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UTIMCO BOARD OF DIRECTORS
MEETING AGENDA
July 23, 2008

UTIMCO
401 Congress Ave., Ste. 2800
Austin, Texas 78701
Time fem# Agenda ltem

Begin End
Open Session:
12:00 p.m. 12:05 p.m. 1 Call to Order/Discussion and Appropriate Action related to Minutes of April 25,

2008 Meeting”
12:05 p.m. 1:00 p.m. Endowment and Operating Funds Update Report
1:00 p.m. 1:30 p.m. Discussion of Investment Strateqy Review 2008

1:30 p.m. 1:50 p.m. Repon from Hisk Commitiee

=2 I~ ¢ B ]

1:50 p.m. 2:15 p.m. Report from Policy Committee
- Discussion and Appropriate Action Relaled to Investment Policy
Statements*, ™

- Discussion and Appropriate Action Related to Code of Ethics*,™

2:15 p.m. 2:35 p.m, 6 Report from Audit and Ethics Committee
- Discussion and Appropriate Action Related to Corporate Auditor

2:35 p.m. 3:35p.m, 7 Report from Compensation Committee:

Executive Session

Pursuant to section 551.074, Texas Government Code, the Board of Directors

may convene in Executive Session to deliberate individual personnel matters,

Reconvene into Open Session

- Compensation Committee Report

- Discussion and Appropriate Action Related to the Adoption of the UTIMCO
Compensation Program, effective July 1, 2008*™

- Discussion and Appropriate Action Related to CEO’s Base Salary for 2008-
09 fiscal year®

- Discussion and Appropriate Action Related to CEO’s Performance Goais*

- Discussion and Appropriate Action Related fo Designation of Employees in
Eligible Positions as participants in the UTIMCO Compensation Program
for the 2008-09 performance period”

3:35 p.m. 4:00 p.m. 8 Discussion and Approptiate Action Related to UTIMCO 2008-09 Budget *, ™

4:00 p.m. 4:15 p.m. 9 Discussion and Appropfiate Action Relaled to the Pooling of the More
Correlated and Constrained (MCC) Investments”

415 p.m. 4:45p.m. 10 Discussion of Investment Environment

4:45 p.m. 5:00 p.m. 11 Recess for Briefing Session pursuant to Texas Education Code Section
66.08(h)(2) related to Private Investment
Reconvene into Open Session
Discussion and Appropriate Action related to Private Investment”

500 p.m. Adjournment

* Action by resolution required
**Resolution requires further approval from the Board of Regents of The University of Texas System

Next Scheduled Meeting: November 7, 2008
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RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the meeting of the Board of Directors heid on April
25, 2008, be, and are hereby, approved.



MINUTES OF THE ANNUAL 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 9:20 a.m. on the 25% day of April 2008, in the Whitney
Room of the Four Seasons Hotel, 1300 Lamar, Houston, Texas, said meeting having been called by the
Chairman, Robert B. Rowling, with notice provided fo 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:

Robeit B. Rowling, Chairman
Clint Carlson
J. Philip Ferguson
Colleen McHugh
Ardon E. Moore
Erle Nye
Charles W. Tate

Director Erle Nye participated by means of conference telephone enabling all persons participating in the
meeting to hear each other. Accordingly, a majority and quorum of the Board was in attendance. Directors
Mark Yudof and Paul Foster did not attend the meeting. Also attending the meeting were H. Scott Caven,
Jr., Chairman of the UT System Board of Regents; 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 and Chief
Compliance Office 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; Lindel Eakman, Managing Director — Private Markets; Bob Schau, Director — Real Estate
Investments; Mark Shoberg, Director — Private Markets; other Staff members, all of the Corporation; Jerry
Turner, external General Counsel for the Corporation; Keith Brown of the McCombs School of Business at
UT Austin; Jim Phillips, Charles Chaffin, Philip Aldridge, Anthony de Bruyn, William Huang, and John
Siettebo of UT System Administration; Bruce Myers, Hamilton Lee, and Jeanne Rogers of Cambridge
Associates; Greg Anderson of The Texas A&M University System; Brandon Bean of TRT Holdings; and
James H. Lee, Chairman of the TRS Board of Trustees.

Mr. Rowiing called the meeting to order at 3:20 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 January 30, 2008. 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
January 30, be, and are hereby, approved.

Audit and Ethics Committee Report

Mr. Rowling asked Mr. Nye lo give a report from the Audit and Ethics Commitiee. Mr. Nye stated that the
Audit and Ethics Committee met on April 15, 2008. The Committee reviewed the unaudited financial
statemnents for the six months ended February 29, 2008 for the Investment Funds and the Corporation, as
well as other compliance, reporting and audit issues. Staff and Mr. Chaffin also updated the Committee on
the contract discussions with Deloitte & Touche, LLP. Mr. Chaffin reported that the UT System 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 the Corporation, although fee negotiations were
ongoing at the time of the meeting. The Committee heard reports from Ms. Gonzalez regarding general
compliance and institutional compliance reporting and from UT System Audit office and Barb Davison of
Investment Training and Consulting, Inc. ("ITCI"} regarding their co-managed audit with UT System Audit
Office.

Risk Committee Report

Mr. Rowling asked Mr. Tate to report on the last meeting of the Risk Committee. Mr. Tate stated that the
Committee met on April 15, 2008 and had received and discussed a risk report update, compliance
reporting update, and new mandate categorizations. The materials provided to the Committee represented
the mandate categorizations prepared by Staff through March 31, 2008, that had not previously been
presented to the Committee for review and approval or re-categorization, as appropriate. The Staff
requested that the Committee recommend any additional changes and approve, or re-categorize, as
appropriate, the mandate classifications. The Commitiee approved the Staff's recommendations. The
Committee also requested that the CIO report separately at each subsequent Committee meeting if there
has not been a mandate re-categerization.

Also discussed at the Committee meeting were recommended distribution rates for the Permanent
University Fund (PUF), Permanent Health Fund (PHF), Long Term Fund {LTF} and Intermediate Term
Fund (ITF} for the fiscal year ending August 31, 2009. Mr. Zimmerman had given the Commiltee an
overview of the calculation process and details of the recommended distributions rates and the Committee
approved the distribution rates at its meeting. Mr. Zimmerman explained to the Board that each of the
Funds’ respective investment Policy Statements provide guidelines to calculate the distribution amount or
rate and provides the spending policy objectives of the Fund. He also stated that the UT System Board of
Regents recently approved an increase in the distribution rate for the Permanent University Fund from
4.75% to 5.0% if certain criteria are met, The Committee recommended Board approval for 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 $6.0528 per unit and the distribution rate for the LTF be increased from $0.2929
per unit to $0.3024 per unit, both effective with the November 30, 2008 distributions; and 3) the distribution



rate for the ITF remains at 3.0% per annum. Upon motion duly made and seconded, the following
resolution was unanimously adopted:

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 per unit and
the distribution rate for the Long Term Fund be increased from $0.2929 per unit fo
$0.3024 per unit for fiscal year 2009, both 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; and

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 (o approval by the Board of Regents of The University of Texas

System.

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, February 29, 2008. The net
performance for the one-month period ended February 29, 2008, for the Permanent University Fund (PUF)
was 1.64% and for the General Endowment Fund (GEF) was 1.58%, versus benchmark returns of 0.83%
for each fund. The net performance for the one-year period ended February 29, 2008, for the PUF and
GEF were 8.86% and 9.26%, respectively, versus benchmark returns of 6.72% for each fund. The
Intermediate Term Fund’s (ITF) performance was 1.21% versus its benchmark return of 0.62% for the one-
month period, and was 7.42% versus its benchmark return of 3.34% for the one-year period ended
February 29, 2008. Performance for the Short Term Fund (STF) was 0.31% versus 0.15% for its
benchmark return for the one-month period, and was 5.20% versus a benchmark return of 4.86% for the
one-year period ended February 29, 2008. Mr. Zimmerman reviewed portfoiio 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 February 29, 2008, 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 was a comprehensive derivative report as of February 29, 2008. Mr.
Zimmerman, Ms. Iberg, Mr. Eakman, Mr. Yoeli and Mr. Myers answered the Directors’ questions.

Private Markets Presentation

Mr. Rowling asked Mr. Eakman to give his presentation on the Private Markets group. A Private Markets
Presentation was handed out. Mr. Eakman infroduced new employees, gave a program overview and a
oortfolio update of the existing private markets portfolio. Mr. Eakman, Mr. Shoberg and Mr. Bigham also



gave an update on portfofio performance and the secondary sale and discussed commitment straiegy. Mr.
Nye left the meeting during this presentation.

The meeting was recessed at 11:30 am. Mr, Tale left the meeting at this time. The Board of the
Corporation reconvened in an open meeting at the same meeting location at 2:05 p.m.

Proposed Investment

Mr. Rowling called for a motion approving a proposed investment in Emerald Hill Capital Pariners Hl, LP.
" The recommendation and resoiution for this item was handed out at the meeting. The Private Markets
investments Staff is requesting approval to commit up to $60,000,000 to Emerald Hill Capital Partners |i,
L.P. (the “Fund”). The UTIMCO Board had previously been provided with the invesiment recommendation
and a Board member had requested Staff discuss this proposed investment with the Board af its next
meeting. The Permanent University Fund {"PUF") and the General Endowment Fund ("GEF") will invest in
the Fund. Upon motion duly made and seconded, the following resolution was unanimously adopted:

WHEREAS, the Board has reviewed the Corporation’s Investment
Recommendation to use assets of 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”) to acquire up to a $60 million combined
institutional investment interest (the "Investment’) in Emerald Hill Capital
Partners il, L.P.; and

WHEREAS, the Corporation has determined that the Investment does not
constitute an agreement or iransaction entered into in violation of Subsection

66.08(i) of the Texas Education Code.

NOW, THEREFORE, BE IT RESOLVED, that the terms and provisions of the
proposed investment as described in the Investment Recommendation dated April
2, 2008, for Emerald Hill Capital Partners N, L.P. be approved; and be it further

RESOLVED, that the CEQ and Chief Investment Officer, the President and Deputy
ClO, and any Managing Director of this Corporation be, and each of them hereby
is, authorized o make such further revisions fo the terms and provisions as may
be necessary or in the best interests of this Corporation, excluding an increase in
the amount of the capital commitment to Emerald Hill Capital Partners Il, L.P.;
and be it further

RESOLVED, that the CEO and Chief Investment Officer, the President and Deputy
Cl0, any Managing Director, 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 fo be done all such acts or things and fo sign and deliver, or cause to be
signed and delivered, all such documents, instruments and certificates (including,
without limitation, all notices and certificates required or permitted to be given or
made under the terms of the Investment), in the name and on behalf of the
Corporation, in its capacity as the invesiment 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
resolutions and fo perform the obligations of the UT Funds under the Investment
and the instruments referred to therein.

Funds Update Continued

Mr. Zimmerman completed the Funds Update by discussing the investment activities and report on
investment transactions made under the Delegation of Authority for the period beginning January 16, 2008,
and ending March 31, 2008 and an update on ITF including ranges, target allocations, risk budget and a
four-way risk decomposition as of February 29, 2008 using new investment strategy. Mr. Nye re-joined the
meeting at this fime, participating by means of conference telephone enabling all persons participating in
the meeting o hear each other.  Mr. Zimmerman completed the funds update by reporting on new
confracts and existing contract renewals, leases, and other commercial arrangements for January 16, 2008
through April 7, 2008.

Organization Update

Mr. Rowling asked Mr. Zimmerman to give background on new hires. Mr. Zimmerman then presented
Corpaoration expenses versus budget, hiring summary, and an updated Organization Chart summarizing
recent hires. He briefly touched on Corporation facifity upgrades, the Investment Committee, technology,
travel and legislative/public affairs.

Corporate Resolutions

Mr. Rowling and Mr. Zimmerman continued by recommending approval of two corporate resolutions. Upon
motion duly made and seconded, the following resolutions were unanimously adopted:

RESOLVED, that the following persons are hereby appointed to 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 Moelier Managing Direclor, Treasurer and Secrelary

Christy Wallace Assistant Secretary



BE IT FURTHER 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

Policy Committee Report

Mr. Rowling asked Ms. McHugh to give a report from the Policy Committee. Ms. McHugh stated that the
Policy Committee met on April 15, 2008. At the meeting, the Committee discussed at length proposed
amendments to the UTIMCO Travel Guidelines. Ms. McHugh gave an overview of proposed changes
recommended by the Staff, using the rule of thumb to be conservative but fair. These Guidelines provide
UTIMCO employees with informaticn regarding, and guidance about, the procedures and responsibilities
for traveling on company business. The proposed amendments were approved by the Committee.

Joint Policy and Audit and Ethics Committee Report

Mr. Rowling reported that the Policy Committee and Audit and Ethics Committee participated in a joint
meeting fo review and discuss proposed changes fo the Code of Ethics, but no action was taken. The draft
changes will be reviewed by the UT System Board of Regents at their next meeting.

Compensation Committee Report

Mr. Rowling asked Mr. Ferguson to give a report from the Compensation Committee. Mr. Ferguson said
the Compensation Commitiee has met twice since the last Board meeting, on April 1 and again this
morning. He commended the committee members for their time and the knowledge they provide to the
Committee. The Committee's agendas have included discussion and review of the Corporation’s peer
group, discussion and review of the compensation policy and plan design, discussion and review of
performance measurement standards for the Compensation Program and discussion of employee benefits.
Also discussed by the Committee were the performance measurement standards for the Compensation
Program. The Committee updated the Board on the Commitiee’s progress related to the plan design.



Investment Consultant Contract Renewal

Mr. Rowling asked Mr. Zimmerman {o give an overview on the Cambridge Associates contract renewal.
Mr. Zimmerman reported that the prior Cambridge Associales 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 fo a specialist consultant formal. The current team of
consultants wilf remain available on a monthly basis via telephone to serve as a sounding board for ideas
sourced by UTIMCO'’s staff. The general consulting services have also been reduced. A comprehensive
asset aliocation 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 lwo via conference call.) Additional consulting services, if any, will be provided
and billed at Cambridge Associate’s standard fees. Mr. Zimmerman and Staff recommended approval of
Cambridge Associates as the external investment consultant for the Corporation. Upon motion duly made
and seconded, the foliowing resofution was unanimously adopted:

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.

Investment Environment Discussion

Mr. Zimmerman stated that this agenda item is to allow the Board members to discuss current investment
environment issues. He opened the discussion with opportunities the Staff sees and how those
opportunities play out in relation to the portfolio allecation. A handout was provided that showed trends in
Private Markets Invesiments as a percentage of the total endowment, percentage of change in value and
target by asset class. The Directors discussed this specific topic and the current market environment prior

{o adjournment. Mr-Nye-left-the meeting-during-this-discussion:

There being no further business to come before the Board of Directors, the meeting was adjourned at
approximately 3:26 p.m.

Secretary:

Joan Moeller

Approved: Date:
Robert B. Rowling
Chairman, Board of Directors of
The University of Texas Investment
Management Company
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Rolling 12 Month Risk Estimate of Current GEF Portfolio
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GEF Risk Allocation Over Time
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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 April 8, 2008 through July 7, 2008
(Total Obligation per Agreement greater than $50,000)

Annual
Agreement l Purpose Contract Term j Amount
None ‘ ]
Services that renew via invoice on a monthly or quarterly basis:
; . . Renews quarterly via
Bloomberg Alf-znione investment p latform 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 N
Factset Research Systems Analytical tool for performance Moenthly invoice $280,526
Albourne America LLC Advisor to Marketable Alternative staff LMonthly invoice $400,000
_ |




TAB 3



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

Description:

Recommendation;

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

Discussion of Investment Strategy Review 2008

Staff

Zimmerman

Discussion item

Mr. Zimmerman will present the Investment Strategy Review. The objective of this
year's investment strategy review is fo assess the portfolio’s current position in
relation to the initial multi-year plan and recent/expected market conditions and
recommend “mid-course corrections” fo the originally proposed multi-year
implementation plan as well as to recommend targets and ranges for FY 2011,

None

Investment Strategy Review Presentation
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Agenda ltem:

Developed By:

Presented By:

Type of ltem:

Description:

Discussion

Agenda ltem
UTIMCO Board of Directors Meeting
' July 23, 2008

Report from Risk Committee
Staff

Tate

Discussion item

The Risk Committee ("Committee”) will meet on July 15, 2008, separately and
jointly with the Policy Commitiee. The Committee's agenda includes (1)
discussion and appropriate action related o proposed amendments fo investment
policies; {2) review and discussion of risk reporting; (3) review and discussion of
compliance reporting; and (4) discussion and appropriate action related to
categorization of new investment mandates and re-categorization of investment
mandate.

The Mandate Categorization Procedure ("Procedure”) was originally adopted by
the UTIMCO Board on November 29, 2007. The Procedure was amended
January 30, 2008, with an effective date of March 1, 2008. 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 Permanent University Fund
(“‘PUF", General Endowment Fund ("GEF"), and Intermediate Term Fund {("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 Commitiee will have a joint meeting with the Policy Committee fo discuss
staffs recommended amendments fo the Exhibits of the Investment Policy
Statements of the Permanent University Fund, General Endowment Fund,
Permanent Health Fund, Long Term Fund and the Intermediate Term Fund, and
the amendments to the Liquidity Policy. The discussion of the Investment Policy
Statements is covered in the Report from the Policy Commitiee under Tab 5 of
these materials.

The Committee will review and approve or re-categorize, as appropriate, the
mandate categorizations and re-cafegorizations prepared by staff for the period
beginning April 1, 2008, through June 30, 2008. The Procedure requires that all
new mandates be categorized by the Managing Directors, and that the Chief
Compliance Officer provide the Chief Investment Officer histher agreement or
recommended categorization, after which the Chief Investment Officer will
designate the Asset Class and Investment Type and report to the Risk Committee
at its next regular meeting for the Committee’s approval or re-categorization. The



Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

Procedure also requires staff to recommend re-categorizations of any existing
mandate if after the initial or annual categorization the Chief Investment Officer, a
Managing Director, or the Chief Compliance Officer become aware of a change(s)
in the investment characteristics of the mandate that warrant a re-categorization.
Staff is requesting that the Committee approve twenfy-one mandale
categorizations and one re-categorization. The Committee will report fo the
UTIMCO Board the results of its review of the Invesiment Mandate
Categorizations.

Routine activities of the Committee include reviewing the quarterly risk reporting,
compliance reporting, and risk reporting.

None

None
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Agenda ltem:

- Developed By:
Presented By:

Type of item:

Description:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

Report from Policy Committee, including Discussion and Appropriate Action
Related to Investment Policy Statements and Code of Ethics

Staff
McHugh, Tate

Action item; Action required by UTIMCO Board and by UT System Board of
Regents related to proposed amendments o the UTIMCO Code of Ethics and

Investment Policies

The Policy Committee (*Committee”) will meet on July 15, 2008, separately and
jointly with the Risk Committee. The Committee’s agenda includes (1) discussion
and appropriate action related to UTIMCO Code of Ethics; and (2) discussion and
appropriate action related fo proposed amendments to investment policies.

Texas Education Code Section 66.08(c){4) requires that the Board of Regents of
The University of Texas System (UT System) approve the Code of Ethics of The
University of Texas Investment Management Company ("UTIMCO"}. The Code of
Ethics ("Code”) sets forth the basic principles and guidelines for Directors and
Employees of UTIMCO. In accordance with the Audit Charler of the Audit and
Ethics Committee (the "Audit Charter’), the Audit and Ethics Committee (the
‘Commitiee”} reviewed the UTIMCO Code of Ethics and recommended its
proposed changes to the Policy Committee for concurrence and submission to the
UTIMCO Board for approval. The charter of the Policy Committee aiso requires
the Policy Committee to review proposed amendments to the Code of Ethics and
recommend to the UTIMCO Board the approval of such amendments. The current
Code of Ethics was reviewed in May of 2006 and approved by the Board of
Regents on July 13, 2006. The Code is submitted for the approval of the UTIMCO
Board with further approval by the U.T. Board required.

~ The Investment Management Services Agreement (IMSA) requires that UTIMCO

review the current Investment Polices for each Fund at least annually. The review
includes distribution  (spending) guidelines, long-term investment return
expectations and expected risk levels, Asset Class and Investment Type allocation
targets and ranges for each efigible Asset Class and Investment Type, expected
returns for each Asset Class, Investment Type, and Fund, designated
performance benchmarks for each Asset Class and/or Investment Type and such
other matlers as the U.T. Board or its staff designees may request. The
Investment Policies and Exhibits listed beiow are enclosed for the approval of the
UTIMCO Board with further approval by the U.T. Board required.

