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UTIMCO BOARD OF DIRECTORS
MEETING AGENDA
July 14, 2011
UtiMCO
401 Congress Avenue, Suite 2800
Austin, Texas 78701

Time lfem # Agenda ltem
Begin End
OPEN MEETING:
8:30am. 835am. 1 Call to Order of the Meeting/Discussion and Appropriate Action related to Minutes of April 14,
2011 Meeting*
8:35am. 840am. 2 Discussion and Appropriate Action Related to Resolution of Appreciation®
8:40am. 850am. 3 Discussion of Investment Strategy Review 2012
8:50am. %15am, 4 Report from Policy Committes
- Discussion and Appropriate Action Related to the Investment Policy Statements*,*
- Discussion and Appropriate Action Related to the Derivative Investment Policy*,*
- Discussion and Appropriate Action Related to the Delegation of Authority Policy*
- Discussion and Appropriate Action Related to the Liquidity Policy*,**
- Discussion and Appropriate Action Related to Mandate Categorization Procedure*
- Discussion and Appropriate Action Related to UTIMCO Bylaws™,**
- Discussion and Appropriate Action Related to UTIMCO Comprehensive Welfare Benefits
Plan*
- Discussion and Appropriate Action on Recommendation of Distribution Rates for the
Investment Funds®,*
915am. %45am. b Executive Session
Pursuant to Section 551.074, Texas Government Code, the Board of Directors may convene
in Executive Session to deliberate individual personnel matters, including the CEQ and Chief
Investment Officer
Reconvene into Open Session
Report from Compensation Committee:-
- Discussion and Appropriate Action Related to the CEO's Base Salary for 2011-12
fiscal year* ‘
- Discussion and Appropriate Action Related to CEQ's Qualitative Performance Goals
for the Performance Period ended June 30, 2012*
- Discussion and Appropriate Action Related to Appendix D of the UTIMCO
Compensation Program, effective July 1, 2011*
- Discussion and Appropriate Action Related to Proposed Amendments fo the Charter of the
Compensation Committee®
945am. %55am. 6 Report from Audit and Ethics Committee
- Discussion and Appropriate Action Related to Corporate Auditor*
9:55am. 10:15am. 7 Discussior: and Appropriate Action Related to UTIMCO 2011-12 Budget*,**
10:15am. 10:30am. 8 Report from Risk Committee
10:30 am. 10:45am. 9 Report on Special Purpose Entities
10:45am. 11.00am. 10  UTIMCO Organization Update
1:00am. 11:30am. N endowment and Operating Funds Update Report
11:30 a.m. Adjourn

* Agtion by resolution required
** Resolution requires further approval from the Board of Regents of Tha University of Texas Sysfem

Next Scheduled Meeting: November 8, 2011







RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the meeting of the Board of Directors
held on April 14, 2011, be, and are hereby, approved.




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

The Board of Directors (the “Board") of The University of Texas Investment Management Company (the
“Corporation’} convened in an open meeting on April 14, 2011, at the offices of the Corporation, Suite
2800, 401 Congress Avenue, Austin, Texas, said meeting having been called by the Chairman, Paul
Foster, with notice provided to each member in accordance with the Bylaws. The audio portion of the
meeting was electronically recorded. Parficipating in the meeting were the following members of the Board:

Paul Foster, Chairman
J. Philip Ferguson, Vice Chairman
Kyle Bass
Printice L. Gary
R. Steven Hicks
Charles W. Tate
James P. Wilson

Accordingly, a majority and quorum of the Board was in attendance. Director Ardon E. Moore did not
attend the meeting. Employees of the Corporation aftending the meeting were Bruce Zimmerman, CEO
and Chief Investment Officer; Cathy Iberg, President and Deputy CIO; Joan Moeller, Secretary and
Treasurer; Christy Wallace, Assistant Secretary; Cecilia Gonzalez, intemnal General Counsel and Chief
Compliance Officer; Lindel Eakman, Managing Director — Private Markets Investments; Mark Wamer,
Managing Director - Natural Resources Investments; Uz Yoeli, Senior Director - Portfolio Risk
Management; David Gahagan, Acting Head of Information Technology; and other Staff members. Other
attendees were Keith Brown of the McCombs School of Business at UT Austin; Jerry Turner and Bob
Jewell of Andrews Kurth LLP; Jim Phillips, Philip Aldridge, Charlie Chaffin, Barry McBee, Roger Starkey,
Anthony De Bruyn, and Moshmee Kalamkar of The University of Texas System (UT System)
Administration; and Greg Anderson of The Texas A&M University System. Dr. Francisco G. Cigamoa
joined the meeting later as noted in the minutes. Mr. Foster called the meeting to order at 9:06 a.m.

Mr. Foster welcomed two new Board members, James P. Wilson, from Houston, who is also a member of
The Texas A&M University System Board of Regents, and R. Steven Hicks, from Austin, who is also a
member of the UT System Board of Regents.

Minutes

The first item to come before the Board was approval of the minutes of the Board of Directors Strategy
Offsite Meeting held on February 2-3, 2011, and the Board of Directors Meeting held on February 3, 2011.
Upon motion duly made and seconded, the following resolution was unanimously adopted by the Board:

RESOLVED, that the minutes of the Board of Directors Strategy Offsite Meeting
held on February 2.3, 2011, and the Meeting held on February 3, 2011, be, and
are hereby, approved.



Corporate Resolutions

Mr. Foster asked Mr. Zimmerman fo explain the recommendations for Corporate Officers for the ensuing
year. Upon motion duly made and seconded, the following resolution was unanimously adopted:

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

Name Office or Offices

Paul Foster Chairman

J. Philip Ferguson Vice-Chairman
Francisco G, Cigarroa  Vice-Chairman for Policy

Bruce Zimmerman Chief Executive Officer and Chief Investment Officer
Cathy Iberg President and Deputy Chief Investment Officer

Joan Moeller Senior Managing Director, Treasurer and Secretary
Lindel Eakman Managing Director

Mark Warner Managing Director

Christy Wallace Assistant Secretary

Mr. Foster recognized Ms. Janiece Longoria and Mr. Erle Nye for their outstanding setvice and leadership
on the Board. He read resolutions of appreciation honoring Ms. Longoria and Mr. Nye, and recommended
approval. Upon motion duly made and seconded, the following resolutions were unanimously adopted:

WHEREAS, in recognition of her substantial background and expertise in business
and as a strategic adviser and goal-oriented lawyer, Janiece Longoria was
appointed by Governor Rick Perry to the Board of Regents of The University of
Texas System in 2008 and appointed by the Board of Regents fo the Board of
Directors of The University of Texas Investment Management Company
("UTIMCQ"} in 2009; and

WHEREAS, Ms. Longoria has provided invaluable insight and counsel, drawing on
her extensive experience as a lawyer and partner in the firm of Ogden, Gibson,
Broocks, Longoria & Hall, L.LP.; a Member of the American Bar Association's
Business Law Section and Litigation Section; a member of the State Bar of Texas;
a Fellow of the Houston Bar Association and Houston Bar Foundation; a member
of the Legal and Compliance Division of the Securities Industry Association; and a
recipient of the 2008 Sandra Day O'Connor Board Excellence Award selected by
Direct Women, an initiative of the American Bar Association, the ABA Section of
Business Law and Catalyst, Inc.; and

WHEREAS, Ms. Longoria’s unselfish contributions are also evidenced by her
distinguished record of public and professional service, including serving as a
Commissioner for the Port of Houston Authority; a member of the Board of
Directors, Texas Medical Center; a member of the Board of Directors of Greater
Houston Partnership: and numerous charitable organizations; and



WHEREAS, during Ms. Longoria's tenure on the UTIMCO Board, UTIMCO
managed the Permanent University Fund and other investments of The University
of Texas System with the highest standards of integrity, professionalism, and
competency, eaming wide praise and recognition from UTIMCO’s investment
beneficiaries, namely The University of Texas System and The Texas A&M
University System, as well as the alumni and patrons of such Systems, the State’s
legislative leaders, the national credit rating agencies, capital markets, and
investment community generally; and

WHEREAS, Ms. Longoria's commitment and service as a Director of UTIMCO
were exemplary, reflecting her deep devotion to the education and development of
students at all levels, and further evidenced by her work with the Board of Regents
of The University of Texas System, including service as Vice Chairman of the
Board, Chair of the UT System Health Affairs Committee; member of the UT
System Academic Affairs Committee, Audit, Compliance, and Management
Review Committee, and Special Compensation Committee; and a member of the
Roard of Directors, M.D. Anderson Services Corporation; and

WHEREAS, Ms. Longoria has provided outstanding leadership and judgment to
UTIMCO through her dedicated service as Chairman of the Audit and Ethics
Committee, and member of the Board’s Compensation Committee. NOW,
THEREFORE,

BE IT RESOLVED, that the Directors of The University of Texas Investment
Management Company, on behalf of the grateful people of the State of Texas,
particutarly the Boards of Regents and Administrators of The University of Texas
System and The Texas A&M University System, do hereby express to Janiece
Longoria their sincerest appreciation for her leadership and service that
contributed immeasurably to UTIMCO's success; and

BE IT FURTHER RESOLVED, that all persons who read this Resolution should
know that Ms. Longoria has made a lasting and fundamental contribution to
improve the manner in which public university endowments are invested ‘and
managed in the State of Texas, to the benefit of all of the citizens of the State,
particularly the students and faculty of The University of Texas System and The
Texas A&M University System.

PASSED AND ADOPTED this 14th day of April, 2011.
 And for Etle Nye,

WHEREAS, in recognition of his substanfial background and expertise in
business, Erle Nye was appointed by Governor George W. Bush to the Board of
Regents of The Texas A&M University System in 1997, reappointed by Governor
Rick Perry in 2003, serving as chairman and vice chairman of the board; and
during his tenure appointed by the Board of Regents of The University of Texas
System fo the Board of Directors of The University of Texas Investment



Management Company ("UTIMCO”) in 2005, and reappointed to a second term in
2008; and

WHEREAS, Mr. Nye served as Chairman of the Audit and Ethics Commiftee, as a
member of the Board's Policy and Risk Committees, and was elected Chairman of
the UTIMCO Board in 2009; and

WHEREAS, during his tenure on the UTIMCO Board, Mr. Nye provided invaluable
insight and counsel, drawing on his immense business experience in the
engineering, financial, legal, operations and regulatory areas and as Chairman
Emeritus of the board of TXU Corp.; and

WHEREAS, Mr. Nye's commitment and service as a Director of UTIMCO were
exemplary, reflecting his deep devotion to the education and development of
students at all levels, and further evidenced by his work with the Texas A&M
University as past chairman of the College of Engineering External Advisory and
Development Council, service on the Development Foundation Advisory
Committee, and as a member of the Chancellor's Century Council of Advisors; as
a member of the Development Council of The University of Texas at Dalias; and
service on the Southern Methodist University Dedman School of Law and Cox
School of Business executive boards and Maguire Center for Ethics and Public
Responsibility Executive Advisory Council; and

WHEREAS, Mr. Nye's unselfish contributions are also evidenced in the civic and
corporate arenas by his service on numerous boards, including past chairman of
the Greater Dallas Chamber; a member of the Govemor's Business Council;
chairman and member of KERA-North Texas Public Broadcasting; and chairman
of Nationa! Infrastructure Advisory Council; and

WHEREAS, in recognition of his selfless dedication and service to his community
and his profession, Mr. Nye has been honored with numerous awards, including
the 1999 Humanitarian of the Year by the American Jewish Committee; the 1998
Distinguished Citizen Award from the Longhom Council of Boy Scouts of America,
the 1998 Father of the Year Award; the C.W. Conn Distinguished New Venture
| eader Award from the Mays College and Graduate School of Business at Texas
A&M University; and the Robert G. Storey Award and the Robert Dedman Award
for Ethics and Law from Southern Methodist University; and

WHEREAS, during Mr. Nye’s tenure on the UTIMCO Board, UTIMCO managed
the Permanent University Fund and other investments of The University of Texas
System with the highest standards of integrity, professionalism, and competency,
eaming wide praise and recognition from UTIMCO's investment beneficiaries,
namely The University of Texas System and The Texas AGM University System,
as well as the alumni and patrons of such Systems, the State’s legislative leaders,
the national credit rating agencies, capital markets, and investment community
generally; and



WHEREAS, much of the credit for UTIMCO's success is directly aftributable to Mr.
Nye's leadership, judgment, and commitment, NOW, THEREFORE,

BE IT RESOLVED, that the Directors of The University of Texas Investment
Management Company, on behalf of the grateful people of the State of Texas,
particularly the Boards of Regents and Administrators of The University of Texas
System and The Texas A&M University System, do hereby express to Erle Nye
their sincerest appreciation for his leadership and service that contributed
immeasurably to UTIMCO’s success; and

BE IT FURTHER RESOLVED, that all persons who read this Resolution should
know that Mr. Nye has made a lasting and fundamental contribution to improve the
manner in which public university endowments are invested and managed in the
State of Texas, to the benefit of all of the citizens of the State, particularly the
students and faculty of The University of Texas System and The Texas A&M
University System.

PASSED AND ADOPTED this 14th day of April, 2011.

Dr. Cigarroa joined the meeting at this time.

Endowment and Operating Funds Update

Mr. Foster asked Mr. Zimmerman to present the Corporation’s endowment and operating funds update.
Mr. Zimmerman presented the Corporation’s Performance Summary as of February 28, 2011. He reported
the Corporation had $26.6 billion of assets under management at the end of February 28, 2011. Of the
$26.6 biion, $12.3 billion was in the Permanent University Fund (PUF}, $7.0 billion in the General
Endowment Fund (GEF), $2.4 billion in the Short-Term Fund (STF} and $4.7 billion in the Intermediate
Term Fund (ITF). Mr. Zimmerman presented actual versus benchmark results, tactical asset allocation,
and value-add analysis. The net performance for the quarter ended February 28, 2011, for the PUF was
6.48% and for the GEF was 6.52%, versus benchmark returns of 6.52% for the PUF and GEF. The net
performance for the one year ended February 28, 2011, for the PUF was 17.30% and for the GEF was
17.35%, versus benchmark returns of 15.29% for each fund. The ITF’s performance was 5.12% versus its
benchmark return of 5.14% for the quarter ended February 28, 2011, and 14.75% versus its benchmark
return of 11.78% for the one year ended February 28, 2011. Performance for the STF was 0.06% versus
0.04% for its benchmark retum for the quarter ended February 28, 2011, and was 0.25% versus a
benchmark return of 0.14% for the one year ended February 28, 2011. Mr. Zimmerman reviewed the
Funds' Asset Class and Investment Type targets, tactical asset allocation, ranges and performance
objectives. He and Ms. lberg reviewed the Less Correlated and Constrained portfolio categorizations vs.
“look thru" exposures. Mr. Zimmerman reported on investment activity as of February 28, 2011, manager
exposure, and a discussion on leverage with Mr. Zimmerman, Ms. Iberg and Dr. Yoeli answering the
Directors’ questions. He asked Dr. Yoeli to report on risk analytics for the period ending February 28, 2011.
Mr. Zimmerman continued reporting on derivatives and counterparties, and investment activity as of
February 28, 2011, and gave an update on liquidity, coniracts and the ITF.



Task Force Updates

Mr. Foster asked Mr. Zimmerman fo proceed with the Task Force Updates. The Credit Task Force began
by introducing each of the members and provided a handout, Credit Task Force Update, to the Directors.
Members updated the Board on their research and findings regarding credit market activities, including
credit exposure, opportunity set, leveraged loans and high yield bonds, defaulted securities, convertible
bonds, commercial and residential mortgages, emerging debt and private illiquid debt. Mr. Zimmerman and
the Credit Task Force members answered the Board Members' questions. Mr. Zimmerman asked, in the
interest of fime, to table the remaining task force updates until a future meeting of the Board.

At 11:14 a.m. the open meeting of the Board recessed for a Briefing Session pursuant to Texas Education
Code Section 66.08(h)(2) related to Investments followed by lunch.

The open meeting of the Board reconvened in open session at 1:17 p.m.

Policy Portfolio Discussion

Mr. Foster asked Mr. Zimmerman o lead the discussion on the Policy Portfolio. Mr. Zimmerman began the
presentation by explaining the two components in a Policy Portfolio, the strategic component and the
tactical component, both which provide fiduciary control over management of a Policy Portfolio. The
strategic component includes strategic asset aliocation and risk budget. The tactical component includes
the ranges for asset classes, investment types, and risk, which can be wider or narrower. The pros and
cons were presented and discussed. Mr. Zimmerman explained that there are several ways to approach
designing a Policy Portfolio: the classical mean variance or mean-downside risk, a risk parity approach, and
a factor approach. He presented these methods and compared them fo the current Policy Portfolio.  Mr.
Zimmerman asked Dr. Yoeli fo lead the discussion related to the merits of a Policy Portiolio, including
issues, flexibility, risk issues and other alternatives. Mr. Zimmerman and Dr. Yoeli answered the Directors’

guestions.

Committee Assignments

Mr. Foster recommended approval of a corporate resolution designating Board committee assighments to
the Audit and Ethics Committee, the Compensation Committee, the Risk Committee, and the Policy
Committee, with the Audit and Ethics Committee subject to further approval by the UT System Board of
Regents in accordance to Section 66.08 of the Texas Government Code. Upon motion duly made and
seconded, the following resolution was unanimously adopted:

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

Printice L. Gary

R. Steven Hicks
Charles W. Tate
James P. Wilson



subject to approval by the Board of Regents of The University of Texas System at
a future meeting, to serve until the expiration of their term, or until their successor
has been chosen and qualified, or until their earlier death, resignation or removar;
and

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

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

Kyle Bass

J. Philip Ferguson
R. Steven Hicks
Ardon E. Moore

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

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

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

Kyle Bass

J. Philip Ferguson
Ardon E. Moore
Charles W, Tate

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

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

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

Kyle Bass

J. Philip Ferguson
Printice L. Gary
James P. Wilson

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



FURTHER RESOLVED, that Printice L. Gary is hereby designated the Chair of the Policy
Committee and shall preside at its meetings.

Risk Committee Report

Mr. Foster asked Mr. Tate to provide a report from the Risk Committee. Mr. Tate reported that the
Committee met on Aprit 7, 2011, with all members of the Commitiee present. There were two items
discussed that required Board approval: a proposed amendment to Exhibit B to the Derivative Investment
Policy and amendments to the Charter of the Risk Committee. Mr. Tate repored that with respect fo
Exhibit B to the Derivafive Investment Policy, Ms. Iberg explained the current portfolio positions, and
summarized the insurance derivatives budget and prospsctive trades to the Committee. After discussion,
the Committee approved, and was recommending for further Board approval, an increase in delegated
authority limits related to the premium budget in item three of Exhibit B to the Derivative Investment Policy.
Mr. Tate asked Ms. Iberg to summarize for the Board Staff's request to increase the aggregate prorated
annual premium for Delegated Derivative Investments included within item three of Exhibit B from 25 to 50
basis points. Mr. Zimmerman and Ms. lberg answered the Directors’ questions. Upon motion duly made
and seconded, the following resolution was unanimously adopted:

WHEREAS, the Corporation’s Derivative Investment Policy (“Policy”) sets forth the
applications, documentation and limitations for investment in derivatives in the
Permanent University Fund, the General Endowment Fund, the Infermediate Term
Fund, and the Separately Invested Funds; and

WHEREAS, Exhibit B to the Policy lists the five types of Derivative Investments
the UTIMCO Board has authorized the CEQ to enter into; and

WHEREAS, the third type of Derivative Investment authorized (‘Insurance
Derivatives”) limits the maximum loss that may be suffered to the premium paid for
the Insurance Derivative, regardiess of notional value; and

WHEREAS, the aggregate prorated annual premium of all Insurance Derivatives
may not exceed 25 basis points of the Fund value; and

WHEREAS, Corporation staff would like the authority to invest up fo an additional
25 basis points in Insurance Derivatives for a total aggregate prorated annual
premium of 50 basis points of the Fund value; and

WHEREAS, Corporation staff has documented and presented fo the Risk and
Policy Committees its reasons for desiring to increase the aggregate prorated
annual premium limit for Insurance Derivatives, the Committees concur with the
reasons presented by Corporation staff and recommend that the Board approve
the same; and

WHEREAS, the Board concurs in the recommendations of the Risk and Policy
Committees and wishes to document its approval of same.

NOW, THEREFORE, BE IT



RESOLVED, that an increase in the aggregate prorated annual premium of
Insurance Derivatives to a maximum of 50 basis points of the Fund value is hereby

approved.

Mr. Tate continued his report by asking Ms. Gonzalez to explain the proposed changes to the Charter of
the Risk Committee. She explained that the proposed changes included updating the charter to include
duties and responsibilities assigned to the Commiittee in the Investment Policies, including oversight and
monitoring of compliance with the Derivative Investment Policy, the categorization of investment mandates,
and the monitoring of manager mandates. Additional changes were made to make the language related to
the composition of the Committee consistent with the Corporation’s Bylaws; and to require the Committee
to periodically review its Charter and performance and other minor editorial changes. Upon motion duly
made and seconded, the following resolution was unanimously adopted:

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

Mr. Tate reported that the Committee approved eleven new investment mandate categorizations prepared
by Staff for the period beginning January 11, 2011, and ending March 22, 2011. Staff reported to the
Committee that they had completed the annual review of mandate categorizations resulting in a
recommendation of one recategorization and one mandate fo be added to the "Mandate Categorization
Watch-List' that will continue to be monitored by Staff for possible recategorization. One other item to
discuss was a report on UTIMCO’s corporate insurance. Mr. Tate asked Mr. Turner to summarize the
discussion. Mr. Tumer stated that Staff, with the assistance of the Corporation's insurance broker, Willis,
and benefiting from the expertise of the UT System Office of Risk Management staff, renewed the
corporate insurance for the coverage period from February 28, 2011 to February 28, 2012, with an option fo
cancel at anytime with prorated premiums. Mr. Tumer stated that Staff would be working with Andrews
Kurth and UT System Risk Management in evaluating proposals for a possible new policy to be effective
September 1, 2011, replacing the current policy. Mr. Tumer provided an overview of the fiduciary duties of
Directors, indemnifications provided by UT System, the Corporation, and law, and UT System insurance
coverage for Regental Directors. Mr. Tate reported that the Committee also heard a report from Ms.
Gonzalez on compliance items for the Quarter Ended February 28, 2011.

Policy Commitiee Report

Mr, Foster asked Mr. Gary to provide a report on the behalf of the Policy Committee. Mr. Gary reported
that the Committee convened on Aprit 7, 2011, Mr. Gary asked Mr. Zimmerman to explain Staff's
recommendations for the distribution rates for the Permanent University Fund, Permanent Health Fund,
Long Term Fund and the Intermediate Term Fund. Mr. Zimmerman stated that aithough the agenda item
was infended to be an action item, Staff requested postponing action on the item. Mr. Zimmerman
summarized the report he provided to the Committee. Each of the Funds’ respective Investment Policy
Statement provides guidelines to calculate the distribution amount or rate and provides the spending policy
objectives of the Fund. The recommendations for the distribution amount and payout rates were outlined in
the Distribution_Policy presentation, included in the Board meeting materials, and are based on the
Investment Policy Statements.  Mr. Zimmerman presented background on distribution rate
recommendations, outlining the rationale for distribution methodologies, distribution rate limitations,
projections and recommendations.




Mr. Gary then asked Ms. lberg to explain the defails regarding Staff's recommendation fo increase the
investment limit in excess of the limits provided in the Delegation of Authority Policy for a specific manager.
The Committee was presented background on the Wellington Management Company, LLC (*Manager”},
which outlined the Corporation’s two mandates currently with the Manager, the Manager's commodity
strategy and the Corporation's cument investment with the Manager of $355 million. Staff requested the
ability to make up to a $250 million commitment to the commodity strategy and the flexibility to allow a
potential investment in the Special Equity and/or Emerging account, which would bring the fotal invested
amount above the delegated authority limit of $600 million. Staff, requested an increase in the delegated
authority limit to $750 million, which the Committee approved and was now recommending further approval
by the Board. Upon motion duly made and seconded, the following resolution was unanimously adopted:

WHEREAS, the Corporation Delegation of Authority Policy ("Policy”) limits the
CEQ's authority to increase investments and commitments to existing intemal and
external investment managers; and

WHEREAS, Corporation staff would fike to invest up to $750 million with
Wellington Management Company, LLC ("Wellington”) but by Policy is limited to
$600 million; and

WHEREAS, Corporation staff has documented and presented fo the Policy and
Risk Committees its reasons for desiring to increase the delegated authority limit
for Wellington, and the Committees concurred with the reasons presented by
Corporation staff for desiing to increase the delegated authority limit for
Wellington and recommended that the Board approve the same; and

WHEREAS, the Board concurs in the recommendations of the Policy and Risk
Committees and wishes to document its approval of same.

NOW, THEREFORE, BEIT

RESOLVED, that the increase in Corporation staff's delegated authority limit for
Wellington Management Company, LLC up to a maximum of $750 million is
hereby approved. '

Dr. Cigarroa Jeft the meeting at this time. Mr. Gary confinued his report by explaining the proposed
changes to the Charter of the Policy Committee. Mr. Gary stated that the Committee had approved the
changes fo the Charter, none of which were significant, and the Committee was recommending further
approval by the Board. Upon motion duly made and seconded, the following resolution was unanimously
adopted by the Board:

RESOLVED, that the amendments to the Charter of the Policy Committee be, and

are hereby approved, in the form submitted to the Corporation’s Board of
Directors,

10



Audit and Ethics Committee Report

Mr. Foster asked Mr. Tate fo provide a report on behalf of the Audit and Ethics Committee. Mr. Tate
reported that the Committee convened on April 7, 2011, with all members present, Mr. Tate and Mr. Gary.
The Committee discussed and approved changes fo the Charter of the Audit and Ethics Committee. Mr.
Tate asked Ms. Gonzalez to summarize the proposed changes. Ms. Gonzalez explained that the proposed
changes to the Charter were mainly editorial in nature, adding language to make the Charter consistent
with the Corporation’s Bylaws, and minor changes in scope. Mr. Tate recommended the changes on
behalf of the Committee and recommended further Board approval. Upon motion duly made and
seconded, the following resolution was unanimously adopted by the Board:

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

Mr. Tate asked Mr. Chaffin to give a summary of the report from the UT System Audit Office regarding the
UTIMCO Information Security Application Audit Report which was given fo the Committee. The audit
covered three security applications internally developed by the UTIMCO IT department. Mr. Chaffin
reported that the Corporation has an excellent IT function overall and their processes were in very good
shape. The Committee also heard a report from Ms. Gonzalez on the compliance matters for the fiscal
quarter ending February 28, 2011.

Legislative Update

Mr. Foster asked Mr. McBee fo give a Legislative update to the Board. Mr. McBee provided fo the Board a
handout, House Bill No. 2825, which if passed would change the composition and appointment of the
Board by requiring two of the nine Directors be appointed by the Board of Regents of The Texas A&M
University System. Mr. McBee discussed several other UTIMCO specific bills that might affect the
Corporation if passed. Mr. Zimmerman and Mr. McBee answered the Directors’ questions.

