days of the Performance

UTIMCO Compensation Program Page 5
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Period. The President and CEO will also recommend Performance Goals for
employees who are hired or promoted during the Performance Period and
become Participants at the time those employees are designated as
Participants (with such Performance Goals subject to confirmation by the
Compensation Committee as soon as administratively feasible after such
Performance Goals are recommended).

There are three categories of Performance Goals:
(1) Entity Performance (measured as described in Section 5.8(a))
(2) Asset Class Performance (measured as described in Section 5.8(b))

(3) Individual Performance (measured as described in Section 5.8(c))

Except for the President and CEO, Individual Performance Goals will be
defined Jomtly by each Part1c1pant and his or her superv1sor, sub]ect to
approval c idy . ¢
approved by the Premdent and CEO and subJect to ﬁnal approval by the
Compensation Committee. Individual Performance Goals may be established
in one or more of the following areas:

= Leadership
= Implementation of operational goals
* Management of key strategic projects

= Effective utilization of human and financial resources

The President and CEO’s Performance Goals will be determined and
approved by the Board.

Each Performance Goal for each Eligible Position is assigned a weight for the
Performance Period. For each Performance Period, the Compensation
Committee will approve (or adjust as it deems appropriate) the weightings of
the Performance Goals at the same time it approves the Performance Goals.
The weightings for each Eligible Position are set forth in Table 1, which is
attached as Appendix C. Table 1 will be revised each Performance Period to
set forth the weightings for the Eligible Positions for that Performance Period
as soon as administratively practicable after such weightings are approved by
the Compensation Committee for such Performance Period. Notwithstanding
the identified weighting for an Eligible Position, the Compensation
Committee may adjust the weightings (up or down) for any Participant for a
Performance Period where it considers the assigned weighting for a
Performance Goal to be inappropriate for such Participant because of his or
her length of service with UTIMCO, his or her tenure in the respective
Eligible Position, or his or her prior work experience. The weightings for the

UTIMCO Compensation Program Page 6
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Performance Goals for each Performance Period are subject to approval by
the Board.

5.5. Incentive Award Opportunity Levels and Performance Incentive Awards

(a)

(b)

(c)

(d)

(e)

At the beginning of each Performance Period, each Eligible Position is
assigned an “Incentive Award Opportunity” for each Performance Goal for
the Participants in that Eligible Position. Each Incentive Award Opportunity
is determined by the Compensation Committee (and subject to approval by
the Board) and is expressed as a percentage of base salary earned during the
Performance Period. The Incentive Award Opportunities include a threshold,
target, and maximum award for achieving commensurate levels of
performance of the respective Performance Goal.

Incentive Award Opportunities for each Performance Period are set forth in
Table 1, which is attached as Appendix C. Table 1 will be revised each
Performance Period to set forth the Incentive Award Opportunities for that
Performance Period as soon as administratively practicable after approval of
the Incentive Award Opportunities by the Board for such Performance
Period, and such revised Table 1 will be attached as Appendix C.

Actual “Performance Incentive Awards” are the amounts that are actually
awarded to Participants for the respective Performance Period. Actual
Performance Incentive Awards will range from zero (if a Participant
performs below threshold on all Performance Goals) to the maximum
Incentive Award Opportunity (if a Participant performs at or above maximum
on all Performance Goals) depending on performance relative to objectives.
Awards are capped at maximum levels regardless of whether a Participant
exceeds the stated maximum Performance Goals.

Following the end of each Performance Period, the Compensation Committee
will review the actual performance of each Participant against the
Performance Goals of the respective Participant and determine the
Participant’s level of achievement of his or her Performance Goals. The
Compensation Committee will seek, and may rely on, the independent
confirmation of the level of Performance Goal achievement from an external
investment consultant to evaluate Entity Performance and Asset Class
Performance. The President and CEO will submit a written report to the
Compensation Committee, which documents the Participant’s performance
relative to the Participant’s Performance Goals set at the beginning of the
Performance Period, and upon which the Compensation Committee may rely
in evaluating the Participant’s performance. The Board will determine the
President and CEO’s level of achievement relative to the President and
CEQ’s Performance Goals.

Performance Incentive Awards will be calculated for each Participant based
on the percentage achieved of each Performance Goal, taking into account

UTIMCO Compensation Program Page 7
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the weightings for the Participant’s Entity Performance, Asset Class
Performance, and Individual Performance Goals and each Participant’s
Incentive Award Opportunity. The methodology for calculating Incentive
Award Opportunities and Performance Incentive Awards is presented on
Appendix A. Performance Incentive Awards will be interpolated in a linear
fashion between threshold and target as well as between target and
maximum.

Within 150 days following the end of a Performance Period, the
Compensation Committee will review all Performance Incentive Award
calculations, based on the certification of its advisors, and make any changes
it deems appropriate. The Compensation Committee will submit its
recommendations to the Board for approval. Subject to the provisions of
Section 7.1, the Board will approve Performance Incentive Awards.

Following the approval of a Performance Incentive Award by the Board, each
Participant will be notified as to the amount, if any, of his or her Performance
Incentive Award as well as the terms, provisions, conditions, and limitations
of the Nonvested Deferred Award portion of such Performance Incentive
Award.

5.6. Form and Timing of Payouts of Performance Incentive Awards

Approved Performance Incentive Awards will be paid as follows:

(2)

(b)

Seventy percent of the Performance Incentive Award will be paid to the
Participant (“Paid Performance Incentive Award”) within 150 days of the
completion of the Performance Period (and in no event later than the 15th day
of the third month following the later of (i) the last day of the calendar year in
which the Performance Incentive Award is determined or (ii) the last day of
the fiscal year of UTIMCO in which the Performance Incentive Award is
determined), and

Thirty percent of the Performance Incentive Award will be treated as a
“Nonvested Deferred Award” subject to the terms of Section 5.7 and paid in
accordance with that Section.

5.7. Nonvested Deferred Awards

(a)

For each Performance Period, a hypothetical account on UTIMCO’s books
(“Nonvested Deferred Award Account”) will be established for each
Participant. As of the date that the corresponding Paid Performance
Incentive Award is paid to the Participant, each Participant’s Nonvested
Deferred Award for a Performance Period will be credited to his or her
Nonvested Deferred Award Account established for that Performance Period;
provided, however, that, in the case of any Participant who is not employed
by UTIMCO on the date such Nonvested Deferred Award would be so
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credited to his or her Nonvested Deferred Award Account, such Nonvested
Deferred Award will not be credited to such Participant’s Nonvested
Deferred Award Account but will instead be forfeited. The Nonvested
Deferred Award Accounts will be credited (or debited) monthly with an
amount equal to the net investment returns of the Total Endowment Assets
(“Net Returns™) for the month multiplied by the balance of the respective
Participant’s Nonvested Deferred Award Account(s) as of the last day of the
month. When the Nonvested Deferred Award is initially credited to the
Nonvested Deferred Award Account, the Nonvested Deferred Award
Account will be credited (or debited) with Net Returns for the month of the
initial credit of a Nonvested Deferred Award, but the Net Returns will be
prorated to reflect the number of days of the month during which the amounts
were credited to the Nonvested Deferred Award Account. Participants are
not entitled to their Nonvested Deferred Award Accounts unless and until
they become vested in those accounts in accordance with Section 5.7(b).

Assuming and contingent upon continued employment with UTIMCO,
except as provided in Section 5.10(c), a Participant will become vested in,
and entitled to payment of, his or her Nonvested Deferred Award Account for
each respective Performance Period according to the following schedule:

(1) On the first anniversary of the last day of the Performance Period for
which the Nonvested Deferred Award was earned, one third of the
amount then credited to the Participant’s Nonvested Deferred Award
Account for that Performance Period will be vested and paid to the
Participant.

(2) On the second anniversary of the end of the Performance Period for
which the Nonvested Deferred Award was earned, one half of the
amount then credited to the Participant’s Nonvested Deferred Award
Account for that Performance Period will be vested and paid to the
Participant.

(3) On the third anniversary of the end of the Performance Period for which
the Nonvested Deferred Award was earned, the remaining amount then
credited to the Participant’s Nonvested Deferred Award Account for
that Performance Period will be vested and paid to the Participant.

(4) Nonvested Deferred Award Accounts payable under the above
paragraphs of this Section 5.7(b) will be paid as soon as
administratively practicable after the applicable portion of any such
Nonvested Deferred Award Account becomes vested and in no event
later than the 15th day of the third month following the later of (i) the
last day of the calendar year in which the applicable portion of such
Nonvested Deferred Award Account becomes vested or (ii) the last day
of the fiscal year of UTIMCO in which the applicable portion of such
Nonvested Deferred Award Account becomes vested.
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5.8. Performance Measurement Standards

(a) Entity Performance

O

@)

3

4

Entity Performance for purposes of the Performance Incentive Plan is
the performance of the Total Endowment Assets (weighted at 85%) and
the Intermediate Term Fund (weighted at 15%).

The performance of the Total Endowment Assets is measured based on
the TEA’s performance relative to the TEA’s Policy Portfolio Return
(TEA benchmark) (weighted at 75%) and to the Peer Group (weighted
at 25%). The Board’s chosen investment advisor will determine the
performance of the Peer Group annually for the Performance Period.
Performance of the Total Endowment Assets is measured net of fees,
meaning performance is measured after factoring in all administrative
and other fees incurred for managing the Total Endowment Assets. The
Board’s investment advisor will calculate a percentile rank for the
performance of the Total Endowment Assets relative to the Peer Group,
with the 100" percentile representing the highest rank, the 50"
percentile representing the median, and the 0™ percentile representing
the lowest rank.

The performance of the Intermediate Term Fund will be measured
based on the performance of the ITF relative to the ITE’s Policy
Portfolio Return (ITF benchmark). The performance standards related
to the Intermediate Term Fund for the Performance Period beginning
July 1, 2006, are reflected in Table 4 on Appendix D. Performance
standards related to the ITF for each Performance Period beginning
after June 30, 2007, will be set forth on a revised table for each such
Performance Period and set forth on Appendix D as soon as
administratively practicable after such standards are determined.
Performance of the Intermediate Term Fund is measured net of fees,
meaning performance is measured after factoring in all administrative
and other fees incurred for managing the ITF.

Except as provided in Section 5.9, performance of the Total
Endowment Assets (TEA benchmark and Peer Group performance) and
the Intermediate Fund (ITF benchmark) will be measured based on a
three-year rolling historical performance of each such fund.

