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Begin
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11:45am.

End

905am.
10:00 am

10:45a.m.

1115am.
1130 am.
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Open Session:
1 Call to Order/Consideration of Minutes of March 30 2006 Meeting™

2 Report from Audit and Ethics and Policy Committees:

- Discussion and Consideration of Staffs Recommendation of Mellon
Trust as Custodian Selecton®

- Discussion and Consideration of Audit Charter of the Audit and
Ethics Commitiee™

- Discussion and Consideration of Engagement of Emst and Young
as Corporation’s Independent Auditor®

- Discussion and Consideration of Proposed Amendments fo
Corporation's Code of Ethics* **

- Discussion and Consideration of Proposed Amendments to

Corporation's Bylaws®, ™

3 Endowment and Operating Funds Update:
- Performance Report
Liquidity Profile
Risk Dashboard
Comprehensive Derivative Report
Report on Actions Taken Under Delegation of Authority
Intermediate Term Fund ("ITF") Update

¥

4 Discussion of Manager Classification Procedures

b Discussion of New Method of Reporting Individual Manager Issues fo
UTIMCO Board

& Review of Investment Consultant Request for Proposal

Adjournment

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

* Action by resolubon required

“Resolufion requires further approval from the U T, System Board of Regents

Next Scheduled Meeting: July 13, 2006




TAB 1



RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the meeting of the Board of Directors held on
March 30, 2006, be, and are hereby, approved.




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

The Board of Directors (the “Board”) of The University of Texas Investment Management Company (the
“Corporation”) convened in an open meeting at 9:30 a.m. on the 30th day of March, 2006, at the offices of
the Corporation, Suite 2800, 401 Congress Avenue, Austin, Texas, 78701, said meeting having been called
to order by the Chairman, H. Scott Caven, Jr., with notice provided to each member in accordance with the
Bylaws. The audio portion of the meeting was electronically recorded.

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

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

thus, constituting a majority and quorum of the Board. Also attending the meeting were R. D. Burck,
Advisory Director; Bob Boldt, President of the Corporation; Joan Moeller, Secretary and Treasurer of the
Corporation; Christy Wallace, Assistant Secretary of the Corporation; Cathy Iberg, Managing Director —
Marketable Alternative Investments and Deputy CIO; Bill Edwards, Managing Director of Information
Technology; Larry Goldsmith, Managing Director of Public Markets; Andrea Reed, Risk Manager; Trey
Thompson, Managing Director — Non-Marketable Alternative Investments; various staff members of the
Corporation; Bill Volk, legal counsel for the Corporation; Keith Brown of the McCombs School of Business
at UT Austin; Philip Aldridge, Amy Barrett, William Huang, Jim Phillips, and Cathy Swain of UT System
Administration; Greg Anderson of Texas A&M University System; and Bruce Myers and Hamilton Lee of
Cambridge Associates. Mr. Caven called the meeting to order at 9:30 a.m. Copies of materials supporting
the Board meeting agenda were previously furnished to each Director or distributed at the meeting.

Minutes

The first matter to come before the Board was approval of the minutes of the meeting of the Board of
Directors held on January 17, 2006. Ms. McHugh stated that the minutes should reflect that Directors Hunt
and Rowling expressed clear direction that UTIMCO must not place the portfolios in an exposure position
that results in negative cash. Upon motion duly made and seconded, the following resolutions were
unanimously adopted:

RESOLVED, that the minutes of the meeting of the Board of Directors held on
January 17, 2006, be, and are hereby, approved, subject to revision as requested
by the Committee; and



RESOLVED, FURTHER, that the President and the Secretary of the Corporation
be, and they are hereby, authorized and directed to revise the minutes in
accordance with the foregoing resolution.

Annual Meeting

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

RESOLVED, that this is the Annual Meeting of the Board of Directors, held on
March 30, 2006, in Austin, Texas; and

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

H. Scott Caven, Jr.

Woody L. Hunt
Mark G. Yudof

Office or Offices
Chairman
Vice-Chairman
Vice-Chairman for Policy

Bob Boldt President

Cathy Iberg Managing Director

Bill Edwards Managing Director

Larry Goldsmith Managing Director

Joan Moeller Managing Director, Treasurer and Secretary
Andrea Reed Risk Manager

Trey Thompson Managing Director

Christy Wallace

FURTHER RESOLVED, as required by the Corporation's Code of Ethics, the

Assistant Secretary; and

Board shall designate, by position, key employees of the Corporation.

Bob Boldt President, Chief Executive Officer and Chief Investment Officer
Cathy Iberg Managing Director - Marketable Alternative Investments/Deputy CIO
Bill Edwards Managing Director - Information Technology

Larry Goldsmith  Managing Director — Public Markets Investments

Joan Moeller Managing Director - Accounting, Finance and Administration
Andrea Reed Risk Manager

Trey Thompson Managing Director - Non-Marketable Alternative Investments
Russ Kampfe Senior Portfolio Manager - Fixed Income Investments

Harland Doak  Portfolio Manager - Fixed Income Investments

Debbie Childers  Manager of Portfolio Accounting and Operations

Gary Hill Manager of Investment Reporting

Greg Lee Manager - Finance and Administration

Laura Patrick Analyst — Public Markets Investments

Tushar Shah Analyst — Public Markets Investments

Christy Wallace

Executive Assistant



Asset Allocation and Performance

Mr. Caven asked Mr. Boldt to report on the Corporation’s asset allocation and performance. Mr. Boldt
presented an investment update and discussed performance information for January 31, 2006. He
discussed the Market Exposure chart showing market exposure and deviations from policy targets within
tactical policy ranges. He continued by discussing asset allocation and attribution analysis, the peer
universe and value added. Mr. Boldt reported Cumulative Value Added under the Corporation’s
management for periods ended January 31, 2006. The net performance for the one-month period ended
January 31, 2006, for the Permanent University Fund (‘PUF”) was 2.87% and for the General Endowment
Fund (“GEF”) was 2.82%, versus benchmark returns of 3.30% for each fund. The net performance for the
one-year period ended January 31, 2006, for the PUF and GEF was 16.31% and 15.98%, respectively,
versus benchmark returns of 16.11% for each fund. The Short Intermediate Term Fund’s (“SITF”)
performance was 0.16% versus its benchmark return of 0.17% for the one-month period, and was 2.11%
versus its benchmark return of 1.87% for the one-year period ended January 31, 2006. Performance for
the Short Term Fund (“STF”) was 0.36% versus 0.31% for its benchmark for the one-month period, and
was 3.38% versus a benchmark return of 3.22% for the one-year period ended January 31, 2006. Also
presented was performance attribution, statistics on liquidity, total derivatives by type and application,
actions taken under the Delegation of Authority and manager changes since the last Board meeting. Mr.
Boldt, Ms. Iberg, Mr. Goldsmith, Ms. Reed and Mr. Thompson answered the Directors’ questions. Mr. Boldt
asked Mr. Goldsmith to give a brief update on the Intermediate Term Fund (“ITF”) following its launch on
February 1, 2006. Mr. Boldt and Mr. Goldsmith answered the Directors’ questions.

Report from the Private Markets Group

Mr. Caven asked for a report from the Private Markets Group. Mr. Thompson, Managing Director, gave a
detailed update addressing the Private Markets Group’s progress towards achieving a 15% allocation to
private equity and provided a brief performance update. He also discussed the trends affecting the private
equity markets and the department’s strategy for positioning the portfolio to take advantage of current and
anticipated investment opportunities. Mr. Thompson answered the Directors’ questions.

Proposed Public Markets Investment

Mr. Caven asked Mr. Goldsmith to discuss the proposed public markets investment in Lansdowne Limited
Partners UK Equity Fund. Mr. Goldsmith gave an overview and answered the Directors’ questions. Upon
motion duly made and seconded, the following resolutions were unanimously adopted:

WHEREAS, the Board has reviewed the Corporation’s Investment
Recormmendation to use PUF, GEF and ITF assets to acquire an initial combined
$100 million institutional investment interest (the “Investment”) in Lansdowne
Limited Partners UK Equity Fund and to increase the approved total investment
allocation to Lansdowne Limited Partners up to $750 million; and



WHEREAS, the Corporation has determined that the Investment does not
constitute an agreement or transaction entered into in violation of Subsection
66.08(i) of the Texas Education Code;

NOW, THEREFORE, BE IT RESOLVED, that the terms and provisions of the
proposed Investment as described in the Investment Memorandum dated March
27, 2006, for Lansdowne Limited Partners UK Equity Fund be approved; and
be it further

RESOLVED, that the President and CEO, and any Managing Director of this
Corporation be, and each of them hereby is, authorized to make such further
revisions to the terms and provisions of the proposed Investment as may be
necessary or in the best interests of this Corporation, excluding an increase in the
amount of the initial capital commitment to Lansdowne Limited UK Equity Fund,;
and be it further

RESOLVED, that the President and CEO, any Managing Director, and the
Secretary of this Corporation be, and each of them hereby is, authorized and
empowered (any one of them acting alone) to do or cause to be done all such acts
or things and to sign and deliver, or cause to be signed and delivered, all such
documents, instruments and certificates (including, without limitation, all notices
and certificates required or permitted to be given or made under the terms of the
Investment), in the name and on behalf of the Corporation, or otherwise, as such
officer of this Corporation may deem necessary, advisable or appropriate to
effectuate or carry out the purposes and intent of the foregoing resolutions and to
perform the obligations of this Corporation under the Investment and the
instruments referred to therein.

Mr. Boldt handed out a publication entitled The Asset Management Industry in 2010. The meeting was
recessed at 12:00 p.m. The Board of the Corporation reconvened in an open meeting at the same
meeting location at 1:30 p.m.

Recommended Distribution Rates

Mr. Caven asked Mr. Boldt to present the recommended distribution rates for the Permanent Health Fund
(PHF), the Long Term Fund (LTF) and the Intermediate Term Fund (ITF). He explained that each of the
Funds’ respective Investment Management Policy Statement provides the guidelines to calculate the
distribution amount or rate and provides for the spending policy objectives of the Fund. The Permanent
University Fund distribution rate will be discussed at a later date. Mr. Boldt answered the Directors’
questions. Upon motion duly made and seconded, the following resolutions were unanimously adopted:

RESOLVED, that the distribution rate for the Permanent Health Fund be increased
from $.0482 per unit to $.0496 and the Long Term Fund be increased from
$0.2764 per unit to $0.2844 per unit for fiscal year 2007, effective with the
November 30, 2006 distributions, and the distribution rate for the Intermediate
Term Fund remain at 3.0% per annum for fiscal year 2007, effective with the
September 1, 2006 distribution; and



BE IT FURTHER RESOLVED, that the distribution rates for the Permanent Health
Fund, Long Term Fund, and Intermediate Term Fund be approved and adopted by
this Corporation's Board of Directors, subject to approval by The University of
Texas System Board of Regents.

