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UTIMCO BOARD OF DIRECTORS
MEETING AGENDA
November 7, 2008

UTIMCO
401 Congress Ave., Ste. 2800
Austin, Texas 78701
Agenda [tem

Call to Order/Discussion and Appropriate Action related to Minutes of July 23, 2008
Meeting and July 24, 2008 Joint Meeting with the Board of Regents of The University of

Discussion and Appropriate Action related to Legal Counsel*

Recess for Briefing Session pursuant o Texas Education Code Section 66.08(h}{2)

Pursuant fo Sections 551.071 and 551.074, Texas Government Code, the Board of
Directors will convene in Executive Session to Recelve the Advice of Legal Counsel
Regarding the Fiduciary Obligations of the Directors and fo Consider Individual Personnel
Compensation Matters including Report of Compensation Committee Regarding Individual
Performance Incentive Awards for the Petformance Period ended June 30, 2008.

- Discussion and Appropriate Action related fo Amendments to Appendix B of UTIMCO

- Discussion and Appropriate Action related to Personnel Performance Incentive

- Discussion and Appropriate Action related fo Designation of Employee in Eligible
Position as a Participant in the UTIMCO Compensation Program for the 2008-09

Discussion and Appropriate Action related to Designation of Key Employees®

Report on and Discussion and Appropriate Action related to items from Audit and Ethics

Report on and Discussion and Appropriate Action related to Items from Policy Committee*

Time ltem #
Begin End
8:00 a.m, 8.05 a.m. 1 Open Session:
Texas System*
8:05 a.m. 8:20 a.m. 2
8:20 am, 9:50 a.m. 3 Endowment and Operating Funds Update Report
8:50 am. 11:30 a.m, 4 Report on Public Markets
11:30 am. 1:00 p.m,
related to Investments
1:00 p.m. 2:00 p.m. 5  Reconvene into Open Session:
Lunch and Discussion of Investment Environment
2:00 p.m. 315 pm. 6  Executive Session:
Reconvene into Open Session
Consideration of Compensation Committee Report:
Compensation Program (UTIMCO Peer Group)*
Awards*
Performance Period”
315 p.m. 3:30 p.m. 7
Committee™
3:30 p.m. 3:45 p.m, 8
3:45 p.m. 4:00 p.m. 8 Reportirom Risk Committee
4:00 p.m. 445 pm. 10 UTIMCO Organization Update
4:45 p.m. 5:00 p.m. 11 Report on 2009 Meeting Dates

* Action by resolution required

Members of the Board may attend the meefing by telephone conference call pursuant to Tex. Educ. Code Ann. § 66.08(h){2)(B). The telephone
conference will be audible to the public at the meeting location specified in this notice during each pari of the meeting that is required to be open

to the public,

Next Scheduled Meeting: February 5, 2009
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RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the meeting of the Board of Directors held on July
23, 2008, and the Joint Meeting with the Board of Regents of The University of
Texas System helid on July 24, 2008, be, and are hereby, approved.



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

The Board of Directors (the "Board”) of The University of Texas Investment Management Company (the
“Corporation”} convened in an open meeting at 12:05 p.m. on the 23rd day of July 2008, at the offices of
the Corporation, Suite 2800, 401 Congress Avenue, Austin, Texas, said meeting having been called by the
Chairman, Robert B, Rowling, with notice provided to each member in accordance with the Bylaws. The
audio portion of the meeting was electronically recorded.

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

Robert B. Rowling, Chairman
J. Philip Ferguson, Vice Chairman
Kenneth |. Shine, Vice Chairman for Policy
Paul Foster
Colleen McHugh
Ardon E. Moore
Erle Nye
Charles W. Tate

Accordingly, a majority and quorum of the Board was in aftendance. Director Clint Carlson did not attend
the meeting. Also attending the mesting were Bruce Zimmerman, CEC 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 Officer 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; other Staff members, all of the Corporation; Keith Brown of the McCombs School of Business
at UT Austin; Jim Phillips, Charles Chaffin, Philip Aldridge, Anthony de Bruyn, William Huang, Moshmee
Kalamkar; Miles Ragland and Roger Starkey of UT System Administration; Bruce Myers, Hamilton Lee, and
Jeanne Rogers of Cambridge Associates; and Nancy Hibschman of Mercer. Jerry Turner, external General
Counsel for the Corporation joined later in the meeting as noted in the minutes. Mr. Rowling called the
meeting to order at 12:05 p.m.

Minutes

The first matter fo come before the Board was approval of the minutes of the meeting of the Board of
Directors held on Aprit 25, 2008. Upon motion duly made and seconded, the following resolution was
unanimously adopted:

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



Endowment and Operating Funds Update

Mr. Rowling asked Mr. Zimmerman fo present the Corporation's endowment and operating funds update.
Mr. Zimmerman reported performance numbers as of May 31, 2008. The net performance for the one-
month period ended May 31, 2008, for the Permanent University Fund {(PUF) was 1.50% and for the
General Endowment Fund (GEF) was 1.44%, versus benchmark returns of 0.80% for each fund. The net
performance for the one-year period ended May 31, 2008, for the PUF and GEF were 4.82% and 5.25%,
respectively, versus benchmark returns of 2.87% for each fund. The Intermediate Term Fund's (ITF)
performance was 0.93% versus its benchmark return of 0.11% for the one-month peried, and was 5.83%
versus its benchmark return of 1.71% for the one-year period ended May 31, 2008, Performance for the
Short Term Fund (STF) was 0.25% versus 0.03% for its benchmark return for the one-month period, and
was 4.65% versus a benchmark return of 3.85% for the one-year period ended May 31, 2008. Mr.
Zimmerman reviewed portfolio policy ranges and policy targets, and then presented the Market Exposure
chart showing market exposure and deviations from policy fargets within tactical policy ranges, Mr.
Zimmerman reported on risk and leverage, and reviewed a comprehensive derivative report as of May 31,
2008. Mr. Tumer joined the meeting at this time. Mr. Zimmerman reviewed the funds comparing asset
class and investment type targets, ranges and performance objectives. Also presented was manager
exposure, liquidity and investment activity as of May 31, 2008. Mr. Zimmerman, Ms. Iberg, Mr, Eakman,
Mr. Schau, Mr. Warner and Mr. Myers answered the Directors’ questions.

investment Strategy Review 2008

Mr. Rowling asked Mr. Zimmerman to proceed to the Investment Strategy Review 2008, Mr. Zimmerman
explained that because this topic had been presented and discussed in detail at the last Joint Policy and
Risk Committee meeting which included most members of the Board, he would present a summary of the
information. He reported that the objective of this year's investment strategy review was to assess the
porifolio’s current position in relation to the initial multi-year plan and recentfexpected market conditions
and recommend “mid-Course corrections” o the originally proposed mulfi-year implementation plan as well
as to recommend fargets and ranges for FY 2011, Mr. Zimmerman also reported that as part of the annual
review of the investment policies, the Staff was requesting approval for changes to Exhibits A to the
Investment Policy Statements for the PUF and GEF and Exhibits B to the Permanent Health Fund (PHF)
and Long Term Fund (LTF) Investment Policy Statements, for the fiscal year ending August 31, 2008,
effective July 24, 2008. This change related fo increasing the Private Investments maximum range fo 20%
{up from 16.8%). The Board was also requesied fo approve amendments fo the Exhibits fo the Investment
Policy Statements for the PUF, GEF, PHF, LTF, and Intermediate Term Fund, fo reflect changes to the
implementation plan proposed for FY 09 and FY 10 as well as to recommend iargets and ranges through
FY 2011. Mr. Zmmerman provided for review a handout from Cambridge Associates with data comparing
the top ten performing endowments over the past five (5) years and their percentage of assets in iiliquid
investments. Mr. Zimmerman, Ms. lberg and Mr. Eakman answered the Directors’ questions.

Risk Committee Report

Mr. Rowling asked Mr. Tate to report on the last meeting of the Risk Commitiee. Mr. Tate stated that the
Policy and Risk Committee had a joint meeting on July 15, 2008, directly followed by a Risk Committee



meeting. Mr. Tate reported that two of the items on the joint Committee meeting agenda had already been
discussed during Mr. Zimmerman's Investment Strategy Review 2008, which included a recommendation
for mid-course corrections and a recommendation for targets and ranges for FY 2011. Two additional
items covered at the Joint Committee meeting were proposed amendments to the Liquidity Policy and Staff
recommendations related to revisions to the benchmarks. Mr. Zimmerman gave the Board an overview of
the proposed revisions fo the benchmarks and briefly explained the Liguidity Policy changes, which were
discussed in more defall during the Policy Committee report. Mr. Tale aiso reported that the Risk
Committee discussed and fook appropriate action related fo categorization of new investment mandates
and re-categorization of investment mandates but there was no acition needed by the Board from the Risk
Committee report.

Policy Committee Report

Mr. Rowling asked Ms. McHugh to give a report from the Policy Committee. Ms. McHugh stated that the
Policy Commitiee also met on July 15, 2008, followed by the Joint Policy and Risk Committee meeting.
During the meeting, the Committee was presented with an overview of proposed changes fo the Code of
Ethics recommended by the Staff. These proposed amendments were approved by the Commitiee subject
to further approval by the Board and the UT System Board of Regents. Upon motnon duly made and
seconded, the following resolution was passed unanimously:

RESOLVED, that amendments 1o 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.

Also discussed at the Joint Policy and Risk Committee were proposed amendments to the Liquidity Policy.
The Liquidity Policy included new liquidity limits and trigger zones for the fiscal years ending 2009 and 2010
for the Endowment Funds and added fiscal year ending 2011 liquidity limits and trigger zones for both the
Endowment Funds and the intermediate Term Fund, In addition, the unfunded commitments maximums in
the Liquidity Policy were changed for the fiscal years ending 2008, 2009, and 2010 and the maximum
permitted amount for fiscal year 2011 was added. The Policy and Risk Committees reviewed and
approved the proposed amendments to the Exhibits of the Investment Policy Statements as presented. Mr.
Zimmerman and Ms. Gonzalez answered the Directors’ questions. Upon motion duly made and seconded,
the following resotution was unanimously adopted:

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 fo approval by the Board of Regents of The University of Texas
System

Audit and Ethics Committee Report

Mr. Rowling asked Mr. Nye o give a report from the Audit and Ethics Commitiee. Mr. Nye stated that the
Audit and Ethics Committee met on July 15, 2008. The Audit and Ethics Committee discussed and




approved the recommended changes fo the Code of Ethics prior fo submission to the Policy Committee for
its approval and which had been approved by the Board earlier in this meeting. The Commitiee reviewed
unaudited financials for the period ended May 31, 2008, for the Investment Funds and the Corporation;
reports by the UT System Audit Office; and a report from the external auditor, Deloitte & Touche, LLP. Also
reviewed was the Audit and Ethics Commitiee’s self-assessment as well as other compliance, reporting
and audit issues. Mr. Nye stated that the Committee was pleased with the results of the self-assessment
and also with the progress of the newly appointed Chief Compliance Officer, The Committee met with the
General Counsel and Chief Compliance Officer without the presence of the CEO and Chief Investment
Officer to provide an opporiunity for an open-ended discussion on compliance matiers. During the meeting,
the Commitiee also approved the Chief Compliance Officer's base salary, performance incentive plan
participation, and performance goals for the 2008-2009 fiscal year, and jointly with the CEOQ, recommended
same fo the Compensation Committee for its approval. Also presented was ah update fo 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. The Committee approved Deloitte &
Touche, LLP as the independent auditor of the Corporafion for the year ended August 31, 2008, and
recommended that the UTIMCO Board also approve Deloitie and Touche, LLP as the Corporation's
independent auditor. Upon motion duly made and seconded, the following resolution was unanimously
adopted:

RESOLVED, that the firm of Deloitte & Touche, LLP be, and is hereby, engaged
as the independent auditor of the Corporation for the year ended August 31, 2008.

Executive Session

Mr. Rowling, at 2:37 p.m., announced that, “The Board of Directors of The University of Texas Investment
Management Company having been duly convened in Open Session and notice of this meeting having
been duly given, | hereby announce the convening of a closed meelfing as an Executive Session fo
deliberate individual personnel maiters. This Executive Session meeting of the Board is authorized by
Texas Government Code § 551,074, The time is now 2:37 p.m. and the date is July 23, 2008."

Reconvene in Open Session

The Board reconvened at 3:45 p.m. in open session and Mr. Rowling announced that, “The Open Session
of the Board of Directors of The University of Texas Investment Management Company is now reconvened.
The date is July 23, 2008, and the time is now 3:45 p.m. During the Execufive Session, the Board
deliberated individual personnel matters, but did not take any final action or voles, or make any decisions.”

Compensation Committee Report

Mr. Rowling asked Mr. Ferguson to give a report from the Compensation Committes. Mr. Ferguson said
the Compensation Committee had met throughout the year in effort to work with the Corporation’s human
resource consultant, Mercer, to recommend changes to the Compensation Program (the "Plan”). The
objective was to simplify the Plan, i.e., make it more understandable and transparent, and move from peer



group concentric to benchmark concenfric. Mr. Ferguson continued that although the Commitlee was
prepared {o delete the provision in the Plan requiring the deferral of 30% of the actual incentive awards
based on the recommendation it had received from Mercer, the Committee Members agreed fo retain the
deferral provision for the 2008/2009 Performance Period and would fake up the elimination of the deferral
provision for future Performance Periods after the 2008/2009 year at a future mesting. Mr. Ferguson
recommended approval, on behalf of the Compensation Commitiee, of the amendments fo the UTIMCO
Compensation Program as stated in the resolution below. Upon motion duly made and seconded, the
following resolution was unanimously adopted:

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 ifs discretion to amend the Prior Plan or any portion
thereof from time fo fime; and

WHEREAS, the Charter of the Compensation Commitfee of the Board (the
‘Commitiee”) requires the Committee {o recommend fo the Board any proposed
amendments fo the Prior Plan; and

WHEREAS, the Compensation Committee has proposed certain changes fo the
Prior Plan fo be incorporated infe 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, subiject to the approval of the Board of Regents of The University of Texas
System.

Mr. Ferguson next requested approval of the base salary of the Corporation’s CEO for the fiscal year 2008-
2009 as recommended by the Compensation Committee.  Upon motion duly made and seconded, the
following resolution was approved unanimously:

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
$575,000.

Mr. Ferguson continued by requesting that the Compensation Committee’s recommendation relating to the
qualitative performance goals of the Corporation's CEO be approved by the UTIMCO Board. Upon motion
duly made and seconded, the following resolution was approved unanimousty:

WHEREAS, Section 5.4(a) of the UTIMCO Compensafion Program (the “Pian")
provides that the Compensation Commitiee {the “Commiitee”} of the Board of



Directors of UTIMCO (the "Board"} will approve the Performance Goals for each
Participant (other than for the CEO) each Performance Period; and

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

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

NOW, THEREFORE, be it:

RESOLVED, that the Board approves the Qualitative Performance Goals for the
CEO for the 20082009 Performance Period, effective as of July 1, 2008, as set
forth in the document presented to the Board.

Mr. Rowling expressed his appreciation to Mr. Zimmerman for a job well done during his first year and
looks forward to working with him in achieving these new goals for the next year.

One final recommendation from the Compensation Committee presented by Mr. Ferguson was approval of
the designated Participants in the UTIMCO Compensation Program for the 2008/2009 Performance Period,
effective July 1, 2008. Upon motion duly made and seconded, the following resoiution was approved

unanimously;

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 herefo are hereby
designated as "Participants” in the Plan for the 2008/2009 Performance Period,

effective as of July 1, 2008,



Budget Presentation

Mr. Rowiing asked Mr. Zimmerman to present the 2008-2009 Budget Review. Mr. Zimmerman began with
a summary of the fiscal year 2008 budget then continued with the 2008 forecast and the fiscal year 2009
budget. For fiscal year 2008-2009, UTIMCO staff proposed a fotal annual budget of $66,788,537, a 3.4%
increase over the prior year budget and an 8.8% increase over the 2007-08 forecast. Included in the total
annual budget is a proposed Management Fee Request of $16,543,708 for, 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 Reguest is the amount paid by the Funds directly to UTIMCO for corporate operations
and the Allocation Schedule reports the fees charged to each of the Funds. The proposed Annual Budget,
Management Fee Request, and Allocation Schedule were included in the presentation.

UTIMCO staff projects UTIMCO's available cash reserves to be $1.9 milion, and UTIMCO staff is not
recommending that the cash reserves be distributed back to the Funds af this time. Mr. Aldridge and Mr,
Huang concur with the recommendation. Mr. Rowling noted that the UT System Office of Finance staff had
reviewed the annual budget and prepared the "Fiscal Year 2009 UTIMCO Budget Review.” Mr.
Zimmerman and Mr. Aldridge answered the Direcfors’ questions. Upon motion duly made and seconded,
the following resolution was approved unanimously:

RESOQOLVED, 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.

Pooling of More Correlated and Constrained investments

Mr. Rowling asked Ms. Iberg to discuss the pooling proposal for public equities, i.e., the More Correlated
and Consfrained {"MCC"} investments. Ms. [berg explained that commingling the MCC invesimenis by
creating infernally managed commingled MCC pools will streamline the recordkeeping, reporting, and
administrative functions assosiated with the MCC investments for the PUF, GEF, and [TF. UTIMCO
anticipates pooling the MCC investments on November 1, 2008. Consistent with prior action by the Board
in approving the pooling of hedge fund invesiments and private equity investments, UTIMCO staff sought
approval from the UTIMCO Board to create internally managed commingled funds for the purpose of
pooling existing MCC investments, and for the purpose of making additional MCC fund investments and
redemptions. In conjunction with such approval, the UTIMCO Board acknowledged that prior MCC
investments were approved by or presented fo the Board as an inifial capital amount of a named
investment of the PUF, GEF, and ITF and further waived the stated amounts and percentages previously
authorized for investment by the PUF, GEF and ITF coincident with the creation of the internally managed
commingled MCC pools.

In addition to the above, UTIMCO disclosed fo the Board that the pooling of the existing MCC investments
into internally managed commingled pools might confer a benefit to the PUF, GEF, or [TF as the ownership
in the existing investments by each Fund could be different than each Fund's respective undivided
ownership interest in the pool. Allocation of capital fo existing mandates would not be pari-passu across



the endowment funds (PUF and GEF) and the ITF; however, future performance of each respective
investment mandate is not predictable. In determining the ownership interest of the PUF, GEF, and ITF in
the respective pools all MCC investments will be valued at market value as of October 31, 2008, Mr.
Zimmerman and Ms. Iberg answered the Directors’ questions. Upon mofion duly made and seconded, the
following resoiution was approved unanimousiy:

RESOLVED, that the Board approves the creation of one or more internally-
managed commingled funds, as necessary, for the purpose of pooling exisfing
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 fo the Board and shall
supersede all prior resolufions of the Board fo 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 [TF.

Investment Environment Discussion

Mr. Rowling asked Mr. Zimmerman to begin discussion on current investment environment issues. Mr.
Zimmerman asked for advice from the Directors in this less than straightforward investment environment.
Discussion by the Directors’ included perspective from those that had been in the business for many years
and also from recent meetings with Directors and large investment firms, banks, elc. It was also
acknowledged that it would be imporiant to watch how the Federal Government handles the Fannie Mae
and Freddie Mac situation. Mr. Zimmerman thanked the Directors for their input and said that he would
continue o reach out to them for their thoughts and advice.

