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UTIMCO BOARD OF DIRECTORS
ANNUAL MEETING AGENDA
April 25, 2008

Four Seasons Hotel

1300 Lamar Street
Houston, Texas

Time ltem # Agenda ltem

Begin End

OPEN MEETING:
9:00 a.m. 9:05 a.m. 1 Call to Order of the Annual Meeting/Discussion and Appropriate Action on
Minutes of January 30, 2008 Meeting*

9:05a.m. 10:00 a.m. 2 Endowment and Operating Funds Update Report

10:00am. 10:20am. 3 Discussion and Appropriate Action on Items from Risk Committee including
Recommendation of Distribution Rates for the Investment Funds*

10:20 a.m. 11:30 a.m. 4 Private Markets Presentation

11:30 a.m. Recess for Private Equity Briefing Session

Reconvene in Open Session:

1:30 p.m. 1:35p.m. 5 Discussion and Appropriate Action regarding Proposed Investment®
1:35p.m. 2:00 p.m. 6 UTIMCO Organization Update
2:00 p.m. 2:10 p.m. 7 Discussion and Appropriate Action Related to Corporate Resolutions:

- Election of UTIMCO Officers*
- Designation of Key Employees*

2:10 p.m. 2:25p.m. 8 Report from Policy Committee
2:25p.m. 2:40 p.m. 9 Report from Audit and Ethics Committee
2:40 p.m. 2:55p.m. 10 Report from Compensation Committee

2:55 p.m. 3:10 p.m. 1 Discussion and Appropriate Action Related to Investment Consultant
Contract Renewal*

3:10 p.m. 3:40 p.m. 12 Discussion of Investment Environment and Opportunities

3:40 p.m. Adjournment

* Action by resolution required

Next Scheduled Meeting: July 23, 2008




TAB 1



RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the meeting of the Board of Directors held on
January 30, 2008, 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 9:35 a.m. on the 30t day of January 2008, at the Ritz-
Carlton Dallas Hotel, 2121 McKinney Avenue, Dallas, Texas, 75201, said meeting having been called by
the Chairman, Robert B. Rowling, with notice provided to each member in accordance with the Bylaws.

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

Robert B. Rowling, Chairman
Mark G. Yudof, Vice Chairman for Policy
Clint Carlson
J. Philip Ferguson
Paul Foster
Colleen McHugh
Ardon E. Moore
Erle Nye
Charles W. Tate

thus constituting a majority and quorum of the Board. Also attending the meeting were Bruce Zimmerman,
CEO and Chief Investment Officer; Cathy Iberg, President and Deputy CIO; Joan Moeller, Secretary and
Treasurer of the Corporation; Christy Wallace, Assistant Secretary of the Corporation; Cecilia Gonzalez,
internal General Counsel for the Corporation; Bill Edwards, Managing Director of Information Technology
for the Corporation; Uzi Yoeli, Director - Portfolio Risk Management; Mark Warner, Director of Natural
Resources Investments; Mark Shoberg, Director — Private Markets; Bob Schau, Director — Real Estate
Investments; Ryan Ruebsahm, Director — Marketable Alternatives Investments; Courtney Powers,
Associate — Marketable Alternatives Investments, and other Staff members, all of the Corporation; Jerry
Turner, external General Counsel for the Corporation; Philip Aldridge, Anthony de Bruyn, William Huang,
Moshmee Kalamkar and Dean Metzger of UT System Administration; Bruce Myers and Hamilton Lee of
Cambridge Associates; and Brandon Bean of TRT Holdings. Mr. Rowling called the meeting to order at
9:35 a.m.

Minutes

The first matter to come before the Board was approval of the minutes of the meeting of the Board of
Directors held on November 29, 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
November 29, 2007, be, and are hereby, approved.



Corporate Resolutions

Mr. Rowling recommended J. Philip Ferguson as Vice Chairman of the Corporation and presented new
Committee assignments. Upon motion duly made and seconded, the following resolution for the office of
Vice Chairman was unanimously adopted:

RESOLVED, that J. Philip Ferguson is hereby appointed to the office of Vice
Chairman of the Corporation, to serve until the next Annual Meeting of the
Corporation or until his earlier death, resignation or removal.

Also upon motion duly made and seconded, the following resolutions for Committee
assignments were unanimously adopted:

BE IT RESOLVED, that the following Directors of the Corporation are hereby
designated as the Audit and Ethics Committee of the Board of Directors:

Erle Nye

Colleen McHugh

Paul Foster

Charles W. Tate

subject to approval by the Board of Regents at their meeting to be held on
February 7, 2008, to serve until the expiration of their term, or until their successor
has been chosen and qualified, or until their earlier death, resignation or removal;
and

FURTHER RESOLVED, that Erle Nye is hereby designated the Chair of the Audit
and Ethics Committee and shall preside at its meetings.

BE IT RESOLVED, that the following Directors of the Corporation are hereby
designated as the Compensation Committee of the Board of Directors:

J. Philip Ferguson
Clint D. Carlson
Ardon E. Moore

to serve until the expiration of their term, or until their successor has been chosen
and qualified, or until their earlier death, resignation or removal; and

FURTHER RESOLVED, that J. Philip Ferguson is hereby designated the Chair of
the Compensation Committee and shall preside at its meetings.

BE IT RESOLVED, that the following Directors of the Corporation are hereby
designated as the Risk Committee of the Board of Directors:

Charles W. Tate
Clint D. Carlson
J. Philip Ferguson
Erle Nye



to serve until the expiration of their term, or until their successor has been chosen
and qualified, or until their earlier death, resignation or removal; and

FURTHER RESOLVED, that Charles W. Tate is hereby designated the Chair of
the Risk Committee and shall preside at its meetings.

BE IT RESOLVED, that the following Directors of the Corporation are hereby
designated as the Policy Committee of the Board of Directors:

Colleen McHugh
Ardon E. Moore
Paul Foster

to serve until the expiration of their term, or until their successor has been chosen
and qualified, or until their earlier death, resignation or removal; and

FURTHER RESOLVED, that Colleen McHugh is hereby designated the Chair of
the Policy Committee and shall preside at its meetings.

Mr. Rowling then recommended that the Annual Meeting be held on April 25, 2008, in Houston, Texas.
Upon motion duly made and seconded, the following resolution was unanimously adopted:

RESOLVED, that the Annual Meeting of the Board of Directors will be held on April
25, 2008, in Houston, Texas.

Audit and Ethics Committee Report

Mr. Rowling asked Mr. Nye fo give a report from the Audit and Ethics Committee. Mr. Nye stated that the
Audit and Ethics Committee met on January 23, 2008. Tom Wagner, engagement pariner, presented to
the Audit and Ethics Committee the Deloitte & Touche LLP Audit Results and Communications letter and
answered questions related to the financial statements for the Corporation. Deloitte & Touche LLP issued
unqualified opinions on the August 31, 2007 financial statements. The Committee approved the Deloitte &
Touche LLP's Financial Statement Audit Results and Communications and the audited financial statements
for the Corporation, and recommended that the Board approve the same. Upon motion duly made and
seconded, the following was unanimously adopted:

RESOLVED, that Deloitte & Touche LLP's Financial Statement Audit Results and
Communications for the Corporation for the year ended August 31, 2007, be, and
is hereby approved in the form as presented to the Board; and further

RESOLVED, that the annual financial statements and audit report for the
Corporation for the fiscal years ended August 31, 2007 and August 31, 2006, be,
and are hereby approved in the form as presented to the Board.