UTIMCO Code of Ethics
The draft changes to the Code are based on the joint efforts of Vinson & Elkins
LLP and UTIMCO Staff. The UT System Office of General Counsel has reviewed

i



Agenda ltem ‘
UTIMCO Board of Directors Meeting
July 23, 2008

the draft changes to the Code and finds that the changes are consistent with
Texas Education Code Section 66.08. The most significant changes fo the Code
include deletion of provisions prohibiting a Director's ability to invest, and
consequently, UTIMCO’s inability to invest, in private investmenis held by one or
the other. Under the proposed draft, Directors and UTIMCO would be permitted to
~ hold private investments in the same business entity so long as a Director’s private

investment does not constitute a pecuniary interest as defined by Section 3.01(b)
of the Code. Staff has additionally noted a few provisions in the Code that
necessitate additional ciarification. A general discussion of the draft changes was
presented o the Board of Regents of The University of Texas System at its May
meeting and will be submitied for actioh at a future meeting.

» Page 7, Section 1.11; added additional requirements for staff and Board
related to copying, removal, and return of confidential information to
UTIMCO.

s Page 8, Section 1.13(c}; broadened language regarding activities that
include entertainment or recreation to include "other sponsored events.”

s Page 12, Section 2.09(b), deleted explicit |anguage regarding
responsibility of UTIMCO office manager to provide address of the chair of

- the Audit & Ethics Committee.

o Page 13, Section 3.01; deleted "private investment in a business entity,
including an investment fund, controlled by the person” from the definition
of pecuniary interest.

¢ Pages 13-14, Sections 3.03-3.04; changed language to permit a Director
to invest in private investments also held by UTIMCO so long as the
Director's investment does not constitute a pecuniary interest as defined
by Section 3.01(b) of the Code.

s Page 15, Section 3.06; deleted references to Director regarding
divestment of private investments owned prior to the date on which the
Director assumed a position on the UTIMCO Board.

o Pages 15-16, Section 3.08; changed the Employee and Employee Entity
preclearance of personal securities transactions procedures to require
UTIMCO to maintain a list of securities holdings on the UTIMCO intranet
and only require employees fo obtain preclearance for those personal
securities included on the list on the trading day selected by the Employee
or Employee entity; also added exchange traded funds fo the list of
securities that do not require preclearance and a statement that an
Employee is prohibited from using advance knowledge of a UTIMCO
decision to buy or sell a security for the Employee’s personal gain,

» Page 17, Section 3.09; deleted references to "consultant” regarding a
Director's interest in a consultant as no Director has discretion fo select a
consultant.

s Page 19, Section 3.12; added provision prohibiting former Directors and
Employees from disclosing confidential information without UTIMCO's
written consent or except as permitted or required by law.

2



Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

» Page 20, Section 4.02(b}; added language to clarify that the approval to
postpone the deadline fo file the CEOQ's financial disclosure statement
must come from the chair of the UTIMCO Board.

e Page 21, Section 4.04; language changed and added to stale the
responsibilities of Director's and Employee’s with respect to certification of
pecuniary interests and ownership of private investments in a business
entity with which UTIMCO seeks to do business.

o Miscellaneous editorial changes

investment Policies
The Policy and Risk Committees (the "Committees”) will meet in a Joint Meeting
on July 15, 2008, and are expected to review and approve the following
Investment Policies and Exhibits to Investment Policies:
. Exhibit A - Permanent University Fund {PUF) Investment Policy Statement
(effective July 24, 2008 through August 31, 2008)
Exhibit A - General Endowment Fund (GEF} Investment Policy Statement
(effective July 24, 2008 through August 31, 2008)
« Exhibit B - Permanent Health Fund (PHF) Invesiment Policy Statement
(effective July 24, 2008 through August 31, 2008}
» Exhibit B - Long Term Fund (LTF) Investment Policy Statement (effective
July 24, 2008 through August 31, 2008)
. Exhibit A - Permanent University Fund {(PUF) Investment Policy Statement
(effective September 1, 2008}
. Exhibit A - General Endowment Fund {(GEF) Investment Policy Statement
(effective September 1, 2008)
. Exhibit B - Permanent Health Fund (PHF) investment Policy Statement
(effective Septerber 1, 2008)
+ Exhibit B - Long Term Fund (LTF) Investment Policy Statement {effective
September 1, 2008)
« Exhibit A - Intermediate Term Fund (ITF) Investment Policy Statement
(effective September 1, 2008}
. Liguidity Policy {effective August 13, 2008}

The Short Term Fund (STF) Investment Policy Statement and the Separately
invested Funds (SIF) Investment Policy Statement were reviewed by staff and
there are no recommended amendments. The STF Investment Policy Statement
and SIF Investment Policy Statement were amended by the Board of Regents in
November, 2005 and July 2006, respectively.

The Committees are being requested to approve mid-course correclions to
Exhibits A to the Investment Policy Statements for the PUF and GEF and Exhibits
B to the PHF and LTF Investment Policy Statements, for the fiscal year ending
August 31, 2008, to be effective July 24, 2008. Due fo the steep decline in public
equity markets, the potential is increasing for the ratio of Private Investments over
Toial Endowment Assets to exceed the upper limit (17.5%) established in the

3
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Investment Policy Statements effective March 1, 2008. The ratio of Private
Investments over Total Endowment Assets as of June 30, 2008, is 16.79% for the
PUF and 16.71% for the GEF, compared 1o a June 30, 2008 maximum range of
16.8% for each. Because this ratio is very dependent on overall fund
performance, it is impossible o establish with any certainty what the ratio will be at
the end of July or August. UTIMCO Staff has determined that it would be
imprudent to attempt to enter the secondary market o sell down a portion of
existing private investments during this period, which is the only direct lever
available to reduce this ratio. Additionally, the Staff believes that disrupting
UTIMCO’s Private Investments commitment program is inadvisable, particularly
given that it would not impact the ratio in the short term as well as the variable
nature of the ratio. Therefore, in order to remain in compliance with the
Investment Policy Statements, Staff recommends that the Private Investments
maximum range be increased to 20%, effective July 24, 2008. Exhibits A of the
PUF, GEF (Exhibits B to the PHF and LTF Investment Policy Statements) set forth
the revised maximum range for FY 2008 for Private Investments, effective July 24,
2008,

Exhibits to the Investment Policy Statements for the PUF, GEF, PHF, LTF, and
ITF, have been amended to reflect “mid-course corrections” to the implementation
pian proposed for FY 09 and FY 10 as well as to recommend targets and ranges
through FY 2011, as discussed in Mr. Zimmerman's presentation “Investment
Strategy Review 2008 included in Tab 3. In addition, the Exhibits reflect the
staff's following recommendations related to revisions to the benchmarks:

« Clarify that the Real Estate benchmark, the NAREIT Equity Index, means
the FTSE EPRA/NAREIT Global Index. Mr. Zimmerman has previously
mentioned to the Committee that it was the original intent that the NAREIT
Equity Index be a global index and staff has consistently used the FTSE
EPRANAREIT as the index or benchmark since the March 1, 2008
effective date of the Investment Policy Statements.

+ Change the Natural Resources index from the Dow Jones-AlG
Commodity Index Total Return to a combination index of 50% Dow-Jones-
AIG Commodity Index Total Return and 50% MSCI World Natural
Resources Index.

« Change the benchmark of the Privale Investments Real Estate Asset
Ciass to the NACRIEF Custom Index instead of the Venture Economics

Custom index

Exhibits A of the PUF, GEF and ITF (Exhibits B in the PHF and LTF Investment
Policy Statements) set forth the revised Policy Porifolio Asset Class and
Investment Type targets and ranges for FY 2009, 2010, and 2011 and the revised
benchmarks. The Policy Benchmark targets will be reset monthly. In addition, the

4



Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

Expected Annual Retumn, Expected Target Annual Relum, and the one year
downside deviation have been adjusted to reflect the revised Asset Class and
investment Type targets for FY 200G and FY 2010.

The Liquidity Policy has been amended with the foliowing:

. Page 2, the Liquidity Policy Profile for the Endowment Funds has been
changed to incorporate new liquidity limits and trigger zones for the fiscal
years ending 2009 and 2010. Additionally, fiscal year ending 2011 has
been added,

. Page 3, the Liguidity Policy Profile for the ITF has been updated to add
fiscal year ending 2011.

.. Page 3, "Unfunded Commitments” maximum permitied amounts have
been changed for the fiscal years ending 2008, 2008, and 2010 and the
maximum permitted amount for fiscal year 2011 has been added.

The Committee will recommend appropriate action related fo the UTIMCO Code of
Ethics. The Commitiees will recommend appropriate action related to the
Investment Policy Statements for the PUF, GEF, PHF, and LTF, for the fiscal year
ending August 31, 2008, effective July 24, 2008. The Committees will recommend
appropriate action related to the nvestment Policy Statements for the PUF, GEF,
PHF, LTF, and the ITF, for the fiscal years 2009, 2010, and 2011 beginning
September 1, 2008, and the Liquidity Policy effective August 13, 2008.

UTIMCO Code of Ethics

Exhibit A~ PUF Investment Policy Statement, effective July 24, 2008
Exhibit A - GEF Investment Policy Statement, effective July 24, 2008
Exhibit B - PHF Investment Policy Statement, effective July 24, 2008
Exhibit B — LTF Investment Policy Statement, effective July 24, 2008
Exhibit A — PUF Investment Policy Statement, effective September 1, 2008
Exhibit A ~ GEF Investment Policy Statement, effective September 1, 2008
Exhibit B ~ PHF Investment Policy Statement, effective September 1, 2008
Exhibit B - L.TF Investment Policy Statement, effective September 1, 2008
Exhibit A — ITF Investment Policy Statement, effective September 1, 2008
Liquidity Policy, effective August 13, 2008



| RESOLUTION RELATED TO CODE OF ETHICS |

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



RESOLUTION RELATED TO INVESTMENT POLICIES

RESOLVED, that amendments to the Exhibits of the Investment Policy
Statements of the Permanent University Fund, General Endowment Fund,
Permanent Health Fund, Long Term Fund, and Intermediate Term Fund,
and the Liquidity Policy, as presented be, and are hereby, approved,
subject to approval by the Board of Regents of The University of Texas

System.
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THE UNIVERSITY OF TEXAS INVESTMENT
MANAGEMENT COMPANY
CODE OF ETHICS

Subchapter A. GENERAL PROVISIONS

Sec. 1.01. General Principles. (a) The Board of Regents of The University of
Texas System has ultimate fiduciary responsibility for causing the funds
within its investment authority to be managed in accordance with
applicable law.

(b} The standard mandated by Article VII, Section 11hb, of the Texas
Constitution concerning the permanent university fund, the standard
mandated by the Board of Regents concerning all of the funds within its
investment authority under the Investment Management Services
Agreement between the Board of Regents and The University of Texas
Investment Management Company (UTIMCO), and the standard
mandated by the Board of Regents’ Investment Policy Statements require
those funds to be invested in such investments that “prudent investors,
exercising reasonable care, skill, and caution, would acquire or retain in
light of the purposes, terms, distribution requirements, and other
circumstances of the fund then prevailing, taking into consideration the
investment of the assets of the fund rather than a single investment.”

{c) Pursuant to the Investment Management Services Agreement, the
Board of Regents has appointed UTIMCO as its investment manager with
respect to those funds for which the Board of Regents has investment
responsibility. In the agreement, UTIMCO has acknowledged that it acts
as a fiduciary of the Board of Regents in the discharge of its investment
management responsibilities and is obligated to manage the investments
of the funds pursuant to policies of the Board of Regents that incorporate
and adhere to the prudent investor standard. Accordingly, both the
Board of Regents and UTIMCO have fiduciary interests in assuring that
the directerDirectors and empleyeeEmployees of UTIMCO possess the
requisite knowledge, skill, and experience to manage the funds in
accordance with the prudent investor standard described in Subsection
(b) of this section and other applicable law.

(d} This Code of Ethics (Code] sets forth the basic principles and
guidelines for direetorDirectors and employeeEmplovees of UTIMCO, in
addition to and in accordance with the requirements of Section 66.08 of
the Texas Education Code, the Texas Non-Profit Corporation Act, and
other applicable laws.



() This Code of Ethics anticipates that many of UTIMCO’s
direetorDirectors and empleyeeEmployees will be active investors, either
individually or on behalf of others, in the same asset categories as the
funds managed by UTIMCO on behalf of the Board of Regents. Without
seeking to disqualify those direetorDirectors and empleyeeEmplovees
from service to UTIMCO except to the extent necessary or appropriate to
avoid conflicts of interest or otherwise conform to applicable law, this
codeCode holds all direetorDirectors and empleyeeEmplovees to high
standards of conduct consistent with their special relationship of trust,
confidence, and responsibility to UTIMCO. This eodeCode also
recognizes UTIMCO’s unique role as the dedicated investment manager of
the Board of Regents in investing the funds in furtherance of the
education mission of the Board of Regents, the institutions of The
University of Texas System, and other beneficiaries of the funds.

(f) In addition to strict compliance with legal requirements, all
direetorDirectors and empleyeeEmployees are expected to be guided by
the basic principles of loyalty, prudence, honesty and fairness in
conducting UTIMCO’s affairs.

Sec. 1.02. Definitions. In this Code:
(1)  “Audit and eEthics eCommittee” means the standing audit-and

ethies—ecommitteeAudit and Ethics Committee established by
UTIMCO bylaws.

(2) “Board” means the Board of Directors of UTIMCO.

(3) “Board of Regents” means the Board of Regents of The University of
Texas System.
{4} __“CEQ” means the Chief Executive Officer of UTIMCO.

(54} “Chief Ceompliance Qefficer” means the person designated from
time to time as the chairmasn of the employeeEmployee Eethics and
Ceompliance Ceommittee.

(65) “Director” means a member of the Board of Directors of UTIMCO.

(67) “Director entity” means an investment fund or other entity
controlled by a UTIMCO direetorDirector.

(84 “Employee” means a person working for UTIMCO in an employer-
employee relationship.

(98) “Employee entity” means an investment fund or other entity
controlled by a UTIMCO employeeEmplovee.



(109)

(1136)

“General counsel” means the lawyer or firm of lawyers designated
from time to time as the external general-eeunselGeneral Counsel
of UTIMCO.

“Key emploveeEmplovee” means an emploveeEmployvee who
has been designated by the beardBoard as one who exercises

significant decision-making authority by virtue of the position the

empleyeeEmplovee holds with UTIMCO.

(1234)

“Personal securities transactions” means:

(A) transactions for a direeterDirector’s or employeeEmplovee’s
own account, including an individual retirement account; or

{(B) transactions for an account, other than an account over
which the direetorDirector or empleyeeEmplovee has no
direct or indirect influence or control, in which the
directorDirector or empleveeEmplovee, or the
directorDirector’s or empleyveeEmployee’s spouse, minor
child, or other dependent relative:

(i) is an income or principal beneficiary or other equity
owner of the account; or

(ii) receives compensation for managing the account for
the benefit of persons other than such person or his or
her family.

# ! " means-the-ehief executive-officer o UTIMECO-
: .

(13)

(14)

(15)

(16)

“Private investment” means any debt obligation or equity interest
that is not a publicly traded security, including a “private
investment” in a publicly traded company.

“Publicly traded company” means a business entity with a class of
securities that consists of publicly traded securities.

“Publicly traded securities” means securities of a class that is
listed on a national securities exchange or quoted on the NASDAQ
national market system in the United States or that is publicly
traded on any foreign stock exchange or other foreign market.

“Relative” means a person related within the third degree by
consanguinity or the second degree by affinity determined in



Sec.

accordance with Sections 573.021 - 573.025, Government Code,
For purposes of this definition:

(i) examples of a relative within the third degree by
consanguinity are a child, grandchild, great-
grandchild, parent, grandparent, great-grandparent,
brother, sister, uncle, aunt, niece, or nephew;

(i) examples of a relative within the second degree by
affinity are a spouse, a person related to a spouse
within the second degree by consanguinity, or a
spouse of such a person;

(iii) a person adopted into a family is considered a relative
on the same basis as a natural born family member;
and

(iv)] a person is considered a spouse even if the marriage
has been dissolved by death or divorce if there are
surviving children of that marriage.

(17} “UTIMCO” means The University of Texas Investment Management
Company.

(18) “UTIMCO entity” means an investment fund or other entity
controlled by UTIMCO.

1.03. Definition of “Control.” (a) For purposes of this eedeCode,
UTIMCO or a directorDirector or employeeEmployee is presumed to
control an investment fund or other entity if UTIMCO’s or the
directorDirector’s or empleyeeEmplovee’s management role with or
investment in the fund or entity enables UTIMCO or the directerDirector
or Employee, as appropriate, to direct the operating or financial
decisions of the fund or entity. However, the presumption of control by a
direetorDirector or empleyeeEmployee shall be rebutted if the general
ceunselGeneral Counsel advises the beoardBoard that, based upon a
review and confirmation of relevant facts provided by the respective
directorDirector or employeeEmployee, it is the opinion of the general
ecunselGeneral Counsel that the direeterDirector or empleyeeEmployee
does not have ultimate control of the operating or financial decisions of a
particular fund or entity.

(b)  Without limiting the provisions of Subsection (a), UTIMCO or a
direeterDirector or employeeEmployee is not presumed to control an
investment fund or other entity if UTIMCO or the directerDirector or



employeeEmplovee, as appropriate, does not have a management role, if
the terms of the investment do not give UTIMCO or the direectorDirector
or Employee, as appropriate, the legal right to direct the
operating or financial decisions of the fund or entity, and if UTIMCO or
the direeterDirector or empleyeeEmployee, as appropriate, does not
attempt to direct the operating or financial decisions.

Sec. 1.04. Decision-Making Based on Merit. (a) UTIMCO directerDirectors
and employeeEmplovees shall base UTIMCO business transactions on
professional integrity and competence, financial merit and benefit to
UTIMCO, and, if required or prudent, on a competitive basis.

(b} UTIMCO direetorDirectors and e Emplovees may not base
any UTIMCO business decisions on family or personal relationships.

Sec. 1.05. Compliance with Law. Directors and employeeEmployees shall
comply with all applicable laws, and should be specifically knowledgeable
of Section 66.08, Education Code (Investment Management), Section
39.02, Penal Code (Abuse of Official Capacity), and Section 39.06, Penal
Code (Misuse of Official Information).

Sec. 1.06. Compliance with Professional Standards. Directors and
employeeEmplovees who are members of professional organizations,
such as the CFA Institute, shall comply with any standards of conduct
adopted by the organizations of which they are members.

Sec. 1.07. Accounting and Operating Controls. Directors and
employeeEmplovees shall observe the accounting and operating controls
established by law and UTIMCO policies, including restrictions and
prohibitions on the use of UTIMCO property for personal or other
purposes not related to UTIMCO business,

Sec. 1.08. General Standards of Conduct for Directors and Employees.
(a) It is the policy of UTIMCO that a diresterDirector or emmpleyeeEmployee
should not:

(1) accept or solicit any gift, favor, or service that might
reasonably tend to influence the direetorDirector or
employeeEmplovee in the discharge of his or her duties for
UTIMCO or that the direetorDirector or employeeEmplovee
knows or should know is being offered with the intent to
influence the direetorDirector’s or Emplovee’s
conduct on behalf of UTIMCO;

(2) accept other employment or engage in a business or
professional  activity that the  directerDirector or



} empleyeeEmployee might reasonably expect would require or
induce the direeterDirector or empleyeeEmplovee to disclose
confidential information acquired by reason of his or her
position with UTIMCO;

[3) accept other employment or compensation that could
’ reasonably be expected to impair the direetorDirector’s or

employveeEmployee’s independence of judgment in the
performance of his or her duties for UTIMCQO;

(4) make personal investments that could reasonably be

expected to create a substantial conflict between the

[ direetorDirector’s or employeeEmployee’s private interest and
the interests of UTIMCO; or

{5) intentionally or knowingly solicit, accept, or agree to accept
any benefit for having exercised the direetorDirector’s or
employveeEmployee’s authority or performed the
direetorDirector’s or employeeEmployee’s duties at UTIMCO
in favor of another.

| Sec. 1.09. Honmesty and Loyalty. (a) Directors and employeeEmployvees shall
be honest in the exercise of their duties and may not take actions that
will discredit UTIMCO.

(p)  Directors and empleyeeEmplovees should be loyal to the interests
of UTIMCO to the extent that the-their loyalty is not in conflict with other
duties that legally have priority.

Sec. 1.10. Relationship with UTIMCO Not Used for Personal Gain.
| (a)  Directors and employeeEmployees may not use their relationship
with UTIMCO to seek or obtain personal gain beyond agreed
compensation or any properly authorized expense reimbursement.

(b}  This section does not prohibit the use of UTIMCO as a reference or
prohibit communicating to others the fact that a relationship with
UTIMCO exists as long as no misrepresentation is involved.

| Sec. 1.11. Confidential Information. (a) Directors and empleyeeEmplovees
may not disclose confidential information unless duly authorized
personnel determine that the disclosure is either permitted or required
by law.

| (b} Directors and employeeEmplovees shall use confidential
information for UTIMCO purposes and not for their own personal gain or
| for the gain of third parties.



|
|

{c} Directors and Emplovees may not copy confidential information,

for any reason, except as required to fulfill their duties for UTIMCO.

(d) Emplovees may not remove confidential information from the

premises of UTIMCO, except as required to fulfill their duties for UTIMCO
and then onlv for so long as required to fulfill their duties.