Investment Policy Statements

Mr. Caven asked that Mr. Boldt review Tab 8, a report on investment policy statements. The Investment
Management Services Agreement (IMSA) requires that the Corporation review the current investment
policies for each Fund at least annually by June 1 of each year. The Policy Committee met on March 7
and approved all Staff recommended amendments to the policies with the exception of two items. Exhibit A
of the Funds and the language in the Delegation of Authority Policy regarding short sales were deferred to
the Risk Committee for review and approval. The Risk Committee met prior to the Board meeting and
discussed the two items. The first of these two items was Exhibit A which lays out targets and ranges for
the Funds and is prepared on a net exposure, not cash basis. The Risk Committee deferred
recommendation of proposed changes to Exhibit A until discussion by the full Board. Mr. Boldt explained in
detail the recommended changes to Exhibit A. Chancellor Yudof left the meeting at this time. Mr. Rowling
reported that the Policy Committee considered that most proposed changes to the policies were positive
changes needed for consistency with the Intermediate Term Fund Investment Policy Statement. After
discussion of the proposed amendments, the Board recommended that amendments to the policies be
approved, with noted exceptions to Exhibit A.  Upon motion duly made and seconded, the following
resolution was unanimously adopted:

RESOLVED, that amendments to the Investment Policy Statements of the
Permanent University Fund, General Endowment Fund, Intermediate Term Fund,
Long Term Fund, Permanent Health Fund, and Separately Invested Funds and the
Derivative Investment Policy as presented be, and are hereby, approved, subject
to approval by the U. T. System Board of Regents.

The final versions of Exhibit A, as approved, are attached to these minutes.

Mr. Boldt continued with the second item for discussion regarding the amendments to the Delegation of
Authority Policy. The language in the Delegation of Authority Policy, regarding short sales, was deferred by
the Policy Committee to the Risk Committee for review and approval. The Risk Committee approved the
policy as drafted and recommended approval by the Board. Upon motion duly made and seconded, the
following resolution was unanimously adopted:

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

Investment Environment and Opportunities

Mr. Caven asked Mr. Boldt to begin the discussion on current investment environment and opportunities by
giving his presentation on investment framework guiding the Corporation’s decisions and continuing
education on risk budgeting. This agenda item provided an opportunity for the Board and Staff to have an
open-ended and unstructured discussion on issues, concerns, and opportunities in the current investment
environment. Mr. Nye left the meeting at this time.



Compensation Committee Report

Mr. Caven asked Mr. Ferguson, Chairman of the Compensation Committee, to give a report from the
Compensation Committee. The Compensation Committee met on March 7, 2006. In conjunction with the
UTIMCO Board’s request to review and evaluate the relationship of all outside service contractors,
Requests for Proposals were distributed to compensation consulting firms interested in providing services
to UTIMCO. The Committee approved the compensation consultant, selecting Mercer Human Resources
Consulting. The UTIMCO Compensation Program requires that salary ranges for key management,
investment and operations positions be updated at least every three years based on a salary benchmarking
study conducted by a qualified compensation consultant selected by the Compensation Committee.
Mercer Human Resources Consulting performed the last study 2% years ago. The Compensation
Committee has directed the staff to negotiate the contract with Mercer Human Resources Consulting.
Upon completion of the contract, Mercer will be in contact with Chairman Ferguson to direct the services
related to the benchmarking study. As requested by the Compensation Committee, Mercer Human
Resources Consulting will report directly to the Commiittee.

Recommended Changes to Charters of the Risk Committee and the Audit and Ethics Committee

Mr. Caven asked Mr. Tate to make the recommendation regarding proposed change to the Charter of the
Risk Committee. Mr. Tate stated that the Risk Committee, at their meeting this morning, considered the
proposed changes to the Charter of the Risk Committee and recommended the Board to accept the
changes as drafted. The Charter of the Audit and Ethics Committee will be deferred until the next meeting
of the Audit and Ethics Committee. Upon motion duly made and seconded, the following resolution was
unanimously adopted:

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

Report on the External Investment Consultant and Consideration of Contract Renewal

The Comprehensive Report on the External Investment Consultant is being submitted to update the
UTIMCO Board on the current scope of work performed by the external consultant. This report covers the
period March 1, 2005 to February 28, 2006. The investment consultant is Cambridge Associates LLC and
the lead consultant is Bruce Myers. Under the Delegation of Authority Policy, the execution of investment
consultant agreements is not delegated to the UTIMCO CEO and, therefore, the contract is being submitted
for approval by the UTIMCO Board. The Staff recommends the approval of the external investment
consultant contract. Details and changes of the contract were discussed, with Mr. Boldt, Ms. Moeller and
Mr. Myers answering the Directors’ questions.  Upon motion duly made and seconded, the following
resolution was unanimously adopted:

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



Report on External Counsel

Mr. Caven asked Ms. Moeller to report on the Corporation’s external counsel. The Comprehensive Report
on External Counsel is being submitted to update the UTIMCO Board on the scope of services provided by
external counsel. This is the second year the report has been prepared and covers the period of March 1,
2005 to January 31, 2006. The external counsel is Vinson & Elkins and Jerry Turner is lead counsel.
Vinson & Elkins has been the Corporation’s counsel since the Corporation’s inception. Jerry Turner is lead
counsel and manages the relationship with UTIMCO. He assigns specialized attorneys to work on various
matters related to UTIMCO. Vinson & Elkins provides counsel on both corporate and investment matters
and responds to issues and questions brought forth by both UTIMCO directors and staff.

There being no further business to come before the Board of Directors, the meeting was adjourned at
approximately 3:35 p.m.

Secretary:

Joan Moeller

Approved: Date:
H. Scott Caven, Jr.
Chairman, Board of Directors of
The University of Texas Investment
Management Company




EXHIBIT A

PERMANENT UNIVERSITY FUND AND GENERAL ENDOWMENT FUND
POLICY TARGETS, RANGES AND PERFORMANCE OBJECTIVES

Percent of Portfolio
(%)
Policy Policy
Asset Category Targets Ranges Benchmarks
US Equities 20.0 10 to 30 Russell 3000 Index
Global ex US Equities 17.0 10 to 30
Non-US Developed Equity 10.0 0to 30 MSCI EAFE Index with net dividends
. . MSCI Emerging Markets Index with net
Emerging Markets Equity 7.0 0to 10 dividends
Hedge Funds 25,0 | 15to 27.5
Combination index: 50% S&P Event-Driven
Directional Hedge Funds 10.0 5t015 Hedge Fund Index plus 50% S&P
Directional/Tactical Hedge Fund Index
Combination index: 66.7% S&P Event-
Absolute Return Hedge Funds | 15.0 10 to 20 Driven Hedge Fund Index plus 33.3% S&P
Arbitrage Hedge Fund Index
Private Capital 15.0 5to 15 Venture Economics’ Periodic IRR Index
Venture Capital 4.0 0to 8
Private Equity 11.0 5t015
Inflation Linked 13.0 5to 20
REITS 50 010 10 ac()jvg;ones Wilshire Real Estate Securities
. Combination index: 66.7% GSCI minus .5%
Commodities 3.0 0106 | 1lus 33.3% DJ-AIG Commodity Index
TIPS 5.0 0to 10 Lehman Brothers US TIPS Index
Fixed Income: 10.0 5to 15 Lehman Brothers Aggregate Bond Index
Liquidity Reserve 0.0 -1to 10 90 Day T-Bills
Unencumbered Cash
Temporary Cash Imbalance*
Net non-trading receivable

Expected Annual Return (%) | 8.34

% of Target Risk

1 yr Downside Deviation (%) | -7.6

Upper Risk Bound:
1 yr Downside Deviation (%)

128%

Standard Deviation (%) 10.8

Lower Risk Bound:
1 yr Downside Deviation (%)

74%

* 3 trading days or less




EXHIBIT A

LONG TERM FUND AND PERMANENT HEALTH FUND
POLICY TARGETS, RANGES AND PERFORMANCE OBJECTIVES

Neutral
Allocation Range Benchmark Return
GEF Commingled Fund 100.0% | 95% - 100% | Endowment Policy Portfolio
Liquidity Reserve 0.0% -1% - 5% | 90 day T-Bills
Unencumbered Cash
Temporary Cash Imbalance*
Net non-trading receivable
Expected Annual Return (%) | 8.34 % of Target Risk
1yr Downside Deviation (%) | -7.6 Upper Risk.Bound:. . 128%
1 yr Downside Deviation (%)
Standard Deviation (%) 10.8 Lower Risk_Bound:_ _ 74%
1 yr Downside Deviation (%)

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

*3 trading days or less



EXHIBIT A

INTERMEDIATE TERM FUND
POLICY TARGETS, RANGES, AND PERFORMANCE OBJECTIVES
Asset Categories Percent of Policy (%) Benchmarks
Policy Policy
Targets Ranges
U. S. Equities 15 5t0 20 Russell 3000 Index
Global ex U. S. Equities 10 0to 15
Non - U. S. Developed Equity 5 0to10 MSCI EAFE Index with net dividends
Emerging Markets Equities 5 0to10 MSCI Emerging Markets Index with net dividends
Hedge Funds 25 10 to 27.5
Directional Hedge Funds 12.5 51020 Combination index: 50% S&P Event-Driven Hedge Index
plus 50% S&P Directional/Tactical Hedge Fund Index
Absolute Return Hedge Funds 12.5 51020 Combination index: 66.7% S&P Event-Driven Hedge Fund
Index plus 33.3% S&P Arbitrage Hedge Fund Index
Inflation Linked 25 10 to 35
REITS 10 0to15 Dow Jones Wilshire Real Estate Securities Index
Commodities 5 0to10 Combination Index: 66.7% GSCI minus .5% plus 33.3% DJ-
AlG Commodity Index
TIPS 10 5t015 Lehman Brothers US TIPS Index
Fixed Income 25 15 to 40 Lehman Brothers Aggregate Bond Index
Liquidity Reserve 0.0 -1 t020 90 Day T-Bills
Unencumbered Cash
Temporary Cash Imbalance*
Net non-trading receivable
Expected Annual Return (%) | 7.08 % of Target Risk
1 yr Downside Deviation (%) | -5.0 Upper Risk Bound: 197%
1 yr Downside Deviation (%) °
Standard Deviation (%) 75 Lower Risk Bound: 69%
1 yr Downside Deviation (%) °

* 3 trading days or less
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Agenda ltem:

Developed By:
Presented By:
Type of Item:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board Meeting
May 25, 2006

Discussion and Consideration of Staffs Recommendation of Mellon Trust as
Custodian

Boldt, Moeller, Hill

Nye

Action item; Action required by UTIMCO Board and UT Board of Regents

The master custodian for The University of Texas (UT System) accounts provides a
wide range of services, including custody, accounting, performance, analytics and
securities lending.  Since the contract with the current custodian (Mellon Trust)
terminates on June 30, 2006, and a custodian review has not been performed since
the inception of the relationship on September 1, 1995, staff distributed a Request
for Proposal in January and has diligently reviewed the candidates.