Organization Update

Mr. Zimmerman provided the Board with a staffing, budget and technology update. He asked Mr. Gahagan
to give the Board an update on the progress that had been made in researching the best company to
provide board materials electronically.

Educational Program for Board

Mr. Foster asked Mr. Turner to present the Educational Program for UTIMCO Directors to the Board. Mr.
Turner stated that the investment Management Services Agreement between the UT System Board of
Regents and the Corporation requires the Corporation to provide training and education to members of the
Board as may be determined in consultation with UT System staff to assure that all duties required of
directors under the Texas Non-Profit Corporation Act and matters related fo the legal and fiduciary
responsibilities of the Directors, including current regulations for determining reasonable compensation, are

11



outlined and discussed fully. Although Board fraining is provided during an orientation session when new
members of the Board are selected, Mr. Turner’s presentation served as an update and a resource for
current Board members.

Mr. Foster asked fo table the report on Special Purposes Entities and the general discussion of the
investment environment.

There being no further business to come before the Board, the meeting was adjourned at approximately
3:55 p.m,

Secretary:

Joan Moeller

Approved: Date:
- Paul Foster
Chairman, Board of Directors of
The University of Texas Investment
Management Company
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Agenda ltem:

Developed By:

. Presented By:

- Type of Item:

E Description:

" Recommendation:

Reference:

Agenda item
UTIMCO Board of Directors Meseting
July 14, 2011

Discussion and Appropriate Action Related to Resolution of Appreciation
Zimmerman, Gonzalez, Moeller

Foster

Action required by UTIMCO Board

Chairman Foster will present a resolution of appreciation for approval by the Board.
Chalrman Foster will recommend approval of a resolution of appreciation.

None






. Agenda ltem:

: .Deveioped By:
| Presented By:
| _ Type of ltem:

- Description:

“: - Recommendation:

- "Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 14, 2011

Discussion of investment Strategy Review 2012

Staff

Zimmerman

Discussion item

Mr. Zimmerman will present the Investment Strategy Review. The objective of this
year's investment strategy review is to assess the portfolio’s current position in
relation to the recent/expected market conditions and recommend changes fo the

targets and ranges for FY 2012.

None

‘Investment Strategy Review Presentation
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Report from Policy Committee, including Discussion and Appropriate Action
Related to the investment Policy Statements, Derivative Investment Policy,
Delegation of Authority Policy, Liquidity Policy, Mandate Categorization Procedure,
UTIMCO Bylaws, UTIMCO Comprehensive Welfare Benefits Plan, and Discussion
and Appropriate Action on Recommendation of Distribution Rates for the
Investment Funds :

Staff
Gary

Action item; Action required by UTIMCO Board and by UT System Board of
Regents refated the proposed amendments to the Investment Policy Statements,
Derivative Investment Policy, Liquidity Policy, and the UTIMCO Bylaws, and the
recommendation of distribution rates for the investment funds and; Action required
by the UTIMCO Board related to the proposed amendments to the Delegation of
Authority Policy, Mandate Categorization Procedure and the UTIMCO
Comprehensive Welfare Benefits Plan

The Policy Committee (‘Committee”) will meet on July 7, 2011. The Committee
will meet jointly with the Risk Committee to discuss and take appropriate action
related fo the proposed amendments to the Investment Policy Statements. The
joint meeting will be followed by a Committee meeting for: (1) discussion and
appropriate action related to minutes; (2) discussion and appropriate action related
to proposed amendments to the Corporation’s Bylaws; (3) discussion and
appropriate action related to the UTIMCO Comprehensive Welfare Benefits Plan;
and (4) discussion and appropriate action related to the recommendation of
distribution rates for the investment funds.

Investment Policies:

The Investment Management Services Agreement (IMSA) requires that UTIMCO
review the current Investment Polices for each Fund at least annually. The review
includes  distribution  {spending) guidelines, long-term investment retumn
expectations and expected risk levels, Asset Class and Investment Type allocation
targets and ranges for each eligible Asset Class and Investment Type, expected
returns for each Asset Class, Investment Type, and Fund, designated
performance benchmarks for each Asset Class andfor Investment Type and such
other matters as the U.T. Board or its staff designees may request.

Corporation’s Bylaws:

The Corporation’s Bylaws may be altered, amended, or repealed by the Board of
Directors of the Corporation with the approval of the UT System Board of Regents.
Section 66.08 of the Texas Education Code requires that the UT System Board of
Regents approve the articles of incorporation and bylaws of the corporation and
any amendment to the articles of incorporation or bylaws. The Bylaws were

1
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initially approved by the UT System Board of Regents on February 8, 1996 and
have been restated various times to include amendments adopted; the most
recent amendment of the Bylaws occurred February 7, 2008.

Comprehensive Welfare Benefits Plan:

UTIMCO has established and currently maintains the UTIMCO Comprehensive
Welfare Benefits Plan (the “Plan”), which provides various welfare benefits to
eligible employees through “Constituent Benefit Programs” (as defined in the
attached Plan, Appendix A). The UTIMCO Board adopted the current restated
Plan in 2005.

Distribution Rates:

Each of the Funds' respective Investment Policy Statement provides the
guidelines to calculate the distribution amount or rate and provides the spending
policy objectives of the Fund. The recommendations for the distribution amount
and payout rates are recommended annually to the UT System Board of Regents
pursuant o the Investment Management Services Agreement between the
Corporation and the UT System Board of Regents.

Investment Policies:

Exhibit A of the Investment Policy Statements of the PUF, GEF and ITF and
Exhibit B of the Investment Policy Statements for the PHF and LTF will be
amended fo reflect the proposed changes. Attachment 1 reflects these proposed
changes to the PUF, GEF, PHF, and LTF. Attachment 2 reflects the proposed
changes to the ITF. Additional amendments fo the PHF and LTF Investment
Policy statements, other than those to Exhibit B, are also being submitted for
approval.

In addition, the following Investment Policies are being submitted to the Risk and
Policy Committees for approval of amendments: -

s Derivative Investment Policy (effective August 19, 2011)
s Delegation of Authority Policy (effective July 14, 2011)
s Liquidity Policy (effective August 19, 2011)

» Mandate Categorization Procedure (effective August 1, 2011)

The Short Term Fund (STF) Investment Policy Statement and the Separately
Invested Funds (SIF) investment Policy Statement were reviewed by staff and
there are no recommended amendments. The STF Investment Policy Statement
and SIF Investment Policy Statement were amended by the Board of Regents in
August 2010 and February 2011, respectively.

Exhibits to the Investment Policy Statements for the PUF, GEF, PHF, LTF, and
ITF, have been amended to reflect changes proposed for FY 12. Attachment 1
sets forth the revised Policy Portfolio Asset Class and Investment Type targets

2
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and ranges for FY 2012 in Exhibits A of the PUF and GEF, and Exhibits B in the
PHF and LTF Investment Policy Statements. No changes to the Policy Porffolio
Asset Class and Investment Type targets and ranges in Exhibit A of the ITF are
being proposed. One Policy Benchmark target has been changed: FTSE
EPRA/NAREIT Developed Index has changed fo FTSE EPRA/NAREIT Developed
index Net TRl USD. In addition, the one year downside deviation has been
adjusted to reflect the revised Asset Class and Investment Type targefs for FY
2012. Finally, the Expected Annual Return (Benchmark) target for FY 2012 has
been updated for the PUF, GEF, PHF and LTF.

PHF Investment Policy Statement o
Page 10, Redemption of PHF Units language is being changed fo require
earlier notification of desired withdrawals, and to allow redemptions that are
greater than 5% of the PHF's net asset value fo be paid in installments on a
pro rata basis over a reasonable period of time that takes into consideration
the time frame to liquidate iliquid investments and the best interest of all PHF

unit holders.

LTF Investment Policy Statement:
Page 6, Redemption of LTF Units language is being changed to require earlier
notification of desired withdrawals, and to aflow redemptions that are greater
than 5% of the LTF's net asset value to be paid in instaliments on a pro rata
basis over a reasonable period of time that takes into consideration the time
frame 1o liquidate illiquid investments and the best interest of all LTF unit
holders.

Derivative Investment Policy:

The Derivative Investment Policy, including Exhibits A and B, is being amended fo
provide additional clarification regarding risk and investment policy controls and
the types of Derivative Investments in which UTIMCO's Chief Executive Officer is
authorized to invest. Changes to the Derivative Investment Policy are as follows:

. Page 2, Moved language regarding compifance with Investment Policy
Statements for emphasis.

. Page 4, Exhibit A, added a definiion for "Long exposure to an Asset
Class”.

« Page 6, Exhibit B, Delegated Derivative Investment 3 changed fo clarify
that these Derivative Investments are of the type intended to reduce long
exposure or hedge against global interest rate shocks and risk.

. Page 6, Exhibit B, Delegated Derivative Investment 6 added to allow for
Derivative Investments used to gain long exposure so long as the
maximum loss does not exceed the premium paid.

3
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. Page 6, Exhibit B, Removed the notional value limitation because the risk
bounds provide a more effective limitation on the use of Derivative

Investments.

Delegation of Authority Policy: :

The Delegation of Authority Policy has been amended to add language with regard
to co-investments with existing Private Investment external managers, and fo
change CEO's delegated authority with regard fo changing allocations of
investment funds among existing Private Investment partnerships. Changes fo the
Delegation of Authority Policy are as follows:

. Page 4, Added language to allow UTIMCO staff to make co-investments
with an existing external manager, limited to (i) $50 million; (ii) 20% of the
total assets managed by an external investment manager; (i) 20% of the
fotal assets managed under a new investment strategy by an individual
external manager; or (iv) 20% of the total assets of the private investment
portfolio in the aggregate. Co-investments in excess of these limits must
follow the process outlined in Appendix A of the Delegation of Authority
Policy.

. Page 5, Changed the UTIMCO Chief Execufive Officer's authority to
increase investments or commitments to existing internal or external
managers for Private investments by deleting the authorization to add an
additional $50 million to a Private Investment and instead providing an
overall limitation of $150 million (rather than $200 milion) with an
individual manager in a single investment vehicle.

Liguidity Policy:

The Liquidity Policy has been amended to change the allowable range for illiquid
investments in the ITF, and the trigger zone for illiquid investment that would
' require Risk Committee or UTIMCO Board approval. Changes to the Liquidity

Policy are as follows:

. Page 3, the Liquidity Policy Profile ranges and frigger zones for the ITF
' were changed as follows:

FY 09-11 FY 12+
Liquidity above trigger zone: 65% 55%
Liquidity within frigger zone: 55%-65% 50%-55%
Liguidity below trigger zone: <55% <50%
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The allowable range for illiquid investments was changed from 0% fo 45%
to 0% to 50% of the total portfolio for the ITF. The trigger zone, which
requires Risk Committee or UTIMCO Board approval for illiquid
investments made, was changed from 35% - 45% to 46% - 50%.

Mandate Categorization Procedure:

The Mandate Categorization Procedure has been changed fo streamiine the
process and to better define the criteria for the classification of infernally managed
derivative applications. Changes to the Mandate Categorization Procedure are as
follows:

. Page 3, the Investment Mandate Process was modified to better
streamline the information flow amongst UTIMCO staff,

. Page 3, the Criteria for Classification of Derivatives was modified to more
narrowly define these types of classifications.

Corporation’s Bylaws:

UTIMCO staff is proposing to amend Article |ll, Sections 3, 4 and 5 {pages 3 and
4) of the Corporate Bylaws to incorporate the effects of HB 2825, 82nd Legislature,
Regular Session, which was signed into law by Governor Rick Perry on June 17,
2011, and which amends Section 66.08 of the Texas Education Code. HB 2825
changes the composition and appointment of the UTIMCO Board of Directors by
replacing one or more Texas A&M University System nominee(s) with two Texas
A&M University System appointments, at least one of whom would be required fo
have a substantial background and expertise in investments. HB 2825 establishes
a process for implementing the changes. The provisions do not affect board
members serving on the effective date. As required by HB 2825, the Corporation's
Bylaws are being amended to give effect to the requirements of this legislation.

Comprehensive Welfare Benefits Plan: :

Staff hired Vinson & Elkins LLP to review the Comprehensive Welfare Benefits
Pian and ifs Constituent Benefit Programs. Vinson & Elkins LLP has proposed
certain changes resulting from recent legisfation and newly issued regulations and
to make other changes consistent with benefit offerings under the Plan. UTIMCO’s
Plan Administrative Committee met on June 27, 2011, to review the 2011
Restatement of the Comprehensive Welfare Benefits Plan and approved such
Restatement. The Committee was appointed by the UTIMCO Board on
September 21, 2007, and consists of Bruce Zimmerman, Cathy lberg, Joan
Moeller and Melynda Shepherd.

Distribution Rates:

Each of the Funds’ respective Investment Policy Statement provides the
guidelines to calculate the distribution amount or rate and provides the spending
policy objectives of the Fund. The recommendations for the distribution amount
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and payout rates are discussed in the attached Recommendation of Distribution
Amount and Rates and are based on the Investment Policy Statements for alt the
Funds with the exception of the PUF. Due to a record year of PUF Lands’ lease

‘sales and royalty income, strong investment performance and the constrained

State budget situation for the next biennium, an additional 0.75% above the 4.75%
rate set forth in the PUF Investment Policy Statement is being recommended for
the PUF distribution to the AUF.

Staff recommends approval by the Board of the proposed amendments to the
Investment Policy Statements for the PUF, GEF, PHF, LTF, and ITF for the fiscal
year beginning September 1, 2011. Staff also recommends approval of the

.proposed amendments to the Derivative investment Policy, effective August 19,

2011, the Delegation of Authority Policy, effective July 14, 2011, the Liquidity
Policy, effective August 19, 2011, the Mandate Categorization Procedure, effective
August 1, 2011, the Corporation Bylaws, effective August 19, 2011, and the
Comprehensive Welfare Benefits Plan, effective May 1, 2011.

UTIMCO staff also recommends that the UTIMCO Board approve and recommend
to the UT System Board of Regents approval of the following distribution rates for
fiscal year ending August 31, 2012:

1) The distribution from the PUF to the Available University Fund be
increased by 13.65% from $506,395,811 to $575,511,336;
2) The distribution rate for the PHF be increased from $0.0554 per unit to
$0.0561 per unit;
3) The distribution rate for the LTF be increased from $0.3172 per unit fo
- $0.3215 per unit; and
4) The distribution rate for the ITF remain at 3.0% per annum.

Exhibits to Investment Policy Statements for the PUF, GEF, PHF, LTF, and ITF,
effective September 1, 2011 '
Investment Policy Statements for the PHF and LTF effective September 1, 2011
Derivative Investment Policy, effective August 19, 2011

Delegation of Authority Policy, effective July 14, 2011

Liquidity Policy, effective August 19, 2011

Mandate Categorization Procedure, effective August 1, 2011

UTIMCO Bylaws, effective August 19, 2011

UTIMCO Comprehensive Welfare Benefits Plan, Amended and Restated, effective
May 1, 2011 (Under Separate Cover)

Recommendation of Distribution Amount and Rates



RESOLUTION RELATED 70 INVESTMENT POLICIES

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

FURTHER RESOLVED, that the amendments to the Delegation of Authority Policy
and Mandate Categorization Procedure, as presented be, and are hereby, approved.




RESOLUTION RELATED TO THE
UTIMCO COMPREHENSIVE WELFARE BENEFITS PLAN

WHEREAS, The University of Texas Investment Management Company {the “Corporation”) has
established and currently maintains, on behalf of itself and its participating affiliates, the UTIMCO
Comprehensive Welfare Benefits Plan (the "Plan”), which provides various welfare benefits to
eligible employees through “Constituent Benefit Programs” (as defined in the Plan); and

WHEREAS, Section 10.1 of the Plan provides that the Board of Directors of the Corporation (the
“Board"} may amend the Plan and its Constituent Benefit Programs from time to time; and

WHEREAS, the Corporation wishes to amend the Plan and its Constituent Benefit Programs to
make certain changes resulting from recent legislation and newly issued regulations and to make
certain other changes; and

WHEREAS, the Board has assigned responsibility to review suggested amendments to UTIMCO
Board Policies and Corporate Documents and provide guidance and suggested language when
necessary to the Policy Committee; and

WHEREAS, the Policy Committee has reviewed the proposed restatements of the Plan and its
Constituent Benefit Programs effecting such changes and approved of such changes, subject to
approval by the Board; and

WHEREAS, the Board has reviewed the proposed restatements of the Plan and its Consfituent
Benefit Programs effecting such changes, and wishes fo document its approval of same.

NOW, THEREFORE, be it:

RESOLVED, that the restatement of the “UTIMCO Comprehensive Welfare Benefits Plan,” a copy
of which is attached hereto and which is hereby directed to be marked for identification and filed
with the records of the Corporation, be, and the same hereby is, approved, effective as of May 1,
2011; and

RESOLVED, that the restatement of the “UTIMCO Health Program,” a copy of which is attached
hereto and which is hereby directed to be marked for identification and filed with the records of the
Corporation, be, and the same hereby is, approved, effective as of May 1, 2011; and

RESOLVED, that the restatement of the “UTIMCO TeleDoc Program,” a copy of which is attached
hereto and which is hereby directed to be marked for identification and filed with the records of the
Corporation, be, and the same hereby is, approved, effective as of May 1, 2011; and

RESOLVED, that the restatement of the "UTIMCO Dental Program,” a copy of which is attached
hereto and which is hereby directed to be marked for identification and filed with the records of the
Corporation, be, and the same hereby is, approved, effective as of May 1, 2011; and




RESOLVED, that the restatement of the "UTIMCO Vision Program,” a copy of which is attached
hereto and which is hereby directed to be marked for identification and filed with the records of the
Corporation, be, and the same hereby is, approved, effective as of May 1, 2011; and

RESOLVED, that the restatement of the “UTIMCO Cafeteria Program,” a copy of which is attached
hereto and which is hereby directed to be marked for identification and filed with the records of the
Corporation, be, and the same hereby is, approved, effective as of May 1, 2011; and

RESOLVED, that the restatement of the "UTIMCO Health Care Spending Account Program,” a
copy of which is attached hereto and which is hereby directed fo be marked for identification and
filed with the records of the Corporation, be, and the same hereby is, approved, effective as of May
1, 2011; and

RESOLVED, that the restatement of the “UTIMCO Dependent Care Spending Account Program,” a
copy of which is attached hereto and which is hereby directed to be marked for identification and
filed with the records of the Corporation, be, and the same hereby is, approved, effective as of May
1, 2011; and

RESOLVED, that the restatement of the "UTIMCO Short-Term Disability Program,” a copy of which
is attached hereto and which is hereby directed to be marked for identification and filed with the
records of the Corporation, be, and the same hereby is, approved, effective as of May 1, 2011; and

RESOLVED, that the restatement of the "UTIMCO Long-Term Disability Program,” a copy of which
is attached hereto and which is hereby directed fo be marked for idenfification and filed with the
records of the Corporation, be, and the same hereby is, approved, effective as of May 1, 2011; and

RESOLVED, that the merger of the "UTIMCO Accidental Death and Dismemberment Program
(Basic)" info the *UTIMCO Life Insurance Program (Basic)” (now named the “UTIMCO Life/AD&D
Program"} and the restatement of the "UTIMCO Life/AD&D Program,” a copy of which is attached
hereto and which is hereby directed to be marked for identification and filed with the records of the
Corporation, be, and the same hereby are, approved, effective as of May 1, 2011; and

RESOLVED, that the merger of the "UTIMCO Dependent Life Insurance Program” and the
“UTIMCO Accidental Death and Dismemberment Program (Supplemental)” into the "UTIMCO Life
Insurance Program (Supplemental)’ (now named the "UTIMCO Voluntary Life/AD&D Program”)
and the restatement of the “UTIMCO Voluntary Life/AD&D Program,” a copy of which is attached
hereto and which is hereby directed to be marked for identification and filed with the records of the
Corporation, be, and the same hereby are, approved, effective as of May 1, 2011; and

RESOLVED, that the restatement of the “UTIMCO Employee Assistance Program,” a copy of
which is attached hereto and which is hereby directed fo be marked for identification and filed with
the records of the Corporation, be, and the same hereby is, approved, effective as of May 1, 2011;
and

RESOLVED, that an authorized officer of the Corporation, be, and he or she hereby is, authorized
and directed to (i} do and perform all such acts and things, (i} draft, amend, and/or execute, or
cause to be drafted, amended, or executed, any such documents or instruments, (iii} employ and
soficit the services of outside consultants or advisers, and (iv) take all other steps as he or she may



deem necessary, advisable, convenient, or proper to effectuate the same and accomplish the
purposes of the foregoing resolutions, and to comply with all provisions of all applicable documents
and ail applicable faw, and any and all such actions heretofore taken and any such actions fo be
taken are hereby approved, ratified, and reaffirmed without need for further action by the Board.



RESOLUTION RELATED TO PUF DISTRIBUTION AND
PHF, LTF AND ITF DISTRIBUTION RATES

RESOLVED, that the annual distribution amount for the Permanent University Fund be
increased from $506,395,811 to $575,511,336 for fiscal year 2012, effective with the
September 1, 2011 distribution; the distribution rate for the Permanent Health Fund be
increased from $.0554 per unit to $.0561 per unit for fiscal year 2012, effective with the
November 30, 2011 quarterly distributions; the distribution rate for the Long Term Fund
be increased from $0.3172 per unit to $0.3215 per unit for fiscal year 2012, effective
with the November 30, 2011 quarterly distributions; and the distribution rate for the
Intermediate Term Fund remain at 3.0% per annum for fiscal year 2012, effective with
the September 1, 2011 monthly distribution.

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







ATTACHMENT 1
ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES, AND PERFORMANCE OBJECTIVES
EFFECTIVE SEPTEMBER 1, 2040 2011

POLICY PORTFOLIO FYE 2044 2012

Min Target Max
Assef Classes
Investment Grade Fixed Income 5.0% 9.5% 20.0%
Credit-Related Fixed Income 3% 0.0% 5.5% 30.0%
Real Estate 0.0% 4:5% 5.5% 10.0%
Natural Resources. - - 5.0% 41.0% 11.5% 17.5%
Developed Country Equity 35.0% 50,5% 48.5% 60.0%
Emerging Markets Equity 10.0% 19.0% 19.5% 25.0%
Investment Types
More Correlated & Constrained 35.0% 48:6% 47.0% 60.0%
Less Correlated & Constrained _ 25.0% 30.0% 37.5%
Private Investments 17.5% 22:0% 23.0% 32.5%

*The total Asset Class & Investment Type exposure, including the amount of derivatives exposure not collateralized by
Cash, may not exceed 105% of the Asset Class & Investment Type exposures excluding the amount of derivatives
exposure not collateralized by Cash. -

POLICY BENCHMARK (reset monthly) FYE 2044 2012
Barclays Capital Global Aggregate index 7.5%
FTSE EPRA/NAREIT Developed index Net TRIUSD 2.5%
506% Dow Jones-UBS Commodity Totai Return Index and 50% MSCI
World Natural Resources Index 6.5%
MSCH Worid Index with net dividends 49:5% 18.5%
MSCI Emerging Markets with net dividends 12.0%
Hedge Fund Research Indices Fund of Funds Composite Index 30.0%
Venture Economics Custom index 20.0%
NACREIF Custom Index 2:0% 3.0%
POLICY/TARGET RETURN/RISKS FYE 2041 2012
Expected Annual Refurn (Benchmarks) * 8.82% 8.81%
One Year Downside Deviation 8.94% 8.86%
Risk Bounds

Lower: 1 Year Downside Deviation 35%

Upper: 1 Year Downside Deviation : 115%

*Equal to nominal return, net of all investment-related expenses and assuming an inflation rate of 3%.
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ATTACHMENT 2 - INTERMEDIATE TERM FUND
ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES, AND PERFORMANCE OBJECTIVES
EFFECTIVE SEPTEMBER 1, 2048 2011

POLICY PORTFOLIO FYE 2614 2012

Min Target Max
Asset Classes
Investment Grade Fixed Income 30.0% 37.0% 45.0%
Credit-Related Fixed Income 0.0% 4.0% 12.0%
Real Estate 0.0% 5.0% 10.0%
Natural Resources 2.5% 8.5% 12.5%
Developed Country Equity 25.0% 33.0% 40.0%
Emerging Markets Equity 7.5% ' 12.5% 17.5%
investment Types
More Correlated & Constrained 60.0% 65.0% 70.0%
Less Correlated & Constrained 30.0% 35.0% 40.0%

*The total Asset Class & Investment Type exposure, including the amount of derivatives exposure' nof collateralized by Cash, may not
exceed 100% of the Asset Class & Investment Type exposures excluding the amount of derivatives exposure not collateralized by

Cash,

POLICY BENCHMARK (reset monthly) FYE 2044 2012
_|Barclays Capital Global Aggregate Index 35.0%
FTSE EPRA/NAREIT Developed Index Net TRI USD 5.0%
50% Dow Jones-UBS Commodity Tofal Return Index and 50% MSCI
World Natural Resources Index 7.5%
MSCH World Index with net dividends 10.0%
WMSCI Emerging Markets with nét dividends 7.5%
Hedge Fund Research Indices Fund of Funds Composite Index 35.0%
POLICYITARGET RETURN/RISKS ' FYE 2044 2012
Expected Annual Return (Benchmarks) ** 7.28%
One Year Downside Deviation 5.34%
Risk Bounds
Lower: 1 Year Downside Deviation : 85%
Upper: 1 Year Downside Deviation 115%

*Equal to nominal return, net of all investment-related expenses and assuming an infiation rate of 3%.
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THE UNIVERSITY OF TEXAS SYSTEM
PERMANENT HEALTH FUND
INVESTMENT POLICY STATEMENT

Purpose

The Permanent Health Fund (the “PHF"), established by the Board of Regents of
The University of Texas System (the “Board of Regents”), is a pooled fund for the
collective investment of certain permanent funds for health-related institutions of
higher education created, effective August 30, 1999, by Chapter 63 of the Texas
Education Code. The permanent health funds which have assets in the PHF are:

A. The Permanent Health Fund for Higher Education (the “PHFHE"), the
distributions from which are to fund programs that benefit medical
research, health education, or treatment programs at 10 health-related
institutions of higher education; and

B. Eight of the thirteen separate Permanent Funds for Health Related
Institutions (the “PFHRIs”), the distributions from which are to fund
research and other programs at health-related institutions of higher
education that benefit public heaith. The PFHRIs invested in the PHF
are;

. T. Health Science Center - San Antonio
. T. M. D. Anderson Cancer Center

. T. Southwestern Medical Center - Dallas
. T. Medical Branch - Galveston

. T. Health Science Center - Houston

. T. Health Science Center - Tyler

. T. El Paso

Regional Academic Health Center

cCcCccoccocc

The PHF provides for greater diversification of investments than would be possible if
each account were managed separately.