Other

Mr. Rowling announced that Mr. Lucius Lomax had requested to speak at the meeting. Mr, Rowling read
the following statement from the Texas Open Meetings Act: "A meeting that is ‘open fo the public’ under the
Act is one that the public is permitted fo attend. The Act does not entitie the public to choose the items to
be discussed or to speak about items on the agenda. A governmental body may, however, give members
of the public an opportunity to speak af a public meeting. If it does so, it may set reasonable limits on the
number, frequency and length of presentation for it.” Mr. Rowling asked that Mr. Lomax hold his comments
to two minutes. Mr. Lomax stated that he has had problems in the past in obtaining public records from
UTIMCO and has experienced a lack of response from UTIMCO's Public Information Officer, which is why
he believed it was necessary to raise this issue before the Board, Mr, Lomax felt it was wise for all to
remember that a failure to comply with the Texas Public Information Act is considered official misconduct
and penalties regarding this law are criminal. He said the people rely on reporters such as himself and Mr,
Elder of the Austin American Statesman fo provide them with information. Mr. Rowling said the Board
understands the importance of complying appropriately, and Mr. Zimmerman assured Mr. Lomax that



Corporation management will make sure the correct processes are in place to comply with requests made
under the Texas Public information Act.

At 4:55 p.m. the open meeting of the Board recessed into a Briefing Session pursuant to Texas Education
Code Section 66.08 (h)(2) related fo a Private Investment.

The open meeting of the Board reconvened in open session at 5:10 p.m,

Mr. Rowling recommended approval of a private investment proposal for an additional $100 million
commitment to Reservoir Capital Investment Pariners (Cayman), L.P. Upon motfion duly made and
seconded, the following resolution was approved by a quorum of the Board with Mr, Moore abstaining:

WHEREAS, the Corporation’s Private Investments staff has recommended an
additional $100 million commitment fo Reservoir Capital investment Pariners
(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 to provide Directors an option fo 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 to 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 uniess:  (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
disciosure in an open meeting of the relevant facts and a finding by the Board that
the investment wili 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 fo the proposed investment as required by the Code.



NOW, THEREFORE, BE IT

RESOLVED, that the Board approves an additional $100 million commitment fo
Reservoir Capital Investment Pariners (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 enfer info a contract with Reservoir Capital Investment Pariners
(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 UTIMCC.

RESOLVED FURTHER, that the Chief Executive Officer, the President and
Deputy CIO, any Managing Director or Vice President, and the Secrefary of this
Corporation he, and each of them hereby is, authorized and empowered (any one
of them acting alone} fo do or cause to be done all such acts or things and to sign
and deliver, or cause to be signed and delivered, all such documents, in the name
and on behalf of the Corporation, in ifs 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 infent of the
foregoing resolution and to perform the obligations of the UT Funds under the
Agreement.

There being no further business to come before the Board of Directors, the meeting was adjourned at
approximately 5:15 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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Exhibit 1

Designation of Plan Participants in Eligible Positions
in the 2008/2009 Performance Period

ELIGIBLE POSITION

CEQ & Chief Investment Officer
President and Deputy CIO
Managing Director, Investmeni
Senior Portiolio Manager
Portfolio Manager

Senior Director, Investment
Senior Director, Investment
Director, Investment
Director, Investment
Direcior, Risk Management
Senior Associate, Investment
Senior Associate, Investment
Associate, Investment
Assodiate, investment
Assodiate, Investment
Assodate, Investment
Assodate, Investment
Assodate, Risk Management
Senior Analyst, Investment
Analyst, Investment

Analyst, Investment

Analyst, Investment

Analyst, Investment

Analyst, Investment

PARTICIPANTS

Investment Professionals

Bruce Zimmerman
Cathy lherg
Lindel Eakman
Russ Kampfe
Herland Doak
Mark Warner
Bob Schau

Mark Shoberg
Ryan Ruehsahm
Uzi Yoeli

Zag McCarroll
Mark Newcomb
Scott Bigham
Courtney Powers
Laura Patrick
Mike McClure
Amanda Hopper
Kathleen Wagner
EricDooley
Aman Jain

Shari Ledbetter
James Hwang
Natasha Cupps
Siamc Kamalie

Operations/Support Professionals

Senior Managing Director
Managiny Director

General Counsel and Chief Compliance Officer

Manager
Manager
Manager

Parfidpants are efigible as of July 1, 2008.

Joan Moeller

Bill Edwards
Cissie Gonzalez
Melynda Shepherd
Gary Hil

Debbie Childers
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MEETING NO. 1,035

THURSDAY, JULY 24, 2008.--The members of the Board of Regents of The
University of Texas System convened this meeting at 2:10 a.m. on Thursday,

July 24, 2008, in the Board Room, Ninth Floor, Ashbel Smith Hall, 201 West Seventh
Street, Austin, Texas, with the following participation:

ATTENDANCE.--
Present Absent
Chairman Caven, presiding Regent Longoria

Vice Chairman Huffines
Vice Chairman Rowling
Regent Barnhill

Regent Dannenbaum
Regent Dower

Regent Foster

Regent Gary

Regent McHugh

In accordance with a notice being duly posted with the Secretary of State and there
being a quorum present, Chairman Caven called the meeting to order.

WELCOME TO REGENT BENJAMIN L. DOWER.--Chairman Caven welcomed
Regent Benjamin L. Dower (Student Regent) to his first regularly scheduled Board
meeting.

[On May 9, 2008, Governor Rick Perry named Mr. Benjamin L. Dower, a student at
The University of Texas at Dallas, as Student Regent to the Board of Regents of The
University of Texas System for a term beginning June 1, 2008, and ending on May
31, 2009.]

CONVENE JOINT MEETING: BOARD OF REGENTS AND THE UNIVERSITY
OF TEXAS INVESTMENT MANAGEMENT COMPANY (UTIMCO) BOARD OF
DIRECTORS.--At 9:10 a.m., in accordance with a notice being duly posted with the
Secretary of State and there being a quorum of both Boards present, Chairman
Caven and Vice Chairman Rowling, Chairman of the Board of Directors of The
University of Texas Investment Management Company (UTIMCO), convened the
annual joint meeting of The University of Texas System Board of Regents and the
UTIMCO Board of Directors.



U. T. System Board of Regents: Introduction and welcome to The University
of Texas Investment Management Company (UTIMCO) Board of Directors

Chairman Caven and Vice Chairman Rowling, Chairman of the Board of
Directors of The University of Texas Investment Management

Company (UTIMCO), welcomed the following members of the UTIMCO
Board and staff.

UTIMCO Directors

Chairman Robert B. Rowling

Vice Chairman J. Philip Ferguson

Vice Chairman for Policy, Chancellor Kenneth I. Shine
Mr. Clint D. Carlson (did not attend)

Mr. Paul Foster

Ms. Colleen McHugh

Mr. Ardon E. Moore

Mr. Erle Nye

Mr. Charles W. Tate

U. T. System Staff

Mr. Philip Aldridge, Associate Vice Chancellor for Finance

Mr. Willilam Huang, Senior Financial Analyst

Mr. Barry Burgdorf, Vice Chancellor and General Counsel

Mr. James Phillips, Senior Attorney, Office of General Counsel
Ms. Karen Lundquist, Attorney, Office of General Counsel

Ms. Francie Frederick, General Counsel {o the Board of Regenis
Mr. Charles Chaffin, Director of Internal Audit

Ms. Moshmee Kalamkar, Audit Supervisor

Mr. Anthony de Bruyn, Director of Public Affairs

UTIMCO Management

Mr. Bruce Zimmerman, Chief Executive Officer and Chief Investment Officer

Ms. Cathy Iberg, President and Deputy Chief Investment Officer

Ms. Cecilia Gonzalez, General Counsel and Chief Compliance Officer

Mr. Lindel Eakman, Managing Director - Private Markets Investments

Mr. Bill Edwards, Managing Director - Information Technology

Ms. Joan Moeller, Managing Director - Accounting, Finance, and
Administration

Mr. Ryan Ruebsahm, Director - Marketable Alternative Investments

Mr. Robert Schau, Director - Real Estate Investments

Mr. Mark Shoberg, Director - Private Markets Investments

Mr. Mark Warner, Director - Natural Resources Investments

Mr. Uzi Yoeli, Director - Portfolio Risk Management

Ms. Christy Wallace - Executive Assistant




UTIMCO Board Advisors and Consultants

Mr. Greg Anderson, Associate Vice Chancellor and Treasurer, The Texas
A&M University System

Dr. Keith Brown, Advisor fo the Chairman, Fayez Sarofim Fellow and
Professor of Finance, Red McCombs School of Business, The University
of Texas at Austin

Mr. Jerry Turner, Counsel, Vinson & Elkins LLP

Mr. Bruce Myers, Investment Consultant, Cambridge Associates LLC

Mr. Tom Wagner, Audit Pariner, Deloitte & Touche LLP (did not attend)

Ms. Nanci Hibschman, Mercer (did not attend)

U. T. System Board of Regents. Report on legal issues -- Annual update on
fiduciary responsibilities; Master lnvestment Management Services
Agreement {IMSA): Board of Regents' Expeciations of The University of
Texas Investment Management Company (UTIMCO) Directors

Vice Chancellor and General Counsel Barry Burgdorf discussed fiduciary
responsibilities of Regents and The University of Texas Investment
Management Company (UTIMCO) Directors. The Board of Regents'
Expectations of UTIMCO Directors follows on Pages 4 - 8, which served as
background information for this discussion.

UTIMCO General Counsel Cecilia Gonzalez was available fo discuss the
current Master Investment Management Services Agreement (IMSA).

Note from the Assistant Secretary to the Board of Regents:

Some amendments to the Code of Ethics approved by the Board of
Regents on August 14, 2008, impacted the document titled "Expectations
of UTIMCO Directors.” Needed revisions are reflected in the document
attached.




0. T. System Board of Regents
Expectations for Appointees to the
UTIMCO BOARD OF DIRECTORS

Overview of UTIMCO

The University of Texas Investment Management Company (“UTIMCO™), a Texas nonprofit
corporation gualified as a tax-exempt entity under Section 501(c)(3) of the Internal Revenue
Code, was created for the sole purpose of managing the investment of funds under the control
and management of the Board of Regents of The University of Texas System pursuant fo
authorization provided in Section 66.08 of the Texas Education Code (the “UTIMCO statute™),
UTIMCO manages more than $23.7 billion in total assets, comprised of approximately $18.4
billion in endowment funds, including the Permanent University Fund (“PUF”), Permanent
Health Fund (“PHF”), Long Term Fund (“LTF”), and Separately Invested Funds, and more than
$5.3 billion in centralized operating funds.

The corporate activities of UTIMCO are managed by its Board of Directors (the “UTIMCO
Board™), subject to the Master Investment Management Services Agreement (“IMSA™) between
UTIMCO and the Board of Regents, the applicable provisions of the Board of Regents® Rules
and Regulations, the UTIMCO statute, UTIMCO’s Articles of Incorporation and Bylaws, and
other applicable law.

The Chancellor of the U. T. System serves as the Vice Chairman for Policy.

» The Chancellor is charged by the UTIMCO Bylaws with coordination of responsibilities,
including the appropriate resolution of policy issues, assigned to UTIMCO and to the U. T.
System by the Regents' Rules to ensure implementation of UTIMCO's performance of core
investment duties.

e The IMSA between the U. T. System Board of Regents and UTIMCO provides that unless
otherwise provided in writing by the U. T. Board, “UTIMCO shall look to the Chancellor to
provide primary oversight and management concerning relations with the media, legal issues
that implicate policies of the U. T. Board other than the Investment Policies, public
disclosure of information and intergovernmental relations. Except for the foregoing matters,
the UTIMCO Board of Directors and the CEO of UTIMCO shall be responsible for making
all decisions necessary to implement the Investment Policies. The CEO of UTIMCO shall
confer with the Chancellor on the above-mentioned matters where the Chancellor has
primary oversight and management and on other matters that may implicate broader policies
of the U, T. Board.”

e The Regents' Rules, Rule 20101 and Rule 70401 provide additional detail on these duties.

Qualifications and Terms

Pursuant to the UTIMCO statute, the UTIMCO Board consists of nine (9) members. The
Chancellor of the U, T. System serves as a Director. The other members of the UTIMCO Board
are appointed by the Board of Regents and must include at Jeast three (3) current members of the
Board of Regents and one person selected by the Board of Regents from a list of candidates with
substantial expertise in investments submitted by the Board of Regents of The Texas A&M
University System. Pursuant to the UTIMCO bylaws approved by the Board of Regents, the
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three (3) Regental Directors serve two-year terms that expire on the first day of April of each
odd-numbered year, and the external Directors serve three-year staggered terms that expire on
the first day of April of the appropriate year. No external Director may serve motre than three (3)
full three-year terms. Any UTIMCO Director may be removed as a Director by the Board of
Regents with or without cause and at any time.

Operations and Resources

The UTIMCO Board has delegated primary responsibility for certain functions to key chartered
Board Committees:

1. Audit and Ethics Commitiee (Appointments approved by the Board of Regents)

2. Compensation Committee

3. Policy Committee

4.  Risk Committee

U. T. System Administration staff provide oversight through the Office of Business Affairs,
including the Office of Finance; the Office of General Counsel; Internal Audit; the System-wide
Compliance Officer; and the General Counsel to the Board of Regents. UTIMCO Directors also
have the benefit of professional independent consuitants, including:

Investment consultants (Cambridge Associates);

Outside legal counsel (Vinson & Elkins);

Compensation consultants (Mercer);

External auditors (Deloitte & Touche LLP);

Dr. Keith Brown, Professor of Finance at U. T. Austin, Advisor to the Chairman of the
UTIMCO Board.

Vs

Duties and Responsibilities

By statute and charter, as a fiduciary under the IMSA, UTIMCO is dedicated to the sole purpose

of investing funds under the management and control of the Board of Regents. In practice, the

fiduciary duties of UTIMCO Directors are focused on the fulfillment of the Board of Regents’

investment policy directives. As Directors of a nonprofit corporation, UTIMCO Directors’

fiduciary duties also include:

1. Duty of care in prudently managing the corporation’s investment management and other
affairs;

2. Duty of loyalty, requiring the avoidance of conflicts of interest; and

3. Duty to avoid conduct that exceeds the chartered powers of the corporation.

Investment Management Responsibilities: The Board of Regents is the ultimate fiduciary
responsible for all matters relating to the investment of the funds under its control, in accordance
with the “prudent investor” standard of care established by the Texas Constitution, Texas
Education Code, and other applicable law. This standard provides that the Board of Regents, in
making investments, may acquire, exchange, sell, supervise, manage, or retain, through
procedures and subject to restrictions it establishes and in amounts it considers appropriate, any
kind of investment that prudent investors, exercising reasonable care, skill, and caution, would

Cctober 1, 2007
Editorial Amendments Auvgust 2008
Offtce of the Board of Regents



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 all the
assets of the fund rather than a single investment.

The Board of Regents delegates to UTIMCO as its fiduciary, under the management of the

UTIMCO Board, authority to act for the Board of Regents in the investment of those funds,

subject to limitations and restrictions arficulated through the IMSA; the Board of Regents’

investment policies; and other applicable laws, rules, and agreements. The UTIMCO Board’s
investment management authority, thus derived, includes the following investment management
responsibilities:

» Review of the U. T. Board's current Investment Policies for each Fund at Jeast annually. Such
review shall include distribution (spending) guidelines, long-term investment return
expeciations and expected risk levels, Asset Class and Investment Type allocation iargets and
ranges, expected returns for each Asset Class and Investment Type and fund, designated
performance benchmarks for each Asset Class and Investment Type and such other matters
as the U. T. Board or its staff designees may request.

» After UTIMCO completes its assessment, UTIMCO must forward any recommended
changes to U. T. System staff for review and appropriate action.

* Oversee the investment management process pursuant to the Investment Policies. Such
oversight shall include without limitation the development of an investment outlook based on
global economic and capital market forecasts, the rebalancing of allocations to each Asset
Class and Investment Type within ranges in response to changes in the investment outlook,
and the selection of a combination of portfolio managers to construct portfolios designed to
generate the expected returns of each Asset Class and Investment Type.

= Monitor and report on investment performance for each of the Funds. With respect to all
Funds other than the Separately Invested Funds (“SIFs”), such responsibilities shall include
the calculation and evaluation of investment returns for each Asset Class and Investment
Type and individual Fund portfolio against approved benchmarks over various periods of
time, and the periodic review of performance benchmarks. With respect to all Funds, such
responsibilities shall also include the reporting of investment performance of such specific
Funds as may be requested by the U. T, Board, and the reporting to regulatory agencies and
others regarding investments under management to the extent required by applicable law.

» Develop and implement a risk management system to measure and monitor overall portfolio
derivative exposure, risk levels, liquidity, and leverage.

« Monitor and enforce compliance with all investment and other policies and applicable law.

= Monitor termination of external managers in accordance with Delegation of Authority Policy
and investment policies.

Some investment management responsibilities delegated to UTIMCO, including but not limited

to the following, are expressly subject to Board of Regents approval:

»  Analyze and recommend investment strategies for U. T. System funds managed by
UTIMCO, including Asset Class and Investment Type allocation targets, ranges, and
performance benchmarks for each Asset Class and Investment Type (Exhibit A of the Fund
Investment Policy Statements).
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* Consider and recommend investments not covered by investment policy statements.

= Select one or more Custodians, each of which shall be approved by the U. T. Board, which
shall also enter into or approve each agreement with the Custodian(s).

» Select, engage, and evaluate External Auditor(s) for the funds.

» Review and propose amendments to Board of Regents’ policies related to the investment
management of the U. T. System funds, including (not limited to):
1. Investment Policy Statements for all U. T. System funds.
2. Distribution (spending) guidelines, rates, and amounts as required.
3. Liguidity Policy.
4. Derivative Policy.

Corporate Governance Responsibilities: The UTIMCO Board manages the activities of the

corporation, providing the primary governance and oversight of the CEO and Chief Investment

Officer, other professionals employed by UTIMCQO, and outside investment managers with

whom funds have been invested. Management oversight responsibilities of the UTIMCO Board

or UTIMCO Board Committees include the following: -

= Monitor actual staffing, operating, and capital expenditures relative to approved budgets.

»  Monitor compliance with the Delegation of Authority policy.

» Consider and approve actions outside the authority delegated to the CEO as required.

»  Select, engage, and evaluate UTIMCO’s outside counsel, custodian(s), external auditor(s) for
the corporation, investment consultant(s) and risk consultant(s).

» Ensure compliance with UTIMCO’s Code of Ethics, including conflict of interest policies
and applicable law.

= Develop and administer a compensation plan, consistent with current regulations for
determining reasonable compensation, to attract and retain high caliber investment
professionals and support staff. With the exception of changes to the appendices, the
Compensation Plan is subject to approval by the Board of Regents.

» Appoint, supervise, evaluate and compensate UTIMCO’s CEO.

= Evaluate investment results against incentive compensation plan performance objectives;
approve and recommend incentive compensation for UTIMCO’s officers and other
compensation plan participants.

s Review and approve commitiee charters.