(b) Asset Class Performance

(1) Asset Class Performance is the performance of specific asset classes
within the Total Endowment Assets and the Intermediate Term Fund
(such as US public equity, private capital, etc.) based on the standards
set forth in this Section 5.8(b). Except as provided in paragraph (2)
UTIMCO Compensation Program Page 10
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below and Section 5.9, Asset Class Performance will be measured
relative to the appropriate benchmark based on three-year rolling
historical performance. Performance standards for each asset class will
vary depending on the ability to outperform the respective benchmark.
Table 2 below identifies the benchmarks for each asset class as well as
threshold, target, and maximum performance standards for the
Performance Periods ending June 30, 2003, 2004, and 2005 and
includes July 2005 and August 2005. Table 3 below identifies the
benchmarks for each asset class as well as threshold, target, and
maximum performance standards beginning September 1, 2005,
through December 31, 2005. Table 4 below identifies the benchmarks
for each asset class as well as threshold, target, and maximum
performance standards beginning January 1, 2006, through June 30,
2006. The benchmarks for each asset class as well as threshold, target,
and maximum performance standards for Performance Periods
beginning after June 30, 2006, will be set forth in a revised table for
each such Performance Period as soon as administratively practicable
after such benchmarks and standards are set, and such revised table will
be attached as Appendix D.
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TABLE 2 (7/1/04 through 8/31/05)

Policy Portfolio
Weights Performance Standards
Asset Class Benchmark (% of Portfolic)  Threshold Target Maximum
Entity: Peer goup Peer group (Endowments w/ >$ 1 B assets) n/a 40th %ile 60th %ile 75th %ile
US Public Equity Russell 3000 20.0% +0 bps +31 bps +62 bps
International Equity MSCI All Country World Index, Ex US 17.0% +0 bps +52.5 bps +105 bps
Fixed Income Lehman Brothers Aggregate Bond Index 10.0% +0 bps +12.5 bps +25 bps
Private Capital Roll up of Private Equity & Venture Capital 15.0%
Private Equity Venture Economics Private Equity Database - +0 bps +100 bps +200 bps
Venture Capital Venture Economics Venture Capital Database - +0 bps +112.5 bps +225 bps
Absolute Return Hedge Funds ~ 91-Day T-Bill 15.0% +300 bps +350 bps +400 bps
Equity Hedge Funds 91-Day T-Bill 10.0% +400 bps +465 bps +530 bps
Inflation Hedge Roll up of Commaodities, TIPS & REITS 13.0%
Commodities Goldman Sachs Commodity Index 3.0% -100 bps -15 bps +0 bps
TIPS Lehman Brothers US TIPS Index 5.0% +0 bps +2.5 bps +5 bps
REITS Dow Jones Wilshire Real Estate Securities Index 5.0% +0 bps +37.5 bps +75 bps
Cash 91-Day T-Bill 0.0% +0 bps +0 bps +0 bps
Short Intermediate Term Fund  SITF Policy Statement - +0 bps +5 bps +10 bps
TABLE 3 (9/1/05 through 12/31/05)
Policy Portfolie
Weights Performance Standards
Asset Class Benchmark (% of Portfolio) Threshold Target Maximum
Entity: Peer Group Peer group (Endowments w/>$1 B assets) n/a 40th %ile  60th %ile  75th %ile
US Public Equity Russell 3000 Index 20% +0 bps +31 bps +62 bps
Non-US Developed Equity MSCI EAFE Index with net dividends 10% +0 bps +37.5 bps +75 bps
Emerging Markets Equity MSCI Emerging Markets Index with net dividends % +0 bps +75 bps +150 bps
Directional Hedge Funds Combination index: 50% S&P Event-Driven Hedpe 10% +0 bps +65 bps +130 bps
Fund Index plus 50% S&P Directional/Tactical
Hedge Fund Index
Absolute Return Hedge Funds Combination index: 66.7% S&P Event-Driven 15% +0 bps +50 bps +100 bps
Hedge Fund Index plus 33.3% S&P Arbitrage
Hedge Fund Index
Private Equity Custom Benchmark Created from Venture 1% +0 bps +103.5bps  +207 bps
Economics Database
Venture Capital Custom Benchmark Created from Venture 4% +0 bps +103.5bps  +207 bps
Economics Database
REITS Dow Jones Wilshire Real Estate Securities Index 5% +0 bps +37.5bps  +75bps
Commodities Combination index: 66.7% Goldman Sachs 3% +0 bps +17.5 bps +35 bps
Commodity Index minus .5% plus 33.3% DJ-AIG
Commodity Index
TIPS Lehman Brothers US TIPS Index 5% +0 bps +2.5 bps +5 bps
Fixed Income Lehman Brothers Aggregate Bond Index 10% +0 bps +12.5 bps +25 bps
Cash 90 day t-bills 0% +0 bps +0 bps +0 bps
Short Intermediate Term Fund SITF Policy Statement - +0 bps +5 bps +10 bps
UTIMCO Compensation Program Page 12
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TABLE 4 (1/1/06 through 6/30/06)
Policy Portfolio
Weights Performance Standards

Asset Class Benchmark (% of Portfolio) Threshold Target Maximum
Entity: Peer Group Peer group (Endowments w/>81 B assets) n/a 40th %ile  60th %ile  75th %ile
US Public Equity Russell 3000 Index 20% +0 bps +31 bps +62 bps
Non-US Developed Equity MSCI EAFE Index with net dividends 10% +0 bps +37.5 bps +75 bps
Emerging Markets Equity MSCI Emerging Markets Index with net dividends % +0 bps +75 bps +150 bps
Directional Hedge Funds MSCI Investable Hedge Fund Index 10% +0 bps +65 bps +130 bps
Absolute Return Hedge Funds MSCI Investable Hedge Fund Index 15% +0 bps +50 bps +100 bps
Private Equity Custom Benchmark Created from Venture 11% +0 bps +103.5bps  +207 bps

Economics Database
Venture Capital Custom Benchmark Created from Venture 4% +0 bps +103.5bps  +207 bps

Economics Database
REITS Dow Jones Wilshire Real Estate Securities Index 5% +0 bps +37.5 bps +75 bps
Comimodities Combination index: 66.7% Goldman Sachs 3% +0 bps +17.5 bps +35 bps

Commodity Index minus .5% plus 33.3% DIJ-AIG

Commodity Index
TIPS Lehman Brothers US TIPS Index 5% +0 bps +2.5 bps +5 bps
Fixed Income Lehman Brothers Aggregate Bond Index 10% +0 bps +12.5 bps +25 bps
Cash 90 day t-bills 0% +0 bps +0 bps +0 bps
Short Intermediate Term Fund SITF Policy Statement - +0 bps +5 bps +10 bps

)

Performance for the private capital asset class (Private Equity and
Venture Capital) is calculated differently from other asset classes due to

its longer investment horizon and illiquidity of assets. Performance of
the private capital asset class is determined based on the performance of
partnership commitments made by the current private capital team since
2001 based on internal rates of return (IRR’s) relative to the respective
Venture Economics benchmarks.

(¢) Individual Performance

1)

The level of a Participant’s Individual Performance will be measured

(2)

by the President and CEQ, subject to approval by the Compensation
Committee, based on the level of attainment (below threshold,
threshold, target, or maximum) of the Participant’s Individual
Performance Goals for the Performance Period.

For purposes of determining the level of attainment of each

Participant’s Individual Performance Goals for the Performance
Period, the Participant will have attained below threshold level if he
or she fails to successfully complete at least 50% of his or her
Individual Performance Goals for that Performance Period, threshold
level if he or she successfully completes 50% of his or her Individual
Performance Goals for that Performance Period, target level if he or
she successfully completes 75% of his or her Individual Performance
Goals for that Performance Period, and maximum level if he or she
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successfully completes 100% of his or her Individual Performance
Goals for that Performance Period (with interpolation for levels of
attainment between threshold, target, and maximum).

In determining the percentage of successful completion of a

Participant’s Individual Performance Goals, the President and CEO
(in his or her initial determination) and the Compensation Committee
(in its review of the attained levels for approval) need not make such
determination based solely on the number of Individual Performance
Goals successfully completed but may take into account the varying
degrees of importance of the Individual Performance Goals, changes
in the Participant’s employment duties occurring after the Individual
Performance Goals are determined for the Performance Period, and
any other facts and circumstances determined by the President and
CEO or Compensation Committee (as applicable) to be appropriate
for consideration in evaluation of the level of achievement of the
Participant’s Individual Performance Goals for the Performance
Period.

Iodividil Pect : onch Paztic: " ¢ based

5.9. Modifications of Measurement Period for Measuring Equity-Entity and Asset

Class Performance Goals
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Although generally Entity Performance and most Asset Class Performance
are measured based on three-year rolling historical performance, newly hired
Participants will be phased into the Performance Incentive Plan so that Entity
Performance and Asset Class Performance are measured over a period of
time consistent with each Participant’s tenure at UTIMCO. This provision
ensures that a Participant is measured and rewarded over a period of time
consistent with the period during which he or she influenced the performance
of the entity or a particular asset class. In the Performance Period in which a
Participant begins participation in the Performance Incentive Plan, the Entity
Performance and Asset Class Performance components of the Incentive
Award Opportunity will be based on one full year of historical performance
(i.e., the performance for the Performance Period during which the
Participant commenced Performance Incentive Plan participation). During a
Participant’s second year of Performance Incentive Plan participation, the
Entity Performance and Asset Class Performance components of the
Incentive Award Opportunity will be based on two full years of historical
performance. In the third year of a Participant’s Performance Incentive Plan
participation and beyond, the Entity and Asset Class Performance
components of the Incentive Award Opportunity will be based on the three
full years of rolling historical performance. This provision will apply to
Participants who are UTIMCO employees hired after July 1, 2001.

For purposes of measuring the Intermediate Term Fund component of Entity
and Asset Class Performance, the three-year historical performance cycle will
not be utilized until the Intermediate Term Fund has three years of historical
performance as part of the Performance Incentive Plan and, until that time,
the actual years of historical performance will be used as the measurement
period. The Intermediate Term Fund was formed on February 1, 2006, and is
added as a measurement of performance under the Performance Incentive
Plan effective July 1, 2006. Therefore, as of June 30, 2007, the ITF will have
one year of historical performance that will be measured for purposes of
determining Equity-Entity and Asset Class Performance; as of June 30, 2008,
the ITF will have two consecutive years of historical performance that will be
measured for purposes of determining Equity—Entity and Asset Class
Performance; and as of June 30, 2009, and for each Performance Period
thereafter, three consecutive years of historical performance will be utilized
for purposes of measuring the ITF prong of Egquity-Entity and Asset Class
Performance.

For purposes of measuring Entity and Asset Class Performance, the three-

vear historical performance cycle will not be utilized for any specific asset
class (or subset of an asset class) until that asset class (or subset of that asset
class) has three vyears of historical performance as part of the Performance
Incentive Plan and., until that time, the actual vears (full and partial) of
historical performance of that asset class (or subset of that asset class) while
part of the Performance Incentive Plan will be used as the measurement

period.
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For purposes of measuring Entity and Asset Class Performance of an asset

(e)

class (or subset of an asset class) that is removed from the Performance
Incentive Plan prior to completion of the then in-progress three-year
historical performance cycle, the three-year historical performance cycle will
not be utilized for that removed asset class (or subset of an asset class), but
instead the actual number of full months that the removed asset class was part
of the Performance Incentive Plan during the then in-progress three-year
historical performance cycle will be used as the measurement period.

For purposes of measuring Asset Class Performance for a particular

Participant of an asset class (or subset of an asset class) that is removed from
or added to the Participant’s responsibility during the then in-progress three-
vear historical performance cycle, the three-year historical performance cycle
will not be utilized for that removed or added asset class (or subset of an asset
class). but instead the actual number of full months that the removed or added
asset class was part of the Participant’s responsibility during the then in-
progress three-year historical performance cycle will be used as the
measurement period for evaluating the Asset Class Performance with respect
to such Participant.