PHF Organization

The PHF functions like a mutual fund in which each eligible fund purchases and
redeems PHF units as provided herein.
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Permanent Health Fund Investment Policy Statement (continued)

PHF Management

Chapter 63 of the Texas Education Code designates: a) the Board of Regents as
the administrator for the PHFHE and b) the governing board of an institution for
which a PFHRI fund is established as the administrator for its own PFHRI, or if the
governing board so elects, the Comptroller of Public Accounts (State Comptroller). It
permits the State Comptroller, in turn, fo contract with the governing board of any
institution that is eligible to receive a grant under Chapter 63. Pursuant to the
foregoing and an Investment Management Services Agreement between the Board
of Regents and the State Comptroller, the Board of Regents is the administrator
responsible for managing the PHF. Chapter 63 further states that the Board of
Regents may manage and invest the PHF in the same manner as the Board of
Regents manages and invests other permanent endowments. [t also requires that
the administrator invest the funds in a manner that preserves the purchasing power
of the funds’ assets and distributions. [ further requires that the administrator make
distributions in a manner consistent with the administrator's policies and procedures
for making distributions to the beneficiaries of its own endowments in the case of the
PHFHE or the funds themselves in the case of the PFHRI funds.

Article VII, Section 11b of the Texas Constitution authorizes the Board of Regents,
subject to procedures and restrictions it establishes, to invest the Permanent
University Fund (the “PUF”) in any kind of investment and in amounts it considers
appropriate, provided that it adheres to the prudent investor standard. 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 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. Pursuant to Chapter 63
of the Texas Education Code, the Board of Regents has elected the PUF prudent
investor standard o govern its management of the PHF.

Ultimate fiduciary responsibility for the PHF rests with the Board of Regents.
Section 66.08, Texas Education Code, as amended, authorizes the Board of
Regents, subject to certain conditions, to enter into a contract with a nonprofit
corporation to invest funds under the control and management of the Board of
Regents.

Pursuant to an Investment Management Services Agreement between the
Board of Regents and The University of Texas Investment Management
Company (*UTIMCQ"), the PHF shall be managed by UTIMCO which shall:
a) recommend investment policy for the PHF; b) recommend specific Asset Class
and Investment Type allocation targets, ranges, and performance benchmarks
consistent with PHF objectives; and c¢) monitor PHF performance against PHF
objectives. UTIMCO shall invest the PHF assets in conformity with this Policy
Statement. All changes to this Policy Statement or the exhibits to this Policy
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Permanent Health Fund Investment Policy Statement {continued)

Statement, including changes to Asset Class and Investment Type allocation
targets, ranges and performance benchmarks, are subject to approval by the Board
of Regents.

PHF Administration

UTIMCO shall employ an administrative staff to ensure that all transaction and
accounting records are complete and prepared on a timely basis. Internal controls
shall be emphasized so as to provide for responsible separation of duties and
adequacy of an audit trail. Custody of PHF assets shall comply with applicable law
and be structured so as to provide essential safekeeping and trading efficiency.

Funds Eligible to Purchase PHF Units

No fund shall be eligible to purchase units of the PHF unless it is a permanent health
fund established pursuant to Chapter 63 of the Texas Education Code, under the
control, with full discretion as to investments, of the Board of Regents.

Any fund whose governing instrument contains provisions which conflict with this
Policy Statement, whether initially or as a result of amendments to either document,
shall not be eligible to purchase or hold units of the PHF.

PHF Investment Objectives

The primary investment objective shall be to preserve the purchasing power of PHF
assets and annual distributions by earning an average annual real return over roiling
ten-year periods or longer at least equal to the target distribution rate, plus the
annual expected expense. The current target rate is 5.2%. The target is subject to
adjustment from time to time consistent with the primary investment objective of the
PHF.

Asset Allocation and Policy

PHF assets shall be allocated among the following investments:

A. Cash and Cash Equivalents - Cash and Cash Equivalents has the same
meaning as given to the term “Cash” in the Liguidity Policy.

B. U.T. System General Endowment Fund (GEF) - See Exhibit B for the
current GEF allocation, which is subject to changes by the Board of
Regents. Upon any change to the GEF asset allocation, Exhibit B shail
be revised accordingly.

In the event that actual Cash and Cash Equivalents positions move outside the
range indicated in Exhibit A due to market forces that shift relative valuations,
UTIMCO staff will immediately report this situation to the UTIMCO Board Chairman
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Permanent Heaith Fund Investment Policy Statement (continued)

and take steps to rebalance the Cash and Cash Equivalents positions back within
the policy range in an orderly manner as soon as practicable. Extenuating
circumstances that could cause immediate rebalancing to be imrational and
defrimental to the interest of the PHF asset values could warrant requesting
approval of the UTIMCO Board Chairman to waive immediate remedial action.

Performance Measurement

The investment performance of the PHF will be measured by the PHF’s custodian,
an unaffiliated organization, with recognized expertise in this field and reporting
responsibility to the UTIMCO Board, and compared against the stated Policy
Benchmarks of the PHF, as indicated in Exhibits A and B (incorporating the impact
of internal derivative positions) and reported to the UTIMCO Board and the Board of
Regents at least quarterly. Monthly performance data and net asset values will be
available on the UTIMCO website within a reasonable time after each month end.

Investment Guidelines

The PHF must be invested at all times in strict compliance with applicable law.
Investment guidelines for the U. T. System GEF shall be as stated in the GEF
Investment Policy Statement.

PHF Distributions

The PHF shall balance the needs and interests of present beneficiaries with those
of the future. PHF spending policy objectives shall be to:

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

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

C. ensure that the inflation adjusted value of PHF assets after distributions
is maintained over the long term.

The goal is for the PHF's average spending rate over time not to exceed the PHF's
average annual investment return after inflation and expense ratio in order to
preserve the purchasing power of PHF distributions and underlying assets.

UTIMCO shall be responsible for calculating the PHF’s distribution percentage and
determining the equivalent per unit rate for any given year. Unless otherwise
recommended by UTIMCO and approved by the Board of Regents, PHF
distributions shall be based on the following criteria:

The annual unit distribution amount shall be adjusted annually based on the
following formula:
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Permanent Healfh Fund Investment Policy Stafement (continued)

A. Increase the prior year's per unit distribution amount (cents per unit) by
the average inflation rate (C.P.l.) for the previous twelve quarters. This
will be the per unit distribution amount for the next fiscal year. This
amount may be rounded to the nearest $.0005 per unit.

B. If the inflationary increase in Step A results in a distribution rate
below 3.5% (computed by taking the proposed distribution amount per
unit divided by the previous twelve quarter average market value price
per unit), the UTIMCO Board may recommend an increase in the
distribution amount as long as such increase does not result in a
distribution rate of more than 5.5% (computed in the same manner).

C. [f the distribution rate exceeds 5.5% (computed by taking the proposed
distribution amount per unit divided by the previous twelve quarter
average market value price per unit), the UTIMCO Board may
recommend a reduction in the per unit distribution amount.

Notwithstanding any of the foregoing provisions, the Board of Regents may approve
a per unit distribution amount that, in their judgment, would be more appropriate than
the rate calculated by the policy provisions.

Distributions from the PHF to the unit holders shall be made quarterly as soon as
practicable on or after the last business day of November, February, May, and
August of each fiscal year.

PHF Accounting

The fiscal year of the PHF shall begin on September 1st and end on August 31st.
Market value of the PHF shall be maintained on an accrual basis in compliance
with Generally Accepted Accounting Principles (“GAAP”), Governmental Accounting
Standards Board Statements, industry guidelines, or state statutes, whichever
is applicable.  Significant asset write-offs or write-downs shall be approved by
UTIMCO’s Chief Investment Officer and reported to the UTIMCO Board. Assets
deemed to be “other than temporarily impaired” as defined by GAAP shall be written
off and reported to UTIMCO’s Chief Investment Officer and the UTIMCO Board
when material. The PHF’s financial statements shall be audited each year by an
independent accounting firm selected by the Board of Regents.

Valuation of Assets

As of the close of business on the last business day of each month, UTIMCO shall
determine the fair market value of all PHF net assets and the net asset value per
unit of the PHF. Valuation of PHF assets shall be based on the books and records
of the custodian for the valuation date. The final determination of PHF net assets for
a month end close shall normally be completed within six business days but
determination may be longer under certain circumstances.
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Permanent Health Fund investment Policy Statement (continued)

The fair market value of the PHF’s net assets shall include all related receivables
and payables of the PHF on the valuation date and the value of each unit thereof
shall be its proportionate part of such net value. Such valuation shall be final and
conclusive,

Compliance

Compliance with this Policy will be monitored by UTIMCO’s Chief Compliance
Officer. UTIMCO's Chief Executive Officer, the UTIMCO Board, and the UTIMCO
Audit & Ethics Committee will receive regular reports on UTIMCO’s compliance with
this Policy. All material instances of noncompliance, as determined by UTIMCO’s
Chief Compliance Officer and the Chair of the UTIMCO Audit & Ethics Committee,
will require an action plan proposed by UTIMCO’s Chief Executive Officer and
approved by the Chairman of the UTIMCO Board with timelines for bringing the non-
compliant activity within this Policy.

Purchase of PHF Units

Purchase of PHF units may be made on any quarterly purchase date (September 1,
December 1, March 1, and June1 of each fiscal year or the first business day
subsequent thereto) upon payment of cash to the PHF or contribution of assets
approved by UTIMCO's Chief Investment Officer, at the net asset value per unit of
the PHF as of the most recent quarterly valuation date.

Fach fund whose monies are invested in the PHF shall own an undivided interest in
the PHF in the proportion that the number of units invested therein bears to the total
number of all units comprising the PHF.

Redemption of PHF Units

Redemption of PHF units shall be paid in cash as soon as practicable after the
quarterly valuation date of the PHF. If the withdrawal is greater than $&10 million,
advance notice of 3060 business days shall be required prior to the guarterly
valuation date. If the withdrawal is for less than $510 million, advance notice of five
business days shall be required prior to the quarterly valuation date. If the
aggregate amount of redemptions requested on any redemption date is equal to or

| greater than 405% of the PHF’s net asset value, the Board of Regents may redeem
the requested units in instaliments and on a pro rata basis over a reasonable period

’ of time that takes into consideration the time frame to liquidate illiquid investments
and the best interests of all PHF unit holders. Withdrawals from the PHF shall be at
the market value price per unit determined for the period of the withdrawal.
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Permanent Health Fund Investment Policy Statement (continued)

Investor Responsibility

As a shareholder, the PHF has the right to a voice in corporate affairs consistent
with those of any shareholder. These include the right and obligation to vote proxies
in a manner consistent with the unigue role and mission of higher education as well
as for the economic benefit of the PHF. Notwithstanding the above, the UTIMCO
Board shall discharge its fiduciary duties with respect to the PHF solely in the
interest of PHF unit holders, in compliance with the Proxy Voting Policy then in
effect, and shall not invest the PHF so as to achieve temporal benefits for any
purpose including use of its economic power to advance social or political purposes.

Amendment of Policy Statement

The Board of Regents reserves the right to amend the Investment Policy Statement
as it deems necessary or advisable.

Effective Date

| The effective date of this Policy shall be September 1,-20462011.
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Permanent Health Fund Investment Policy Statement {confinued)

EXHIBIT A

PHF ASSET ALLOCATION

POLICY TARGETS, RANGES AND PERFORMANCE OBJECTIVES
EFFECTIVE DATE SEPTEMBER 1, 2008

Neutral
Allocation Range Benchmark Return
GEF Commingled Fund 100.0% 95% - 100% | Endowment Policy Portfolio
Cash and Cash Equivalents 0.0% -1% - 5% | 90 day T-Bills

Unencumbered Cash

Temporary Cash Imbalance”

Net non-trading receivable

The endement policy portfolio is the sum of the neutraly weighted benchmark returns for the GEF.

*3 trading days or less
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Permanent Health Fund Investment Policy Statement (continued)

EXHIBIT B - GENERAL ENDOWMENT FUND
ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES, AND PERFORMANCE OBJECTIVES
EFFECTIVE SEPTEMBER 1, 2040 2011

POLICY PORTFOLIO FYE 2044 2012
Min Target Max
Asset Classes :
Investment Grade Fixed income 50% 9.5% 20.0%
Credit-Related Fixed Income 3% 0.0% 5.5% 30.0%
Real Estate 0.0% 4.5% 5.5% 10.0%
Natural Resources 50% 44.0% 11.5% 17.5%
Developed Country Equity 35.0% §0:5% 48.5% 60.0%
Emerging Markets Equity 10.0% 19:0% 19.5% 25.0%
| Investment Types

More Correlated & Constrained 35.0% 48.0% 47.0% 60.0%
Less Correlated & Constrained 25.0% 30.0% 37.5%
Private Investments 17.5% 22:0% 23.0% 32.5%

*The total Asset Class & Investment Type exposure, including the amount of derivatives exposure not
collateralized by Cash, may not exceed 105% of the Asset Class & Investment Type exposures excluding the

amount of derivatives exposure not collateralized by Cash.

Upper: 1 Year Downside Deviation

POLICY BENCHMARK (resst monthly) FYE20442012
Barclays Capital Global Aggregate Index 7.5%
FTSE EPRA/NAREIT Developed index Net TRI USD 2.5%
50% Dow Jones-UBS Commodity Total Return Indexand 50% MSCI
World Natural Resources Index 6.5%
MSCI World Index with net dividends 18:5% 18.5%
MSCI Emerging Markets with net dividends 12.0%
Hedge Fund Research Indices Fund of Funds Composite Index 30.0%
Venture Economics Custom Index 20.0%
NACREIF Custom Index 2:0% 3.0%
POLICY/TARGET RETURN/RISKS FYE 2044 2012
Expected Annual Return (Benchmarks) ** 8.82% 8.81%
One Year Downside Deviation 8:94% 8.86%
Risk Bounds

Lower: 1Year Downside Deviation 85%

115%

“Equal to nominal return, net of all investment-related expenses and assuming an inflation rate of 3%
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THE UNIVERSITY OF TEXAS SYSTEM
LONG TERM FUND
INVESTMENT POLICY STATEMENT

Purpose

The Long Term Fund (the "LTF"), succeeded the Common Trust Fund in
February 1995, and was established by the Board of Regents of The University of
Texas System (the "Board of Regents”) as a pooled fund for the collective
investment of private endowments and other long-term funds supporting various
programs of The University of Texas System. The LTF provides for greater
diversification of investments than would be possible if each account were managed
separately.

LTF Organization

The LTF functions like a mutual fund in which each eligible account purchases and
redeems LTF units as provided herein. The ownership of LTF assets shall at all
times be vested in the Board of Regents. Such assets shall be deemed to be held
by the Board of Regents, as a fiduciary, regardless of the name in which the assets
may be registered.

LTF Management

Article VIiI, Section 11b of the Texas Constitution authorizes the Board of Regents,
subject to procedures and restrictions it establishes, to invest the Permanent
University Fund (the “PUF”) in any kind of investment and in amounts it considers
appropriate, provided that it adheres to the prudent investor standard. 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 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 investmeni. Pursuant fo
Section 51.0031(c) of the Texas Education Code, the Board of Regents has elected
the PUF prudent investor standard to govern its management of the LTF.

Ultimate fiduciary responsibility for the LTF rests with the Board of Regents.
Section 66.08, Texas Education Code, as amended, authorizes the Board of
Regents, subject to certain conditions, to enter into a contract with a nonprofit
corporation to invest funds under the control and management of the Board of
Regents.

| UTIMCO 09/64204609/01/2011 1



Long Term Fund Investment Policy Statement (continued)

Pursuant fo an Investment Management Services Agreement between the
Board of Regents and The University of Texas Investment Management Com-
pany (‘UTIMCO”), the LTF shall be managed by UTIMCO, which shall
a) recommend investment policy for the LTF, b) recommend specific Asset Class
and Investment Type allocation targets, ranges, and performance benchmarks
consistent with LTF objectives, and c) monitor LTF performance against LTF
objectives. UTIMCO shall invest the LTF assets in conformity with this Policy
Statement. All changes to this Policy Statement or the exhibits to this Policy
Statement, including changes to Asset Class and Investment Type allocation
targets, ranges and performance benchmarks, are subject to approval by the Board
of Regents.

LTF Administration

UTIMCO shall employ an administrative staff to ensure that all transaction and
accounting records are complete and prepared on a timely basis. Internal controls
shall be emphasized so as fo provide for responsible separation of duties and
adequacy of an audit trail. Custody of LTF assets shall comply with applicable law
and be structured so as to provide essential safekeeping and trading efficiency.

Funds Eligible to Purchase LTF Units

No account shall be eligible to purchase units of the LTF unless it is under the sole
control, with full discretion as to investments, of the Board of Regents.

Any account whose governing instrument contains provisions which conffict with this
Policy Statement, whether initially or as a result of amendments to either document,
shall not be eligible to purchase or hold units of the LTF.

LTF Investment Objectives

The primary investment objective shall be to preserve the purchasing power of
LTF assets by earning an average annual real return over rolling ten-year periods
or longer at least equal to the target distribution rate, plus the annual expected
expense. The current target rate is 5.2%. The target is subject to adjustment from
time to time consistent with the primary investment objective of the LTF. The LTF's
success in meeting its objectives depends upon its ability to generate high returns
in periods of low inflation that will offset lower returns generated in years when the
capital markets underperform the rate of inflation.

Asset Allocation and Policy
LTF assets shall be allocated among the following investments.

A. Cash and Cash Equivalents — Cash and Cash Equivalents has the same
meaning as given to the term “Cash” in the Liquidity Policy.
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Long Term Fund Investment Policy Statement (continued)

B. U.T. System General Endowment Fund (GEF) - See Exhibit B for the
current GEF allocation, which is subject to changes by the Board of
Regents. Upon any change to the GEF asset allocation, Exhibit B shall
be revised accordingly.

In the event that actual Cash and Cash Equivalents positions move outside the
range indicated in Exhibit A due to market forces that shift relative valuations,
UTIMCO staff will immediately report this situation to the UTIMCO Board Chairman
and take steps to rebalance portfolio positions back within the policy range in an
orderly manner as soon as practicable. Extenuating circumstances that could cause
immediate rebalancing to be irrational and detrimental to the interest of the LTF
asset values could warrant requesting approval of the UTIMCO Board Chairman to
waive immediate remedial action.

Performance Measurement

The investment performance of the LTF will be measured by the LTF's custodian, an
unaffiliated organization, with recognized expertise in this field and reporting
responsibility to the UTIMCO Board, and compared against the stated Policy
Benchmarks of the PHF, as indicated in Exhibits A and B (incorporating the impact
of internal derivative positions) and reported to the UTIMCO Board and the Board of
Regents at least quarterly. Monthly performance data and net asset values will be
available on the UTIMCO website within a reasonable time after each month end.

Investment Guidelines

The LTF must be invested at all times in strict compliance with applicable law.
investment guidelines for the U. T. System GEF shall be as stated in the GEF
investment Policy Statement.

LTF Distributions

The LTF shall balance the needs and interests of present beneficiaries with those of
the future. LTF spending policy objectives shall be to:

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

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

C. ensure that the inflation adjusted value of LTF assets afier distributions
is maintained over the long term.
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Long Term Fund Investment Policy Statement {continued)

The goal is for the LTF’s average spending rate over time not to exceed the LTF's
average annual investment return after inflation and expense ratio in order to
preserve the purchasing power of LTF distributions and underlying assets.

Generally, pursuant to the Uniform Prudent Management of Institutional Funds Act,
Chapter 163, Texas Property Code, as amended, (*Act”), subject to the intent of a
donor in a gift instrument, the Board of Regents may appropriate for expenditure or
accumulate so much of the LTF as it determines is prudent for the uses, benefits,
purposes, and duration for which the LTF is established. Notwithstanding the
preceding sentence, the Board of Regents may not appropriate for expenditure in
any year an amount greater than nine percent (9%) of the LTF, calculated on the
basis of market values determined at least quarterly and averaged over a period of
not less than three years immediately preceding the year in which the appropriation
for expenditure was made.

UTIMCO shall be responsible for calculating the LTF's distribution percentage and
determining the equivalent per unit rate for any given year. Unless otherwise
recommended by UTIMCO and approved by the Board of Regents or prohibited
by the Act, LTF distributions shall be based on the following criteria:

The annual unit distribution amount shall be adjusted annually based on the
following formula:

A. Increase the prior year's per unit distribution amount (cents per unit) by
the average inflation rate (C.P.1.) for the previous twelve quarters. This
will be the per unit distribution amount for the next fiscal year. This
amount may be rounded to the nearest $.0005 per unit.

B. If the inflationary increase in Step A resuits in a distribution rate
below 3.5% (computed by taking the proposed distribution amount per
unit divided by the previous twelve quarter average market value price
per unit), the UTIMCO Board may recommend an increase in the
distribution amount as long as such increase does not result in a
distribution rate of more than 5.5% (computed in the same manner).

C. If the distribution rate exceeds 5.5% (computed by taking the proposed
distribution amount per unit divided by the previous twelve quarter
average market value price per unit), the UTIMCO Board may
recommend a reduction in the per unit distribution amount.

Notwithstanding any of the foregoing provisions, the Board of Regents may approve

a per unit distribution amount that, in their judgment, would be more appropriate than
the rate calculated by the policy provisions.
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Long Term Fund Investment Policy Statement (continued)

Distributions from the LTF to the unit holders shall be made quarterly as soon as
practicable on or after the last business day of November, February, May, and
August of each fiscal year.

LTF Accounting

The fiscal year of the LTF shall begin on September 1st and end on August 31st.
Market value of the LTF shall be maintained on an accrual basis in compliance with
Generally Accepted Accounting Principles (*GAAP"), Governmental Accounting
Standards Board Statements, industry guidelines, or state statutes, whichever is
applicable.  Significant asset write-offs or write-downs shall be approved by
UTIMCO’s Chief Investment Officer and reported to the UTIMCO Board. Assets
deemed to be “other than temporarily impaired” as defined by GAAP shall be written
off and reported to UTIMCQ’s Chief Investment Officer and the UTIMCO Board
when material. The LTF's financial statements shall be audited each year by an
independent accounting firm selected by the Board of Regents.

Valuation of Assets

As of the close of business on the last business day of each month, UTIMCO shalt
determine the fair market value of all LTF net assets and the net asset value per unit
of the LTF. Valuation of LTF assets shall be based on the books and records of the
custodian for the valuation date. The final determination of LTF net assets for a
month end close shall normally be completed within six business days but
determination may be longer under certain circumstances.

The fair market value of the LTF’s net assets shall include all related receivables and
payables of the LTF on the valuation date and the value of each unit thereof shall be
its proportionate part of such net value. Such valuation shall be final and conclusive.

Compliance

Compliance with this Policy will be monitored by UTIMCO’s Chief Compliance
Officer. UTIMCO's Chief Executive Officer, the UTIMCO Beoard, and the UTIMCO
Audit & Ethics Committee will receive regular reports on UTIMCO's compliance with
this Policy. All material instances of noncompliance, as determined by UTIMCO's
Chief Compliance Officer and the Chair of the UTIMCO Audit & Ethics Committee,
will reqguire an action plan proposed by UTIMCO’s Chief Executive Officer and
approved by the Chairman of the UTIMCO Board with timelines for bringing the non-
compliant activity within this Policy.
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Long Term Fund Investment Policy Statement (continued)

Purchase of LTF Units

Purchase of LTF units may be made on any quarterly purchase date (September 1,
December 1, March 1, and June 1 of each fiscal year or the first business day
subsequent thereto) upon payment of cash to the LTF or contribution of assets
approved by UTIMCO’s Chief Investment Officer, at the net asset value per unit of
the LTF as of the most recent quarterly valuation date.

Each account whose monies are invested in the LTF shall own an undivided interest
in the LTF in the proportion that the number of units invested therein bears to the
total number of all units comprising the LTF.

Redemption of LTF Uniis

Redemption of LTF units shall be paid in cash as soon as practicable after the
quarterly valuation date of the LTF. If the withdrawal is greater than $4025 million,
advance notice of 3060 business days shall be required prior to the quarterly
valuation date. If the withdrawal is for less than $1825 million, advance notice of five
business days shall be required prior to the quarterly valuation date. If the
aggregate amount of redemptions requested on any redemption date is equal to or
greater than 485% of the LTF's net asset value, the Board of Regents may redeem
the requested units in installments and on a pro rata basis over a reasonable period
of time that takes into consideration the time frame to liquidiate illiquid investments
and the best interests of all LTF unit holders. Withdrawals from the LTF shall be at
the market value price per unit determined for the period of the withdrawal except as
follows: withdrawals to correct administrative errors shall be calculated at the per
unit value at the time the error occurred. To be considered an administrative error,
the contribution shall have been invested in the LTF for a period less than or equal
to one year determined from the date of the contribution to the LTF. Transfer of
units between endowment unit holders shall not be considered redemption of units
subject to this provision.

Investor Responsibility

As a shareholder, the LTF has the right to a voice in corporate affairs consistent with
those of any shareholder. These include the right and obligation to vote proxies in a
manner consistent with the unique role and mission of higher education as well as
for the economic benefit of the LTF. Notwithstanding the above, the UTIMCO Board
shall discharge its fiduciary duties with respect to the LTF solely in the interest of
LTF unit holders, in compliance with the Proxy Voting Policy then in effect, and shall
not invest the LTF so as to achieve temporal benefits for any purpose including use
of its economic power to advance social or political purposes.

UTIMCC 86/84/204009/01/2011 6




Long Term Fund Investment Policy Statement (continued)

Amendment of Policy Statement

The Board of Regents reserves the right to amend the Investment Policy Statement
as it deems necessary or advisable.

Effective Date

| The effective date of this Policy shall be September 1, 20462011.
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Long Term Fund Investment Policy Statement (continued)

EXHIBIT A

LTF ASSET ALLOCATION

POLICY TARGETS, RANGES AND PERFORMANCE OBJECTIVES
EFFECTIVE DATE SEPTEMBER 1, 2008

Neutral
Allocation Range Benchmark Return
GEF Commingled Fund 100.0% | 95% - 100% | Endowment Policy Portfolio
Cash and Cash Equivalents 0.0% -1% - 5% | 90 day T-Bills

Unencumbered Cash

Temporary Cash Imbalance®

Net non-trading receivable

The endowment policy portfolio is the sum of the neutrally weighted benchmark returns for the GEF.

*3 trading days or less
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Long Term Fund Investment Policy Staterment (continued)

EXHIBIT B - GENERAL ENDOWMENT FUND
ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES, AND PERFORMANCE OBJECTIVES
EFFECTIVE SEPTEMBER 1, 2046 2011

POLICY PORTFOLIO FYE 2044 2012

Min Target Max
Asset Classes
investment Grade Fixed Income 5.0% 9.5% 20.0%
Credit-Related Fixed Income 3% 0.0% 5.5% 30.0%
Real Estate 0.0% 4.5% 5.5% 10.0%
Natural Resources 5.0% 44-0% 11.5% 17.5%
Developed Country Equity 35.0% 50.5% 48.5% 60.0%
Emerging Markets Equity 10.0% 40.0% 19.5% 25.0%
invesiment Types
More Correlated & Constrained 35.0% 48.0% 47.0% 60.0%
Less Correlated & Constrained 25.0% 30.0% 37.5%
Private Investments 17.5% 22:0% 23.0% 32.5%

*The total Asset Class & investment Type exposure, including the amount of derivatives exposure not
collateralized by Cash, may not exceed 105% of the Asset Class & Investment Type exposures excluding the
amount of derivatives exposure not collateralized by Cash.