(e}  Emplovees must return to UTIMCO 2all confidential information in

their possession immediately upon request or immediately upon the
termination of Emplovee’s employment with UTIMCQO, whichever comes
first,

Sec. 1.12. Nepotism. (a) UTIMCO may not employ a person who is a relative

of a directerDirector. This subsection does not prohibit the continued
employment of a person who has been working for UTIMCO for at least
30 consecutive days before the date of the related directerDirector’s
appointment.

(b) UTIMCO may not employ a person who is a relative of a keyKey
empleyeeEmplovee, of a consultant, or of any owner, director, or officer of
a consultant.  This subsection does not prohibit the continued
employment of a person who has been working for UTIMCO for at least
30 consecutive days:

(1} Dbefore the date of the selection of the keyKey
employeeEmployee or consultant; or

{2)  before becoming a relative.

{c) An employeeEmplovee may not exercise discretionary authority to
hire, evaluate, or promote a relative.

{d) An empleyeeEmployee may not directly or indirectly supervise a
relative. In this subsection, “supervise” means to oversee with the
powers of direction and decision-making the implementation of one’s own
or another’s infentions, and normally involves assigning duties,
overseeing and evaluating work, and approving leave.

(e}  This section does not prohibit the employment of a relative of an
employeeEmployee for a short-term special project as a non-exempt
eraployeeEmplovee if the emaployeeEmployee seeking to employ a relative
discloses the relationship in advance to the Cehief Ceompliance Oefficer
and obtains prior approval from that officer for the employment.



Sec. 1.13. Gifts and Entertainment. {a) A directerDirector or

€
€

Employee may not accept a gift that the directorDirector or
Emplovee knows or should know is being offered or given

because of the direeterDirector’s or employeeEmployee’s position with
UTIMCO. This prohibition applies to gifts solicited or accepted for the
personal benefit of the direetorDirector or employeeEmployee as well as
to gifts to third parties.

(b)  The prohibitions in this eedeCode do not apply to the following
gifts if acceptance does not violate a law:

(1)

(@)

gifts given on special occasions between employeeEmplovees
and/or direetorDirectors;

books, pamphlets, articles, or other similar materials that
contain information directly related to the job duties of a
directorDirector or employeeEmployee and that are accepted
by the directorDirector or employeeEmployvee on behalf of
UTIMCO for use in performing his or her job duties;

gifts from the relatives of a directerDirector or
empleoyeeEmployee that are based solely on a personal
relationship between the directorDirector or

employeeEmplovee and his or her relative;

business meals and receptions when the donor or a
representative of the donor is present;

ground transportation in connection with business meetings,
meals, or receptions;

fees for seminars or conferences that relate to the
direetorDirector’s or empleyeeEmployee’s job duties and that
are sponsored by UTIMCO’s consultants or agents,
prospective consultants or agents, or persons or entities
whose interests may be affected by UTIMCO; and

items of nominal intrinsic value, such as modest items of
food and refreshment on infrequent occasions, gifts en
speeiadon special occasions, and unsolicited advertising or
promotional material such as plaques, certificates, trophies,
paperweights, calendars, note pads, and pencils, but
excluding cash or negotiable instruments,

(c) Attendance of directorDirectors or employeeEmployees at
seminars, er -conferences or other sponsored events _that involve
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entertainment or recreation and that are -sponseredhosted in person and
paid for by UTIMCO’s consultants or agents, prospective consultants or
agents, or persons or entities who interests may be affected by UTIMCO
may in some cases be in the best interest of UTIMCO. An
employeeEmployee must obtain specific written approval to attend such
events from the presidentCEO or Cehief Ceompliance Qefficer. Approval
may be withheld for elaborate entertainment events such as ski trips,
hunting trips, or stays at expensive resorts.

(d) A directerDirector or empleveeEmployee may not accept a gift if the
source of the gift is not identified or if the direetorDirector or
empleyveeEmplovee knows or has reason to know that a prohibited gift is
being offered through an intermediary.

(e} A direeterDirector or Employvee who receives a prohibited
gift should return the gift to its source or, if that is not possible or
feasible, donate the gift to charity.

1.14. Communications with General Counsel, When the general
counselGeneral Counsel of UTIMCO is a firm of lawyers, one principal
within that firm must be identified to receive all written and oral
communications made pursuant to this cedeCode.

Sec. 1.15. Key Employees. The beardBoard shall designate by position with

UTIMCO those empleyeeEmployees who exercise significant decision-

making  authority. These  employeeEmplovees are  “Kkey
employeeEmplovees” for purposes of this eedeCode.

Subchapter B. CONFLICTS OF INTEREST

Sec. 2.01. Definition of Conflict of Interest. (a) A conflict of interest exists

for a direetorDirector or empleyeeEmployee when the directorDirector or
employeeEmplovee has a personal or private commercial or business
relationship that could reasonably be expected to diminish the
direetorDirector’'s or empleyeeEmployee’s independence of judgment in
the performance of the direstorDirector’s or employeeEmployee’s
responsibilities to UTIMCO.

(b)  For example, a person’s independence of judgment is diminished
when the person is in a position to take action or not take action with
respect to UTIMCO or its business and the act or failure to act is or
reasonably appears to be influenced by considerations of personal gain
or benefit rather than motivated by the interests of UTIMCO.

Sec. 2.02. Exceptions for Minimal Stock Ownership. It is not a conflict of

|

interest solely because a direetor-Director or empleyee-Employee has an



investment in the stock of a publicly traded company that is owned,
purchased, sold, or otherwise dealt with by UTIMCO if the direetor’s
Director’s or employee’sEmployee’s interest in the stock is not more than
five percent of any class and if the director—Director or—employee
Employee is not a director or officer of the company.

Sec. 2.03. Duty to Avoid Conflicts of Interest. (a) Directors and

employeeEmplovees should avoid personal, employment, or business
relationships that create conflicts of interest.

{(b) A direeterDirector or employeeEmployee may not take action
personally or on behalf of UTIMCO that will result in a reasonably
foreseeable conflict of interest. If a direetorDirector or empleyeeEmployee
believes that an action is in the best interest of UTIMCO but could
foreseeably result in a conflict of interest, the direetorDirector must
disclose that fact to the General Counsel or the employeeEmplovee must
disclose that fact to the Cehief Ceompliance Qefficer before taking the
action.

Sec, 2.04, Duty to Disclose and Cure Conflicts. A directerDirector or

employeeEmployee who becomes aware of a conflict of interest has an
affirmative duty to disclose and cure the conilict in a manner provided
for in this eedeCode.

Sec. 2.05. Curing Conflicts of Interest. (a) A direeterDirector or

employveeEmployee who becomes aware, or reasonably should have
become aware, of a conflict of interest shall cure the conflict by promptly
eliminating it, except as provided by Subsection (b}.

(b) A direeterDirector or employeeEmplovee may cure a conflict by
prudently withdrawing from action on a particular matter in which a
conflict exists if:

(1)  the directerDirector or employeeEmployee may be and is
effectively separated from influencing the action taken;

(2}  the action may properly be taken by others;

(3) the nature of the conflict is not such that the
directorDirector or empleyeeEmployee must regularly and
consistently withdraw from decisions that are normally the
direetorDirector’s or employeeEmplovee’s responsibility with
respect to UTIMCO; and

(4)  the conflict is not a prohibited transaction resulting from a
directorDirector or emploveeEmployee having a pecuniary
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interest in a business entity as described in Section 3.01 of
this eedeCode.

{c) A direetorDirector or employveeEmployee who cannot or does not
wish to eliminate or cure a conflict of interest shall terminate his or her
relationship with UTIMCO as quickly as responsibly and legally possible.

Sec. 2.06. Disclosing and Refraining from Participation. (a) A

directorDirector must disclose any conflicts of interest regarding matters
that are before the Board, absent himself or herself from any relevant
deliberations, and refrain from voting on the matter.

(b} An employeeEmployee must disclose any conflicts of interest and
refrain from giving advice or making decisions about matters affected by
the conflict unless the Board, after consultation with the general
eounselGeneral Counsel, expressly waives the conflict.

Sec. 2.07. Waivers of Conflicts of Interest. (a) The Board shall decide at

an official meeting whether to waive any conflict of interest disclosed
under Section 2.06(b) of this eedeCode.

(b}  To assist it in deciding whether to grant waivers, the Board may
develop criteria for determining the kinds of relationships that do not
constitute material conflicts.

{c} Any waiver of a conflict of interest, including the reasons
supporting the waiver, must be included in the minutes of the meeting.

(d}  The Cehief Ceompliance OQefficer shall maintain records of all
waivers granted, including the reasons supporting the waivers.

Sec. 2.08. Procedures for Director’s Disclosure of Conflict of Interest. A

direetorDirector must disclose conflicts of interest in writing to the
ge&%al%asel(]:enerai Counsel before a UTIMCO Board meeting. If
disclosure is made at a Board meeting, the minutes of the meeting must
include the disclosure of the conflict.

Sec. 2.09. Procedures for Employee’s Disclosure of Conflict of Interest.

(a) An employeeEmployee must promptly disclose conflicts of interest in
writing to the eChief eCompliance eQfficer through the financial
disclosure and ethics compliance statement required by Section 4.03 of
this eedeCode. The eChief eCompliance eQfficer shall report to the
aAudit and eEthics eCommittee regarding the statements the officer
receives under this subsection.
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(b} If a person with a duty to disclose a conflict has a reasonable
cause to believe that disclosure to the eChief eCompliance eOfficer will be
ineffective, the person shall disclose the conflict to the eAudit and
eEthics eCommittee by ﬁlmg a written disclosure with the chairman of
the eCommittee. ACO : :
e#«the—ehaﬁm&&@f—%heeemmﬁte&

{c} A copy of the disclosure provided to either the eChief eCompliance
eQfficer or the aAudit and eEthics eCommittee shall be provided to the
eEmployee’s supervisor unless the person with the conflict of interest
believes that the disclosure would be detrimental to the resolution of the
conflict,

Sec. 2.10. Referrals. Referral of information from a direeterDirector related to
investment opportunities outside of a posted open meeting of the boardBoard
must be made using the procedures provided by the Regents’ Rules and
Regulations, Series 70201, Section 12.

Subchapter C. PROHIBITED TRANSACTIONS AND INTERESTS

Sec. 3.01. Prohibitions Related to UTIMCO. (a) UTIMCO or a UTIMCO
entity may not enter into an agreement or transaction with:

(1} a éirecterDirector or empleyeeEmployee acting in other than
an official capacity on behalf of UTIMCO;

(2) a directerDirector entity, empleyeeEmployee entity, or other
business entity, including an investment fund, in which a
direetorDirector or empleyeeEmplovee has a pecuniary
interest;

(3) a former directorDirector or empleyeeEmplovee, an
investment fund or other entity controlled by a former
direetorDirector or employeeEmployee, or a business entity
in which a former direetorDirector or employeeEmployee has
a pecuniary interest, on or before the first anniversary of the
date the person ceased to be a diresterDirector or

employeeEmployee; or

(4) an investment fund or account managed by a
direeterDirector, directerDirector entity, employeeEmplovee,
or e Emplovee entity as a fiduciary or agent for
compensation, other than funds for which the Board of
Regents has investment responsibility and for which
UTIMCO has been appointed as investment manager.

12



(b}  For purposes of this eedeCode, a person has a “pecuniary interest”
in a business entity if the person:

(1) owns five percent or more of the voting stock or shares of
theof the business entity; or

(2) owns five percent or more of the fair market value of the
business entity; or

(3) 8}——received more than five percent of the
person’s gross income for the preceding calendar year from
the business entity,;-or

@ . . in o busi i ineludi
investment-fundscontroled-by-the persons

Sec. 3.02. UTIMCO Investment Policies for Publicly Traded Companies.
UTIMCO and UTIMCO entities shall implement procedures and
safeguards to insure that none of the funds for which the Board of
Regents has investment responsibility and for which UTIMCO has been
appointed as investment manager is invested by UTIMCO or a UTIMCO
entity in the publicly traded securities of a publicly traded company in
which a directerDirector or empleyeeEmployee has a pecuniary interest.

Sec. 3.03. UTIMCO Investments in Private Investments of Certain
Business Entities. UTIMCO or a UTIMCO entity may not:

(1} invest in the private investments of a business
entity if a directorDirector or direetorDirector entity then
owns a pecuniarv_interest private-investment-in the same
business entity_as defined by Section 3.01(b} of this Code; or
unless:

. . tA) bk E hed E 1.]3 ]i P
I i oo it UTIMCO:




{4)

invest in the private investments of a business entity if an

Emplovee or Emploveecempleyee entity then owns a
private investment in the same business entity; or

execept-as—providedabovey-co-invest with a direetorDirector;
or direetorDirector entity, employvee,—or-empleyvee—entity in

the private investments of the same business entity_if after
the co-investment, the Director’s or Director entity’s private
investment constitutes a pecuniary interest in the business
entitv as defined by Section 3.01{b) of this Code; or-

co-invest with an Employee, or Emplovee entity in the

private investments of the same business entity.

Sec. 3.04. Director Investments in Private Investments of Certain
| Business Entities. (a) A directorDirector or a diresterDirector entity

may not:

(1

(2)

(3)

invest in the private investments of a business entity if
UTIMCO_or; a UTIMCO entity, an-employee—oran-employee
entity-then owns a private investment in the same business
entity_if after the investment, the Director’s or Director
entity’s private ipvestment constitutes a pecuniary interest
in the business entity as defined by Section 3.01(b} of this
Code; -or

co-invest with UTIMCO; or a UTIMCO entity>-an—employee;
or-an-employee-entity in the private investments of the same
business entity_if after the co-investment, the Director’s or
Director entity’s private investment constitutes a pecuniary
interest in the business entity as defined by Section 3.01(b}
of this Code; or

co-invest with an Emplovee or an Emplovee entitv in the

(b)  The

private investments of the same business entity.

prohibitions provided by this section apply to a

| direetorDirector’s spouse, minor children, or other dependent relatives.

Sec. 3.05. Employee Investments in Private Investments of Certain

| Business Entities. (a) An emploeyeeEmplovee or Emplovee
entity may not:

14



(1) invest in the private investments of a business entity if
UTIMCO, a UTIMCG entity, a directorDirector, or a directer
Director entity then owns a private investment in the same

business entitysentity; or

(2) co-invest with UTIMCO, a UTIMCO entity, a direeterDirector,
or a direetor-Director entity in the private investments of the
same business entity.

(b) The prohibitions provided by this section apply to an
employveeEmplovee’s spouse, minor children, or other dependent
relatives.

Sec. 3.06. Divestment Not Required For Certain Private Investments.

An director; wpe%eHaatyt—empley%Emgloyee— or Employee
entity that owns a private investment in a business entity on the date on

which the director—or—employeeEmployvee assumes a position with
UTIMCO is not required by Section 3:84-er 3.05 of this eedeCode to
divest that private investment as long as the private investment does not
constitute a pecuniary interest in a business entity as defined by Section
3.01(b) of this eedeCode. Any transactions concerning the private
investment that might occur after that date are subject to this eedeCode.

Sec. 3.07. Director Personal Securities Transactions. (a) A
direetorDirector or directerDirector entity may buy or sell a publicly
traded security of an issuer that is held by UTIMCO but may not engage
in a personal securities transaction if the direeterDirector has actual
knowledge that an internal portfolio manager of UTIMCO has placed a
buy/sell order for execution.

(b) The prohibition provided by this section applies to a
direeterDirector’s spouse, minor child, or other dependent relative.

Sec. 3.08. Employee Personal Securities Transactions., (a) Emplovees are
prohibited from using advance knowledge of a UTIMCO decision to buy
or sell a security for the personal financial gain of the Emplovee.

{b) An Emplovee or Emplovee entity mayv engage in a personal
securities transaction without obtaining preclearance for_the transaction
from the Chief Compliance Officer with respect to a security that is not a
security of an issuer that is held by UTIMCO and included on the
UTIMCO maintained list of securities holdings. The UTIMCO list of
securities_holdings will be posted on the UTIMCO intranet and updated
as_securities holdings change. An emplovee may rely on the posted list
when engaging in personal securities transactions.

15



{ca} Before an Employvee or Employee entity may engage in a personal

securities transaction with respect to a security of an issuer that is
included on the UTIMCO maintained list of securities holdings, the An

employeeEmployee or Emplovee entity may—net-engage—in—a

personal-securities—transaction-witheutmust obtaining preclearance for
each-the transaction from the ehief-compliance-efficerChief Compliance

Officer. Preclearance is effective for one trading day only.

(db) The chief-compliance-officerChief Compliance Officer shall verify
that no buy/sell order has been placed by a UTIMCO internal manager

for-securities-of the same-elass with respect fo the security of an issuer
held by and included on the UTIMCO maintained list of securities
holdings that is the subject of the Employee’s personal securities

transaction. If such a buy/sell order has been placed, an
emaployveeEmplovee or Emplovee entity may not conduct a-the

personal securities transaction for those securities until at least one
trading day after the buy/sell order has been completed or canceled.

(ee} The <chief—compliance—officerChief Compliance Officer shall

document preclearances in a personal securities transaction log for each
employeeEmployee, which will provide a record of all requests and
approvals or denials of preclearances.

(f&f An employeeEmplovee who engages in a personal securities
transaction must alse—provide transactional disclosure for each
transaction by completing a transactional disclosure form and filing it
with the ehief-eomplianeceofficerChief Compliance Officer not later than
the tenth calendar day after the trade date. The form must contain the:

(1) name and amount of the security involved;
{(2) date and nature of the transaction; -
(3)  price at which the transaction was effected; and

{4} name of the broker through whom the transaction was
effected.

(ge) The preclearance and transactional disclosure requirements apply
only to equity or equity-related transactions, including stocks,
convertibles, preferreds, options on securities, warrants, and rights, etc.,
for domestic and foreign securities, whether publicly traded or privately
placed. The preclearance and transactional disclosure requirements do
not apply to bonds other than convertible bonds, mutual funds, co-
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| mingled trust funds, exchange traded funds, financial futures, and
options on futures.

l (hf) This section applies to an employeeEmployee’s spouse, minor
child, or other dependent relative.

| Sec 3.09. Interest in Brokerage Firm-or Consultant. (a a} A direetorDirector
may not direct trades or exercise dzscretlon over the selection of
I brokerage firms.

| (b) An empleyeeEmplovee may not have stock or other ownership or
profit sharing interest in a brokerage firm selected by the

| empleyeeEmplovee for UTIMCO business if the empleyeeEmplovee has
the discretion to direct trading and therefore the discretion to select
brokerage firms.

| (dc) The restrictions provided by this section apply to:

| (1} stock held for an director’s—or—employeeEmplovee’s own

account;

{2)  stock or other ownership or profit sharing interests held by

I an director’s-or-employeeEmplovee’s spouse; or

(3)  stock held for an account, other than an account over which
the director-or-employeeEmplovee has no direct or indirect
influence or control, in which the director— or
empleyeeEmployee has a beneficial interest, such as
accounts involving the spouse, minor child, or other
dependent relative.

| (ed) The restrictions provided by this section do not prohibit the
ownership of stock in a company that may own stock in a brokerage firm

| or-econsultant-if the brokerage firm er-econsultant-is not the dominant or
primary business of the parent company.

Sec, 3.10. Employee’s Outside Employment or Business Activity. (a) An
employeeEmplovee may not engage in outside employment, business, or
other activities that detract from the ability to reasonably fulfill the full-
time responsibilities to UTIMCO.
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(b) A key—Key employeeEmplovee must obtain advance written
approval from the presidentCEQ for any outside employment or

business, including service as director, officer, or investment consultant
| or manager for another person or entity. The presidentCEO must obtain
advance approval from the Board for any outside employment.

| (c) An employeeEmplovee, with the prior approval of the Board, may
serve as a director of a company in which UTIMCO has directly invested
its assets. The Board’s approval must be conditioned on the extension of
UTIMCO’s Directors and Officers Insurance Policy coverage to the
employeeEmplovee’s service as director of the investee company. All
compensation paid to an empleyeeEmployee for service as director of an
investee company shall be endorsed to UTIMCO and applied against
UTIMCO’s fees.
Sec. 3.11. Further Restrictions on Directors and Employees, A
| directorDirector or empleyeeEmployee may not:

(1) participate in a matter before UTIMCO that involves a
business, contract, property, or investment held by the
person if it is reasonably foreseeable that UTIMCO action on
the matter would confer a benefit to the person by or
through the business, contract, property, or investment;

(2) recommend or cause discretionary UTIMCO business to be
transacted with or for the benefit of a relative;

(3] accept offers by reason of the person’s position with UTIMCO
to trade in any security or other investment on terms more
favorable than available to the general investing public;

(4}  borrow from investment managers, outside service providers,
professional advisors or consultants, banks, or other
financial institutions with which UTIMCO has a business
relationship unless the entity is normally engaged in such
lending in the usual course of business, in which case the
transaction must be on customary terms offered to others
under similar circumstances to finance proper and usual
activities; or

(5) represent any person in any action or proceeding before or
involving the interests of UTIMCO except as a duly
authorized representative or agent of UTIMCO.