5.10. Termination Provisions

(a)

(b)

Except as otherwise provided in this Section 5.10, any Participant who ceases
to be a Participant (either because of termination of employment with
UTIMCO or for any other reason stated in Section 5.3(c)) prior to the end of
a Performance Period will not be eligible to receive payment of any
Performance Incentive Award for that or any subsequent Performance
Periods. In addition, a Participant will only continue to vest in Nonvested
Deferred Awards while he or she is employed with UTIMCO and will forfeit
any Nonvested Deferred Awards at termination of employment with
UTIMCO.

If a Participant ceases to be a Participant in the Performance Incentive Plan
under Section 5.3(c) prior to the end of a Performance Period because his or
her employment position is no longer an Eligible Position (but such employee
continues to be employed with UTIMCO), such Participant’s Performance
Incentive Award for the current Performance Period, if any, will be
calculated on a prorated basis from the first day of the Performance Period to
the Performance Measurement Date immediately preceding or, if applicable,
coinciding with the date the Participant ceases to be in an Eligible Position,
and such individual will not be entitled to any Performance Incentive Awards
for any Performance Period thereafter (unless he or she again becomes a
Participant in accordance with Sections 5.3(a) and (b)). All Nonvested
Deferred Awards continue to vest and be paid subject to the provisions of
Section 5.7(b).
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If a Participant ceases to be a Participant in the Performance Incentive Plan
under Section 5.3(c) prior to the end of a Performance Period because his or
her employment with UTIMCO terminates due to death or Disability, the
Participant’s Performance Incentive Award for the Performance Period in
which termination occurs will be paid at target on a prorated basis from the
first day of the Performance Period to the Performance Measurement Date
immediately preceding or, if applicable, coinciding with the date of the
Participant’s death or Disability, and such individual will not be entitled to
any Performance Incentive Awards for any Performance Period thereafter
(unless he or she again becomes a Participant in accordance with Sections
5.3(a) and (b)). All Nonvested Deferred Award Accounts will vest
immediately and be paid as soon as administratively practicable after such
termination and in no event later than the 15th day of the third month
following the later of (i) the last day of the calendar year in which such
termination occurs or (ii) the last day of the fiscal year of UTIMCO in which
such termination occurs. Payments under this provision will be made to the
estate or designated beneficiaries of the deceased Participant or to the
disabled Participant, as applicable.

If a Participant ceases to be a Participant in the Performance Incentive Plan
under Section 5.3(c) prior to the end of a Performance Period because he or
she commences a leave of absence, such Participant’s Performance Incentive
Award for the current Performance Period, if any, will be calculated on a
prorated basis from the first day of the Performance Period to the
Performance Measurement Date immediately preceding or coinciding with
the date the Participant commences such leave of absence, and such
individual will not be entitled to any Performance Incentive Awards for any
Performance Period thereafter (unless he or she again becomes a Participant
in accordance with Sections 5.3(a) and (b)). All Nonvested Deferred Awards
continue to vest and be paid subject to the provisions of Section 5.7(b).

In the case of any Participant who ceases to be a Participant in the
Performance Incentive Plan prior to the end of Performance Period and is
entitled to a Performance Incentive Award or a prorated Performance
Incentive Award under this Section 5.10, such Performance Incentive Award
will be calculated at the time and in the manner provided in Section 5.5 and
Appendix A and paid in accordance with Section 5.6 and will not be
calculated or paid prior to such time.

6. COMPENSATION PROGRAM AUTHORITY AND
RESPONSIBILITY

6.1. Board as Plan Administrator

Except as otherwise specifically provided in this Compensation Program with
respect to powers, duties, and obligations of the Compensation Committee, the
Compensation Program will be administered by the Board.
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6.2. Powers of Board

The Board has all powers specifically vested herein and all powers necessary or
advisable to administer the Compensation Program as it determines in its
discretion, including, without limitation, the authority to:

(1) Establish the conditions for the determination and payment of compensation
by establishing the provisions of the Performance Incentive Plan.

(2) Select the employees who are eligible to be Participants in the Performance
Incentive Plan.

(3) Delegate to any other person, committee, or entity any of its ministerial
powers and/or duties under the Compensation Program as long as any such
delegation is in writing and complies with the UTIMCO Bylaws.
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| #440607/01/07



DRAFT
09/05/07

7. COMPENSATION PROGRAM INTERPRETATION
7.1. Board Discretion

(a) Consistent with the provisions of the Compensation Program, the Board has
the discretion to interpret the Compensation Program and may from time to
time adopt such rules and regulations that it may deem advisable to carry out
the Compensation Program. All decisions made by the Board in selecting the
Participants approved to receive Performance Incentive Awards, including
the amount thereof, and in construing the provisions of the Compensation
Program, including without limitation the terms of any Performance
Incentive Awards, are final and binding on all Participants.

(b) Notwithstanding any provision of the Compensation Program to the contrary
and subject to the requirement that the approval of Performance Incentive
Awards that will result in an increase of 5% or more in the total Performance
Incentive Awards calculated using the methodology set out on Appendix A
must have the prior approval of the U.T. System Board of Regents, the Board
has the discretion and authority to make changes in the terms of the
Compensation Program in determining a Participant’s eligibility for, or
amount of, a Performance Incentive Award for any Performance Period
whenever it considers that circumstances have occurred during the
Performance Period so as to make such changes appropriate in the opinion of
the Board, provided, however, that any such change will not deprive or
eliminate an award of a Participant after it has become vested and that such
circumstances are recorded in the minutes of a meeting of the Board.

7.2.  Duration, Amendment, and Termination

The Board has the right in its discretion to amend the Compensation Program or
any portion thereof from time to time, to suspend it for a specified period, or to
terminate it entirely or any portion thereof. However, if the Performance Incentive
Plan is suspended or terminated during a Performance Period, Participants will
receive a prorated Performance Incentive Award based on performance achieved
and base salary earned through the Performance Measurement Date immediately
preceding such suspension or termination. The Compensation Program will be in
effect until suspension or termination by the Board; provided, however, that if the
Board so determines at the time of any suspension or termination of the
Performance Incentive Plan, Nonvested Deferred Awards credited to Participants’®
Nonvested Deferred Award Account(s) as of the effective date of such suspension
or termination will continue to be administered under the terms of the Performance
Incentive Plan after any suspension or termination, except as the Board otherwise
determines in its discretion at the time of such suspension or termination.
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Recordkeeping and Reporting

(a) All records for the Compensation Program will be maintained by the
Managing Director of Accounting, Finance, and Administration at UTIMCO.
Relative performance data and calculations will be reviewed by UTIMCO’s
external auditor before Performance Incentive Awards are finalized and
approved by the Board.

(b) UTIMCO will provide all Participants with a comprehensive report of the
current value of their respective Nonvested Deferred Award Account
balances, including a complete vesting status of those balances, on at least a
quarterly basis.

Continued Employment

Nothing in the adoption of the Compensation Program or the awarding of
Performance Incentive Awards will confer on any employee the right to continued
employment with UTIMCO or affect in any way the right of UTIMCO to terminate
his or her employment at any time.

Non-transferability of Awards

Except for the rights of the estate or designated beneficiaries of Participants to
receive payments, as set forth herein, Performance Incentive Awards under the
Performance Incentive Plan, including both the Paid Performance Incentive Award
portion and the Nonvested Deferred Award portion, are non-assignable and non-
transferable and are not subject to anticipation, adjustment, alienation,
encumbrance, garnishment, attachment, or levy of any kind. The preceding
notwithstanding, the Compensation Program will pay any portion of a Performance
Incentive Award that is or becomes vested in accordance with an order that meets
the requirements of a “qualified domestic relations order” as set forth in Section
414(p) of the Internal Revenue Code and Section 206(d) of ERISA.

Unfunded Liability

(@) Neither the establishment of the Compensation Program, the award of any
Performance Incentive Awards, nor the creation of Nonvested Deferred
Awards Accounts will be deemed to create a trust. The Compensation
Program will constitute an unfunded, unsecured liability of UTIMCO to
make payments in accordance with the provisions of the Compensation
Program. Any amounts set aside by UTIMCO to assist it in the payment of
Performance Incentive Awards or other benefits under the Compensation
Program, including without limitation, amounts set aside to pay for
Nonvested Deferred Awards, will be the assets of UTIMCO, and no
Participant will have any security or other interest in any assets of UTIMCO
or the U.T. System Board of Regents by reason of the Compensation
Program.
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(b) Nothing contained in the Compensation Program will be deemed to give any
Participant, or any personal representative or beneficiary, any interest or title
to any specific property of UTIMCO or any right against UTIMCO other
than as set forth in the Compensation Program.

Compliance with State and Federal Law

No portion of the Compensation Program will be effective at any time when such
portion violates an applicable state or federal law, regulation, or governmental
order or directive.

Federal, State, and Local Tax and Other Deductions

All Performance Incentive Awards under the Compensation Program will be
subject to any deductions (1) for tax and withholding required by federal, state, or
local law at the time such tax and withholding is due (irrespective of whether such
Performance Incentive Award is deferred and not payable at such time) and (2) for
any and all amounts owed by the Participant to UTIMCO at the time of payment of
the Performance Incentive Award. UTIMCO will not be obligated to advise an
employee of the existence of the tax or the amount that UTIMCO will be required
to withhold.

Prior Plan

(a) Except as provided in the following paragraphs of this Section 7.9, this
restatement of the Compensation Program amends and supersedes any prior
version of the Compensation Program (“Prior Plan”).

(b) All nonvested deferred awards under a Prior Plan will retain the vesting
schedule in effect under the Prior Plan at the time such awards were allocated
to the respective Participant’s account. In all other respects, as of the
Effective Date, those nonvested deferred amounts will (1) be credited or
debited with the Net Returns over the remaining deferral period in
accordance with Section 5.7(a), and (2) be subject to the terms and conditions
for Nonvested Deferred Awards under the Performance Incentive Plan as set
forth in this restated document.
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8. DEFINITION OF TERMS

8.1.
8.2.
8.3.

8.4.
8.5.

8.6.
8.7.
8.8.

8.9.
‘ 8.10.

8.11.

Asset Class Performance is the performance of specific asset classes within the
Total Endowment Assets and the Intermediate Term Fund (such as US public
equity, private capital, etc.) based on the standards set forth in Section 5.8(b).

Board is the UTIMCO Board of Directors.

Compensation Committee is the Compensation Committee of the UTIMCO
Board of Directors.

Compensation Program is defined in Section 1.

Disability means a condition whereby a Participant either (i) is unable to
engage in any substantial gainful activity by reason of a medically determinable
physical or mental impairment that is expected either to result in death or to last for
a continuous period of not less than 12 months or (ii) is, by reason of a medically
determinable physical or mental impairment that is expected to last for a
continuous period of not less than 12 months, receiving income replacement
benefits for a period of not less than three months under a disability plan
maintained or contributed to by UTIMCO for the benefit of eligible employees.

Effective Date is defined in Section 1.
Eligible Position is defined in Section 5.3(a).