Further approval of the master custodian is required by the Board of Regents.

The Committee and staff will review the process with the Board and discuss the
reasons for staff s recommendation to select Mellon Trust as the custodian.

The Committee will recommend appropriate action related to selection of custodian.

Custodian Review Memorandum



RESOLUTION RELATED TO CUSTODIAN SELECTION

RESOLVED, that the Board approves the selection of Mellon Trust as the master
custodian for the UT System Funds and directs staff to negotiate the contract with
Mellon Trust, subject to approval of the Board of Regents of The University of Texas
System.




Custodian Review

The master custodian for The University of Texas System (UT System) funds provides a wide
range of services, including custody, accounting, performance, analytics and securities lending.
Global custody, multi-currency reporting, and robust on-line reporting systems are strict
requirements for the custodian. The master custodian is deeply involved in the accounting and
operations of the UT System funds and is an extension of the back office for UTIMCO. The
purpose of this Request for Proposal (RFP) was to review the capabilities of potential suppliers of
master custody, securities lending, and related services for UT System’s estimated $18.7 billion in
aggregate assets as of November 30, 2005.

Background: Mellon Trust of New England, N.A. (formerly Boston Safe Deposit and Trust
Company) was hired as the master custodian for the UT System accounts as of September 1,
1995 with a contract extending through June, 2000. The contract was renewed for one year until
June 30, 2001. The contract was then amended and restated as of July 1, 2001, to terminate on
June 30, 2006.

Mellon Trust has served the UT System funds and UTIMCO staff very well. UTIMCO staff has
been very pleased with the service provided by Mellon Trust and their ability to customize the
specific requests and demands of UTIMCO staff. The purpose of the contract review was not due
to dissatisfaction with Mellon Trust but to survey the services, abilities, and cost of other custodians
in the industry. UTIMCO management and staff recognized that switching custodians and
undertaking a conversion could be extremely time consuming, interrupting the daily functions,
operations, reporting, and management of the Funds. However, staff also recognized the need to
periodically review the costs and services provided by existing service providers and compare to
other providers in the industry.

Process: UTIMCO staff established an internal committee to participate in the custodian review.
The committee included individuals from Information Technology, Risk Management, Public
Markets, Accounting and Operations. The committee developed a draft RFP in December, 2005,
including the Schedule of Key Events. The schedule was included in the service review plan sent
to Chairman Huffines in December, 2005. The draft RFP was sent to the UT System Office of
General Counsel and the UT System Department of Finance for comments. The RFP was than
presented to the Audit and Ethics Committee for review and comment at its January 16, 2006
meeting. After approval by the Audit and Ethics Committee, the RFP was distributed to six
potential candidates on January 18, 2006. The candidates were selected based on their reputation
in the industry. In addition, a custodian was included if representatives from the organization had
visited UTIMCO staff over the past few years and had requested to be included in a future RFP.
Those candidates were Mellon Trust, State Street, Northern Trust, Bank of New York, JP Morgan
Chase, and Wachovia. The Audit and Ethics Committee gave staff direction to undertake this
process with careful diligence and provide updates as necessary. Committee Chairman Nye was
provided periodic progress reports from Joan Moeller via telephone.



In order to give the candidates additional time to respond to the RFP, the original Schedule of Key
Events was changed at the suggestion of Chairman Huffines, with responses due February 24,
2006. During the time between when the responses were sent on January 18! to the due date,
UTIMCO staff was available to discuss specifics related to the RFP, UTIMCO, and the UT System
funds. The candidates mainly submitted questions in writing, and in certain instances, staff
believed that it would be beneficial to respond to their questions via a conference call to assist the
candidate in understanding the unique requirements of UTIMCO related to the UT System funds.
Therefore, UTIMCO staff had conference calls and in-house visits with some of the candidates.

Each candidate, except for Wachovia, responded to all of the sections outlined in the RFP.
Wachovia only responded to the Securities Lending section. The internal committee reviewed the
five responses received from the candidates (Mellon Trust, Northern Trust, State Street, Bank of
New York, and JP Morgan Chase). Each committee member rated the responses to the twelve
broad sections included in the RFP and weighted each section based on importance. The sections
included:

Organization

Client Service/Administration

Global Custody/Securities Processing

Cash Management/Income Collection

Corporate Actions and Tax Claims

Accounting/Reporting

Performance Measurement/Portfolio Analytics/Risk Management

Audit Controls

On-line Systems/Technology

Securities Lending

Conversion/Transition

Fees

Based upon the review and rating conducted by members of the internal committee, the list of
candidates was narrowed to three finalists: Mellon Trust, Bank of New York, and Northern Trust.
At this stage of the review, the committee did not give fees a high weight in the decision to select
the three finalists. We did review the fees and determined that Mellon Trust had the lowest fees of
the five and had reduced their fees approximately 30% from their current schedule.  Northern
Trust had the highest fee, but the committee felt their responses to the RFP warranted them as a
finalist and that the fees could be negotiated.

Five members of the internal committee visited the Bank of New York (in New York) and Northern
Trust (in Chicago). The committee did not visit Mellon Trust since they were familiar with their
organization. Bill Edwards, Gary Hill, Debbie Childers, David Gahagan, and Marjorie Harrigan
were the five members making the site visits. During the visits, the UTIMCO representatives were
given presentations by key personnel at each location, and were given tours and demonstrations of
the areas and systems that would be used to provide service to the UT System funds. Each
service area at both locations was represented. UTIMCO personnel asked questions and
requested demonstrations of the key systems and reports that each candidate had available. The
committee conducted an intense review of the services offered. Through interactive presentations
and interviews, the group was able to develop a sense of the candidate’s culture as well.



All three finalists were invited to UTIMCO’s office to give two to three hour presentations to the
internal committee and other interested UTIMCO staff. They were to discuss their organization and
capabilities, demonstrate on-line systems/technology, and to further expand on questions in the
RFP. In addition, the committee requested additional clarifications based on the onsite visits and
RFP responses.

The committee reviewed and debated the merits of each of the finalists. One interesting finding by
the committee was that in certain areas where the committee had particular questions, none of the
three candidates were further advanced nor had found the appropriate solution. In fact, all three
were in the process of searching for the best solution. The committee did find certain on-line
capabilities offered by Bank of New York and Northern Trust that staff thought would be very
useful.

Recommendation:

After several months of reviewing custodians, the internal committee recommends that Mellon
Trust remain as the custodian for the UT System funds. Over the past eleven years, Mellon Trust
has gained an in-depth knowledge of and experience with the funds’ structure and sophisticated
investment strategy and process. Mellon has become an extension of the UTIMCO staff and works
very closely with staff on a daily basis. Staff has worked with Mellon to create a highly customized
product and Mellon provides the service to meet our demands. Mellon has grown up with
UTIMCO, adding additional pieces of business such as the General Endowment Fund, Permanent
Health Fund, Hedge Fund Pools and the Intermediate Term Fund, and services such as ODBC
and daily valuation over the years. As the review process began, particular areas were
investigated where the committee thought Mellon may have fallen behind their peers or where
Mellon could improve upon it services. The internal committee discovered that each of the other
custodians had the same issues or couldn’t even grasp the concerns or specifics of the issues.

Mellon has been challenged throughout the years. The other candidates really didn't offer any
services above what the level of services being offered by Mellon. They did provide assurances
that they could build the systems UTIMCO already has in place and provide us with first rate
service. However, the committee felt there was going to be a cost of time and money to get this
done. UTIMCO has already experienced these growing pains with Mellon, and the other
candidates offered no compelling advantages to go through them again with a new custodian.
The overall conclusion of the committee was that a change in custodian would require a recreation
of the processes and procedures already in place, and a tremendous “leap of faith” that the other
custodians could deliver. This duplication of effort and risk were determined to be too large to
justify a change in custodians at this time.

The committee did find that the Bank of New York was the most willing to adapt or modify their
services to meet the UTIMCO needs. Northern Trust was much more interested in having
UTIMCO change their structure to fit the processes Northern Trust already had in place for their
other clients. The reference calls made by the committee also highlighted that the reference
organizations provided by the Bank of New York and Northern Trust did not utilize the custodians
in the same manner or to the same extent that UTIMCO currently utilizes Mellon.



The review of the custodians was a very worthwhile effort. At the beginning of the process, the
Audit and Ethic Committee was told that the services provided by the custodians were the most
important factor to us. Fees were important but without the appropriate level of service, fees could
quickly cost more in the long run.  The internal committee has now determined that Mellon has
been providing excellent service at a fair price in comparison with their competition. The
committee also identified enhancements and improvements that can be made with Mellon.
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Discussion and Consideration of the Audit Charter of the Audit and Ethics
Committee

Boldt, Moeller
Nye
Action item; Action required by UTIMCO Board

The Audit and Ethics Committee and the Risk Committee held a joint meeting on
January 16, 2006, to discuss the oversight responsibility of the committees related to
investment compliance, enterprise risk management, and investment risk
management. Currently, the Audit Charter of the Audit and Ethics Committee states
that the Audit and Ethics Committee is to assist the UTIMCO Board in monitoring the
Corporation’s compliance processes associated with investment policies and
enterprise risk management. The Audit Charter also states that the Audit and Ethics
Committee is to evaluate the overall effectiveness of the corporation’s enterprise risk
management framework and to evaluate whether management is setting the
appropriate tone at the top by communicating the importance of enterprise risk
management. The Charter of the Risk Committee contains language that the Risk
Committee is to provide oversight and monitor investment risk management.

The UTIMCO Board approved the Risk Charter at its meeting on March 30, 2006.
The UTIMCO Board delayed action on the Audit Charter of the Audit and Ethics
Committee; allowing time for the Audit and Ethics Committee to review the proposed
changes. The Audit and Ethics Committee reviewed changes to the Audit Charter of
the Audit and Ethics Committee at its May 16, 2006 meeting.

The Committees determined that the Risk Committee should be responsible for
investment risk management and compliance. However, the Audit Committee
should still retain responsibility for reporting to the UTIMCO Board that an effective
enterprise risk management is in place, which includes investment risk management
and compliance. The Audit and Ethic Committee will look to the Risk Committee for
assurance regarding investment risk management and compliance.  The
Committees requested that staff delineate the responsibilities of the Committees and
describe the relationship. Staff has proposed the following changes to the Audit and
Ethics Charter:
« Added a section, “Oversee the Corporation’s Enterprise Risk
Management” on page 8. This section describes the Audit and
Ethics Committee’s responsibiliies related to enterprise risk
management, contains the appropriate definitions for technical
terms, and provides specific program objectives.
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. Language has been added to clearly indicate that the Audit and
Ethics Committee may rely on assurances from the Risk Committee
in determining compliance.