Sec. 3.12. Former Directors and Employees. (a) A former direectorDirecior
or empleyveeEmployee may not make any communication to or
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appearance before a current direectorDirector or empleyeeEmployee
before the second anniversary, in the case of a former direeterDirector, or
the first anniversary, in the case of a former employeeEmplovee, of the
date the former direeterDirector or employeeEmployee ceased to be a
directerDirector or empleyeeEmplovee if the communication is made:

(1)  with the intent to influence; and

(2) on behalf of any person in connection with any matter on
which the former direetorDirector or empleyeeEmployee seeks
action by UTIMCO.

(b) A directerDirector or employeeEmplovee who knowingly
communicates with a former directorDirector or employveeEmplovee in
violation of this prohibition is subject to disciplinary action, including
removal from serving as a directerDirector.

(c] A former Director _or Employvee may not disclose confidential
information without UTIMCO’s written consent or except as permitted or
required by law.

Subchapter D. FINANCIAL DISCLOSURE, COMPLIANCE,
AND ENFORCEMENT

Sec. 4.01. Employee Ethics and Compliance Committee. () The

shall:

presidentCEQ shall appoint an Employee eBEthics and
eCompliance eCommittee composed of UTIMCO personnel.

(b) The Chief Compliance Officer appointed by the Audit and Ethics
Committee shall be the chairmasn of the empleyeeEmployee eEthics and

eCompliance eCommittee-is-the-chief-compliance-officer.
(¢} The employveeEmplovee eEthics and eCompliance eCommittee

(1)  provide ethics training for UTIMCO personnel; and

(2)  issue opinions on the proper interpretation of this eCode.
(d) An empleyeeEmplovee may file a writlen request with the
empleyeeEmployvee eEthics and eCompliance eCommittee for an opinion

on the proper interpretation of this eCode, and may rely on that opinion
with respect to compliance with this eCode.
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Sec.

4.02. Financial Disclosure Statements. (a) Directors and
employveeEmployees shall file financial disclosure statements with the

chiefeomplianee-officerChief Compliance Officer.

(b)  Directors and empleyeeEmployees shall file the financial disclosure
statement not later than the 30t day after the date of appointment or
employment, and not later than April 30 of each year thereafter. The
presidentCEQ may postpone a filing deadline for not more than 60 days
on the written request_of a Director or Emplovee (other than the CEQ], or
for an additional period for good cause as determined by the chairman of
the Board._A CEQ’s request to postpone his/her filing deadline must be
approved by the chair of the Board.

{c) UTIMCO must maintain a financial disclosure statement for at
least five years after the date it is filed.

({d)  Directors who are required to file disclosure statements with the
Texas Ethics Commission shall file those statements in the form
prescribed by law.

Sec. 4.03. Ethics Compliance Statements. (a) Directors and

employeeEmplovees, including acting or interim empleyeeEmployees,
must file ethics compliance statements with the chief-complianee

officerChief Compliance Officer.

(b}  Directors and employeeEmployees shall sign, date, and file the
ethics compliance statements not later than the 60t day after the date of
appointment or employment. Thereafter, any person who is a
direeterDirector or empleyeeEmplovee on December 31 of any year must
file the compliance statement not later than April 30 of the following
year.

(c) In the ethics compliance statement, the direetorDirector or
employeeEmplovee must acknowledge that he or she has received and
read this eedeCode, that he or she will comply with its provisions, and
that it is his or her duty to report any act by other direetorDirectors or
e Employees when he or she has knowledge of a violation of this
eedeCode. An empleyveeEmplovee must also acknowledge that adherence
to this eedeCode is a condition of employment. The statement must also
disclose any conflicts of interest or violations of the eedeCode of which
the direetorDirector or employeeEmplovee is aware.

(d} Key employeeEmplovees must acknowledge their key—Key
employeeEmplovee status in the ethics compliance statement.

20



(e) The ethics compliance statement must include a reminder that a
| direetorDirector or emploeyeeEmployvee is required to update a statement

if a change in circumstances occurs that would require reporting under
| this eedeCode.

(H An empleyeeEmpioye e’s signed statement shall be maintained in
the employeeEmplovee’s personnel file. The ehief-eompliance-officerChief

Compliance  Officer shall maintain the directerDirectors’ signed
statements.

Sec. 4.04. Certification of No Pecuniary Interest. (a) Before the Board
considers-enters into an agreement or transaction with a business entity,
including an investment fund-er-an-investment-in-a-business-entity, each
direetorDirector and key-Key employeeEmplovee shall certify that he or
she does not have a pecuniary interest, as defined by Section 3.01(b) of
this esdeCode, in the business entity.

{(b) Before the Board invests in the private investments of a business
entity, (i} each_Director shall certify that neither the Director nor any
Director entity has a pecuniary interest, as defined by Section 3.01(b] of
this Code, in the same business entity; and (ii) each Key Employvee shall
certify that neither the Key Employvee nor anv Kev Emplovee entity owns
a private investment in the same business entity.

Sec. 4.05. Disciplinary Action Disclosure Statements. (a) Directors and
| key—-Key empleyeeEmployees shall file disciplinary action disclosure
statements that disclose any proceedings, actions, or hearings by any
professional organization or other entity involving the direeterDirector or

key-Key empleyeeEmployee.

(b}  Directors and key—Key empleyeeEmplovees must file the
disciplinary action disclosure statement with the echief—compliance

officerChief Compliance Officer not later than April 30 of the first year of
designation as a direetorDirector or key-Key employeeEmployee.

| {c} A directorDirector or key-Kev empleyeeEmployee must promptly
update a statement if any action occurs that would cause a

l directorDirector’s or empleyeeEmployee’s answers to change.

Sec. 4.06. Custodian of Records. For open records purposes, the ehief
compliance—officerChief Compliance Officer is the custodian of the
disclosure statements required by this eedeCode.

Sec. 4.07. Enforcement. (a) The presidentCEQ is responsible for
implementing this eedeCode with respect to empleyeeEmployees. The
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Board shall enforce this eedeCode with respect to employeeEmplovees
through the presidentCEQ.

(b) An empleyeeEmplovee who violates this eedeCode may be subject
to the full range of disciplinary options under UTIMCO personnel policies
and practices, including termination.

(c) The Board shall enforce this eedeCode with respect to individual
direetorDirectors through resolutions of reprimand, censure, or other
appropriate parliamentary measures, including requests for resignation.

Sec. 4.08. Duty to Report. (a) A directorDirector who has knowledge of a

violation of this ecdeCode shall report the violation to the general
counselGeneral Counsel.

(b) An empleveeEmplovee who has knowledge of a violation of this
eodeCode shall report the violation to the chief-compliance—officerChief
Compliance Officer or to a member of the audit—and-—ethies
committeeAudit and Ethics Committee.

{c) Retaliatory action may not be taken against a person who makes a
good faith report of a violation involving another person.

Sec. 4.09. Notice to Audit and Ethics Committee. (a) The presidentCEO

shall notify the audit-and-ethiescommitteeAudit and Ethics Comumnittee
in writing not later than February 15 of each year concerning:

(1) any approval given for outside employment by keyKey
employeeEmployees, including the nature of the employment; and

(2) any disciplinary action disclosed by directerDirectors or keyKey
empleyeeEmplovees.
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The University of Texas Investment Management Company
Liguidity Policy

| Effective Date of Policy: Pecember-6-2067August 13, 2008
Original Effective Date of Policy: Auvgust 7, 2003
| Supersedes: Liquidity Policy dated November-10,2005December 6, 2007

Purpose:

The purpose of this Liquidity Policy is to establish limits on the overall liguidity profile of investments in
(1) the Permanent University Fund (PUF) and the General Endowment Fund (GEF), hereinafter
collectively referred to as the Endowment Funds and, (2) the Intermediate Term Fund (ITF). For the
purposes of this policy, “liquidity” is defined as a measure of the ability of an investment position to be
converted into a Cash position. The established liquidity profile limits will act in conjunction with, but do
not supersede, the Investment Policies adopted by the U. T. System Board of Regents.

Objective:

The objective of this Liquidity Policy is to control the element of total risk exposure of the Endowment
Funds and the ITF stemming from the uncertainties associated with the ability to convert longer term
investments to Cash to meet immediate needs or to change investment strategy, and the potential cost of

that conversion.

Scope:

This Liquidity Pelicy applies to all PUF, GEF, and ITF investments made by The University of Texas
Investment Management Company (UTIMCO), both by internal and by external managers. Policy
irnplementation will be managed at the aggregate UTIMCO level and will not be a responsibility of
individual internal or external managers managing a portion of the aggregate assets.

Definition of Liquidity Risk:

“Liquidity risk” is defined as that element of total risk resulting from the uncertainty associated with both
the cost and time period necessary to convert existing investment positions to Cash. Liquidity risk also
entails obligations relating to the unfunded portions of capital commitments. Liquidity risk can result in
lower than expected returns and reduced opportunity to make changes in investment positions to respond to
changes in capital market conditions. Modern finance theory asserts that liquidity risk is a systematic risk
factor that is incorporated into asset prices such that future longer-ferm returns will be higher for assets
with higher liquidity risk, although that may not be the case in the short term.

Definition of Cash:

Cash is defined as short term (generally securities with time to maturity or mandatory purchase or

redemption of three months or less), highly liquid investments that are readily convertible to known

amounts and which are subject to a relatively small risk of changes in value. Holdings may include:

the existing Dreyfus Institutional Preferred Money Market Fund mandate,

the Custodian’s late deposit interest bearing liguid investiment fund,

municipal short term securities,

commercial paper rated in the two highest quality classes by Moody’s Investor Service, Inc. (Pl

or P2) or Standard & Poor’s Corporation {Al or A2 or the equivalent),

s negotiable certificates of deposit with a bank that is associated with a holding company whose
short-term rating meets the commercial paper rating criteria specified above or that has a
certificate of deposit rating of 1 or better by Duff & Phelps, and

¢ repurchase agreemenis and reverse repurchase agreements transacted with a dealer that is
approved by UTIMCO and selected by the Federal Reserve as a Primary Dealer in U.S, Treasury
securities and rated A-1 or P-1 or the equivalent.

* & & »
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The University of Texas Investment Management Company
Liquidity Policy

Liquidity Risk Measurement-The Liquidity Profile:
Capital market theory does not provide a precise technique to measure lquidity risk. For the purposes of
this Liquidity Policy, potential lquidity risk will be monitored by measuring the aggregate liquidity profile
of the Endowment Funds and ITF. All individual investments within the Endowment Funds and ITF will
be segregated into two categories:
¢ Liquid: Investments that could be converted to Cash within a period of one day to
legs than 90 days-three-meonths in an orderly market at a discount of 10% or less.

o Iliquid: Investmenis that could be converted to Cash in an orderly market over a
| period of 90 days or more than-three-months or in a shorter period of time by
accepting a discount of more than 10%.

The measurements necessary to segregate all existing investments into one of the two categories assume
normally functioning capital markets and cash market transactions. In addition, swaps, derivatives, or other
third party arrangements to alter the status of an investment classified as illiquid may be considered, with
the prior approval of the UTIMCO Board or the Risk Commitiee, in determining the appropriate liquidity
category for each investment.

The result of this liguidity risk measurement process will be a liguidity profile for the Endowment Funds
and the ITF which indicates the percentage of the total portfolio assets within each liquidity category. This
Liquidity Policy defines the acceptable range of percentage of total assets within each liquidity category,
specifies “trigger zones” requiring special review by UTIMCO staff and special action by the UTIMCO
Board or the Risk Committee, and specifies the method of monitoring and presenting actual versus policy
liquidity profiles.

Liquidity Policy Profile:
The current Liquidity Policy Profile ranges and trigger zones for each of the Endowment Funds are defined
by the table below:

FY 08 FY 09 FY 10 FY 11
Liquidity above trigger zone: 42.5% 35.0% 30% 28.0%

Liguidity within frigger zone: 37.5%-45% 30.0%-35.0% _ 25.0%-30% 23.0%-28.0%

Liquidity below trigger zone; <37.5% <30.0% <25% <23.0%

Investments that maintain liquidity below the trigger zone do not require any action by the UTIMCO Board
or the Risk Committee. Liquidity within the trigger zone requires special action by the UTIMCO Board or
the Risk Committee. For example, the allowable range for illiquid investments in FY 08 is up to 62.5% of
the total portfolio. However, any illiguid investments made in the 57.5% 1o 62.5% trigger zone require
prior approval by the Risk Committee or the UTIMCO Board. Risk Committee review of new investments

| UTIMCO HH29/07 07/23/08 2




The University of Texas Investment Management Company
Liguidity Policy

in the illiquid trigger zone will supplement, rather than replace, the procedures established by the UTIMCO
Board for the approval of new investments.

The current Liquidity Policy Profile ranges and trigger zones for the ITF are defined by the table below:

Deet?r— - —F¥YO8— - YOG 10

Liguidity-above-triggerzene: 65% 65% 65% 65%
Liguidity-below-trigger-zone: 55% 55% $5% <55%
FY 08 FY 09 FY 10 FY 11
Liquidity above trigeer zone: 65% 65% 65% 65%
Liquidity within trigger zone: 55%-65% 55%-63% 55%-65% 55%-65%
Liquidity below trigger zone: <55% <55% <55% <55%

The allowable range for illiquid invesiments is 0% to 45% of the total portfolio for the ITF. However, any
illiquid investments made it the 35% to 45% trigger zone require prior approval by the Risk Committee or
the UTIMCO Board. Risk Commitiee review of new investments in the illiquid trigger zone will
supplement, rather than replace, the procedures established by the UTIMCO Board for the approval of new

investments.

Unfunded Commitments:

As used herein, “unfunded commitments” refers to capital that has been legally committed from an
Endowment Fund and has not yet been called but may stiil be called by the general partner or investment
manager. The Maximum Permitted Amount of unfunded commitments for each Endowment Fund is:

Ney- 07 —FEV- 08— EY-09—FEY-30

kLA
aa

FY 08 FY 09 ¥y _FY N

Unfunded Commitment as a percent of total invested assets:  25.0% 27.5% 32.5% 32.5%

No new commitments may be made for an Endowment Fund without approval from the Risk Commitiee if
the actual amount of unfunded commitments for such Endowment Fund exceeds, or, as a result of such
commitment, would exceed the Maximum Permitted Amount.

Documentation and Controls:

Managing Directors responsible for each asset class are responsible for determining the liquidity category
for each investment in that asset class as well as the amount of unfunded commitments for each
Endowment Fund. The determination of liquidity will include underlying security trading volumes, notice

b UTIMCO 11420407 07/23/08 3



The University of Texas Investment Management Company
Liquidity Policy

periods, redemption dates, lock-up periods, and “soft” and “hard” gates. These classifications will be
reviewed by the Risk Manager and the Chief Compliance Officer, and must receive final approval from the
Chief Investment Officer. Classifications and weights within each Liquidity category will be updated and
reported on a monthly basis. All new investments considered will be categorized by liquidity category, and
a statement regarding the effect on overall liquidity and the amount of unfunded commitments for each
Endowment ¥und of the addition of a new investment must be an element of the due diligence process and
will be a part of the recommendation report to the UTIMCO Board.

As additional safeguards, trigger zones have been established as indicated above to trigger required review
and action by the UTIMCO Board or the Risk Commiitee in the event any investment action would cause
the actual investment position in illiquid investments to enter the designated trigger zone, or in the event
market actions caused the actual investment position in illiquid investments to move into trigger zones. In
addition, any proposed investment actions which would increase the actual investment position in illiquid
investments in any of the PUF, the GEF, or the ITF by 10% or more of the total asset value of such fund
would also require review and action by the UTIMCO Board or the Risk Commiftee prior to the change.
Any actual positions in any trigger zones or outside the policy ranges will be communicated to the Chief
Investment Officer immediately. The Chief Investment Officer will then determine the process to be used
to eliminate the exception and report promptly to the UTIMCO Board and the Risk Committee the
circumstances of the deviation from Policy and the remedy to the situation. Furthermore, as indicated
above, no new commitments may be made for an Endowment Fund without approval from the Risk
Committee if the actual amount of unfunded commitments for such Endowment Fund exceeds, or, as a
result of such new conunitment, would exceed, the Maximum Permitted Amount.

Reporting:

The actual Hquidity profiles of the Endowment Funds and the I'TF, and the status of unfunded commitments
for each Endowment Fund, and compliance with this Liquidity Policy will be reported to the UTIMCO
Board on at least a quarterly basis. Any exception to this Liquidity Policy and actjons taken to remedy the
exception will be reported promptly.

| UTIMCO +:29/07.07/23/08 4
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UTIMCO BOARD OF DIRECTORS
MEETING AGENDA
July 23, 2008

UTIMCO
401 Congress Ave., Ste. 2800
Austin, Texas 7871
Time Hem # Agenda item

Begin End
Open Session:
12:00 p.m. 12:05 p.m. 1 Call to Order/Discussion and Appropriate Action related to Minutes of April 25,

2008 Mesting*
12:05 p.m. 1:00 p.m. Endowment and Operating Funds Update Report
1:00 p.m. 1:30 p.m. Discussion of Investment Strategy Review 2008

1:30 p.m. 1:50 p.m, Report from Risk Committee

L2 B S ¢S N AV

1:50 p.m. 215 p.m. Report from Policy Committee

- Discussion and Appropriate Action Related to Investment Policy

Statements®,
- Discussion and Appropriate Action Related to Code of Ethics™,™

2:15p.m. 2:35 p.m. 6 Report from Audit and Ethics Committee
- Discussion and Appropriate Action Related to Corporate Auditor*

2:35p.m, 3:35 p.m. 7 Heport from Compensation Committee:

Executive Session

Pursuant to section 551.074, Texas Government Code, the Board of Directors

may convene in Executive Session to deliberate individual personnel matters.

Reconvene into Open Session

- Compensation Committee Report

- Discussion and Appropriate Action Related to the Adoption of the UTIMCO
Compensation Program, effective July 1, 2008*,™*

- Discussion and Appropriate Action Related to CEQ's Base Salary for 2008-
09 fiscal year*

- Discussion and Appropriate Action Related to CEO's Performance Goals*

- Discussion and Appropriate Action Related to Designation of Employees in
Eligible Positions as participants in the UTIMCO Compensation Program
for the 2008-09 performance period”

3:35 p.m. 4:00 p.m. 8 Discussion and Appropriate Action Related to UTIMCO 2008-09 Budget *, **

4:00 p.m. &15pm, 9 Discussion and Appropriate Action Related to the Paoling of the More
Correlated and Constrained (MCC) Investments®

4:15 p.m. 445 p.m. 10 Discussion of Investment Environment

4:45p.m. 5:00 p.m. 11 Recess for Briefing Session pursuant to Texas Education Code Section
66.08(h){2) related to Private Investment
Reconvene into Open Session
Discussion and Appropriate Action related 1o Private Investment*

5.00 p.m. Adjournment

* Action by resolution required
**Resolution requires further approval from the Board of Regents of The University of Texas System

Next Scheduled Meeting: November 7, 2008
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Agenda ltem:

Developed By:

Presented By:
Type of ltem:

Description:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

Report from Audit and Ethics Committee, including Discussion and Appropriate
Action Related to Corporate Auditor

Zimmerman, Gonzalez, Moeller
Nye
Action item related to Engaging Corporate Auditor; Information item on other items

An Audit and Ethics Committee ("Committee”} meeting will be held on July 15, 2008,
The Committee’s agenda includes the following: (1) discussion and appropriate
action related to Code of Ethics; {2} presentation of unaudited financial statements
for the nine months ended May 31, 2008 for the Funds and the Corporation; (3)
discussion and appropriate action related to engaging corporate external auditor; (4)
a report by UT System Audit Office related to reports issued, update on 2008 audit
plan and discussion and appropriate action related to audit plan for fiscal year 2009
(5) report by external auditor on 2008 audits; (6) review of Audit and Ethics
Committee’s self-assessment; (7) review of compliance, reporting, and audit issues
(8) discussion with General Counse! and Chief Compliance Officer; and (9)
discussion and appropriate action related to base salary, performance incentive plan
participation, and performance goals for the General Counsel and Chief Compliance
Officer.

The Commitiee will discuss the Staff's recommended amendments to the Code of
Ethics, if the Committee approves the recommended amendments, the Committee
will propose the changes fo the Policy Committee for concurrence and submission fo
the UTIMCO Board, The discussion of the Code of Ethics is covered in the Report
from the Policy Committee under Tab 5 of these materials.

The Committee will also discuss hiring Deloitte & Touche, LLP as the corporate
auditor. If approved by the Committee and the Board, FY 2008 will be the second
year that Deloitte & Touche serves as the Corporation’s independent auditor.
Estimated fees for the 2008 audit services are $31,500 plus out-of-pocket expenses,
which represents a $500 decrease over the prior year audit. Tom Wagner, Deloitte
and Touche engagement partner, will give a report fo the Committee on the
progress and pian for the 2008 audits. UT System Audit Office will present fo the
Committee its 2009 internal audit plan, 2008 activities, and its co-sourced audits with
Investment Training & Consulting Institute, Inc. of the Internally Managed Fixed
Income and Internally Managed Derivatives.