POLICY BENCHMARK (resef monthly) FYE 2044 2012
Barclays Capital Global Aggregate Index 1.5%
FTSE EPRAINAREIT Developed IndexNet TRI USD 2.5%
50% Dow Jones-UBS Commodity Total Refurn indexand 50% MSCi
World Natural Resources Index 6.5%
MSC! World Index with net dividends 19:5% 18.5%
MSC! Emerging Markets with net dividends 12.0%
Hedge Fund Research Indices Fund of Funds Composite Index 30.0%
Venture Economics Custom Index 20.0%
NACREIF Custom Index 20% 3.0%
POLICY/TARGET RETURN/RISKS FYE 2044 2012
Expected Annuai Return (Benchmarks) ** 8.82% 8.81%
One Year Downside Deviation 8.04% 8.86%
Risk Bounds
Lower: 1 Year Downside Deviation 85%
Upper: 1 Year Downside Deviation 115%

*Equal to nominal return, net of all investmentrelated expenses and assuming an inflation rate of 3%
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The University of Texas Investment Management Company
Derivative Investiment Policy

Effective Date of Policy: Awugust-12;2040August 19, 2011
Date Approved by U. T. System Board of Regents: August32-2646August 19,2011

Date Approved by UTIMCO Board: July-14;-2046July 14, 2011
Supersedes: Derivative Investment Policy approved August-20:-200%August 12, 2010

Purpose: ‘ :
The purpose of the Derivative Investment Policy is to set forth the applications, documentation and limitations for
investment in derivatives in the Permanent University Fund (PUF), the General Endowment Fund (GEF), the
Intermediate Term Fund (ITF), and the Separately Invested Funds {(SIF), hereinafter referred to as the Funds. The
Board of Regents approved investment policy guidelines for the Funds to allow for investment in derivatives provided
that their use is in compliance with UTIMCO’s Board approved Derivative Investment Policy. This Derivative
Investment Policy supplements the Investment Policy Statements for the Funds.

Objective:

The objective of investing in derivatives is to facilitate risk management and provide efficiency in the implementation
of various investment strategies for the Funds. Derivatives can provide the Funds with more economical means to
improve the Funds’ risk/return profile.

Scope:

This Policy applies to all derivatives in the Funds executed by UTIMCO staff and by external managers operating under
an Agency Agreement.  This Policy does not apply to external managers operating under limited partnership
agreements, offshore corporations, or other Limited Liability Entities that limit the liability exposure of the Funds’
investments. Derivative policies for external managers are established on a case-by-case basis with each external
manager, as described below,

This Policy applies to both exchange traded derivatives and over the counter (OTC) derivatives. This Policy shall not
be construed to apply to index or other common or commingled funds that are not controlled by UTIMCO. These
cominingled investment vehicles are govemned by separate investment policy statements.

External Managers:

External managers are selected to manage the Funds’ assets under either an Agency Agreement or through a Limited
Liability Entity. An external manager operating under an Agency Agreement may engage in derivative investments
only if (i) such manager has been approved to use derivatives by the UTIMCO Chief Investment Officer and (ii) the
investments are consistent with the overall investment objectives of the account and in compliance with this Policy.
The use of derivatives by an external manager operating under an Agency Agreement shall be approved by the
UTIMCO Chief Investment Officer only for external managers that (i) demonstrate investment expertise in their use, (ii)
have appropriate risk management and valuation policies and procedures, and (iii) effectively monitor and control their
use.

While this Policy does not specifically include external managers operating through a Limited Liability Entity, it is
noted that selecting and monitoring external managers through a Limited Liability Entity requires a clear understanding
of the external managers” use of derivatives, particularly as it relates to various risk controls and leverage. The
permitted uses of derivatives and leverage must be fully documented in the limited liability agreements with these
managers.

Definition of Derivatives:

Derivatives are financial instruments whose value is derived, in whole or part, from the value of any one or more
underlying securities or assets, or index of securities or assets (such as bonds, stocks, commodities, and currencies). For
the purposes of this Policy, derivatives shall include Derjvative Investments but shall not include a broader range of
securities, inciuding mortgage backed securities, structured notes, convertible bonds, exchange traded funds (ETFs), and
foreign currency contracts that settle within thirty (30) days. Derivatives may be purchased through a national or
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The University of Texas Investment Management Company
Derivative Investment Policy

international exchange or through an QTC direct arrangement with a counterparty. Refer to the attached Exhibit A for a
glossary of terms.

Permitted Derivative Applications:
The primary intent of derivatives should be to hedge risk in portfolios or to implement investment sirategies more
effectively and at a Tower cost than would be possible in the Cash market.

Permitted Derivative Applications are Derivative Investments used:

o To implement investment strategies in a low cost and efficient manner;

e To alter the Funds’ market (systematic) exposure without trading the underlying Cash market securities
through purchases or short sales, or both, of appropriate derivatives;

» To construct portfolios with risk and return characteristics that could not be created with Cash market
securities;
To hedge and control risks; or
To facilitate transition trading;.

provided-however—that-afier-implementing—any DerivativeInvestment;-the-Funds™projected-downside-deviation-is
within-the-Funds’-projected-downside-deviationrange—and-risk-bounds;-and-the-Asset-Class—and-Investment—Type

UTIMCO staff may not enter into any Derivative Investment that is not a Permitted Derivative Application. To the
extent that a Derivative Investment is a Permitted Derivative Application but is not within the delegated authority as set
forth. on Exhibit B, the UTIMCO Board will be provided with an “Option to Review” following the process outlined in
Exhibit A to the Delegation of Authority Policy. This “Option to Review” applies to any new Derivative Investment
recommended by UTIMCO staff and approved by UTIMCO’s Chief Investment Officer that is not within the delegated
authority set forth on Exhibit B or the engagement of an external manager operating under an Agency Agreement that
secks to engage in a Derivative Investment that is not within the delegated authority set forth on Exhibit B.
Notwithstanding, with respect to any Derivative Investment, UTIMCO’s Chief Investment Officer, the Risk Manager,
or Chief Compliance Officer may determine that presentation and approval of the proposed Derivative Investment at a
UTIMCO Board meeting is warranted before engaging in the Derivative Investment.

Risk and Invesiment Policy Controls:
Followine the implementation of any Derivative Investment, the Funds” projected downside deviation and risk bounds,
and projected exposure to Asset Class and Investment Type. must be within the permissible ranges as set forth in the

Funds’ Investment Policy Statements.

Documentation and Controls:

Prior to the implementation of a new Derivative Investment by UTIMCO staff, UTIMCO staff shall document the
purpose, valuation method, methods for calculating delta, delta-adjusted exposure, Asset Class and Investment Type
exposure, the effect on portfolio leverage (if applicable), risks (including, but not limited to modeling, pricing, liquidity
and counterparty risks), the expected increase or reduction in risk resulting from the Derivative Investments, and the
procedures in place to monitor and manage the derivative exposure. For any short exposure, UTIMCO staff shall also
document the basis risk and appropriate stop-loss procedures. UTIMCO shall establish appropriate risk management
procedures to monitor daily the risk of internally managed and of externally managed accounts operating under an
Agency Agreement that utilize derivatives. Internal control procedures to properly account and value the Funds’
exposure to the Derivative Investment shall be fully documented.

Additional Limitations:

Leverage: Leverage is inherent in derivatives since only a small cash deposit is required to establish a much larger
economic impact position. Thus, relative to the Cash markets, where in most cases the cash outlay is equal to the asset
acquired, Derivative Investments offer the possibility of establishing substantially larger market risk exposures with the
same amount of cash as a traditional Cash market portfolio. Therefore, risk management and control processes must
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focus on the total risk assumed in a Derivative Investment. Exhibits A of the Fund’s Investment Policy Statements
provide a limitation on the amount of uncollateralized derivative exposure that can be utilized by the Funds whereby,
the total Asset Class and Investment Type exposure, including the amount of derivatives exposure not collateralized by
cash, may not exceed 105% (100% in the 1TF) of the Asset Class and Investment Type exposures excluding the amount
of derivatives exposure not collateralized by cash.

Counterparty Risks: In order to limit the financial risks associated with Derivative Investments, rigorous counterparty
selection criteria and netting agreements shall be required to minimize counterparty risk for over the counter (OTC)
derivatives. Any counterparty in an OTC derivative transaction with the Funds must have a credit rating of at least A-
(Standard and Poor’s) or A3 (Moody’s). All OTC derivatives must be subject to established ISDA Netting Agreements
and have full documentation of all legal obligations of the Funds. In the event a counterparty is downgraded below the
minimum credit rating requirements stated above, UTIMCO staff will take appropriate action to protect the interests of
the Funds, including availing itself of all potential remedies contained in the ISDA agreements, The net market value,
net of collateral postings, of all OTC derivatives for any individual counterparty may not exceed 1% of the total market
value of the Funds.

Risk Management and Compiiance:

To ensure compliance with all termns and limitations of this Policy, all internally managed and externally managed
Derivative Investments in accounts under Agency Agreements will be marked to market on a daily basis by the Funds’
custodian and reviewed periodically, but no less frequently than monthly, for accuracy by the UTIMCO Risk Manager.
In addition, data from the external risk model will be reviewed for accuracy and completeness by the UTIMCO Risk
Manager.

Compliance with this Policy will be monitored by the UTIMCO Chief Compliance Officer using data provided by the
custodian and the external risk model.

Any instances of noncompliance with this Policy will be reported immediately to the UTIMCO Chief Compliance
Officer and the UTIMCO Chief Investment Officer, who will determine the appropriate remedy and report promptly to
the Chairs of the Risk Committee, the Audit & Ethics Committee, and the UTIMCO Board Chairman. The UTIMCO
Board Chairman may waive immediate remedial action in appropriate circumstances.

Reporting:

On a quarterly basis, UTIMCO shall provide a comprehensive report to UTIMCO’s Board and the Risk Committee.
This report shall include all outstanding Derivative Investments, by type, entered into during the period being reported
for both internal managers and external managers operating under Agency Agreements. Asset allocation as provided in
the Funds’ Investment Policy Statements shall incorporate the impact of uncollateralized derivative exposure associated
with derivatives. For risk reporting purposes, the models used to calculate the expected profit or loss in each scenario
will include the effect of delta sensitivity and other derivative sensitivity parameters as appropriate. Risk calculations
will take into account leverage, correlation, and exposure parameters such as beta for equities and duration for fixed
income. The UTIMCO Risk Manager will calculate risk attribution - i.e., how much of the overall risk is aftributed to
each Asset Class and Investment Type, including the full effect on risk of the derivatives in each. The UTIMCO Risk
Manager will calculate risk attribution for each Derivative Investment.
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Derivative Investment Policy Exhibit A
Glossary of Terms

Agency Agreement ~ A form of legai agreement that typically grants limited investment discretion to an external
investment manager to act as the investment agent of the Funds but does not limit the lability of the Funds for actions
taken by that agent.

Basket — A group of securities and a weighting scheme, or a proprietary index. Baskets are typically defined to achieve
a certain investment goal, within certain limitations. For example, a Basket could replicate an emerging market index,
exchuding certain companies that UTIMCO is not permitted to hold.

Cash market - The physical market for a commodity or financial instrument.
Counterparty - The offsetting party in an exchange agreement.
Derivative Investment — An investment in a futures contract, forward contract, swap, and all forms of options.

Exchange traded derivatives - A Derivative Investment traded on an established national or international exchange.
These derivatives “settle” daily in that cash exchanges are made between the exchange and parties to the contracts
consistent with the change in price of the instrument. Fulfillment of the contract is guaranteed by the exchange on
which the derivatives are traded. Examples include S&P 500 futures contracts and Goldman Sachs Commodities Index
futures contracts.

Forward contract - A nonstandardized contract for the physical or electronic (through a bookkeeping entry) delivery of
a commodity or financial instrument at a specified price at some point in the future. The most typical Forward contract
is a forward foreign currency contract, which involves the contemplated exchange of two currencies.

Futures contract - A standardized contract for either the physical delivery of a commodity or instrument at a specified
price at some point in the future, or a financial settlement derived from the change in market price of the commodity or
financial instrument during the term of the contract.

ISDA Netting Agreement - The International Swaps and Derivatives Association (ISDA) is the global trade association
representing participants in the privately negotiated derivatives industry, covering swaps and options across ali asset
classes. ISDA has produced generally accepted “Master Agreements,” a 1992 Master Agreement and a 2002 Master
Agreement, that are used by most counterparties in OTC derivatives. Netting agreements are terms within the
applicable Master Agreement that deal with the calculation of exposure for each counterparty. These netting
agreements require that exposures between counterparties will be “netted” so that payables and receivables under all
existing derivatives between two counterparties are offset in determining the net exposure between the two
counterparties.

Limited Liability Entity — A legal entity created to define how assets contributed to the entity by external partners to
the agreement will be managed by the manager of the entity. These entities are typically limited liability partnerships,
corporations, or other such entities that limit the lability of external investors to the current value of the external
investors® investment in the entify.

Eong exposure to an Asset Class — The Net Asset Value of the Asset Class and Investment Type as defined in the
Funds’ Investment Policy Statement.

Option - A derivative that conveys the right but not the obligation to buy or deliver the subject financial instrument at a
specified price, at a specified future date.
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Over the counter (OTC) derivatives - A derivative which resuits from direct negotiation between a buyer and a
counterparty. The terms of such derivatives are nonstandard and are the resuit of specific negotiations. Seftlement
occurs at the negotiated termination date, although the terms may include interim cash payments under certain
conditions. Examples include currency swaps and forward contracts, interest rate swaps, and collars.

Replicating Derivatives — Derivatives that are intended to replicate the return characteristics of an underlying index or
any other Cash market security.

Swap - A contract whereby the parties agree to exchange cash flows of defined investment assets in amounis and times
specified by the contract.
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Derivative Investment Policy Exhibit B
Delegated Derivative Investments

Subject to the limitations contained in the Derivative Investment Policy, the UTIMCO Board hereby delegates to the
UTIMCO Chief Executive Officer the authority to enter into the following Derivative Investments:

Delegated Derivative Investments:
1. Replicating Derivatives - Derivative Investments that replicate the return characteristics of a long exposure to
an underlying index, Basket or commodity. These investments are generaily futures contracts and swaps on a
passive index, Basket or commodity,

2. Derivative Investments that upon their expiration would not exceed the loss of a similar investment in the cash
index being referred to in the derivative contract. These investments may include swaps whereby the holder of
the instrument will forgo potential upside return in exchange for downside protection or receive a muitiple of a
referenced return should the return of the underlying referenced index be within a certain range and may also
include the selling of put options.

3. Derivative Investments that reduce fong exposure to an Asset Class or hedge against global interest rafe shocks
and rislk and limit whereby-the maximum loss is-limited-to the premmm paid for the Derivative Investment;

regardless-ofnetional-valwe. The aggregate prorated annual premium of all Derivative Investments under this
provision shall not exceed 25350 basis points of the Fund value.

4. Futures contracts and forward contracts on foreign currency if used (i} by an external fixed income manager
within its investment guidelines, (ii) for hedging purposes by an external equities manager within its
investment guidelines, or (iii) to hedge existing or prospective foreign currency risk by UTIMCO staff.

5. Derivative Investments used to manage bond duration or hedge equity exposure fo countries, sectors or
capitalization factors within the portfolio only if subsequent to the investment the portfolio would not be net
short to any one of those factors. An example of such a hedge is selling futures contracts or call options on a
country or sector index, provided the manager is exposed to that country or sector.

6. Derivative Investments used to gain long exposure to an Asset Class and limit maximum loss to the premium
paid for the Derivative Investent.

The delegated authority set forth above should not be construed to permit UTIMCO staff to enter into Derivative
Investments that are unhedged or 'naked' short positions containing unlimited loss.

Netwithstanding-the-delegated-authority-set-forth-above,-if the-netional-value-of-a-new Derivative-Investment-exceeds
thirty-three-pereent-(33%)-of the-everall Fund-value- UFIMCO s-Chief Iaves tment-Officer-mustrequest-approvab-from

Modeling: Each Delegated Derivative Investment must be such that it can be decomposed into one or more components,
and each said component can be modeled using a model such as the CDS valuation model, Black-Scholes model,
including modifications for foreign currency (“Quanto™), allowing both normal and log-normal distributions (the Black
model), and modifications to handle dividends or other model approved by the Policy Committee.

Leverage: Each Delegated Derivative Investment must be modeled on a fully collateralized basis. During the course of

the investment, cash collateral backing a Derivative Investment may be utilized to invest in other investments thereby
creating leverage at the Fund level. This is only allowed if within the Funds’ Investment Policy Staternents.
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Effective Date of Policy: July-14-2048July 14, 2011
Date Approved by UTIMCO Board: July-14,-2048July 14, 2011
Supersedes: Delegation of Authority Policy approved by the UTIMCO Board on July-8-2009July 14, 2010

Purpose:

The purpose of the Delegation of Authority Policy is to 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 to the management of investment
funds shall be governed by a contract between the two parties. UTIMCO provides various investment
management services to 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 to the Investment Policies for approval by the U. T. System Board. The UTIMCO Board is
responsible for overseeing the investment process to execute the established Investment Policies. However, to
enhance the competitiveness 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 to 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 Policy 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 Statement is intended to, 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 UTIMCQ 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 duties and responsibilities of the UTIMCO Board
are enumerated in the UTIMCO Bylaws, Articles of Incorporation, Committee Charters, Investment
Management Services Agreement, and UTIMCO policies. To execute its responsibilities more efficiently, the
UTIMCO Board has delegated the authority to implement UTIMCO policies to UTIMCO Management in two
primary areas: (i) Management, Operational, and Financial Authority; and (i} Investment Authority.

Management, Operational, and Financial Authority: Final authority for the functions fisted below rests with
the UTIMCQ Board:
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Administration, Accounting and Financial Management;
Systems Technology Management;

Personnel Management;

Compliance;

Client Relations and Reporting; and

Public Relations.

® ¢ @ o @& @

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 fo, all
administrative decisions regarding the management of endowment and operafing 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 to 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 to the Chief Executive Officer fo 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 reported 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 to 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.

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
following specific duties and responsibilities to UTIMCO Management:

o Contracts: The UTIMCO Board hereby delegates to the UTIMCO Chief Executive Officer the
authority to execute on the behalf of UTIMCO all contracts, leases, or other commercial
arrangements (except investment management agency confracts, partnership agreements,
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investment consultant agreements and agreements with independent auditors) for a fotal
obligation of $1 million or less during the contract term; provided that for purposes of this
delegafion 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 Quiside General Counsel: Management of UTIMCO’s External 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 extemal 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:

e Tactical Asset Allocation; Without limitations of timing, procedures, or vehicles utilized,
decisions regarding tactical asset allocation within the ranges established in Investment
Policies, including rebalancing portfolic weights fo Policy Target Weights or aclively 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 securifies (including exchange traded funds, and individual common stocks and
bonds, but excluding derivative instruments} to offset existing long positions for risk control
purposes may also be ufilized as a vehicle in tactical asset allocation. Prior to implementation of
any short security sale strategy and throughout the duration of the strategy, risk analyses shall
be performed to verify the expected risk reducing impact of the proposed strategy and that the
strategy does not result in the risk position of the total Funds being outside the policy risk range.

e  Risk Management: The UTIMCO Board hereby delegates all decisions regarding the design
and operation of any risk management system to UTIMCO Management.

e  New Investment Vehicle and Manager Selection; The UTIMCO Board hereby delegates to the

* UTIMCO Chief Executive Officer the authority fo commit UT System funds to new refationships
with internal or external investment managers of to new mandates with external investment
managers already under existing relationships with UTIMCO, and the accompanying authority to
negotiate and execute agency, partnership or subscription agreements as necessary, subject
only to the following limitations:

o More Correlated & Constrained Investments: Any new commitments exceeding
(i) $400 miflion to an individual internal or external manager; (i) 20% of the total
assets managed by an individual external manager; or {iil) 20% of the total assets
managed under a new investment strategy by an individual external manager,
must follow the process outlined in Appendix A.
o Less Correlated & Constrained Investments: Any new commitments exceeding
(i) $200 million; (i) 20% of the fotal assets managed by an external manager, or
(iii) 20% of the total assefs managed under a new investment strategy by an
individual external manager, must follow the process outlined in Appendix A.
I o Private Investments: Any new commitments exceeding (i) $100 million; or (i)
20% of the total assets managed by an external manager; or (iii) 20% of the total
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assets managed under a new investment strategy by an individual extemal
manager; must follow the process outlined in Appendix A. All new commitments
to direct Private Investments must follow the process outlined in Appendix A.
o ® Co-investments: Any new commitment to a direct Private investment
with_an existing external manager, exceeding {i) $50 million; (i} 20% of the
fotal assefs managed by an external manager; (iii) 20% of the total assets
managed under a_new investment strategy by an individual external
manager, o {iv) 20% of the total assefs of the Private Investment porifolio in
the agaregate; must follow the process outlined in Appendix A.
For the purposes of the above thresholds, fotal assets managed by an existing
infernal or external manager shall be aggregated during the first six months
following the initial funding of the mandate and shail not exceed $600 million for
all Investment Types. “Total assets” shall be defined as NAV plus unfunded
commiiments. Mandates that exceed $600 million in the aggregate must follow
the process outlined in Appendix A,
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.
At any time prior to 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 regardless of size.
Any commitment that would otherwise be permitted under this delegation, but
which violates any UTIMCO Policy, is not permitted.
The UTIMCO Chief Executive Officer wilt report to the UTIMCO Board at its
regularly scheduled Board meetings regarding all decisions made under this
delegated authority.

o Changing Aflocations of Investment Funds Among Existing Interal and External Managers and
Partnerships:  Subsequent to the first six months of the UTIMCO relationship with a new
manager, the UTIMCO Board hereby delegates to the UTIMCO Chief Executive Officer the
authority to increase investments or commitments to existing internal or external investment
managers, and the accompanying authority o renegotiate existing agency, partnership or
subscription agreements as necessary, subject only to the following limitations:

§OUTIMCO 9%444007/14/11

o More Correlated & Constrained Investments: Any increases that (i} exceed $200

million to existing funds under management by any individual internal or external
manager, or {ii} increase the total assets managed to more than (a) $600 million
with an individual internal or external manager or a larger amount approved by
the Board for manager exceptions; {b) 20% of the fotal assets managed by an
individual external manager, or (c) 20% of the fotal assets managed under a new
investment strategy by an individual external manager, must follow the process
outlined in Appendix A.

Less Correlated & Constrained Investments: Any increases that (i) exceed $100
million to existing funds under management; or (i} increase the fotal assets
managed to more than (a) $500 million with an individual manager; (b} 20% of the
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assets managed by an external manager; or (c) 20% of the total assets managed
under a new investment strategy by an individual external manager, must follow
the process outlined in Appendix A.

o Private Investments: Any increases that {i}-exceed-$50-million-lo-existing-funds
ynder-management:-or-{i--increaseg the total assets managed to more than (a)

$260-150 million with an individual manager in a single investment vehicle; er(b)
20% of the total assets managed by an external manager; or {c) 20% of the total

| assets managed under an aew-investment strategy by an individual external
manager; must follow the process outlined in Appendix A.

o For the purposes of the above thresholds, no increase shall be permitted which (j)
exceeds $300 million to an existing internal or external manager in the aggregate
for all Investment Types or (ii) increases the total assefs managed by an existing
internal or external manager to more than $600 million in the aggregate for all
investment Types. “Total assets” shall be defined as NAV plus unfunded
commitments. 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 or 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 to the UTIMCO Board at its
regularly scheduled Board meetings regarding all decisions made under this
delegated authority.

o 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 investmeni managers.

s Notwithstanding, on a quarterly basis, manager mandates {excluding passive exposure} shalf be
aggregated across investment types and any mandate resulting in three percent (3%) or more
exposure relative to the total Funds (excluding the ITF for Private Investments) will be reported
to the Risk Committee at its next mesting. UTIMCO staff will be required to make a
presentation and prepare a recommendation to the Risk Committee regarding an appropriate
course of action for any manager mandate resulting in five percent (5%) or more exposure
relative to the total Funds {excluding the ITF for the Private Investments). Such presentation
and recommendation will include information regarding the manager mandate, including original
amount of investment, historical performance, market and economic outlook, and appropriate
sizing, with timefines 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 level of exposure or request additional information to be
presented at a subsequent meeting before action may be taken by UTIMCO staff.  UTIMCO
staff will be responsible for implementing any Risk Committee approved action.

e Investment in Derivative Investments: The UTIMCO Board hereby delegates to the UTIMCO
Chief Executive Officer the authority to enter into the Derivative investments of the types set
forth in Exhibit B of the Derivative Investment Policy. Any new derivative investment
recommended by UTIMCO staff or for the engagement of an external manager operating under
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an Agency Agreement that has been approved by UTIMCO’s Chief Investment Officer but is not
within the delegated authority set forth in Exhibit B of the Derivative Investment Policy must
follow the process outlined in Appendix A.

e Internal 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 fo the UTIMCO Chief Executive Officer the authority to direct the day-to-day work
product of the UTIMCO consuitant, 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 to 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 to the UTIMCO Chairman immediately. Additionally, the
UTIMCO Chief Executive Officer will report any exceptions fo this Policy to the UTIMCO Board at ifs next
regularly scheduled meeting, unless the UTIMCO Chairman instructs otherwise.
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In instances where a

Appendix A
UTIMCO Board Option to Review Proposed Investments

proposed investment exceeds the stated investment Authority of the UTIMCO Chief

Executive Officer, the Staff must follow the procedures listed below to 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 an investment
recommendation, a Certificate of Compliance if one has not previously been provided to
each UTIMCO Director, an Option to Review Investment Proposal, and, if required by
the UTIMCO Chief Executive Officer, a due diligence report provided by the external
consuitant. Staff will provide a UTIMCO Director a complete due diligence report upon
request,

b. For additional commitments to existing managers and partnerships, Staff will send
each UTIMCO Director an executive summary 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. Staff will provide a UTIMCO
Director a complete due diligence report upon request.

¢. ‘For new Derivative Investments, Staff will send to each UTIMCO Director detailed
documentation describing the proposed trade and an Option to Review Investment
Proposal.

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 subsequent Board mesting prior
to the execution of the investment;

(i) | do not require a complete review of the investment at a subsequent Board
meeting prior fo 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 investment at a future UTIMCO Board meeting.