. Two minor edits were proposed by Vinson & Elkins to clarify scope
and independence (Page 2).

Recommendation: The Committee will recommend appropriate action related to the Audit Charter of the
Audit and Ethics Committee.

Reference: Audit Charter of the Audit and Ethics Committee



RESOLUTION RELATED TO
AUDIT CHARTER OF THE AUDIT AND ETHICS COMMITTEE

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




UTIMCO

AUDIT CHARTER
OF THE
AUDIT AND ETHICS COMMITTEE

Background

The Board of Directors (the “Board™) of UTIMCO (the “Corporation™)
established an Audit and Ethics Committee (the “Committee™) on
February 22, 1996. On July 15, 1996 the Board adopted certain resolutions
regarding, among other things. the Corporation’s Audit and Ethics Committee
Mandate (the “Mandate™). The Mandate was superceded by this Audit Charter,
adopted-by-the UTIMCO Board-on-June 292000 -as-amended-onJune 26,2003

Purpose

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

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

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

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

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

. the Corporation's audit policies, ethics programs, and adherence to

regulatory requirements; and

” the Corporation's eemplianee—proeesses—associated —with—mvestment
pelicies-and-enterprise risk management.

The Commitiee is responsible for maintaining free and open communication as
well as effective working relationships among the Committee members,
independent external auditors, UT Svstem’s mternal auditors, and management of
the Corporation. To perform his or her role effectively, each committee member

1



scope

will need to develop and mamntain his or her skills and knowledge. mcluding an
understanding of the Committee’s responsibilities and of the Corporation’s
activities, operations and risks.

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

h-addition—te—the—Corporation; 11his Audit Charter sets forth the Committee’s
monitoring responsibilities with respect toshall-eneempass the Corporation and

the investment funds subject to the Investment Management Services Agreement
by and between the U T Board and the Corporation effective March 1, 1996, and
any subsequent amendments or restatements. As such, the role and purpose of the
Committee_includes monitoring the functions and processes for both the Corporation
and the investment assets managed on behalf of the UT Board.

Composition

The Commuttee shall be composed of three members of the Board; such members
to he appﬂinted l"mm time lo t'une bya majurii}f of the Bna:d and appm'w:d lw the
Members of the Committee must meet the mdependem::; ‘and financial illf:rac}
requirements as defined below., A member may be removed with or without
cause at any time by a vote of a majority of the Board.

Independence Requirements

The Board shall determine that all members of the Committee are independent.
Fhe—definibon—af —independent”—s—aA person 15 “independent” who has no
relationship with the Corporation which would interfere with his or her exercise
of independence from management. In addition, Committee members would not
be “independent” if during the three years prior to their appointment or at any
time during their service on the Committee, they accepted, directly or indirectly,
any consulting, advisory, or other compensatory fee from the Corporation apart
from travel and expense reimbursement they may receive as members of the
Board and its Committees.

Financial Literacy

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

Financial Management Expertise



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

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

e an abilily to assess the application of these principles in connection with
accounting for estimates, accruals and reserves;

o anunderstanding of audit committee functions;

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

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

Meetings; Quorum; Etc.

The Corporation’s Bylaws state that any committee created by the Board shall (i)
have a chairman designated by the Board. (ii) fix its own rules or procedures, (iii)
meet at such times and at such place or places as may be provided by such rules
or by resolution of such committee or resolution of the Board, and (iv) keep
regular mmutes 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 al its next succeeding meeting. At every meeting of any such
committee, the presence of a majority of all the members thereof shall constitute a
quorum, and the affirmative vote of a majority of the members present shall be
necessary for the adoption by #t 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
commiiiee, the member or members present at any meeting of the committee and
not disqualified from votng, whether or not constitulmg a quorum, may
unanimously appoint the designated alternate Director to act at the meeting in the
place of the absent or disqualified member.

Functions, Duties and Responsibilities

Review Financial Statements for Quality Considerations.  The Committee has
the following duties and responsibilities with respect to the financial statements of
the Corporation and the investment funds managed on behalf of the UT Board:



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

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

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

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

Monitor Management's Handling of Internal Controls—and Enterprise Risk
Management.  The Committee has the following duties and responsibilities
with respect to its monitoring of the mtegrity of the financial reporting process
and internal controls of the Corporation and the investment funds managed on
behalf of the UT Board:

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

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

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

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

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

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



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

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

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

Mg emrent-Faneworks

® evitluate whether mansgement s setting the appropriate tone at the top by

eommuicating the impontance of enterprise risk-manage ment:-and

» e of management. LT Svstem™s anternal auditer. and the independont

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

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

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

. approve the fee arrangement of the independent auditor;



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

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

Auditor Independence

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

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

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

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

Work with the Internal Audit Function

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

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

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

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



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

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

Monitor Ethics Program

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

review the Code of Ethics policy of the Corporation annually and
recommend any proposed changes to the Board for approval;

annually evaluate and review the Corporation’s compliance process;

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

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

Oversee Regulatory Compliance

The Committee 15 responsible for overseeing the effectiveness of the system for
assuring compliance with laws and regulations and has the following duties and
responsibilities:

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

obtamm regular updates from management and the Corporation’s legal
counsel regarding compliance matters that may have a material impact on
the Corporation’s and mvestment funds’ financial statements or
compliance policies;

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

review the findings of any examinations by regulatory agencies.



Oversee the Corporation’s Enterprise Risk Management. Without lmiting
any of the foregomg. the Committee. along with management and other
personnel. as directed by the UTIMCO Board. is responsible for the Corporation’s
enterprise risk management. Enterprise risk management assists management in
achieving the Corporation’s performance goals and prevents loss of resources:
helps ensure effective reporting and compliance with laws and regulations: and
helps avoid damage Lo the Corporation’s reputation and associated consequences.
Enterprise risk management enables management to effectively deal with

gg;ﬁ ugy aud aqs:}c;g;;d risk y;d Epgﬂuﬂgﬁ . enhancing the capacity to build

sponsibilities related to enterprise risk

mana Ement.

« eavaluate the overall effectivenass of the Corporation’s achieving its
objectives, as set forth in four categories:
» Strategic — high-level goals, aligned with and
supporting its mission;
»  Operations — effective and efficient use of its resources:
» _Reporting — reliability and timeliness of reporting; and
»  Compliance -
= __with applicable laws and regulations:
»  with non-investment Board policies such as the
Code of Ethics and Delegation of Authority, and
non-investment_items_in_the Board investment
policies; and
B with 1) mvestment rnsk management and
compliance. 2) integrity of risk management
procedures and controls, 3) mtegrity of risk
models and modeling processes, and 4) liquidity
of the Permaneni Umiversitv. General
Endowment Fund. and Intermediate Term Fund:

« evaluate whether management is setting the appropriate tone at the
top by commumnicating the importance of enterprise risk, and

« inquire of management. UT System’s internal auditor. and the

independent external auditor about significant enterprise risks or
exposures to the Corporation and how these are being managed.

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

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



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

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

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

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

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

Powers and Limitations

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

Approved by the Board of Directors an- Miay-19-2005May 23, 2006,
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Discussion and Consideration of Engagement of Ernst and Young as Corporation’s
Independent Auditor

Moeller; Lee
Nye
Action item; Action required by UTIMCO Board

The Audit Charter of the Audit and Ethics Committee (“Committee”) sets forth the
responsibilities of the Committee and UTIMCO Board with respect to hiring the
Corporation’s independent auditor. The Committee recommends the appointment of
the independent auditor, and the auditor is ultimately accountable to the Committee
and the Board. In addition, the engagement letter has to be submitted to the State
Auditor’'s Office for their approval. The external auditors for the investment funds
managed by UTIMCO are selected by the U.T. Board of Regents.

The Committee will recommend appropriate action related to engagement of E&Y as
the Corporation’s independent auditors.

FY 2006 is the fourth year that Ernst & Young LLP will serve as the Corporation’s
auditor. The external auditor for the investment funds are hired by U.T. Board of
Regents and U.T. System is currently negotiating the contract with Ernst & Young.
Estimated fee for UTIMCO’s 2006 audit services is $40,000, plus out-of-pocket
expenses, and represents an increase of approximately $5,000 over the prior year
fee.

Ernst & Young LLP Engagement Letter



RESOLUTION RELATED TO ENGAGEMENT OF
INDEPENDENT AUDITOR

RESOLVED, that the firm of Ernst & Young, LLP be, and is hereby, engaged
as the independent auditor of the Corporation for the year ended August 31,
2006, as submitted by the Audit and Ethics Committee.




F 1] ER'NST F YO[ ING # Ernst & Young LLP » Frone: (512) 478 J;_?-I

Snba 14800 Fax {512 47
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April 11, 2006

The University of Texas Investment Management Company
401 Congress Avenue, Suite 2800

Austin, Texas 78701

Attention: Joan Mocller

Dear Ms, Mocller;

l.

This will confirm the engagement of Ernst & Young LLP (“we" or “E&Y™) by the Audit and

Ethics Committce of The University of Texas Investmient Mapagement Company {the
“*Company” or “UTIMCO™) to perform an audit of the Company’s financial statements and
its internal control over fmancial reporting (referred to heremafter as the “integrated audit™),
Az part of the mtegrated audit, we will audit and report on the financial statements of the
Company for the year ended August 31, 2006 (the “audit of the financial statements™). We
also will audit and report on the cffectivencss of internal contrel over financial reporting as
of August 31, 2006 (the “audit of imternal controF’). All of the services deseribed m this
paragraph may hercafter be reforred to as either “Audit Service” or “Audit Scervices.”

Integrated Audit Responsibilities and Limitations

)
-

The objective of our audit of the financial statements is o cxpress an opmion on whether the
financial statements are presented fairly, i all material respects, in conformity with U8,
generally accepted accounting principles.  The objectives of our audit of internal control arc
to cxpress an opmmion on the cHectivencss of mtemnal control over fmancial reporting.
Should conditions not now anticipated prechide us from completing cither our audit of the
financial statcments or our audit of mtemal control and issuing our report thercon, we will
advise the Audit and Ethics Committee and management promptly and take such action as
we deem approptiate.

We will conduet our integrated audit in accurdance with auditing standards generally
accepted m the United States, Those standards require that we obtam reasonable, rather
than absolute, assurance that the financial statements are free of material misstatement,
whether caused by error or fraud, and that the Company maintained, in all material respects,
cffective internal control over financizl reporting as of the date specified in management’s
assesstent, As the Company is aware, there are inherent limitations in the audit process,
mchiding, for cxampke, sclective testing and the possibility that collusion or forgery may
prechide the detection of material error, fraud, and illegal acts. Accordingly, there & some
risk that a material mistatement of the financial statements or a material weakness in
internal control over financial reporting would remain undetected. Also, an audit of the
finaneial statements & not designed to detect error or fraud that is immaterial to the financil
statements.  Smmilarly, an audit of mternal control & not designed to detect deficiencics in

A Member Practice of Emst & Young Global
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mternal control over financial reporting that, individually or in combination, arc less severe
than a material weakness.