Each member of the Commitiee has been requested to evaluate the Committee’s
performance, both of the individual member and collectively, The results of the
assessment will be discussed at the Commitiee meeting. Ms. Gonzalez, as General



Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

Counsel and Chief Compliance Officer, will have an open-ended discussion on
compliance matters without the presence of the CEO. The Committee will also
discuss and take acfion related to the General Counsel and Chief Compliance
Officer's base salary, performance incentive plan participation, and performance
goais for the 2008-09 fiscal year.

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 repotts.

Com;ﬁittee will request appropriate action related to the Audit Charter of the Audit

. and Ethics Commitiee

Draft Deloitte & Touche, LLP Engagement Letter



RESOLUTION RELATED TO INDEPENDENT AUDITOR
FOR THE CORPORATION

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, 2008.




August 1, 2008

Ms. Joan Moeller

Managing Director- Accounting, Finance and Administration
The University of Texas Investment Management Company
401 Congress Street, Suite 2800

Austin, TX 78701

Dear Ms. Moeller:
Deloitte & Touche LLP (“D&T™ or “we” or “us”) is pleased to serve as independent auditors for The

University of Texas Investment Management Company {(“UTIMCO” or the “Company™). Mr. Thomas
Wagner will be responsible for the services that we perform for the Company hereunder.

nder this engagement letter, we would also be

In addition to the audit services we are engaged fo pr
: oughout the year. Hence, we hope that you will

pleased to assist the Company on issues as they
call Mr. Wagner whenever you believe D&T can

accompanying appendices. The term of this engagement wi on August 1, 2008 and expire on
Augast 31, 2009.

Audit of Financial Statements

t in accordance with auditing standards generally accepted in the

Our engagement is to pg .’
" epted auditing standards”). The objective of an audit conducted

United States of Am

in accordance with gen diting standards is to express an opinion on the fairness of the
presentation of the Comp: tements for the year ending August 31, 2008 in conformity
with accounting principles g ac p the United States of America (“generally accepted

Appendix A contains a description o ponsibilifies and an audit under generally accepted auditing

standards.

Our ability to express an opinion and the wording thereof will, of course, be dependent on the facts and
circumstances at the date of our report. If, for any reason, we are unable to complete the audit or are
unable to form or have not formed an opinion, we may decline to express an opinion or decline to issue a
report as a result of this engagement. If we are unable to complete our audit or if the report to be issued by
D&T as a result of this engagement requires modification, the reasons therefor will be discussed with the
Audit and Ethics Committee of the UTIMCO Board of Directors (the “Audit and Ethics Committee™) and
the management of UTIMCO.

Management’s Responsibilities
Appendix B describes management’s responsibilities for (1) the financial statements, (2) representation

letters, (3) independence matters relating to providing certain services, and (4) independence matters
relating to hiring.



Responsibility of the Audit and Ethics Committee

As independent auditors of the Company, we acknowledge that the Audit and Ethics Committee is
directly responsible for the appointment, compensation, and oversight of our work, and accordingly,
except as otherwise specifically noted, we will report directly to the Audit and Ethics Committee.

Communications with the Audit and Ethics Committee

Appendix C describes various matters that we are required by generally accepted auditing standards to
communicate with the Audit and Ethics Committee and management.

Fees

We estimate that our fees for the audit of the Company’s fin atements will be $31,500, plus
expenses. Engagement-related expenses, such as travel, lod;

etc., will be billed in addition to the fees. Expenses will be s

engagement, our fee estxmate also may be s:gnxﬁcantly affected and additional fees be necessary.
We will notlfy you promptly of any circun stances we encounter that could 31gn1ﬁc

thereby associating D&T with such document,
I with a draft of the document to read and
erence of our report, or the reference to D&T,

blished or reproduced by or on behalf of the Company. Any
request by the Company report, to consent to its inclusion or incorporation by reference in
an offering or other docume o agree to its inclusion on an electronic site will be considered based on
the facts and circumstances existing at the time of such request. The estimated fees outlined herein do not
include any services that would need to be performed in connection with any such request; fees for such
services (and their scope) would be subject to the mutual agreement of the Company and D&T at such
time as D&T is engaged to perform the services and would be described in a separate engagement letter.

kb ok ok %

This engagement letter, including the appendices attached hereto and made a part hereof, constitutes the
entire agreement between the parties with respect to this engagement and supersedes all other prior and
contemporaneous agreements or understandings between the parties, whether written or oral, relating to



this engagement.

I the above terms are acceptable and the services outlined are in accordance with your understanding,
please sign the copy of this engagement letier in the space provided and return it to us.

Yours truly,

Tom's DET signature

By your signature below, you confirm that the Company, through its Board of Directors, has expressly
authorized you to enter into this agreement with us on the Company’s behalf.

Accepted and agreed to by the Company:

By:

Title:

Date:




APPENDIX A

DESCRIPTION OF OUR RESPONSIBILITIES AND AN AUDIT UNDER GENERALLY
ACCEPTED AUDITING STANDARDS

UTIMCO

YEAR ENDING AUGUST 31, 2008

Our Responsibilities

Our responsibilities under generally accepted auditing standards include forming and expressing an
opinion about whether the financial statements that have been prepared by management with the oversight
of the Audit and Ethics Committee are presented fairly, in all material respects, in conformity with
generally accepted accounting principles. The audit of the financial statements does not relieve
management or the Audit and Ethics Committee of their responsibilities.

Components of an Audit

An audit includes the following:

* Obtaining an understanding of the Company an envaronment mcludmg internal controi

¢ Examining, on a fg ice supporting the amounts and disclosures in the financial
statements

* Inguiring directly of the it apd Ethics Committee regarding its views about the risks of fraud and
whether the Aundit and E isknowledge of any fraud or suspected frand affecting the
Company

¢  Assessing the accounting principles: and significant estimates made by management

» Evaluating the overall financial statementipresentation.

Reasonable Assurance

We will plan and perform our audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement, whether caused by error or fraud. However, because of the
characteristics of fraud, a properly planned and performed audit may not defect a material misstatement.
Therefore, an audit conducted in accordance with generally accepted auditing standards is designed to
obtain reasonable, rather than absolute, assurance that the financial statements are free of material
misstatement. An audit is not designed to detect error or fraud that is imimaterial to the financial
statements, nor is it designed to provide assurance on internal control or to identify deficiencies in internal
control.



APPENDIX B

MANAGEMENT’S RESPONSIBILITIES
UTIMCO
YEAR ENDING AUGUST 31, 2008

Financial Statements

The overall accuracy of the financial statements and their conformity with generally accepted accounting
principles are the responsibility of the Company’s management. In th's regard, management has the
responsibility for, among other things:

e Selecting and applying the accounting policies

® [Establishing and maintaining effective internal control overd

o Adjusting the financial state

¢ Making all financial records and

ment abotit the representations embodied in the
anagement provide to us the written

independent auditors under generally accepted
request that management provide us with a

auditing st part of our audit procedures, we
~thét ibgludes, among other things:

t’s belief that the effects of any uncorrected financial statement
us during the current audit engagement and pertaining to the latest
rial, both individually and in the aggregate, to the financial

We will also request that m. ent confirm certain representations made to us during our audit, The
responses fo those inquiries and related written representations of management required by generally
accepted auditing standards are part of the evidential matter that D&T will rely on in forming its opinion
on the Company’s financial statements. Because of the importance of management’s representations, the
Company agrees to release and indemnify D&T, its subcontractors and their respective personnel from all
claims, liabilities, and expenses relating to our services under this engagement letter attributable to any
misrepresentation by management.

Independence Matters Relating to Providing Certain Services

In connection with our engagement, D&T, management, and the Audit and Ethics Committee will assume



certain roles and responsibilities in an effort to assist D&T in maintaining independence. Management of
the Company will ensure that the Company has policies and procedures in place for the purpose of
ensuring that the Company will not act to engage D&T or accept from D&T any service that under
American Institute of Certified Public Accountants (AICPA) or other applicable rules would impair
D&T’s independence. All potential services are to be discussed with Mr. Wagner.

Independence Matters Relating to Hiring

Management will coordinate with D&T to ensure that D&T’s independence is not impaired by hiring
former or current D&T partners, principals, or professional employees in a key position, as defined in the
AICPA Code of Professional Conduct that would cause a violation of the AICPA Code of Professional
Conduct or other applicable independence rules. The Company understands and agrees that professional
personnel of D&T providing services under this engagement will not be offered employment in a
financial reporting oversight role at the Company within one year subsequent to the completion of this
engagement. D&T understands and agrees that during the term of this engagement and for a period of
one (1) year thereafter, its personnel (in their capacity ch) who had direct and substantive contact in
the course of this engagement with personnel of the ipany, shall not, without the Company’s consent,
directly or indirectly employ, solicit, engage, orr e services of such personnel of the Company. In
the event that D&T breaches this provision, it shall'bg:liable to the Company for an amount equal to thirty

onetary recovery from D&T for
ctive or other equitable relief. This
e media.

Although such payment shall be the Company’s exclusivi
breach of this provision, the Company shall be entitled to s




APPENDIX C

COMMUNICATIONS WITH THE AUDIT AND ETHICS COMMITTEE
UTIMCO
YEAR ENDING AUGUST 31, 2008

Significant Matters

We are responsible for communicating significant matters related to the audit that are, in our professional
judgment, relevant to the responsibilities of the Audit and Ethics Committee in overseeing the financial
reporting process.

Fraud and lllegal Acts

We will report direcily to the Audit and Ethics Committee any fraud of which we become aware that
involves senior management and any fraud (whether cas by senior management or other employees)
of which we become aware that causes a material mi ent of the financial statements. We will report
to senior management any fraud perpetrated by log vel employees of which we become aware that
does not cause a material misstatement of the financ{akstatements; however, we will not report such
matters directly to the Audit and Ethics Committee, irected by the Audit and Ethics
Committee,

and determine that the Audit and
at have been detected or have
1 acts are clearly

We will inform the appropriate level of management of the Con
Ethics Committee is adequately informed with respect to illegal ai
otherwise come to our attention in the course of our audit, unless the
inconsequential.

Internal Control M

the Audit and Ethics Committee all significant deficiencies
it as required by AU 325, Communicating Internal

We will report duectly to.

accordance with ge
that a misstatement of
prevented or detected. A ¥y
deficiencies, that results in
statements will not be preven

akness is a significant deficiency, or combination of significant
an a remote likelihood that a material misstatement of the financial
or detected.

Other Matters

(enerally accepted auditing standards do not require us to design procedures for the purpose of
identifying other matters to communicate with the Audit and Ethics Committee. However, we will
communicate to the Audit and Ethics Committee matters required by AU 380, The Auditor’s
Communication with Those Charged with Governance.



Texas State Auditor’s Office

D&T agrees that the Texas State Auditor’s Office or any anthorized regulatory representative of the State
shall at any time have access to and the rights to examine and audit any pertinent books, documents,
working papers, and records of D&T relating to this agreement, and to excerpt and transcribe any
pertinent books, documents, working papers, and records of D&T. If photocopies of pertinent books,
documents, working papers, and records of D&T are requested, D&T will send a letter to the Texas State
Auditor’s Office or regulatory representative of the state similar (but not identical) in form to that in the
American Institute Of Certified Public Accountants auditing section 9339, and such letter will be
acknowledged by The Texas State Auditor’s office or regulatory representative of the state prior o the
provision of any photocopies by D&T. Any photocopies of pertinentdbooks, documents, working papers,
and records of D&T will be identified as “confidential treatment ed by Deloitte & Touche LLP.”




APPENDIX D

CIRCUMSTANCES AFFECTING TIMING AND FEE ESTIMATE

UTIMCO
YEAR ENDING AUGUST 31, 2008

The fees quoted for the audit are based on certain assumptions. Circumstances may arise during the
engagement that may significantly affect the targeted completion dates or our fee estimate. As a result,
changes to the fees may be necessary. Such circumstances include but are not limited to the following:

Audit Facilitation

I

any’s request. Changes to the timing of the
nel used by D&T in the performance of services
cassign indjviduals to other engagements, D&T

Changes to the timing of the engagement at th
engagement usually require reassignment of
hereunder. However, because it is often difficu
may incur significant unanticipated costs.

e date requested,

correct, or (d) in agreement with the
will provide the Company with a
tes such ifems are needed.

All audit schedules are not (a) provided by the Compan
(b) completed in a format acceptable to D&T, (¢) mathema’
appropriate Company records (e.g., general ledger accounts).
separate listing of required schedules, information requests, and

our requests for information, such as reconciling variances or
entation (e.g., invoices, contracts, and other documents).

Sigmﬁcant delays

A completed trial balant ‘ e supporting analyses and schedules and financial

Electronic files in an appropriate format aid containing the information requested are not provided by
the Company on the date requested for our use in performing file interrogation. D&T will provide the
Company with a separate listing of the required files and the dates the files are needed.

The engagement team, while performing work on the Company’s premises, is not provided with high-
speed access to the Internet for purposes of conducting the engagement.

Significant issues or Changes

8.

9.

Significant deficiencies or material weaknesses in the design or operating effectiveness of the
Company’s internal control over financial reporting are identified during our audit that resuit in the
expansion of our audit procedures.

A significant level of proposed andit adjustments is identified during our audit.

10. A significant number of drafts of the financial statements are submitted for our review, or we identify



11.

12. Changes in audit scope caused by events that are beyond 64
Payment for Services Rendered

13, Without limiting its rights or remedies, D&T may halt or terminate i

a significant level of deficiencies in the drafi financial statements.

Significant new issues or changes as follows:

a.

b.

Significant new accounting issues.
Significant changes in accounting policies or practices from those used in prior years
Significant events or transactions not contemplated in our budgets.

Significant changes in the Company’s financial reporting process or Information Technology
systems.

Significant changes in the Company’s accounting personnel, their responsibilities, or their
availability.

Significant changes in auditing standards.

Significant changes in the Company’s use'®
does not meet the qualifications required by gej
upon their work.

cialists, or the specialists or their work product

ervices entirely if payment is

not received within 30 days of the date of the invoice.




APPENDIX E

GENERAL BUSINESS TERMS

UTIMCO
YEAR ENDING AUGUST 31, 2008

independent Contractor. It is understood and agreed that D&T is an independent contractor
and that D&T is not, and will not be considered to be, an agent, partner, fiduciary, or
representative of the Company or the Audit and Ethics Compittee.

Fland the Audit and Ethics
se terms are attached (the
agement letter including these

Survival. The agreements and undertakings of the Co
Comnmittee contained in the engagement letter to whj
“engagement letter”), together with the appendice
terms, wiil survive the completion or termination of

may assign, transfer,
including, without

i r written consent
by consents

Assignment and Subcontracting., Except as provided below, n
or delegate any of its rights or obligations relating fo this engage
limitation, interests or claims relating to this engagement) without th
of the other parties. The Company and the Audit and Ethics Committee™
consent to D&T subcontracting a portion of its services under this engag t to any
affiliate or related entity, wheth igated within or outside of the United States. Professional
services performed hereunder it.D&T's affiliates or related entities shal! be invoiced
as professional fees, and any rela hses shall be invoiced as expenses, unless
otherwise agreed.

Severabllity. If any term of the engagei
be invalid or unenforceable, such term er terms hereof or thereof, but
such invalid or unenforceable term shail figd to the extent necessary to

render it enforceable, preserving to the ful xtent permissible the intent of the parties set
forth herein and therein.

hreach of the engagement letter (including
rformance directly or indirectly resulting
auses beyond its reasonable control, including, without limitation,
syalty, act of God, strike or labor dispute, war or other violence, or

versy or claim between the parties arising out of or relating
ing its appendices, or this engagement (a “Dispute”) shall be
ling arbitration as set forth in the Dispute Resolution Provision
¢'[G] and made a part hereof.

Governing Law. This agement letter, together with the appendices, and all of the rights
and obligations of the parties hereto and all of the terms and conditions hereof shall be
construed, interpreted and applied in accordance with and governed by and enforced under
the laws of the State of Texas.




APPENDIX F

DISPUTE RESOLUTION PROVISION
UTIMCO
YEAR ENDING AUGUST 31, 2008

This Dispute Resolution Provision sets forth the dispute resolution process and procedures
applicable to the resolution of Disputes and shall apply to the fullest extent of the law, whether in
contract, statute, tort (such as negligence), or otherwise.

Mediation: All Disputes shall be first submitted fo nonbinding confidential mediation by written
notice to the parties, and shall be treated as compromise and settlement negotiations under the
standards set forth in the Federal Rules of Evidence and all applicable state counterparts,
together with any applicable statutes protecting the onfidentiality of mediations or settiement
discussions. If the parties cannot agree on a me zthe Infernational Institute for Conflict
Prevention and Resolution (“CPR"), at the writ guest of a party, shall designate a mediator.

Arbitration Procedures: If a Dispute has not be
of the written notice beginning the mediation pro
agree in writing), the mediation shall terminate and
arbitration to be held in Austin, Texas. The arbitration®
shall be conducted in accordance with the CPR Rules ford
effect at the time of the commencement of the arbitration, ¢
Dispute Resolufion Provision (the “Rules”).

solved within 90 days after the effective date
, 7 nger period, if the parties so

soleiy between the parties and
Administered Arbitration that are in
t to the extent modified by this

before a panel of three arbitratos uEach of the Company and
e one arbitrator in accordance With the “screened”

e Ruies and the two party-designated arbitrators shali

ith the Rules. No arbitrator may serve on the panel uniess
e the terms of the engagement letter (including its

n Provision is attached and to abide by the terms of
espect to the interpretation and enforcement of
erned by the Federal Arbitration Act), the

te of Te as {without giving effect to its choice of law
The arbitrators shall have no power to award punitive,
exemplary or other damages not basedignia party's actual damages (and the parties expressly
waive their right to receive such damage: he arbitrators may render a summary disposition
relative to all or some of the issues, provided that the responding party has had an adequate
opportunity to respond to any such application for such disposition. Discovery shall be
conducted in accordance with the Rules.

The arbitration shall be
Deloitte & Touche LL
appointment procedd
jointly select the thirdH;
he or she has agreed in'V
appendices) to which this T
this Dispute Resolution Pro
these arbifration procedures
arbitrators shall apply the laws of t
principles) in connection with the Di

All aspects of the arbitration shall be treated as confidential, as provided in the Rules. Before
making any disclosure permitted by the Rules, a party shall give written notice to all other parties
and afford such parties a reasonable opportunity to protect their interests. Further, judgment on
the arbitrators’ award may be entered in any court having jurisdiction.

Costs: Each party shali bear its own costs in both the mediation and the arbitration; however, the
parties shall share the fees and expenses of both the mediators and the arbitrators equally.
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Agenda ltem:

Developed By:

Presented By:

Type of Item:

Description:

Agenda item
UTIMCO Board of Directors Meeting
July 23, 2008

Report from Compensation Commitiee: (1) Discussion and Appropriate Action
related to Adoption of the UTIMCO Compensation Program, effective July 1, 2008,
including Exhibits; (2) Discussion and Appropriate Action Related to CEO's Base
Salary for 2008-09 fiscal year; (3) Discussion and Appropriate Action Related to
CEOQ'’s Performance Goals; and (4) Discussion and Appropriate Action Related to
Designation of Employees in Eligible Positions as Parlicipanis in the UTIMCO
Compensation Program for the 2008-09 performance period "

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

The Compensation Committee {the "Committee”) met on June 19, 2008 and wil
meet on July 15, 2008. During its meeting on June 19th, the Committee continued
its discussion of the compensation policy structure, including a report on the
proposed participants’ incentive award opportunity levels. The Committee also
discussed individual personnet compensation mafters in Executive Session but did
not take any votes or make any decisions. The Commitiee will also report on the
following items to be discussed at its meeting on July 15, 2008:

1. Action related to the adoption of the UTIMCO Compensation Program
effective July 1, 2008. The UTIMCO Compensation Program effective July
1, 2007 (the “Prior Plan”) consists of two elements: base salary and an
annual incentive plan. The UTIMCO Boeard 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. Except as noted
in the discussion below, the proposed UTIMCO Compensation Program
effective July 1, 2008 (the "Plan”) maintains the structure of the Prior Plan
with minor editorial changes but is infended to supersede the Prior Plan.

2. Action related to base salaries for the UTIMCO Officers and other Plan
Participants for 2008-09 fiscal year. Mercer, selected by the Commiitee as
UTIMCO's compensation consuitant at its November 15, 2007 meeting,
performed a salary benchmarking study, including salary midpoints and
salary ranges, to assist UTIMCO in developing a total compensation
program that is competitive nationally.

3. Action related to the CEO’s Performance Goals. Section 5.4 of the Plan
requires that the CEO's performance goals be determined and approved by
the UTIMCO Board. The Committee presents and recommends the
approval of the CEO's goals {o the UTIMCO Board. There are three



Recommendation:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

categories of performance goals in the Plan: {1} entity performance; (2)
asset class performance; and (3) qualitative performance.