3. If any UTIMCO Director requires a complete review of the investment prior to the execution
of the investment, the Staff shall make a presentation fo highlight the atfributes of the
proposed investment at the next UTIMCO Board meeting. Subseguent to hearing the
presentation, the Board shall vote to approve such investment.
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Liguidity Policy
Effective Date of Policy: August20-2009August 19, 2011

Date Approved by U.T. System Board of Regents: August20,2009August 19, 2011
Date Approved by UTIMCO Board: July-9-2089July 14, 2011
Original Effective Date of Policy: August 7, 2003

l Supersedes: Liquidity Policy dated August-14,2088 August 20, 2009

Purpose:

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

Objective:

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

Scope:

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

Definition of Liguidity Risk:

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

Definition of Cash:

Cash is defined as short term (generally securities with time to maturity or mandatory purchase or redemption of
three months or less), highly liquid investments that are readily convertible to known amounts and which are subject
to a relatively small risk of changes in value. Holdings may include:

s the existing Dreyfus Institutional Preferred Money Market Fund mandate and any other UTIMCO Board
approved SEC Rule 2a-7 money market fund rated AAAm by Standard & Poors,
the Custodian’s late deposit interest bearing liquid investment fund,
municipal short term securities,
commercial paper rated in the two highest quality classes by Moody’s Investor Service, Inc. (P1 or P2) or
Standard & Poor’s Corporation (Al or A2 or the equivalent),

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

s repurchase agreements and reverse repurchase agreements transacted with a dealer that is approved by
UTIMCO and selected by the Federal Reserve as a Primary Dealer in U.S. Treasury securities and rated A-
1 or P-1 or the equivalent.
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Liquidity Risk Measurement-The Liquidity Profile:
For the purposes of this Liquidity Policy, potential liquidity risk will be monitored by measuring the aggregate
liquidity profile of the Endowment Funds and ITF. All individual investments within the Endowment Funds and
ITF will be segregated into two categories:
e Liquid: Investments that could be converted to Cash within a period of one day to less than
90 days in an orderly market at a discount of 10% or less.

o Tlliguid: Investments that could be converted to Cash in an orderly market over a period of 90
days or more or in a shorter period of time by accepting a discount of more than 10%.

UTIMCO staff will report individual investments within the Endowment Funds and ITF categorized as follows:

e Cash: Short term (generally securities with time to maturity or mandatory purchase or
redemption of three months or less), highly liquid investinents that are readily convertible to
known amounts and which are subject to a relatively small risk of changes in value.

»  Liquid (Weekly): Investments that could be converted to Cash within a period of one day to
less than 7 days in an orderly market at a discount of 5% or less.

e  Liquid (Quarterly): Investments that could be converted to Cash within a period of one day to
less than 90 days in an orderly market at a discount of 10% or less.

e Liquid (Annual): Investments that could be converted to Cash within a period of one day to
less than 365 days in an orderly market at a discount of 10% or less.

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

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

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

FY 09 FY 10+
Liquidity above trigger zone: 35.0% 30.0%
Liquidity within trigger zone: 30.0%-35.0% 25.0%-30.0%
Liquidity below trigger zone: <30.0% <25.0%

Investments that maintain liquidity below the trigger zone do not require any action by the UTIMCO Board or the
Risk Committee. Liquidity within the trigger zone requires special action by the UTIMCO Board or the Risk
Committee. For example, the allowable range for illiguid investments in FY 09 is up to 70.0% of the total portfolio.
However, any illiquid investments made in the 65.0% to 70.0% trigger zone require prior approval by the Risk
Committee or the UTIMCO Board. Risk Committee review of new investments in the illiquid trigger zone will
supplement, rather than replace, the procedures established by the UTIMCO Board for the approval of new
investments.
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The current Liquidity Policy Profile ranges and trigger zones for the ITF are defined by the table below:

FY §9+-11 FY 12+
Liquidity above trigger zone: 65% 55%
| Liquidity within trigger zone: 55%-65% 30%-55%
| Liquidity below trigger zone: <55% <30%

1 The allowable range for illiquid investments is 0% to 4550% of the total portfolio for the ITF. However, any
illiquid investments made in the 3545% to 4550% trigger zone require prior approval by the Risk Committee or the
UTIMCO Board. Risk Committee review of new investments in the illiquid trigger zone will supplement, rather
than replace, the procedures established by the UTIMCO Board for the approval of new investments.

Unfunded Commitments:
As used herein, “onfunded commitments” refers to capital that has been legally committed fiom an Endowment

Fund and has not yet been called but may still be called by the general partner or investment manager. The
Maximum Permitted Amount of unfunded commitments for each Endowment Fund is:

EY 09  FY 10+
Unfunded Commitment as a percent of total invested assets: 27.5%  30.0%

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

Documentation and Controls:

Managing Directors responsible for each asset class are responsible for determining the liquidity category for each
investment in that asset class as well as the amount of unfunded commitments for each Endowment Fund. The
determination of liquidity will include underlying security trading volumes, notice periods, redemption dates, lock-
up periods, and “soft” and “hard” gates. These classifications will be reviewed by the Risk Manager and the Chief
Compliance Officer, and must receive final approval from the Chief Investment Officer. Classifications and weights
within each lquidity category will be updated and reported on a monthly basis. All new investments considered will
be categorized by liquidity category, and a statement regarding the effect on overall liquidity and the amount of
unfunded commitments for each Endowment Fund of the addition of a new investment must be an element of the
due diligence process and will be a part of the recommendation report to the UTIMCO Board.

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

The actual liquidity profiles of the Endowment Funds and the ITF, including a detailed analysis of liquidity by
category, and the status of unfunded commitments for each Endowment Fund, and compliance with this Liquidity
Policy will be reported to the UTIMCO Board on at least a quarterly basis. Any exception to this Liquidity Policy
and actions taken to remedy the exception will be reported promptly.
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Effective Date of Procedure; August1-2040August 1, 2011

Date Approved by UTIMCO Board: Juby-14-2040July 14, 2011
Supersedes Mandate Categorization Procedure dated Mareh-4,-2008August 1, 2010

Background: The Investment Policy Statements for the Permanent University Fund (‘PUF"),
General Endowment Fund ("GEF"), and Intermediate Term Fund (iTF") (collectively, the Funds)
provide that assets of the Funds shall be allocated among a broad set of Asset Classes and
Investment Types based on their individual risk/return characteristics and relationships to other
Asset Classes and Investment Types. Asset Classes and Investment Types are defined in the
Funds’ Investment Policy Statements coupled with policy targets and ranges. Policy targets and
ranges are a primary component of the Investment Policy Statements. The Derivative Investment
Policy provides guidelines on accepted derivative applications that the Funds may deploy and
broadly speaks to the reporting of such applications to the UTIMCO Board.

Individual investment mandates may exhibit a multitude of investment characteristics whereby the
classification of such mandates is not enfirely straightforward. As investment mandates with
managers are less constrained in order to take advantage of capital market opportunities, coupled
with the increasing use of derivative instruments and other investment tools, greater transparency
regarding the process of classifying an investment mandate is desired.

Purpose: The purpose of this Mandate Categorization Procedure is to provide guidance in
determining the classification and reporting of an investment mandate within the Asset Class and
Investment Type definitions of the Investment Policy Statements.

Objective: The objective of this Procedure is to provide greater transparency info the process of
classifying an investment mandate within the approved Asset Classes and Investment Types as
defined in the Funds' Investment Policy Statements.

Scope: Investment mandates shall include derivative applications for both intemal and external
investment manager mandates.

Investment Mandate Guidelines:
Within the Investment Policy Statements there are six Asset Classes:

Investment Grade Fixed Income
Credit-Related Fixed Income
Natural Resources

Real Estate

Developed Country Equity
Emerging Markets Equity

MmO oO®w>

The definitions of these Asset Classes are more fully described in the Funds’ Investment Policy
Statements. The six Asset Classes are coupled with three Investment Types:

1, More Correlated & Constrained Investments

2. Less Correlated & Constrained Investments
3. Private Investments
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Investment mandates shall be classified according to their Asset Class and Investment Type. For
example, a manager investing primarily in distressed private securities would be classified as
follows:

Asset Class: Credit-Related Fixed Income
Investment Type: Private Investmenis

Investment mandates that invest in more than one Asset Class shali be classified by the
responsible Managing Director in a single Asset Class based on (i) where the majority of the assets
will be invested by the manager and/or (i) UTIMCO’s objectivefintent when entering into the
mandate. The Managing Director may recommend a percentage split of a mandate across Asset
Classes, but this should only occur in instances where significant amounts are invested and the
mandate does not have an Asset Class concentration or where the Asset Class concentrations are
likely to vary over time.

The Investment Type for any given mandate shall be classified based on its investment
characteristics. The following investment characteristics will be utilized to assess a particular
investment mandate:

More Correlated &

Less Correlated &

fraded

but also non-publicly
traded

Constrained Constrained
Criteria Investments/Mandates | investments/Mandates | Private Investments
Single Asset Class Generally one asset Often multiple asset Generally one asset
class classes class
Beta Generally higher levels | Often less beta (e.g., Generally higher levels
of beta {(e.g., 0.76+) <0.75) of beta (e.g., 0.75%)
Traded Securifies Generally publicly Majority publicly raded | Generally not publicly

fraded

Gross Leverage

Limited levels of
leverage, typically 160%
or less, and fypically net
long not over 100%

Often utilize leverage
and may be net long
over 100%

Limited levels of
leverage, typically 160%
of less, and typically net
long not over 100%

Shorting Limited levels of Often utilize short Generally do not utilize
shorting positions short positions

Use Derivatives Limited use of Generally use Limited use of
derivatives derivatives derivatives

Transparency Significant position-level | Limited position-level Generally investment-
transparency for transparency level transparency
UTIMCO or risk provider

Liquidity Generally limited use of | Often lock-ups, notice Typically capital

lock-ups, notice periods | periods andfor commitment/call/
and redemption redemption windows distribution structure
windows

Performance Fees May include Generally include Generally include
performance fees, but performance fees performance fees
often over asset class
hurdle
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The University of Texas Investment Management Company
Mandate Categorization Procedure

Investment Mandate Process

Each new mandate will be assessed as to Investment Type according to the above criteria by the
Managing Director recommending or monitering the investment.

The Managing Director will recommend the Asset Class and Investment Type categorization for
gach mandate. The Chief Compliance Officer will-provide-theand Chief Investment Officer will
provide histher agreement or recommended categorization. The Chief Investment Officer will

deagﬁate%heaﬂcssewlassﬂand—mesknenﬂypeﬂ%ﬁwm report the cateqor;zatzon of new mandates

the RlSk Comm:ttee at i'[S next reguiar meet!ﬂg for their approval or re-categonzation

All existing mandates will be reviewed annually by the Managing Director, Chief Compliance
Officer and Chief Investment Officer. Any recommended re-categorizations will require Risk
Committee approval. In addition, if, after an initial or annual Assef Class and Investment Type
categorization of a mandate, 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-categorizafion, the Chief Investment Officer will designate the new Asset Class

and Investment Type re-categorization and will report suchr-neluding-the-recommendations-of-the
Managing Director-and-Ghief-Compliance-Officer; to the Risk Committee at its next regular meeting

for their approval or re-categorization.

Criteria for Classification of Derivatives®.
Internally managed Derivative Applications shall be classified in the Asset Class and Investment
Type for which the dertvatwe apphcatlon was intended fo repllcate Or increase exposure or to

! Definitions of the terms used in this section may be found in the Derivative Investment Policy Exhibit A Glossary of
Terms.

| UTIMCO-08/01/261608/01/2011 3






BYLAWS
OF
THE UNIVERSITY OF TEXAS INVESTMENT

MANAGEMENT COMPANY

Restated to Include
Amendments Adopted on

March 13, 1997
(Approved by the Board of Regents on May 8, 1997)

| May 2, 1997
(Approved by the Board of Regents on May §, 1997)

September 22, 1999
(Approved by the Board of Regents on November 11, 1999)

December 9, 1999
(Approved by the Board of Regents on February 10, 2000}

October 26, 2001
(Approved by the Board of Regents on November 8, 2001)

June 26, 2003
(Approved by the Board of Regents on August 7, 2003)

Ratified September 29, 2004
(Approved by the Board of Regents on dugust 12, 2004)

May 25, 2006
(Approved by the Board of Regents on July 13, 2006)

January 30, 2008
(Approved by the Board of Regents on February 7, 2008)

[ UTIMCO 02/07/200808/19/2011



July 14, 2011
(Approved by the Board of Regents on August 19, 2011)

| UTIMCO 62/07/200808/19/2011



TABLE OF CONTENTS

ARTICLE I STRUCTURE AND PURPOSES.....coovireriererecrereesesreessermeseensssaesnes e assensens 1
Section 1. N1 g h10 131 ¢ S O ST U SR USSP PRUSRRRIO 1
Section 2. IVLEIIIDET .t virt it ctr et s et ceb et e bt e sevbesebaesebesabbe st e e bbesasn e s e et bensbrenaaraaraeernn sarnenaenn 1
Section 3. PUIPOSES oottt et b s st 1
Section 4. APProval DY SYSTEII...cviieiriirieire et s 1
Section 5. Prohibited Transactions .....ccccvveerririeerersenieseseseseseseseessssessessneresssensesassaesees 2
Section 6. REVOIVING DIOOT o1 ititireieerirtirenieiese ettt a e sre s snesae e nees 2

ARTICLE TLOFETCES ..ot s e e e e et st ve s st sas e s et san s e san e nae e s eanessesaeneassnennenne 2
Section 1. Principal Place of BUSINESS .c.eceririeveieeriececvcircce s 2
Section 2. Registered Office and Registered Agent.......ccooviiivniiiienneeeeee e 3

ARTICLE III BOARD OF DIRECTORS ....ooieiirieceetrseereesereeeresreerrenessrvseasssvsnsssssiesasinsssesanscavs 3
Section 1. P OWWETS e teeetieeirerte st e e st e st e e e s e s s s s e s e s seasreesrae e s aasaesas e e aneeenn e et ba et ae e s aean s 3
Section 2. INUIMBEE cueivveniiricticiceteiesrreste st esresresesses e sseesrereesrese e s e ssesseessansessenssernessensonsnenrerses 3
Section 3. Appointment and TeIM ..o 3
Section 4, Removal and Resignation .....c.occeiceeieveiirieeieceesierer s eesssenseerseesnees i e sesssoreens 3
Section 5. WHCATICIES vveveeversutiesessresressarassaesssassaenseassessnesssassaeeesssssassesbessserasesnaesbesssenseessens 4
Section 6. Meetings OF DHIECTOTS 11vuiriirieieiee e crr e et en e sre b e sanssness 4
Section 7. ANNUAL MEELIIEZS evveerrreeereeeeeeree e iies e ssst et niassbse st et sene st e s r s snaasnns 4
Section 8. REQUIAL MEETINES ...cvieeree e et st et s s b e 4
Section 9. SPECIal MEEHINES oveeirereesririrse st sessisasesesaesessnee s esensesaersrsneses e eeneeressensensonrane 54
Section 10, NOUCE OF MEETNES . cuoeveeiiriereeerereceetenieieesssstseseesesaeseesesae saesesstsassaneesesssnenseses 54
Section 11, QUOTUIT oocivieeiiree ettt eir e seree s s e et e s e s e e s e s e s s nane e sesan s e anassasan 34
SECHON 12, VOUREZ cereeeeeieereecrsre e e ers s ib s s e st sas e be s sac st s s nesateesssesneshesnsosonssasans 5
Section 13,  Conduct 0f BUSINESS ...ovvvevrieeireirieerrrrrr s csrnsise s saa s rssessas e s s an s s 5
Section 14.  Compensation of Directors; EXPeNSes ..o ceensn 5

ARTICLE IV COMMITTEES .ottt rte s stt e se e tes e s e s e e aessearss s e e s et e s btsnennsnesnenasns 65
Section 1. Board COmIMIIEES . .vuvviiviiriiiiieiiiieeecesvsisetseseessaressersreessessrnessesassssessesssssteressnssn 65
Section 2. Procedures; Meetings; QUOIUIN ....c.ooveeriririeniiennitircsirserersie s sen e ssessesssesssnes 6
Section 3. NOomINAtNG COMMITIES.....eoiiiieiiiiiiei ittt ses e s e e 6

ARTICLE V OFFICERS ..ottt eeie e ttesaressesra e iesiressnessesa b saeessassasnsssasanesrasabannsanessnsenes 76
Section 1. Number, Titles, and Term of OffiCe ..o 76
Section 2. REIMIOVAL ..oeiotreeiicivii it ebreas s be e e st e e st se s s s besasraesasebe s sbseaesansessassaneaneasassnsens 76
Section 3. VACAIICIES 1evveeereevreeraiersrerrarernersrsarerssssresassssesnssastsastaassaesseesanesnsressserssessonnersens 7
Section 4. Powers and Duties of the Chairman of the Board.........ccecvvverevrioninieninennn 7
Section 5. Powers and Duties of the Vice Chairman of the Board........ccoovvvenvnnncnnnnncs 7
Section 6. Powers and Duties of the Vice Chairman for POlicy ...coccvvevciveccriicinnceienen, 7
Section 7. Powers and Duties of the President ........cooeveeeieioeiesiececer s ses s 87
Section 8. Powers and Duties 0f the TIeaSuUIer ..ot ssice st sveeseree s ssrne e 8
Section 9. Powers and Duties 0f the SeCretary .....cvvvrvvevirienvsneniiceneen e e 8

UTIMCO 02/07/200807/14/2011 i



ARTICLE VI MISCELLANEOUS PROVISIONS ..ot enseennen 98

Section 1. FISCAI YEAT .eevveeirreeeeies s seee et esra s e te s e saesreasrasaessessresaesrnessensanseaneensasns 98
Section 2. T | U R USSR PURUUS ORI 98
Section 3. Notice and Waiver OF NOTICE ...ccccvvvrvriiriecicricresr e rreees e sresene e e seaasean 9
Section 4. Public INfOrmation ..ottt et sbe s bn e b e st e bae et e en 9
Section 5. OPEIN MEELIIIES v veeeriieirirererese s e e e s et ib e st sa vt sse e rmtonesaesresnenasnasnnanene 9
ARTICLE VH INDEMNIFICATION OF DIRECTORS AND OFFICERS .....cccooiiirerriieinne 9
Section 1. Right t0 IndemnifiCation ......cccovevecriivieeieieierrr st s e aesne s 9
Section 2. AdVanCe PAYINENT .....cccoivviriieiriiieeee ettt sa e b e sba e et sae e 10
Section 3. AppPearance @5 & WIHESS .o..vevriririiieiete st eee et e ee e s e s eaeseesiaese s sreens 10
Section 4. Nonexclusivity 0f RIZHES .oeoveiiiiiiiircieniinenvonei s nresneseeressessesesssaenses 10
Section 5. INSUTAIICE veeveeveeriiieeieete et e saetease e erse e et e sbesesaesaeebesssassasbeessassesbensbasassasarssssareesns 10
Section 6. SAVINES CIAUSE .ovveeeiieiiciiiine ettt ettt b v st st b s et nernesnnen 1116
ARTICLE VIII AMENDMENTS....cortiiie et sesineresesaestssessaessesseesassesstsssessessasssassesssensanses 1146
Section 1. ANENAMIENT o 1eee vt v e esias e e be e ettt eeeeseevassasrbasesrortsesestnsessoneesonarsennns 1110

UTIMCO 02/07:266807/14/2011 i




BYLAWS
OF

THE UNIVERSITY OF TEXAS
INVESTMENT MANAGEMENT COMPANY

ARTICLE I
STRUCTURE AND PURPOSES

Section 1. Structure. The University of Texas Investment Management
Company (the “Corporation™) is a nonprofit corporation 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
(the “Act™). The Articles of Incorporation of the Corporation (as amended from time to time, the
“Articles of Incorporation™) were filed in the office of the Secretary of the State of Texas on
November 15, 1995,

Section 2. Member. The Corporation shall have no members.
Section 3. Purposes. The Coerporation is organized and will be operated

exclusively for charitable and educational purposes. In accomplishment of such purposes, the
Corporation will be administered solely for the purpose of aiding, assisting, supporting and
acting on behalf of The University of Texas System (the “System™), an agency of the State of
Texas, in the performance of its essential governmental function of providing higher education in
accordance with the laws of the State of Texas authorizing and governing the System and the
creation of the Corporation. The Corporation shall have, without limitation, the following

purposes:

(a) To invest funds under the control and management of the Board of Regents of the
System (the “Board of Regents”™), including the permanent university fund, as designated
by the Board of Regents in accordance with the laws of the State of Texas; and

(b)  To perform such other activities or functions that the Board of Directors of the
Corporation determines are necessary or appropriate for the accomplishment of the
purposes of the Corporation, provided, however, that the Corporation may not engage in
any business other than investing funds designated by the Board of Regents pursuant to a
contract with the System for the investment of such funds.

Section 4. Approval by System. Notwithstanding the powers delegated
to the Board of Directors of the Corporation, the Corporation may not contract with the Board of
Regents to invest funds under the control and management of the Board of Regents, including
the permanent university fund, unless and until the Board of Regents has approved (i) the
Articles of Incorporation and Bylaws of the Corporation; (ii) the investment policies of the
Corporation; (iii) the audit and ethics committee of the Corporation; and (iv) the code of ethics of
the Corporation. Furthermore, the Board of Regents must approve (i) any amendments to the
Articles of Incorporation and Bylaws of the Corporation; (i) any changes to the investment
policies of the Corporation; (iii) any changes in the audit and ethics committee of the
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Corporation; and (iv) any changes in the code of ethics of the Corporation. The Corporation
shall file reports with the Board of Regents quarterly, and at such other times as requested by the
Board of Regents, concerning such matters as required by the Board of Regents.

Section 5. Prohibited Transactions. In addition to the prohibitions of
the laws of the State of Texas, the Corporation may not enter into an agreement or transaction
with a former director, officer, or employee of the Corporation, or a business entity in which a
former director, officer, or employee of the Corporation has an interest, on or before the first
anniversary of the date the person ceased to be a director, officer, or employee of the
Corporation. For purposes of this section (i) a former director, officer, or employee of the
Corporation has an interest in a business entity if such person owns (a) five percent or more of
the voting stock or shares of the business entity or (b) five percent or more of the fair market
value of the business entity, and (ii) a former director of the Corporation has an interest in a
business entity if money received by such person from the business entity exceeds five percent of
the person’s gross income for the preceding calendar year. A two-thirds majority of the Board of
Directors of the Corporation shall be required to forward to the Board of Regents a change to this
Section.

Section 6. Revolving Door. A former director or employee of the
Corporation may not make any communication to or appearance before a current director or
employee of the Corporation 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 of the Corporation if the communication or
appearance is made (a) with the intent to influence, and (b) on behalf of any person in connection
with any matter on which the person seeks action by the Corporation. If a director of the
Corporation knowingly communicates with a former director or employee of the Corporation,
whose communication or appearance is made with the intent to influence, and on behalf of any
person in connection with any matter on which the person seeks action by the Corporation, such
director shall be subject to removal from serving as a director of the Corporation. If an employee
of the Corporation knowingly communicates with a former director or employee of the
Corporation whose communication or appearance is made with the intent to influence, and on
behalf of any person in connection with any matter on which the person seeks action by the
Corporation, such director or employee shall be subject to disciplinary action. A two-thirds
majority of the Board of Directors of the Corporation shall be required to forward to the Board of
Regents a change to this Section.

ARTICLE 11
OFFICES

Section 1. Principal Place of Business. The principal place of business
of the Corporation shall be located at 401 Congress Avenue, Suite 2800, Austin, Texas 78701.
The Corporation may have such other offices, either within or without the State of Texas, as the
Board of Directors may determine or as the affairs of the Corporation may require from time to
time.
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Section 2. Registered Office and Registered Agent. The Corporation
shall have and continuously maintain in the State of Texas a registered office and a registered
agent whose office is the Corporation’s registered office, as required by the Act. The registered
office may, but need not, be identical with the principal office of the Corporation in the State of
Texas, and the address of the registered office may be changed from time to time by the Board of
Directors in accordance with applicable law.

ARTICLE 111
BOARD OF DIRECTORS

Section 1. Powers. The property, business, and affairs of the
Corporation shall be managed and controlled by the Board of Directors, and subject to the
restrictions imposed by law, the Articles of Incorporation, and these Bylaws, the Board of
Directors shall exercise all of the powers of the Corporation.

Section 2. Number. The Board of Directors shall consist of nine (9)
Directors consistent with Texas Education Code Section 66.08.

Section 3, Appointment and Term. In compliance with applicable law.
six (6) Directors shall be appointed by the Board of Regents, pursuant to a process determined by
the Board of Regents_and shall include (i) at least three (3) persons then serving as members of
the Board of Regents (“Regental Directors™, and (1i) three (3) persons with substantial
backeround and expertise in investments; and two (2) Directors shall be appointed by the Board

of Regents of The Texas A&M University System pursuant to a process determined by the Board
of Regents of The Texas A&M University System and shall include at least one (1) person with

substantial backeround and expertise in investments; provided that, notwithstanding the
foregoing, persons duly appointed and serving as Directors on June 17, 2011, shall continue to
serve as Directors subject to the last sentence of this Section 3.5 The initial two (2) Directors
appointed by the Board of Regents of The Texas A&M University System pursuant to the
foregoing shall be appointed as follows: (1) one (1) Director shall be appointed on the expiration
of the term of office of a Director sexrving on June 17, 2011, who under prior law, was appointed
to that position on recommendation of the Board of Regents of The Texas A&M University
System; and (ii) one (1) Director shall be appointed on the first expiration after June 17, 2011, of
a term _of office of any Director, other than the Director described in clause (i) of this sentence
and any Director who also serves as a member of the board of regents of a university system, as
defined by Section 61.003. Texas Education Code. exeept—tha{%e’l"he Chancellor of the System
shall also serve as a Duector so long as he or she remains Chancelior of the System In

Regental D1rectors shall serve for two- -year terms that expire on the first day of April of each
odd-numbered year. The remaining Directors (other than the Chancellor of the System and the

UTIMCO 02/07/200808/19/2011 3



Regental Directors) shall serve three-year staggered terms that expire on the first day of April of
the appropriate year. No such Director (other than the-Affiliated Direetors_Chancellor of the
System and the Regental Directors) shall serve more than three (3) full three-year terms.
Notwithstanding the foregoing, the Board of Regents may, from time to time, alter the terms of
the Directors it is authorized to appoint and the Board of Regents of The Texas A&M University
System may. from time to time, alter the terms of the Directors it is authorized to appoint. Each
person serving as a Director shall serve until the expiration of such Director’s term, or until such
Director’s successor has been chosen and qualified, or until such Director's earlier death,
resignation, or removal as provided in these Bylaws.

Section 4. Removal and Resignation. Any Director appointed by the
Board of Regents may be removed from office at any time, with or without cause, by the Board
of Regents._Any Director appointed by the Board of Regents of The Texas A&M University
System may be removed from office at any time. with or without cause, by the Board of Regents
of The Texas A&M University System. Any Director or officer may resign at any time. Such
resignation shall be made in writing and shall take effect at the time specified therein, or, if no
time be specified, at the time of its receipt by the President or Secretary. The acceptance of a
resignation shall not be necessary to make it effective, unless expressly so provided in the
resignation.