Mr. Nye continued with the report from the Audit and Ethics Committee Meeting. Also presented at the
Committee Meeting were the unaudited Financial Statements for the three months ended November 30,



2007 for the Investment Funds and the Corporation, and an update by the UT System Audit Office. At this
time, Moshmee Kalamkar and Dean Metzger of the UT System Audit Office were introduced. They will
jointly be taking over Amy Barrett's responsibilities. As part of the update by the UT System Audit Office, a
recommendation was made for the Committee to approve hiring Barb Davison with Investment Training
and Consulting, Inc. (ITCI) to assist the UT System Audit Office in developing a "risk-focused” audit plan to
review the investment activities at the Corporation. The Committee approved a proposal for two audits, one
related to Internal Fixed Income and one related to Internal Derivatives.

Mr. Nye also presented the Audit and Ethics Committee report for the meeting held that moming. He
stated that the Committee met prior to the Board Meeting to discuss and approve the recommendation of
Mr. Zimmerman to hire a Chief Compliance Officer (CCO) for the Corporation. Mr. Zimmerman proposed,
with the concurrence of several UT System staff, that Cecilia (Cissie) Gonzalez be hired as the Chief
Compliance Officer. The Audit and Ethics Committee approved Ms. Gonzalez for the CCO position, as well
as continuing her role as the internal General Counsel for the Corporation, with a new salary amount to
reflect her additional duties. The CCO will report functionally to the Audit and Ethics Committes, and
administratively to the CEO. The Audit and Ethics Committee concurred that Ms. Gonzalez is ideally suited
for this position. The Committee however, made it clear that although Ms. Gonzalez would now be internal
General Counsel and Chief Compliance Officer for the Corporation, she would maintain dual
responsibilities, reporting to Bruce administratively and as internal General Counsel, and functionally as
CCO to the Audit and Ethics Committee with her salary determined 100% by the Audit and Ethics
Committee. Mr. Rowling reiterated that Ms. Gonzalez has a direct line to Mr. Nye and Mr. Rowling at any
time for all compliance issues. Mr. Zimmerman thanked Joan Moeller for doing a great job as Compliance
Officer and expressed appreciation for the excellent compliance program she created and has maintained
for the Corporation. Mr. Nye left the meeting at this time.

Endowment and Operating Funds Update

Mr. Rowling asked Mr. Zimmerman to present the Corporation’s endowment and operating funds update.
Mr. Zimmerman reported performance numbers as of the end of the quarter, November 30, 2007, and
briefly mentioned December 2007 and January 2008 numbers.. The net performance for the one-month
period ended November 30, 2007, for the Permanent University Fund (PUF) was -2.27% and for the
General Endowment Fund (GEF) was -2.19%, versus benchmark returns of -2.17% for each fund. The net
performance for the one-year period ended November 30, 2007, for the PUF and GEF were 14.73% and
15.26%, respectively, versus benchmark returns of 11.64% for each fund. The Intermediate Term Fund's
(ITF) performance was -1.65% versus its benchmark return of -1.91% for the one-month period, and was
10.35% versus its benchmark return of 6.85% for the one-year period ended November 30, 2007.
Performance for the Short Term Fund (STF) was 0.42% versus 0.47% for its benchmark return for the one-
month period, and was 5.37% versus a benchmark return of 5.17% for the one-year period ended
November 30, 2007. Mr. Zimmerman 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. Mr. Zimmerman continued by presenting a private markets exposure report as of
November 30, 2007, and then reviewed the Funds in a new reporting format with the new categorization
grids, comparing asset class and investment type targets, ranges and performance objectives. Also
presented were a comprehensive derivative report as of November 30, 2007, and a report on investment
transactions made under the Delegation of Authority for the period beginning November 16, 2007, and



ending January 15, 2008. Mr. Zimmerman, Ms. Iberg, Mr. Myers, and Mr. Yoeli answered the Directors’
questions.

Organization Update

Mr. Rowling asked Mr. Zimmerman to continue with an update on the organizational structure of the
Corporation. Mr. Zimmerman noted that Ms. Iberg had been formally asked to take over responsibility for
the Public Markets area. Presenting the most recent organization chart, Mr. Zimmerman announced new
hires in several of the investment areas. He asked Bob Schau, the new Director for Real Estate
Investments, to introduce himself. Mr. Schau gave a brief background of his career and answered the
Directors’ questions. Mr. Zimmerman next presented and discussed the Corporation’s actual expenses vs.
budget for the first quarter of 2008, near term projects including facilities build-out, the individual
endowment accounting system, the investment process, including the formation of an internal Investment
Committee, and future travel plans for Staff.

Marketable Alternatives Presentation

Mr. Rowling asked Ms. lberg to give a presentation on the Corporation’s Marketable Alternative
Investments (i.e., less correlated and constrained investments). Ms. Iberg introduced each of her team
members, discussed industry frends, presented program strategy, objectives and results, and manager
classifications. She also discussed future plans for the Marketable Alternative Investments area. Mr.
Zimmerman, Ms. Iberg, and Mr. Ruebsahm answered the Directors’ questions.

The meeting was recessed at 11:30 a.m. The Board of the Corporation reconvened in an open meeting at
the same meeting location at 2:05 p.m.

Pooling Private Investments

Mr. Rowling asked Mr. Shoberg to present the next item. Mr. Shoberg explained that the Staff was seeking
approval of its recommendation to create internally managed commingled funds for the purpose of holding
the existing PUF and GEF’s Private Investments and for the purpose of making additional investments or
redeeming existing investments following the approach that the Marketable Alternatives Investments
undertook in 2005. The ownership of such assets within the internally managed commingled funds shall at
all times be vested in the Board of Regents, as a fiduciary. Vinson and Elkins, outside legal counsel for the
Corporation, recommended that staff seek approval from the UTIMCO Board to create the internally
managed commingled funds. Mr. Shoberg explained that in conjunction with the Board's approval the
UTIMCO Board would be acknowledging that prior fund investments were approved by or presented fo the
Board as an initial capital amount of a specific named investment of the PUF and GEF, and further would
be waiving the stated amounts and percentages previously authorized for investment by the PUF and GEF
coincident with the creation of the internally managed commingled investment pools. Mr. Zimmerman, Mr.
Shoberg, Ms. Iberg, Mr. Tumer and Ms. Moeller answered the Directors’ questions. Upon motion duly
made and seconded, subject to Corporation staff briefing and approval of the change by The Texas A&M
University System, the following resolutions were unanimously adopted:



RESOLVED, that the Board approves the creation of one or more internally-
managed commingled funds, as necessary, for the purpose of pooling existing
private investments currently held by the Permanent University Fund (PUF) and
the General Endowment Fund (GEF), and for the purpose of making additional
private investments or redeeming private investments; and, be it further

RESOLVED, that the foregoing resolutions shall be implemented in accordance
with the recommendation of the Corporation staff submitted to the Board and shall
supersede all prior resolutions of the Board to the extent any such resolutions
authorized a private investment for only the PUF or the GEF or prescribed a stated
amount or percentage of a private investment for the PUF or the GEF.