Entity Performance represents the performance of the Total Endowment
Assets and the Intermediate Term Fund (based on the measurement standards set
forth in Section 5.8(a)).

Incentive Award Opportunity is defined in Section 5.5(a).

Intermediate Term Fund or ITF is The University of Texas System (“U.T.
System”) Intermediate Term Fund established by the U.T. System Board of
Regents as a pooled fund for the collective investment of operating funds and other
intermediate and long-term funds held by the U.T. System institutions and U.T.
System Administration. Performance of the Intermediate Term Fund is measured
net of fees, meaning performance is measured after factoring in all administrative
and other fees incurred for managing the Intermediate Term Fund.

Intermediate Term Funds’ Policy Portfolio Return is the benchmark return

for the Intermediate Term Fund policy portfolio and is calculated by summing the
neutrally weighted index returns (percentage weight for each asset class multiplied
by the benchmark return for the asset class) for the various asset classes in the
Intermediate Term Fund portfolio for the Performance Period.

8.11.8.12.Net Returns is the investment performance return of the Total Endowment

Assets, net of fees. Net of fees factors in all administrative and other fees for
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managing the Total Endowment Assets. The net investment return will be
calculated as follows:

Permanent University Fund Beginning Net Asset Value x  Permanent University Fund Net Investment Retumn
Total Endowment Beginning Net Asset Value
Plus

General Endowment Fund Beginning Net Asset Value x  General Endowment Fund Net Investment Return
Total Endowment Beginning Net Asset Value

$.12.8.13.Nonvested Deferred Award is defined in Section 5.6(b).
8.13.8.14.Nonvested Deferred Award Account is defined in Section 5.7(a).
8.14.8.15.Paid Performance Incentive Award is defined in Section 5.6(a).

8:15.8.16. Participant is defined in Section 5.3(a).

8.16.8.17.Peer Group is a peer group of endowment funds maintained by the Board’s
external investment advisor that is comprised of all endowment funds with assets
greater than $1 billion on the last day of each of the three immediately preceding
Performance Periods and set forth on Appendix B; provided, however, that
Harvard University’s endowment fund, Yale University’s endowment fund, and
Total Endowment Assets are excluded from the Peer Group. The Peer Group will
be updated from time to time as deemed appropriate by the Board, and Appendix B
will be amended accordingly.

8.17.8.18.Performance Goals are defined in Section 5.4.

8.18.8.19.Performance Incentive Award is the component of a Participant’s total
compensation that is based on specific performance goals and awarded as current
income or deferred at the end of a Performance Period in accordance with Section
5 and Appendix A.

8.19.8.20.Performance Incentive Plan is as defined in Section 1 and described more
fully in Section 5.

8.20.8.21.Performance Measurement Date is the close of the last business day of the
month.

8.21.8.22.Performance Period is defined in Section 5.2.

8.23. Prior Plan is defined in Section 7.9.

8.24. Salary Structure is described in Section 4.1.
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8.25. Total Endowment Assets or TEA means the combination of the Permanent
University Fund and the General Endowment Fund, but does not include any other
endowment funds monitored by UTIMCO such as the Separately Invested Fund.
Performance of the Total Endowment Assets is measured net of fees, meaning
performance is measured after factoring in all administrative and other fees
incurred for managing the Total Endowment Assets.

8.26. Total Endowment Assets’ Policy Portfolio Return is the benchmark return
for the Total Endowment Assets policy portfolio and is calculated by summing the
neutrally weighted index returns (percentage weight for each asset class multiplied
by the benchmark return for the asset class) for the various asset classes in the
Total Endowment Assets portfolio for the Performance Period.
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Appendix A

Performance Incentive Award Methodology
(for Performance Periods beginning on or after July 1, 266862007)

I. Determine “Incentive Award Opportunities” for Each Participant'

Step 1. Identify the weights to be allocated to each of the three Performance Goals
for each Participant’s Eligible Position. The weights vary for each Eligible
Position each Performance Period and are set forth in Table 1 on Appendix
C for the applicable Performance Period. The total of the weights ascribed
to the three Performance Goals must add up to 100% for each Participant.
For example, Table 1 on Appendix C may reflect for a Performance Period
for the President and CEO that the weight allocated to the Entity
Performance Goal is 70%, the weight allocated to the Asset Class
Performance Goal is 0%, and the weight allocated to the Individual
Performance Goal is 30%.

Step 2. Identify the percentage of base salary for the Participant’s Eligible Position
that determines the Performance Incentive Award for achievement of the
Threshold, Target, and Maximum levels of the Performance Goals. The
percentages vary for each Eligible Position each Performance Period and
are set forth in Table 1 on Appendix C for the applicable Performance
Period. For example, Table 1 on Appendix C may show that for a
Performance Period the applicable percentages for determining the
Performance Incentive Award for the President and CEO are 18% of his or
her base salary for achievement of Threshold level performance of all three
Performance Goals, 90% of his or her base salary for achievement of
Target level performance of all three Performance Goals, and 180% of his
or her base salary for achievement of Maximum level performance of all
three Performance Goals.

Step 3. Calculate the dollar amount of the potential Threshold, Target, and
Maximum awards (the “Incentive Award Opportunities”) for each
Participant by multiplying the Participant’s base salary for the Performance
Period by the applicable percentage (from Step #2 above). For example,
assuming the President and CEO has a base salary of $495,000 for a
Performance Period, based on the assumed percentages set forth in Step #2
above, the President and CEO will be eligible for a total award of $89,100
(18% of his or her base salary) if he or she achieves Threshold level
performance of all three Performance Goals, $445,500 (90% of his or her

! These Incentive Award Opportunities represent amounts that each Participant will be awarded if he or
she achieves his or her Performance Goals at varying levels and are calculated at the beginning of each
Performance Period or, if later, the date such Participant commences participation in the Performance Incentive
Plan.
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Step 4.

Step 5.

Performance Incentive Award Methodology

base salary) if he or she achieves Target level performance of all three
Performance Goals, and $891,000 (180% of his or her base salary) if he or
she achieves Maximum level performance of all three Performance Goals.

Because a Participant may achieve different levels of performance in
different Performance Goals and be eligible for different levels of awards
for that achievement (e.g., he or she may achieve Target performance in the
Entity Performance Goal and be eligible to receive a Target award for that
goal and achieve Maximum performance in the Individual Performance
Goal and be eligible to receive a Maximum award for that Performance
Goal), it is necessary to determine the Incentive Award Opportunity of the
Threshold, Target, and Maximum award for each separate Performance
Goal (and, because achievement of the Equity-Entity Performance Goal is
determined in part by achievement of the Total Endowment Assets and in
part by achievement of the Intermediate Term Fund, a Threshold, Target,
and Maximum Incentive Award Opportunity separately for the TEA and
the ITF must be determined). This is done by multiplying the dollar
amount of the Threshold, Target, and Maximum awards for the
performance of all three Performance Goals calculated in Step #3 above for
the Participant by the weight allocated for that Participant to the particular
Performance Goal (and, further, by multiplying the Incentive Award
Opportunity for the Equity-Entity Performance by the weight ascribed to
achievement of the Total Endowment Assets (85%) and by the weight
ascribed to achievement of the Intermediate Term Fund (15%))._The 85%
Entity Performance of the Total Endowment Assets is further divided
between the Peer Group portion weighted at 25% and the TEA benchmark
portion (TEA Policy Portfolio Return) weighted at 75%.

After Steps #3 and #4 above are performed for each of the three levels of
performance for each of the three Performance Goals, there will be +2-15
different Incentive Award Opportunities for each Participant. For example,
for the President and CEO (based on an assumed base salary of $495,000,
the assumed weights for the Performance Goals set forth in Step #1 above,
and the assumed percentages of base salary for the awards set forth in Step
#2 above), the 12—15 different Incentive Award Opportunities for
achievement of the Performance Goals for the Performance Period are as
follows:



Performance Incentive Award Methodology

Incentive Award Opportunities for President and CEO
(based on assumed base salary of $495,000)

Performance Goal

Threshold Level Target Level Maximum Level
Award Award Award

Group)

Asset Class

Entity (TEA v. Peer

$13.25353;:045 | $66.268265,073 | $132.536536;145

$0 $0 $0

Individual

$26,730 $133,650 $267,300

Total

$89,100 $445,500 $891,000
(18% of salary) | (90% of salary) | (180% of salary)

1L Calculate Performance Incentive Award for Each Participant

Step 6.

Step 7.

Step 8.

Identify the achievement percentiles or achieved basis points that divide the
Threshold, Target, and Maximum levels for each Performance Goal.
These divisions for the level of achievement of the Entity and Asset Class
Performance Goals are set forth in the table for the applicable Performance
Period (i.e., Table 2, Table 3, Table 4, or any later table set forth on
Appendix D, as applicable). The measurement for the level of achievement
(i.e., Threshold, Target, or Maximum) for the Individual Performance Goal
is initially determined each Performance Period by the Participant’s
supervisor, if any, and then is approved (or adjusted) by the Compensation
Committee as it deems appropriate in its discretion. If the Participant has
no supervisor, the measurement for the level of achievement for the
Individual Performance Goal is determined each Performance Period by the
Compensation Committee. The Board will determine the President and
CEO’s level of achievement relative to the President and CEO’s
Performance Goals.

Determine the percentile or basis points achieved for each Performance
Goal for each Participant using the standards set forth in Sections 5.5 and
5.8 of the Compensation Program, as modified in-the-ease-ofnew-hires-in
Section 5.9. Determine the level of achievement of each Participant’s
Individual Performance Goal.

Calculate the amount of each Participant’s award attributable to each
Performance Goal by identifying the Incentive Award Opportunity amount
for each Performance Goal (e.g., as assumed and set forth for the President
and CEO in the table in Step #5 above) commensurate with the
Participant’s level of achievement for that Performance Goal (determined
in Steps #6 and #7 above). An award for achievement percentiles in
between the stated Threshold, Target, and Maximum levels is determined
by linear interpolation. ~For example, if the 65th percentile of the Peer
Group portion of Total Endowment Assets portion of the Entity
Performance Goal has been achieved, that percentile is between the Target
(60™ percentile) and the Maximum (75" percentile) levels, so to determine
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Step 9.

Performance Incentive Award Methodology

the amount of the award attributable to the 65" percentile achievement of
the Peer Group portion of the TEA portion of the Entity Performance Goal,
perform the following steps: (i) subtract the difference between the dollar
amounts of the Target and Maximum Incentive Award Opportunities for
the Participant (e.g., for the President and CEO, as illustrated in the table in
Step #5, the difference is $66.268265;672 ($132,536-$66.268530;145-
$265.073)); (ii) divide 5 (the percentile difference between the Target level
of 60" percentile and the attained level of 65" percentile) by 15 (the
percentile difference between the Target level and Maximum level) to get
the fraction 5/15 to determine the pro rata portion of the difference between
Target and Maximum actually achieved; (iii) multiply the amount
determined in the preceding Step (i) by the fraction determined in the
preceding Step (ii) ($66.268265;072 x 5/15 = $22.08988,357); and (iv) add
the amount determined in the preceding Step (iii) to the Target Incentive
Award Opportunity for the Participant to get the actual award for the
Participant attributable to each Performance Goal ($22.0898835+ +
$66,268265;073 = $88,3573535430).