4. Action related to the designation of the employees in Eligible Positions as
Participants in the UTIMCO Compensation Program for the 2008-09
performance period. Eligible Positions, as defined in Section 5.3 of the
Plan, include senior management, investment staff, and other key positions
as designated by the CEO and approved by the UTIMCO Board. An
employee eligible to participate in one performance period is not
automatically eligible to participate in any subsequent Performance Period.

5. Discussion related to a review of the Mercer benefits study. Mercer will
present the results of the benefit study at the Commitiee meeting. The
benefits study covered retirement and savings benefits, health and group
benefits, long term disability, and paid time off.

6. Discussion related fo a review by Vinson & Elkins of the ability of UTIMCO
employees to invest their own funds in the General Endowment Fund.

The Committee will request appropriate action from the Board related fo (1) the
Adoption of the UTIMCO Compensation Program, effective July 1, 2008, including
Exhibits; (2) the CEO's Base Salary for 2008-09 fiscal year;, (3) the CEO's
Performance Goals; and (4) Designation of Employees in Eligible Positions as
Participants in the UTIMCO Compensation Program for the 2008-09 performance
period.

(1) UTIMCO Compensation Program. The proposed changes to the Prior Plan
incorporate certain recommendations made by Mercer, which have been discussed
by the Committee over several Committee meetings. Nanci Hibschman will be in
attendance at the Board meeting to recap Mercer’s recommendations as outlined in
the “Incentive Plan Design Recommendations.” The most significant change from
the Prior Plan relates to the entity performance measurement standards. Mercer's
recommendation of deleting the required deferral of 30% of the actual incentive
awards has not been incorporated into the Plan.

Entity Performance

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 solely on the Total Endowment Assets relative performance fo
its benchmark (Total Endowment Assets’ Policy Portfolio Return) and eliminate the
requirement that it also be measured against the Peer Group. Currently, the Total
Endowment Assets is measured against a weight of 756% of its benchmark and a
weight of 25% of its Peer Group. This change has been incorporated into the
renumbered Section 5.8 on page 10 and in Table 2 in Appendix D.




Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

Provisions have been incorporated setting forth the responsibiliies of the
Audit and Ethics Committee and CEO relative to the joint recommendations
that must be made to the Compensation Committee regarding the General
Counsel and Chief Compliance Officer's base salary, performance goals
and achievement of performance goals, performance incentives, and
designation of the position of General Counsel and Chief Compliance
Officer as a Participant in the Plan. These changes have been incorporated
in Section 4.2 on page 3, Section 5.4 on pages 5-6, Section 5.5 on pages 7-
8, and Section 5.8(c} on page 13-14.

Individual Performance Goals have been repamed as Qualitative
Performance Goals to allow for consideration of criteria in addition to
individual performance in evaluating the level of achievement of a
Participant’s performance for a Performance Period. Consideration of
UTIMCO’s performance relative to its Peer Group has been added as one of
the criteria on which qualitative performance goals may be based. This
change has been incorporated in Section 5.4{b) on page 6 and renumbered
Section 5.8(c) on pages 13-14.

Section 5.3(b} has been changed to clarify that 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 in an
Eligible Position may be designated as a Participant in the Plan during the
last six months of a Performance Period.

Table 2 has been updated to incorporate the new Asset Classes and
Investment Types methodology and benchmarks set forth in the Investment
Policies adopted by the UTIMCO Board effective March 1, 2008. It is
anticipated that the benchmarks incorporated in Table 2 will be adopted by
the Board of Regents of The University of Texas System at a future
meeting. Staff is requesting that the UTIMCO Board adopt the benchmarks
atits July 23 meeting.

Table 2 has been updated to include the performance standards discussed
by the Committee at prior meetings. The ITF entity performance standards
have not been discussed by the Committee but have been incorporated by
staff based on the same methodology used to calculate the Total
Endowment Fund performance standards. Staff also added a specific asset
class benchmark for Intemal Investment Grade Fixed income.

Section 5.8(b}(2) related to private investments incorporates two
benchmarks: (1) the Venture Economics benchmark for private investments
other than Real Estate; and (2) a NACRIEF Custom Index for private

3



Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

investments in Real Estate. It is anficipated that the NACRIEF Custom
Index benchmark will be adopted by the Board of Regents of The University
of Texas System at its next meeting. Staff is requesting that the UTIMCO
Board adopt the benchmark at its July 234 meeting.

¢ The definition of Peer Group in Section 8.14 has been changed based on
the collective recommendations of Cambridge Associates and Mercer fo
~include all endowment funds with more than 10 fuli-time emplioyee positions,
aflocations fo alternative assets in excess of 40%, and with assets greater
than $2.5 billion, all to be determined as of the last day of each of the three
immediately preceding Performance Periods as set forth on Appendix B;
provided, however, that the Total Endowment Assets are excluded from the
Peer Group, The Peer Group in Appendix B will be updated when the
information is available.

» The sample methodology in Appendix A has been updated to reflect the
new threshold, target, and maximum performance standards.

o Table 1 in Appendix C has been updated based on the Mercer's
recommendations regarding weightings and incentive award opportunities
resulting from the Mercer Incentive Plan Design Recommendations as
previously discussed by the Committee.

(2) Base Salaries. The Commitiee will report on its action related to the base
salaries for all UTIMCO officers and Plan Participants, except the CEO’s, for the
2008-09 fiscal year. The Committee will request that the Board take appropriate
action related to the CEO's base salary.

(3} CEO’s Performance Goals. The Committee will discuss with Mr. Zimmerman
his qualitative performance goals for 2008-09 at its meeting in July. Qualitative
performance goals have replaced the Individual performance goals in the prior Plan.
Qualitative performance goals may be established in one or more of the following
areas: leadership, implementation of operational goals, management of key strafegic
projects, effective utilization of human and financial resources, and UTIMCO's
investment performance relative to the Peer Group. The CEO’s qualitative
performance goals will be reviewed in Executive Session with the UTIMCO Board.
The entity and asset class performance goals are included in the Plan in Table 2 of
Appendix D of the Plan that will be approved as part of the adoption of the Plan
effective July 1, 2008.

{4} Designation of Employees in Eligible Positions. Eligible Positions have been
discussed at previous Committee meetings held during the past few months as the
Committee has reviewed the sfructure of the Plan. The UTIMCO employees in the



Reference:

Agenda ltem
UTIMCQ Board of Directors Meeting
July 23, 2008

Eligible Positions that are being designated as Participants in the Plan for the 2008-
09 Performance Period are set forth in Exhibit 1.

UTIMCO Compensation Program; CEO's qualitative performance goals; designation
of Employees as Plan Participants {Exhibit 1)



RESOLUTION RELATED TO THE UTIMCO COMPENSATION PROGRAM
EFFECTIVE JULY 1, 2008

WHEREAS, Section 7.2 of the UTIMCO Compensation Program effective July 1, 2007 (the
“Prior Plan”) provides that UTIMCO, by action of its Board of Directors {the “Board”}, has the
right in its discretion to amend the Prior Plan or any portion thereof from time to time; and

WHEREAS, the Charter of the Compensation Committee of the Board {the “Committee”)
requires the Committee to recommend to the Board any proposed amendments {o the Prior
Plan; and

WHEREAS, the Compensation Committee has proposed certain changes to the Prior Plan
to be incorporated into a new UTIMCO Compensation Program effective July 1, 2008 (the
“Plan™}, in the form previously provided to the Board; and

WHEREAS, the Board has reviewed the Plan:
NOW, THEREFORE, be it:

RESOLVED, that the Board hereby amends the Prior Plan effective as of July 1, 2008,
subject to the approval of the Board of Regents of The University of Texas System.




Resolution Regarding Corporation’s CEQO’s Base Salary

RESOLVED, that the Board of Directors of UTIMCO hereby approves the Base
Salary of the Corporation’s CEO for the Fiscal Year 2008-2009 in the amount of
$ :




RESOLUTION RELATED TO THE CEO’S QUALITATIVE 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
(the “Board”) will approve the Performance Goals for each Participant (other than for the
CEQ) each Performance Period; and

WHEREAS, Section 5.4(c) of the Plan provides that the Board will determine the
Performance Goals of the CEO for each Performance Period; and

WHEREAS, the Board has reviewed the CEO’s Qualitative Performance Goals for the
2008/2009 Performance Period as prepared by the CEO and recommended by the
Committee and set forth in the document presented to the Board.

NOW, THEREFORE, be it:

RESOLVED, that the Board approves the Qualitative Performance Goals for the CEO for
the 2008/2009 Performance Period, effective as of July 1, 2008, as set forth in the
document presented to the Board.




RESOLUTION RELATED TO
2008/2009 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 Commitiee of the Board has recommended the individuals
who may become Participants for the 2008/2009 Performance Period set forth on Exhibit 1
attached hereto; and

WHEREAS, the UTIMCO Board has reviewed Exhibit 1 and wishes fo select the individuals
who may become Participants for the 2008/2009 Performance Period;

NOW, THEREFORE, be it:

RESOLVED, that the individuals set forth on Exhibit 1 attached hereto are hereby
designated as "Participants” in the Plan for the 2008/2009 Performance Period, effective as
of July 1, 2008.
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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™):

Total
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.

ExcexLas m)wded n Secuon 7 9 @h}s—thls document Wlth an. “Effectlve Date” of Julv 1.

2008, supersedes amends—and-—restates~the UTIMCO Compensation Program that was
effective July 1, 2007with-an~Effective-Date”of July 1:-2067.

2. COMPENSATION PROGRAM OBJECTIVES

UTIMCO’s Compensation Program serves a number of objectives:

* To aftract and retain key investment and operations staff of outstanding competence
and ability.

» 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.

UTIMCQO Compensation Program Page |
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» To facilitate teamwork so that members of UTIMCO operate as a cohesive group.

3. TOTAL COMPENSATION PROGRAM PHILOSOPHY

UTIMCQO 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—is

A i Py
» . > CEECEC Y LT E vV £ -

v Loty CEINOY O

(b) 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

UTIMCO Compensation Program Page 2
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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) The base salary of the CEO is determined by the Board, The base salary of
the Chief Compliance Officer (“CCO™) will be determined by the
Compensation Committee based on the joint recommendation of the Audit
and Ethics Committee and the CEQ; 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).

(b) 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 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; provided that, in the case of
the CCO, any such adjustment shail be based on the joint recommendation of
the Audit and Ethics Committee and the CEOQ, 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

(a) For purposes of the Performance Incentive Plan, the “Performance Period”
begins on July 1 of each year and ends the following June 30.

(b) 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

UTIMCO Compensation Program Page 3
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1 and the following June 30 of the applicable year for gauging achievement
| of the Entity and Asset—ClassAsset Class/Investment Type Performance
Goals.

3.3. Eligibility and Participation

(a) 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 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 Incentive 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 I, 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.

(b) An employee in an Fligible 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

UTIMCO Compensation Program Page 4
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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

.
1 0y ueh I b Wi ()
=

Pesition-en—such-date}:_The preceding notwithstanding, except as provided
below, an emplovee may not commence participation in the Performance
Incentive Plan and first become a Participant during the last six months of
any Performance Period; provided however, that the Board may select an
employee to participate in the Performance Incentive Plan during the last six
months of the Performance Period when compelling individual
circumstances justify a shorter period of time and such circumstances are
recorded in the minutes of a meeiing of the Board in which event
participation of the emplovee in the Performance Incentive Plan will begin on
the participation date selected by the Board for the emplovee_but not earlier
than the employee’s date of hire (assuming such emplovee is employed by
UTIMCQ in an Eligible Position on such date).

(c) Anemployee will cease to be a Participant in the Performance Incentive Plan
on the earliest to occur of: (1) 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.

(d) Except as provided in Sections 5.10(b) and (c), 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

(a) Within the first 60 days of each Performance Period, except as provided
below, the CEO will recommend goals (*Performance Goals™) for each

UTIMCO Compensation Program Page 5
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Participant (other than the Performance Goals for the 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 Period. The 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). If the position of the CCO is
determined to be an Eligible Position and the emplovee in the Eligible
Position has been designated by the Compensation Committee as a
Participant in the Performance Incentive Plan for the Performance Period, the
Performance Goals of the emplovee holding the position of CCO will be
determined jointly by the Audit and Ethics Committee and the CEO.
References to the CCO hereafter assume that the position of CCO has been
determined to be an Eligible Position and the employee holding the position
of CCO has been determined to be a Participant in the Performance Incentive
Plan for the Performance Period. If the position of CCO has not been
determined to be an Eligible Position for the Performance Period the
provisions hereafter specific to the CCO have no force and effect,

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

] (2) Asset-ClassAsset Class/Investment Type Performance (measured
as described in Section 5.8(b))

I (3) Indivdual-Qualitative Performance (measured as described in
Section 5.8(c))

Except for the CEO_and CCO, Iadividual-Qualitative Performance Goals will
be defined jointly by each Participant and his or her supervisor, subject to
approval by the CEO and subject to final approval by the Compensation
Committee. Qualitative Performance Goals for the CCO will be defined
jointly by the Audit and Ethics Committee and the CEQ. Individual
Qualitative Performance Goals may be established in one or more of the
following areas:

» Leadership
» Implementation of operational goals
»  Management of key strategic projects

8 Fifective utilization of human and financial resources

= UTIMCO investment performance relative to_the Peer Group

UTIMCO Compensation Program Page 6
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(c)

(d)

The 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. The Audit and Ethics Committee and the CEO will
jointly recommend to the Compensation Committee the weightings of the
Performance Goals for the CCO. 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 a
Performance Goal for an Eligible Position, the Compensation Commiitee,
may adjust the weightings (up or down) for any Participant for a Performance
Period where—when it considers the assigned-identified weighting for a
Performance Goal to be inappropriate for such Participant because of his or
her length of service with UTIMCOQO, his or her tenure in the respective
Eligible Position, er-his or her prior work experience, or other faciors as
deemed appropriate by the Compensation Committee; provided that, in the
case_of the CCO. any such adjustment shall be based on the joint
recommendation of the Audit and Ethics Committee and the CEO. The
weightings for the 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)

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. The Audit and Ethics Committee
and CEO will jointly recommend the Incentive Award Opportunity for the
CCO to the Compensation Committee. Fach 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.

UTIMCO Compensation Program Page 7
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(d)

()

)

€y

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 consuliant to evaluate Entity Performance and Asset
Class/Investment Type Performance. The 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 Audit
and Ethics Committee and the CEO will jointly determine the CCO’s leve] of
achievement relative to the CCO’s Performance Goals. The Board will
determine the CEO’s level of achievement relative to the CEO’s Performance
Goals.

Performance Incentive Awards will be calculated for each Participant based
on the percentage achieved of each Performance Goal, taking into account
the weightings for the Participant’s Entity Performance, Asset
Class/Investment Type Performance, and Iadividual-Qualitative 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.

UTIMCO Compensation Program Page 8
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5.6. Form and Timing of Payouts of Performance Incentive Awards
Approved Performance Incentive Awards will be paid as follows:

{a) 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 on a date selected in the discretion of
UTIMCO and in no event later than the last day of the calendar year in which
the Performance pPeriod ends, and

(b) 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
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).

(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

UTIMCO Compensation Program Page 9
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)

(3)

“

amount then credited to the Participant’s Nonvested Deferred Award
Account for that Performance Period will be vested and paid to the
Participant.

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.

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.

Nonvested Deferred Award Accounts payable under the above
paragraphs of this Section 5.7(b) will be paid on a date selected in the
discretion of UTIMCO after the applicable portion of any such
Nonvested Deferred Award Account becomes vested and in no event
later than the last day of the calendar year in which the applicable
portion of such Nonvested Deferred Award Account becomes vested.

5.8. Performance Measurement Standards

(a) Entity Performance

(D

@)

)

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 relatlve to the TEA Polzcy Portfolio Retum
(TEA benchmark) weig at-75%)-an : ;

The performance of the Intermediate Term Fund will be measured
based on the performance of the ITF relative to the ITF Policy Portfolio
Return (ITF benchmark). The performance standards related to the
Intermediate Term Fund for the Performance Period beginning July 1,

UTIMCO Compensation Program Page 10
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2006, are reflected in Fable—4Table 2 on Appendix D. Performance
standards related to the ITF for each Performance Period beginning
after June 30, 200872008, 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 (based on the TEA benchmark-—and--Peer-Group
performance) and the Intermediate Fund (based on the ITF benchmark)
will be measured based on a three-year rolling historical performance of
each such fund.

| (b) Asset Class/Investment Type Performance

&)

Asset Class/Investment Type Performance is the performance of
specific asset classes_and investment types within the Total Endowment
Assets and the Intermediate Term Fund (such as YS—publie
eguitydeveloped country, private eapialinvestments, etc.) based on the

standards set forth in this Section 5.8(b). Except as provided in
paragraph (2) below and Section 5.9, Asset Class/Investment Type
Performance will be measured relative to the appropriate benchmark
based on three-year rolling historical performance. Performance
standards for each asset class and investment type will vary depending
on the ability to outperform the respective benchmark. Fable-2-below

class and mvestrnent type. as well as threshold target, and maximum
performance standards for the Performance Period beginning July 1
2006, is set forth on Appendix D. The benchmarks for each asset class
and investment type as well as threshold, target, and maximum
performance standards for Performance Periods beginning after June
30, 20062009, 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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TABEE-2-GH1/04-through-8/31/05)

Policy Portiolio
Weights Performance Standards
Asset Class Benchmark (% of Portfipfic) Fhreshold Farget Maximum
Entity: Peer goup Peer group (Endowments w/ > | B assets) nla 40th %ile 60th %ile 75tk %ile
US Public Equity Rassell 3000 20.0% +0 bps +31 bps +62 bps
International Equity MSCY Al 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 Econcmics Venture Capital Databage e +0 bps +112.5 bps +225 bps
Absolute Return Hedge Funds  91-Day T-Bill 15.0% +300 bps +350 bps +400 byps
Equity Hedge Funds 91.Day T-Biil 10.0% +400 bps +465 bps +530 bps
Inflation Hedge Rell ap of Commodities, 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-Bili 0.0% +0 bps +0 bps +0 bps
Short Intermediate Term Fund _SITF Policy Statement - +0 bps +5 bps +10 bps
Policy Portfolio
Weights Performance Standards
Assel Class Benchmark (% of Portfolio) Threshold Target Maximum
Entity: Peer Group Pger group (Endowments w/>$1 B assets) nfa 40th %ile  60th%ile  V5th %ile
US Public Equity Russell 3000 Index 20% +) bps +3] bps +62 bps
Non-US Developed Equrity MSCI EAFE Index with net dividends 0% +0 bps +37.5 bps +75 bps
Emerging Markets Equity MSCI Emerging Markets Index with net dividends 7% +0 bps +75 bps +150 bps
Directional Hedge Funds Combination index: 50% S&F Event-Driven Hedge 10% +0 bps +65 bps +136 bps
Fund Index phus 50% 8&P Directional/Tactical
Hedge Fund Index
| Absolute Retarn Hedge Funds Combitation index: 66.7% S&P Evemt-Driven 15% +0 bps +50 bps +100 bps
Hedge Fund Index plus 33.3% S&P Arbitrage
Hedge Fund index
Private Bquity Custom Benchmark Created from Venture 11% + bps +103.5bps 4207 bps
Economics Database
Venture Capital Custom Benchmark Created from Venture 4% + bps +103.5bps 4207 bps
Economics Database
REITS Dow Jones Wilshire Real Estate Securities Index. 5% +0 bps +375bps 75 bps
Commodities Combination index: 66.7% Goldman Sachs 3% ) bps +17.5 bps +35 bps
Commodity Index minus .5% plus 33.3% DJ-AIG
Commedity Index
TIPS Lehman Brothers US TIPS Index 5% +( bps +2.5 bps +3 hps
Fixed Income Lehman Brothers Aggregate Bond Index 10% +0 bps +12.5 bps +25 bps
Cash 90 day t-bills % +0 bps +D bps +G bps
Short Tntermediate Term Fund SITF Policy Statement ~- +0 bps +5 bps +18 bps
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TABEE-4-(1/1/06-threugh-6/30/06)

Palicy Portfolie
Weights Performance Standards

Asset Class Beachmark {% 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 Rassell 3000 Index 20% +0 bps +31 bps +62 bps
Non-US Developed Equity MSCI EAFE Index with net dividends 10% +( bps +37.5 bps +75 bps
Emerging Markets Equity MSCE Emerging Markets Index with net dividends % +0 bps +73 bps +150 bps
Diirectional Hedge Funds MBI Investable Hedge Fund Index 10% +) bps +65 bps +130 bps
Absolute Return Hedge Funds MSCE Investable Hedge Fund Index 15% +0 bps +50 bps +100 bps
Private Equity Custom Benchimark Created from Venture 11% +0 bps +]03.5bps  +207 bps

) H Datnl
Venture Capital Custom Benchmark Created from Venture 4% +) bps +103.5bps  +207 bps

Economics Database
REITS Dow Jones Wilshire Real Estate Securities Index 5% +0 bps +37.5 bps +75 bps
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 0% +0 bps +12.5bps - +25 bps
Cash 20 day t-bills 0% +0 hps +0 tps -+0 bps
Short [ntermediate Term Fund SITF Policy Statement - +0 bps +5 bps +10 bps

2

Performance for the—private eapital-investmentsasset-elass—(Private
Equity-and-Venture-Capital) is calculated differently from other asset

classes and investment types due to its longer investment horizon and
illiquidity of assets. Except for private investments in Real Estate,
pPerformance of the-private eapital-asset-elassinvestments is determined
based on the performance of partnership commitments made by—the
eurrent-private-eapital-team-since 2001 based on internal rates of return
(IRR’s) relative to the respective Venture Economics benchmarks.,
Performance of private investments in Real Estate will be determined
based on the performance of partnership commitments made relative to
a NACRIEF Custom Index benchmark.