Section 5. Vacancies. Any vacancy occurring in the office of a
Director, whether by death, resignation, removal, increase in the number of Directors, or
otherwise, shall be filled by the Board-of-Regentsentity authorized to appoint the Director.

Section 6. Meetings of Directors. The Directors may hold meetings
and keep the Corporation’s books and records at such place or places within the State of Texas as
the Board of Directors may from time to time determine.

Section 7. Annual Meetings. The annual meeting of the Board of
Directors (“Annual Meeting”) shall be held at such time and place as shall be designated from
time to time by resolution of the Board of Directors, or, if not so designated, on the third
Thursday of the month of April of each year at the Corporation’s principal office for the purpose
of (i) electing officers for the ensuing year, and (ii) transacting such other business as may be
properly brought before such Annual Meeting. Notice of Annual Meetings shall be required.

At the request of the U. T. Board of Regents. Aa joint annual-meeting with the U. T.
Board of Regents (“Joint Meeting™) shall be held eaeh-yesr to discuss investment policies
including asset allocation, investment performance, determination of risk, performance of the
Corporation, organizational issues, proposed budget, and related issues. Notice of Joint
Meetings shall be required.

Section 8. Regular Meetings. Regular meetings of the Board of
Directors (*“Regular Meetings™) shall be held at such times and places as shall be designated
from time to time by resolution of the Board of Directors. Notice of Regular Meetings shall be
required. The UTIMCO President shall consult with the Chairman and the Chancellor, as Vice
Chairman for Policy, on the draft agenda for meetings of the UTIMCO Board at least three (3)
weeks prior to each regular UTIMCO Board meeting,
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Section 9. Special Meetings. Special meetings of the Board of
Directors (“Special Meetings™) shall be held at such times and places as shall be designated from
time to time by the Chairman or, on the written request of any Director, by the Secretary or on
the written request of the Board of Regents. Notice of Special Meetings shall be required.

Section 10. Notice of Meetings. The Secretary shall give notice of the
time and place of each Annual, Joint, Regular and Special Meeting to each Director in person, or
by mail, electronic mail, telegraph, or telephone, at least five (5) days before and not sooner than
fifty (50) days before such meeting; provided, however, that in the case of a Special Meeting
called because of an emergency or urgent necessity, notice will be provided as required by the
Texas Open Meetings Act.

Section 11. Quorum. A majority of the then acting Directors shall
constitute a quorum for the consideration of any matters pertaining to the Corporation’s
purposes. If at any meeting of the Board of Directors there is less than a quorum present, the
Chairman may adjourn the meeting from time to time. The act of a majority of the Directors
present at a meeting at which a quorum is present shall be the act of the Board of Directors,
unless the act of a greater number is required by law, the Articles of Incorporation, or these
Bylaws.

. Section 12. Voting. Directors must vote in person and proxy voting is
prohibited.
Section 13, Conduct of Business. At meetings of the Board of

Directors, matters pertaining to the Corporation’s purposes shall be considered.

At all meetings of the Board of Directors, the Chairman of the Board shall preside, and in
the absence of the Chairman of the Board, the Vice Chairman of the Board or the Vice Chairman
for Policy shall preside. In the absence of the Chairman of the Board and the Vice Chairmen of
the Board, a chairman shall be chosen by the Board of Directors from among the Directors
present.

The Secretary of the Corporation shall act as secretary of all meetings of the Board of
Directors, but in the absence of the Secretary, the Chairman may appoint any person to act as
secretary of the meeting.

The chairman of any meeting of the Board of Directors shall determine the order of
business and the procedure at the meeting, including, without limitation, conduct of the
discussion and the order of business pursuant to a duly posted agenda.

Section 14. Compensation of Directors; Expenses. Persons serving as
Directors shall not receive any salary or compensation for their services as Directors. A Director
shall be entitled to reimbursement for reasonable expenses incurred by the Director in carrying
out duties as a Director.
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ARTICLE IV
COMMITTEES

Section 1. Board Committees. The Board of Directors may from time
to time designate members of the Board of Directors to constitute committees that shall have and
may exercise such powers as a majority of the Board of Directors may determine in the
resolution that creates the committee; provided, however, that the Board of Regents must
approve the audit and ethics committee of the Corporation as required by applicable law and
further provided that the full UTIMCO Board shall fully review, discuss, and approve
performance compensation for UTIMCO officers and employees following careful consideration
and due diligence. The Board of Directors may appoint individuals who are not members of the
Board of Directors to any committee; provided, however, that a majority of the committee
members shall be members of the Board of Directors if such committee exercises the authority of
the Board of Directors in the management of the Corporation.

Other committees, not having and exercising the authority of the Board of Directors in
the management of the Corporation, may be designated and members appointed by a resolution
adopted by the Board of Directors. Membership of such committees may, but need not, be
limited to Directors.

Any Director appointed to a committee designated by the Board of Directors shall cease
to be a member of such committee when he or she is no longer serving as Director.

Section 2. Procedures; Meetings; Quorum. Any commiftee created by
the Board of Directors or these Bylaws, unless otherwise expressly provided herein, shall
(i) have a chairman designated by the Board of Directors, (ii) fix its own rules or procedures,
(iii) meet at such times and at such place or places as may be provided by such rules or by
resolution of such committee or resolution of the Board of Directors, and (iv) keep regular
minutes of its meetings and cause such minutes to be recorded in books kept for that purpose in
the principal office of the Corporation, and report the same to the Board of Directors at its next
Regular Meeting. At every meeting of any such committee, the presence of a majority of all the
members thereof shall constitute a quorum, and the affirmative vote of a majority of the
members present shall be necessary for the adoption by it of any action, unless otherwise
expressly provided in the committee’s rules or procedures or these Bylaws or by the Board of
Directors.

The Board of Directors may designate one or more Directors as alternate members of any
committee, who may replace any absent or disqualified member at any meeting of such
committee.

Section 3. Nominating Committee. The Chairman may appoint a
Nominating Committee to make recommendations to him or her on positions as requested.
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ARTICLEV
OFFICERS

Section 1. Number, Titles, and Term of Office. The officers of the
Corporation shall consist of a Chairman of the Board, a Vice Chairman for Policy, a Vice
Chairman of the Board, a President, a Secretary, a Treasurer, and such other officers and
assistant officers as the Board of Directors may from time to time elect or appoint. Such other
officers and assistant officers shall have such authority and responsibility as may be assigned to
them by the Board of Directors. Any two (2) or more offices may be held by the same
individual, except the offices of President and Secretary and the offices of Chairman and Vice
Chairman. Except for those officers elected at the organizational meeting (the “Organization
Meeting™), the term of office for each officer shall be until the next succeeding Annual Meeting
at which officers are elected. The term of office for those officers elected at the Organization
Meeting shall be that period of time beginning on the date of the Organization Meeting and
ending on the date of the first Annual Meeting. In any event, a duly-elected officer shall serve in
the office to which he or she is elected until his or her successor has been duly elected and
qualified.

Section 2. Removal. Any officer or agent or member of a committee
elected or appointed by the Board of Directors may be removed by the Board of Directors, but
such removal shall be without prejudice to the contract rights, if any, of the individual so
removed. Election or appointment of an officer or agent or member of a committee shall not of
itself create contract rights.

Section 3. Vacancies. Any vacancy occurring in any office of the
Corporation may be filled by the Board of Directors.

Section 4. Powers and Duties of the Chairman of the Board. The
Chairman of the Board shall preside at all meetings of the Board of Directors and shall have such
other powers and duties as may be assigned to such officer in these Bylaws or from time to time
by the Board of Directors. The Chairman of the Board shall be appointed by the Board of
Directors. No Director shall serve more than three (3) full one-year terms as Chairman.

Section 5. Powers and Duties of the Vice Chairman of the Board. The
Vice Chairman of the Board shall have such powers and duties as may be assigned to such
officer in these Bylaws or from time to time by the Board of Directors and shall exercise the
powers of the Chairman during that officer’s absence or inability to act. Any action taken by the
Vice Chairman in the performance of the duties of the Chairman shall be conclusive evidence of
the absence or inability to act of the Chairman at the time such action was taken. The Vice
Chairman of the Board shall be appointed by the Board of Directors. No Director shall serve
more than three (3) full one-year terms as Vice Chairman.

Section 6. Powers and Duties of the Vice Chairman for Policy. The
Chancellor of the System shall serve as Vice Chairman for Policy and shall coordinate those
responsibilities, including the appropriate resolution of policy issues, assigned to UTIMCO and
System by the Rules and Regulations of the Board of Regents and the Master Investment
Management Services Agreement with UTIMCO to facilitate UTIMCO’s performance of its
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core investment duties. The Vice Chairman for Policy shall exercise the powers of the Chairman
during the absence or inability to act of both the Chairman and the Vice Chairman of the Board.
Any action taken by the Vice Chairman in the performance of the duties of the Chairman shall be
conclusive evidence of the absence or inability to act of the Chairman and the Vice Chairman at
the time such action was taken.

Section 7. Powers and Duties of the President.  All references to the
President in this document shall mean the Chief Executive Officer of the Corporation. If the
positions of President and Chief Executive Officer are held by different individuals the
responsibilities designated to the President in these Bylaws shall be performed by the Chief
Executive Officer. Subject to the control of the Board of Directors, the President shall have
general executive charge, management, and control of the properties, business, and operations of
the Corporation with all such powers as may be reasonably incident to such responsibilities; shall
have the authority to agree upon and execute all leases, contracts, evidences of indebtedness, and
other obligations in the name of the Corporation subject to the approval of the Board of Directors
and the Executive Committee, if any; and shall have such other powers and duties as may be
designated in these Bylaws and as may be assigned to such officer from time to time by the
Board of Directors pursuant to a duly approved Delegation of Authority Policy.

Section 8. Powers and Duties of the Treasurer. The Treasurer shall
have custody of all of the Corporation’s funds and securities that come into such officer’s hands.
When necessary or proper, the Treasurer may endorse or cause to be endorsed, in the name and
on behalf of the Corporation, checks, notes, and other obligations for collection and shall deposit
or cause to be deposited the same to the credit of the Corporation in such bank or banks or
depositories and in such manner as shall be designated and prescribed by the Board of Directors;
may sign or cause to be signed all receipts and vouchers for payments made to the Corporation
either alone or jointly with such other officer as may be designated by the Board of Directors;
whenever required by the Board of Directors, shall render or cause to be rendered a statement of
the cash account; shall enter or cause to be entered regularly in the Corporation’s books to be
kept by such officer for that purpose full and accurate accounts of all moneys received and paid
out on account of the Corporation; shall perform all acts incident to the position of Treasurer
subject to the control of the Board of Directors; and shall, if required by the Board of Directors,
give such bond for the faithful discharge of such officer’s duties in such form as the Board of
Directors may require.

Section 9, Powers and Duties of the Secretary. The Secretary shall
keep the minutes of all meetings of the Board of Directors in books provided for that purpose;
shall attend to the giving and serving of all notices; in furtherance of the Corporation’s purposes
and subject to the limitations contained in the Articles of Incorporation, may sign with the
President in the name and on behalf of the Corporation and/or attest the signatures thereto, all
contracts, conveyances, franchises, bonds, deeds, assignments, mortgages, notes, and other
instruments of the Corporation; shall have charge of the Corporation’s books, records,
documents, and instruments, except the books of account and financial records and securities of
which the Treasurer shall have custody and charge, and such other books and papers as the
Board of Directors may direct, all of which shall be open at reasonable times to the inspection of
any Director upon application at the Corporation’s office during business hours; and shall in
general perform all duties incident to the office of Secretary subject to the control of the Board of
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Directors. The Secretary shall assure that current copies of the Corporation’s Articles of
Incorporation and Bylaws, Corporation Policies, Investment Policies approved by the Board of
Regents, Committee Charters, and Minutes of all meetings of the Corporation and Committees
are posted on the Corporation’s website. The Secretary will assure that all open meetings of the
Corporation are recorded and that recordings are available upon request.

ARTICLE VI
MISCELLANEOUS PROVISIONS

Section 1. Fiscal Year. The Corporation’s fiscal year shall be as
determined from time to time by the Board of Directors.

Section 2. Seal. The Corporation’s seal, if any, shall be such as may
be approved from time to time by the Board of Directors.

Section 3. Notice and Waiver of Notice. Whenever any notice is
required to be given by mail under the provisions of these Bylaws, such notice shall be deemed
to be delivered when deposited in the United States mail in a sealed postpaid wrapper addressed
to the person or Board of Regents entitled thereto at such person’s post office address, as such
appears in the records of the Corporation, and such notice shall be deemed to have been given on
the date of such mailing. A waiver of notice in writing signed by the person or persons entitled
to such notice, whether before or after the time stated therein, shall be deemed equivalent to
notice.

Section 4. Public Information. The Board of Directors shall comply
with applicable provisions of the Texas Public Information Act.

Section $. Open Meetings. The Board of Directors shall conduct open
meetings in accordance with Section 66.08(h), Texas Education Code. The Secretary is required
to provide public notice of such meetings in accordance with applicable law therewith.

ARTICLE VII
INDEMNIFICATION OF DIRECTORS AND OFFICERS

Section 1. Right to_Indemnification. Subject to any limitations and
conditions in these Bylaws, including, without limitation, this Article VII, each person who was
or is made a party or is threatened to be made a party to or is involved in any threatened, pending
or completed action, suit or proceeding, whether civil, criminal, administrative, arbitrative or
investigative (a “Proceeding™), or any appeal of such a Proceeding or any inquiry or
investigation that could lead to a Proceeding, by reason of the fact that he or a person of whom
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he is the legal representative, is or was a Director or officer of the Corporation, or while a
Director or officer of the Corporation is or was serving at the request of the Corporation as a
director, officer, partner, venturer, proprietor, trustee, employee, agent, or similar functionary of
another foreign or domestic corporation, parinership, joint venture, sole proprietorship, trust,
employee benefit plan or other enterprise, shall be indemnified by the Corporation to the fullest
extent authorized by the Act, as the same exists or may hereafter be amended (but, in the case of
any such amendment, only to the extent that such amendment permits the Corporation to provide
broader indemnification rights than said law permitted the Corporation to provide prior to such
amendment), against judgments, penalties (including excise and similar taxes), fines, settlements
and reasonable expenses (including, without limitation, attorneys’ fees) actually incurred by such
person in connection with a Proceeding, but if the Proceeding was brought by or in behalf of the
Corporation, the indemnification is limited to reasonable expenses actually incurred or suffered
by such person in connection therewith, and indemnification under these Bylaws shall continue
as to a person who has ceased to serve in the capacity which initially entitled such person to
indemnity hereunder. In no case, however, shall the Corporation indemnify any person, or the
legal representatives of any person, with respect to any matters as to which such person shall be
finally adjudged in any such Proceeding to be liable on the basis that personal benefit resulted
from an action taken in such person’s official capacity, or in which such person is found liable to
the Corporation. Any person entitled to indemnification pursuant to this Article VII is
sometimes referred to herein as an “Indemnified Person.”

Section 2. Advance Payment. An Indemnified Person’s right to
indemnification conferred in this Article VII shall include the right to be paid or reimbursed by
the Corporation the reasonable expenses incurred by an Indemnified Person who was, is or is
threatened to be made a named defendant or respondent in a Proceeding in advance of the final
disposition of the Proceeding; provided, however, that the payment of such expenses incurred by
an Indemnified Person in advance of the final disposition of a Proceeding shall be made only
upon delivery to the Corporation of a written affirmation by such Indemnified Person of his or
her good faith belief that he or she has met the standard of conduct necessary for indemnification
under this Article VII and a written undertaking by or on behalf of such Indemnified Person to
repay all amounts so advanced if it shall ultimately be determined that such Indemnified Person
is not entitled to be indemnified under this Article VII or otherwise.

Section 3. Appearance as a Witness. Notwithstanding any other
provision of this Article VII, the Corporation may pay or reimburse expenses incurred by an
Indemnified Person in connection with his or her appearance as a witness or other participation
in a Proceeding at a time when the Indemnified Person is not a named defendant or respondent in
the Proceeding.

Section 4. Nonexclusivity of Rights. The right to indemnification and
the advancement and payment of expenses conferred in this Article VII shall not be exclusive of
any other right which an Indemnified Person may have or hereafter acquire under any law
(common or statutory), the Articles of Incorporation, the Bylaws, agreement, vote of
disinterested Director or otherwise.

Section 3. Insurance. The Corporation may purchase and maintain
insurance, at its expense, to protect itself or any Indemnified Person, whether or not the
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Corporation would have the power to indemnify such person against such expense, liability or
loss under this Article VIL

Section 6. Savings Clause. If this Article VII or any portion hereof
shall be invalidated on any ground by any court of competent jurisdiction, then the Corporation
shall nevertheless indemnify and hold harmless each Indemnified Person as to costs, charges and
expenses (including attorneys’ fees), judgments, fines, and amounts paid in settlement with
respect to any action, suit or proceeding, whether civil, criminal, administrative or investigative
to the full extent permitted by any applicable portion of this Article VII that shall not have been
invalidated and to the fullest extent permitted by applicable law.

ARTICLE VII
AMENDMENTS

Section 1. Amendment. These Bylaws may be altered, amended, or
repealed by the Board of Directors with the approval of the Board of Regents. A request by the
Board of Regents to consider an alteration, amendment, or repeal of these Bylaws will be
considered at the next regular meeting of the Corporation or at a special meeting called for that
purpose.
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Récommendation of Distribution Amount and Rates

PUF

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

As shown in the table below the average annual refurn of the PUF investments for the trailing twelve
quarters ending February 28, 2011 has not exceeded the Expected Return by 25 basis points or more
(2.25%).

Trailing 12 -
Quarters Ending Expected or
Fehruary 28, 2011 Benchmarks Excess (Deficit)
Average Annual Rate of Relurn 2.02% 8.82% -6.80%

Therefore, as outlined in the PUF Investment Policy, the amount fo be distributed from the PUF for Fiscal
Year 2011-2012 is $497,032,518 as calculated below:

Quarter Ended Net Asset Value
513172008 12,245,951,162
8/31/2008 11,359,463,077
11/30/2008 8,837,574,480
212812009 8,286,887,451
5/3112009 9,143,803,884
8/31/2009 0,673,908,334
11/30/2009 10,341,053,437
212812010 10,470,038,500
5/3112010 10,524,153,261
813112010 10,724,962.438 .
1113012010 11,619,582,822
212872011 12,338,732,852
$  125,566,109,698
Number of quarters 12
Average Net Asset Value $ 10,463,842,475
Disfribution Percentage . A4.75%
FY 2011-12 Distribution $ 497,032,518

However, due fo a record year of PUF Lands’ lease sales and royalty income, strong investment
performance by UTIMCO, and the constrained State budget situation for the next biennium, it is
recommended that an addifional 0.75%, or $76,478,818, be distributed from the PUF to the AUF for Fiscal
Year 2011-12 for a total distribution of $575,511,336 or 5.50% of the trafling 12 - quarter average of the net
asset value of the Fund for the quarter ending February 2011.



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

1. The amount of PUF distributions fo the AUF in a fiscal year must be not less than the amount needed
to pay the principal and interest due and owing in that fiscal year on PUF bonds and notes. The
proposed distribution of $575,511,336 is substantially greater than PUF bond debt service of
$187,277,934 projected for FY 2011-2012.

System Debt Service
U.T. § 108,542,591
TAMU 78,735,243
Total $ 187,277,934
Sources: U. T. System Office of Finance
Texas A&M University System Office of Treasury
Services

2. The Board of Regents may not increase annual PUF distributions to the AUF (except as necessary to
pay PUF debt service) if the purchasing power of PUF investments for any rolling 10-year period has
not been preserved. As the schedule below indicates, the average annual increase in the rate of
growth of the value of PUF investments (net of expenses, inflation, and distributions) for the traifing
10-year period ended February 28, 2011 was 2.29%, which indicates that the purchasing power test

was met,

Average Annual Percent
Rate of Total Retum 6.94%
Mineral Interest Receipts 2.65%
Expense Rate {0.33)% (1)
Inflation Rate (2.33)%
Distribution Rate (4.64)%
Net Real Refurn 2.29%

{1} Theexpense rate as shown is a ten year annualized average
and includes all PUF Investment and PUF Land expenses,
including the UTIMCQ management fee, paid directly by the
PUF, Management fees that are nefled from assef valuafions,
and are not paid directly by the PUF are not included, as they
are a reduction fo the Rafe of Total Refun.

3. The annual distribution from the PUF to the AUF during any fiscal year made by the Board of
Regents may not exceed an amount equal to 7% of the average net fair market value of PUF
investment assets as determined by the Board of Regents, {except as necessary fo pay PUF bond
debt service). The annual distribution rate calculated using the trailing 12 - quarter average value
of the PUF is within the 7% maximum allowable distribution rate.



Proposed

Distribufion
asa % of Maximum
Value of PUF Proposed Value of PUF Allowed
Investments (1) Distribution investments Rate
$10,463,842,475 $675,511,336 5.50% 7.00%

(1) Source: UTIMCO

LTF AND PHF

The spending policy objectives of the LTF and PHF are to:

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

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

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

The spending formula under the Long Term Fund (“LTF") Investment Policy and the Permanent Health
Fund ("PHF") Investment Policy increases distributions at the rate of inflation subject to a distribution range
of 3.5% to 5.5% of the average market value of the LTF assefs and PHF assets for each fund’s respective
trailing twelve fiscal quarters. The Board of Regents has full authority fo alfer distribution rates at their sole
discretion.

We are recommending a 1.4% increase in the LTF disfribution rate from $0.3172 to $0.3215 per unit. The
increase is recommended based on the LTF's Investment Policy to increase the distributions by the
average rate of inflation for the trailing twelve quarters. The LTF's distribution rate calculated using the
prior twelve quarter average value of the LTF is 5.2%, within the range of 3.5% fo 5.5% set forth in the LTF
Investment Policy. The increase in the consumer price index for the prior three years as of November 30,
2010, was 1.4%.

We are recommending a 1.4% increase in the PHF distribution rate of $.0554 to $.0561 per unit.  The

PHF’s distribution rate calculated using the prior twelve quarter average value of the PHF is 5.0%, within
the range of 3.5% to 5.5% set forth in the PHF Investment Policy.

ITF

We are recommending that the distribution rate for the Intermediate Term Fund (“ITF") remain at 3.0% for
fiscal year 2012.
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Report from Compensation Committee, including Discussion and Appropriate Action
Related to the CEOQ's Base Salary for 2011-12 fiscal year; Discussion and
Appropriate, Action Related to CEO's Qualitative Performance Goals for the
Performance Period ended June 30, 2012; Discussion and Appropriate Action
Related to Appendix D of the UTIMCO Compensation Program, effective July 1,
2011; Discussion and Appropriate Action Related to Proposed Amendments to the
Charter of the Compensation Committee

Zimmerman, Moeller, Gonzalez
Ferguson
Action item

The Compensation Committee (the “Committee”) will meet on July 7, 2011, The
Committee’s agenda includes (1) discussion and appropriate action related to
minutes; (2) discussion and appropriate action related to base salaries for the
UTIMCO Officers and Other UTIMCO Compensation Program the (*Plan”)
Participants for the 2011-2012 fiscal year; (3} discussion and appropriate action
related to CEQ's Qualitative Performance Goals for the Performance Period ended
June 30, 2012; (4) discussion and appropriate action related to Appendix D of the
UTIMCO Compensation Program, effective July 1, 2011; and (5 discussion and
appropriate action related to. proposed amendments fo the Charter of the
Compensation Committee.

Base Salaries. The Committee will report on its action related to the base salaries
for all UTIMCO officers and Plan Participants (other than the CEO) for the 2011-12
fiscal year. The Committee will request that the Board take appropriate’ action
related to the CEQ’s base salary. Staff contacted Nanci Hibschman with Mercer for
expected salary adjustments. Ms. Hibschman analyzed actual 2010/2011 base
salary increases and expected 2011/2012 base salary increases from three industry
sectors: finance/banking, not-for-profit and endowmentffoundation investment
groups. All data were sourced from Mercer's most recent survey databases.

CEO’s Qualitative Performance Goals. The Committee will present and
recommend the approval of the CEO's goals to the UTIMCO Board. The Committee
will discuss with Mr. Zimmerman his Qualitative Performance Goals for the 2011-12
Performance Pariod. Section 5.4. of the Plan requires that the CEO’s performance
goals be determined and approved by the UTIMCO Board. There are three
categories of performance goals in the Plan: (1) entity performance; (2} asset class
performance; and (3) qualitative performance. Qualitative Performance Goals may
be established in one or more of the following areas: leadership, implementation of
operational goals, management of key strategic projects, effective utilization of
human and financial resources, and UTIMCO's investment performance relative fo
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the Peer Group. The CEO's Qualitative Performance Goals will be reviewed in
Execufive Session with the UTIMCO Board.  The Entity and Asset Class
Performance Goals are included in the Plan in Appendix D, Table 2.

Appendices C, D and E of the Plan. The Committee will report on is actions
related to Appendices C, D and E. Appendix D, Table 2, sets forth two of the
Performance Goals categories referenced in Section 5.4.(b) of the Plan for the Plan
Participants: the Entity Petformance and the Asset Class/investment Type
Performance Goals, including the benchmarks for Asset Class/Investment Type and

“the Threshold, Target, and Maximum Performance Standards for the Total
Endowment Funds, Infermediate Term Fund, and the Asset Class/investment
Types. Staff is recommending a benchmark change to the Real Estate Asset Class
and an update for the Total Endowment Fund Policy Portfolio Weight.  These
updated Benchmark and Policy Portfolio Weights are consistent with Staff's
proposed target adjustments in Exhibits A of the Permanent University Fund and
General Endowment Fund Investment Policy Statements. It is anticipated that the
UTIMCO Board will approve the recommended targets at its meeting held July 14,
2011 and that the recommended new targets will be adopted by the Board of ,
.Regents of The University of Texas System at its August 18-18, 2011, meeting.
Changes in the Policy Portfolio Weights and Benchmarks follow the changes in the
Exhibits A of the Endowment Funds and the Intermediate Term Fund Investment
Policy Statements. Aithough the change has no effect on prior year performance
standards and calculations, Staff is also adjusting the [TF's Policy Portfolio Weights
in Table 2, retroactive to the prior Performance Period, for Investment Grade Fixed
Income and Developed Country Equity. The actual entity benchmarks used for the
calculation of performance will be based on Exhibit A of the 1TF.

Appendix C, Table 1, sets forth the Eligible Positions, Weightings, Incentive Award
Opportunities, and Percentage of Award Deferred for each Eligible Position. Staff is
not proposing any changes to Table 1.

Appendix E, Table 3, sets forth the Eligible Positions of Affected Participants. Table
3 is required to be revised each Performance Period fo identify the Eligible Positions
whose Performance Incenfive Awards are subject to automatic adjustment as to
timing and amount pursuant to Section 5.11. of the Plan. Staff is not recommending
any changes to Table 3 other than updating the effective date.