In determining the Asset Class Performance portion of an award for a
Performance Period for each Participant who is responsible for more than
one asset class during that Performance Period, first, the Participant’s
attained level of achievement (i.e., Below Threshold, Threshold, Target, or
Maximum) is determined for each asset class for which such Participant is
responsible by comparing the actual performance to the appropriate
benchmark for the asset class: then, the award is calculated for the
determined level of achievement for each such asset class by multiplying
the award commensurate with the level of achievement by the weight
assiened to the Asset Class Performance Goal for such Participant; then, the
various asset classes for which the Participant is responsible are assigned a
pro rata weight (i.e., the assets in such asset class relative to the total assets
under such Participant’s responsibility); then, each determined award for a
separate asset class is multiplied by the weight for that asset class; and,
finally, the weighted awards are totaled to produce the Participant’s award
attributable to Asset Class Performance.

Step 10. In determining the award attributable to the EntityEquity Performance Goal

(TEA Peer Group at 25% and TEA Policy Portfolio Return at 75%),
achievement of the Total Endowment Assets portion of the Entity
Performance Goal (and the commensurate award) is weighted at 85% _with
14.875% for the TEA Peer Group and 44.625% for the TEA Policy
Portfolio Return (and then both multiplied by the weight assigned to the
Entity Performance Goal for the Participant), and achievement of the
Intermediate Term Fund portion of the Equity-Entity Performance Goal
(and commensurate award) is weighted at 15% (and then multiplied by the
weight assigned to the Entity Performance Goal for the Participant). For
example, assuming a base salary of $495,000, if the President and CEO
achieved the Target level (60th percentile) of the TEA Peer Group portion
of the Total Endowment Assets portion of the Entity Performance Goal,
achieved the Maximum level (+150 bps) of the TEA benchmark portion of
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Performance Incentive Award Methodology

the Total Endowment Assets portion of the Entity Performance Goal, and
achieved the Maximum level (+65 bps) of the Intermediate Term Fund
portion of the Entity Performance Goal, he or she would have earned an
award of $557,43235%;628 for his or her level of achievement of the Equity
Entity Performance Goal as follows: $66.268265;073 for Target level of
achievement of the TEA Peer Group portion of the TEA portion of the
Equity—Entity Performance Goal (25 x .85 x .70 x $445,500); plus
$397.609 for Maximum level of achievement of the TEA benchmark
portion of the TEA portion of Entity Performance Goal (.75 x .85 x .70 X
$891,000) plus $93,555 for Maximum level of achievement of the ITF
portion of the Equity-Entity Performance Goal (.15 x .70 x $891,000).

Step $011.  No award is given for an achievement percentile below Threshold,

and no award above the Maximum award is given for an achievement
percentile above the Maximum level.

Step ++12.  Subject to any applicable adjustment in Step #12-13 below, add the

awards determined in Steps #8, #9, and #9-10 above for each Performance
Goal (as modified by Step #1011) together to determine the total amount of
the Participant’s Performance Incentive Award for the Performance Period.

Step 4213.  In the case of any Participant who becomes a Participant in the

Performance Incentive Plan after the first day of the applicable
Performance Period, such Participant’s Performance Incentive Award
(determined in Step #H-12) will be prorated to reflect the actual portion of
the Performance Period in which he or she was a Participant. In the case of
a Participant who ceases to be a Participant prior to the end of a
Performance Period, his or her entitlement to any Performance Incentive
Award is determined under Section 5.10 and, in the case of such
entitlement, such Participant’s Performance Incentive Award, if any, will
be prorated and adjusted as provided in Section 5.10.



Appendix B
UTIMCO Peer Group
Boston College
Brown University
California Institute of
Technology

Case Western Reserve
University

Columbia University
Cornell University
Dartmouth College
Duke University
Emory University
Grinnell College

Indiana University and
Foundation

Johns Hopkins University

Massachusetts Institute of
Technology

New York University
Northwestern University

Ohio State University and
Foundation

Pennsylvania State
University

Pomona College
Princeton University
Purdue University
Rice University
Stanford University

B-1

Swarthmore College
The Rockefeller University

The Texas A&M University
System and Foundations

UNC at Chapel Hill and
Foundations

University of California
University of Chicago

University of Illinois and
Foundation

University of Michigan

University of Minnesota and
Foundation

University of Notre Dame
University of Pennsylvania
University of Pittsburgh
University of Richmond
University of Rochester

University of Southern
California

University of Virginia
University of Washington
Vanderbilt University
Washington University
Wellesley College
Williams College
Yeshiva University

Source: Cambridge Associates. Represents University endowments (excluding Harvard, Yale, and
Total Endowment Assets) with total assets in excess of $1 billion as of each fiscal year end June
2004, 2005, 2006.
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Eligible Positions
Weightings
Incentive Award Opportunities for each Eligible Position
(for each Performance Period)
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TABLE 1 (2005/2006 Performance Period)

Weighting
Asset Incentive Award Opportunity (% of Salary)
Eligible Position Entity Class Individual < Threshold Thresheld Target Maximum
Investment Professionals
President, CEO & CIO 0% 0% 30% 0% 18% 90% 180%
Deputy CIO & MD of Marketable Alt. Invest. 40% 40% 20% 0% 13% 65% 130%
Risk Manager 70% 0% 30% 0% 12% 60% 120%
MD, Public Markets Invest. 20% 60% 20% 0% 12% 60% 120%
MD, Inflation Hedging Assets 20% 60% 20% 0% 12% 60% 120%
Co-MD, Non-Marketable Alt Inv (n=2) 30% 50% 20% 0% 12% 60% 120%
Manager of Operating Fund Investments 20% 60% 20% 0% 10% 50% 100%
Portfolio Manager, Equity Invest. 20% 60% 20% 0% 10% 50% 100%
Sr. Portfolio Mgr., Fixed Income Invest. 20% 60% 20% 0% 10% 50% 100%
Portfolio Manager, Fixed Income Invest. 20% 60% 20% 0% 10% 50% 100%
Analytical Support-Investment 20% 60% 20% 0% 5% 25% 50%
Analytical Support-Risk Management 70% 0% 30% 0% 5% 25% 50%
Operations/Support Profe I
MD, Accounting, Finance & Admin. 20% 0% 80% 0% 10% 50% 100%
MD, Information Technology 20% 0% 80% 0% 10% 50% 100%
Manager, Finance & Administration 20% 0% 80% 0% 5% 25% 50%
Manager, Investment Reporting 20% 0% 80% 0% 5% 25% 50%
Manager, Portfolio Accounting & Ops. 20% 0% 80% 0% 5% 25% 50%

UPDATED TABLE 1 (For the Performance Periods beginning after June 30, 2006)

Weighting

Asset Incentive Award Opportunity (% of Salary)

Eligible Peosition Entity Class Individual < Threshold Threshold Target Maximum
Investment Professionals
President, CEO & CIO 70% 0% 30% 0% 20% 100% 200%
Deputy CIO & MD of Marketable Alt. Invest. 40% 40% 20% 0% 18% 90% 190%
Risk Manager 0% 0% 30% 0% 18% 90% 190%
MD, Public Markets Invest. 20% 60% 20% 0% 18% 90% 190%
MD, Inflation Hedging Assets 20% 60% 20% 0% 18% 90% 190%
MD, Non-Marketable Alt Inv 30% 50% 20% 0% 18% 90% 190%
Sr. Portfolio Mgr., Fixed Income Invest. 20% 60% 20% 0% 10% 50% 140%
Portfolio Manager, Fixed Income Invest. 20% 60% 20% 0% 10% 50% 140%
Director, Public Markets 20% 60% 20% 0% 8% 40% 80%
Director, Marketable Alternative 20% 60% 20% 0% 8% 40% 80%
Director, Inflation Hedging Assets 20% 60% 20% 0% 8% 40% 30%
Director, Non-Marketable Alternative 20% 60% 20% 0% 8% 40% 80%
Director, Risk Management 70% 0% 30% 0% 8% 40% 80%
Associate, Public Markets 20% 60% 20% 0% 6% 30% 70%
Associate, Marketable Alternative 20% 60% 20% 0% 6% 30% 70%
Associate, Inflation Hedging Assets 20% 60% 20% 0% 6% 30% 70%
Associate, Non-Marketable Alternative 20% 20% 60% 0% 6% 30% 70%
Associate, Risk Management 70% 0% 30% 0% 6% 30% 70%
Analyst, Public Markets 20% 60% 20% 0% 6% 30% 50%
Analyst, Marketable Alternative 20% 60% 20% 0% 6% 30% 50%
Analyst, Inflation Hedging Assets 20% 60% 20% 0% 6% 30% 50%
Analyst, Non-Marketable Alternative 20% 20% 60% 0% 6% 30% 50%
Analyst, Risk Management 70% 0% 30% 0% 6% 30% 50%
Operations/Support Professionals

MD, Accounting, Finance & Admin. 20% 0% 80% 0% 10% 50% 140%
MD, Information Technology 20% 0% 80% 0% 10% 50% 140%
Manager, Finance & Administration 20% 0% 80% 0% 8% 40% 80%
Manager, Investment Reporting 20% 0% 80% 0% 8% 40% 80%
Manager, Portfolio Accounting & Ops. 20% 0% 80% 0% 8% 40% 80%
Manager, Client Services 20% 0% 80% 0% 8% 40% 80%




Appendix D

Benchmarks for Asset Class

Threshold, Target, and Maximum Performance Standards
(for Performance Periods beginning on or after July 1, 2006)

Performance Standards for Intermediate Term Fund
(for Performance Periods beginning on or after July 1, 2006)
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UPDATED TABLE 4 (7/1/06 through 6/30/07)