4. We will consider the Company’s internal contral over financial reporting in determining the
nature, timing, and extent of cur audit procedurcs for the purpose of expressmyg our opinion
on: (1) the financial statements, and (2) the cffectivencss of intemal control ever financial
reporting. Our report on item (2) above relates to the offectivencss of the entity’s internal
contral taken as a whole, and net to the cffectivencss of cach individual internal control
conponent,

5. In accordance with the auditing standards gencrally accepted in the United States, we will
cummunicate certam matters related to the conduct and results of the audit to the Audit and
Ethics Committec. Such matters include, when applicable, disagreements with management,
whether or not resolved: serious difficultics encountered m performing the audit: our level of
responsibility under U.S, generally aceepted auditing standards for the financial statements,
for internal control, and for other information in documents containing the audited financial
statcments; unadjusted audit difforences that were determined by management to be
immaterial, both mdividually and in the ageregate, to the financial statements as a whole:
changes in the Company’s significant accounting policics and micthods for accounting for
significant unusual transactions or for controversial or emergmg arcas: our judgments about
the quality of the Company’s accounting principles: our basis for conclusions as to sensitive
accounting cstimates: management’s consultations, if any, with other accountants. and major
issues discussed with mapagement prior to our retention.

6. If we determine that there s evidence that fraud or possible illegal acts may bave eccurred,
we will bring such matters to the attention of an appropriate level of management. If we
become aware of fraud mvolving scnior management or fraud (whether by senior
management or other employees) that canses a material misstatement of the financial
statements, we will report this matter direetly to the Audit and Ethics Commuittee. We will
determine that the Audit and Ethics Committee is adeguately informed of illegal acts that
come to our attention unkess they are clearly meonsequential. In addition, we will inform the
Audit and Ethic Committee and appropriate members of management of significant audit
adjustments noted during our audit procedurcs,

7. We will comnumnicate in writing to management and the Audit and Ethics Committee all
significant deficiencics and material weaknesses in internal control over financial reporting
that we wdentify during the course of our mtegrated audit. The dentification of a material
wiakness will cause us to ¢xpross an adverse opinion on the cffectivencss of the Companys
mternal control over financial reporting. We ako will comnumicate to managenment in
writing all internal control deficiencies (that is, those deficiencics in internal control over
financial reporting that are of a4 lesser magnitude than significant deficiencics) identified
during the integrated audit and not previously comnunicated by us or by others, We abso
will communikate to the Board of Dircctors the existence of any significant deficiency or
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material weakness as a result of meffective oversight by the Audit and Ethics Committee of
the Company’s external financial reporting and internal control over financial reportng,

Management’s Responsibilities and Representations

8.

10,

The fmancial statements and managenent’s assessment of the offectivencss of mternal
control over financial reporting are the responsibility of the Company’s mapagement,
Management is responsible for cstablishing and mamtammg cffective mternal control over
financial reporting, for properly recording transactions m the accounting records, for
safeguarding asscts, and for the overall fair presentation of the financial statements.
Management of the Company also is responsible for the identification of, and  for the
Company’s compliance with, laws and regulations applicable to its activitics

Management s responsiblke for adjusting the fnancial statements fo correet material
misstatements and for affiming to us i its representation letter that the effects of any
unadjusted differences accumulated by us during the applicable Audit Service and pertaining
to the latest period presented are immaterial, both individually and in the aggregate, to the
financial statements taken as a whole.

Management & responsibke for apprsing uws of all allegations involving financial
improprictics received by management or the Audit and Ethics Committee (regardless of the
source of form and inchiding, without limitation, allegations by “whistle-blowers™), and
providing us full access to these allegations and any mternal mvestigations of them, on a
timely basis. Allegations of financial improprictics inchide allegations of manipulation of
financial results by management or employecs, misappropriation of assets by management or
employees, mtentional circumvention of mternal controls, mappropriate influence on related
party transactions by rclated partics, intentionally misleading the auditors, or other
allcgations of illcgal acts or fraud that could result m a misstatement of the financial
statements or otherwise affect the financial reporting of the Company. If the Company limits
the information otherwise available to us under this paragraph (based on the Company’s
claims of attorncy/client privikege, work product doctrine, or otherwise), the Company will
mmediately inform us of the fact that certain mformation is being withheld from us. Any
such withholding of mformation could be considered a restriction on the scope of our Audit
Services and may prevent us from opiming on the Company's financial statcments or mtemal
control over financial reporting: alter the form of repont we may issuc on such financial
statements or mternal contrel over financial reportmg: prevent us from consentmg to the
mchision of previously sued auditer’s reports in fiture Company filings: or otherwise
affeet our ability to continue as the Company’s mdependent auditors. The Company and we
will disclose any such withho iding of mformation to the Audit and Ethics Commuttee.
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11. Management & tesponsible for evalvating the effectivencss of the Company’s mternal

12,

control over financial reporting using suitable control criteria and for supporting its
gsscsstnent with  sufficient  evidence, inchiding  documentation, Management ako s
responsible for presenting a written asscssment of the cffectivencss of the Company’s
internal contral over financial reporting as of the end of the Company’s most recent fiscal
year.  In comnection with its asscssment of mternal control over fmancial reperting,
management will affirm te us in its representation ketter that it has: (1) disclosed to us all
sigmificant deficiencics m the design or operation of internal control over fmancial reporting,
and (2) wentificd those that it belicves to be matenal weaknesscs,

As 1equired by auditing standards generally accepted m the United States, we will make
specific inguirics of management about the representations contained in the financial
statements and management’s asscssment of the cffectivencss of mtermal contral over
financial reporting. Those standards also require that, at the conchlusion of the apphicable
Audit Service, we obtain representation ketters from ¢ertain members of management about
these matters, The responses to those mequirkes, the written representations, and the results
of our procedurcs comprise the cvidential matter we will rely upon in completing the
applicabk: Audit Service. Management is tesponsible for providing us with all financial
records and telated  information and making availabk: te ws all mtemal control
documentation and records necessary to complete our Audit Services on a timely basis,
Management’s failure to do se may causc us to delay our report, as applicable, modify our
procedures, or even terminate our cngagement.

Fees and Billings

13

14,

Wy estimate that gur fee for the audit of the 2006 financial statements and our audit of
internal control will be approximately $40,000 plus expenscs. However, our actual foee may
exceed the top of this range, We will submit cur mvoices monthly and payment of them will
be made upon recept.

In addition, the Company shall remmburse us for direct expenses incurred in connection with
the performance of the Audit Services Direct expenses include reasonable and customary
out-of-pocket cxpenscs such as travel meals, accommedations and other expenscs
specifically related to this engagement. E&Y may receive rebates in connection with certain
purchases, which are used to reduee overhead charges that E&Y would otherwise pass on
to its clients

Our cstimated foes and scheduk: of performance arce based upon, among other things, our
preliminary review of the Company’s records and the representations Company personngel
have made to us, the Company’s documentation of intetnal control over financial reporting,
the procedures the Company performs to support management’s assessment of the
cffectivencss of mternal control over financial reporting, and the results of our audst
procedures. They also are dependent upon the Company’s persenncl providing a reasonablk:
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16.

kevel of assistance during cur integrated audit. Should our assumptions with respect to these
matters be meorreet or should the docomentation of imteroal comtrol, results of our
procedures, condition of the records, degree of cooperation, extent of procedures
performed by the Company to support management’s asscssment, or other matiers beyond
our reasonable control require additional commitments by us beyond those upon which our
cstimated foes are based, we may adjust our foes and planned completion dates. In addition,
foes for any special audit-related projects, such as proposed business combinations or
rescarch and/or consultation on special business or financial ksues, will be bilkd separately
from the foes referred to above and will be the subject of other written agreements,

In the event we are requested or authorized by the Company or are required by government
regulation, subpocna, or other kegal process to produce our documents or our personnel as
witnesses with respect to our engagements for the Company, the Company will, so keng as
we are not a party to the procceding in which the information & sought, reimburse us for
our professional time and expenses, as well as the foes and cxpenses of our counsel, incurred
n responding to such requests.

Other Matters

17

E&Y understands that acceptance of this contract acts as acceptance of the authority of the
State Auditor’s Office to, i connection with the State Auditor’s Office monitoring of the
use of such funds, receive copics of mvwices and all documentation which may be
reasonable required by the State Auditor’s Office to substantiate such invoices, E&Y further
agrees to reasonably cooperate in gooed faith with the State Auditor’s Office in the conduct
of any mvestigation by the State Auditor’s Office regarding the use of such funds, inchiding
by providing all such mveices and ether documentation, inchiding, copics of time sheets,
pertinent books, documents, workpapers and records of E&Y relating to this contract. 1f
photocopics of pertiment books, documents, working papers, and records of E&Y arc
reguested, E&Y will send a ketter to the Texas State Auditer’s Offie  or regulatory
representative of the State similar (but not idemtical) in form to that i the American
Institute of Certified Public Accountants Auditing Section 9339, and such letter will be
acknowledged by the Texas State Auditer’s Office or regulatory representative of the State
prior to provision of any photocopies by E&Y. Any phetocopies of pertinent books,
documents, working papers, and records of E&Y will be identificd as “Confidential
Treatment Requested by E&Y™. E&Y agrees that this clause conceming the State Auditor’s
Office is included in any subcontracts it awards,

UTIMCO cxpressly permits and approves E&Y to provide the State Auditor’s Office with
gecess to any drafl audit reports and with copics of all final audit reports provided under the
agrecmient as teguested by the State Auditor’s Office and E&Y agrees to do so
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18,

19,

20.