Charter of the Compensation Committee. The Committee will report on its action
related to the Charter of the Compensation Commlttee The following changes to
the Charter are proposed by staff:

» Page 1; added language consistent with the Corporation’s Bylaws that allows
individuals who are not members of the UTIMCO Board fo be appointed to the
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Committee; provided that a majority of the Committee members are members of
the UTIMCO Board

s Page 2; added language related to the Committee’s responsibility to select a
qualified compensafion consultant to advise the Committee and periodically
perform a benchmarking study

e Page 2; added language fo require the Committee to periodically review its
Charter and performance, and authorize it fo perform other necessary activities
consistent with its Charter '

« Other minor editorial changes

The Committee will request appropriate action from the Board related to: (1) the
CEOQ's Base Salary for 2011-12 fiscal year; (2) the CEO's Qualitative Performance
Goals for the Performance Period ended June 30, 2012; (3) the updated Appendix D
of the Plan with an effective date of July 1, 2011; and (4) the Charter of the
Compensation Committee

Appendices C, D and E of the Plan
Charter of the Compensation Committee
Compensation materials will be provided for executive session



RESOLUTION REGARDING CORPORATIONS’S CEO’S BASE
SALARY

RESOLVED, that the Board of Directors of UTIMCO hereby approves the Base
Salary of the Corporation’s CEO for the Fiscal Year 2011-2012 in the amount of

$ .




RESOLUTION RELATED TO THE CEO’S QUALITATIVE PERFORMANCE
GOALS FOR THE PERFORMANCE PERIOD ENDED JUNE 30, 2012

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

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

WHEREAS, the Board has reviewed the CEO's Qualitative Performance Goals for the
Performance Period ended June 30, 2012, as prepared by the CEO, and recommended by
the Committee and set forth in the document presented fo the Board.

NOW, THEREFORE, be i:
RESOLVED, that the Board approves the Qualitative Performance Goals for the CEO for

the Performance Period ended June 30, 2012, effective as of July 1, 2011, as set forth in
the document presented to the Board.




RESOLUTION RELATED TO AMENDMENTS TO
UTIMCO COMPENSATION PROGRAM APPENDICES

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

WHEREAS, Section 5.3.(a) of the Plan requires Table 1 to be revised each Performance
Period to set forth the Eligible Positions, the weightings for the Eligible Positions, the
Incentive Award Opportunities, and any Applicable Deferral Percentage for each Eligible
Position, for that Performance Period as soon as administratively practicable after
confirmation of such Eligible Positions by the Board for such Performance Period and to be
attached as Appendix C to the Plan; and

WHEREAS, Section 5.8.(b)(1) of the Plan requires Table 2 fo be revised, as necessary, for
subsequent Performance Periods to reflect new benchmarks, as well as threshold, target,
and maximum performance standards, in effect during the three-year rolling historical
period, culminating with the subsequent Performance Period and to be attached as
Appendix D to the Plan; and

WHEREAS, Section 5.11.(3) of the Plan requires Table 3 to be revised each Performance
Period to identify the Eligible Positions whose Performance Incentive Awards are subject to
automatic adjustment as to timing and amount pursuant to the Plan provisions pertaining to
extraordinary circumstances and to be attached as Appendix E to the Plan; and

WHEREAS, the Board has determined that no revisions to Appendix C and Appendix E,
Tables 1 and 3, respectively, are required; and

WHEREAS, the Board has reviewed the revised Table 2, and approves the amendments as
recommended by the Compensation Committee.

NOW, THEREFORE, be it:

RESOLVED, the updated and amended Table 2, a copy of which is attached hereto, is
hereby adopted and approved to replace the current Appendix D, effective as of July 1,
2011.




RESOLUTION RELATED TO CHARTER OF
THE COMPENSATION COMMITTEE

RESOLVED, that the amendments to the Charter of the Compensation
Committee be, and are hereby approved, in the form submitted to the

Corporation’s Board of Directors.




Appendix C

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



TABLE 1 (For the Performance Periods beginning after June 30, 2010)

Weighting Percentage
Asset Class/  Qualitative Incentive Award Opportunity (% of Salary) of Award
Thigible Position Batity  InvestmentType (lndividual) < Threshold Threshold Target  Maximum  Deferred
Investment Professionals
CEQ & Chief Investment Officer 60% 0% 40% 0% 0% 100% 300% 50%
President & Deputy CIO 40% 0% 20% 0% 0% 9% 250% 50%
Managing Director - Investments 0% 4% 30% % % 85% 215% 4%
Managing Director - Private Investments 30% 30% 40% 0% 6% 85% 215% 0%
Senior Director - Investments 5% 35% 40% 0% 0% 60% 150% 35%
Senior Portfolic Marager 0% 40% 4% 0% 0% 0% 150% 35%
Senior Director - Risk Management 30% % % 0% 0% 50% 135% 35%
Portfolio Manager A% 40% 40% 0% 0% 50% 130% 30%
Director - Investiments 20% 40% 40% 0% 0% 50% 130% 30%
Director - Private Investinents 20% 30% 50% % 0% 30% 130% 30%
Director - Risk Management 0% 0% 0% % 0% 0% 90% 30%
Senior Associate - Investments 15% 35% 0% % 0% 40%% 9% 20%
Senjor Associate - Private Investments 15% 25% 60% 0% % 40% 0% 20%
Senior Associate - Risk Management 30% 0% % 0% % 4% 0% 20%
Associate - Investments 15% 30% 55% 0% 0% 35% 85% 15%
Associate - Private Investments 15% 20% 65% 0% 0% 35% 85% 15%
Associate - Risk Management 30% 0% % 0% 0% 35% 0% 15%
Senior Analyst - Investments 10% 20% 0% 0% 0% 30% 60% 0%
Analyst - Tnvestments 10% 0% % % 0% 5% 0% 0%
Analyst - Rigk Management 0% 0% 0% % 0% 5% 50% 0%
Operations/Support Profsssionals
Senior Managing Director 20% 0% 80% 0% 0% 0% 120% 40%
Managing Director 0% % 80% 0% 0% 50% 100% 30%
General Counsel & Chief Compliance Cffcer 0% % 100% 0% 0% 50% 100% 30%
Senior Manager 20% 0% 80% 0% 0% 40% 0% 25%
Manager 20% 0% 30% 0% 0% 40% 80% 25%
Senior Financial Analyst 20% 0% 30% 0% 0% 0% 0% 20%




Appendix D

Benchmarks for Asset Class/Investment Type
Threshold, Target, and Maximum Performance Standards
(for Performance Periods beginning on or after July 1, 2008)

Performance Standards for Intermediate Term Fund
(for Performance Periods beginning on or after July 1, 2008)



UPDATED TABLE 2 (7/1/08 through-6/36/11 8/31/11)

Policy Portfolio Weizhts Performance Standards
‘Fotal Endowment ’
Assets HF
Asset Class/Inves tment Type Benchmark {% of Portfolio} (% of Portiolio) Threshotd Target Maximum
Entity: Benchmark (Total Endowment Funds)  Policy Porifolio nfa n/a +0bps +35 bps +223 bps
Entity: Benchmark (ntermediate TemFund}  Policy Pontfolie n/a nla +0bps +30bps +150 bps
investment Grade Fhed Income Barclays Capital Global Aggregate Index 7.5% 30.6% +hps +25bps +62.5 bps
Real Estate FTSE EPRAMNAREIT Developed Index 2.5% 5.0% +0bps +62.5 bps +150bps
Natural Resources 50% Dow jones-UBS Commodity Total £.5% 1.5% +0bps +62.5bps +130bps
Retum Index and 50% MSCI World
Natural Resources Index
Developed Country Equity MSCI World Indexwith net dividends 195% 15.0% +Hbps 625 bps +150 bps
Emerging Markets Equity MSCE Frmerging Markets with et 12.0% 1.5% +(hps +625bps +150bps
dividends
Hedge Funds (Less Correlated & Constrained  Hedge Fund Research Indices Fund of 20.0% 35.0% +0bps +75 bos +250 bps
Investments} Fands Composite Index?*
Private Investments (excludes Reai Estate) Venture Economics Custom Index 200% 0% +“0bps +100 bps +350 bps
Private Tnvestments Real Estate NACREFF Custom index 20% 0% “Obps +100bps +325bps
Specific asset class benchmarks:
Credit-Related Fixed Income Rarclays Capitel Global High Yield Index +0bps +37.5bps +100bps
Intemal Investment Grade Fied Income US Barclays Capltal Aggregate +0bps +25 bps +30bps
* ¥or the Performance Period beginning 7/01/2008 through 12/31/2008, the benchmark is MSCI Investable Hedge Fund Index
UPDATED TABLE 2 (9/1/11 through 6/30/12)
Policy Portfolio Weinlts Performance Standards
Total Endowment F
Assets
Assct Class/Inves tment Type Benchimark (% of Portfolic) (% of Pevtfolio) Threshold Target Maxdmum
Entity: Renchrmark {Total Endowment Funds)  Policy Portfolio nfa n/a Hbps  +73bps  +225Dbps
Entity: Benchmark {Intermediate Term Fund) Policy Portfotio nfa nfa +0bps  +50bps  +150bps
[nvestment Grade Fied Income Barclays Capitzl Global Apgregate Index 7.5% 300bps +350bns  +0bps  +25bps  +62.5bps
Real Estate FTSE EFRA/NAREIT Developed Index 2.5% 5.0% +Obps +625bps  +150bps
NET TRI USD
Natural Resources 50% Dow Jones-UBS Commodity Totat 6.5% 7.5% +ibps  H625bps  +150bps
Return Index and 50% MSCI World
MNatural Resources Index
Developed Country Equity MSECI World Index with net dividends +19:5bps +18.5 bps 150bps +10.0bns  +0bps  H625bps  +HIS0 bps
Emerging Markets Equity MSCI Emerging Markets with net 12.0% 7.5% +Hbps 4+625bps  +150bps
dividends
Hedge Funds (Less Corelated & Constrained  Hedge Fund Rescarch Indices Fund of 30.0% 35.0% +Hbps  #75bps  +250bps
Investments) Funds Composite Index®
Private Investments {excludes Real Estate) Venture Fconemics Custom Index 200% % +0bps  +l00bps +350bps
Private Investinents Real Estate NACREIF Custom index 42:0bps +3.0bps 0% +0bps  +i00bps 325 bps
Ypecific asset class benchmarks:
Credit-Related Fixed Income Barclays Capital Global High Yield Index +0bps  +315bps  +100bps
Internal Investment Grade Fixed Income US Barclays Capital Aggregate +0bps  +25bps  +50bps




Appendix E

Eligible Positions of Affected Participants



TABLE 3 (7/4/10-through-6/36/11)(For the Performance Periods beginuing after June 30,
2011)

Eligible Position

Investment Professionals
CEO & Chief Investment Officer
President & Deputy CIO
Managing Director
Managing Director - Private Investments
Senior Director, Investment
Senior Portfolio Manager
Senjor Director, Risk Management
Portfolio Manager
Director, Invesiment
Director - Private Investments
Director, Risk Management

Operations/Support Professionals
Senior Managing Director
Managing Director
General Counsel & Chief Compliance Officer
Senior Manager
Manager
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The University of Texas Investment Management Company

Charter of the Compensation Committee

Background

The Board of Directors (the “Board”) of The University of Texas Investment Management Company
{the “Corporation”) established a Compensation Committee (the “Committee”) on August 30, 1996.
The Commitiee's responsibilities were enumerated and documented in the August 30, 1996 Board
minutes. This Charter, adopted by the Board on May-26—2004July 13, 2011, supercedes
supersedes the Charter adopted by the Board on May 26, 2004, {The Commitiee’s enumerated
responsibilities were initially set forth in the August 30, 1996 Board minutes.

Purpose

The primary purpose of the Committee is to provide oversight of the compensation system for
officers and employees of the Corporation.

Composition

The Committee shall be composed of three members of the Board appointed from time to time by a
i majority vote of the Board at a meeting at which a quorum is present. Individuals who are not

members of the Board may be appointed to the Committee; provided however, a maiority of the
Committee members shail be members of the Board. A member may be removed with or without
cause at any time by a majority vote of the Board.

Meetings; Quorum; Etc.

! The Corporation’s Bylaws state that any committee created by the Board or the Bylaws, including
the Committee, shall (i) have a chairman designated by the Board, (if) fix its own rules or
procedures, (iif) meet at such times and at such place or places as may be provided by such rules

or by resolution of such committee or resolution of the Board, and {iv) keep regular minutes of its
meetings and cause such minutes to be recorded in books kept for that purpose in the principal

l office of the Corporation, and report the same to the Board at its next sueeeeding-reqular mesting.

At every meeting of any such committee, the presence of a majority of all the members thereof
shall constitute a quorum, and the affirmafive vote of a majority of the members present shall be
necessary for the adoption by it of any action, unless otherwise expressly provided in the
committee's rules or procedures or the Bylaws of the Corporation or by the Board. The Board may
designate one or more Directors as alternate members of any committee, who may replace any
absent or disqualified member of such committee. In the absence or disqualification of a member
of a committee, the member or members present at any meeting of the committee and not
disqualified from vofing, whether or not constituting a quorum, may unanimously appoint the
designated alternate Director to act at the mesting in the place of the absent or disqualified
member.

| UTIMCO 07/13/11 1
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Duties and Responsibilities
The Committee has the following duties and responsibilities:

o Recommend fo the Board the UTIMCO Compensation Program and any amendments
thereto

o Select a qualified compensation consultant fo advise the Committee and periodically
perform a salary benchmarking study

e Recommend fo the Board the base salary and performance cempensatior-incentive award
of the President—and—Chief Executive Officer_and Chief Investment Officer of the
Corporation

+ Approve the base salaries of all officers (except the Presideat-and-Chief Executive Officer
and Chief Investment Officer) of the Corporation

afal Ao )

.
nnnnnnnnnnnnnnnnn

¢ Recommend to the Board the Eligible Employees who are to be granted performance
incentive awards under the Performance Sempensation-lncentive Plan

» Approve the Performance Compensatien-Incentive Plan awards for alf eligible employees
except the President-and-Chief Executive Officer and Chief Investment Officer

» Provide the Board with full supporting materials for each of the foregoing
recommendations in sufficient time to allow such materials fo be considered by the Board
prior to its full discussion and review of such recommendations.

Determination of performance compensation for employees not included in the Performance
Compensation-Incentive Plan is delegated to Corporation management.

Other Duties

The Committee will evaluate the Committee’s performance on a periodic basis, periodically review
the adequacy of this Charter and submif this Charter to the Board for its approval; and perform any ofher
activities consistent with this Charter, the Corporation’s Bylaws, and applicable laws as the Committee or
the Board deems necessary or appropriate.

Approved by the Board of Directors on July 14, 2011.

| UTIMCO 07/13/11 2







Agenda ltem:

" Developed By:

- Presented By:

:- Type of ltem:

- ‘Description:

... Discussion:

- Recommendation:

R_eference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 14, 2011

Report from Audit and Ethics Committee, including Discussion and Appropriate

Action Related to Corporate Auditor

Zimmerman, Gonzalez, Moeller

Foster
Action item related to Engaging Corporate Auditor; Discussion item on other items

An Audit and Ethics Committee ("Committee”) meeting will be held on July 7, 2011.
The Committee's agenda includes the following: (1) discussion and appropriate
action related to minutes; (2} discussion and appropriate action related to engaging
corporate external auditor; (3) report by UT System Audit Office related to reports
issued, update on 2011 audit plan and discussion and appropriate action related to
audit plan for fiscal year 2012; (4) report from Deloitte and Touch, LLP ("Deloitte”) on
2011 Audits; (5) update of compliance, reporting, and audit issues; {6) discussion
and appropriate action related to base salary, performance incentive plan
participation, and performance goals for the General Counsel and Chief Compliance
Officer for the 2011-12 fiscal year; and (7) presentation of unaudited financial
statements for the nine months ended May 31, 2011 for the Funds and the
Corporation

The Committee will discuss hiring Deloitte as the corporate auditor. If approved by
the Committee and the Board, FY 2011 will be the fifth year that Deloitte serves as
the Corporation’s independent auditor. Estimated fees for the 2011 audit services
are $31,500 plus out-of-pocket expenses, an increase of $1,500 from the 2010
audit. Tom Wagner, Deloitte engagement pariner, will give a report fo the
Committee on the progress and plan for the 2011 Funds' audits.

UT System Audit Office will present fo the Committee its 2012 internal audit plan
and 2011 activities. The Committee will also discuss and take action related to the

- General Counsel and Chief Compliance Officer’s base salary, performance incentive

plan participation, and performance goals for the 2011-12 fiscal year.

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

Committee wili request appropriate action refated to the hiring of Deloitte & Touche
LLP as the corporate auditor

Deloitte & Touche LLP Engagement Letter; Quarterly Compliance Reports



RESOLUTION RELATED TO INDEPENDENT AUDITOR
FOR THE CORPORATION

RESOLVED, that the firm of Deloitte & Touche LLP be, and is
hereby, engaged as the independent auditor of the Corporation for
the year ended August 31, 2011.




Deloitte.

JPMorgan Chase Tower

2200 Ross Avenue, Suite 1660
Pallas, TX 75201-6778

USA

June 27, 2011 Tel: +1 214 840 7000
www.deloitte.com

Ms. Joan Moeller

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

Austin, TX 78701

Dear Ms. Moeller:

Deloitte & Touche LLP (“D&T” or “we” or “us™) is pleased to serve as independent auditors for The
University of Texas Investment Management Company (“UTIMCO” or the “Company”). Mr. Thomas
Wagner will be responsible for the services that we perform for the Company hereunder.

In addition to the audit services we are engaged to provide under this engagement letter, we would also be
pleased to assist the Company on issues as they arise throughout the year. Hence, we hope that you will
call Mr. Wagner whenever you believe D&T can be of assistance.

The services to be performed by D&T pursuant to this engagement are subject to the terms and conditions
set forth herein and in the accompanying appendices. Such conditions shall be effective as of the date of
the commencement of such services.

Audit of Financial Statements

Our engagement is to perform an audit in accordance with auditing standards generally accepted in the
United States of America (“generally accepted auditing standards™). The objective of an audit conducted
in accordance with generally accepted auditing standards is to express an opinion on the fairness of the
presentation of the Company’s financial statements for the year ending August 31, 2011, in conformity
with accounting principles generally accepted in the United States of America (“generally accepted
accounting principles™), in all material respects.

Appendix A contains a description of our responsibilities and an audit under generally accepted auditing
standards. :

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

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

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

Member of
Deloitte Touche Yohmatsu



The University of Texas Investment Management Company
June 27,2011
Page 2

Responsibility of the Audit and Ethics Committee

As independent auditors of the Company, we acknowledge that the Audit and Ethics Committee is
directly responsible for the appointment, compensation, and oversight of our work, and accordingly,
except as otherwise specifically noted, we will report directly to the Audit and Ethics Committee. You
have advised us that the services to be performed under this engagement letter, including, where
applicable, the use by D&T of affiliates or related entities as subcontractors in connection with this
engagement, have been approved by the Audit and Ethics Committee in accordance with the Audit and
Ethics Committee’s established preapproval policies and procedures.

Communications with the Audit and Ethics Committee

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

Fees

We estimate that our fees for the audit of the Company’s financial statements will be $31,500, plus
expenses. Engagement-related expenses, such as travel, lodging, transportation, meals, telephone, typing,
etc., will be billed in addition to the fees and will be stated separately on the invoices.

Our continued service on this engagement is dependent upon payment of our invoices within 30 days of
the date of the invoice. To the extent that certain circumstances, as listed in Appendix D, arise during this
engagement, our fee estimate also may be significantly affected, and additional fees may be necessary.
We will notify you promptly of any circumstances we encounter that could significantly affect our
estimate and discuss with you any additional fees, as necessary. Additional services provided beyond the
scope of services described herein will be billed separately.

Inclusion of D&T Reports or References to D&T in Other Documents or Electronic Sites

If the Company intends to publish or otherwise reproduce in any document our report on the Company’s
financial statements, or otherwise make reference to D&T in a document that contains other information
in addition to the audited financial statements (e.g., in a periodic filing with a regulator, in a debt or equity
offering circular, or in a private placement memorandum), thereby associating D&T with such document,
the Company agrees that its management will provide D&T with a draft of the document fo read and
obtain our approval for the inclusion or incorporation by reference of our report, or the reference to D&T,
in such document before the document is printed and distributed. The inclusion or incorporation by
reference of our report in any such document would constitute the reissuance of our report. The Company
also agrees that its management will notify us and obtain our approval prior to including our report on an
electronic site.

Our engagement to perform the services described herein does not constitute our agreement to be
associated with any such documents published or reproduced by or on behalf of the Company. Any
request by the Company 1o reissue our report, to consent to its inclusion or incorporation by reference in
an offering or other document, or to agree to its inclusion on an electronic site will be considered based on
the facts and circumstances existing at the time of such request. The estimated fees outlined herein do not
include any services that would need to be performed in connection with any such request; fees for such
services (and their scope) would be subject to the mutual agreement of the Company and D&T at such
time as D&T is engaged to perform the services and would be described in a separate engagement letter.



The University of Texas Investment Management Company
June 27, 2011
Page 3
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This engagement letter, including Appendices A through F attached hereto and made a part hereof,
constitutes the entire agreement between the parties with respect to this engagement and supersedes all
other prior and contemporaneous agreements or understandings between the parties, whether written or
oral, relating to this engagement.

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

Yours truly,
Deboctte ¢ Foneek oo

By your signature below, you confirm that the Company, through its Audit and Ethics Committee, has
expressly authorized you to enter into this agreement with us on the Company’s behalf.

Accepted and agreed to by the Company:

By:

Title:

Date:




APPENDIX A

DESCRIP'I;ION OF OUR RESPONSIBILITIES AND AN AUDIT UNDER GENERALLY
ACCEPTED AUDITING STANDARDS

This Appendix A is part of the engagement letter dated June 27, 2011 between Deloitte & Touche LLP
and the University of Texas Investment Management Company and approved by the Audit and Ethics
Committee of the UTIMCO Board of Directors and the management of UTTMCO,

Our Responsibilities

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

Components of an Audit
An audit includes the following:

e  Obtaining an understanding of the Company and its environment, including internal control,
sufficient to assess the risks of material misstatement of the financial statements and to design the
nature, timing, and extent of further audit procedures

s  Consideration of internal control over financial reporting, as a basis for designing audit procedures
that are appropriate in the circumstances but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting

« Examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements

e Inquiring directly of the Audit and Ethics Committee regarding its views about the risks of fraud and
whether the Audit and Ethics Committee has knowledge of any fraud or suspected fraud affecting the
Company

e Assessing the accounting principles used and significant estimates made by management
« Evaluating the overall financial statement presentation.

Reasonable Assurance

We will plan and perform our audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement, whether caused by error or fraud. However, because of the
characteristics of fraud, a properly planned and performed audit may not detect a material misstatement.
Therefore, an audit conducted in accordance with generally accepted auditing standards is designed to
obtain reasonable, rather than absoluie, assurance that the financial statements are free of material



misstatement. An audit is not designed to detect error or fraud that is immaterial to the financial
statements, nor is it designed to provide assurance on internal control or to identify deficiencies in internal
control.



APPENDIX B

MANAGEMENT'S RESPONSIBILITIES

This Appendix B is part of the engagement letter dated June 27, 2011 between Deloitte & Touche LLP
and the University of Texas Investment Management Company and approved by the Audit and Ethics
Committee of the UTIMCO Board of Directions and the management of UTIMCO.

Financial Statements

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

e Selecting and applying the accounting policies
e Establishing and maintaining effective internal control over financial reporting
o Designing and implementing programs and controls to prevent and detect fraud

o Identifying and ensuring that the Company complies with the laws and regulations applicable to
its activities and informing us of any known material violations of such laws or regulations

e Adjusting the financial statements to correct material misstatements
e Making all financial records and related information available to us.

Representation Letters

We will make specific inquiries of the Company’s management about the representations embodied in the
financial statements. Additionally, we will request that management provide to us the written
representations the Company is required to provide to its independent auditors under generally accepted
auditing standards. As part of our audit procedures, we will request that management provide us with a
representation letter that includes, among other things:

e Acknowledgment of management’s responsibility for the preparation of the financial statements

e Affirmation of management’s belief that the effects of any uncorrected financial statement
misstatements aggregated by us during the current audit engagement and pertaining to the latest
period presented are immaterial, both individually and in the aggregate, to the financial
statements taken as a whole.

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

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

Independence Matters Relating to Hiring

Management will coordinate with D&T to ensure that D&T’s independence is not impaired by hiring
former or current D&T partners, principals, or professional employees in a key position, as defined in the
AICPA Code of Professional Conduct that would cause a violation of the AICPA Code of Professional
Conduct or other applicable independence rules. Any employment opportunities with the Company for a
former or current D&T partner, principal, or professional employee should be discussed with Mr. Wagner
before entering into substantive employment conversations with the former or current D&T partner,
principal, or professional employee.

For purposes of the preceding two paragraphs, “D&T” shall mean Deloitte & Touche LLP and its
subsidiaries; Deloitte Touche Tohmatsu, its member firms, the affiliates of Deloitte & Touche LLP,
Deloitte Touche Tohmatsu, and its member firms; and, in all cases, any successor or assignee.



APPENDIX C

COMMUNICATIONS WITH THE AUDIT AND ETHICS COMMITTEE

This Appendix C is part of the engagement letter dated June 27, 2011 between Deloitte & Touche LLP
and the University of Texas Investment Management Company and approved by the Audit and Ethics
Committee of the UTIMCO Board of Directions of the management of UTIMCO,

Significant Matters

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

Fraud and lllegal Acts

We will repost directly to the Audit and Ethics Committee any fraud of which we become aware that
involves senior management and any fraud (whether caused by senior management or other employees)
of which we become aware that causes a material misstatement of the financial statements. We will report
to senjor management any fraud perpetrated by lower-level employees of which we become aware that
does not cause a material misstatement of the financial statements; however, we will not report such
matters directly to the Audit and Ethics Committee, unless otherwise directed by the Audit and Ethics
Committee.

We will inform the appropriate level of management of the Company and determine that the Audit and
Ethics Committee is adequately informed with respect to illegal acts that have been detected or have
otherwise come to our attention in the course of our audit, unless the illegal acts are clearly
inconseguential.

Internal Control Matters

We will communicate, in writing, to management and the Audit and Ethics Committee all significant
deficiencies and material weaknesses identified during the audit as required by AU 325, Communicating
Internal Control Related Maiters Identified in an Audit. Our written communication will identify those
matters considered by D&T to be significant deficiencies and those that are considered by D&T to be
material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. A material weakness is a deficiency, or combination of deficiencies, in internal control, such
that there is a reasonable possibility that a material misstatement of the Company’s financial statements
will not be prevented, or detected and corrected on a timely basis,

Other Matters

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

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



APPENDIX D

CIRCUMSTANCES AFFECTING TIMING AND FEE ESTIMATE

This Appendix D is part of the engagement letter dated June 27, 2011 between Deloitte & Touche LLP
and the University of Texas Investment Management Company and approved by the Audit and Ethics
Committee of the UTIMCO Board of Directors and the management of UTIMCO.