Policy Portfolio Weights

Performance Standards

Total Endowment ITF
Assets
Asset Class Benchmark (% of Portfolio) (% of Portfolio) Threshold Target Maximum
Entity: Peer Group (Total Endowment Funds)  Peer group (Endowments w/>$1 B assets) n/a n/a 40th %ile  6Oth %ile  75th %ile
Entity: Benchmark (Intermediate Term Fund)  Policy Portfolio nfa n/a +0bps +32.5bps +G65 bps
US Public Equity Russell 3000 Index 20% 15% +0 bps +31bps  +62 bps
Non-US Developed Equity MSCI EAFE Index with net dividends 10% 5% +0bps +37.5bps +75bps
Emerging Markets Equity MSCI Emerging Markets Index with net 7% 5% +0 bps +75bps  +150 bps
dividends
Directional Hedge Funds MSCI Investable Hedge Fund Index 10% 12.5% +0 bps +65bps  +130 bps
Absolute Return Hedge Funds MSCI Investable Hedge Fund Index 15% 12.5% +0 bps +50bps  +100 bps
Private Equity Custom Benchmark Created from Venture 11% o +0bps +103.5bps +207 bps
Economics Database 0%
Venture Capital Custom Benchmark Created from Venture 4% +0bps  +103.5bps +207 bps
Economics Database 0%
REITS Dow Jones Wilshire Real Estate 5% 10% +0bps +37.5bps +75bps
Securities Index ?
Commodities Combination index: 66.7% Goldman 3% 5% +0bps +17.5bps +35bps
Sachs Commodity Index minus .5% plus
33,3% DJ-AIG Commodity Index
TIPS Lehman Brothers US TIPS Index 5% 10% +0bps  +2.5bps  +5bps
Fixed Income Lehman Brothers Aggregate Bond Index 10% 25% +0bps  +12.5bps +25bps
Cash 90 day t-bills 0% 0% +0 bps +0 bps +0 bps
UPDATED TABLE 4 (7/1/07 through 6/30/08)
Policy Portfolio Weights Performance Standards
Total Endowment 'TF
Assets
Asset Class Benchmark (% of Portfolio) (% of Portfolio) Threshold Target Maximum
Entity: Peer Group {Total Endowment Funds) Peer group {Endowments w/>31 B assets) nfa n/a 40th %ile  60th %ile  75th %ile
Entity: Benchmark (Total Endowment Funds) Policy Portfolio nfa n/a +0bps  +100bps +150 bps
Entity: Benchmark (Intermediate Term Fund) Policy Portfolio nfa n/a +0bps  +325bps  +65 bps
US Public Equity Russell 3000 Index 20% 15% +0 bps +31bps  +62 bps
Non-US Developed Equity MSCI EAFE Index with net dividends 10% 5% +0bps  +37.5bps +75 bps
Emerging Markets Equity MSC! Emerging Markets Index with net 7% 5% +0 bps +75bps  +150 bps
dividends
Directional Hedge Funds MSCI Investable Hedge Fund Index 10% 12.5% +0 bps +65bps  +130bps
Absolute Return Hedge Funds MSCI Investable Hedge Fund Index I5% 12.5% +0 bps +50bps  +100 bps
Private Equity Custom Benchmark Created from Venture 11% . +0bps  +103.5 bps +207 bps
Economics Database 0%
Venture Capital Custom Benchmark Created from Venture 4% +0bps  +103.5 bps +207 bps
Economics Database 0%
REITS Dow Jones Wilshire Real Estate 5% 10% +0bps  +37.5bps +75 bps
Securities Index )
Commaodities Combination index: 66.7% Goldman 3% 5% +0bps  +17.5bps  +35 bps
Sachs Commodity Index minus .5% plus
33.3% DI-AIG Commodity Index
TIPS Lehman Brothers US TIPS Index 5% 10% +0 bps +25bps  +5bps
Fixed Income Lehman Brothers Aggregate Bond Index 10% 25% +0bps  +12.5bps +25bps
Internal Credit Credit Related Composite Index 0% 0% +0bps  +125bps  +25 bps
Cash 90 day t-bills 0% 0% +0 bps +0 bps +0 bps
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Agenda ltem
UTIMCO Board of Directors Meeting
September 21, 2007

Report from Compensation Committee: (1) discussion and consideration of Eligible
Positions, Weightings and Incentive Award Opportunities for each Eligible Position
of the UTIMCO Compensation Program for the 2007/2008 performance period; (2)
designation of employees in Eligible Positions as participants in the UTIMCO
Compensation Program for the 2007/2008 performance period; (3) consideration of
personnel performance goals for the participants of the UTIMCO Compensation
Program; and (4) discussion and review of Request for Proposal for Compensation
Consultant

Zimmerman, Moeller, Gonzalez
Ferguson
Action item; Action required by UTIMCO Board

The Compensation Committee (the “Committee”) will, report on the following items
to be discussed at its meeting on September 18, 2007:

1. The Committee will review and designate the Eligible Positions, as defined
in Section 5.3 of the UTIMCO Compensation Program (Plan), weightings of
Performance Goals (entity, asset class, and individual), and the incentive
award opportunities for each performance period as set forth in Table 1 of
Appendix C of the Plan. The Committee and UTIMCO Board consider and
approve each of these items on an annual basis within the first 90 days of
the performance period;

o Eligible Positions include senior management, investment staff, and
other key positions as designated by the President and CEO and
approved by the UTIMCO Board. An employment position that is
an Eligible Position in one performance period is not automatically
an Eligible Position in any subsequent performance period.
Similarly, an employee eligible to participate in one performance
period is not automatically eligible to participate in any subsequent
Performance Period. The UTIMCO Board in its discretion may also
designate the employment position of a newly hired or promoted
employee as an Eligible Position.

o Weightings of the Performance Goals, as described in Section 5.4
of the Plan, are assigned based on three categories: entity
performance, asset class performance, and individual performance.
Each Performance Goal for each Eligible Position is assigned a
weight for the performance period. For each performance period,
the Committee will approve or adjust as it deems appropriate the
weighting for a Performance Goal.



Recommendation:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
September 21, 2007

o At the beginning of each performance period, each position is
assigned an incentive award opportunity for each Performance Goal
for the Participants in that Eligible Position. Section 5.5 of the Plan
describes the incentive award opportunity.

2. The Committee will designate and recommend to the UTIMCO Board the
employees in Eligible Positions as participants in the UTIMCO
Compensation Program for the 2007/2008 performance period;

3. The Committee will review and approve the Participants’ performance goals
for each 2007/2008 participant. There are three categories of performance
goals: (1) entity performance, asset class performance, and individual
performance.

4. The Committee will review the Request for Proposal for the Compensation
Consultant.

The Committee will request appropriate action from the Board related to (1) Table 1,
setting forth the Eligible Positions, weightings of Performance Goals (entity, asset
class, and individual), and the incentive award opportunities; (2) the designation of
the employees in Eligible Positions as participants in the Plan for the 2007/2008
performance period; and (3) entity performance goals and asset class performance
goals.

Staff did not propose to the Committee any changes to the Incentive Award
Opportunities for the Eligible Positions that were in place for the performance period
ending June 30, 2007. Staff did request changes to the weights for each of the
Eligible Positions related to Risk Management. The Eligible Positions of Risk
Manager, Director, Associate, and Analyst in the Risk Management area have been
changed from 70% entity to 30% entity and from 30% individual to 70% individual.
Staff is also requesting that two Eligible Positions be added for the performance
period beginning July 1, 2007. These two positions are the in-house General
Counsel and the Chief Compliance Officer. Finally, staff proposed the removal of
Manager, Client Services as an Eligible Position since the position is no longer a
budgeted staff position. Table 1 is attached as Exhibit 1.

The UTIMCO employees that are currently holding the Eligible Positions are set
forth in Exhibit 2. If an employee has been recently promoted, he or she will be
designated based on the promoted position. Bruce Zimmerman is not designated as
a participant in the Plan for 2007/08 because his performance incentive award is
outlined in his employment letter.

The individual performance goals for 2007/2008 were given to the CEO and
President by the eligible participants in August 2007 for his review. Individual goals
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Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
September 21, 2007

may be established in one or more of the following areas: leadership,
implementation of operational goals, management of key strategic projects, and
effective utilization of human and financial resources. The individual performance
goals are approved by the Committee except for those of the President and CEO.
The President and CEQO'’s are recommended by the Committee to the Board.

The entity and asset class performance goals are included in the Plan in Table 4 of
Appendix D of the Plan. Other than the entity portion of the Total Endowment
Assets and the internal credit benchmark as discussed in the proposed amendment
and restatement of the Plan, the current asset class, benchmark, policy portfolio
weights, and performance standards have not been changed.

Table 1, Eligible Positions, Weights and Incentive Award Opportunities (Exhibit 1);
Designation of Employees as Plan Participants (Exhibit 2); Table 4, Performance
Goals for Participants for the 2007/2008 Performance Period (Exhibit 3)



BD RESOLUTION #1

RESOLUTION RELATED TO ELIGIBLE POSITIONS, WEIGHTINGS OF
PERFORMANCE GOALS, AND INCENTIVE AWARD OPPORTUNITIES

WHEREAS, Section 5.3(a) of the UTIMCO Compensation Program (the *Plan’)
provides that Eligible Positions for a Performance Period include certain
employment positions as designated by the President and CEO and approved by
the Board of Directors of UTIMCO (the “UTIMCO Board") each Performance Period;
and

WHEREAS, Section 5.4(d) of the Plan provides that, subject to the approval of the
UTIMCO Board, the Compensation Committee will approve (or adjust as it deems
appropriate) the weightings of the Performance Goals (entity, asset class, and
individual) for each Participant (other than for the President/CEO) for each
Performance Period; and

WHEREAS, Section 5.5(a) of the Plan provides that, subject to the approval of the
UTIMCO Board, the Committee will determine the incentive award opportunity for
each Performance Goal for each Participant in an Eligible Position; and

WHEREAS, the Committee has reviewed and approves the Eligible Positions,
weightings of the Performance Goals, and the incentive award opportunities for
each Eligible Position for the 2007/2008 Performance Period as set forth in Table 1
on Exhibit 1 attached hereto; and

WHEREAS, the UTIMCO Board has reviewed and wishes to approve the Eligible
Positions, weightings of the Performance Goals, and the incentive award
opportunities for each Eligible Position for the 2007/2008 Performance Period as set
forth in Table 1 on Exhibit 1 attached hereto

NOW, THEREFORE, be it:

RESOLVED, that the UTIMCO Board approves the Eligible Positions, weightings of
Performance Goals, and incentive award opportunities for each Eligible Position for
the 2007/2008 Performance Period be approved as set forth in Table 1 on Exhibit 1
attached hereto effective as of July 1, 2007.




Eligible Positions, Weights, and Incentive Award Opportunities for each Eligible Positions

Exhibit 1

Table 1

(for the Performance Periods Beginning After June 30, 2007)

Resolution #1

Weighting

Asset Incentive Award Opportunity (% of Salary)

Eligible Position Entity Class Individual  <Threshold Threshold Target Maximum
Investment Professionals
President, CEO & CIO 70% 0% 30% 0% 20% 100% 200%
Deputy CI0 & MD of Marketable Alt. Invest. 40% 40% 20% 0% 18% 90% 190%
Risk Manager 70%30% 0% 30%70% 0% 18% 90% 190%
MD, Public Markets Invest. 20% 60% 20% 0% 18% 90% 190%
MD, Inflation Hedging Assets 20% 60% 20% 0% 18% 90% 190%
MD, Private Markets 30% 50% 20% 0% 18% 90% 190%
Sr. Portfolio Mgr., Fixed Income Invest. 20% 60% 20% 0% 10% 50% 140%
Portfolio Manager, Fixed Income Invest. 20% 60% 20% 0% 10% 50% 140%
Director, Public Markets 20% 60% 20% 0% 8% 40% 30%
Director, Marketable Alternative 20% 60% 20% 0% 8% 40% 80%
Director, Inflation Hedging Assets 20% 60% 20% 0% 3% 40% 80%
Director, Private Markets 20% 60% 20% 0% 8% 40% 80%
Director, Risk Management 70%30% 0% 30%70% 0% 8% 40% 80%
Associate, Public Markets 20% 60% 20% 0% 6% 30% 70%
Associate, Marketable Alternative 20% 60% 20% 0% 6% 30% 70%
Associate, Inflation Hedging Assets 20% 60% 20% 0% 6% 30% 70%
Associate, Private Markets 20% 20% 60% 0% 6% 30% 70%
Associate, Risk Management J0%30% 0% 30%70% 0% 6% 30% 70%
Analyst, Public Markets 20% 60% 20% 0% 6% 30% 50%
Analyst, Marketable Alternative 20% 60% 20% 0% 6% 30% 50%
Analyst, Inflation Hedging Assets 20% 60% 20% 0% 6% 30% 50%
Analyst, Private Markets 20% 20% 60% 0% 6% 30% 50%
Analyst, Risk Management 76%30% 0% 30%70% 0% 6% 30% 50%
Operations/Support Professionals