*  Assure establishment and implementation of legally compliant and administratively effective
personnel policies.

=  QOversee implementation of accounting principles, policies, internal financial controls, and
reporting in the spirit of the Sarbanes-Oxley Act.

= Oversee implementation of public disclosures in compliance with the Texas Public
Information Act and other applicable law, in collaboration with the Chancellor/Vice
Chairman for Policy.

Some corporate management responsibilities of the UTIMCO Board, including but not limited to

the following, are expressly subject to approval by the Board of Regents:

= Review and approve the proposed annual UTIMCO operating and capital budgets, including
incentive compensation, capital expenditures, and management fee allocations.
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= Review, approve, and recommend key governance documents such as the Articles of
Incorporation, Bylaws, and Code of Ethics.

* Approval of Performance Incentive Awards that will result in an increase of 5% or more of
the total performance incentive awards calculated to the approved Performance Incentive
Plan contained in the UTIMCO Compensation Program.

Prohibited Transactions -- Conflicts of Interest

The UTIMCO Code of Ethics (“Code”) details, among other things, prohibitions on transactions
between UTIMCO and entities controlled by UTIMCO Directors, as required by the UTIMCO
statute and supplementing the general requirements under the Texas Non-Profit Corporation Act.
Amendments to the Code are expressly subject to Board of Regents’ approval.

The Code prohibits any transaction or agreement between UTIMCO and any investment fund or
account managed by a UTIMCO Director as a fiduciary or agent for compensation. The Code
prohibits agreements or transactions between UTIMCO and a business entity controlled by a
UTIMCO Director or in which a UTIMCO Director owns five percent or more of the fair market
value of the assets or of the voting stock or from which the UTIMCO Director received more
than five percent of his or her gross income for the preceding calendar year.

The Code prohibits a UTIMCO Director from investing in the private investments of a business
entity in which UTIMCO contemporaneously owns a private investment if after the investment
the UTIMCO Director’s investment constituies a pecuniary interest (i.c., ownership of five
percent or more of the fair market value of the assets or of the voting stock or from which the
UTIMCQ Director received more than five percent of his or her gross income for the preceding
calendar year). The Code also prohibits UTIMCO from investing in the private investments of a
business entity in which a UTIMCO Director contemporaneously owns a private investment if
the UTIMCO Director’s interest constitutes a pecuniary interest. For this purpose, “private
investment” means any debt or equity interest that is not publicly traded, including a private
investment in a public company.

Application of the Texas Public Information Act

UTIMCO and its officers, directors and employees are subject to the provisions of the Texas
Public Information Act. Cotporate documents, correspondence, and emails are subject to public.
inspection and duplication, unless specifically excepted from disclosure under the Act.

Meeting Requirements

UTIMCO Directors are expected to attend all regularly scheduled Board meetings which are
typically held approximately every three months. In addition, special Board meetings may be
scheduled from time to time with prior notice. The Texas Open Meetings Act applies to the
UTIMCO Board, requiring that all deliberations of a quorum of the Board take place in open
meetings after advance notice of the meeting is posted as required by the Act. Committee
meetings are held as needed to address specific items within the Committee charters.
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U. T. System Board of Regents: Reports on The University of Texas
Investment Management Company (UTIMCQO) Board operations and
committees

Vice Chairman Rowling, Chairman of The University of Texas Investment
Management Company (UTIMCO) Board of Directors, introduced the
UTIMCO Board Committee Chairs for remarks.

¢ Audit and Ethics Committee, Chair Erle Nye

Mr. Nye introduced members of the Committee and he introduced

Ms. Cecilia Gonzalez, UTIMCQO'’s General Counsel and Chief Compliance
Officer. Mr. Nye reviewed the role of the Committee as set outin the
Agenda materials and described meetings held during the past year. He
explained that the U. T. System Board hires auditors of the funds while
the UTIMCO Board hires the auditor of the UTIMCO corporate books. He
said the Committee works closely with The University of Texas System
Audit Office and outside internal audit help was hired to conduct specific
audits. He mentioned this Commitiee reviews changes proposed to the
UTIMCO Code of Ethics and the Commitiee conducts self-assessments.

UTIMCO Chairman Rowling reported that a compliance ceriificate is sent
to UTIMCO directors in advance of investing and Chief Compiliance
Officer Gonzalez monitors these matters.

s Rijsk Committee, Chair Charles W. Tate

Mr. Tate infroduced members of the Committee and reviewed the role of
the Committee as set out in the Agenda materials. He described items
discussed and approved by the Committee during the past year, such as
changes to the investment policy statements, the Derivative Policy, and
the Liquidity Policy, delegation of authority, and the adoption of new
investment mandate categorization procedures.

Vice Chairman Huffines asked about reporting procedures for situations of
noncompliance and Mr. Tate, Mr. Zimmerman, and UTIMCO Chairman
Rowling described the process for such reporting through the Risk
Committee to the UTIMCO Board.

« Policy Committee, Chair Colleen McHugh

Regent McHugh said the Policy Committee overlaps other commitiees

and focuses on responsibilities to the public. She infroduced members of
the Committee and summarized the role of the Committee as included in
the Agenda materials. Regent McHugh also summarized the acfivities of



the Committee during the past year, including review of the Investment
Management Services Agreement (IMSA), Code of Ethics, Bylaws,
internal policies, and the investment policy statements.

» Compensation Committee, Chair J. Phillip Ferguson

Mr. Ferguson also introduced members of the Committee and he
reviewed recent activities of the Committee, including addition of hew
positions, refinement of incentive compensation levels, goals of the Chief
Executive Officer (CEQ), pay levels, a review of non-cash benefits, and
deferred compensation.

U. T. System Board of Regents: Report on investment objectives and
performance for The University of Texas Investiment Management
Company (UTIMCO)

Mr. Bruce Myers, Cambridge Associates, LLC, reported on the investment
objectives and performance of funds managed by The University of Texas
investment Management Company (UTIMCO) including objectives,
performance, policy portiolios, benchmarks, and asset allocation.

In response to a question from Regent Barnhill, Mr. Myers reviewed the

25 peer institutions and compared their policies related to investment risk.
In response to remarks by Vice Chairman Huffines that performance has
been below the median peers, despite not using leverage on derivatives
and increasing illiquidity, Mr. Myers said steps taken in 2003 to increase
allocations towards more illiquid assets have led to stronger performance
of the Permanent University Fund (PUF) and the General Endowment
Fund (GEF), but, he said, the peer institutions were taking even more risks
and utilizing leverage. Mr. Zimmerman responded with supporting data,
saying illiquidity for private investments is now at about 17.5%, which might
increase to about 20-25%. He said top performing endowments are higher,
with Yale University and Princeton University at 50%. Mr. Zimmeriman spoke
about the 80-day liquidity measurement, which other endowments do not
consider, and he described the distribution procedure used over the year.

Mr. Nye described the more conservative posture of The University of Texas
System, a position he believes will iead UTIMCO to being a top performer.
Vice Chairman Huffines asked about the allocation of public real estate in the
Intermediate Term Fund (ITF) and Mr. Zimmerman described the liquidity of
the ITF. Vice Chairman Rowling said performance relative to peers, as the
market has deteriorated, has increased considerably. Regent Gary asked
where UTIMCO fits among its peers, and Mr. Myers estimated that UTIMCO
falis in the third quartile. In response {o a question from Vice Chairman
Huffines, Mr. Myers and Mr. Zimmerman said they would send out the asset
allocation of UTIMCO’s peer universe.
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Mr. Bruce Zimmerman, Chief Executive Officer and Chief Investiment
Officer of UTIMCO, reported on current UTIMCO performance. The
UTIMCO Performance Summary Report through the fiscal quarter ending
May 31, 2008, is set forth on Page 12.

The Investment Reports for the fiscal quarter ended May 31, 2008, are
set forth on Pages 13 — 16, reporting activity for the PUF, GEF, ITF, and
Separately Invested Assets investments,

Mr. Zimmerman said losses were experienced in June 2008, and July
continues to be a difficult month.
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U. T. System Board of Regents: Report on The University of Texas
Investment Management Company (UTIMCQ) organization and activities

Mr. Bruce Zimmerman, Chief Executive Officer and Chief Investment Officer
of The University of Texas Investment Management Company (UTIMCO),
reported on the UTIMCO organization, investments, control and support, and
Fiscal Year 2008 priorities.

U. T. System Board of Regents: Report on The University of Texas
investment Management Company (UTIMCQ) Fiscal Year 2009 budget and
fees and U. T. System Office of Finance review

Mr. Bruce Zimmerman, Chief Executive Officer and Chief Invesiment Officer
of The University of Texas Investment Management Company (UTIMCO),
discussed the preliminary UTIMCO Annual Budget for Fiscal Year 20083,
which will be brought to The University of Texas System Board of Regents'
meeting for consideration in August 2008,

Mr. Zimmerman pointed out that Fiscal Year 2008 travel exceeded budget
and he said he would be reviewing the Fiscal Year 2009 travel budget.
Regent Barnhill asked how many people go on trips and Mr. Zimmerman
answered that two or three staff members usually go on a trip and he
described the advantages and results of such travel, such as to learn the
market better and understand the investment community.

Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs,
commented on the Office of Finance’s review of the budget and confirmed
that approximately 95% of UTIMCO management costs are for fees. He
credited both Boards with releasing cost and fee information as another
indication of the level of transparency. Vice Chairman Rowling asked about
investment managers’ fees and Mr. Zimmerman described procedures used
to negotiate fees and efforts to find some savings in the future.

U. T. System: Update regarding centralization of operating funds

Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs, provided
an update on the centralization of University of Texas System operating
funds, which was implemented on February 1, 2006. His presentation
detailed the value added from centralization through May 31, 2008.
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U. T. System Board of Regents: Discussion of U. T. System financial
resources and assets managed by The University of Texas Invesiment
Management Company (UTIMCQO)

Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs, discussed
the importance of investment assets in the context of The University of Texas
System's overall financial resources. The presentation provided an overview
of the U. T. System's assets, liabilities, revenues, and expenditures, and

the role that assets managed by The University of Texas Invesiment
Management Company (UTIMCO) play in supporting the financial condition
of the U. T. System.

Vice Chairman Huffines asked for clarification of the $754 million in
unrealized gains on securities held as shown on Page 94 of the Agenda
Book, asking if the book value is added, would that be the constitutional
capacity? Dr. Kelley said the unrealized gains are tracked in conservative
ways and the book value continues to grow even in a down market. He
expects the constitutional capacity to grow.

Regent Dannenbaum asked about the contingency plan in the case of a
significant decrease in book value and Dr. Kelley responded that the bottom
line in a downturn market would be cessation of issuing new Permanent
University Fund (PUF) debt. Vice Chairman Rowling discussed the significant
increase in PUF royalties and the importance of royalties to the U. T. System
and to The Texas A&M University System.

U. T. System Board of Regents: Report on The University of Texas
Invesiment Management Company (UTIMCQ) investment sirategy

Mr. Bruce Zimmerman, Chief Executive Officer and Chief Investment Officer
of The University of Texas Investment Management Company (UTIMCO),
reported on the investment strategy in anticipation of bringing potential
changes to the investment policies to The University of Texas System Board
of Regents in August 2008.

Mr. Zimmerman spoke about looking, with appropriate caution, for buying
opportunities in distressed markets and about resetting private investment
targets, widening ranges due to volatility, and increasing credit-related fixed
income. He noted that investment programs in natural resources, emerging
markets, and real estate are performing well and he spoke about decreasing
the liquidity trigger zone in the Liquidity Policy from 40% to 35%.
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ADJOURN JOINT MEETING AND CONVENE BOARD OF REGENTS’ MEETING.—
Prior to adjourning the joint meeting, Chairman Caven thanked members of both
Boards for their interest and input during the meeting and said he looks forward to
next year's meeting and a continued close and productive working relationship
throughout the year.

At 11:30 a.m., the joint meeting of The University of Texas System Board of
Regents and The University of Texas Investment Management Company (UTIMCO)
Board of Directors was adjourned. Chairman Caven announced the U. T. System
Board of Regents would reconvene in Open Session o consider the following
Agenda ltems.
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RESOLUTION RELATED TO LEGAL COUNSEL
SELECTION

RESOLVED, that the Board approves the selection of Andrews Kurth, LLP as
external general counsel of the Corporation; provided that the Corporation CEO may
appoint other lawyers or firms of lawyers deemed necessary or appropriate to assist
the Corporation Staff in connection with the discharge of their investment activities

on behalf of the Corporation.



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

Description:

Recommendation:

Discussion:

Agenda ltem
UTIMCO Board Meeting
November 7, 2008

Discussion and Appropriate Action related to Legal Counsel
Zimmerman, Gonzalez

Zimmerman

Action item; Action required by UTIMCO Board

In accordance with the Delegation of Authority Policy, the UTIMCO Board delegates
to the UTIMCO CEOQ the authority to direct the day-to-day work product of the
UTIMCO external counsel, provided that the UTIMCO external counsel continue fo
have primary reporting responsibility fo the UTIMCO Board. Vinson & Elkins LLP
has been UTIMCO’s external counsel since UTIMCC’s inception. Vinson & Elkins
LLP has provided counsel on both corporate and investment matters and responded
fo issues and questions presented by both UTIMCO Directors and staff. Throughout
this refationship, Jerry Turner, formerly with Vinson & Elkins LLP, was lead counsel
and managed the relationship with UTIMCO. Mr. Tumer has had primary
responsibility for dealing with and responding o matters related to and raised by
UTIMCO Directors. He was also responsible for assigning subject matter experts to
work on various UTIMCO matters. Jerry Tumer resigned from Vinson & Elkins LLP
and has joined the firm of Andrews Kurth LLP, effective September 1, 2008.

Staff recommends that the UTIMCO Board hire Andrews Kurth LLP as external
general counsel; provided that the UTIMCO CEO may appoint other lawyers or firms
of lawyers as deemed appropriate to assist Staff in connection with their investment
activities on behalf of UTIMCO.

The role of external legal counsel is to provide guidance and assistance to the
UTIMCO Board, its individual members, and UTIMCO staff in matiers related to
UTIMCO business. Because Mr. Turner is exiremely knowledgeable about
UTIMCO, Andrews Kurth LLP is expected to provide the following services:

+ Governance: Board of Directors’ support, Articles of Incorporation/Bylaws, Code
of Ethics/Conflicts of Interest, Investment and other Policies, Investment
Management Services Agreement;

« Employment matiers: Compensation Plans, Benefit Plans, ERISA requirements,

Specific agreements {e.g., CEQ, severance),

Government issues: Opan meetings, open records, legislative issues;

General corporate matters: leases, non-investment related contracts, efc..

Litigation related {o the above; and

Such other matters as may be referred to Andrews Kurth LLP by the UTIMCO

Board or CEQ,

* & =+ »

- UTIMCO staff is undergoing a review of their needs for investment-related legal

services and are providing several faw firms the opportunity fo present their



Agendé Item
UTIMCO Board Meeting
November 7, 2008

qualifications fo be able to provide these services. Until such time as UTIMCO staff
completes this review and determines which firm(s) they plan to retain for these
services, UTIMCO CEOQ intends fo continue the retention of Vinson & Elkins LLP fo
assist staff in connection with their investment-related activities on behalf of

UTIMCO.

Reference: None
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Rolling 12 Month Risk Estimate of Current GEF Portfolio
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Report on
New Contracts and Existing Contract Renewals, Leases, and Other Commercial
Arrangements
For July 8, 2008 through October 20, 2008
(Total Obligation per Agreement greater than $50,000)

Annual
Agreement Purpose Contract Term Amount
None
Services that renew via invoice on a monthly or quarterly basis:
) Annual
Agreement Purpose Contract Term Amount
Bloomberg Portfolie Order Management System f::i‘;:f quarterly via $100,000
. - . Renews quarterly via
Bloomberg Afl-m—'one investment platform for trading, invoice and may be $300.840
analysis and information .
canceled at any time
Quarterly invoice — fees
International Fund Services Risk System mcreased as accounts are | $434,000
added
Factset Research Systems Analytical tool for pesformance Monthly invoice $283,766
Albourne America L1.C Advisor to Marketable Alternative staff Monthly invoice $400,000

67




The University of Texas Investment
Management Company

Presentation Materials

Board of Directors Meeting

Part Two

November 7, 2008



UTIMCO BOARD OF DIRECTORS
MEETING AGENDA
November 7, 2008

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

Time ltem # Agenda Item
Begin End
8:00 a.m. 8.05 a.m. 1 Open Session:
Call to Order/Discussion and Appropriate Action related to Minutes of July 23, 2008
Meeting and July 24, 2008 Joint Mesting with the Beard of Regents of The University of
Texas System™
8:05am 8:20 a.m. 2 Discussion and Appropriate Action related to Legal Counsel*
8:20 a.m. 9:50 am. 3 Endowment and Operating Funds Update Report
9:50am. 11:30 a.m, 4 Report on Public Markets
1130 am. 1:00 p.m, Recess for Brisfing Session pursuant fo Texas Education Code Section 66.08(h}(2)
related fo Investments
1:00 p.m. 2:00 p.m. 5  Reconvene into Open Session:
Lunch and Discussion of Investment Environment
2:00 p.m. 315 pm. 6  Executive Session:
Pursuant fo Sections 551.071 and 551.074, Texas Govermnment Code, the Board of
Directors will convene in Executive Session to Receive the Advice of Legal Counsel
Regarding the Fiduciary Obligations of the Directors and fo Consider Individual Personnel
Compensation Matiers including Report of Compensation Committee Regarding Individual
Performance Inceniive Awards for the Performance Period ended June 30, 2008.
Reconvene into Open Session
Consideration of Compensation Committee Report:
- Discussion and Appropriate Action related fo Amendments to Appendix B of UTIMCO
Compensation Program (UTIMCO Peer Group)*
- Discussion and Appropriate Action related to Personnel Performance Incentive
Awards* ‘
- Discussion and Appropriate Action related to Designation of Employee in Eligible
Position as a Participant in the UTIMCO Compensation Program for the 2008-09
Performance Period®
Discussion and Appropriate Action related to Designation of Key Employees®
315 p.m. 3:30 p.m. 7 Report on and Discussion and Appropriate Action related to ltems from Audit and Ethics
Committee®
3:30 p.m. 3:45 p.m. 8  Report on and Discussion and Appropriate Action related to ltems from Policy Committee*
3:45 p.m, 4:00 p.m. 8 Report from Risk Committee
4:00 p.m. 4:45pm. 10 UTIMCO Organization Update
4:45 p.m. 5:00 p.m. 11 Report on 2009 Meeting Dates

* Action by resolufion reguired

Members of the Board may attend the meeting by telephone conference call pursuant to Tex. Educ. Code Ann. § 66.08(h)(2)(B). The telephone
conference will be audibie to the public at the meeling location specifled in this notice during each par of the meeting that is required to be open

to the public,

Next Scheduled Meeting: February 5, 2009




TAB 4



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

Description:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
November 7, 2008

Report on Public Markets

Public Markets Staff

iberg

Information ltem

The Public Markets staff will present an overview of the existing Public Markets
portfolio, In addifion, pursuant to a Director's request, staff will make presentations
on Parkcentral Capital Management and Weliington Management Company.