(c) Indivdual-Qualitative Performance

(N

)

UTIMCO Compensation Program
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The level of a Participant’s Individual-Qualitative Performance will
be measured by the CEO (in the case of the CCO, jointly by the Audit
and Ethics Committee and the CEO), subject to approval by the
Compensation Committee, based on the level of attainment (below
threshold, threshold, target, or maximum) of the Participant’s
Individual-Qualitative Performance Goals for the Performance Period.

For purposes of determining the level of attainment of each
Participant’s Individwal—Qualitative 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-Qualitative Performance Goals for that
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Performance Period, threshold level if he or she successfully
completes 50% of his or her Individual-Qualitative Performance
Goals for that Performance Period, target level if he or she
successfully completes 75% of his or her Individwal-Qualitative
Performance Goals for that Performance Period, and maximum level
if he or she successfuily completes 100% of his or her Individual
Qualitative Performance Goals for that Performance Period (with
interpolation for levels of attainment between threshold, target, and
maximum).

(3) In determining the percentage of successful completion of a
Participant’s Individual-Qualitative Performance Goals, the CEO, and
in the case of the CCO, the Audit and Ethics Commitice (in his-or
herthe 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-Qualitative
Performance Goals successfully completed but may take into account
the varying degrees of importance of the IndividualQualitative
Performance Goals, changes in the Participant’s employment duties
occurring after the Individual-Qualitative Performance Goals are
determined for the Performance Period, and any other facts and
circumstances determined by the CEQ, and in the case of the CCO,
the Audit and Ethics Committee, or Compensation Committee (as
applicable) to be appropriate for consideration in evaluation of the
level of achievement of the Participant’s Individual—Qualitative
Performance Goals for the Performance Period.

5.9. Modifications of Measurement Period for Measuring FEntity and Asset
Class/Investment Type Performance Goals

(a)

Although generally Entity Performance and most Asset Class/Investment
Type 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/Investment Type
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_and investment type. In the Performance Period in
which a Participant beging participation in the Performance Incentive Plan,
the Entity Performance and Asset Class/Investment Type 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/Investment Type
Performance components of the Incentive Award Opportunity will be based
on two full years of historical performance. In the third year of a

UTIMCO Compensation Program Page 14
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(b)

(d)

Participant’s Performance Incentive Plan participation and beyond, the
Entity and Asset Class/Investment Type Performance components of the
Incentive Award Opportunity will be based on the three full years of rolling

historical performance.—Fhis-provision-will-apply-to-Participants-whe-are
BHMCO-employees-hired-after July-1-2001-

For purposes of measuring the Intermediate Term Fund component of Entity
and Asset Class/Investment Type 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-havehad one year of historical performance that will be
measured for purposes of determining Entity and Asset Class/Investment
Tyvpe Performance; as of June 30, 2008, the ITF swill-havehad two
consecutive years of historical performance that will be measured for
purposes of determining Entity and Asset Class/Investment Type
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 Entity and Asset Class
Performance.

For purposes of measuring Entity and Asset-ClassAsset Class/Investment
Type Performance, the three-year historical performance cycle will not be
utilized for any specific asset-elassasset class and investment type (or subset
of an assetelassasset class and investment type) until that asset-elassasset
clags and investment type (or subset of that asset—eclassasset class and
investment type) has three years of historical performance as part of the
Performance Incentive Plan and, until that time, the actual years (full and
partial) of historical performance of that asset-elassasset ¢lass and investment
tvpe (or subset of that asset-elassasset class and investment type) while part
of the Performance Incentive Plan will be used as the measurement period.

For purposes of measuring Entity and AssetClassAsset Class/Investment
Type Performance of an asset-classasset class and investment type (or subset
of an asset-elassasset class and investment type) 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-elassasset class and investment
type (or subset of an asset-classasset class and investment type), but instead
the actual number of full months that the removed asset-elassasset class and
investment type was part of the Performance Incentive Plan during the then
in-progress three-year historical performance cycle will be used as the
measurement period.

UTIMCO Compensation Program Page 15

| 07/61/6707/01/08



(¢) For purposes of measuring Asset—ClassAsset Class/Investment Type
Performance for a particular Participant of an asset—elassasset class and
investment type (or subset of an asset-elassasset class and investment tvpe)
that is removed from or added to the Participant’s responsibility during the
then in-progress three-year historical performance cycle, the three-year
historical performance cycle will not be utilized for that removed or added
asset-classasset class and investment type (or subset of an asset-elassasset
class and investment type), but instead the actual number of full months that
the removed or added asset-elassasset class and investment type 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-ClassAsset Class/Investment Type Performance with
respect to such Participant.

5.10. Termination Provisions

{a) 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.

(b) 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 of such individual continue to vest and be paid subject to
the provisions of Section 5.7(b).

{c) If a Pasticipant 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, in lieu of any other Performance Incentive Award
under the Performance Incentive Plan, 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
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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 of such
terminated individual will vest immediately and be paid on a date selected in
the discretion of UTIMCO and in no event later than the last day of the
calendar year 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.

(d) 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
of such individual continue 1o 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.

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.
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(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.

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 resuli 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
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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.

7.3.  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.

(by 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.

7.4. 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.

7.5. 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.

7.6.  Unfunded Liability

(a) 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
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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.

{(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.

7.7. 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.

7.8, 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.

7.9.  Prior Plan

(a) Except as provided in the following paragraphs of this Section 7.9, this
restatemsent-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-ClassAsset Class/Investment Type Performance is the performance of
specific asset classes and investment types within the Total Endowment Assets
and the Intermediate Term Fund (such as US-publie-equitydeveloped country,
private eapitalinvestments, etc.) based on the standards set forth in Section 5.8(b).

Board is the UTIMCO Board of Directors.

Compensation Committee is the Compensation Commitiee 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 IT¥F 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. Systern 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 Fund 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-elassasset clasg
and investment type multiplied by the benchmark return for the asset-elassasset
class and investment type) for the various asset classes_and investment types in
the Intermediate Term Fund policy portfolio for the Performance Period.
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8.12.

8.13.
8.14.
8.15.
8.16.
8.17.

8.18.
8.19.

8.20.

8.21.

8.22.
8.23.
8.24,
8.25.

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
managing the Total Endowment Assets. The net investment return will be
calculated as follows:

Permanent University Fund Beginning Net Asset Valye 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 Retum
Total Endowment Beginning Net Asset Value

Nonvested Deferred Award is defined in Section 5.6(b).
Nonvested Deferred Award Account is defined in Section 5.7(a).
Paid Performance Incentive Award is defined in Section 5.6(a).
Participant is defined in Section 5.3(a).

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 more
than 10 full-time employee positions, allocations to alternative assets in excess of
40%, and with assets greater than $3-2.5 billion, all to be determined as of-en the
last day of each of the three immediately preceding Performance Periods and-as
set forth on Appendzx B prov1ded however that Harvard—University’s
S — and-the Total Endowment
Assets are excluded from the Peer Group. The Peer Group will be updated from
fime to time as deemed appropriate by the Board, and Appendix B will be
amended accordingly.

Performance Goals are defined in Section 5.4.

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.

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

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

Performance Period is defined in Secfion 5.2.
Prior Plan is defined in Section 7.9.
Salary Structure is described in Section 4.1.

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,
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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-classasset class
and investment type multiplied by the benchmark return for the asset-elassasset
class and investment type) for the various asset classes and investment types in
the Total Endowment Assets policy portfolio for the Performance Period.
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Appendix A

Performance Incentive Award Methodology
(for Performance Periods beginning on or after July 1, 20672008)

I Determine “Incentive Award Opportunities” for Each Participanti

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 CEO that the weight allocated to the Entity Performance Goal is
7060%, the weight allocated to the Asset-ClassAsset Class/Investment Type
Performance Goal is 0%, and the weight allocated to the Individual
Performance Goal is 3640%.

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 ! on Appendix C may show that for a
Performance Period the applicable perceniages for determining the
Performance Incentive Award for the CEO are 4850% of his or her base
salary for achievement of Threshold level performance of all three
Performance Goals, 980100% of his or her base salary for achievement of
Target level performance of all three Performance Goals, and 186200% 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 CEO has a base salary of $495;0800575.000 for a Performance
Period, based on the assumed percentages set forth in Step #2 above, the
CEO will be eligible for a total award of $89,106287.500 (+850% of his or
her base salary) if he or she achieves Threshold level performance of all
three Performance Goals, $445;500575,000 (96100% of his or her base

! 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

salary) if he or she achieves Target level performance of all three
Performance Goals, and $893:0001,150.000 (188200% 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-Qualitative
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 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 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%)).

i ’ Q@ il L Wt Ta e W 12, o) Fh o Fal ot o f ke o

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 +5-12
different Incentive Award Opportunities for each Participant. For example,
for the CEO (based on an assumed base salary of $495;660575.000, 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 15-12 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 CEO
(based on assumed base salary of $495,000575.,000)

| Performance Goal Weight Threshold Level Target Level Maximum Level
Award Award Award
Group) #%:85--70)
Entity (TEA v. TEA 44-625.51% $39.761146.625 | $108,804203.25 | $397.600586.500
Policy Portfolio Return (F5-%.85x% [i]
+76.60)
Entity (ITF v. ITF Policy 38:59.0% (15 x $9,35625 875 $46,77851.750 | $93;555103,500
Portfolio Return) =0.60)
Asset-ClassAsset 0% $0 $0 $0
Class/Investment Type
tiﬁdéviéa&l—g Jualitative 3040% $26;730115.000 | $133;650230,00 | $267:300460.000
0
Total 100% $89,100287.500 | $445,500575.00 @ $894L0061.150.0
(3850% of 0 00
salary) (98100% of (+80200% of
salary) salary)

I1. Calculate Performance Incentive Award for Each Participant

Step 6. 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

ClassAsset Class/Investment Type Performance Goals are set forth in the

table for the applicable Performance Period -emTable-2;Table-3;-TFable4;
or—any—later—table—as set forth on Appendix Dj-as—applieable). The

measurement for the level of achievement (i.e., Threshold, Target, or
Maximum) for the Individual-Qualitative Performance Goal is initially
determined each Performance Period by the Participant’s supervisor, if any,
(in the case of the CCO, jointly by the Audit and Ethics Committee and the
CEQ). 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
Qualitative Performance Goal is determined each Performance Period by
the Compensation Committee. The Board will determine the CEO’s level
of achievement relative to the CEO’s Performance Goals.

Step 7. 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 Section 5.9. Determine
the level of achievement of each Participant’s Individual-Qualitative

Performance Goal.

Step 8. 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 CEO in

the table in Step #5 above) commensurate with the Participant’s level of
A-3



Step 9.

Performance Incentive Award Methodology

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 Jevels is determined by linear
interpolation.  For example, if the-65th-—percentile—of-the-Peer-Group
portien—eof—Total -Endowment—Assets—peortion—+100 bps of the TEA
benchmark portion of the Total Endowment Assets portion of the Entity
Performance Goal has been achieved, that pereentile-+100 bps is between
the Target (6@m~—pefeenale +75bps) and the Maximum (75®
percentile+150bps) levels so to determine the amount of the award
attributable to the~65"-percentile+100 bps of achievement of-the—Peer
Group-portion-of-the-TEA-—pertion-of the TEA benchmark portion of the
Total Endowment Assets 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 CEO, as illustrated in the table in Step #5, the
difference is $66;268293.250 ($132,536586.500-$66:268293.250)); (11)
divide 5-25 (the percentile-bps difference between the Target level of 667
pereentile+75 bps and the attained level of 65™-percentile+100 bps) by 45
735 (the percentile-bps difference between the Target level and Maximum
level) to get the fraction 54-5-25/75 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;268293,250 x 54525/75 = $22,68997.750);
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;68997,750 +
$66,268293.250 = $88,357391,000).

In determining the Asset-ClassAsset Class/Investment Type Performance
portion of an award for a Performance Period for each Participant who is
responsible for more than one asset-elassasset class and investment type
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-elassagset class and investment type for which
such Participant is responsible by comparing the actual performance to the
appropriate benchmark for the asset-elassasset class and investment type;
then, the award is calculated for the determined level of achievement for
each such asset-elassasset class and investment type by multiplying the
award commensurate with the level of achievement by the weight assigned
to the Asset-ClassAsset Class/Investment Type Performance Goal for such
Participant; then, the various asset classes and investiment types for which
the Participant is responsible are assigned a pro rata weight (i.e., the assets
in such asset-elassasset class and investment type relative to the total assets
under such Participant’s responsibility); then, each determined award for a
separate asset—elassasset class and investment fype is multiplied by the
weight for that asset-classasset class and investment type; and, finally, the
weighted awards are totaled to produce the Participant’s award attributable
to Asset-ClassAsset Class/Investment Type Performance.
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Step 10.

Step 11.

Step 12.

Step 13.

Performance Incentive Award Merthodology

In determmmg the awa:rd attributable to the En‘uty Performance Goal (FEA
@ : A P Re o), achievement
of the Total Endowment Assets portlon of the Entzty Performance Goal
(and the commensurate award) is weighted at 85% wrﬂw%&?é%—fe&ﬁae
¢ i pa-{and

then beﬁa—mulhphed by the We1ght aSSIgned to the En‘ﬁty Pe1formance Goal
for the Participant), and achievement of the Intermediate Term Fund
portion of the 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 $49§—9@9575 000 zf the CEO achmved the Target level (é@ﬂa

Assets portion of the Entity Performance Goal, and achieved the Maximum
level (+65-100 bps) of the Intermediate Term Fund portion of the Entity
Performance Goal, he or she would have earned an award of
$557,432396,750 for his or her level of achievement of the Entity
Performance Goal as follows: $66—268293 250 for Target levei of
achlevement he eer-Groy h

Maa&mam—levei—eilaehfevemeat—of the TEA benc ark portmn of the TEA
portion of Entity Performance Goal (+75-3%85 x -70-.60 x $891,600575.000)
plus $93;555103,500 for Maximum level of achievement of the ITF portion
of the Entity Performance Goal (.15 x -76.60 x $894.6001,150,000).

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.

Subject to any applicable adjustment in Step #13 below, add the awards
determined in Steps #8, #9, and #10 above for each Performance Goal (as
modified by Step #11) together to determine the total amount of the
Participant’s Performance Incentive Award for the Performance Period.

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 #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.



(NEEDS TO BE UPDATED)

Appendix B
UTIMCO Peer Group
Amberst College The Rockefeller University
Baylor College of Medicine The Texas A&M University
Boston College System and Foundations
Brown University UNC at Chapel Hill and
o . Foundations
California Institute of o o
Technology University of California
Case Western Reserve University of Chicago
University University of Cincinnati
Columbia University University of Delaware
Comell University University of Illinois and
Dartmouth College Foundation
Duke University University of Michigan
Emory University University of Minnesota and
. Foundation

Grinnell College o
Indiana Universi d University of Nebraska and
ndiana { niversity an Foundation
Foundation Universite of Notr D
Johns Hopkins University Unfversiy OfP otre lam?
Massachusetts Institute of pLversity of tennsylvama
Technology University of Pittsburgh
New York University University of Richmond

Northwestern University

Ohio State University and
Foundation

Pennsylvania State
University

Pomona College

Princeton University

Purdue University

Rice University

Smith College

Southern Methodist University
Stanford University
Swarthmore College

University of Rochester

University of Southern
California

University of Virginia
University of Washington

University of Wisconsin
Foundation

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 agsets in excess of §1 billion as of each fiscal year end June 2003, 2006, 2007,
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Appendix C

Eligible Positions
Weightings
Incentive Award Opportunities for each Eligible Position
(for each Performance Period)

C-1



Weighting
Asset Incentive Award Opportunity (% of Salary)
Eligible Position Entity Class Individua! < Threshold Threshold  Target  Maximum
Investment Professionals
President, CEO & CIO 6% 0% 30% % 18% 90% 180%
Deputy CIO & MD of Marketable Alt. Invest. 40% 40% 20% 0% 13% 65% 130%
Risk Manager 0% 0% 30% 0% 12% 60% 120%
MD, Public Markets Invest. 20% 0% 0% 0% 12% 60% 120%
MD, Inflation Hedging Assets 20% 60% 20% % 12% 0% 120%
Co-MD, Non-Marketable Alt Inv (n=2) 30% 50% 20% 0% 12% 6G% 120%
Manager of Operating Fund Investments 20% 60% 206% 2% 10% 50% 100%
Portfolio Manager, Equity Invest, 20% 60% 20% G% 10% 50% 100%
Sr. Portfolio Mgr., Fixed Income Invest. 20% 0% 20% 0% 10% 50% 100%
Portfotio Manager, Fixed Income Invest. 26% 60% 20% 0% 10% 50% 100%
Analytical Support-fnvestment 20% 60% 20% % 5% 25% 50%
Analytical Support-Risk Management 0% 0% 30% 0% 5% 25% 50%
Operations/Support Professionals
MD, Accounting, Firance & Admin. 2% 0% 80% 0% 10% 50% 100%
MD, Information Technology 20% 0% 80% 0% 10% 50% 100%
Manager, Finance & Administration 20% 0% 80% % 5% 25% 0%
Manager, Investment Reporting 20% 0% 80% 0% 5% 25% 50%
Manaper, Portfolio Accounting & Ops. 20% 0% 80% 0% , 5% 25% 50%

Weighting
Asset Incentive Award Cpportunity (% of Salary)
Eligible Position Entity Class Individual < Threshold Threshold Target Maximunm
Investment Professionals
President, CEO & CIO 0% 0% 30% 0% 20% 100% 200%
Deputy CI0 & MD of Marketable Alt. Invest, 4G% 40% 20% 0% 18% 90% 190%
Risk Manager 0% 0% 30% % 18% 0% 190%
MD, Public Markets invest. 20% 60% 20% 0% 18% 90% 190%
MD, inflation Hedging Assets 206% 60% 20% 0% 18% S0% 190%
MD, Nen-Marketable At Inv 30% 50% 20% 0% 18% 0% 190%
Sr. Portfolio Mgr., Fixed Income Invest, 20% 60% 20% 0% 0% 50% 140%
Portfolio Manager, Fixed Income Invest. 26% 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% 80%
Director, Non-Marketable Alternative 20% 60% 20% 0% 8% 40% 80%
Director. Rigk Management 70% 0% 30% 0% 8% 40% 80%
Agsoociate, Public Markets 20% 0% 20% 0% 6% 30% 70%
Associate, Marketable Altemative 20% 60% 20% 0% 6% 30% 0%
Associate, Inflation Hedging Assets 20% 60% 20% 0% 6% 30% %
Associate, Non-Marketable Alterative 20% 20% 60% % 6% 30% 70%
Associate, Risk Management T0% 0% 30% 0% 6% 30% 70%
Asalyst, Public Markets 20% 60% 20% 0% 6% 30% 50%
Analyst, Marketable Altermative 20% 0% 20% 0% 6% 30% 50%
Analyst, Inflation Hedging Assets 20% 60% 20% 0% 6% 30% 50%
Analyst, Non-Marketable Alternative 20% 20% 60% 0% &% 30% 50%
Analyst, Risk Management 70% 0% 30% 0% 6% 0% 50%
Operations/Support Professionals

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




Weighting

Asset Incentive Award Opportunity (% of Salary}

Eligible Position Entity Class Individyal < Threshold Threshold Target Maximum
Investment Professionals
President, CRO & CiO F0% 0% 30% 0% 20% 100% 200%
Deputy CIO & MD of Marketable Alt. Invest. 40% 40% 20% 0% 18% 90% 196%
Risk Manager 30% 0% 0% 0% 18% 90% 180%
MDD, Public Markets invest. 20% 60% 20% 0% 3% 90% 190%
MD, inflation Hedging Assets 20% 60% 20% (0% 18% 90% 190%
M3, Private Markets 30% 50% 20% 0% 18% 90% 190%
Sr. Portfolio Mgr., Fixed Income Invest, 20% 60% 20% 0% 16% 50% 140%
Portfolio Manager, Fixed Income Invest. 20% 60% 0% 0% 10% 50% 140%
Director, Public Markets 20% 60% 20% 0% 8% 40% 80%%
Director, Marketahle Alternative 20% 60% 20% 0% 8% 40% 80%
Director, Inflation Hedging Assets 0% 60% 20% 0% 8% 40% 8%
Director, Natuzal Resources 20% 0% 80% % 8% 40% 80%
Director, Private Markets 20% 0% 20% 0% 8% 406% &0%
Director, Risk Management 30% 0% 70% 0% 8% 40% 80%
Associate, Public Markets 2% 0% 0% 0% 5% 30% T0%
Associate, Marketable Alternative 20% 60% 20% 0% 6% 30% 0%
Associate, Inflation Hedging Assets 20% 60% 20% 0% 6% 30% T0%
Associate, Private Markets 20% 20% 60% 0% 6% 30% 70%
Associate, Risk Management 30% 0% 70% % 6% 30% 0%
Amnalyst, 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% % 6% 30% 30%
Analyst, Private Markets 20% 20% 60% 0% 6% 0% 50%
Anatyst, Risk Management 30% 0% 0% 0% 6% 30% 50%
Operations/Support Professionals