MD, Accounting, Finance & Admin. 20% 0% 80% 0% 10% 50% 140%
MD, Information Technology 20% 0% 80% 0% 10% 50% 140%
Manager, Finance & Administration 20% 0% 80% 0% 8% 40% 80%
Manager, Investment Reporting 20% 0% 80% 0% 8% 40% 80%
Manager, Portfolio Accounting & Ops. 20% 0% 80% 0% 8% 40% 80%
General Counsel 0% 0% 100% 0% 8% 40% 80%
Chief Compliance Officer 0% 0% 100% 0% 8% 40% 80%
Manager-Client-Services 20% 0% 0% 0% % 40% 36%




BD RESOLUTION #2

BOARD RESOLUTION RELATED TO
2007/2008 ELIGIBLE POSITIONS FOR AND PARTICIPANTS IN
PERFORMANCE INCENTIVE PLAN

WHEREAS, Section 5.3(a) of the UTIMCO Compensation Program (the “Plan”) provides
that, in order to become a “Participant” in the Plan for a Performance Period, a UTIMCO
employee must be (1) employed in a position designated by the Board of Directors of
UTIMCO (the “Board”) as an “Eligible Position” for that Performance Period and (2) selected
by the Board as a Participant for that Performance Period; and

WHEREAS, the Compensation Committee of the Board has recommended the “Eligible
Positions” and individuals who may become Participants for the 2007/2008 Performance
Period set forth on Exhibit 1 attached hereto; and

WHEREAS, the UTIMCO Board has reviewed Exhibit 2 and wishes to designate the
“Eligible Positions” and select the individuals who may become Participants for the
2007/2008 Performance Period;

NOW, THEREFORE, be it:

RESOLVED, that the Eligible Positions and the individuals set forth on Exhibit 2 attached
hereto are hereby designated as “Eligible Positions” for and “Participants” in the Plan for the
2007/2008 Performance Period, effective as of July 1, 2007, except as any other date is
specified for any such Eligible Position or Participant on such Exhibit 2.




Resolution #2

A Exhibit 2
Designation of Plan Participants in Eligible Positions
in the 2007/2008 Performance Period

ELIGIBLE POSITION PARTICIPANTS

Investment Professionals

SR MD, Marketable Alternative Investments and Deputy CIO Cathy lberg

MD, Private Markets Lindel Eakman
Sr. Portfolio Mgr., Fixed Income Invest. Russ Kampfe
Portfolio Manager, Fixed Income invest. Harland Doak
Director, Private Markets Mark Shoberg
Director, Risk Management Uz Yoeli
Director, Marketable Alternative Ryan Ruebsahm
Associate, Public Markets Laura Patrick
Associate, Public Markets Mark Newcomb
Associate, Marketable Alternative Couriney Powers*
Associate, Private Markets Scott Bigham
Associate, Private Markets Zac McCarroll
Associate, Risk Management Kathleen Wagner
Analyst, Marketable Alternative Eric Dooley
Analyst, Marketable Alternative Aman Jain

Operations/Support Professionals

MD, Accotnting, Finance & Admin. Joan Moeller
MD, Information Technology Bill Edwards
Manager, Finance & Administration Melynda Carter
Manager, Investment Reporting Gary Hill
Manager, Portfolio Accounting & Ops. Debbie Childers
General Counsel Cissie Gonzalez

Participants are eligible as of July 1, 2007 unless otherwise notated

*gligible August 20, 2007



BD RESOLUTION #3

RESOLUTION RELATED TO 2007/2008 PERFORMANCE GOALS FOR
PERFORMANCE INCENTIVE PLAN

WHEREAS, Section 5.4(a) of the UTIMCO Compensation Program (the “Plan”) provides
that the Compensation Committee (the “Committee”) of the Board of Directors of UTIMCO
will approve the Performance Goals for each Participant (other than for the President/CEO)
for each Performance Period; and

WHEREAS, the Committee has reviewed and recommended the proposed Performance
Goals for the Participants for the 2007/2008 Performance Period set forth on Exhibit 3
attached hereto (for their Entity and Asset Class Performance Goals); and

WHEREAS, the Board has reviewed Exhibit 3 and wishes to approve the Performance
Goals for the Participants for the 2007/2008 Performance Period set forth on Exhibit 3
attached hereto (for their Entity and Asset Class Performance Goals);

NOW, THEREFORE, be it:

RESOLVED, that the Performance Goals for each Participant for the 2007/2008
Performance Period as set forth on Exhibit 3 attached hereto (for his or her Entity and Asset
Class Performance Goals) are hereby approved, effective as of July 1, 2007.
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Agenda ltem:

Developed By:
Presented By:
Type of ltem:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
September 21, 2007

Discussion and consideration of CEQ’s Recommendation regarding staff title
changes

Zimmerman
Zimmerman
Action item

Mr. Zimmerman will bring forth to the UTIMCO Board a recommendation to
consider and approve staff title changes for certain employees.

Mr. Zimmerman will discuss the reasons for his recommendation regarding staff
title changes.

Mr. Zimmerman recommends that the Board approve staff title changes in the
form proposed.

None



TAB 9



Agenda Item:

Developed By:

Presented By:

Type of ltem:

Description:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
September 21, 2007

Discussion and Consideration of Report from Audit and Ethics Committee
Zimmerman, Gonzalez, Moeller
Nye

Action item related to Audit Charter of the Audit and Ethics Committee; information
item on other items

An Audit and Ethics Committee (‘Committee”) meeting will be held on September
20, 2007. The Committee’s agenda includes the following: (1) review of unaudited
financial statements for the nine months ended May 31, 2007 for the Funds and the
Corporation; (2) a report by UT System Internal Audit Office related to reports issued
and discussion of audit plan and fee for fiscal year 2008 (3) report by external
auditor on plan of 2007 audits (4) discussion and consideration of Audit Charter of
the Audit and Ethics Committee (5) annual review of the Code of Ethics and (6)
review of other compliance, reporting, and audit issues.

The Committee will review suggested changes to the Audit Charter of the Audit and
Ethics Committee. Most of the requested changes relate to the Committee’s
oversight role of the chief compliance officer. Other requested changes are as
follows:

e Page 1; added language related to monitoring Chief Compliance Officer as part
of the Committee's purpose in assisting the Board and that the Committee is
responsible for maintaining free and open communications as well as an
effective working relationship with the Chief Compliance Officer.

o Page 2; clarified that the composition of the Committee may be composed of
three or more members of the UTIMCO Board.

e Page 6; changed requirement of annual review of the Code of Ethics to a
periodic review and incorporated requirement in the Charter of the Policy
Committee that the Policy Committee must also review the Code of Ethics.

e Page 7; changed the requirement to review of the Corporation's compliance
process to periodically instead of annually;

e Page 9; changed the requirement to review Audit Charter from annually to
periodically.

e  Other minor editorial changes

The Committee will also review the Code of Ethics and the proposed amendments
by the Staff. The Staff did not request any action to be taken on the Code of Ethics.
Tom Wagner, Deloitte and Touche engagement partner, will be introduced to the
Committee and he will give a report on the progress and plan for the 2007 audits.
UT System Office of Internal Audit will present to the Committee their 2008 internal
audit plan, 2007 activities, and their audit of the internal controls of the Intermediate
Term Fund.



Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
September 21, 2007

Routine activities of the Committee include reviewing the unaudited financial
statements for the nine month period for the Funds and the UTIMCO Corporation,
and the quarterly compliance reports.

Committee will request appropriate action related to the Audit Charter of the Audit
and Ethics Committee

Audit Charter of the Audit and Ethics Committee



RESOLUTION RELATED TO AUDIT CHARTER OF THE AUDIT AND
ETHICS COMMITTEE

RESOLVED, that amendments to the Audit Charter of the Audit and
Ethics Committee be, and are hereby, approved in the form submitted to
the Corporation’s Board of Directors.




UTIMCO

AUDIT CHARTER
OF THE
AUDIT AND ETHICS COMMITTEE

Background

The Board of Directors (the “Board”) of UTIMCO (the “Corporation™)
established an Audit and Ethics Committee (the “Committee”) on
February 22, 1996. On July 15,1996 the Board adopted certain resolutions
regarding, among other things, the Corporation’s Audit and Ethics Committee
Mandate (the “Mandate”). The Mandate was superceded by this Audit Charter.

Purpose

The primary purpose of the Committee is to assist the Board in monitoring the
ethics programs and the audit, financial and compliance functions of the
Corporation and the investment funds managed on behalf of The University of
Texas System Board of Regents (the “UT Board”) to assure the balance,
transparency and integrity of published financial information. Specifically, the
Committee is to assist the Board in monitoring:

° the integrity of the financial reporting process, the system of internal
controls, the audit process, and the process for monitoring compliance
with laws and regulations;

° the independence and performance of the Chief Compliance Officer:;

° the independence and performance of the Corporation’s independent
auditors;

o the independence and performance of the independent auditors selected by
the UT Board to audit the investment funds managed by UTIMCO on their
behalf,

. internal audit functions performed by the U-T System Audit Office;

° the Corporation's audit policies, ethics programs, and adherence to
regulatory requirements; and

° the Corporation's enterprise risk management.

The Committee is responsible for maintaining free and open communication as
well as effective working relationships among the Committee members, the Chief
Compliance Officer, independent external auditors, UT System’s internal




Scope

auditors, and management of the Corporation. To perform his or her role
effectively, each committee member will need to develop and maintain his or her
skills and knowledge, including an understanding of the Committee’s
responsibilities and of the Corporation’s activities, operations and risks.

The Committee will take all appropriate actions to set the overall tone at the
Corporation for quality financial reporting, sound risk practices, and ethical
behavior.

This Audit Charter sets forth the Committee’s monitoring responsibilities with
respect to the Corporation and the investment funds subject-to the Investment
Management Services Agreement by and between the UT Board and the
Corporation effective March 1, 1996, and any subsequent amendments or
restatements. As such, the role and purpose of the Committee includes monitoring
the functions and processes for both the Corporation and the investment assets
managed on behalf of the UT Board.

Composition

The Committee shall be composed of at least three members of the Board; such
members to be appointed from time to time by a majority of the Board and
approved by the U-T Board as required by Section 66.08 (c)(3) of the Texas
Education Code. Members of the Committee must meet the independence and
financial literacy requirements as defined below. A member may be removed
with or without cause at any time by a vote of a majority of the Board.

Independence Requirements

The Board shall determine that all members of the Committee are independent. A
person is “independent” who has no relationship with the Corporation which
would interfere with his or her exercise of independence from management. In
addition, Committee members would not be “independent” if during the three
years prior to their appointment or at any time during their service on the
Committee, they accepted, directly or indirectly, any consulting, advisory, or
other compensatory fee from the Corporation apart from travel and expense
reimbursements they may receive as members of the Board and its Committees.