None

Public Market Investments presentation; Residential Morigage-Backed Securities

(Parkcentral Capital Management) presentation; Special Equity Portfofio (Wellington
Management Company)
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TAB S



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

Description:

Recommendation:

Discussion;

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
November 7, 2008

Discussion of Investment Environment
Zimmerman

Zimmerman

Information Item

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

None
Staff hopes to get input from Board members on issues, concerns, and opportunities
in the current investment environment, The conversation will be unstructured and

open-ended.

None



TAB 6



Agenda lfem:

Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
November 7, 2008

Consideration of Compensation Committee Report: Discussion and Appropriae Action
related to Amendments to Appendix B of UTIMCO Compensation Program (UTIMCO Peer
Group); Discussion and Appropriate Action Related fo Personnel Performance Incentive
Awards; Discussion and Appropriate Action Related to Designation of Employee in Eligible
Position as a Participant in the UTIMCO Compensation Program for the 2008/2009
Performance Period.

Zimmerman, Gonzalez, Moeller
Ferguson
Action lfem; Action Required by UTIMCO Board

The Compensation Commitiee (the "Committee”) met on September 9, 2008, and will meet
on November 6, 2008. During its September 9% meeting, the Commitiee {1} approved
engaging UTIMCO's external auditor for agreed upon procedures fo review the 2007/2008
incentive award calculations; (2) approved the Qualitative Performance Goals for the
Participants of the UTIMCO Compensation Program {Pian} for the 2008/2009 Performance
Period; and (3) discussed the ability to allow the investment of employee funds in the
General Endowment Fund. Activities considered at the Committee's September 9t meeting
did not require further action by the UTIMCO Board.

At its meeting on November 6, 2008, the Commitiee will consider and take appropriate
action related to the following, which require further action by the UTIMCO Board: (1)
amendments to Appendix B of UTIMCO Compensation Program (UTIMCO Peer Group); {2)
Personnel Performance incentive Awards; and (3) Designation of an Employee in an Eligible
Position as a Participant in the Plan, The Committee will also review and take appropriate
action relafed to the Qualitative Performance Goals of the Employee designated in the
Eligible Position but this action does not require Board approval,

The Committee will recommend appropriate action related to the UTIMCO Peer Group for
the Plan; the 2007/2008 Performance Incentive Awards, including the 2007/2008
Performance Incentive Award proposed for the CEQ of UTIMCO; and the designation of
Susan Chen in the Eligible Position of Director, Investment as a Participant in the Plan for
the 2008/2008 Performance Period.

The UTIMCO Peer Group is updated annually by Cambridge Associates, the Board's
external investment advisor, at the beginning of each Performance Period, and Appendix 8
is updated accordingly. Effective July 1, 2008, the definition of the UTIMCO Peer Group sef
forth in Appendix B of the Plan was changed to a peer group of endowment funds
maintained by the Board's external investment advisor that is composed of all endowment
funds with more than 10 full-time employee positions, allocations fo alternative assefs in
excess of 40%, and with assets greater than $2.5 billion, determined as of the last day of
each of the three immediately preceding Performance Periods, excluding the Total
Endowment Assets (PUF and GEF). The Compensation Plan Universe for 2008/2009 that
has been provided by Cambridge Associates will be used as the UTIMCO Peer Group for
Appendix B of the Plan. The Peer Group was defined in prior years as a group of
endowment funds with assets in excess of $1 billion as of each fiscal year ending June for
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RESOLUTION RELATED TO
PEER GROUP

WHEREAS, Section 8.14 of the LITIMCO Compensation Program (the “Plan”} provides that
the “Peer Group” will be updated annually at the beginning of each Performance Period,
and Appendix B (UTIMCO Peer Group) will be amended accordingly; and

WHEREAS, Section 7.2 of the Plan provides that the Board has the right to amend the Plan
or any portion thereof from time to time; and

WHEREAS, the Board wishes to amend Appendix B to conform to the updated Peer Group.
NOW, THEREFORE, be it:
RESOLVED, that the updated and amended Appendix B (UTIMCO Peer Group), a copy of

which is attached hereto, is hereby adopted and approved as part of the Plan to replace the
current Appendix B, effective as of July 1, 2008.




RESOLUTION RELATED TO THE
CEO’S 2007/2008 PERFORMANCE INCENTIVE AWARD

WHEREAS, in lieu of participation in the UTIMCO Compensation Program for the
200772008 Performance Period, the CEO participates in a special Performance Incentive
Award Plan as attached in Attachment 2 of the Offer of Employment Letter (*Letter”) for
Bruce E. Zimmerman; and

WHEREAS, the Individual Performance Goals for the CEO for the Period of July 1, 2007
through June 30, 2008 were established in Attachment 1 of the Letter ; and

WHEREAS, the Board will determine the level of achievement of the CEO relative to his
Performance Goals for such Performance Period as provided in the Letter and based on the
recommendation of the Compensation Committee; and

WHEREAS, Attachment 2 of the Letter provides that, based on the percentage achieved of
the CEQ's Performance Goals for the 2007/2008 Performance Period, a Performance
Incentive Award will be calculated for the CEO for such Performance Period in accordance
with the calculation methodology set forth in Attachment 2 of the Letter; and

WHEREAS, the Compensation Committee has reviewed the actual performance of the CEO
during the Performance Period and has compared such actual performance relative to each
Performance Goal for the CEQ against his corresponding Performance Goal for such
Performance Period and recommended that the Board review the same; and

WHEREAS, the Compensation Committee has reviewed the calculation of the Performance
Incentive Award for the CEO of the Corporation, approved such calculation, and
recommended that the Board approve the CEQ’s Performance Incentive Award.

WHEREAS, the Board has reviewed the actual performance of the CEO during the
Performance Period and has compared such actual performance relative 1o each
Performance Goal for the CEO against his corresponding Performance Goal for such
Performance Period,

NOW, THEREFORE, be it:

RESOLVED, that the Board approves the CEQ's Performance Incentive Award for the
200772008 Performance Period in the amount of §



RESOLUTION RELATED TO
2007/2008 PERFORMANCE INCENTIVE AWARDS

WHEREAS, Section 5.5(d) of the UTIMCO Compensation Program (the "Plan”) provides
that, at the end of each Performance Period, the Compensation Committee will determine
the level of achievement of each Participant against the Performance Goals of the
respective Participant and determine the Participant’s level of achievement of his or her
Petformance (Goals; and

WHEREAS, in accordance with Section 5.5(d) of the UTIMCO Compensation Program (the
‘Plan™), the Compensation Committee has determined each Participant's level of
achievement of his or her Performance Goals for the 2007/2008 Performance Period, and

WHEREAS, Sections 5.5(e) and 5.5(f) of the Plan provide that, based on the percentage
achieved of each Participant’s Performance Goals for a Performance Period, a Performance
Incentive Award will be calculated for each Participant for such Performance Period in
accordance with the calculation methodology set forth in Appendix A of the Plan; and

WHEREAS, Section 5.5(f) of the Plan provides that the Compensation Committee will
review all calculations of Performance Incentive Awards, based on the certification of its
advisors, make any changes it deems appropriate, and submit its recommendation {o the
Board for approval; and

WHEREAS, the Compensation Committee has reviewed the Performance Incentive Awards
for all Participants who have met or exceeded their performance benchmarks for the
200712008 Performance Period based on the certification of its advisors, made changes it
deemed appropriate, approved such Performance Incentive Awards, and recommended
that the Board approve the same.

NOW, THEREFORE, be it:

RESOLVED, that the Performance Incentive Awards for the Participants for the 2007/2008
Performance Period in the total amount of $ are hereby approved.




RESOLUTION RELATED TO
2008/2009 PARTICIPANT IN
| THE UTIMCO COMPENSATION PROGRAM

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

WHEREAS, the Compensation Committee of the Board of Directors of UTIMCO (the
“Committee”} has previously determined that the position of Director, Investment is an
Eligible Position in the Plan; and

WHEREAS, the position of Director, Investment, includes the position of Director - Public
Markets Investments; and

WHEREAS, the Compensation Committee of the Board has recommended that Susan
Chen, as Director - Public Markets investments, become a Participant for the 2008/2009
Performance Period; and

WHEREAS, the UTIMCO Board has determined that Susan Chen may become a
Participant for the 2008/2009 Performance Period.,

NOW, THEREFORE, be it:
RESOLVED, that Susan Chen be designated by the UTIMCO Board as a Participant in the

Plan in the Eligible Position of Director, investment for the 2008/2009 Performance Petiod,
effective as of September 22, 2008.



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

Description:

Recommendation:

Reference:

Agenda Hem
UTIMCO Board of Directors Mesting
November 7, 2008

Discussion and Appropriate Action Related to Designation of Key Employees
Zimmerman, Moeller

Zimmerman

Action item; Action required by UTIMCO Board

The Corporation's Code of Ethics requires the Board to designate, by position with
UTIMCO, the employees who exercise significant decision-making authority. By
virtue of their position with UTIMCQO, these persons are “key employees”. Staff is
recommending that three additional employees be designated as "key employees”
Mark Warner, Senior Director - Natural Resources Investments; Robert Schau,
Senior Director - Real Estate Investments; and Susan Chen, Director - Public

Markets Investments.

Staff recommends that Mark Warner, Robert Schau and Susan Chen be designated
as key employees of the Corporation.

None




RESOLUTION RELATED TO KEY EMPLOYEES OF THE ‘
CORPORATION B

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

Mark Warner Senior Director — Natural Resources Investments
Robert Schau Senior Director — Real Estate Investments
Susan Chen Director — Public Markets Investments



TAB 7



Agenda ltem:

Developed By:
Presented By:

Type of ltem:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
November 7, 2008

Report on and Discussion and Appropriate Action related to ltems from Augit and
Ethics Commiitee

Moeller, Hill
Nye

Action required by UTIMCO Board related to year end audits, information item on
other items

An Audit and Ethics Committee (“Committee”) meeting will be held on November 6,
2008. The Committee will review and take appropriate action related to the Deloitte
& Touche LLP’s Financial Statement Audit Results and Communications and the
audited financial statements of the Permanent University Fund ("PUF"), General
Endowment Fund ("GEF”), Permanent Health Fund ("PHF7}, Long Term Fund
("LTF", Intermediate Term Fund (1TF"), and the Statement of Performance
Statistics for the year ended August 31, 2008. The Committee also will hear a report
from UT System Audit office and receive a report on other ethics and compliance
activities from staff. Additionally, as required by the Audit Charter of the Audit and
Ethics Committee, the Committes will approve the recommendation by the CEO of
the General Counsel and Chief Compliance Officer's performance incentive award
for the performance period ending June 30, 2008.

The financial statements were audited by Deloitte & Touche LLP. Tom Wagner,
engagement pariner, will present to the Committee Deloitte & Touche LLP's
Financial Statement Audit Results and Communications letter and answer questions
related to the financial statements. The audits are expected to be completed by
October 31, 2008. Staff will send under separate copy to the Directors a copy of the
Deloitte & Touche LLP's Financial Statement Audit Resulis and Communications
letter upon completion of the audits. Because of the voluminous nature of the
audited financial statements, they are not included in the Board book. However, the
complete audited financial statements will be available on UTIMCO's website,
www.utimeo.org after the Audit and Ethics Committes meeting is held on November
6, 2008.

The Committee will recommend that the Board take appropriate action related fo the
Deloitte & Touche LLP Financial Statement Audit Results and Communications and
the audited financial statements of the PUF, GEF, PHF, LTF, ITF, and the Statement
of Performance Stafistics for the year ended August 31, 2008.

Deloitte & Touch LLP's Financial Statement Audit Results and Communications;
Audited Financial Statements and Audit Reports



| RESOLUTIONS RELATED TO AUDITS OF THE INVESTMENT FUNDS
| FOR FISCAL YEAR 2008

RESOLVED, that Deloitte & Touche LLP’s Financial Statement Audit
Results and Communications on the Investment Funds Under Fiduciary
Responsibility of The University of Texas System Board of Regents for the
year ended August 31, 2008, be, and is hereby approved in the form as
presented fo the Board; and

FURTHER RESOLVED, that the separate annual financial statements
and audit reports for the Permanent University Fund, the Permanent
Health Fund, The University of Texas System Long Term Fund, The
University of Texas System General Endowment Fund, and The
University of Texas System Intermediate Term Fund each for the fiscal
years ended August 31, 2008, and August 31, 2007, and the Statement of
Investment Performance Statistics for the year ended August 31, 2008,
be, and are hereby approved in the form as presented fo the Board.



TAB 8



Agenda liem:

Developed By:

Presented By:

Type of ltem:

Description:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
November 7, 2008

Report on and Discussion and Appropriate Action related fo lems from Policy
Committee

Staff
McHugh

Action item; Action required by UTIMCO Board; further action required by UT
System Board of Regents related to proposed amendments to Master Investment
Management Services Agreement

The Policy Committee ("Committee”) will meet on November 6, 2008. The
Committee’s agenda includes discussion and appropriate action related fo
UTIMCO Travel Guidelines, Delegation of Authority Policy; and Master Investment
Management Services Agreement with UTIMCO {*IMSA").

The Committee will review and take appropriate action reiated to a proposed
amendment to the UTIMCO Travel Guidelines. The proposed amendment is
based on the recommendation of The University of Texas System Audit Office.
The Audit Office recommended that UTIMCO add provisions related fo ground
transportation costs, in particular, private car services, in the UTIMCO Travel
Guidelines. Ms. McHugh will report on the Committee’s action but no action is
required by the UTIMCO Board.

The Committee will review and take appropriate action related fo an amendment to
the Delegation of Authority Policy. Prior to the Committee’s review, the Risk
Commitiee reviewed the proposed amendment. At a previous UTIMCO Board
meeting, Direcfors requested that UTIMCO staff return to the UTIMCO Board at a
future meeting with a policy recommendation that would address handling of
manager mandates that exceed the limits of delegated authority in the Delegation
of Authority Policy due to appreciation of the investment. Page 6 of the draft
Delegation of Authority Policy contains the proposed policy recommendation.

The Committee will review and take appropriate action related to the IMSA. The
IMSA is the contract between U. T. System Board of Regents ("UT Board”) and
UTIMCO Board. Ultimate responsibility for the accounts under UTIMCO's
management rests with the UT Board. The proposed amendments fo the IMSA
relate to a request concerning the UTIMCO Code of Ethics. The UTIMCO Code of
Ethics was approved by the UT Board at the August 14, 2008 meefing of the UT
Board, subject to an amendment proposed by Regent Janiece Longoria and the
requirements that UTIMCO (1) maintain a log of (a) all agreements and
transactions between UTIMCO and a Director or Employee or their Family
members, including a Family member's business entity, and (b} all investments in
the private investments of a business entity in which a Director or Empioyee then
owns a private investment, or is then co-investing, in the same business entity as

1



Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
November 7, 2008

UTIMCO, which annually shall be reviewed by the UTIMCO Board of Directors and
reported fo the U. T. Board; and (2} repori to the U. T. Board annually on
compliance with the UTIMCO Code of Ethics and any recommended changes to
the UTIMCO Code of Ethics following review by the UTIMCO Board of Directors. A
copy of the draft UTIMCO Code of Ethics, including the amendment proposed by
Regent Longoria, is included for information in these materials.

UTIMCO staff has drafted changes to the IMSA, consistent with the above
requirements, which have been reviewed and approved by UT System staff, and
are submitting the following changes related to the IMSA:
- Section 3(h){x): Add the requirement to maintain a log of agreements,
transactions, investments and co-investments between UTIMCO and
a Director or Employee, their Family members, and their related
business entities, o be reviewed by the UTIMCO Board of Directors
and reported fo the U. T. Board on an annual basis
. Section 3(h)(xf); Add the requirement to annually report fo the UT
Board on compliance with the UTIMCO Code of Ethics and any
recommended changes fo it

The Committee will recommend appropriate action related fo the Delegation of
Authority Policy and IMSA.

Delegation of Authority Policy; Master Investment Management Services
Agreement with UTIMCO; UTIMCO Code of Ethics



RESOLUTION RELATED TO
MASTER INVESTMENT MANAGEMENT SERVICES AGREEMENT WITH UTIMCO

l

RESOLVED, that the Master Investment Management Services Agreement with
UTIMCO (*IMSA™) be, and is hereby, approved in the form submiited to the
Corporation's Board, subject fo approval by the Board of Regents of The University
of Texas System.

RESOLUTION RELATED TO DELEGATION OF AUTHORITY POLICY

RESOLVED, that amendments {o the Delegation of Authority Policy as presented be,
and are hereby, approved in the form submitted to the Corporation’s Board.



L

The University of Texas Investment Management Company
Delegation of Authority Policy

Effective Date of Policy: Nevember-20,-200ZNovember 7, 2008

Date Approved by UTIMCO Board: Nevember28,2007November 7, 2008

Supersedes; Delegation of Authority Policy approved by the UTIMCO Board on Janruars-25;
2007November 29, 2007

Purpose:

The purpose of the Delegation of Authority Policy is o provide a clear delineation of responsibilities
of the UTIMCO Board of Directors and the UTIMCO staff. Section 66.08(d) of the Texas Education
Code provides that UTIMCO’s duties to the U. T. System Board of Regents with respect fo the
management of investment funds shall be governed by a contract between the two parties.
UTIMCO provides various investment management services o the U. T. System Board as more
fully described in the investment Management Services Agreement by and between the U. T.
System Board and UTIMCO. The UTIMCO Board is responsible for management and investment
oversight of UTIMCO. The UTIMCO Board recommends amendments fo the Investment Policies
for approval by the U. T. System Board. The UTIMCO Board is responsible for overseeing the
investment process fo execute the established Investment Policies. However, to enhance the
competitivenass of the investment process, improve management and operational efficiency, and
define and concentrate accountability for performance, certain duties, and responsibilities are
delegated by the UTIMCO Board to UTIMCO Management. This Policy Statement defines the
delegation of authority in the two primary areas of UTIMCO operations:

{1) Management, Operations, and Finance; and
(2} Investments.

Objective:

By clearly defining the scope of delegated authority o UTIMCO Management, this Policy
Statement enhances operational efficiency and timeliness in decision making, thereby enhancing
competitiveness. '

Scope:

This Policy applies to all matters under UTIMCO control. The only delegations of authority granted
by the UTIMCO Board are enumerated in this Poiicy and any authority not specifically granted in
this Policy is retained by the UTIMCO Board acting as agent for the U. T, System Board, provided
that nothing contained in this Policy Stalement is infended fo, or shall, limit any delegation of
authority otherwise set forth in the UTIMCO Bylaws, the Investment Management Services
Agreement, any Committee Charter, any Investment Policy, or any formal policy adopted by the
UTIMCO Board.

Authority Delegated to UTIMCO Management:

The primary functions of the UTIMCO Board are to formulate, revise, implement, and conduct
ongoing oversight of the policies it has established for UTIMCO. The dufies and responsibilities of
the UTIMCO Board are enumerated in the UTIMCO Bylaws, Articles of Incorporation, Committee
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The University of Texas Investment Management Company
Delegation of Authority Policy

Charters, Investment Management Services Agreement, and UTIMCO policies. To execute its
responsibilities more efficiently, the UTIMCO Board has delegated the authority fo implement
UTIMCO policies to UTIMCO Management in two primary areas: (i) Management, Operational,
and Financial Authority; and (ii} investment Authority.