Policy Committee Report

Mr. Rowling stated that the Policy Committee met on January 23, 2008. At the meeting, the second draft of
the Securities Lending Policy was discussed at length. Mr. Rowling asked Mr. Zimmerman to give a brief
summary of the proposed Policy. Mr. Zimmerman explained that the staff took a very conservative
approach in implementing the management of the Securities Lending program and carefully structured a
Securities Lending Agreement with its master custodian, Bank of New York/Mellon. The Committee
discussed the level of risk that should be adopted when implementing the program and felt comfortable with
the current Policy; no action by the Committee was necessary. Mr. Zimmerman will meet with the UT
System Office of Finance, Bruce Myers of Cambridge Associates LLC, and the master custodian to
determine if anyone has a more conservative policy and whether changes should be made to the Policy.

Mr. Rowling reported that two other items were discussed by the Policy Committee: proposed changes to
(1) the Master Investment Management Services Agreement (“IMSA”) and (2) the Bylaws. Mr. Zimmerman
stated that minor changes to the IMSA were suggested by Staff and UT System, including deleting the date
certain for annual review of the investment policies, and changing the references from the President to
CEO consistent with current job fitles. Mr. Zimmerman said that the Staff's proposed changes to the
Bylaws closely mirrored the above mentioned changes to the IMSA. Mr. Rowling recommended the
changes to both polices be approved. Upon motion duly made and seconded, the following resolutions
were unanimously adopted:

RESOLVED, that the Master Investment Management Services Agreement with
UTIMCO (“IMSA") be, and is hereby, approved in the form submitted fo the
Corporation’s Board, subject to approval by the Board of Regents of The
University of Texas System; and, be it further

RESOLVED, that amendments to the Bylaws of the Corporation as presented be,
and are hereby, approved, subject to approval by the Board of Regents of The
University of Texas System.

Mr. Rowling informed the Board that he asked the Staff and the Policy Committee to review the Code of
Ethics. Mr. Rowling stated that the Corporation’s Code of Ethics is more restrictive than state law requires
and requested that the Policy Committee, Mr. Zimmerman, and Mr. Turner review and discuss the Code of



Ethics and present recommendations regarding changes to the Code of Ethics to the Committee at its next
meeting.

Risk Committee Report

Mr. Rowling asked Mr. Tate to give a report from the Risk Committee. Mr. Tate informed the Board that the
Risk Committee last met on January 23, 2008. The items discussed at the meeting were risk reporting,
Investment Mandate Categorizations, the Procedure for Calculating Liquidity, and proposed changes to the
Charter of the Risk Committee. Mr. Tate explained that although the new Mandate Categorization
Procedure (“Procedure”) had been approved by the Board at the November 29, 2008 meeting, the
Committee requested Staff to amend the Procedure to require that Staff report, at the next scheduled Risk
Committee, any re-categorization of an Asset Class or Investment Type of an existing mandate whenever
re-categorization is warranted. A revised version of the Procedure and resolution related to the Mandate
Categorization Procedure was handed out at the meeting. Mr. Tate continued by explaining that the Staff
presented to the Committee for their review and approval the initial categorization by Asset Class and
Investment Type for all mandates since adoption of the Procedure. Mr. Zimmerman summarized the
results of the initial categorization for all mandates prepared by the Staff. Mr. Zimmerman answered the
Committee Members' questions and expressed appreciation to Philip Aldridge, Amy Barrett, and William
Huang of UT System for their assistance in this process.

Mr. Tate reported that the Committee also reviewed the Procedure for Calculating Liquidity and proposed
changes to the Charter of the Risk Committee. Mr. Tate recommended on behalf of the Committee that the
Board approve the Procedure for Calculating Liquidity and the amendments to the Charter of the Risk
Committee. Upon motion duly made and seconded, the following resolutions were unanimously adopted:

RESOLVED, that the Procedure for Calculating Liquidity be, and is hereby,
approved in the form submitted to the Corporation’s Board of Directors; and, be it
further

RESOLVED, that the amendments to the Charter of the Risk Committee, as
recommended be, and are hereby approved in the form submitted to the
Corporation's Board of Directors.

Mr. Tate also recommended approval, on behalf of the Committee, of the proposed amendments to the
Mandate Categorization Procedure. Upon motion duly made and seconded, the following resolution was
unanimously adopted:

RESOLVED, that the amendments to the Mandate Categorization Procedure be,
and are hereby, approved in the form submitted to the Corporation’s Board of
Directors.

Compensation Committee Report

Mr. Rowling asked Mr, Ferguson to present the Compensation Committee report. Mr. Ferguson stated that
the Committee met today, prior to the Board meeting. Mr. Ferguson said that Staff made a



recommendation to the Committee, as required by the Corporation’s Compensation Program, setting forth
the position of Director — Natural Resources as an Eligible Position and requested approval for the
Weightings of Performance Goals, and Incentive Award Opportunities for that Eligible Position and
selection of Mark Warner as a Participant in the Plan for the 2007/2008 Performance Period. The
Compensation Committee approved the recommendation subject to further approval from the Board. Upon
motion duly made and seconded, the following resolutions were unanimously adopted:

WHEREAS, the UTIMCO Board has established a UTIMCO Compensation
Program (the “Plan”) for certain employees of the Corporation; and

WHEREAS, Section 5.3.(a) of 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
‘UTIMCO Board”) as an “Eligible Position” for that Performance Period and (2)
selected by the UTIMCO Board as eligible to participate for that Performance
Period; and

WHEREAS, the UTIMCO Board has the discretion to 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
Plan for a Performance Period (or remainder of a Performance Period) within 30
days of hire or promotion, or if later, as soon as administratively feasible after such
hire or promotion; and

WHEREAS, Mark Warner was hired as the Director — Natural Resources on'
November 19, 2007; and

WHEREAS, subject to approval by the UTIMCO Board, the CEO designated the
position of Director — Natural Resources as an Eligible Position for the 2007/2008
Performance Period as provided by Section 5.3.(a) of the Plan; and

WHEREAS, the Compensation Committee recommended that the UTIMCO Board
approve the designation of the position of Director — Natural Resources as an

Eligible Position and selection of Mark Warner as a Participant in the Plan for the
2007/2008 Performance Period, effective as of November 19, 2007; 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 CEOQ) 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 reviewed and recommended that the UTIMCO Board
approve the Eligible Position, Weightings of the Performance Goals (entity, asset
class, and individual), and the Incentive Award Opportunities for the position of
Director — Natural Resources for the 2007/2008 Performance Period; and

WHEREAS, the UTIMCO Board wishes to designate the position of Director —
Natural Resources as an Eligible Positions and select Mark Warner as a
Participant in the Plan for the 2007/2008 Performance Period, effective as of
November 19, 2007; and has reviewed and wishes to approve the Eligible
Position, Weightings of Performance Goals (entity, asset class, and individual),
and the Incentive Award Opportunities for the position of Director — Natural
Resources for the 2007/2008 Performance Period.

NOW, THEREFORE, be it:

RESOLVED, that the position of Director — Natural Resources is hereby
designated as an “Eligible Position” in the Plan for the 2007/2008 Performance
Period; and be it

FURTHER RESOLVED, that Mark Wamer is selected as a “Participant” in the
Plan for the 2007/2008 Performance Period, effective as of November 19, 2007;
and be it

FURTHER RESOLVED, that the UTIMCO Board approves the Eligible Position,
Weightings of Performance Goals (entity and asset class), and Incentive Award
Opportunities for the Eligible Position of Director — Natural Resources for the
200772008 Performance Period, effective as of November 19, 2007.