21,

22,

UTIMCO will provide the State Auditor’s Office with timcly, advance netice of key
mectings, which State Auditor’s Office representatives may attend, related to any audit
cngagement entered into under this delegation of authority,

The Company shall not, during the term of the Agreement and for 12 months followmng its
termination for any reason, solicit for cmployment, or hire, any E&Y personnel involved in
the performance of the Audit Scrvices, except as otherwise agreed in writing by E&Y:
provided that the Company shall not breach its obligation hercunder by generally advertising
gvailable positions or hiring E&Y personnel who cither respond to such advertisements or
cume to the Company on their own mftiative without direct or indirect encouragement from
the Company,

In addition, the Company shall not, without the prior written consent of E&Y, solicit for
cmployment or for a position on its Board of Dmectors, or hire, any current or former
partner or professional employee of E&Y, any affiliate thereof, or any other member of the
global Emst & Young nctwork or any of their respective affiliates, if such partner or
professional employee has been mvolved in the performance of any andit, review, or attest
service for or relating to the Company at any time since the date of filing of the Company’s
most recent periodic annual Teport or in the 12 months precedmy that date,

By your signature below, you cenfirm that the Company, through its Board of Dircctors,
has authorized the Audit and Ethics Committee to enter inte this agreement with us on the
Company's behalf and that you have been expressly authonzed by the Audit and Ethics
Committee to cxceute this agreement

Any dispute or claim arising out of or relating to services covered by this agreement or any
other services hercafter provided by or on behalf of E&Y or any of its subcontractors or
agents to the Company or at its roquest (including any matter mvolving any third party for
whose benefit any such services arc provided). shall be resolved by mediation and arbitration
conducted as sct forth in the attachment to this agreement and incorporated herein by
reference, Arbitration shall take place in New York, New York. Judgment on any arbitration
award may be entered in any court having jurisdiction.

If any portion of this agreement s held to be void, mvalid, or otherwise unenforceable, n
whole or part, the remaining portions of this agreement shall remain in offect.  This
agrecment shall be governed by, and construed m accordance with, the kws of the State of
New York applicable to agreements made and fully to be performed therein by residents
thereof

We will perform the Audit Services described herein for cach of the Company’s subsequent fiscal
years based on the terms and conditions set forth in this agreement until cither the Audit
Committee or E&Y terminates the agreement. Changes in the scope of our Audit Services and
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estimated foes for such services in subscquent fiscal years will be communicated in supplemental
letters,

1f these arrangements arc acceptable, pleasce sign one copy of this agreement and return it to us.,
We very much appreciate the opportunity to serve as UTIMCO's independent auditors and would
be pkased te furnish any additional informatien vou may request concerning our respensibilitics

and functions.

Yours very truly,
Guanet + M“’

The University of Texas Investment Management Company

By:

Joan Moclker
Managing Directar
Accounting, Fmance and Admmistration

Date



Dispute Resolution Procedures

Mediation

A party shall submit a dispute to mediation by written notice to the other party or parties. The
mediator shall be sclkeeted by the parties. If the parties cannot agrec on a mediator, the CPR
Institute for Dispute Resolution (“CPR”) shall designate a mediator at the request of a party. Any
mediator nust be accoptable to all partics.

The mediator shall conduct the mediation as he/she determines with the agreement of the partics,
The partics shall discuss their differences in good faith and attempt, with the assistance of the
mediator, to reach an amicable resolution of the dispute, The mediation shall be treated as a
settlement discussion and shall therefore be confidential. The mediator may not testify for either
party in any later procceding relatmg to the dispute. The mediation procecdings shall not be
recorded or transcribed.

Each party shall bear ifs own costs in the mediation. The partics shall share cqually the foes and
expenses of the mediator,

Arbitration

If the partics have not resoblved a dispute within 90 days after the written notice begmning
mediation (or a longer period, if the parties agree to extend the mediation), the mediation shall
terminate and the dispute shall be settled by arbitration, The arbitration will be conducted in
accordance with the procedures in this document and the CPR Rules for Non-Administered
Arbitration (*Ruls™) as i effeet on the date of the Agreement, or such other rukes and
procedures as the partics may agree. In the event of a conflict, the provisions of this document
will control.

The arbitration will be conducted before a pancl of three arbitrators, of which cach of the parties
{or cach group of aligned partics) shall seleet one from the CPR Pancls of Distinguished Neutrals
using the sereened selection process provided m the Rulkes, and the third of which shall be sclected
as set forth in the Rules. Any Bsue concerning the extent to which any dispute & subject to
arbitration, or concerming the applicability, interpretation, or enforceability of any of these
procedurcs shall be govermed by the Federal Arbitration Act and resolved by the arbitrators. No
putential arbitrator may be appomted unkess be or she has agreed m writing to these procedures,

The arbitration pancl shall have no pewer to award non-monetary or equitabke relief of any sort.
Damages that arc mconsistent with any applicable agreement, that are punitive m nature, or that
are not measured by the prevailing party’s actual damages, shall be unavailable in arbitration or
any other forum. The parties expressly waive the right to such damages, and the arbitrators shall
have no power to award them, The arbitrativn pancl shall have no power to make an award or
miposc a remedy that could not be made or mposed by a court deciding the matter i the same
Jurisdiction.
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Discovery shall be permitted in connection with the arbitration only to the extent, if any, expressly
authorized by the arbitration pancl upon a showmg of substantial nced by the party sccking
dscovery.

All aspects of the arbitration shall be treated as confidential. The partics and the arbitration pancl
may dischose the existence, content or results of the arbitration only in accordance with the Rulkes
ot applicable professional standards. Before making any such disclosure, a party shall give written
nutice tu all other partics and shall afford them a reasenable opportunity to protect their interests,
cxcept to the extent such disclosure to government agencics or other regulators & necessary for
the disclosing party to comply with applicabk bw or regulatory tequirericnts,

The result of the arbitration shall be binding on the partics, and judgment on the arbitration award
may be entered in any court having jurisdiction.
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Action item; Action Required by UTIMCO Board and Board of Regents

The Texas Education Code Chapter 66, §66.08 requires, among other things, that the

Board of Regents approve the code of ethics of the corporation. The Code of Ethics
(“Code”) sets forth the basic principles and guidelines for directors and employees of
The University of Texas Investment Management Company (‘UTIMCO”).

A joint meeting of the Policy Committee and Audit and Ethics Committee was held
on May 16, 2006, to review the revised Code of Ethics. The joint meeting was held
because both the Audit and Ethics Committee and the Policy Committee have
responsibilities related to the Code of Ethics. The Audit and Ethics Committee, as
mandated by the Audit Charter of the Audit and Ethics Committee, is responsible for
reviewing the Code of Ethics policy of UTIMCO annually and recommending any
changes to the UTIMCO Board for approval. In addition, the Policy Committee
Charter states that the Policy Committee should recommend amendments to the
Code of Ethics.

Committees will recommend appropriate action related to the revised Code of
Ethics.

The Code of Ethics has been rewritten by UT System’s Office of General Counsel,
UTIMCO Staff, Vinson & Elkins and Baker Botts. (The rewrite is based on the latest
copy approved by the Board of Regents. The UTIMCO Board approved changes to
the Code during July 21, 2005; but the Board of Regents delayed reviewing those
amendments.) Since the Code was entirely rewritten, a red-line version of the Code
is not useful. The purpose of the rewrite was to reorganize the Code to make it
easier to reference and amend, and to clarify some provisions that were confusing in
the current version. In addition, certain language approved by the UTIMCO Board in
July 21, 2005 has been added. The areas with substantive changes are as follows:
Expanded Sec. 1.01 General Principles. (This wording was approved by the
Board July 21, 2005.)
e Section 1.03 Definition of “Control”. This section has been clarified to
explain presumption of control.
e Added Section 1.12 (e) Nepotism. This section has been added to exclude
short term hiring of a relative for special projects.
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e Added Section. 2.10 Referrals. This language is consistent with the
Regents’ Rules and Regulations (UTIMCO Board agreed to adding
language related to referrals in July, 2005).

e Section 3.03 UTIMCO Investment in Private Investments. This section has
been clarified consistent with new Section 3.06 (discussed below).

e Added Section. 3.06 Divestment Not Required for Certain Private
Investments. This section has been added to state that a director, director
entity, employee, or employee entity may retain a private investment in a
business entity in which UTIMCO also has an investment provided the
director, director entity, employee, or employee entity acquired that
investment prior to taking a position with UTIMCO.

Revised Code of Ethics; Current Code of Ethics



RESOLUTIONS RELATED TO CODE OF ETHICS

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

RESOLVED, that the foregoing resolution supersedes the resolutions of the Board
adopted on July 21, 2005, that approved amendments to the Code of Ethics; and be
it further

RESOLVED, that the resolutions of the Board adopted on July 21, 2005, approving
amendments to the Code of Ethics are rescinded.




Code of Ethics

Revised Version



THE UNIVERSITY OF TEXAS INVESTMENT
MANAGEMENT COMPANY
CODE OF ETHICS

Subchapter A. GENERAL PROVISIONS

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

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

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

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



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

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

Sec. 1.02. Definitions. In this Code:

(1)  “Audit and ethics committee” means the standing audit and ethics
committee established by UTIMCO bylaws.

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

(3) “Board of Regents” means the Board of Regents of The University of
Texas System.

(4)  “Chief compliance officer” means the person designated from time
to time as the chairman of the employee ethics and compliance
committee.

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

(6)  “Director entity” means an investment fund or other entity

controlled by a UTIMCO director.

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

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

(9) “General counsel” means the lawyer or firm of lawyers designated
from time to time as the general counsel of UTIMCO.



(10)

(11)

(12)

(13)

(14)

(15)

(16)

“Key employee” means an employee who has been designated by
the board as one who exercises significant decision-making
authority by virtue of the position the employee holds with
UTIMCO.

“Personal securities transactions” means:

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

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

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

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

“President” means the chief executive officer of UTIMCO.

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

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

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

“Relative” means a person related within the third degree by
consanguinity or the second degree by affinity determined in
accordance with Sections 573.021 — 573.025, Government Code.
For purposes of this definition:

(i) examples of a relative within the third degree by
consanguinity are a child, grandchild, great-



grandchild, parent, grandparent, great-grandparent,
brother, sister, uncle, aunt, niece, or nephew;

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

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

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

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

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

Sec. 1.03. Definition of “Control.” (a) For purposes of this code, UTIMCO or
a director or employee is presumed to control an investment fund or
other entity if UTIMCO’s or the director’s or employee’s management role
with or investment in the fund or entity enables UTIMCO or the director
or employee, as appropriate, to direct the operating or financial decisions
of the fund or entity. However, the presumption of control by a director
or employee shall be rebutted if the general counsel advises the board
that, based upon a review and confirmation of relevant facts provided by
the respective director or employee, it is the opinion of the general
counsel that the director or employee does not have ultimate control of
the operating or financial decisions of a particular fund or entity.

(b)  Without limiting the provisions of Subsection (a), UTIMCO or a
director or employee is not presumed to control an investment fund or
other entity if UTIMCO or the director or employee does not have a
management role, if the terms of the investment do not give UTIMCO or
the director or employee, as appropriate, the legal right to direct the
operating or financial decisions of the fund or entity, and if UTIMCO or
the director or employee, as appropriate, does not attempt to direct the
operating or financial decisions.

Sec. 1.04. Decision-Making Based on Merit. (a) UTIMCO directors and
employees shall base UTIMCO business transactions on professional



integrity and competence, financial merit and benefit to UTIMCO, and, if
required or prudent, on a competitive basis.