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

Audit Facilitation

1.

Changes to the timing of the engagement at the Company’s request. Changes to the timing of the
engagement usually require reassignment of personnel used by D&T in the performance of services
hereunder. However, because it is often difficult to reassign individuals to other engagements, D&T
may incur significant unanticipated costs.

All audit schedules are not (a) provided by the Company on the date requested, (b) completed in a
format acceptable to D&T, (¢) mathematically correct, or {d) in agreement with the appropriate
Company records (e.g., general ledger accounts). D&T will provide the Company with a separate
listing of required schedules, information requests, and the dates such items are needed.

Significant delays in responding to our requests for information, such as reconciling variances or
providing requested supporting documentation (e.g., invoices, contracts, and other documents).

Deterioration in the quality of the Company’s accounting records during the current-year engagement
in comparison with the prior-year engagement.

A completed trial balance, referenced to the supporting analyses and schedules and financial
statements, is not provided timely by the Company’s personnel.

Draft financial statements with appropriate supporting documentation are not prepared accurately and
timely by the Company’s personnel.

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

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

Significant Issues or Changes

9.

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

10. A significant level of proposed audit adjustments is identified during our audit.
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11. A significant number of drafts of the financial statements are submitted for our review, or we identify
a significant level of deficiencies in the draft financial statements.

12. Significant new issues or changes as follows:

4.

b.

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

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

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

Significant changes in auditing standards.

Significant changes in the Company’s use of specialists, or the specialists or their work product
does not meet the qualifications required by generally accepted auditing standards for our reliance
upon their work.

13, Changes in audit scope caused by events that are beyond our control.

Payment for Services Rendered

14. Without limiting its rights or remedies, D&T may halt or terminate its services entirely if payment is
not received within 30 days of the date of the invoice.
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APPENDIX E

GENERAL BUSINESS TERMS

This Appendix E is part of the engagement letter to which these terms are attached (the engagement letter,
including its appendices, the “engagement letter™) dated June 27, 2011 between Deloitte & Touche LLP
and the University of Texas Investment Management Company and approved by the Audit and Ethics
Committee of the UTIMCO Board of Directors and the management of UTIMCO.

1.

Independent Contractor. D&T is an independent contractor and D&T is not, and will not be
considered to be, an agent, partner, fiduciary, or representative of the Company or the Audit and
Ethics Committee.

Survival, The agreements and undertakings of the Company and the Audit and Ethics Committee
contained in the engagement letter will survive the completion or termination of this engagement.

Assignment and Subcontracting. Except as provided below, no party may assign any of its rights
or obligations hereunder (including, without limitation, interests or claims relating to this
engagement) without the prior written consent of the other parties. The Company and the Audit and
Ethics Committee hereby consent to D&T subcontracting a portion of its services under this
engagement to any affiliate or related entity, whether located within or outside of the United States.
Professional services performed hereunder by any of D&T’s affiliates or related entities shall be
invoiced as professional fees, and any related expenses shall be invoiced as expenses, unless
otherwise agreed.

Severability. If any term of the engagement letter is unenforceable, such term shall not affect the
other terms, but such unenforceable term shall be deemed modified to the extent necessary to render
it enforceable, preserving to the fullest extent permissible the intent of the parties set forth herein.

Force Majeure. No party shall be deemed to be in breach of the engagement letter as a result of any
delays or nonperformance directly or indirectly resulting from circumstances or causes beyond its
reasonable control, including, without limitation, fire, epidemic or other casualty, act of God, strike
or labor dispute, war or other violence, or any law, order or requirement of any governmental agency
or authority.

Dispute Resolution. Any controversy or claim between the parties arising out of or relating fo the
engagement letter or this engagement (a “Dispute”) shall be resolved by mediation or binding
arbitration as set forth in the Dispute Resolution Provision attached hereto as Appendix F and made
a part hereof.

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

DISPUTE RESOLUTION PROVISION

This Appendix F is part of the engagement letter to which these terms are attached (the engagement letter,
including its appendices, the “engagement letter”) dated June 27, 2011 between Deloitte & Touche LLP
and the University of Texas Investment Management Company and approved by the Audit and Ethics
Committee of the UTTMCO Board of Directors and the management of UTIMCO.

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

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

Arbitration Procedures: If a Dispute has not been resolved within 90 days after the effective date of the
written notice beginning the mediation process (or such longer period, if the parties so agree in writing),
the mediation shall terminate and the Dispute shall be settled by binding arbitration to be held in Austin,
Texas. The arbitration shall be solely between the parties and shall be conducted in accordance with the
CPR Rules for Non-Administered Arbitration that are in effect at the time of the commencement of the
arbitration, except to the extent modified by this Dispute Resolution Provision (the “Rules”).

The arbitration shall be conducted before a panel of three arbitrators. The Company and Deloitte &
Touche LLP shall each designate one arbitrator in accordance with the “screened” appointment procedure
provided in the Rules and the two party-designated arbitrators shall jointly select the third in accordance
with the Rules. No arbitrator may serve on the panel unless he or she has agreed in writing to enforce the
terms of the engagement letter (including its appendices) to which this Dispute Resolution Provision is
attached and to abide by the terms of this Dispute Resolution Provision. Except with respect to the
interpretation and enforcement of these arbitration procedures (which shall be governed by the Federal
Arbitration Act), the arbitrators shall apply the laws of the State of Texas (without giving effect to its
choice of law principles) in connection with the Dispute. The arbitrators shall have no power to award
punitive, exemplary or other damages not based on a party’s actual damages (and the parties expressly
waive their right to receive such damages). The arbitrators may render a summary disposition relative to
al} or some of the issues, provided that the responding party has had an adequate opportunity to respond
to any such application for such disposition. Discovery shall be conducted in accordance with the Rules.

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

Costs: Each party shall bear its own costs in both the mediation and the arbitration; however, the parties
shall share the fees and expenses of both the mediators and the arbitrators equally.
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The University of Texas Investment Management Company
Institational Compliance Program Annual Report
for the Quarter Ended May 31, 2011

Section I ~ Oreganizational Matters

e Significant personnel changes: David Gahagan continues to serve as Acting Head of Information
Technology.

Section 1T - Risk Assessment, Monitoring Activities and Specialized Training (Performed by
Responsible Party)

High-Risk Area #1: Investment Due Diligence
Responsible Party: President and Deputy CIO for Public Markets and Marketable Alternatives, Managing
Directors Tor Private Markets and Natural Resources Invesiments, and Senior Director - Real Estate
Investments
Key “A” risk(s) identified:

o Organization could fail to adequately conduct due diligence on prospective managers.

e Organization could fail to adequately conduct continual review and evaluation of external

managers hired to manage UT System investment funds.

Key Monitoring Activities:
Public Markets: The Public Markets groups participated in 100 meetings/calls with potential managers.
Serious due diligence was initiated on 4 managers. No managers were hired. Ongoing review of active
external managers included 57 meetings/calls. Additicnal efforts included monthly performance tracking,
reviews and analyses by the team and a quarterly portfolio review meeting.

Marketable Alternative Investments: The Marketable Alternative Investments group participated in 97
meetings/calls with potential managers. No serious due diligence was initiated this quarter. No managers
were hired. Ongoing review of external managers was conducted in the form of 73 meetings/calls, a quarterly
portfolio review meeting, and one annual meeting.

Private Markets: The Private Markets group initiated serious due diligence on four potential managers. Six
commitments were made. The Private Markets group also participated in 93 meetings with active external
managers and 74 with potential managers, including site visits, conference calls, Advisory Board or Annual
meetings and a quarterly portfolio review meeting.

Natural Resources: The Natural Resources group participated in 71 meetings/calls with potential managers,
Serious due diligence was initiated on one manager. Three managers were hired. Ongoing review of active
external managers included 72 meetings/calls.

Real Estate: The Real Estate group participated in 82 imeetings/calls with potential managers. Serious due
diligence was initiated on three managers. Two managers were hired. Ongoing review of active external

managers included 42 meetings/calls.

Specialized Training: Staff attended various industry-related conferences/forums and functions during the
quarter.

High-Risk Area #2: Investment Risk Management
Responsible Party: Senior Director - Risk Management
Key “A” risk(s) identified:
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s Organization could fail to accurately perform its assessment of risk due fo data and investment
instrument modeling error.
e Organization could fail to respond fto risk levels (manage risk budget).

Key Monitoring Activities:

s During the quarter, Risk Team reconciled accounting records’ market value with market values modeled
by IFS; reconciled month end values from IFS to accounting records and identified reasons for all
discrepancies. Risk Team compared each month’s risk results with both prior month results and with
market activity to determine consistency, and identified reasons for all changes; prepared monthly charts
and reports based on inputs from risk model during this quarter, including trend analysis of risk exposure
and attribution, as well as analysis of managers’ betas and correlations.

e Risk Team continued to look at refining the proxies used for Private Investments to better capture the risk
of these investments.

s Risk Team continued the negotiations of ISDAs with new counterparties, of POAs for managers
operating under agency agreements, and facilitated the negotiation of ISDAs for these managers.

Risk Team participated in the due diligence of managers operating under agency agreements.

Risk Team continued to monitor the current thought processes and methodoelogies of other risk teams, by
coordinating and chairing an Endowments Risk Management forum, and by analyzing new product
offerings for risk management.

e Risk Team continued to study the macro environment and analyze possible tail scenarios, and continued
to propose asset allocation tools and tail-hedging strategies to alleviate potential negative outcomes in
such scenarios.

s All internal derivatives were reviewed and analyzed in detail prior to initiation. Developed the process
and methodology to calculate and track the use of the “insurance budget” delegated to staff in the
Perivative Investment Policy.

e Derivative positions are monitored on a daily basis. External managers that may use derivatives are
monitored daily for spikes in returns or in volatility. Effects of derivatives on the overall portfolio are
monitored monthly.

e Fixed income duration and tracking error is being monitored on an ongoing basis. Managers’ use of
margin and leverage is monitored on an ongoing basis.

Risk Team confirmed each month downside risk and VaR calculations on total P&L data.
Risk Team prepared projections on portfolio risk, country exposure, liquidity, and asset allocations;
updated projections on a weekly basis.

Specialized Training: None.

High-Risk Area #3: Information Technology & Security

Responsible Party: Acting Head of Information Technology

Key “A” risk(s) identified:

s  Organization could fail to adequately secure networks and data to prevent abuse, destruction,
and/or theft.

s Organization could fail to manage computer sofiware and hardware resulting in internal and
external users unable to perform necessary job duties.

Key Monitoring Activities:

s  UTIMCO completed the UT System Security Assessment and has begun the annual financial report audit
with Deloitte & Touche, LLP. The web application security audit performed last quarter included one
recomnmendation — to increase the frequency of web application user reviews — that has been
implemented.

e  Annual user security training was completed in April for all users. New employees also received security
training upon commencement of employment with UTIMCO.

o Implementation of TLS for secure email was completed as required by UT System.
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e  Applications that monitor virus or malicious software are running. Mechanisms are in place to provide
notification if applications are not functioning properly. Additional applications monitor server activity
and notify IT staff of any perceived problems.

o Continued training of users on the procedures and proper use of encrypted USB drives on an as needed
basis.

s Provided topic specific email alerts to employees regarding encryption of social security numbers and
credit card numbers, computer viruses, potential attacks, and critical updates.

o Monitoring and blocking of unencrypted electronic transmissions of social security numbers and credit
card numbers is ongoing. Violations are reported to the CCO and staff is reminded to transmit via
encrypted means.

e Laptop security reviews continue. At random, the ISO and CCO verify laptops are physically secured to
the desk. Violators are notified when necessary.

s Compliance checks for nightly shutdown/logout and VPN access continue. Violations noted and
violators notified when necessary.

s Random checks for confidential data storage continue and CISO continues to work with development
staff to restrict access to source code.

Specialized Training: CISO attended several UT System configuration management user group meetings
and meetings of the Chief Information Security Officers Council.

High-Risk Area #4: Investment Compliance

Responsible Party: Manager - Portfolio Accounting and Operatlons

Key “A” risk(s) identified:

e  Organization could fail to comply with investment policies, applicable laws and regulations, and
other policies.
o  Organization could fail to detect non-compliance with applicable policies, etc.

Key Monitering Activities:

e Verified that investments are in compliance with rules and guidelines in policies, rules and regulations
utilizing custodian’s software and in-house developed databases. Conversion to Compliance Monitor
completed.

o Work continues to verify that custodian software queries and database queries are working properly for
manager compliance. Cross training with employees who work on manager compliance continues.
Training a new employee did not occur as planned, but it is still planned for the future.

o Review of monthly and quarterly investment compliance reports prepared by staff.

o All mandates submitted to the Chief Compliance Officer were reviewed and categorized pursuant to asset
class and investment type in accordance with the Mandate Categorization Procedure and approved by the
UTIMCO Risk Committee. Required annual review of mandates occurred and results were approved by
the Risk Committee,

» Continued participation by the Portfolio Accounting and Operations staff in prospective and active
external manager investment due diligence.

s Derivative Investment Controls and Processes are being followed and work continues on improving them.
During the annual visit by BNY Mellon outstanding issues with and future enbancements to Compliance
Meonitor were discussed.

Specialized Training: None

High-Risk Area #5: Conflicts of Interest
Responsible Party: Senior Managing Director - Accounting, Finance and Administration
Key “A” risk(s) identified:
e Organization could fail fo comply with conflicts of interest provisions in Code of Ethics and
Texas Education Code section 66.08.
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Key Monitoring Activities:

o

All Certificates of Compliance were received timely from all UTIMCO Board members and key
employees for all investment managers hired. Certificates were reviewed for completeness; no conflicts
of interest were noted, i.e., no pecuniary interests were identified by any UTIMCO Board member or key
employee,

Verified that the funds committed during the quarter had the appropriate signed certificates of
compliance.

List of publicly traded securities of all publicly traded companies in which a UTIMCO Board member or
employee has a pecuniary interest (the “restricted list”) was maintained. Internal and external managers
under agency agreements are provided the restricted list in order fo prevent the violation of the UTIMCO
Code of Ethics and Texas Education Code section 66.08. No changes to the restricted list occurred and
no new managers were hired which required the list to be sent.

On a daily basis, accounting staff reviewed security holdings of internal and external managers for
comphiance with the restricted list. No exceptions noted.

A new Director was appointed by the Board of Regents of The University of Texas System, effective
February 17, 2011. The financial disclosure statement and ethics compliance were received timely during
this quarter. One Director was appeinted during the quarter on March 18™ The financial disclosure
statement and ethics compliance statements were received timely during this quarter. Five directors
refurned their annual financial disclosure statement and ethics compliance statement timely before the
April 30" deadline. Two directors requested and received extensions by the CEO to file the annual
statements.

Periodic review of public resources for comparison with financial disclosure statement information
provided by Directors was performed during the quarter. No periodic review of public resources for
comparison with financial disclosure statement information provided by employees was performed during
the quarter.

There was one request for preclearance of securities transactions. Another trade required preclearance
but was not requested. Security was on preclearance list and employee traded on the same day UTIMCO
traded a gift security received by UT System. Gift securities are traded on the same day that they are
received as per policy. One security transactional disclosure forms was not filed within the required 10
days.

Annual employee training was held during the quarter on April 4™ and 8™ and a makeup session was held
on April 29", All employees turned in their financial disclosure and ethics compliance statements timely
except for one employee. The employee was one day late. Three employees and one (intern) were hired
during the quarter. All received timely training and turned in their financial disclosure and ethics
compliance statements on time.

Trips/events which required documentation and supervisor/CEQO approval had appropriate documentation
and approval.

Specialized Training: None

Section III — Monitoring and Assurance Activities (Performed by Compliance Office)

High-Risk Area #1: Investment Due Diligence

Assessment of Control Structure: Well controlled

Assurance Activities Conducted: CCO designee performed quarterly due diligence monitoring plan for
each Investment group. CCO designee reviewed initial due diligence for four (4) managers hired by the
Investment groups during the quarter. Ongoing due diligence efforts on multiple managers continue. The
Senior Director, Risk Management and CCO participated in the bi-weekly Investment Committee meetings,
the monthly Investment meetings, and quarterly portfolio reviews.

Significant Findings: None.
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High-Risk Area #2: Investinent Risk Management

Assessment of Control Structure: Opportunity for enhancement

Assurance Activities Conducted: CCO continues to review documentation maintained by the Risk Team
evidencing risk monitoring performed by the Risk Team.

Significant Findings: None

High-Risk Area #3: Information Technology & Security

Assessment of Control Structure: Well controlled

Assurance Activities Conducted: CCO continues to meet with ISO, currently Acting Head of Information
Technology, regarding information technology and security practices. CCO reviews quarterly and annual
reporting to System-wide Chief Information Security Officer required by UT System policy.

Significant Findings: None

High-Risk Area #4: Investment Compliance

Assessment of Control Structure: Well controlled

Assurance Activities Conducted: CCO is performing monthly review of Compliance Reports. CCO
reviewed the documentation and workpapers supporting the various compliance reports prepared by the
Responsible Parties. Monthly report (checklist) reviewed and signed off by Debbie Childers to determine that
policy requirements have been maintained based on the activity performed by staff. Activities related to
procedures implemented as a result of Investment Training and Consulting, Inc. risk-focused audit related to
internal Fixed Income and internal Derivatives are being monitored by the CCO.

Significant Findings: None

High-Risk Area #5: Conflicts of Interest

Assessment of Control Structure: Well controlled

Assurance Activities Conducted: CCO designee reviewed the completed sign- offs for completeness for all
certificates of compliance received. All UTIMCO Board members and all employees had timely signed off
on certificates of compliance; no conflicts of interest were noted. CCO performed Code of Ethics training for
all employees and new hires. Monitoring for potential conflicts of interest in the areas of personal securities
transactions, outside employment and business activities, and manager/third party-paid travel, entertainment
and gifts is ongoing.

Significant Findings: None.

Section ¥V — General Compliance Training Activities
Three annual training sessions were held during the quarter. Two new hire training sessions were held during

the quarter. One new Director training session was held during the quarter.

Section V — Action Plan Activities
o Meetings of the Employee Ethics and Compliance Committee are held guarterly.
« Information Technology Access & Security: Staff member is participating in the Chief Information

Security Officers Council.

Section VI —~ Confidential Reporting

UTIMCO maintains a Compliance Hotline to receive and process complaints. UTIMCO has contracted with an
outside vendor to provide the service. The chart below summarizes the calls received during the fiscal year:

Type Number % of Total
Employee Relations 0 0.00%
Policy Issues 0 0.00%
Hang ups or wrong numbers 1 100.00%
Total 1 100.00%
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All calls are accepted by the hotline and reported to the UTIMCO Compliance Office. All reports are handled by
a 5-person team comprised of the Chief Compliance Officer, Manager of Finance & Administration, the Office
Manager, the Executive Assistant to the CEO and Chief Investment Officer, and David Givens from the System-
wide Compliance Office.



The University of Texas Investment Management Company
Institutional Compliance Action Plan

Fiscal Year 2011
# | ACTION ITEM TARGET COMPLETION
DATE STATUS
A. RISK ASSESSMENT
1. | As needed, update risk assessment and map | On-going On-going
controls identified in the risk assessment to
controls identified in the process
documentation
B. MONITORING ACTIVITIES / ASSURANCE
2. | Meet with Responsible Parties for updates | On-going On-going; monitoring
plans are being followed
3. | Inspect high risk areas A On-going On-going
4. | Work with Risk Management to enhance On-going On-going
monitoring by CCO
C. COMPLIANCE TRAINING / AWARENESS
5. | Provide Code of Ethics training and 04/30/11 Regular Sessions held
information to improve staff awareness of April 4 and 8, 2011;
compliance program Makeup session held
April 29, 2011; new hire
sessions held as/when
needed
6. | Identify and network with similarly situated | On-going On-going
compliance professionals
D. REPORTING
7. | Conduct quarterly meetings with the On-going On-going
internal ethics and compliance committee
8. | Provide quarterly/annual reports to the On-going On-going
System-wide office
E. OTHER / GENERAL COMPLIANCE
9. | Hotline report investigations On-going No reports needing
investigation have been
made for the fiscal year
to date
10.! Periodic Re-evaluation of enterprise risk 06/30/11 In-process
management and regular reporting to
UTIMCO Audit and Ethics Commitiee
11.] ICAC activities: ICAC and Standing On-going No meetings have been
Committee participation held during the fiscal
year
12.| Work with IT to enable web-based 12/31/10 Contract with Diligent
transmission and completion of Certificates BoardBooks has been
of Compliance electronically; Review of signed
Directors Desk and other comparable
products
13.| Update and Monitor Records Retention 01/31/11 In-process, need to

Updated 06/14/11




# | ACTIONITEM TARGET COMPLETION
DATE STATUS
Procedures complete procedure; will
complete by June 30th
14.| Draft and implement business continuity 06/30/11 Draft in-process;

plan

meetings with critical
function areas have been
held; will complete by
June 30%

Updated 06/14/11
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Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 14, 2011

Discussion and Appropriate Action Refated fo UTIMCO 201 1-12 Budget
Zimmerman, Moeller, Shepherd

Zimmerman

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

" The Master Investment Management Services Agreement with UTIMCO {("IMSA")

sets forth the annual budget and management fee requirements. UTIMCO submits
o the U.T. Board its proposed annual budget for the following fiscal year within the
time frame specified by the U.T. Board for other annual budget submissions. The
annual budget includes all estimated expenses associated with the management of
the Investment Funds. The annual budget also includes an annual UTIMCO
management fee which includes all operating expenses associated with the general
management of the funds, including, without limitation, reasonable salaries, benefits
and performance compensation of 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, travel,
insurance, capital expenditures, and other miscellaneous expense incurred by
UTIMCO in connection with the performance of its obligations under the IMSA, At
the same time UTIMCO submits its annual budget, it submits to the U.T. Board an
allocation formula for charging the annual budget to the Investment Funds. In
addition o the annual budget, UTIMCO submits its capital expenditures budget. -

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

Mr. Zimmerman will present the Budget Review for UTIMCO's annual budget for the
2011-12 fiscal year, including the reserve analysis.

UTIMCO staff recommends that the UTIMCO 2011-2012 Annual Budget, Capital
Budget, Management Fee Request, and Allocation Schedule be approved as
presented.

UTIMCO Budget for FY12 presentation to be distributed under separate cover



RESOLUTION RELATED TO BUDGET

RESOLVED, that the UTIMCO Management Fee of §
Other Direct Fund Costs of $ , and Anticipated Invomed
External Manager Fees of § , resulting in Total Fees,
excluding UT System Direct Expenses to the Funds, of § ;
Capital Budget of - and the Allocation Schedule; as provrded
to the Board for the period begmmng September 1, 2011 through August
31, 2012, be, and are hereby, approved, subject to approval by the Board
of Regents of The University of Texas System.







 Agenda ltem:

Developed By:
" Presented By:

Type of Item:

Description:

- Discussion

Agenda ltem
UTIMCO Board of Directors Meeting
July 14, 2011

Report from Risk Committee
Staff

Tate

Discussion item

The Risk Committes ("Committee”) will meet separately and jointly with the Policy
Committee on July 7, 2011. The Committee’s agenda includes (1) discussion an
appropriate action related to the minutes; (2) discussion and appropriate action
related to categorization of new investment mandates, (3) discussion and
appropriate action on used of broker-dealers; (4) review and discussion of
compliance reporting; and (5) review and discussion of performance and risk
reporting.

The Committee will review and approve, as appropriate, the thirteen (13) mandate
categorizations prepared by staff for the period beginning March 23, 2011, and
ending June 30, 2011. The Committee will report to the UTIMCO Board the results
of its review of the Investment Mandate Categorizations.

The Committee will review and take appropriate action on the use of Broker-
" Dealers. Staff will request the Committee to approve the addition of two and the

retention of eight Broker-Dealers. Employees authorized to trade are only
permitted to conduct trades with a Broker-Dealer on the Approved Fixed Income
Broker-Dealer List. Based on a recommendation from UT System Audit Office,
UTIMCO developed formal procedures to approve new broker relationships prior
to trade execution and maintain an approved broker listing. As a result, Staff
adopted an Approved Fixed Income Broker-Dealer Procedure, effective July 1,
2008 (the "Procedure”}, which includes an Approved Fixed Income Broker-Dealer
List (the “List’). In order o be added fo the List, a Broker-Dealer must meet the
following criteria: (1) usage of delivery versus payment; (2) documentation of
overall desirability of sales coverage; (3) adeguate financials, which would require
a copy of the Broker-Dealer’s current FOCUS report on file; (4) a copy of the latest
annual report containing an unqualified auditor's opinion; and (5} trading
authorization signed by a corporate compliance officer. The Procedure also
requires an annual review of the List by a committee comprised of the UTIMCO
Traders, the CEQ and Chief Investment Officer, the President and Deputy CIO,
and the General Counsel and Chief Compliance Officer using the same criteria.

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



- .~ Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 14, 2011

After the separate meeting is adjourned, the Committee will have a joint meeting
with the Policy Committee to discuss staff's recommended amendments fo the
Exhibits of the Investment Policy Statements of the Permanent University, General
Endowment Fund and the Intermediate Term Fund. The Committees will also
discuss staff's recommended amendments to the Permanent Health Fund, Long
Term Fund, Liquidity Policy, Derivative Investment Policy, Delegation of Authority
Policy, and Mandate Categorization Procedure. The discussion of the Investment
Policies is covered in the Report from the Policy Committee in Tab 4.

None

None
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~ Developed By:
Presented By:

| Type of ltem:

. Description:

Discussion:

" 'Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 14, 2011

Report on Special Purpoée Entifies
Turner, Jewell

Turner, Jewell

Information item

Mr. Turner will report to the UTIMCO Board on the use of Special Purpose
Entities ("SPE" to aid in the investment of the Permanent University Fund
{"PUF"), the General Endowment Fund ("GEF"), and the Intermediate
Term Fund (1TF"), collectively the Funds. UTIMCO Staff has made
limited used of SPEs in the past and has been interested, as has the
UTIMCO Board, in the legal considerations related to the use of SPEs and
whether it might be advantageous fo expand the use of SPEs when
making investments on behalf of the Funds. For purposes of his report,
Mr. Turner has defined a SPE as a legal entity formed on behalf of and
wholly-owned by the Board of Regents of The University of Texas System
for the purpose of making and holding investments for the Funds.

Mr. Turner will discuss the use of SPES, including benefits, disadvantages
and shoricomings, and provide summary conclusions and
recommendations.

None

Presentation fo be handed out
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Developed By:
 Presented By:
Type of Item:

Description:

"~ Recommendation:

" Reference:

Agenda tem
UTIMCO Board of Directors Meeting
July 14, 2011

~ UTIMCO Organization Update

Zimmerman
Zimmerman
information item

Mr. Zimmerman will provide an update on staffing, business continuity
plan, technology platform, and meeting & investment activity.

None

UTIMCO Organization Update presentation
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