Mr. Zimmerman stated that Staff was still in communication with Cambridge Associates and asked that the
Cambridge Contract Renewal agenda item be deferred.

The Directors briefly discussed the current market environment prior to adjournment. Mr. Rowling
expressed an interest in holding an offsite retreat with guest speakers in the future. There being no further

Secretary:

Joan Moeller

business to come before the Board of Directors, the meeting was adjourned at approximately 3:05 p.m.

Approved: Date:
Robert B. Rowling
Chairman, Board of Directors of
The University of Texas Investment
Management Company




TAB 2



93epdn s1oesjuo) .

dlle

AJIAIDY JUBWIASDAU| @

s1y3s1jysiH adAL Juswisanu|/sse]) 19SSy e
Aupinbry e

aJinsodx3 h,wmm:m_z ®

| aSeianaT e

NSIY e

$19SSY e

SUIN}dY e

:9}epdn spun



SUujnloy




Arewiwing 9dULWIOLJ ODINLLN

V/IN VIN VIN L¥T 74 L 8¢ £7 pun,j Uiid,], S1eIPAULId]
VIN 695 6L ¥S1 LT #S €€ 0S pun,j JUSWMOPUH [eI19U20)
V/N 116 08 ¥€T 24 SL 14 6 pun,{ AJISISATU[) JUSUBTIID]
VIN VIN VIN 80t 79'0 16'T 96°0 65°0 pun,j ULId ], SJeIPATLIAN]
LT0 P10 ST'0 PE0 90°0 SE0 020 910 pun,j Ui J, Hoys
V/N 6" ¥ 0 pST 6£'0 £8°0 80 SL'0 pun, JUSMOPUF [2IOUL)
S0'0 44 ST'0 PIT 9¢€"0 $9°0 6€°0 18°0 pun,] AJISISATU) JUSUBTLIDJ

£20°vT $ SJUIUNISIAT] [210],

LTES spunyj SunendQ B0,
V/IN V/IN VIN WL #s0) 09°€ #9°0) 171 LEG'E pum,f W3 J, SJBIPILIN]
6'€ o€ 99 0z’ IL°0 SH'T Pl 1€°0 06€°1 pun,j WId] 1107S

. SANA DN d

969°S1 spuny juamwmopuy [e30],
V/N VIN V/IN V/IN VIN VIN VIN VIN 61 spuny pasoau] Aareredog
69'8 6€°ST V11 ST°6 (1) 207 (s8'1) 19'1 L6¥'S pun,f WId], uo]
V/IN LEST Wl ¥1°6 (78] 102 (s8'D) 191 1011 pun,j [fesH JUSULRHLIO]
V/N 8p'SIT IS'TT 976 6L'D) 007 (68’1 8S°1 pUMN, JUSTLMOPUH [BIdUD)
LTS 17°St €11 98°'8 @81 181 86D $9°1 906°11 $ pun,j AYISISATU[) JUSTLULIDJ

S1X 0T S1IX § SIX € IX1 Jepudfe) | [eISLy SOJA] € OJAT T (suorrAl uy)
ST}y JH0ISTH 3JE( 03 189X WY 110YS 8007/67/T
AMJEA JOSSY
(poziennuy aae aea { SU(Q) URY ] J2300] SPOLISJ J10] SILITIAY) PN
8007 ‘67 A1eniqa g popuy sporrng
8007 ‘6T Areniqay



‘LY SEM /00T ‘T€ 18qWiad3( Jo
se Sujpiodal S1e|jop uolj|ig BUO UBY] J31B3IF S19SSE JUBWMOPUS YUM S3[HISIAIUN Pue s3831j0D JO Jaquinu aYy] "duj ‘s91e00ssy adpuquie) 03 AjJanuenb
110daJ 1By} SIBJJOP UOI[jIg BUO UBY] J31B3IS SI9SSE JUBWMOPUS YIIMm SBIHSIBAIUN pue 383]10D ay1 JO SISISU0D 3SIBAIUN SPUN4 $ uoljig aSplquwe) syl

9 95'6 £g 909Gl 19 50'el by 68'El ¥4 26°¢ gs 0,0
L 788 15 8e'Gl 19 88°Z1 £g A 14 £ /5 50
Gy Ly Ly Ly 8y Ly

¥y 16')1 £6'8 60'Y 2e')- Lye-

158 Wyl L0Z) 19V} 86°} 200

LE0) LL'GL 89°¢l 8r'el 0.2 8.0

9611 1891 Ge'al L9} 0e'e 15}

689l £L6l 8Y'6l AN &Y 0L'g
(Bm%) | wmay || (Gn%w) | umasy f| GIny) | wmay || Gm%) | umay || (%) | umay || (I %) | wmey
pazijenuuy siea) gL [ | pazienuuy sieaj 6 [ | pezijenuuy siea € || pazijenuue desj | 1l 19uen) snolnsld Japenp usun)

£00T ‘T€ 49qwad3Q papu3 spoliad
3sIaAjuUn spung $ uoljjig aSpuUquie)

SA SANNd LNJINMOAN3T INELSAS LN

S894J0 18N - 499
S984J0 I8N - dNd

soljojuiod Jo #
Wiy
ajnuadIad gL
ueipayy
a[nuadIad LGz
Wwnwixepy



25.00%
20.00%

15.00%

-
g
[=]
(=
=

5.00%
0.00%

General Endowment Fund - 3 Months ended February 29, 2008

: a Comimddiﬁesk o

itél' ‘Hedge’ands L
— —

-5.00%

-10.00%

' ',""U,VSV."Equities‘ E

-15.00%

-20.00%

-25.00%

-5.00%

Asset Class Benchmark vs. Total Fund Policy Benchmark

-4.00% -3.00%

4.00%

-2.00% -1.00% 0.00% 1.00% 2.00% 3.00% 5.00%

Under/Overweight

35.00%

General Endowment Fund - Fiscal YTD ended February 29, 2008

30.00%
25.00%
20.00%
5 15.00%
10.00%

5.00%

0.00%

-5.00%

. B )
- Commodities .

k R Emkerging Markéts

~-© Cashand Cash
- Equivalents -

- Non-U.S. Equities

-10.00%

- Developed

—H&—g3

-15.00%
-20.00%

-25.00%

Asset Class Benchmark vs. Total Fund Policy Benchmark

-5.00%

-3.00% -1.00% 1.00% 5.00%

Under/Overweight

3.00%

Impact on
Over/(Under)
Performance
(bps)
Commodities 28
U.8. Equities 15
Hedge Funds 5
Cash & Equiv 4
Non-U.S. Equities 3
Emerging Mkts 1
Subtotal 56
REITS (N
Private Capital (3)
TIPS (10)
Fixedlncome  _ (10)
Subtotal (24)
TOTAL 32
Impact on
Over/(Under)
Performance
(bps)
Commodities 36
U.S. Equities 15
Emerging Mkts 13
Hedge Funds 10
REITS 2
Non-U.S. Equities 2
Private Capital -
Subtotal 78
Fixed Income (11)
Cash & Equiv (12)
TIPS (16)
Subtotal (39)
TOTAL 39
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Rolling 12 Month Risk Estimate of Current GEF Portfolio
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UTIMCO Hedge Fund Portfolio

Gross and Net Leverage
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Report on