Management, Operational, and Financial Authority: Final authority for the functions listed
below rests with the UTIMCO Board:

Administration, Accounting and Financial Management;
Systems Technology Management;

Personnel Management;

Compliance;

Client Relations and Reporting; and

Public Relations.

e & & ¢ 9 @

However, the UTIMCO Board hereby delegates authority to UTIMCO Management in each
functional area as specified below:

Administration, Accounting, and Financial Management; The UTIMCO Board hereby delegates all
day-to-day operational decisions to UTIMCO Management. This delegation includes, but is not
limited to, alt administrative decisions regarding the management of endowment and operating
funds as well as all administrative and financial decisions associated with the operation of the
UTIMCO organization. This delegation includes the authority to execute all contracts and
agreements, subject to the limitations defined below.

Systems Technology Management. The UTIMCO Board hereby delegates all decisions regarding
the operation and management of all systems technology assets o UTIMCO Management. This
delegation includes the authority to execute all contracts and agreements, subject to the limitations
defined below.

Personnel Management: The UTIMCO Board hereby delegates to the UTIMCO Chief Executive
Officer all personnel management decisions regarding positions included in approved UTIMCO
operating budgets, and grants authority fo the Chief Executive Officer to add non-budgeted
personnel as necessary on an emergency basis, subject to review in the following budget cycle,
provided that the addition of any non-budgeted personne! shall be promptly reporied to the
UTIMCO Board. All compensation decisions for officers of UTIMCO are excluded from this
delegation.

Compliance: The UTIMCO Board hereby delegates all compliance operations fo UTIMCO
Management, while retaining all oversight functions as specified in UTIMCO policies.

Client Relations and Reporting: The UTIMCO Board hereby delegates all client relations and
reporting decisions to UTIMCO Management.
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The University of Texas Investment Management Company
Delegation of Authority Policy

Public Relations: The UTIMCO Board hereby delegates to the UTIMCO Chief Executive Officer all
decisions regarding public relations matters, except for those matters that are reserved to the
UTIMCO Vice Chairman for Policy.

In addition, to facilitate the execution of the authority granted above, the UTIMCO Board hereby
delegates the foliowing specific duties and responsibilities to UTIMCO Management:

o Contracts: The UTIMCO Board hereby delegates to the UTIMCO Chief Executive
Officer the authority o execute on the behalf of UTIMCO all conlracts, leases, or
other commercial arrangements (except investment management agency contracts,
partnership agreements, investment consuitant agreements and agreements with
independent auditors} for a fotal obligation of $1 million or less during the confract
term; provided that for purposes of this delegation any contract that does not have a
fixed term shall be deemed have a term of one year; provided, further that notice of
any such contracts, leases, or other commercial arrangements of $50,000 or more
shall be reported to the UTIMCO Board at its regularly scheduled meetings.

o Qutside General Counsel: Management of UTIMCO’s Exiernal Counsel The
UTIMCO Board hereby delegates to the UTIMCO Chief Executive Officer the
authority to direct the day-to-day work product of the UTIMCO external counsel,
provided that the UTIMCO external counsel shall continue to have primary reporting
responsibility to the UTIMCO Board.

Investment Authority: The UTIMCO Board hereby delegates the following specific duties and
responsibilities to UTIMCO Management:

° Tactical Asset Allocation: Without limitations of timing, procedures, or vehicles
utifized, decisions regarding tactical asset allocation within the ranges established in
Investment Policies, including rebalancing portfolio weights to Policy Target Weights
or actively deviating from Policy Weights as market conditions dictate, are hereby
delegated to the UTIMCO Chief Executive Officer, as long as any decisions do not
violate established Investment Policies. Short sales of securities (including
exchange traded funds, and individual common stocks and bonds, but excluding
derivative instruments) fo offset existing long positions for risk control purposes may
also be utilized as a vehicle in tactical asset allocation. Prior to implementation of
any short security sale strategy and throughout the duration of the sirategy, risk
analyses shall be performed to verify the expected risk reducing impact of the
proposed strategy and that the sirategy does not result in the risk position of the fotal
Funds being outside the policy risk range.

»  Risk Management: The UTIMCO Board hereby delegates all decisions regarding
the design and operation of any risk management system to UTIMCO Management.
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The University of Texas Investment Management Company

Delegation of Authority Policy

e New Investment Vehicle and Manager Selection: The UTIMCO Board hereby
delegates to the UTIMCO Chief Executive Officer the authority to commit UT System
funds to new relationships with internal or external investment managers or to new
mandates with external investment managers already under existing relationships
with UTIMCO, and the accompanying authority to negofiate and execute agency,
partnership or subscription agreements as necessary, subject only fo the following

limitations:
@]

More Correlated & Constrained Investments: Any new commitments
exceeding (i) $400 million to an individual infernal or external manager
or (i) 20% of the total assets managed under a specific investment
strategy by an individual external manager must follow the process
outlined in Appendix A.

Less Correlated & Constrained Investments: Any new commifments
exceeding (i) $200 million or (i) 20% of the total assets managed
under a specific investment strategy by an extemal manager must
follow the process outlined in Appendix A.

Private Investments: Any new commitments exceeding (i} $100
million or (if) 20% of the total assets of the subject investment vehicle
must follow the process outlined in Appendix A. All new commitments
to direct, Private Investments must follow the process outlined in
Appendix A.

For the purposes of the above thresholds, new manager mandates
shall be aggregated during the first six months foliowing the initial
funding of such mandate and shall not exceed $400 million for all
Investment Types. Mandates that exceed $400 million in the
aggregate must follow the process outlined in Appendix A.

Passive exposwe, either by an individual internal or external
manager, is limited only as required to maintain the Policy Portfolio
within the Asset Class and Investment Type ranges.

At any time prior fo the closing of a commitment, the Staff will send
each Board member a description of the proposed investment and a
Certificate of Compliance for the investment. ‘
Other Investments; Any investments in Asset Classes not currently
defined in the Policy Portfolio must receive specific UTIMCO Board
approval regardiess of size.

Any commitment that would otherwise be permitted under this
delegation, but which violates any UTIMCO Policy, is not permitted.
The UTIMCO Chief Execulive Officer will report to the UTIMCO Board
at its regularly scheduled Board meetings regarding all decisions
made under this delegated authority.

e Changing Allocations of Investment Funds Among Existing Infernal and External
Managers and Parinerships: Subsequent fo the first six months of the UTIMCO
relationship with a new manager, the UTIMCO Board hereby delegates fo the
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The University of Texas Investment Management Company
Delegation of Authority Policy

UTIMCO Chief Executive Officer the authority fo increase investments or
commitments fo existing internal or extemnal investment managers, and the
accompanying authority to renegotiate existing agency, partnership or subscription
agreements as necessary, subject only fo the following limitations:

o More Comrelated & Constrained Investments: Any increases that
exceed $200 million to existing funds under management by any
individual internal or external manager or which increases the total
assets managed to more than {i) $600 million with an individual
internal or external manager or a larger amount approved by the
Board for manager exceptions or {ii} 20% of the tofal assets managed
under a specific strategy by an individual external manager, must
follow the process outlined in Appendix A.

o Less Correlated & Constrained Investments: Any increases that
exceed $100 million to existing funds under management, or which
increase the total assets managed to more than $300 million with an
individual manager or to more than 20% of the assets managed under
a specific investment strategy by an external manager must follow the
process outfined in Appendix A.

o Private Investments: Any increases that exceed $50 million to
existing funds under management in an existing investment vehicle,
or which increases the total UTIMCO investment in a single
investment vehicle to more than (i) $150 million or (i) 20% of the total
assets of the same investment vehicle, must follow the process
outlined in Appendix A.

o For the purposes of the above thresholds, no increase shall be
permitted which (i) exceeds $200 million to an existing internal or
external manager in the aggregate for all Investment Types or (i)
increases the total assets managed by an existing intemal or external
manager to more than $600 million in the aggregate for all Investment
Types: Any increases that exceed these amounts must follow the
process outlined in Appendix A. :

o Passive exposure, either by an individual internal or external
manager, is limited only as required to maintain the Policy Portfolio
within the Asset Class and Investment Type ranges.

o Any increase in investment of commitment that would otherwise be
permitted under this delegation, but which violates any UTIMCO
Policy, is not permitted.

o The UTIMCO Chief Executive Officer will report o the UTIMCO Board
at its regularly scheduled Board meefings regarding all decisions
made under this delegated authority.

| «Manager Monitoring and Termination; The UTIMCO Board hereby delegates to the
UTIMCO Chief Executive Officer all decisions regarding monitoring and termination
| of existing internal or external investment managers.
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The University of Texas Investment Management Company
Delegation of Authority Policy

»  Notwithstanding, on a quarterly basis, manager mandates {excluding passive
exposure) shall be aggregated across investment types and any mandate resultlrpg

in three Qemmgnt (3%) or mare exposure relative to the total Funds {Excluding

Py %&W‘“W‘M “’"""&“5

for Private Investments - e, Oakiree?) will be reported to the Risk Comm;ltee at
its next meeting. UTIMCO staff will be requsred to make a presentation and prepare
a recommendation fo the Risk Committee regarding an appropriate course of action
for any manager mandate resu]tmg in five percent {5%) or more exposure relative fo
the total Funds {exoliiding: E o7 the Private Investments). Such presentation
and recommendation will include informafion regarding the manager mandate,
including original amount of investment, historical performance, market and
gconomic outlook, and appropriate sizing, with timelines for completion of any
recommended action, After discussion and review by the-Risk Committee, the Risk
Committee may approve the recommendation of UTIMCO staff, determine a
different appropriate ievel of exposure or request additional information fo be
presented at a subsequent meeting before action may be taken by UTIMCO stafi.
UTIMCO staff will be responsible for implementing any Risk Commitiee approved
action.

e Intemnal Investment Management: The UTIMCO Board hereby delegates to the
UTIMCO Chief Executive Officer all decisions associated with the direct
management of assets by UTIMCO Staff.

e  Management of UTIMCO’s External Investment Consultant. The UTIMCO Board
hereby delegates to the UTIMCO Chief Executive Officer the authority fo direct the
day-to-day work product of the UTIMCO consultant, provided that the UTIMCO -
consultant shall continue to have primary reporting responsibility to the UTIMCO
Board.

Documentation, Controls, and Reporting:

All UTIMCO Management decisions made under this Delegation of Authority Policy will be
monitored by UTIMCO's Chief Compliance Officer. Any exceptions to this Policy will be reported o
UTIMCO's Chief Executive Officer immediately. The UTIMCO Chief Executive Officer will develop
a remedy to the exception, if possible, and report the exception and the remedy fo the UTIMCO
Chairman immediately.  Additionally, the UTIMCO Chief Executive Officer will report any
exceptions fo this Policy to the UTIMCO Board at its next reqularly schedufed meeting, unless the
UTIMCO Chairman instructs otherwise.
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The University of Texas Investment Management Company
Delegation of Authority Policy

Appendix A
UTIMCO Board Option to Review Proposed Investments

In instances where a proposed investment exceeds the stated Investment Authority of the UTIMCO
Chief Executive Officer, the Staff must follow the procedures listed below o provide the UTIMCO
Board the opportunity to review an investment proposal at a UTIMCO Board meeting:

1. Option to Review Investment Proposal

a. For new commitments, Staff will send each UTIMCO Director a complete
due diligence report, a Certificate of Compliance if one has not previously
been provided to each UTIMCO Director, an Option fo Review Investment
Proposal, and, if required by the UTIMCO Chief Executive Officer, a due
diligence report provided by the external consultant.

b. For additional commitments to existing managers and partnerships, Staff
will send each UTIMCO Director a description of the proposed investment,
an Option to Review Investment Proposal, and, if required by the UTIMCO
Chief Executive Officer, a due diligence report provided by the external
consultant.

2. Option to Review Investment Proposal Form

The Option to Review Investment Proposal Form will require a UTIMCO
Director to choose one of the following alternatives:

(i} | require a complete review of the investment at a subseguent Board
meeting prior fo the execution of the investment;

(i) | do not require a complete review of the investment at a subsequent
Board meeting prior to the execution of the investment; or

(iii) | do not require a complete review of the investment at a subsequent
Board meeting prior to the execution of the investment but request that
UTIMCO Staff make a presentation regarding the proposed invesiment at a
future UTIMCO Board meeting.

3. If any UTIMCO Director requires a complete review of the invesiment prior fo the
execution of the investment, the Staff shall make a presentation to highlight the
attributes of the proposed investment at the next UTIMCO Board meeting.
Subsequent fo hearing the presentation, the Board shall vote to approve such
investment.
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MASTER INVESTMENT MANAGEMENT SERVICES AGREEMENT WITH UTIMCO

This Investment Management Services Agreement (this “Agreement™) by and between the Board
of Regents (the “U. T. Board”) of The University of Texas System (the “U. T, System™) and The
University of Texas Investment Management Company (“UTIMCO™), a Texas nonprofit
corporation, is effective February—7-2008-November 13, 2008 (the “Effective Date™), and
supersedes all earlier agreements by and between the U. T. Board and UTIMCO regarding the
subject matter hereof.

RECITALS

WHEREAS, the U. T. Board, pursuant to the Constitution and statutes of the State of Texas, is
responsible for the investment of the Permanent University Fund, the local and institutional
assets of the U. T. System and the assets of various trusts and foundations for which it serves as
trustee, all of which assets are under the control and management of the U. T. Board;

WHEREAS, Section 66.08, Texas Education Code, as amended, authorizes the U. T. Board,
subject to certain conditions, to enter into a contract with a nonprofit corporation for the
corporation to invest assets under the control and management of the U. T. Board, as designated
by the U. T. Board:

WHEREAS, UTIMCO has been organized under the laws of the State of Texas, including the
Texas Non-Profit Corporation Act, Tex. Rev. Civ. Stat. Ann. art. 1396-1.01 er seq., for the
express purpose of investing assets under the control and management of the U. T. Board, as
designated by the U. T. Board, in accordance with the laws of the State of Texas;

WHEREAS, the U. T. Board desires to continue an Agreement with UTIMCO for UTIMCO to
invest certain designated assets under the control and management of the U. T. Board;

WHEREAS, UTIMCO desires to enter into this Agreement with the U. T. Board and to invest
certain designated assets under the control and management of the U. T. Board; and

WHIEREAS, all conditions precedent to the execution and delivery of this Agreement have been
fully satisfied and fulfilled, including, without limitations, the conditions established by
Section 66.08, Texas Education Code, as amended.

NOW THEREFORE, for and 1n consideration of the premises and the mutual promises contained
herein and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties hereto agree as follows:
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AGREEMENT
Section 1.  Definitions.
(a)  Affiliate shall mean an entily directly or indirectly controlling, controlled by, or under

(b)

(c)

(d)

(e)

common control with UTIMCO, including an entity with whom UTIMCO has an express
or implied agreement regarding the direct or indirect purchase of investments by each
from the other.

Cash Reserves shall mean cash on hand plus investments, plus prepaid expenscs, less
accounts payable, less other liabilities.

Claims shall mean all claims, lawsuits, causes of action and other legal actions and
proceedings of whatever nature brought against (whether by way of direct action, counter
claim, cross action, or impleader) any Indemnified Party and all requests or demands for
indemnification made by any third party upon any Indemnified Party, even if groundless,
false or fraudulent, so long as the claim, lawsuit, cause of action, other legal action or
proceeding, request or demand is alleged or determined, directly or indirectly, to arise out
of, result from, relate to or be based upon, in whole or in part, the duties, activities, acts
or omissions of any person arising under this Agreement.

Custodian or Custodians shall mean a comunercial bank, trust company or other entity
selected by UTIMCO to hold and safe-keep physical securities representing investment
asseis of any Fund and to perform the other functions listed in Section 5 hereof.

Delegated Assets shall mean those assets under the control and management of the U. T.
Board that are invested in the Funds managed by UTIMCO hereunder; pursuant to the
corresponding Investment Policies as such assets may be directed for investment by the
U. T. Board or its designees [rom time to time pursuant to its Investment Policies or
otherwise. The Delegated Assets may include, without limitation, the following funds or
categories of assets:

(1) The Permanent University Fund established pursuant to Article VI, Section 11 of
the Texas Constitution (the “Permanent University Fund” or “PUF”); provided
that, for purposes of this Agreement and the delegation of investment
management responsibilities hereunder, the PUY excludes the approximately 2.1
million acres of land located in 19 Texas counties, primarily m West Texas, and
constituting a part of the PUF (the “PUF Lands™), as to which the U. T. Board
retaing complete investment management authority and responsibility;

(it) Any and all funds or assets under the control and management of the U. T. Board
as owner, administrator, contractual investment manager, or otherwise, including
without limitation endowment funds and operating assets, other than the
Permanent University Fund, the Permanent IMealth Fund and the U. T. Board
Trust Accounts (collectively, “U. T. System Funds™);
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(h)

(iii) The assets of charitable remainder trusts, foundations and other separately
invested assets for which the U. T. Board serves as trustee on behalf of itself and
other co-beneficiaries (“U. T. Board Trust Accounts™);

{iv) The permanent assets for health-related institutions established pursuvant to
Chapter 63, Texas Education Code, for which the U. T. Board is an administrator
(collectively, the “Permanent Health Fund” or “PHF”);

{v)  U.T.System Funds or U. T. Board Trust Accounts which, by election of the U. T.
Board or by requirement of the trust indenture or donative instrument, are
invested separately and apart from other U. T. System Funds and the PUF
(collectively, “Separately Invested Funds™ or “SIFg™); and

(vi)  Institutional assets of third-party non-profit charitable foundations or tax-exempt
charitable organizations to the extent dedicated to the support of the educational
purposes of the U. T. System and under the control and management of the U. T.
Board by contract {collectively, “Foundation Funds”).

Funds shall mean the separate investments or pools of assets in which the Delegated
Assets are to be invested pursuant to the corresponding Investment Policies, as specified
in Schedule A hereto and in the corresponding Investment Policies, each of which may be
amended by the U. T. Board from time to time as provided for herein.

Indemnified Parties shall mean UTIMCO and any of its officers, directors, employees
and agents.

Investment Policies shall mean the written investment policies determined and approved
by the U. T. Board relating to the Funds, and all generally applicable written investment-
related policies determined and approved by the U. T. Board that govern the management
of investments for some or all Funds, such as the policies regarding asset allocation, and
the policies on Derivative Investment, Liquidity, and Error Correction, but excluding
internal UTIMCO operational guidelines as to which approval of the U. T. Board is not
required, which include the UTIMCO Mandate Categorization Procedure, Valuation
Criteria for Alternative Asscts, Caleulating Liquidity Procedure, Soft Doltar Policy and
Procedures, Securities Lending Policy, and the Proxy Voting Policy (the Proxy Voting
Policy being govemed by the provisions of the individual Investment Policies related to
proxy voting).

Losses shall mean losses, costs, damages, expenses, judgments and liabilities of whatever
nature (including, but not limited to, attorneys’, accountants” and other professionals’
fees, litigation and court costs and expenses, amounts paid in settlement, amounts paid to
discharge judgments and amounts payable by an Indemnified Party to any other person
under any arrangement providing for indemnification of that person) directly or indirectly
resulting from, arising out of or relating to one or more Claims.
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() Suirplus Cash Reserves shall mean Cash Reserves on the last day of the fiscal year in
excess of twenty-five percent (25%) of the upcoming fiscal year’s operating and capital
budgets approved by the U. T. Board.