Financial Literacy

The Board, based on its business judgment, shall determine that each member of
the Committee is financially literate.

Financial Management Expertise



The Board, based on its business judgment, shall determine that at least one
member of the Committee is a “financial expert.” A financial expert possesses
the following attributes:

e an understanding of generally accepted accounting principles (GAAP) and
financial statements;

e an ability to assess the application of these-prineiplesGAAP in connection
with accounting for estimates, accruals and reserves;

e an understanding of audit committee functions;

o experience preparing, auditing, analyzing or evaluating financial
statements, or experience actively supervising persons engaged in such
activities; and

e an understanding of internal controls and procedures for financial
reporting.

Meetings; Quorum; Etc.

The Corporation's Bylaws state that any committee created by the Board shall (i)
have a chairman designated by the Board, (ii) fix its own rules or procedures, (iii)
meet at such times and at such place or places as may be provided by such rules
or by resolution of such committee or resolution of the Board, and (iv) keep
regular minutes of its meetings and cause such minutes to be recorded in books
kept for that purpose in the principal office of the Corporation, and report the
same to the Board at its next succeeding meeting. At every meeting of any such
committee, the presence of a majority of all the members thereof shall constitute a
quorum, and the affirmative vote of a majority of the members present shall be
necessary for the adoption by it of any action, unless otherwise expressly
provided in the committee's rules or procedures or the Bylaws of the Corporation
or by the Board. The Board may designate one or more Directors as alternate
members of any committee, who may replace any absent or disqualified member
of such committee. In the absence or disqualification of a member of a
committee, the member or members present at any meeting of the committee and
not disqualified from voting, whether or not constituting a quorum, may
unanimously appoint the designated alternate Director to act at the meeting in the
place of the absent or disqualified member.

Functions, Duties and Responsibilities

Review Financial Statements for Quality Considerations

——The Committee has the following duties and responsibilities with respect to
the financial statements of the Corporation and the investment funds managed on
behalf of the UT Board:



review the annual audited financial statements with management and the
independent auditor, including significant issues regarding adequacy of
internal controls and accounting principles and practices;

review an analysis prepared by management and the independent auditor
of significant financial reporting issues and judgments made in connection
with the preparation of the financial statements;

discuss with the independent auditor the matters required to be discussed
by Statement on Auditing Standards No. 61, as amended, relating to the
conduct of an audit; and

receive and review periodic reports from the independent auditor
regarding the auditor’s independence and discuss such reports with the
auditor.

Monitor Management’s Handling of Internal Controls

—The Committee has the following duties and responsibilities with respect to its
monitoring of the integrity of the financial reporting process and internal controls
of the Corporation and the investment funds managed on behalf of the UT Board:

review with the independent auditor any problems or difficulties the
auditor may have encountered during its audit and any management letter
provided by the auditor and the Corporation’s response to that letter, such
review to include:

° any restrictions on the scope of activities or access to required
information; and

° any changes required in the planned scope of the audit;

obtain reports from management, the independent auditor and UT System
internal auditor with respect to the Corporation’s policies and procedures
regarding compliance with applicable laws and regulations;

meet at least annually with the independent auditor and the senior
personnel of the UT System Audit Office without management
participation;

meet periodically with management to review the major financial risk
exposures and the steps management has taken to monitor and control
such exposures;



° review significant changes to internal controls and accounting principles
and practices as suggested by the independent auditor, internal auditors or
management;

° review the significant reports to management prepared by the U-T System
Audit Office and management’s responses; and

° review with the Corporation’s legal counsel or other appropriate persons
legal matters that may have a material impact on the financial statements,
the Corporation’s compliance policies and any material reports or
inquiries received from regulators or governmental agencies.

Manage the Relationship with the External Auditors:

—The external auditors for the Permanent University Fund are selected by the
UT Board. These auditors have a dual reporting responsibility, reporting to both
the Audit, Compliance, and Management Review Committee of the UT Board
and to the Committee. The external auditors for the Corporation are selected by,
and report to, the Board. By agreement between the UT Board and the Board, the
external auditors for the other investment funds managed by the Corporation on
behalf of the UT Board will be selected by the UT Board and will have a dual
reporting responsibility, reporting to both the Audit, Compliance, and
Management Review Committee of the UT Board and to the Committee. The
Committee may approve additional audit and non-audit services provided by the
external auditor related to the Corporation and investment funds as long as the
work does not impair auditor independence.

The Committee has the following specific duties and responsibilities with respect
to the Corporation’s independent auditors:

e recommend to the Board the appointment of the independent auditor,
which firm is ultimately accountable to the Committee and the Board.

o approve the fee arrangement of the independent auditor;

° after interviewing members of the Corporation's staff, evaluate together
with the Board the performance of the independent auditor and, if so
determined by the Committee, recommend that the Board replace the
independent auditor; and

° if determined by the Committee to be necessary or advisable, recommend
that the Board take appropriate action to satisfy itself of the independence
of the auditor.

Auditor Independence



In connection with the selection of external auditors, the Committee shall
determine that:

the public accounting firm engaged to perform the annual audit does not
provide non-audit services contemporaneously with the audit;

the lead audit partner and reviewing partner rotate off of the audit every 5
years, unless the Committee adopts a resolution affirmatively determining
that such rotation is not required; and

the CEO, Controller, CFO, Chief Accounting Officer, or person in an
equivalent position shall not have been employed by the public accounting
firm during the 1 year period proceeding the audit.

Work with the Internal Audit Function

The Corporation utilizes the UT System Internal Audit Department to perform
internal audit functions hereunder with respect to the Corporation and investment
funds and report directly to the Committee. The Committee has the following
duties and responsibilities with respect to internal audit:

review the independence, qualifications, activities, resources and structure
of the internal audit function;

review significant findings and recommendations made by the internal
auditor and management’s response and proposed implementation plan;

review the proposed internal audit plan for the coming year to determine
that it addresses key areas of risk and that there is appropriate coordination
with the external auditor;

review completed internal audits and the status of management’s
implementing related recommendations; and

receive a progress report on the internal audit plan with explanations for
any deviations from the original plan.

Monitor Ethics Program

The Committee is responsible for overseeing codes of conduct/conflicts of interest
and a system of addressing complaints. The Committee has the following duties
and responsibilities in monitoring the ethics program:



° periodically review the Code of Ethics policy of the Corporation annually
and recommend any proposed changes to the Policy Committee for
concurrence and submission to the Board for approval;

° annvally—periodically evaluate and review the Corporation’s compliance
process;

° follow the UT System compliance guideline as outlined in the Action Plan
to Enhance Institutional Compliance; and

° review procedures for the receipt, retention and treatment of complaints
about accounting, internal accounting controls or auditing matters.

Oversee Regulatory Compliance

The Committee is responsible for overseeing the effectiveness of the system for
assuring compliance with laws and regulations and has the following duties and
responsibilities:

° review the effectiveness of the system for monitoring compliance with
laws and regulations and the results of management’s investigation and
follow-up of any fraudulent acts or non-compliance;

° obtain regular updates from management, the Chief Compliance Officer,
and the Corporation’s legal counsel regarding compliance matters that
may have a material impact on the Corporation’s and investment funds’
financial statements or compliance policies;

° obtain regular updates from management and the Chief Compliance
Officer regarding their consideration of all regulatory compliance matters
in connection with the preparation of the financial statements; and

° review the findings of any examinations by regulatory agencies.
Oversee the Corporation’s Enterprise Risk Management-

Without limiting any of the foregoing, the Committee, along with management
and other personnel, as directed by the UTIMCO Board, is responsible for the
Corporation’s enterprise risk management. Enterprise risk management assists
management in achieving the Corporation’s performance goals and prevents loss
of resources; helps ensure effective reporting and compliance with laws and
regulations; and helps avoid damage to the Corporation’s reputation and
associated consequences. Enterprise risk management enables management to
effectively deal with uncertainty and associated risk and opportunity, enhancing



the capacity to build value. The Committee has the following responsibilities
related to enterprise risk management:

« evaluate the overall effectiveness of the Corporation’s achieving
achievement of its objectives, as set forth in four categories:
> Strategic — high-level goals, aligned with and
supporting its mission;
> Operations — effective and efficient use of its resources;
Reporting — reliability and timeliness of reporting; and
» Compliance -
= with applicable laws and regulations;
= with non-investment Board policies such as the
Code of Ethics and Delegation of Authority, and
non-investment items in the Board investment
policies; and
= with 1) investment risk management and
compliance, 2) integrity of risk management
procedures and controls, 3) integrity of risk
models and modeling processes, and 4) liquidity
of the Permanent University Fund, General
Endowment Fund, and Intermediate Term Fund,

v

+ evaluate whether management is setting the appropriate tone at the
top by communicating the importance of enterprise risk; and

+ inquire of management, the Chief Compliance Officer, UT
System’s internal auditor, and the independent external auditor
about significant enterprise risks or exposures to the Corporation
and how these are being managed.

With respect to 1) investment risk management and compliance, 2) integrity of
risk management procedures and controls, 3) integrity of risk models and
modeling processes, and 4) liquidity of the Permanent University Fund, General
Endowment Fund, and Intermediate Term Fund, the Committee may rely on
assurances from the Risk Committee in determining compliance.

Review the Overall Duties and Responsibilities of the Chief Compliance Officer

The Chief Compliance Officer will report functionally to the Committee and
administratively to the CEO and President. The Chief Compliance Officer will
develop an annual plan for review and approval by the Committee. The
Committee _and the CEO and President will approve the Chief Compliance
Officer’s individual performance goals and achievement of the goals, and will
make joint recommendations to the Compensation Committee as to base salary
and performance incentive awards for the Chief Compliance Officer. The CEO

and President will nominate the Chief Compliance Officer for hiring by the
8




Committee. The Committee has exclusive dismissal authority. The Chief
Compliance Officer will report compliance activities directly to the Committee at
its regular meetings and to the chair between meetings. The CEO and President
will direct day-to-day responsibilities of the Chief Compliance Officer with
oversight by the Committee.

Other Duties:
—The Committee has the following additional duties and responsibilities:

° make regular reports (at least twice each calendar year) to the Board
regarding the Committee’s activities and such other reports as may be
requested by the Board;

° review and reassess the adequacy of this Audit Charter annually
periodically and recommend any proposed changes to the Board for
approval;

o perform such additional special functions, duties or responsibilities as may
from time to time be designated by the Board;

° direct the scope of the Corporation’s voluntary compliance with relevant
provisions of the Sarbanes — Oxley Act of 2002, monitor and review the
implementation of the relevant provisions; and

° evaluate the Committee’s own performance, both of individual members
and collectively, on a regular basis.

Powers and Limitations

The Committee shall have the authority to retain special legal, accounting or other
consultants to advise the Committee. The Committee may request any officer or
employee of the Corporation, er-the Corporation’s outside legal counsel or an
employee in the U-T System Audit Office to attend any meeting of the Committee
or to meet with any members of, or consultants to, the Committee.

Approved by the Board of Directors on May-25:-2006
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