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

Arrangements
For January 16, 2008 through April 7, 2008
(Total Obligation per Agreement greater than $50,000)

Annual
Agreement Purpose Contract Term Amount
Investment Training and Perform audit of Internal Derivatives and
) Imng Internal Fixed Income, in conjunction with UT | March - May 2008 $126,825
Consulting Institute .
System Audit Office
Services that renew via invoice on a monthly or quarterly basis:
. . . Renews quarterly via
Bloomberg All-in-one investment platform for trading, invoice and may be $235,887
analysis and information .
canceled at any time
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
Albourne America LLC Advisor to Marketable Alternative staff Monthly invoice $400,000
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Agenda ltem:

Developed By:
Presented By:

Type of ltem:

Description:

Discussion

Agenda ltem
UTIMCO Board of Directors Meeting
April 25, 2008

Discussion and Appropriate Action on Items from Risk Committee including
Recommendation of Distribution Rates for the Investment Funds

Staff
Tate

Action required by UTIMCO Board related to Recommendation of Distribution
Rates for the Investment Funds; other items are discussion items

The Risk Committee (“Committee”) will meet on April 15, 2008. The Committee’s
agenda includes (1) review and discussion of risk reporting; (2) review and
discussion of compliance reporting; (3) discussion and appropriate action related
to categorization of new investment mandates; and (4) discussion and appropriate
action related to recommended distribution rates for the Permanent University
Fund (PUF), Permanent Health Fund (PHF), Long Term Fund (LTF), and
Intermediate Term Fund (ITF).

The Committee will review the quarterly risk reporting and compliance reporting.

The Committee will review and approve or re-categorize, as appropriate, the
mandate categorizations prepared by staff through March 31, 2008, that had not
been previously presented to the Commitlee. The Mandate Categorization
Procedure (*Procedure”) was adopted by the UTIMCO Board on November 28,
2007. The purpose of the Procedure is to provide greater transparency into the
process of classifying an investment mandate within the approved Asset Classes
and Investment Types as defined in the Investment Policy Statements for the PUF,
GEF and ITF (collectively, the "Funds”). The Investment Policy Statements state
that the assets of the Funds shall be allocated among -a broad set of Asset
Classes and Investment Types based on their individual/risk characteristics and
relationships to other Asset Classes and Investment Types. The Procedure
requires that all new mandates be categorized by the Managing Directors, and that
the Chief Compliance Officer provide the Chief Investment Officer his/her
agreement or recommended categorization, after which the Chief Investment
Officer will designate the Asset Class and Investment Type for the Committee’s
approval or re-categorization. The Committee will report to the UTIMCO Board the
results of its review of the Investment Mandate Categorizations.

In addition, the Committee will review the proposed distribution rates for the
Funds. Each of the Funds’ respective Investment Policy Statement provides the
guidelines to calculate the distribution amount or rate and provides the spending
policy objectives of the Fund. The recommendations for the distribution amount
and payout rates are discussed in the attached Recommendation of Distribution
Rates and are based on the Investment Policy Statements.



Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
April 25, 2008

Staff has recommended to the Committee to approve the recommendation of
distribution rates for the Investment Funds The Committee will request the
UTIMCO Board take appropriate action based on the Committee’s action from its
meeting. UTIMCO staff has proposed the following for fiscal year ending August
31, 2009:

1) The distribution from the PUF to the Available University Fund be
increased by 18.3% from $448,942,761 to $530,932,622;

2) The distribution rate for the PHF be increased from $0.0511 per unit to
$0.0528 per unit; .

3) The distribution rate for the LTF be increased from $0.2929 per unit to
$0.3024 per unit; and

4) The distribution rate for the ITF remains at 3.0% per annum.

Recommendation of Distribution Rates
Investment Policy Statements



RESOLUTION RELATED TO PUF DISTRIBUTION AND
PHF, LTF AND ITF DISTRIBUTION RATE INCREASES

RESOLVED, that the annual distribution amount for the Permanent University Fund be
increased from $448,942,761 to $530,932,622, for fiscal year 2009, effective with the
September 1, 2008 distribution; the distribution rate for the Permanent Health Fund be
increased from $.0511 per unit to $.0528; the Long Term Fund be increased from
$0.2929 per unit to $0.3024 per unit for fiscal year 2009, effective with the November
30, 2008 distributions; and the distribution rate for the Intermediate Term Fund remain
at 3.0% per annum for fiscal year 2009, effective with the September 1, 2008
distribution.

BE IT FURTHER RESOLVED, that the annual distribution amount for the Permanent
University Fund and the distribution rates for the Permanent Health Fund, Long Term
Fund, and Intermediate Term Fund be, and are hereby, approved subject to approval
by the Board of Regents of The University of Texas System.



Recommendation of Distribution Amount and Rates

PUF

The Permanent University Fund ("PUF") Investment Policy states that the annual distribution from the PUF
fo the Available University Fund ("AUF") shall be an amount equal to 4.75% of the trailing 12 - quarter
average of the net asset value of the Fund for the quarter ending February of each fiscal year unless the
average annual rate of return of the PUF investments over the trailing 12 quarters exceeds the Expected
Return by 25 basis points or more, in which case the distribution shall be 5.0% of the trailing 12 - quarter
average. “Expected Return” is the Expected Annual Return or Benchmarks set out in Exhibit A to the PUF
Investment Policy Statement.

As shown in the table below the average annual refurn of the PUF investments for the frailing twelve
quarters ending February 29, 2008 has exceeded the Expected Return by 25 basis points or more (.25%)
as set out in Exhibit A to the PUF Investment Policy Statement.

Trailing 12 -
Quarters Ending
February 29, 2008 Expected Return Excess Return
Average Annual Rate of Return 11.32% 8.34% 2.98%

Therefore, as outlined in the PUF Investment Policy, the amount to be distributed from the PUF for Fiscal
Year 2008-2009 is $530,932,622 as calculated below:

Quarter Ended Net Asset Value
5/31/2005 $ 8,899,839,516
8/31/2005 9,426,742,792
11/30/2005 9,564,640,080
2/28/2006 9,798,633,228
5/31/2006 10,028,861,545
8/31/2006 10,313,393,571
11/30/2006 10,760,220,191
212812007 11,058,603,363
5/31/2007 11,763,605,335
8/31/2007 11,742,780,402
11/30/2007 12,160,738,716
212912008 11,905,770,605
§ 127,423,829,345
Number of quarters 12
Average Net Asset Value $ 10,618,652,445
Distribution Percentage 5.00%
FY 2008-09 Distribution $ 530,932,622

Article VII, Section 18 of the Texas Constitution requires that the amount of distributions to the AUF be
determined by the Board of Regents of The University of Texas System (“Board of Regents”) in a manner
intended to provide the AUF with a stable and predictable stream of annual distributions and to maintain
over time the purchasing power of PUF investments and annual distributions to the AUF. The Constitution
further limits the Board of Regents’ discretion to set annual PUF distributions to the satisfaction of three
tests:




The amount of PUF distributions to the AUF in a fiscal year must be not less than the amount needed
to pay the principal and interest due and owing in that fiscal year on PUF bonds and notes. The
proposed distribution of $530,932,622 is substantially greater than PUF Bonds Debt Service of

$189,364,986 projected for FY 2008-2009.