MD, Accounting, Finance & Admin, 20% % 80% 0% 10% 50% 140%
MDD, Information Techrology 2% 0% 0% 0% 10% 50% 140%
Manager, Finance & Administration 20% 0% 80% 0% 8% 40% 0%
Manager, Investment Reporting 20% 0% 80% 0% 8% 40% 80%
Manager, Portfolio Accounting & Ops. 0% 0% 80% 0% 8% 40% 80%
General Counset 0% 0% 100% 0% 8% 40% 8G%
Chief Compiiance Officer 0% 0% 190% 0% 8% 40% 80%




TABLE 1 (For the Performance Periods beginning after June 30, 2008)

Weighting

Asset Incentive Award Opportanily (% of Salary)

Eligible Position Entity Class Individual < Threshold  Threshold Target Maximum
Investment Professionals
CEQ & Chief Investment Officer 60% 0% 40% 0% 50% 100% 200%
President & Deputy CIO 30% 50% 20% 0% 45% 90% 190%
Managing Director 25% 56% 25% 2% 45% 6% 190%
Senior Portfolio Manager 20% 40% 40% G% 25% 50% 100%
Portfolic Manager 20% 40% 40% 0% 25% 50% 1060%
Director and Senior Director, Invesiment 20% 40% 40% 0% 20% 40% 30%
Director, Risk Management 36% 0% 70% 0% 20% 40% 8%
Associate and Senior Associate, Investment 15% 30% 35% 0% 8% 35% T0%
Associate, Risk Management 30% % 0% 0% 18% 35% %
Analyst and Senior Analyst, Investment 10% 20% TG% 0% 13% 25% 50%
Analyst, Risk Management 30% 0% 0% 0% 3% 25% 50%
Operations/Support Professionals

Senior Managing Director 0% 0% 80% % 30% 60% 120%
Managing Director 20% 0% 80% 0% 25% 50% 100%
General Counsel & Chief Compliance Officer 0% 0% 100% 0% 25% 50% 100%
B&uager 20% 0% 30% 0% 20% 40% 80%




Appendix D

Benchmarks for Asset-ClassAsset Class/Investment Type

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)



EPBATED TABEE4TABLE 2 (7/1/06 through 6/30/07)

Policy Portfolio Weights

Performance Standards
Total Endowment ¥FF
Agsets
Asset Class Benchmark (%o of Portfolioy (% of Portfelio)  Threshold Target Maximum
Entity: Peer Group {Total Endowment Funds)  Peer group (Endowments w/>$1 B assets) nfa nfa 40th %ile  60th %ile  75th Y%ile
Entity: Benchmark (Intermediate Term Fund}  Policy Portfolio nfa nfa +Gbps  +325bps  +65 bps
US Public Equity Russell 3000 Index 20% 13% +0 bps +31bas 62 bps
Non-US Developed Equity MSCI EAFE Index with net dividends 10% 5% +0bps  +375bps  +75bps
Emerging Markets Equity MSCT Emerging Markets Index with net 7% 5% +0bps +75bps  +15G bps
dividends
Directional Hedge Fands MSCI Investable Hedge Fund Index 10% 12.5% + bps +63bps  +130bps
Absolute Return Hedge FPunds MSCI Investable Hedge Fund Index 15% 12.53% +0 bps +50bps  +100 bps
Private Equity Customn Benchmark Created from Venture 1% " +0bps  +103.5bps +207 bps
Economics Database 0%
Venture Capital Custom Benchmark Created from Yenture 4% +ibps  +105.5 bps +207 bps
Economics Database 0%
REITS Dow Jones Wilshire Real Estate 5% 105 “0Obps +37.5bps  +75bps
Securities index ®
Commodities Combination index: 66.7% Goldman 3% 5% +0bps  +17.5bps  +35bps
Sachs Commodity Index mines 5% plus
33.3% DI-AIG Commaodity Index
TIPS [.ehman Brothers US TIPS Index 5% 10% +bps  +25bps A5 bps
Fixed Income Lehman Brothers Aggregate Bond Index 10% 25% Hbps  +12.5bps 425 bps
Cash 90 day t-bilis 0% 0% +0 bps +0 bps +0 bps

UPDATED FABEE4TABLE 2 (7/1/07 through 6/30/08)

Policy Portfolio Weights

Performance Standards
Fotal Endowment ITF
Assels
Asset Class Benchmark (% of Portfolio) (% of Partfolia) Thresholkd ‘Target Maximum
Entity: Peer Group (Total Endowment Funds) Peer group {Endowments w/>31 B assets) nfa nfa 40th %ile  60th %ie  75th %ile
Entity; Benchmark {Total Endowment Funds) Policy Portfolio n/a nfa +0bps  +100bps +130bps
Entity: Benchmark (Intermediate Term Fund} Policy Pertiolic nfa nfa +0bps  +325bps  +65 bps
S Public Equity Russel! 3000 Index 20% 5% +0 bps +31bps 162 bps
Non-US Developed Equity MSCI EAFE Index with net dividends 10% 5% +Obps  +3750ps  +75 bps
Emerging Markets Equity MSCI Emerging Markets Index with net % 5% +0 bps +15bps  +150 bps
dividends
Directional Hedge Funds MSCI investable Hedge Fund Index 10% 12.5% +0 bps +65 bps  +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% " +Qbps  +103.5 bps +207 bps
Economics Database 0%
Venture Capital Custom Benchmark Created from Venture 4% +bps 1035 bps +207 bps
Economics Database &%
[REITS Dow Jones Wilghire Real Estate 5% L0% +H0bps  +37.5bps  +TSbps
Securities Index *
Commodities Combination index: 66.7% Goldman 3% 5% dbps F175bps +35bps
Sachs Commodity Index minus 3% plus
33,3% DIJ-AIG Commodity Index
TIPS Lehman Brothers US TIPS Index 3% 10% +0bps  +25Dbps  +5 bps
Fixed Income T.ehman Brothers Aggregate Hond Index 10% 25% +0obps  +125bps 425 bps
Internal Credit Credit Related Composite Index 0% 0% +Hbps  +i25bps 25 bps
Cash 8¢ day t-bills 0% 0% +0 bps +0 bps +0 bps




UPDATED TABLE 2 (7/1/08 through 6/30/09)

Policy Portfolio Weights

Performance Standards

Specitic asset eluss bonchmark:
Tmtermyl Invesument Grade Fixed Incoine

US Lehma Agarcaate

Totai
Endowment ITF
Asset Class/Inyestment Type Benchmazk (% of Portfolio) (% of Portfolio) Threshold  Target  Maximum
fintity: Benchmark (Towl Endowment Fonds) Policy Ponfotio nla nfa + bps +75 bps +150) bps
Hatity: Benchmark (Istormodiane Term Fund) Poticy Portiolio nia nfa + bps +50 bpis +100 bps
Investment Grade Fixed Income 7.0% 306 +0 bps +12.5 bps +25 bps
i Litads Tased Hivome Lehman Brotiers Global Agpregaze index ; o P i

Credit-Related Fixed Income Lehuwn Brothers Global High-Yield 1.24% 20% +0bps +15 hps +30 bps

Tredex
Real Estate FUSE BPRAMAREIT Global Index 5.5 10.0% +bps #375bps +75Dbps
Natural Resources Combigation index ~ 30% Dow Jones- 5.3 SA% +Hbps  +37.5bps +TS bps

AIG Commuodities Index + 50% MSCI

Waorld Natusral Resources Tndex
Develop Country Baguity MSCI World Index with not dividends 19.5% 0% + hps +35 bps +70 by
Eimerging Markets Bguity MSCE Emerging Markots with net 10,59 0% +0 hps +75 hps +150 bps

dividends
Fedge TFunds (Loss Correlated & Constrained MSCI Investable Hedpe lund Tndex 33.0%% 25405 +0bps  +125bps  +250 bps
Investmonts)
Private Byvostmoents (excludes Real lstic) Venmure Eooaomics Custons [ndex 17.0% (8 +) bps +100 bps +200 bps
Private Investments Real Hstate NACREI Custom Index L 0%, +0bps #3785 hps TS bps

+0bps  +125bps  +35 bpg
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Agenda ltem:
Developed By:
Presented By:

Type of ltem:

Description:

Recommendation:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

Discussion and Appropriate Action Related to UTIMCO 2008-09 Budget

Zimmerman, Shepherd, Moeller
Zimmerman

Action required by UTIMCO Board; Action required by Board of Regents of The
University of Texas System (“U.T. Board”)

The Master Investment Management Services Agreement with UTIMCO (IMSA")
sets forth the annual budget and management fee requirements. UTIMCO submits
to the U.T. Board its proposed annual budget for the following fiscal year within the
time frame specified by the U.T. Board for other annual budget submissions. The
annual budget includes all estimated expenses associated with the management of
the Investment Funds. The annual budget also includes an annual UTIMCO
management fee which includes all operating expenses associated with the general
management of the funds, including, without limitation, reasonable salaries, benefits
and performance compensation of porifolio management and support personnel,
expenses for consulting services, office space lease expenses, office furniture and
equipment expenses, professional, legal, payroll, and other general services, travel,
insurance, capital expenditures, and other miscellaneous expense incurred by
UTIMCO in connection with the performance of its obligations under the IMSA. At
the same time UTIMCO submits its annual budget, it submits to the U.T. Board an
allocation formula for charging the annual budget to the in the Investment Funds. In
addition to the annual budget, UTIMCO submits its capital expenditures budget.

During the preparation of the annual budget, a reserve analysis is also prepared.
Within 90 days after the end of each fiscal year in the event that there is a surplus,
UTIMCO distributes that portion of the cash reserves as may be directed by the U.T.
Board back to the Funds which generated the surplus.

UTIMCO staff recommends that the UTIMCO 2008-2009 Annual Budget, Capital
Budget, Management Fee Request, and Allocation Schedule be approved as
presented.

Mr. Zimmerman will present the Budget Review for UTIMCO’s annual budget for
2008-09 fiscal year. UTIMCO staff has proposed a tfotal annual budget of
$66,788,537 for the 2008-09 fiscal year, a 3.4% increase over the prior year budget
and a 8.8% increase over the 2007-08 forecast. Included in the total annual budget
is a proposed Management Fee Request of $16,543,709 for the 2008-09 fiscal year,
a 7.6% increase over FY 2008. Additionally, UTIMCO staff has proposed a capital
budget of $220,000, a decrease of $135,569 as compared to the prior year budget
and a decrease of $395,710 as compared to the 2007-08 forecast. The
Management Fee Request is the amount paid by the Funds directly to UTIMCO for



Reference:;

Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

corporate operations and the Allocation Schedule reports the fees charged fo each
of the Funds. The proposed Annual Budget, Management Fee Request, and
Allocation Schedute are included on page 13 of the presentation.

The University of Texas Office of Finance staff, Philip Aldridge and William Huang,
has reviewed the annual budget and prepared the "Fiscal Year 2009 UTIMCO
Budget Review."

UTIMCO staff projects UTIMCO'’s available cash reserves fo be $1.9 million, as
documented on page 14 of the presentation, and staff is not recommending that the
cash reserves be distributed back fo the Funds at this time. Mr. Aldridge and Mr.
Huang concur with the recommendation.

UTIMCO Budget Review



RESOLUTION RELATED TO BUDGET

RESOLVED, that the Corporation’s Annual Budget of $66,788,537, Management
Fee Request of $16,543,709, Capital Budget of $220,000, and the Allocation
Schedule as provided to the Board for the period beginning September 1, 2008
through August 31, 2009, be, and is hereby, approved, subject to approval by the
Board of Regents of The University of Texas System.
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'Agenda Item:

Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

Discussion and Appropriate Action Related fo the Pooling of the More Correlated

- and Constrained {MCC) Investments

iberg
lberg
Action Regquired by UTIMCO Board

UTIMCO is proposing to pool for investment purposes the PUF, GEF's and ITF’s
More Correlated and Constrained (MCC) investments and fo establish intemally
managed commingled funds consistent with the asset allocation policy for the MCC
investment types. UTIMCO expects to create internally managed commingled funds
for Fixed Income-Investment Grade, Fixed Income-Credit Related, Real Estate,
Natural Resources, Developed Country Equity and Emerging Market Equity. 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, regardless of the name in
which the assets may be registered.

UTIMCO staff recommends approval to create the internally managed commingled
funds for the purpose of holding the existing PUF, GEF and ITF investments and for
the purpose of making additional MCC investments or redeeming existing MCC
investments.

Commingling the MCC investments by creating internally managed commingled
MCC pools will streamline the recordkeeping; reporting and administrative functions
associated with the MCC investmenis for the PUF, GEF and ITF. UTIMCO
anticipates pooling the MCC investments on November 1, 2008. Consistent with
prior action by the Board in approving the pooling of hedge fund investments and
private equity investmenis staff is seeking approval from the UTIMCO Board fo
create internally managed commingled funds for the purpose of pooling existing
MCC investments, and for the purpose of making additional MCC fund investments
and redempfions. In conjunction with such approval the UTIMCO Board is
acknowledging that prior MCC investments were approved by or presented to the
Board as an initial capital amount of a named investment of the PUF, GEF, and [TF
and is further waiving the stated amounts and percentages previously authorized for
investment by the PUF, GEF and |TF coinciding with the creation of the internally
managed commingled MCC pools.

In addition to the above, UTIMCO is disclosing to the Board that the pooling of the
existing MCC investments into internally managed commingled pools may confer a
benefit to the PUF, GEF, or ITF as the ownership in the existing investments by the
each Fund may be different than their respective undivided ownership interest in the
pool. Allocation of capital fo existing mandates is not pari-passu across the



Reference:

Agenda Iltem
UTIMCO Board of Directors Meeting
July 23, 2008

endowment funds (PUF and GEF) and the ITF. However, future performance of
each respective invesiment mandate is not predictable. In determining the
ownership interest of the PUF, GEF, and ITF in the respective pools all MCC
investments shall be valued at market value as of October 31, 2008.

MCC Pooling Rationale discussion



RESOLUTION RELATED TO PCOLING OF
MORE CORRELATED AND CONSTRAINED INVESTMENTS

RESOLVED, that the Board approves the creation of one or more internally-
managed commingled funds, as necessary, for the purpose of pooling existing More
Correlated and Constrained (MCC) investments currently held by the Permanent
University Fund (PUF), the General Endowment Fund (GEF), and the Intermediate
Term Fund (ITF), and for the purpose of making additional MCC investments or
redeeming MCC 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 MCC investment for only the PUF, GEF or the ITF or prescribed a
stated amount or percentage of a MCC investment for the PUF, GEF or the ITF,




MCC Pooling Rationale
July 23, 2008

Proposed Pooling of More Correlated and Constrained (MCC) Investments:

Staff proposes pooling the existing and future MCC investments into commingled pools
consistent with the asset allocation policy for the PUF, GEF, and ITF. The practice of
commingling the investments into various investment pools will reduce the
administrative burden of allocating investments across three accounts and will facilitate
the ability to rebalance the portfolio between the PUF, GEF, and ITF on a pari-passu
basis. UTIMCO has previously created internally managed pools for private and hedge
fund investments and is experienced in creating such vehicles.

The MCC pools provide a number of advantages:

o Provides an easier mechanism to “true-up” exposure differences between the PUF,
GEF, and ITF.

o Eliminates performance discrepancies across the funds as investments are allocated
pari-passu to the PUF, GEF, and ITF.

e Reduces external manager confusion in establishing accounts for the various Funds.

e Reduces Mellon custody fees as transaction costs are reduced.

s Passively managed investments are expected to decline as active managers will
replace some of the existing passive exposure. Therefore, pooling prior to increased
transactional activity is well timed.

The Staff firmly believes the benefits outweigh any concerns. However, the following

items should be noted:

o Pooling the existing assets will result in the PUF, GEF, and ITF owning a slightly
different mix of managers relative to their current exposure. In conjunction with the
formation of the ITF there were existing manager relationships that did not receive
funding by the ITF, either due to lack of additional capacity or a view toward the
weighting of the investment mandate in conjunction with the overall asset mix of the
ITF. Staff believes that the mandates should be managed pari-passu as benchmarks
across the funds are identical.,

s Conversion to a pooling format causes some upfront admmmtrative burden as
existing documentation needs to be amended to coincide with the new mandate and
the pooled accounts need to be established.

Recommendation:
UTIMCO seeks approval from the BOD to pool the combined the MCC investments of

the PUF, GEF, and ITF.
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Agenda ltem:
Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

" Discussion:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 23, 2008

Discussion of Investment Environment
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 fo get input from Board members on issues, concemns, and opportunities
in the current investment environment. The conversation will be unsfructured and

open-ended.

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

Description:

Recommendation:

Discussion:

Reference:

Agenda item
UTIMCO Board of Directors Meeting
July 23, 2008

Discussion and Appropriate Action related to Private Investment

Eakman, Bigham

Eakman, Bigham

Action ltem

The Private Markets staff is requesting approval to commit an additional $100 million
to Reservoir Capital Investment Partners (Cayman), L.P. UTIMCO committed $40
million to Reservoir in 2005 and now has the opportunity o increase its exposure.

UTIMCO's Delegation of Authority Policy requires the staff to provide the Directors
with the oplion to review this additional investment because the proposed

commitment to the subject investment vehicle is an increase that exceeds $50 million

to existing funds under management in an existing investment vehicle. In lieu of
providing the option to review to Directors, the Private Markets staff will present the
merits of the investment and field questions from the UTIMCO Board in the briefing
session. In addition, this investment requires a Board vote due to a potential conflict
of interest with a UTIMCO Board member. The UTIMCO Board has previously been
provided with the Reservoir investment recommendation.

UTIMCO staff recommends an additional $100 million commitment fo Reservoir
Capital Investment Partners (Cayman}, L.P.

The staff supports making the commitment to Reservoir Capital Investment Partners
(Cayman), L.P. because it will allow UTIMCO to invest with a proven manager that
has generated value for the endowments.

Delegation of Authority Policy



RESOLUTION RELATED TO PROPOSED INVESTMENT IN
RESERVOIR CAPITAL INVESTMENT PARTNERS (CAYMAN), L.P.

WHEREAS, the Corporation’s Private Invesiments staff has recommended an
additional $100 million commitment to Reservoir Capital Investment Partners
(Cayman), L.P.; and

WHEREAS, such commitment exceeds the stated authority of the Corporation’s staff
in the Delegation of Authority Policy and requires the Corporation's Private
Investments staff fo provide Directors an option to review the proposed investment;
and

WHEREAS, in lieu of providing Directors with an option to review the proposed
investment, the Private Investments staff has presented the proposed investment to
the Board at this meeting; and

WHEREAS, Director Ardon Moore has disclosed a conflict of interest in the proposed
investment, which he acquired before the date he assumed his position on the Board
and does not constitute a pecuniary interest as defined by Section 3.01(b) of the
UTIMCO Code of Ethics {Code), and pursuant fo Section 2.06(a) of the Code must
absent himself from any deliberations related to the proposed investment and refrain
from voting on the matter; and

WHEREAS, Section 3.03 of the Code provides that the Corporation may not invest in
the private investments of a business entity if a director or director entity then owns a
private investment in the same business entity unless: (a) the director or director
entity acquired the private investment before the date on which the director assumed
a position with UTIMCO; (b) the director's private investment does not constitute a
pecuniary interest in a business entity as defined by Section 3.01(b) of the Code;
and (c) the Board approves the investment by UTIMCO or the UTIMCO entity by a
vote of two-thirds of the membership of the Board after a full disclosure in'an open
meeting of the relevant facts and a finding by the Board that the investment will not
benefit the director or director entity financially; and

WHEREAS, Director Moore has disclosed his interest in Reservoir Capital
Investment Partners (Cayman), L.P. and has absented himself from all deliberations
related to the proposed investment as required by the Code.




NOW, THEREFORE, BE IT

RESOLVED, that the Board approves an additional $100 million commitment to
Reservoir Capital Investment Partners (Cayman), L.P. 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”) and directs staff to negotiate
and enter into a contract with Reservoir Capital Investment Partners (Cayman), L.P.
(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, the President and Deputy
ClO, 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 fo 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.
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