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

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

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

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

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

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

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

(3) accept other employment or compensation that could
reasonably be expected to impair the director’s or employee’s
independence of judgment in the performance of his or her
duties for UTIMCO;

(4) make personal investments that could reasonably be
expected to create a substantial conflict between the
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director’s or employee’s private interest and the interests of
UTIMCO; or

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

. 1.09. Homesty and Loyalty. (a) Directors and employees shall be

honest in the exercise of their duties and may not take actions that will
discredit UTIMCO.

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

. 1.10. Relationship with UTIMCO Not Used for Personal Gain. (a)

Directors and employees may not use their relationship with UTIMCO to
seek or obtain personal gain beyond agreed compensation or any
properly authorized expense reimbursement.

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

. 1.11. Confidential Information. (a) Directors and employees may not

disclose confidential information unless duly authorized personnel
determine that the disclosure is either permitted or required by law.

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

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

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

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

(1) before the date of the selection of the key employee or
consultant; or



(2)  before becoming a relative.

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

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

(e) This section does not prohibit the employment of a relative of an
employee for a short-term special project as a non-exempt employee if
the employee seeking to employ a relative discloses the relationship in
advance to the chief compliance officer and obtains prior approval from
that officer for the employment.

Sec. 1.13. Gifts and Entertainment. (a) A director or employee may not
accept a gift that the director or employee knows or should know is being
offered or given because of the director’s or employee’s position with
UTIMCO. This prohibition applies to gifts solicited or accepted for the
personal benefit of the director or employee as well as to gifts to third
parties.

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

(1) gifts given on special occasions between employees and/or
directors;
(2) books, pamphlets, articles, or other similar materials that

contain information directly related to the job duties of a
director or employee and that are accepted by the director or
employee on behalf of UTIMCO for use in performing his or
her job duties;

(3) gifts from the relatives of a director or employee that are
based solely on a personal relationship between the director
or employee and his or her relative;

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

(5) ground transportation in connection with business meetings,
meals, or receptions;
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(6) fees for seminars or conferences that relate to the director’s
or employee’s job duties and that are sponsored by
UTIMCO’s consultants or agents, prospective consultants or
agents, or persons or entities whose interests may be
affected by UTIMCO; and

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

(c) Attendance of directors or employees at seminars or conferences
that involve entertainment or recreation and that are sponsored and
paid for by UTIMCO’s consultants or agents, prospective consultants or
agents, or persons or entities who interests may be affected by UTIMCO
may in some cases be in the best interest of UTIMCO. An employee must
obtain specific written approval to attend such events from the president
or chief compliance officer. Approval may be withheld for elaborate
entertainment events such as ski trips, hunting trips, or stays at
expensive resorts.

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

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

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

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

Subchapter B. CONFLICTS OF INTEREST

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

for a director or employee when the director or employee has a personal



or private commercial or business relationship that could reasonably be
expected to diminish the director’s or employee’s independence of
judgment in the performance of the director’'s or employee’s
responsibilities to UTIMCO.

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

Sec. 2.02. Exceptions for Minimal Stock Ownership. It is not a conflict of
interest solely because a director or employee has an investment in the
stock of a publicly traded company that is owned, purchased, sold, or
otherwise dealt with by UTIMCO if the director’s or employee’s interest in
the stock is not more than five percent of any class and if the director or
employee is not a director or officer of the company.

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

(b) A director or employee may not take action personally or on behalf
of UTIMCO that will result in a reasonably foreseeable conflict of interest.
If a director or employee believes that an action is in the best interest of
UTIMCO but could foreseeably result in a conflict of interest, the director
or employee must disclose that fact to the chief compliance officer before
taking the action.

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

Sec. 2.05. Curing Conflicts of Interest. (a) A director or employee who
becomes aware, or reasonably should have become aware, of a conflict of
interest shall cure the conflict by promptly eliminating it, except as
provided by Subsection (b).

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

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

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



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

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

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

Sec. 2.06. Disclosing and Refraining from Participation. (a) A director
must disclose any conflicts of interest regarding matters that are before
the Board, absent himself or herself from any relevant deliberations, and
refrain from voting on the matter.

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

Sec. 2.07. Waivers of Conflicts of Interest. (a) The Board shall decide at
an official meeting whether to waive any conflict of interest disclosed
under Section 2.06(b) of this code.

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

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

(d)  The chief compliance officer shall maintain records of all waivers
granted, including the reasons supporting the waivers.

Sec. 2.08. Procedures for Director’s Disclosure of Conflict of Interest. A
director must disclose conflicts of interest in writing to the general
counsel before a UTIMCO Board meeting. If disclosure is made at a
Board meeting, the minutes of the meeting must include the disclosure
of the conflict.

Sec. 2.09. Procedures for Employee’s Disclosure of Conflict of Interest.
(a) An employee must promptly disclose conflicts of interest in writing to
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the chief compliance officer through the financial disclosure and ethics
compliance statement required by Section 4.03 of this code. The chief
compliance officer shall report to the audit and ethics committee
regarding the statements the officer receives under this subsection.

(b) If a person with a duty to disclose a conflict has a reasonable
cause to believe that disclosure to the chief compliance officer will be
ineffective, the person shall disclose the conflict to the audit and ethics
committee by filing a written disclosure with the chairman of the
committee. The UTIMCO office manager shall provide the address of the
chairman of the committee.

(c) A copy of the disclosure provided to either the chief compliance
officer or the audit and ethics committee shall be provided to the
employee’s supervisor unless the person with the conflict of interest
believes that the disclosure would be detrimental to the resolution of the
conflict.

Sec. 2.10. Referrals. Referral of information from a director related to
investment opportunities outside of a posted open meeting of the board
must be made using the procedures provided by the Regents’ Rules and
Regulations, Series 70201, Section 12.
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Subchapter C. PROHIBITED TRANSACTIONS AND INTERESTS

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

(1)

(2)

a director or employee acting in other than an official
capacity on behalf of UTIMCO;

a director entity, employee entity, or other business entity,
including an investment fund, in which a director or
employee has a pecuniary interest;

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

an investment fund or account managed by a director,
director entity, employee, or employee entity as a fiduciary or
agent for compensation, other than funds for which the
Board of Regents has investment responsibility and for
which UTIMCO has been appointed as investment manager.

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

(1)

(2)

(3)

(4)

owns five percent or more of the voting stock or shares of the
business entity; or

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

received more than five percent of the person’s gross income
for the preceding calendar year from the business entity; or

has a private investment in a business entity, including an
investment fund, controlled by the person.

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

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

(1) invest in the private investments of a business entity if a
director, director entity, employee, or employee entity then
owns a private investment in the same business entity that
was acquired after the date that the respective director or
employee assumed a position with UTIMCO; or

(2) co-invest with a director, director entity, employee, or
employee entity in the private investments of the same
business entity.

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

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

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

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

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

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

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

(b)  The prohibitions provided by this section apply to an employee’s
spouse, minor children, or other dependent relatives.
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Sec. 3.06. Divestment Not Required For Certain Private Investments.

The fact that a director, director entity, employee, or employee entity may
own a private investment in a business entity on the date on which the
director or employee assumes a position with UTIMCO does not require
any individual or entity covered by Section 3.03, 3.04, or 3.05 to divest
any private investment that it may own in the business entity on that
date. However, any transactions concerning the private investment that

might occur after that date are subject to this code.

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

manager of UTIMCO has placed a buy/sell order for execution.

(b)  The prohibition provided by this section applies to a director’s

spouse, minor child, or other dependent relative.

Sec. 3.08. Employee Personal Securities Transactions. (a) An employee or
employee entity may not engage in a personal securities transaction
without obtaining preclearance for each transaction from the chief

compliance officer. Preclearance is effective for one trading day only.

(b)  The chief compliance officer shall verify that no buy/sell order has
been placed by a UTIMCO internal manager for securities of the same
class. If such a buy/sell order has been placed, an employee or
employee entity may not conduct a personal securities transaction for
those securities until at least one trading day after the buy/sell order has

been completed or canceled.

(c) The chief compliance officer shall document preclearances in a
personal securities transaction log for each employee, which will provide

a record of all requests and approvals or denials of preclearances.

(d) An employee who engages in a personal securities transaction
must also provide transactional disclosure for each transaction by
completing a transactional disclosure form and filing it with the chief
compliance officer not later than the tenth calendar day after the trade

date. The form must contain the:

(1) name and amount of the security involved,;
(2)  date and nature of the transaction;
(3)  price at which the transaction was effected; and
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(4) name of the broker through whom the transaction was
effected.

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

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

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

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

() A director or employee may not have stock or other ownership or
profit sharing interest in a consultant selected by the director or
employee for UTIMCO business if the director or employee has the
discretion to select consultants.

(d)  The restrictions provided by this section apply to:
(1)  stock held for a director’s or employee’s own account;

(2) stock or other ownership or profit sharing interests held by a
director’s or employee’s spouse; or

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

(e) The restrictions provided by this section do not prohibit the
ownership of stock in a company that may own stock in a brokerage firm
or consultant if the brokerage firm or consultant is not the dominant or
primary business of the parent company.
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Sec. 3.10. Employee’s Outside Employment or Business Activity. (a) An
employee may not engage in outside employment, business, or other
activities that detract from the ability to reasonably fulfill the full-time
responsibilities to UTIMCO.

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

() An employee, with the prior approval of the Board, may serve as a
director of a company in which UTIMCO has directly invested its assets.
The Board’s approval must be conditioned on the extension of UTIMCO’s
Directors and Officers Insurance Policy coverage to the employee’s
service as director of the investee company. All compensation paid to an
employee for service as director of an investee company shall be
endorsed to UTIMCO and applied against UTIMCO’s fees.

Sec. 3.11. Further Restrictions on Directors and Employees. A director or
employee may not:

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

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

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

(4)  borrow from investment managers, outside service providers,
professional advisors or consultants, banks, or other
financial institutions with which UTIMCO has a business
relationship unless the entity is normally engaged in such
lending in the usual course of business, in which case the
transaction must be on customary terms offered to others
under similar circumstances to finance proper and usual
activities; or
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(5) represent any person in any action or proceeding before or
involving the interests of UTIMCO except as a duly
authorized representative or agent of UTIMCO.

Sec. 3.12. Former Directors and Employees. (a) A former director or
employee may not make any communication to or appearance before a
current director or employee before the second anniversary, in the case
of a former director, or the first anniversary, in the case of a former
employee, of the date the former director or employee ceased to be a
director or employee if the communication is made:

(1)  with the intent to influence; and

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

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

Subchapter D. FINANCIAL DISCLOSURE, COMPLIANCE,
AND ENFORCEMENT
Sec. 4.01. Employee Ethics and Compliance Committee. (a) The
president shall appoint an employee ethics and compliance committee

composed of UTIMCO personnel.