System Debt Service

U. T. System $ 110,464,986

TAMU System 78,900,000

Total $ 189,364,986
Sources: U.T. System Office of Finance

Texas A&M University System Office of Treasury

Services

The Board of Regents may not increase annual PUF distributions to the AUF (except as necessary to
pay PUF debt service) if the purchasing power of PUF investments for any rolling 10-year period has
not been preserved. As the schedule below indicates, the average annual increase in the rate of
growth of the value of PUF investments (net of expenses, inflation, and distributions) for the trailing
10-year period ended February 29, 2008 was 2.81%, which indicates that the purchasing power test

was met.

Average Annual Percent

Rate of Total Return 8.37%
Mineral Interest Receipts 1.67%
Expense Rate (0.25)% (1)
Inflation Rate (2.712)%
Distribution Rate (4.26)%
Net Real Return 2.81%

(1)  The expense rate as shown is a ten-year annualized average
rate and includes all PUF Investment and PUF Land expenses,
including the UTIMCO management fee, paid directly by the
PUF. Prior to November 29, 1999, expenses related to PUF
Investments and PUF Lands were paid from the AUF.
Management fees that are netted from asset valuations, and
are not paid directly by the PUF are not included, as they are a
reduction to the Rate of Total Retum.

The annual distribution from the PUF to the AUF during any fiscal year made by the Board of
Regents may not exceed an amount equal to 7% of the average net fair market value of PUF
investment assets as determined by the Board of Regents, (except as necessary to pay PUF

bonds debt service). The annual distribution rate calculated using the trailing 12 - quarter average
value of the PUF is within the 7% maximum allowable distribution rate.
Proposed
Distribution
as a % of Maximum
Value of PUF Proposed Value of PUF Allowed
Investments (1) Distribution [nvestments Rate
$10,618,652,445 $530,932,622 5.00% 7.00%



(1) Source: UTIMCO

LTF AND PHF

The spending policy objectives of the Permanent Health Fund ("PHF") Investment Policy Statement and the
Long Term Fund ("LTF") Investment Policy Statement are to:

A. provide a predictable stable stream of distributions over time;

B. ensure that the inflation adjusted value of the distributions is maintained over the long-term;
and

C. ensure that the inflation adjusted value of the assets of the PHF and the LTF, as appropriate,
after distributions is maintained over the long-term.

The spending formula under the LTF Investment Policy Statement and the PHF Investment Policy
Statement increases distributions at the rate of inflation subject to a distribution range of 3.5% to 5.5% of
the average market value of the LTF assets and PHF assets for each fund’s respective trailing twelve fiscal
quarters. The Board of Regents has full authority to alter distributions rates at their sole discretion.

We are recommending a 3.2% increase in the LTF distribution rate from $0.2929 to $0.3024 per unit. The
increase is recommended based on the LTF's Investment Policy to increase the distributions by the
average rate of inflation for the trailing twelve quarters. The LTF’s distribution rate calculated using the
prior twelve quarter average value of the LTF is 4.4%, within the range of 3.5% to 5.5% set forth in the LTF
Investment Policy. The increase in the consumer price index for the prior three years as of November 30,
2007, was 3.2%.

We are recommending a 3.2% increase in the PHF distribution rate of $.0511 to $.0528 per unit.  The

PHF’s distribution rate calculated using the prior twelve quarter average value of the PHF is 4.3%, within
the range of 3.5% to 5.5% set forth in the PHF Investment Policy.

ITF

We are recommending that the distribution rate for the Intermediate Term Fund remain at 3.0% for fiscal
year 2009.
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Agenda ltem:
Devéloped By:
Presented By:
Type of ltem:

Description:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
April 25, 2008
Private Markets Presentation
Private Markets staff
Eakman

Discussion item

The Private Markets staff will present an overview of the existing Private
Markets portfolio. :

None
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Agenda ltem
UTIMCO Board of Directors Meeting

April 25, 2008
Agenda Item: UTIMCO Organization Update
Developed By: Zimmerman
Presented By: Zimmerman
Type of ltem: Discussion item
Description: Mr. Zimmerman will provide an update on the following:
« UTIMCO expenses versus budget
«  Hiring Summary
« Organization chart
. Other Matters
Reference: Schedule of UTIMCO expenses versus budget, Hiring Summary,

Organization charts



FUND CHARGES

YTD February 2008

Favorable/(Unfavorable)

Actual Budget $ %

SUMMARY
UTIMCO Personnel $4,860 $5,652 $792 14%
UTIMCO Other 1,899 2,033 134 7%

Total UTINMCO 6,759 7,685 926 12%
Other, Non-Investment Manager 6,343 3,255 (3,088) -895%
Total Non-Investment Manager 13,102 10,940 (2,162) -20%
Investment Manager - Invoiced 5,936 21,358 15,421 72%

Total $19,038 $32,298 $13,260 M%

DETAIL
UTIMCO Personnel
Salaries $2,603 $3,006 $402 13%
Bonus 1,632 1,629 (3) 0%
Benefits 418 589 171 29%
Taxes 145 209 64 31%
Hiring 62 220 158 72%

Total $4,860 $5,652 $792 14%
JUTIMICO Other
Travel $261 $231 ($30) -13%
Online Services/Data 349 386 37 10%
Subscriptions 59 76 17 22%
Lease 457 472 15 3%
Depreciation 272 304 31 10%
Insurance 123 126 3 2%
Office Expenses 211 167 (44) -27%
Professional Services 163 271 108 40%
Other 3 0 (3) #DIV/O!

Total $1,899 $2,033 $134 7%
Other, Non-Investment Manager
Custodian $811 $768 ($43) -6%
Consultants 382 663 281 42%
Measurement & Analytics 676 765 8¢9 12%
Investment-related Legal 383 550 167 30%
Audit 640 377 (263) -70%
Printing 153 98 (55) -57%
UBIT 3,275 0 (3,275) N/A
Other 24 35 " 31%

Total $6,343 $3,255 ($3,088) -95%
Investment Manager - Invoiced
Management Fees $10,732 $9,495 ($1,237) ~13%
Performance Fees (4,796) 11.863 16,659 140%

Total $5,936 $21,358 '$15,421 72%




Hiring Summary

Position
Chief Compliance Officer

MD, Inflation Hedging

MD, Pub Mkts
Assoc, Nat Res

Assoc, RE

AA, Nat Res/RE
Assoc, Mkt Alt
Acctg Anal, Mkt Alt
AA, Mkt Alt
Anal, Pub Mkts
Anal, Pub Mkts
Assoc, Priv Inv
Anal, Priv Inv
Anal, PrivInv
Anal, RE
Acctg/Ops
Acctg/Ops

Acctg/Ops

Adm, Finance

Action
Cissie Gonzalez

Mark Warner, Dir Nat Res
Bob Schau, Dir Real Estate

Susan Chen, Dir (Aug 08)
Zac McCarroll {transfer from Priv Inv)

Laura Patrick (Part time,
transferred from Pub Mkis)

Christine Torres
Courtney Powers

Ely Kosch

Paula Arbuckle

Simac Kamalie

Natasha Cupps

Mike McClure (Jun 08)
Shari Ledbetter

James Hwang {Jun 08)
Ychilindria Spears {contract)
Brooke Johnson (May 08)
Breann Sportsman