Section 2. Delegation of Investment Authority; Retention of Policy Setting Authority.

{a) General

The U. 'T. Board retains ultimate fiduciary responsibility and authority for all matters
refated to the investment of the Delegated Assets. Pursuant to that responsibility and
authority, the U. T. Board hereby appoints UTIMCO as 1ts investment manager with
complete authority to act for the Board in the investment of the Funds, subject, however,
to such limitations and restrictions as are set forth in the Investment Policies. UTIMCO
shall furnish the U. T. Board with continuous investment management services and shall
invest and reinvest the assets of the Funds in such ways and at such times as are
consistent with the Investment Policies and Section 4 hereof. UTIMCO shall be
responsible for overall management of the U. T. Board’s investment affairs as set forth in
this Agreement and shall manage each Fund as a discretionary account.

(b)  Policy Matters

The U. 't. Board, as ultimate fiduciary for the Funds, retains policy setting authority.
Unless otherwise provided in writing by the U. T. Board, UTIMCO shall look to the
Chancellor to provide primary oversight and management concerning relations with the
media, legal issues that implicate policies of the U. T. Board other than the Investment
Policies, public disclosure of information and intergovernmental relations. Except for the
forgoing matters, the UTIMCO Board of Directors and the CEO of UTIMCO shall be
responsible for making all decisions necessary to implement the Investment Policies. The
CEO of UTIMCO shall confer with the Chancellor on the above-mentioned matters
where the Chancellor has primary oversight and management and on other matters that
may implicate broader policies of the U. T. Board.

(c) Meetings and Agendas

(1) The UTIMCO CEQ shall consult with the Chairman of the UTIMCO Board and
the Chancelior as Vice Chairman for Policy, on the draft agenda for meetings of
the UTIMCO Board at least three (3) weeks prior to cach regular UTIMCO Board
meeting.

(i)  UTIMCO shall participate in an annual joint meeting of the UTIMCO Board of
Directors and the U. T. Board as referenced in Art. III, § 7 of the UTIMCO
Bylaws.

Section 3. Deseription of Investment Management Services.

During the term of this Agreement, UTIMCO shall provide the following services in conjunction
with the investment of the Funds:

(a) Investment Policies:
UTIMCO shall review current Investment Policies for each Fund at least annually. Such
review shall include distribution (spending) guidelines, long-term investment return
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(b)
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(@)

(e)

expectations and expected risk levels, Asset Class and Investment Type allocation targets
and ranges, expected returns for each Asset Class and Investment Type and fund,
designated performance benchmarks for each Asset Class and Investment Type and such
other matters as the U. T. Board or iis staff designees may request. After UTIMCO
completes ifs assessment, it shall forward any recommended changes fo U. T. System
staff for review and appropriate action, following the established schedule for the
submission of proposed agenda topics for meetings of the U. T, Board.

Investment Management:

UTIMCO shall oversee the investment management process pursuant to the Investment
Policies. Such oversight shall include without limitation the development of an
investment outlook based on global economic and capital market forecasts, the
rebalancing of allocations 10 each Asset Class and Investment Type within ranges in
response to changes in the nvestment outlook, and the selection of a combination of
portfolio managers to construct portfolios designed to generate the expected returns of
each Asset Class and Investment Type.

Investment Performance:

UTIMCO shall monitor and report on investment performance for each of the Funds.
With respect to all Funds other than the SIFs, such responsibilities shall include the
calculation and evaluation of mvestment returns for each Asset Class and Investment
Type and individual Fund portfolio against approved benchmarks over various periods of
time, and the periodic review of performance benchmarks. With respect to all Funds,
such responsibilities shall also include the reporting of investment performance of such
specific Funds as may be requested by the U. T. Board, and the reporting to regulatory
agencies and others regarding investments under management to the extent required by
applicable law.

Operations:
UTIMCO shall execute such operational responsibilities as the purchase and sale of

investments, the settlement of all trades (to the extent such trades are not settled by the
Custodian or brokers), the accounting for all transactions at the portfolio level in
accordance with generally accepted accounting principles, the preparation and delivery of
periodic financial reports on all Funds, and the maintenance of complete books and
records (internally or through contract with the designated Custodian for the assets under
management) reflecting transactions and balances of the Funds.

Maintenance of and Access to Books and Records:

UTIMCO shall maintain the books and records for each Fund on the basis of a fiscal year
ending August 31st (or such other fiscal year ag the U. T. Board may establish from time
to time), and shall keep full separate records of all transactions with respect to each Fund.

The books and records of the Funds and any and all records concerning UTIMCO and
UTIMCO’s operations shall be available during normal business hours for inspection by
authorized representatives of U. T. System. UTIMCO shall provide full audit access to
any and all information concerning the operations of UTIMCO, including information
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necessary to review UTIMCO expenditures for compliance and reasonableness with the
approved budget, to auditors representing the U. T. Board and/or the State Auditor.

Reporting:
In connection with the annual audited financial statements of UTIMCO, effective with

the August 31, 2004 financial statements, UTIMCO shall provide all compliance-related
information, reports and certifications, and shall cause the CEO and the chief {inancial
officer of UTIMCO to provide such certifications, as may be specified by the U. T. Board
and U. T. System compliance policies and procedures adopted or approved by the U. T.
Board. UTIMCO will follow the U. T. System compliance guidelines as outlined in the
Action Plan to Enhance Institutional Compliance, as it may be amended from time to
time, including providing the U. T. Board or its designees with quarterly compliance
reports.

Disclosure of Information:

The U. T. Board is committed to a policy of full and fair disclosure to the public. As part
of that commitment with respect to private invesiments in the Funds, UTIMCO shall
disclose to the public with respect to such private investments all information required to
be disclosed pursuant to Section 552.0225 of the Texas Government Code regarding
“Right of Access to Investment Information™ (“private investment information™).
UTIMCO shall make no private investment with an entity unless the U. T. Board and
UTIMCO have clear and unequivocal authority to disclose to the public the private
investment information, described immediately above, relating to such investment.

Before UTIMCO declines to disclose any information it has collected, assembled or
maintained in its role as investment manager for the UJ. T. Board that is requested under
the Texas Public Information Act, the CEO of UTIMCO shall notify the U. T. System
Vice Chancelior and General Counsel and solicit his or her input to the process.
UTIMCO shall disclose the information unless (i) it is confidential and excepted as
provided in Section 552.143 of the Texas Government Code regarding “Confidentiality of
Certain Investment Information,” or (ii) as to any other information, the Vice Chancellor
and General Counsel, after consultation with the Chancellor, approves a Public
Information Act request to the Aftomey General of Texas. In addition, the U. T. Board
reserves the right and authority, in its sole discretion, to disclose, or direct the disclosure
of, any information at any time, to the extent such disclosure would not result in a
violation of applicable law or breach or result in a default under any agreement binding
upon UTIMCO or the U. T. Board.

In addition to and not in lieu of the foregoing, UTIMCO will comply with the provisions
of Section 12 below regarding confidentiality provisions of contracts with third parties.

Other Services:
UTIMCO shall perform other investment management services, including without
timitation:

63 attending meetings of the U. T. Board and making such reports as the U. T. Board
may request from time to time;
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(iif)

(iv)

)

(vi)

(vii)

(viii)

rendering services to managers of private equity investments in which UTIMCO
has decided to invest;

attending meetings of governing bodies of companies in which assets of Funds
have been invested pursuant to this Agreement;

voting of securities (or proxies with respect thereto) held as investments of the
Funds in accordance with the Investment Policies and the UTIMCO Proxy Voting
Policy and any other relevant written policies or rules of the U. T. Board;

providing U. T. System institutions with annual endowment reports reflecting,
among other things, changes in the investment value of such institution’s
endowment and distributions made to such institution to support the activities for
which the endowment was established;

providing charitable trust administration services such as portfolio management,
annual tax return preparation, annual trust reporting to donors and remittance of
quarterly distributions; providing annual reporting of investment transactions and
balances and distributing assets to authorized beneficiaries;

effecting distributions directly or through the Custodian to U. T. System
institutions or other named beneficiaries from the Funds;

supporting and maintaining online information systems for endowment funds;

(ix)  providing training and education to members of the UTIMCO Board of Directors

(x)

as may be determined in consultation with U. T. System staff to assure that all
duties required of directors under the Texas Non-Profit Corporation Act and that
matters related to legal and fiduciary responsibilities of the directors, including
current regulations for determining reasonable compensation, are outlined and
discussed fully;

maintainine a log of (1) all agreements or transactions between UTIMCO or a

“UTIMCO entity” and a “Director entity” or an “Emplovee entity” or a business
entity in which a “Family member” of a “Director” or “Emplovee” has an
ownership interest, and (2) all investments in the private investments of a business
entity in which a “Director” or “Emplovee” then owns a private investment, or is
then co-investing, in the same business entity, provided that all guoted terms
above shall have the meanings assigned to them in UTIMCO’s Code of Ethics,
which annuallv shall be reviewed by the UTIMCO Board of Directors and
reported to the U. T, Board;

Gay(xilreporting to the U. T, Board annually on compliance with the UTIMCO Code of

Ethics and any recommended changes to the UTIMCO Code of Ethics followinge
review by the UTIMCO Board of Directors; and

Ge¥(xii)any other services necessary fo provide investment management of the Funds.
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Section 4.  Investment Mapager as Fiduciary.

UTIMCO acknowledges that it acts as a fiduciary in its management of the investments of the
Funds pursuant to the Investment Policies and applicable law. The U. T. Board recognizes that
all individual investment fransactions involve a variety of significant potential risks, including,
without limitation, market risk, liquidity risk, credit sk, cash flow risk, operational risk and
counterparty risk, although taken as a whole these transactions are also expected to manage risk.
The U. T. Board agrees that (i) UTIMCO will not be liable for any losses incurred in the Funds
as a result of investments made pursuant to the Investment Policies and applicable law, and (ii)
UTIMCO will not be liable for actions of co-fiduciaries. The U. T. Board also acknowledges
that UTIMCO shall not be liable for, and, to the fullest extent authorized by the Constitution and
laws of the State of Texas, agrees to hold UTIMCO harmless from the consequences of, any
action taken or omitted to be taken by the U. T. System or any of its employees or agents prior to
March 1, 1996.

Section 5. Custody of Assets.

UTIMCO shall select one or more Custodians, each of which shall be approved by the U. T.
Board, which shal! also enter into or approve each agreement with the Custodian(s).

UTIMCO shall use the Custodian(s) for safekeeping, settlement of security purchases, sales,
collection of income and other duties, as may be more fully described in the relevant
agreement(s) between the Custodian(s) and the U. T. Board or UTIMCO (as agent of the U. T.
Board). In addition, UTIMCO may from time to time use a brokerage firm to settle security sales
on behalf of the U. T. Board and may invest in a regulated mutual fund, externally managed
commingled funds, or other investments in which assets are held outside of the bank custody
relationship. Any physical certificates not held in safekeeping with a Custodian shall be held in
safekeeping at a local bank as designated by UTIMCO.

Section 6.  Use of Unaffiliated Investment Managers.

UTIMCO shall be entitled to use unaffiliated investment advisors to invest all or part of the
Funds and to perform other duties, subject to any restrictions in the relevant Investment Policies.

Section 7. Investment Management Iees; Direct Expenses.

For services performed hereunder, UTIMCO shall be compensated in the amounts and in the
manner set forth below:

(a) Annual Budget and Management Fee:
(1) Budget Approval Policy
UTIMCO shall submit fo the U. T. Board its proposed annual budget for the
following fiscal year (an “Annual Budget”) within the time frame specified by the
U. T. Board for other annual budget submissions. The Annual Budget shall
include all estimated expenses associated with the management of the Funds. The
Annual Budget shall aiso include an annual UTIMCO management fee (an
“Annual UTIMCO Management Fee™) which shall include all operating expenses
associated with the general management of the Funds, including, without
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limitation, reasonable salaries, benefits and performance compensation of
portfolio management and support personnel, expenses for consulting services,
office space lease expenses, office furniture and equipment expenses,
professional, legal, payroll, and other general services expenses, travel, insurance,
capital expendilures, and other miscellaneous expenses incurred by UTIMCO in
connection with the performance of its obligations hereunder. In addition to its
Annual Budget, UTIMCO shall annually submit its capital expenditures budget
approved by the UTIMCO Board of Directors to the U. T. Board for approval.

(iiy  Allocation Formula

At the same time that UTIMCO submits its Annual Budget, it shall also submit to
the U. T. Board an allocation formula for charging the Annual Budget to the
Funds. Items proposed in the Annual Budget and the allocation formula may be
approved, disapproved, or approved with modification by the U. T. Board. Any
such Budget item or formula allocation that is disapproved or approved with
modification may be promptly reviewed and revised by UTIMCO and
resubmitted to the U. T. Board for additional consideration.

(iiiy  Charging of Funds for Management Fee
On or before the first day of each fiscal quarter, UTIMCO shall be entitled to

charge each Fund with its allocable share (determined in accordance with the
allocation formula then in effect) of one-fourth of the amount of the Aunual
UTIMCO Management Fee to pay UTIMCO’s operating expenses for the
succeeding fiscal quarter. UTIMCO may, with the approval of the U. T. Board,
revise the Annual UTIMCO Management Fee and allocation formula at any time
during a fiscal year. Any statements for partial quarters at the beginning or end of
this Agreement shall be prorated to reflect the actual time services were rendered
during such partial quarters.

(iv)  Payment of Third Party Vendors
UTIMCO is hereby authorized to pay from each Fund direct expenses incurred for
portfolioc management, Custodian, auditing, and other services which are
performed by external vendors specifically for each Fund.

Cash Reserves:

Within 90 days after the end of each fiscal year, UTIMCO will distribute back to the
Funds which generated the surplus that portion of the Surplus Cash Reserves as may be
directed by the U. T. Board, in its sole discretion, from fime to time. Such distribution
back to the Funds shall be in the same proportion that the Funds contributed to the Cash
Reserves.

UTIMCO Management Service on Qutside Boards:

Members of UTIMCO management, with the approval of the UTIMCO Board, may serve
as directors of companies in which UTIMCOQO has directly invested Fund assets. [n such
event, any and all compensation paid to UTIMCO management for their services as
directors shall be endorsed over to UTIMCO and considered a part of UTIMCO’s fee
income and reflected in the Budget. Furthermore, UTIMCO Board approval of UTIMCO
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management’s services as directors of investee companies shall be conditioned upon the
extension of UTIMCQO’s Directors and Officers Insurance Policy coverage to UTIMCO
management’s services as directors of investee companies.

(d)  Fees for Services Rendered:

Members of UTIMCO management may perform services for which UTIMCO receives a
fee (“Service Fees”™) from investmenl promoters or investee companies in consideration
of the UTIMCO staff’s private investment activities and/or investment origination
activities. Such Service Fees shall be considered additional fee income to UTIMCO.
UTIMCO may also receive commitment fees, standby fees and other similar fees
{(“Capital Fees™) accruing or inuring to the capital invested on behalf of the Funds
managed by UTIMCO. Such Capital Fees shall be credited to the Funds from which such
investments are funded.

{e) Miscellaneous Fees:
UTIMCO management may perform specialized services for assets that are separately
invested for which UTIMCO receives a fee from the Fund. These fees primarily relate to
maintenance of computer programs for the SIFs. Such Miscellaneous Fees shall be
considered additional fee income to UTIMCO and reflected in the Budget.

Section 8. Brokerage Commissions.

The U. T. Board acknowledges and agrees that the investment management fees provided for in
Section 7 are in addition to any compensation that may be due to a broker or dealer in effecting
and executing transactions on behalf of UTIMCO. UTIMCO is hereby authorized and
empowered, with full discretion, to issue instructions in accordance with the Investment Policies
to such unaffiliated brokerage firms as may be selected by UTIMCO for the execution of orders
for the purchase, sale, exchange and general investment of the Funds; provided that UTIMCO
shall not select a brokerage firm that is an Affiliate of UTIMCO or any of its officers, directors
or employees. All orders for Fund fransactions shall be placed in such markets and through such
brokers as UTIMCO determines will offer the most favorable price, execution and commission
cost of each order. The U. T. Board acknowledges and agrees that UTIMCO may, from time to
time in accordance with applicable law and UTIMCO’s Soft Dollar Policy and Procedures, pay
commissions to brokers that are higher than those that might be cbtainable elsewhere in order to
obtain from such brokers research and other services expected to enhance the long-term value of
the Funds.

Section 9, Valuation of Fund Assets,

The valuation of each Fund shall be determined in accordance with the Investment Policies
approved by the U. T. Board for such Fund.

Section 10.  Representations and Warranties of Parties.

(a) The U. T. Board represents and warrants that:
) The execution, delivery and performance by the U. T. Board of this Agreement
have been duly authorized, and this Agreement constitutes a valid and binding
agreement of the U. T. Board.
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(ii)  There is no action, suit or proceeding pending or, to the knowledge of the U. T.
Board, threatened against or affecting the U. T. Board or the U. T. System, or
relating to this Agreement, in any cowrt or before or by any governmental
department, agency or instrumentality which, if adversely determined, would
materially affect the ability or authority of the U. T. Board to enter into, and
perform its obligations under, this Agreement, or which in any manner questions
the validity or enforceability of this Agreement.

(i)  The U. T. Board has approved:
(A)  the Articles of Incorporation and Bylaws of UTIMCO;
(B)  the Investment Policies;
(C) the Audit and Ethics Committee of UTIMCO; and
(D)  the Code of Ethics of UTIMCO.

{b) UTIMCO represents and warrants that:

(1) The execution, delivery and performance by UTIMCO of this Agreement have
been duly authorized and this Agreement constitutes a valid and binding
agreement of UTIMCO.

(i)  There is no action, suit or proceeding pending or, to the knowledge of UTIMCO,
threatened against or affecting UTIMCO, or relating to this Agrcement in any
court or before or by any governmental department, agency or instrumentality
which, if adversely determined, would materially affect the ability or authority of
UTIMCO to enter into, and to perform its obligations under, this Agreement, or
which in any manner questions the validity or enforceability of this Agreement.

{c) Investment Company Act and State Securities Act:
The parties to this Agreement acknowledge and agree that UTIMCO is not currently
required to, and shall not engage in any activities that would require it to, register as an
“investment company” under Title 15 United States Code Section 80a-8 (the Investment
Company Act of 1940), as amended, and Tex. Rev. Civ. Stat. Ann. art. 581-1 ef seg. (The
Securities Act).

Section 11.  Compliance with Bylaws, Policies, Regulations and Financial Disclosure
Requirements.

In the performance of this Agreement, UTIMCO shall abide by, and cause its directors, officers,
and employees to abide by, the following policies:
(A)  UTIMCO Code of Ethics as approved by the U. T. Board;
(B  UTIMCO Bylaws as approved by the U. T. Board;
(Cy Al UTIMCO policies;
(DY Applicable portions of the U. T. Board’s Regents’ Rules and Regulations;
and
(E) ALl U.T. Board-approved Investment Policies, resolutions, and applicable
law.

Financial advisors and service providers as defined in Texas Government Code Section 2263.002
shall comply with the disclosure requirements contained in Texas Government Code

Page 11 of 17



Approved Febrwary-7-2008November 13, 2008

Section 2263.005, in addition to any obligations regarding disclosure of private investment
information and the like as contemplated by Section 3(g) of this Agreement.

Section 12.  Contracts with Third Parties.

UTIMCO covenants and agrees that each agreement, contract, or understanding it enters into
with any third party will comply with all applicable law (including without limitation Texas
Government Code Sections 2263.002 and 2263.005 as referenced in Section 11 above), and will
not contain any term or provision limiting the ability of UTIMCO, the U. T. Board, the U. T.
System, or any of its institutions to comply with any provision of applicable law, including
without limitation any covenant regarding non-disclosure of confidential information or similar
subject matter that would purport to limit the ability of UTIMCO or the U. T. Board to comply
with any provision of the Texas Public Information Act or other law regarding public disclosure;
provided that any contract provision regarding non-disclosure of confidential information must
be approved by the Vice Chancellor and General Counsel of the U. T. System or his/her
designee.

UTIMCO further covenants and agrees that it will not enter into any contracts indemnifying or
holding harmless any third party to a greater extent than the scope of the indemnification of the
Indemmnified Parties by the U. T. Board without the prior consent and approval of the Vice
Chancelior and General Counsel of the U. T. System.

Section 13.  UTIMCO’s Open Meeting Policy.

Except as otherwise provided in Section 66.08, Texas Educarion Code, UTIMCO shall comply
with all applicable provisions of the Texas Open Meetings Act, Chapter 551 of the Texas
Government Code.

Section 14.  Prohibition Against Service to Other Clients.

In accordance with Section 66.08, Texas Education Code, UTIMCO shall not engage m any
business other than managing the Funds under this Agreement.

Section 15. Termination.

The U. T. Board may terminate this Agreement at any time by written notice to UTIMCO,
effective immediately upon receipt of such notice by UTIMCO, subject to reasonable allowance
for settlement of pending trades. UTIMCO may terminate this Agreement upon ninety (90)
days’ written notice to the U. T. Board. There shall be no penalty for termination; however,
UTIMCO shall be entitled to all management fees, compensation, and benefits earned prior to
the effective date of termination, subject to UTIMCO’s Articles of Incorporation and Bylaws and
applicable law.

Section 16. Amendments.

No amendment hereto shall be effective unless executed by duly authorized representatives of
each party in the same manner as this Agreement.
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Section 17.  Notices.

All notices or communications hereunder shall be in writing and shall not be effective until hand
delivered, sent by overnight delivery, or sent by United States Certitied or Registered Mail,
postage prepaid, to the other party at the following addresses which may be changed by notice
sent in the manner required by this paragraph:

To U. T. Board:

Board of Regents of The University of Texas System
Attn: General Counsel to the Board of Regents

201 West Seventh Street, Suite 8§20

Austin, Texas 78701

Tel. (512) 499-4402

Fax. (512) 499-4425

To UTIMCO:

The University of Texas Investment Management Company
Attn: CEO and Chief Investment Officer

401 Congress Avenue, Suite 2800

Austin, Texas 78701

Tel. (512) 225-1600

Fax. (512) 225-1660

Section 18.  Non-Assignability.

This Agreement is personal to the parties herelo, and no assignment of this Agreement by
UTIMCO, whether by contract, merger, consolidation, or operation of law, shall be made other
than with the prior written consent of the U. 1. Board and in compliance with applicable law.

Section 19. No Waiver of Breach.

A waiver of a breach of any provision of this Agreement shall not constitute a waiver of any
subsequent breach of that provision or a breach of any provision hereof. Failure of either party
to enforce at any time or from time to time any provision of this Agreement shall not be
construed as a waiver thereof.

Section 20.  Indemnification.

{a) Agreements to Indemnify:
To the fullest extent authorized by the Constitution and laws of the State of Texas, the
U. T. Board shall indemnify and hold harmless each of the Indemnified Parties against
any and all Losses, including Losses resulting from the negligence of the Indemnified
Party claiming indemnification; provided, however, the U. T. Board shall not be
obligated to indemnify an Indemnified Party against Losses to the extent such Losses are
caused by (1) an act or omission that involves intentional misconduct or a knowing
violation of law by the Indemmified Party claiming indemnification, (ii) a transaction
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from which the Indemnified Party claiming indemnification received an improper benefit,
(iii) an act or omission for which the liability of the Indemnified Party claiming
mdernmnification is cxpressly provided by an applicable statute, or (iv) an act or omission
constituting gross negligence by the Indemnified Party claiming indemnification;
provided further that indemnification payments by the U. T. Board shall be paid from the
same sources as the Annual Fee pursuant to Section 7.

(b) Reimbursement:
Each Indemnified Party shall reimburse the U. T. Board for payments made by the U. T.
Board pursuant to this Section to the extent of any proceeds, net of all expenses of
collection, actually received by it from any insurance with respect to any Loss. At the
request and expense of the U. T. Board, each Indemmfied Party shall have the duty to
claim any such insurance proceeds and such Indemnified Party shall assign its rights to
such proceeds, to the extent of such required reimbursement, to the U. T. Board.

(c) Nofice:
In case any Claim shall be brought or, to the knowledge of any Indemnified Party,
threatened against any Indemnified Party in respect of which indemnity may be sought
against the U. T. Board, such Indemnified Party shall promptly notify the U. T. Board in
writing; provided, however, that any failure so to notify shall not relieve the U. T, Board
of its obligations under this Section.

(d)  Defense:

The U. T. Board shall have the right to assume the nvestigation and defense of all
Claims, including the employment of counsel and the payment of all expenses. Each
Indemnified Party shall have the right to employ separate counsel in any such action and
participate in the investigation and defense thereof, but the fees and expenses of such
counsel shall be paid by such Indemnified Party unless (1) the employment of such
counsel has been specifically authorized by the U. T. Board, in writing, (ii) the U. T.
Board has failed to assume the defense and to employ counsel following due notice, or
(i) the named parties to any such action (including any impleaded parties) include both
an Indemnified Party and the U. T, Board, and such Indemmified Party shall have been
advised by counsel that there may be one or more legal defenses available to it which are
different from or additional to those available to the UJ. T. Board (in which case, if such
Indemnified Party notifies the U. T. Board in writing that it elects to employ separate
counsel at the U. 1. Board’s expense, the U. T. Board shall not have the right to assume
the defense of the action on behalf of such Indemnified Party; provided, however, that the
U. T. Board shall not, in connection with any one action or separate but substantially
similar or related actions in the same jurisdiction arising out of the same general
allegation or circumstances, be liable for the reasonable fees and expenses of more than
one separate firm of attorneys for the Indemnified Parties, which firm shall be designated
in writing by such Indemnified Parties).

(e) Cooperation; Settlement:
Each [ndemnified Party shall use reasonable efforts to cooperate with the U. T. Board in
the defense of any action or Claim. The U, T. Board shall not be liable for any settlement
of any action or Claim without its consent but, if any such action or Claim is settled with
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the consent of the U. T. Board or there be final judgment for the plaintiff in any such
action or with respect to any such Claim, the U. T. Board shall indemnify and hold
harmless the Indemnified Parties from and against any Loss by reason of such settlement
or judgment as provided in Subsection (a) of this Section.

® Survival; Right te Enforce:

The provisions of this Section shall survive the termination of this Agreement, and the
obligations of the U. T. Board hereunder shall apply to Losses or Claims whether asserted
prior to or after the termination of this Agreement. In the event of failure by the U. T.
Board to observe the covenants, conditions and agreements contained in this Section, any
Indemnified Party may take any action at law or in equity to collect amounts then due and
thereafter to become due, or to enforce performance and observance of any obligation,
agreement or covenant of the U. T. Board under this Section.

Section 21.  Claims By and Against Managed Assets.

UTIMCO is authorized and empowered to seek, demand, collect, recover, and receive any and
all sums of money, debts, dues, rights, property, effects, or demands due, payable, or belonging,
or that may become due, payable, or belonging to the U. T. Board or any Fund from any person
or persons as a result of any investment fransaction and to execute any and all necessary or
proper receipts, releases, and discharges therefor, and any other instruments as may be necessary
or appropriate from time to time relating to the handling, management, control, and disposition
of any investment.

The authority granted in this Section does not include the authority to institute litigation on
behalf of the U. T. Board, any Fund, or any associated assets, or to settle contested claims or
litigation that may result in receipt of less than full value for the claim or the payment of
damages or awards. The settlement of any contested claim or litigation for less than full value
requires the prior approval of the U. T. System Vice Chancellor and General Counsel and
appropriate U. T. System officials, as set out in the Regents” Rules and Regulations.

Section 22. Communications.

UTIMCO and the U, T. System will assure that communications are clear and timely. UTIMCO
will provide notice of actions taken in meetings of the UTIMCO Board and committees to
members of the U. T. Board through the Office of the Board of Regents. U. T. will provide
notice of actions taken by the U. T. Board related to UTIMCO issues to members of the
UTIMCO Board of Directors through the CEO of UTIMCO.

Section 23.  Authority to Parchase, Exchange, and Sell Securities.

UTIMCO may purchase, exchange, and sell, for and on behalf of the Permanent University Fund
or the U. T. Board, any and all securities of any description whatever and from any source,
including gifts and bequests, registered in the name of the U. T. Board, or in any other form of
registration of such securities held for the account of the U. T. Board in whatever manner,
including all fiduciary capacities and including those registered in the names of trusts or
foundations managed and controlled by said U. T. Board. In addition, external investment
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managers appointed by UTIMCO may purchase, sell, or exchange securities, pursuant to wriften
agreement with UTIMCO.

Section 24.  Authority to Assign and Transfer Securities.

UTIMCO may assign and transfer any and all securities of any description whatever and from
any source, including gifts and bequests, and execute any and all documents necessary to the
consummation of any sale, assignment, or transfer of any securities registered in the name of the
U. T. Board, or in any other form of registration of such securities held for the account of the
U. T. Board in whatever manner, including all fiduciary capacities and including those registered
in the names of trusts or foundations managed and controlled by said U. T. Board. In addition,
Custodian banks appointed by UTIMCO may assign and transfer securities and execute any and
all documents necessary to the consummation of any sale, assignment, or transfer of any security
owned by the U. T. Board.

Section 25. No Third Party Beneficiaries.

UTIMCO and the U. T. Board each agree that there are no third party beneficiaries of this
Agreement.

Section 26. Governing Law.

This Agreement and all matters arising under or related to it shall be govemed by the
Constitution and laws of the State of Texas. Venue for any action brought by any party hereto
concerning the subject matter of this Investient Management Services Agreement shall be in
Travis County, Texas.

BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM

Drate: By
Chairman

THE UNIVERSITY OF TEXAS INVESTMENT
MANAGEMENT COMPANY

Date: By
Chairman
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Schedule A

Funds

This Schedule A setting forth the Funds managed by UTIMCO pursuant to this Agreement as
fiduciary on behalf of the U. T. Board, in which the Delegated Assets are to be invested as
directed by the U. T. Board pursuant to its Investment Policies, may be amended from time to
time by the U. T. Board in consultation with UTIMCO to add or remove Funds, change fund
allocations, reflect revisions to the corresponding Investment Policies, or otherwise. The Funds
covered under this Agreement as of the Effective Date of this Agreement, and the corresponding
Investment Policies, are as follows:

a.

Permanent Universitv Fund: The PUF (as defined in Section 1{e)(i)) will be separately
invested in accordance with the PUF Investment Policy Statement.

Permanent Health Fund: The PHF (as defined in Section 1(e)(iv)} will be separately
invested in accordance with the PHF Investment Policy Statement.

Separately Invested Funds: The SIFs (as defined in Section 1{e)}{v)) will be separately
invested in accordance with the SIF Investment Policy Statement.

Long Term Fund (“LTF”): The long-term pooled investment fund previously
established by the U. T. Board for the collective investment of all endowment and other
long-term funds of institutions of the U. T. System, with investments made in accordance
with the LTF Investment Policy Statement.

General Endowment Fund (“GEF”): The pooled fund for the collective investment of
long-term funds under the control and management of the U. T. Board. The PUF, PHF,
LTF or other long-term funds may invest in the GEF as authorized by the U. T. Board in
each Fund’s investment policy statement, and the GEF funds will be invested in
accordance with the GEF Investment Policy Statement.

Short Term Fund (*STE”): Selected U. T. System Funds designated from time to time
by the U, T. Board or its U. T. System staff designees will be invested in the STF, which
is the money market mutual fund or funds approved by UTIMCO from time to time as an
mvestment for U. T. System Funds, in accordance with the STF Investment Policy
Statement.

Intermediate Term Fund (*ITE”): The [TF was established by the U. T. Board as a
pooled fund for the collective investment of operating assets and other intermediate and
long-term assets held by U. T. System institutions and U. T. System administration. The
ITF will be invested in accordance with the I'TF Investment Policy Statement.
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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 11ib, 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 betwecn 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 Directors and Employees 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 Directors and Employees of UTIMCO, in addition to and in
accordance with the requirements of Section 66.08 of the 7Texas
Education Code, the Texas Non-Profit Corporation Act, and other
applicable laws.



{e)  This Code of Ethics anticipates that many of UTIMCO’s Directors
and Employees 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
Directors and Employees from service to UTIMCO except to the extent
necessary or appropriate to avoid conflicts of interest or otherwise
conform to applicable law, this Code holds all Directors and Employees
to high standards of conduct consistent with their special relationship of
trust, confidence, and responsibility to UTIMCO. This Code 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.

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

Sec. 1.02. Definitions. In this Code:

(1) “Audit and Ethics Committee” means the standing Audit 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) “CEO” means the Chief Executive Officer of UTIMCO.

(5]  “Chief Compliance Officer” means the person designated from time
to time as the chair of the Employee Ethics and Compliance
Committee.

(6} “Dependent Relative” means a Relative of a UTIMCO Director or
Emplovee for whom the Director or Emplovee furnished more than

S0 percent of the Relative’s support during the preceding calendar

€ar,

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

(¥8) “Director entity” means an investment fund or other entity
controlled by a UTIMCO Director.




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

(910} “Employee entity” means an investment fund or other entity
controlled by a UTIMCO Employee.

(11} “Family member” means (i) a Director’s or Emplovee’s maother,

father, child or Dependent Relative, and their spouses; {ii] a
Director’s or Emplovee’s spouse, and the spouse’s mother and
father and their spouses; and (iiij a Director’s or Emplovee’s
brother{s) and sister(s) and their spouses.

(+S12) “General Counsel” means the lawyer or firm of lawyers
designated from time to time as the external General Counsel of
UTIMCO.

(2313} “Key Employee” means an Employee who has been
designated by the Board as one who exercises significant decision-
making authority by virtue of the position: the Employee holds with
UTIMCO.

(+214) “Personal securities transactions” means:

[A) transactions for a Director’s or Employee’s own account,
including an individual retirement account; or

(B) transactions for an account, other than an account over
which the Director or Employee has no direct or indirect
influence or control, in which the Director or Employee, or
the Director’s or Employee’s spouse, minor child, or other
dependent Relative:

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

(i1}  receives compensation for managing the account for
the benefit of persons other than such person or his or
her family.

(1:315) “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.

(+4-16) “Publicly traded company” means a business entity with a
class of securities that consists of publicly traded securities.




(+517) “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.

| (3618} “Relative” means a person related within the third degree by
consanguinity or the second degree by affinity determined in
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;

(iij 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;

(iiiy 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.

[ (+£19) “UTIMCO” means The University of Texas Investment
Management Company.

| (+820) “UTIMCO entity” means an investment fund or other entity
controlled by UTIMCO.

Sec. 1.03. Definition of “Control.” (a) For purposes of this Code, UTIMCO or
a Director or Employee is presumed to control an investment fund or
other entity if UTIMCO’s or the Director’s or Employee’s management role
with or investment in the fund or entity enables UTIMCO or the Director
or Employee, as appropriate, to direct the operating or financial decisions
of the fund or entity. However, the presumption of control by a Director
or Employee shall be rebutted if the General Counsel advises the Board
that, based upon a review and confirmation of relevant facts provided by
the respective Director or Employee, it is the opinion of the General
Counsel that the Director or Employee 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
Director or Employee is not presumed to control an investment fund or
other entity if UTIMCO or the Director or Employee, as appropriate, does
not have a management role, if the terms of the investment do not give
UTIMCO or the Director or Employee, as appropriate, the legal right to
direct the operating or financial decisions of the fund or entity, and if
UTIMCO or the Director or Employee, as appropriate, does not attempt to
direct the operating or financial decisions.

Sec. 1.04. Decision-Making Based on Merit. {a) UTIMCO Directors and
Employees shall base UTIMCO business transactions on professional
integrity and competence, financial merit and benefit to UTIMCO, and, if
required or prudernt, on a competitive basis.

(b)  UTIMCO Directors and Employees may not base any UTIMCO
business decisions on family or personal relationships.

Sec. 1.05. Compliance with Law. Directors and Employees 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
Emplovees 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 Employees
shall observe the accounting and operating controls established by law
and UTIMCO policies, including resirictions 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 Director or Employee should not:

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



{2) accept other employment or engage in a business or
professional activity that the Director or Employee might
reasonably expect would require or induce the Director or
Employee to disclose confidential information acquired by
reason of his or her position with UTIMCO;

(3} accept other employment or compensation that could
rcasonably be expected to impair the Director’s or
Employee’s independence of judgment in the performance of
his or her duties for UTIMCO;

(4) -1nake personal investments that could reasonably be
expected to create a substantial conflict between the
Director’s or Employce’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 Director’s or Employee’s
authority or performed the Director’s or Employee’s duties at
UTIMCO in favor of another.

Sec. 1.09, Honesty and Loyailty. {(a) Directors and Employees shall be
honest in the exercise of their duties and may not take actions that will
discredit UTIMCO.

(b]  Directors and Employees should be loyal to the interests of
UTIMCO to the extent that 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 Employees 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 Employees may not
disclose confidential information unless duly authorized personnel
determine that the disclosure is either permitted or required by law.

{b)  Directors and Employees shall use confidential information for
UTIMCO purposes and not for their own personal gain or for the gain of
third parties.



(c) Directors and Employees may not copy confidential information,
for any reason, except as required to fulfill their duties for UTIMCO.

(d} Employees may not remove confidential information from the
premises of UTIMCO, except as required to fulfill their duties for UTIMCO
and then only for so long as required to fulfill their duties.

(e} Employees must return to UTIMCO all confidential information in
their possession immediately upon request or immediately upon the
termination of Employee’s employment with UTIMCO, whichever comes
first.

Sec. 1.12, Nepotism. {a) UTIMCO may not employ a person who is a
Relative of a Director. 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 Director’s
appointment.

(b} UTIMCO may not employ a person who is a Relative of a Key
Employee, 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 conseccutive

days:
{1)  before the date of the selection of the Key Employee or
consultant; or
(2)  before becoming a Relative.
() An Employee may not exercise discretionary authority to hire,

evaluate, or promote a Relative.

(d)  An Employee 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 intentions, 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
Employee for a short-term special project as a non-exempt Employee if
the Employee sceking to employ a Relative discloses the relationship in
advance to the Chief Compliance Officer and obtains prior approval from
that officer for the employment.