Laura Kremar

Kelly Eiras

Open Positions/Pending Actions

MD, Risk Management
Assoc, Pub Mkts

Anal, Nat Res
Acctg/Ops

Admin

Opportunistically looking for Risk Trader

Plan to replace Laura Patrick

Plan to hire analyst

Comments

Savings vs. budget

Neutral to budget, total comp

Savings vs. budget
Analyst position budgeted

Unbudgeted

Unbudgeted

Budgeted (replace Glenn Stokes)
Unbudgeted

Budgeted (replace Mark Iversen)
Budgeted (replace Russell Mollen)
Unbudgeted

Budgeted (replace Zac McCarroll)
Budgeted (replace Scott Bigham)
Unbudgeted

Unbudgeted

Budgeted (replace Marjorie Randolph)
Budgeted (replace Barrett Greeness)

Budgeted (AA given additional
responsibilities of Luanna Scott)
Budgeted

Two openings, actively interviewing for one

One opening, on hold
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Agenda ltem:

‘Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
April 25, 2008

Discussion and Appropriate Action Related to Corporate Resolutions - Election of
UTIMCO Officers, Designation of Key Employees

Zimmerman, Moeller

Zimmerman

Action required by UTIMCO Board

As stated in the Bylaws, there shall be an election of Officers for the ensuing year.
The Corporation's Code of Ethics requires the Board to designate, by position with
UTIMCO, the employees who exercise significant decision-making authority. By
virtue of their position with UTIMCO, these persons are "key employees”.

Staff recommends that the individuals designated in the resolution related to

corporation officers and the resolution related to the key employees of the
corporation be approved as set forth.

- UTIMCO Bylaws and Code of Ethics



B RESOLUTION RELATED TO CORPORATION OFFICERS

RESOLVED, that the following persons are hereby appointed fo the respective office or
offices of the Corporation set forth opposite their names, to serve until the next Annual
Meeting of the Corporation or until their resignation or removal.

Name Office or Offices

Robert B. Rowling Chairman

J. Philip Ferguson Vice-Chairman

Kenneth |. Shine Vice-Chairman for Policy (effective May 1, 2008)
Bruce Zimmerman Chief Executive Officer and Chief Investment Officer
Cathy Iberg President and Deputy Chief Investment Officer
Lindel Eakman Managing Director

Bill Edwards Managing Director

Joan Moeller Managing Director, Treasurer and Secretary

Christy Wallace Assistant Secretary



RESOLUTION RELATED TO KEY EMPLOYEES OF THE
CORPORATION

RESOLVED, that, as required by the Corporation's Code of Ethics, the following
persons are designated, by position, as key employees of the Corporation.

Bruce Zimmerman Chief Executive Officer and Chief Investment Officer

Cathy Iberg President and Deputy CIO

Lindel Eakman Managing Director — Private Markets

Bill Edwards Managing Director - Information Technology

Joan Moeller Managing Director - Accounting, Finance and Administration
Russ Kampfe Senior Portfolio Manager - Fixed Income Investments
Harland Doak Portfolio Manager - Fixed Income Investments

Debbie Childers Manager of Portfolio Accounting and Operations

Gary Hill Manager of Investment Reporting

Melynda Shepherd Manager - Finance and Administration

Cissie Gonzalez ~ General Counsel and Chief Compliance Officer
Mark Newcomb Associate — Public Markets Investments
Christy Wallace Executive Assistant
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Agenda ltem:
Developed By:
Presented By:
Type of Iterﬁ:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
April 25, 2008

Report from Policy Committee

Staff

McHugh
Information ltem

The Policy Committee (‘Committee”) will meet on April 15, 2008. The
Committee’s agenda included a discussion and appropriate action related fo the
UTIMCO Travel Guidelines. The UTIMCO Travel Guidelines provide UTIMCO
employees with information regarding and guidance about the procedures and
responsibilities for traveling on company business. In addition, the Committee
participated in a joint meeting with the Audit and Ethics Committee fo review the

- UTIMCO Code of Ethics ("Code”). The Code sets forth the basic principles and

guidelines for Directors and Employees of UTIMCO.

The Committee will review proposed amendments to the UTIMCO Travel
Guidelines and take appropriate action related to the proposed changes. The
current UTIMCO Travel Guidelines were approved by the Committee, effective
January 25, 2007.

Staff also presented to the Committee proposed changes related to the UTIMCO
Code of Ethics for review and discussion but did not request any action to be
taken by the Committee. A general discussion of the draft changes will be
presented to the UTIMCO Board and to the Board of Regents of The University of
Texas System at its May meeting. The current Code was reviewed in May of 2006
and approved by the Board of Regents on July 13, 2008. '

None

None
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Agenda ltem:
Developed By:
Presented By:
Type of Item:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
April 25, 2008

Report from Audit and Ethics Committee
Staff

Nye

Information item

The Audit and Ethics Committee (“Committee”) will meet on April 25, 2008. The
Committee's agenda included the review of unaudited financial statements for the six
months ended February 29, 2008 for the Investment Funds and the Corporation; and
review of other compliance, reporting, and audit issues.  In addition, the Committee
participated in a joint meeting with the Policy Committee to review the UTIMCO Code of
Ethics (“Code”). The Code sets forth the basic principles and guidelines for Directors and
Employees of UTIMCO.

Staff presented to the Committee proposed changes related to the UTIMCO Code of
Ethics for review and discussion but did not request any action to be taken by the
Committee. A general discussion of the draft changes will be presented fo the UTIMCO
Board, and to the Board of Regents of The University of Texas System at Board of
Regents’ May meeting. The current Code was reviewed in May of 2006 and approved by
the Board of Regents on July 13, 2006.

Staff will also update the Committee on the contract discussions with Deloitte & Touche,

- LLP. The Board of Regents approved the renewal of the auditing services with Deloitte &

Touche, LLP for the fiscal year ending August 31, 2008, for the funds managed by
UTIMCO. Before entering into a contract, Regent Paul Foster, Chair of the Board of
Regents Audit, Compliance and Management Review Committee, and Vice Chairman
Robert Rowling are to be notified of the contract amount.

Routine activities of the Committee will include reviewing the unaudited financial
statements for the Funds and UTIMCO Corporation, budget to actual expenses, capital
budget, quarterly compliance reports, and other compliance activities.

None

None






Agenda Item:
* Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
April 25, 2008

Report from Compensation Committee

Zimmerman, Gonzalez, Moeller

Ferguson
Discussion item

The Compensation Committee (the “Committee”) met on April 1, 2008. The
Committee's agenda included (1) Discussion and Review of UTIMCO Peer Group;
(2) Discussion and Review of Compensation Policy and Plan Review; (3) Discussion
and Review of Performance Measurement Standards for Compensation Program;
and (4) Discussion of Employee Benefits

None

The UTIMCO Compensation Program (“Compensation Program”) currently has a
Peer Group as part of the entity performance measurement. The peer group is a
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 of the Compensation Program; 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 is updated
from time fo time as deemed appropriate by the Board. Cambridge Associates
determines the Peer Group on an annual basis. The Committee discussed the
appropriateness of the current methodology for determining the performance Peer
Group and reviewed considerations presented by both Bruce Myers of Cambridge
Associates and Nanci Hibschman of Mercer. Further discussion on the performance
Peer Group will continue at the next Committee meeting.

Additionally, the Compensation Program requires that salary range midpoints for key
management, investment, and operations positions be updated at least every three
years based on a salary benchmarking study conducted by a qualified compensation
consultant selected by the Compensation Committee. Mercer was selected as the
compensation consultant at the November 15, 2007, Compensation Committee
meeting. As part of the salary benchmarking study, Mercer utilizes a peer group fo
benchmark the UTIMCO staff against. Nanci Hibschman presented Mercer's
recommended peer group related to the salary benchmarking study. After
discussion, the Committee decided upon a peer group for the salary benchmarking
study.

The Committee also reviewed and discussed Mercer's incentive plan design draft,
including preliminary recommendations. Mr. Ferguson will update the Board on the
Committee's progress related to thevplan design.

1



Agenda ltem
UTIMCO Board of Directors Meeting
April 25, 2008

The discussion and review of the performance measurement standards for the
compensation program and the discussion of employee benefits was postponed for
the next Compensation Committee meeting.

Reference: None
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RESOLUTION REGARDING
EXTERNAL INVESTMENT CONSULTANT CONTRACT

RESOLVED, that the contract renewal of Cambridge Associates as the external
investment consultant be, and is hereby, approved in the form submitted to the
Board.




ClA

CAMBRIDGE ASSOCIATES LLC

100 Summer Street
Boston, Massachusetts oz110-2112

TEL 617.457.7500 FAX 617.457.7501
www.cambridgeassociates.com

March 25, 2008

Mr. Robert B. Rowling

Chair

The University of Texas Investment Management Company
401 Congress Avenue, 28" Floor

Austin, TX 78701

Dear Mr. Rowling:

I am writing to confirm that within the context of the existing Agreement with Cambridge Associates
(“CA”) dated December 1, 2002, the generalist and specialist consultants at CA will provide The
University of Texas Investment Management Company (“Client”) with the following services for the
twelve month period beginning December 1, 2007.

General Consulting Services

e Access via the CA consulting team and CA's web site to proprietary databases on capital markets,
investment managers, and partnerships (including marketable alternative asset managers).
Additionally, the Client will have access to comparative peer performance data and quarterly and
annual surveys of investment and financial data.

e Twenty-four (24) hours of consulting time for miscellaneous communications and inquiries..

® A variety of research reports and working papers on investment and financial issues.

e Attendance at up to eight (8) UTIMCO Board meetings (CA will attend six of these meetings in-
person in Texas and two committee meetings will be attended via conference call) per year to
discuss investment strategy, asset allocation, performance, market environment, best practices of
peer institutions and investment manager selections.

Non Marketable Alternative Asset Consulting Services

e A Specialist consultant, Jeff Mansukhani, will be available on a monthly basis via telephone to

serve as a sounding board for ideas sourced by Client’s staff. Work beyond these “sounding

board” conversations would be billed as an additional service and would not be included in the
Fee stated below.

ARLINGTON BOSTON DALLAS LONDON MENLO PARK SINGAPORE SYDNEY



Robert B. Rowling
March 25, 2008
Page 2 of 2

These services will be provided for a Fee of $310,000. This Fee will be payable in four equal
installments; quarterly in advance. The Fee for subsequent years will be negotiated between the parties
depending on the scope of services provided. Out-of-pocket expenses such as communications, printing,
copying, etc. and the cost of travel to Texas by members of the consulting team are included in the
Annual Fee. International travel costs will be billed to the Client as reimbursable expenses.

At your request, additional consulting services will be provided and billed at CA's standard fees with prior
fee authorization when requested. Additional services may include, for example, additional meetings
with the Client, marketable alternative assets manager searches or additional due diligence memos.

We greatly value our relationship and look forward to continuing to work with you. If you are in
agreement with these terms, please sign and return one fully executed copy of this letter, keeping an
original for your records. A self-addressed envelope is enclosed for your convenience. Thank you.

Sincerely,

Al

Steven Y. Quintero

General Counsel
APPROVED:

Date:

By: Robert B. Rowling

Chair

The University of Texas Investment
Management Company

SEEN AND ACKNOWLEDGED:

Date:

By: Bruce Zimmerman

Chief Executive Officer

The University of Texas Investment
Management Company



Agenda ltem:
Developed By:
Presented By:
Type of ltem: |

Description:

Recommendation:

Discussion:

Agenda lfem
UTIMCO Board of Directors Meeting
April 25, 2008

Discussion and Appropriate Action Related fo Investment Consultant Contract Renewal
Staff

Zimmerman

Action item by UTIMCO Board to Iapprove contract renewal.

In accordance with the Delegation of Authority, the UTIMCO Board executes the investment
consultant contract. The UTIMCO Board approved retaining Cambridge Associates as its
investment consultant during its September 22, 2006, board meeting. This agenda item
renews the contract expiring on November 30, 2007. The renewal contract is for the twelve
month period beginning December 1, 2007.

Staff recommends the approval of the external investment consultant contract.

Cambridge Associates has served as UTIMCO’s consultant since its inception in 1996.
Under the terms of the current contract with Cambridge, UTIMCO receives access via the
Cambridge Associates consulting team and Cambridge Associate's web site to proprietary
databases on capital markets, investment managers, and partnerships (including marketabie
alternative asset managers). UTIMCO also has access fo comparative peer performance
data and quarterly and annual surveys of investment and financial data. Also included in the
contract is 24 hours of consulting time, a variety of research reports and working papers on
investment and financial data, and attendance at UTIMCO Board and Committee meetings.

The prior Cambridge Associates contract was for $650,000 annually. The renewal contract
proposed by Cambridge is $310,000 annually, a net decrease of $340,000. The non-
marketable services provided have been reduced to a specialist consultant format. The
current team of consultants will remain available on a monthly basis via telephone fo serve
as a sounding board for ideas sourced by UTIMCO's staff. In the prior year contract,
Cambridge Associates provided UTIMCO's staff with access to a proprietary database of US
Venture Capital and Private Equity benchmark statistics. UTIMCO's staff also had the option
of requesting up to four due diligence memos providing summaries of references, highlights
of competitive advantages, and other issues for consideration related to specific managers.

The general consulting services have also been reduced. A comprehensive asset allocation

Reference:

review was not included in this year's contract. In addition, the attendance at the Board and
committee meetings has been reduced from eleven in person and two conference calls to
eight meetings (six in person and two via conference call.)

Additional consulting services, if any, will be provided and billed at Cambridge Associate’s
standard fees.

Contract with Cambridge Associates
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Agenda ltem:
Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
April 25, 2008

Discussion of Investment Environment and Opportunities

Zimmerman

Zimmerman
Information ltem

This agenda item is intended to provide an opportunity for an open-ended discussion
on issues, expectations, and opportunities in the current investment environment.

None

Staff hopes to get input from Board members on issues, concerns, and opportunities
in the current investment environment. The conversation will be unstructured and
open-ended. Staff will come prepared to initiate discussions and provide views on
several topics. :

None



	Agenda

	Tab 1 - Minutes

	Tab 2 - Endowment & Operating Funds Update Report

	Tab 3 - Action on Items from Risk Committee

	Tab 4 - Private Markets Presentation

	Tab 5 - UTIMCO Organization Update

	Tab 5 - Org Chart

	Tab 6 - Corporate Officers

	Tab 6 - Key Employees

	Tab 7 - Policy Committee Report

	Tab 8 - Audit & Ethics Report

	Tab 9 - Compensation Committee Report

	Tab 10 - External Investment Consultant Contract

	Tab 11 - Investment Environment & Opportunities