Sec. 1.13. Gifts and Entertainment. (a) A Director or Employee may not
accept a gift that the Director or Employee knows or should know is




being offered or given because of the Director’s or Employee’s position
with UTIMCO. This prohibition applies to gifts solicited or accepted for
the personal benefit of the Director or Employee as well as to gifts to
third parties.

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

(1) gifts given on special occasions between Employees and/or
Directors;

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

(3) gifts from the Relatives of a Director or Employee that are
based solely on a personal relationship between the Director
or Employee and his or her Relative;

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

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

(6) fees for seminars or conferences that relate to the Director’s
or Employee’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

(7)  items of nominal intrinsic value, such as modest items of
food and refreshment on infrequent occasions, gifts on
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 Directors or Employees at seminars, conferences or
other sponsored events that involve entertainment or recreation and that
are hosted in person and paid for by UTIMCO’ 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 Employee must obtain specific written approval to attend



Sec.

Sec.

such events from the CEO or Chief Compliance Officer. Approval may be
withheld for elaborate entertainment events such as ski trips, hunting
trips, or stays at expensive resorts.

(d} A Director or Employee may not accept a gift if the source of the
gift is not identified or if the Director or Employee knows or has reason to
know that a prohibited gift is being offered through an intermediary.

(e} A Director or Employee 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
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 Code.

1.15. Key Employees. The Board shall designate by position with
UTIMCO those Employees who exercise significant decision-making
authority. These Employees are “Key Employees” for purposes of this
Code.

Subchapter B. CONFLICTS OF INTEREST

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

for a Director or Employee when the Director or Employee has a personal
or private commercial or business relationship that could reasonably be
expected to diminish the Director’s or Employee’s independence of
judgment in the performance of the Director's or Employee’s
responsibilities to UTIMCO.

(b) For example, a person’s independence of judgment i1s diminished
when the person is in & 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 Director or 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 Director’s or Employee’s interest
in the stock is not more than five percent of any class and if the Director
or Employee is not a director or officer of the company.



Sec. 2.03. Duty to Avoid Conflicts of Interest. (a) Directors and Employees
should avoid personal, employment, or business relationships that create

contlicts of interest.

(b) A Director or Employee may not take action personally or on behalf
of UTIMCO that will result in a reasonably foreseeable conflict of interest.
If a Director or Employee believes that an action is in the best interest of
UTIMCO but could foreseeably result in a conflict of interest, the Director
must disclose that fact to the General Counsel or the Employee must
disclose that fact to the Chief Compliance Officer before taking the
action.

Sec. 2.04. Duty to Disclose and Cure Conflicts. A Director or Employee
who becomes aware of a conflict of interest has an affirmative duty to
disclose and cure the conflict in a manner provided for in this Code.

Sec. 2.05. Curing Conflicts of Interest. (a) A Director or Employee 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 Director or Employee may cure a conflict by prudently
withdrawing from action on a particular matter in which a conflict exists
if:

(1}  the Director or Employee may be and is effectively separated
from influencing the action taken;

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

(31 the nature of the conflict is not such that the Director or
Employee must regularly and consistently withdraw from
decisions that are normally the Director’s or Employee’s
responsibility with respect to UTIMCO; and

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

(c} A Director or Employee 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 Director
must disclose any conflicts of interest regarding matters that are before
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the Board, absent himself or herself from any relevant deliberations, and
refrain from voting on the matter.

(b} An Employee 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 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 Code.

(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 Chief Compliance Officer shall maintain records of all waivers
granted, including the reasons supporting the waivers.

Sec. 2.08. Procedures for Director’s Disclosure of Confilict of Interest. A
Director must disclose conflicts of interest in writing to the General
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.
(8) An Employee must promptly disclose conflicts of interest in writing to
the Chief Compliance Officer through the financial disclosure and ethics
compliance statement required by Section 4.03 of this Code. The Chief
Compliance Officer shall report to the Audit and Ethics Committee
regarding the statements the officer receives under this subsection.

(b) If a person with a duty to disclose a conflict has a reasonable
cause to believe that disclosure to the Chief Compliance Officer will be
ineffective, the person shall disclose the conflict to the Audit and Ethics
Committee by filing a written disclosure with the chair of the Committee.

{c} A copy of the disclosure provided to either the Chief Compliance
Officer or the Audit and Ethics Committee shall be provided to the
Employee’s supervisor unless the person with the conflict of interest
believes that the disclosure would be detrimental to the resolution of the

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

Subchapter C. PROHIBITED TRANSACTIONS AND INTERESTS

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

(1) a Director or Employee acting in other than an official
capacity on behalf of UTIMCO;

(2] a Director entity, Employee entity, or other business entity,
including an investment fund, in which a Director or
Employee has a pecuniary interest;

{3) a former Director or Employee, an investment fund or other
entity controlled by a former Director or Employee, or a
business entity in which a former Director or Employee has
a pecuniary interest, on or before the first anniversary of the
date the person ceased to be a Director or Employee; or

(4) an investment fund or account managed by a Director,
Director entity, Employee, or Employee 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.

(ii) UTIMCO or a UTIMCO entity mav not knowingly enter into an
agreement or transaction with a Family member of a Director or
Emplovee, or other business entity, including an investrnent fund,
in which a Family member of a Director or Employee has a
pecuniary interest determined pursuant to Section 3.01{b}{1) or {2}
of this Code. If a Director or Emplovee has actual knowledge that
UTIMCO or a UTIMCO entity is contemplating entering into an
agreement or transaction with a Family member of such Director
or Employee or a business entity, including an investmnent fund, in
which a Family member of such Director or Employvee has a
pecuniary interest determined pursuant to Section 3.01[b}{1) or [2)
of this Code, said Director or Emplovee shall promptly notifv the
CEQ and Chief Compliance Officer. In which event, the actual
knowledge of such Director or Emplovee shall be imputed to
UTIMCO or the UTIMCO entity, as appropriate, for purposes of this
Section 3.01(a}ii).
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(b)  For purposes of this Code, 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 the
business entity; or

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

(3)  received more than five percent of the person’s gross income
for the preceding calendar year from the business entity.

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 Director or Employee has a pecuniary interest.

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

(1}  invest in the private investments of a business entity il a
Director or Direclor entity then owns a pecuniary interest in
the same business entity as defined by Section 3.01(b) of this
Code; or

{2) invest in the private investments of a business entity if an
Employee or Employee entity then owns a private investment
in the same business entity; or

(3) co-invest with a Director or Director entityy— 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

{(4) co-invest with an Employee or Employee entity in the private
investments of the same business entity.

{3)] UTIMCO or a UTIMCO entity may not knowingly:

f1)  invest in the private investments of a business entity if a
Family member of a Director or Employvee then owns a
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pecuniary interest in the same business entity determined
pursuant to Section 3.01(bj(1} or (2] of this Code; or

co-invest with a Family member of a Director or Emplovee in
the private investments of the same business entity if after
the co-investment, the private investment of said Family
member constitutes a pecuniary interest in the business
entity determined pursuant to Section 3.01(b)(1] or (2} of this
Code.

{c) If a Director or Emplovee has actual knowledge that UTIMCO or a

UTIMCO entity is contemplating:

(1)

investing in the private investments of a business entity in

(2]

which a Family member of such Director or Emplovee then
owns a pecuniary interest in the same business entity
determined pursuant to Section 3.01(b){1) or (2} of this Code:
or

co-investing with a Family member of such Director or

Emplovee in the private investments of the same business
entity under circumstances such that after the co-
investiment, the private investment of said Family member
would constitute a pecuniary interest in the business entity
determined pursuant to Section 3.01[b}(1) or (2) of this Code;

said Director or Emplovee shall promuptly notify the CEQ and Chief

Compliance Officer. In which event, the actual knowledge of such
Director or Emplovee shall be imputed to UTIMCO or the UTIMCO
entity, as appropriate, for purposes of Section 3.03(b) of this Code.

Sec. 3.04. Director Investments in Private Investments of Certain
Business Entities. (a) A Director or a Director entity may not:

(1)

invest in the private investments of a business entity if
UTIMCO or a UTIMCO entity, then owns a private
investment in the same business entity if after the
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 UTIMCO or a UTIMCO entity in the private

investments of the same business entity if after the co-
investment, the Director’s or Director entity’s private

14



investment constitutes a pecuniary interest in the business
entity as defined by Section 3.01(b) of this Code; or

(3) co-invest with an Employee or an Employee entity in the
private investments of the same business entity.

(b)  The prohibitions provided by this section apply to a Director’s
spouse, minor children, or other dependent Relatives.

Sec. 3.05. Employee Investments in Private Investments of Certain
Business Entities. (2) An Emplovee or Employee entity may not:

(1} invest in the private investments of a business entity if
UTIMCO, a UTIMCO entity, a Director, or a Director entity
then owns a private investment in the same business entity;
or

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

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

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

An Employee or Employee entity that owns a private investment in a
business entity on the date on which the Employee assumes a position
with UTIMCO is not required by Section 3.05 of this Code 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 Code. Any transactions concerning the private invesitment that
might occur after that date are subject to this Cede.

Sec. 3.07. Director Personal Securities Transactions. {a) A Director or
Director 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 Director 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 Director’s
spouse, minor child, or other dependent Relative.

Sec. 3.08. Employee Personal Securities Transactions. (a) Employees are

prohibited from using advance knowledge of a UTIMCO decision to buy
or sell a security for the personal financial gain of the Employee,
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(b} An Employee or Employee entity may 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 employee may rely on the posted list
when engaging in personal securities transactions.

(c] Before an Employee 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
Employee or Employee entity must obtain preclearance for the
transaction from the Chief Compliance Officer. Preclearance is effective
for one trading day only.

(d} The Chief Compliance Officer shall verify that no buy/sell order
has been placed by a UTIMCO internal manager with respect to 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
Employee or Employee entity may not conduct the personal securities
transaction for those securities until at least one trading day after the
buy/sell order has been completed or canceled.

(e}  The Chief Compliance Officer shall document preclearances in a
personal securities transaction log for each Employee, which will provide
a record of all requests and approvals or denials of preclearances.

(1) An Employee who engages in a personal securities transaction
must provide transactional disclosure for each transaction by completing
a transactional disclosure form and filing it with the Chief 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.

() The preclearance and transactional disclosure requirements apply
only to equity or equity-related transactions, including stocks,
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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-
mingled trust funds, exchange traded funds, financial futures, and
options on futures.

(h)  This section applies to an Employee’s spouse, minor child, or other
dependent Relative.

Sec 3.09. Interest in Brokerage Firm (a) A Director may not direct trades
or exercise discretion over the selection of brokerage firms.

(b) An Employee may not have stock or other ownership or profit
sharing interest in a brokerage firm selected by the Employee for
UTIMCO business if the Employee has the discretion to direct trading
and therefore the discretion to select brokerage firms.

{t)  The restrictions provided by this section apply to:
(1}  stock held for an Employee’s own account;

(2) stock or other ownership or profit sharing interests held by
an Employee’s spouse; or

(3) stock held for an account, other than an account over which
the Employee has no direct or indirect influence or control,
in which the Employee has a beneficial interest, such as
accounts inveolving the spouse, minor child, or other
dependent-Dependent Relative.

(d) The restrictions provided by this section do not prohibit the
ownership of stock in a company that may own stock in a brokerage firm
if the brokerage firm is not the dominant or primary business of the
parent company.

Sec. 3.10. Employee’s Outside Employment or Business Activity. (a) An
Employee may not engage in outside employment, business, or other
activities that detract from the ability to reasonably fulfill the full-time
responsibilities to UTIMCO.

{(b) A Key Employee must obtain advance written approval from the
CEO for any outside employment or business, including service as
director, officer, or investment consultant or manager for another person
or entity. The CEQO must obtain advance approval from the Board for
any outside employment.

17



{c) An Employee, 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 Employee’s
service as director of the investee company. All compensation paid to an
Employee for service as director of an investee company shall be
endorsed to UTIMCO and applied against UTIMCOQO’s fees.

Sec. 3.11. Further Restrictions on Directors and Employees. A Director or
Employee 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 Director or
Employee may not make any communication to or appearance before a
current Director or Employee before the second anniversary, in the case
of a former Director, or the first anniversary, in the case of a former
Employee, of the date the former Director or Employee ceased to be a
Director or Employee if the cornmunication is made:

(1}  with the intent to influence; and
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(2) on behalf of any person in connection with any matter on
which the former Director or Employee seeks action by UTIMCO.

(b} A Director or Employee who knowingly communicates with a
former Director or Employee in violation of this prohibition is subject to
disciplinary action, including removal from serving as a Director.

{c} A former Director or Employee 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. (a} The CEO
shall appoint an Employee Ethics and Compliance Committee composed
of UTIMCO personnel.

(b)  The Chief Compliance Officer appointed by the Audit and Ethics
Comumittee shall be the chair of the Employee Ethics and Compliance
Committee.

() The Employee Ethics and Compliance Committee shall:
(1}  provide ethics training for UTIMCO personnel; and
(2)  issue opinions on the proper interpretation of this Code.

(dj An Employee may file a written request with the Employee Ethics
and Compliance Committee for an opinion on the proper interpretation of
this Code, and may rely on that opinion with respect to compliance with
this Code.

Sec. 4.02. Financial Disclosure Statements. (a) Directors and Employees
shall file financial disclosure statements with the Chief Compliance
Officer.

{b) Directors and Employvees shall file the financial disclosure
statement not later than the 30t day after the date of appointment or
employment, and not later than Apri 30 of each year thereafter. The
CEC may postpone a filing deadline for not more than 60 days on the
written request of a Director or Employee (other than the CEQ), or for an
additional period for good cause as determined by the chair of the Board.
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A CEO’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 Employees,
including acting or interimm Employees, must file ethics compliance
statements with the Chief Compliance Officer.

(bj Directors and Employees 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 Director or
Employee 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 Director or Employee must
acknowledge that he or she has received and read this Code, that he or
she will comply with its provisions, and that it is his or her duty to report
any act by other Directors or Employees when he or she has knowledge
of a violation of this Code. An Employee must also acknowledge that
adherence to this Code is a condition of employment. The statement
must also disclose any conflicts of interest or violations of the Code of
which the Director or Employee is aware.

(d} Key Employees must acknowledge their Key Employee status in
the ethics compliance statement.

(e) The ethics compliance statement must include a reminder that a
Director or Employee is required to update a statement if a change in
circumstances occurs that would require reporting under this Code.

i An Employee’s signed statement shall be maintained in the
Employee’s personnel file. The Chief Compliance Officer shall maintain
the Directors’ signed statements.

Sec. 4.04. Certification of No Pecuniary Interest. (a) Before the Board
enters into an agreement or transaction with a business entity, including
an investment fund, each Director and Key Employee shall certify that he
or she does not have a pecuniary interest, as defined by Section 3.01(b}
of this Code, in the business entity.
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(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 Employee shall
certify that neither the Key Employee nor any Key Employee entity owns
a private investment in the same business entity.

Sec. 4.05. Disciplinary Action Disclosure Statements. (a) Directors and
Key Employees shall file disciplinary action disclosure statements that
disclose any proceedings, actions, or hearings by any professional
organization or other entity involving the Director or Key Employee.

(b}  Directors and Key Employees must file the disciplinary action
disclosure statement with the Chief Compliance Officer not later than
April 30 of the first vear of designation as a Director or Key Employee.

(c) A Director or Key Employee must promptly update a statement if
any action occurs that would cause a Director’s or Employee’s answers to
change.

Sec. 4.06. Custodian of Records. For open records purposes, the Chief
Compliance Officer is the custodian of the disclosure statements required
by this Code.

Sec. 4.07. Enforcement. (a) The CEO is responsible for implementing this
Code with respect to Employees. The Board shall enforce this Code with
respect to Employees through the CEO.

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

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

Sec. 4.08. Duty to Report. (2) A Director who has knowledge of a violation
of this Code shall report the violation to the General Counsel.

(b) An Employee who has knowledge of a violation of this Code shall
report the violation to the Chief Compliance Officer or to a member of the
Audit 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.
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Sec. 4.09. Notice to Aundit and Ethics Committee. (a) The CEO shall notify
the Audit and Ethics Committee in writing not later than February 15 of
each year concerning:

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

(2)  any disciplinary action disclosed by Directors or Key Employees.

22



TAB 9



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

Description:

Discussion;

Recommendation:
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Agenda ltem
UTIMCO Board of Directors Meeting
November 7, 2008

Report from Risk Committee
Staft

Tate

Discussion item

The Risk Committee ("Committee”) metf on October 23, 2008. The Commitiee's agenda
included (1) review and discussion of risk reporting; (2) discussion of geographic and
sector exposure; (3) review and discussion of compliance reporting; (4) discussion and
appropriate action related to categorization of new investment mandates and re-
categorization of investment mandate; and (5 discussion and appropriate action related
to proposed amendments fo the Delegafion of Authority Policy.

The Commitiee reviewed and approved the mandate categorizations and re-
categorizafions prepared by staff for the period beginning July 1, 2008, through
September 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 his/her agreement or recommended categosization, 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 Procedure alsc 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
requested that the Committee approve eighteen mandate categorizations and one re-
categorization. The Committee will report fo the UTIMCO Board the results of its review
of the Investment Mandate Categorizations.

The Committes also reviewed the amendment fo the Delegation of Authority Policy
related to addressing the handling of manager mandates that exceed the limits of
delegated authority in the Delegation of Authority Policy due to appreciation of the
investment. The Committee’s recommendation will be provided to the Policy Committee
for its review at its November 6, 2008 mesting. The report on the Delegation of Authority
Policy wili be given during the Policy Commitiee report of the Board meeting.

Mr. Zimmerman lead a discussion on geographic and sector exposure of the endowment
funds at the Committee meeting and will lead a discussion at the UTIMCO Board meetfing.

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

None

Geographic and Sector Exposure
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Agenda ltem
UTIMCO Board of Directors Meeting
November 7, 2008

Agenda ltem: UTIMCO Organization Update

Developed By: Zimmerman

Presented By: Zimmerman

Type of ltem: Discussion item

Description; Mr. Zimmerman will provide an update on the following:

« UTIMCO FY 2008 actual versus budget
»  Organization chart
« Projects

Reference: UTIMCO Update presentation
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Agenda item:
Developed By:
Presented By:
Type of Item:

Description:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
November 7, 2008

Report on 2009 Meeting Dates
Zimmerman

Zimmerman

Information item; no action required

This agenda item presents the proposed 2009 UTIMCO Board Meeting schedule
and the Committee meetings schedule.

None

Nonhe



UTIMCO Meeting Dates

2009
Month Board Of | Auditand | Compensation | Policy | Risk

Directors Ethics

January Jan 29 Jan 29 Jan 29 | Jan 29

February Febb

Marcn

April Apr 23 Apr 16 Apr 16 Apr16 | Apr16
(Annual)

May

June Jun 30 Jun 30 Jun 30 | Jun 30

July Jul 8

August

September

October

November Nov 10 Nov 5 Nov 10 Nov5 | Novb

December

*Joint meeting UTIMCO Board and UT System Board of Regents

All 2009 UTIMCO Board of Directors Meetings will be held in Corporate office, Austin, Texas

Committee Assignments:

Audit and Ethics: Nye, Foster, McHugh, Tate
Compensation: Ferguson, Carlson, Moore
Policy: McHugh, Foster, Moore
Risk: Tate, Carlson, Ferguson, Nye
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