(b)  The chairman of the employee ethics and compliance committee is
the chief compliance officer.

(c) The employee ethics and compliance committee shall:

(1)  provide ethics training for UTIMCO personnel; and

(2) issue opinions on the proper interpretation of this code.
(d) An employee may file a written request with the employee ethics
and compliance committee for an opinion on the proper interpretation of
this code, and may rely on that opinion with respect to compliance with
this code.

Sec. 4.02. Financial Disclosure Statements. (a) Directors and employees

shall file financial disclosure statements with the chief compliance
officer.
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(b) Directors and employees shall file the financial disclosure
statement not later than the 30" day after the date of appointment or
employment, and not later than April 30 of each year thereafter. The
president may postpone a filing deadline for not more than 60 days on
written request, or for an additional period for good cause as determined
by the chairman of the Board.

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

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

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

Sec.

including acting or interim employees, must file ethics compliance
statements with the chief compliance officer.

(b) Directors and employees shall sign, date, and file the ethics
compliance statements not later than the 60™ day after the date of
appointment or employment. Thereafter, any person who is a director or
employee on December 31 of any year must file the ethics compliance
statement not later than April 30 of the following year.

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

(d) Key employees must acknowledge their key employee status in the
ethics compliance statement.

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

() An employee’s signed statement shall be maintained in the
employee’s personnel file. The chief compliance officer shall maintain the
directors’ signed statements.

4.04. Certification of No Pecuniary Interest. Before the Board
considers an agreement or transaction with a business entity or an
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investment in a business entity, each director and key employee shall
certify that he or she does not have a pecuniary interest, as defined by
Section 3.01(b) of this code, in the business entity.

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

(b) Directors and key employees must file the disciplinary action
disclosure statement with the chief compliance officer not later than April
30 of the first year of designation as a director or key employee.

(c) A director or key employee must promptly update a statement if
any action occurs that would cause a director’s or employee’s answers to
change.

Sec. 4.06. Custodian of Records. For open records purposes, the chief
compliance officer is the custodian of the disclosure statements required
by this code.

Sec. 4.07. Enforcement. (a) The president is responsible for implementing
this code with respect to employees. The Board shall enforce this code
with respect to employees through the president.

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

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

Sec. 4.08. Duty to Report. (a) A director who has knowledge of a violation
of this code shall report the violation to the general counsel.

(b)  An employee who has knowledge of a violation of this code shall
report the violation to the chief compliance officer or to a member of the
audit and ethics committee.

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

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

notify the audit and ethics committee in writing not later than February
15 of each year concerning:
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(1) any approval given for outside employment by key employees,
including the nature of the employment; and

(2) any disciplinary action disclosed by directors or key employees.
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Approved by the Board of Regents August 7, 2003
THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY

CODE OF ETHICS

General Principles

This Code of Ethics sets forth the basic principles and guidelines for directors and
employees of The University of Texas Investment Management Company (“UTIMCO™). In
addition to strict compliance with legal requirements, all directors and employees are expected to
be guided by the basic principles of honesty and farrness m the conduct of UTIMCO s affairs
and to comply with the policies contained in this Code. It is the policy of UTIMCO that a
director or employee may not have a direct or indirect interest, meluding financial and other
interests, or engage in a business transaction or professional activity, or incur any obligation of
any nature that is in conflict with the proper discharge of the director’s or emplovee’s duties in
the interests of UTIMCO.

Pursuant to an Investment Management Services Agreement (as amended, the
“Agreement”), between the Board of Regents of The University of Texas System and UTIMCO,
the Board of Regents has appointed UTIMCO as its investment manager with respect to those
funds for which the Board of Regents has mvestment responsibility {the “Accounts™). Pursuant
to the Agreement, UTIMCO has acknowledged that it will be acting as a fiduciary with respect
to managing the investment of the Accounts. Accordingly, all directors and emplovees must
develop an awareness of and respond to UTIMCO s abligations to the Board of Regents of The
University of Texas System.

Specific Policy Statement

Although the general principles outlmed above shall apply in the conduct of all UTIMCO
activities, UTIMCO’s directors and employees are also bound by the following specific policies.

Definitions
In this Code the following definitions apply unless the context requires otherwise:

(1) “Audit and Ethics Committee of the Board™ means a standing committee of the Board
under the UTIMCO bylaws.

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

(3)  “Chief Compliance Officer” means the person designated from time to time as the
Charrman of the Employee Ethics and Compliance Commuttee.

4} “Code” means this Code of Ethics,



(3)

(6)

(7)

(8)

(2)

(10)

(11)

“Director” means a member of the Board of UTIMCO. For purposes of Article [ILB
hereof, “director” includes the spouse, minor children and other dependent relatives of a
member of the Board of UTIMCO.

“Director entity” means an investment fund or other entity controlled by a director of
UTIMCQ. For purposes of the foregoing, a director shall be deemed to control an
investment fund or other entity if his or her management role with or investment in such
fund or entity enables the director to direct the operating or financial decisions of such
fund or entity, In the absence of any management role for the director, where the terms
of his or her investment did not give the director the legal right to direct the operating or
financial decisions of such fund or entity and where the director does not attempt to direct
such decisions, the fund or entity shall be presumed not to be a “director entity.”

“Employee” means a person working for UTIMCO in an emplover-emplovee
relationship. For purposes of Article IILD (2) and (3) hereof, “employee™ includes the
spouse, minor children and other dependent relatives of an emplovee of UTIMCO.

“Employvee entity” means an investment fiind or other entity controlled by an employee
of UTIMCO. For purposes of the foregoing. an employee shall be deemed to control an
investment fund or other entity if his or her management role with or investment in such
fund or entity enables the emplovee to direct the operating or financial decisions of such
fund or entity. In the absence of any management role for the employee, where the terms
of his or her investment did not give the emplovee the legal right to direct the operating
or financial decisions of such fund or emity and where the employee does not attempt to
direct such decisions, the fund or entity shall be presumed not to be an “employee entity.”

“General Counsel” means the lawyer or firm of lawyers designated from time to time as
the General Counsel of UTIMCO; provided that when the General Counsel is a firm of
lawyers, one principal within that firm shall be identified to receive all written and oral
communications hereunder.

“Key emplovee” means an employee who has been designated by the Board as one who
exercises significant decision-making authority by virtue of the position he or she holds
with UTIMCO.

“Personal securities transactions™ means (1) transactions for a director’s or employee’s
own account. including IRA’s, and (2) transactions for an account in which a director or
emplovee has indirect beneficial ownership, unless the director or employee has no direct
or indirect influence or control over the account.

A director or employee has “indirect beneficial ownership™ of an account if (i) the
director or emplovee has a beneficial interest (such as a trust of which he or she 1s an
income or principal beneficiary) or (i) the director’s or employee’s family (including
husband, wife, minor children or other dependent relatives) has a beneficial interest. A
person has a “beneficial interest” in an account if the person: (i) is an income or principal
beneficiary or other equity owner of the account or (il) receives compensation for
managing the account for the benefit of people other than such person or his or her
family.

28]



(12)

(13)

(14)

(15)

(16)

(17)

(18)

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

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

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

“Relative™ means a person related in the third degree by consanguinity (blood relative) or
the second degree by affinity (marriage) determined in accordance with Texas
Government Code Sections 573.021-025. Examples of relatives within the third degree
by consanguinity are a child, grandchild, great-grandchild, parent. grandparent.
great-grandparent, brother, sister, uncle, aunt, niece or nephew. A person adopted into a
family is considered a relative on the same basis as a natural born family member.

Examples of a relative within the second degree by affinity are a spouse, any person
related to the spouse within the second degree by consanguinity, or any spouse of such
person. A person is considered a spouse even if the marriage has been dissolved by death
or divoree if there are surviving children of that marriage.

“UTIMCO™ means The University of Texas Investment Management Company.

“UTIMCO entity” means an investment fund or other entity controlled by UTIMCO. For
purposes of the foregoing, UTIMCO shall be deemed to control an investment fund or
other entity if UTIMCO’s management role (which may be exercised through agents,
directors, or employees) with or investment in such fund or entity enables UTIMCO to
direct the operating or financial decisions of such fund or entity. In the absence of any
management role for UTIMCO, where the terms of its investment did not give UTIMCO
the legal right to direct the operating or financial decisions of such fund or entity and
where UTIMCO does not attempt to direct such decisions, the fund or entity shall be
presumed not to be a “UTIMCO entity.”

“U1. T. Board” means the Board of Regents of The University of Texas System.,

(General Standards
The following general ethical principles apply to directors and employees:
A Directors and employees may not:

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

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

(3)  accept other employment or compensation that could reasonably be
expected to impair the director’s or employee’s independence of judgment
in the performance of his or her duties for UTIMCO;

{4)  make personal investments that could reasonably be expected to create a
substantial conflict between the director’s or emplovee’s private interest
and the interests of UTIMCO; or

(5) intentionally or knowingly solicit, accept, or agree to accept any benefit
for having exercised the director’s or emplovee’s authority or performed
the director’s or employee’s duties at UTIMCO in favor of another.

Directors and employees must also comply with all applicable laws. They should
specifically be knowledgeable of Texas Education Code BSection 66.08
(Permanent University Fund - Composition, Investment, and Use - Investment
Management).

Directors and employees must be honest in the exercise of ther duties and must
not take actions which will discredit UTIMCO.

Directors and employees should be loyal to the interests of UTIMCO to the extent
that such loyalty is not in conflict with other duties which legally have priority.
Directors and emplovees should avoid personal, employment, or business
relationships that create conflicts of interest. Should directors or employees
become aware of any conflict of interest, they have an affirmative duty to disclose
and to cure the conilict in a manner provided for in this Code.

Directors and employees may not use their relationship with UTIMCO to seek or
obtamn personal gain bevond agreed compensation and/or any properly authorized
expense reimbursement. This should not be interpreted to forbid the use of
UTIMCO as a reference or the communication to others of the fact that a
relationship with UTIMCO exists, provided that no nusrepresentation is mvolved.

Conflict of Interest

A

Definition: A conflict of interest exists for a director or employee whenever the
director or employee has a personal or private commercial or business
relationship that could reasonably be expected to diminish the director’s or
employee’s independence of judgment in the performance of the director’s or
employee’s responsibilities to UTIMCO. For example, a person’s independence
of judgment 15 diminished when the person is in a position to take action or not
take action with respect to UTIMCO or its business and such act or failure to act
is or reasonably appears to be influenced by considerations of personal gain or
benefit rather than motivated by the interests of UTIMCO.



[t shall not be considered a conflict solely because a director or employee has an
mvestment i the stock of a publicly traded company which 1s owned, purchased,
sold, or otherwise dealt with by UTIMCO; provided that the affected person’s
interest in the stock of the publicly traded company is not more than 5% of any
class and the person is not a director or officer of the publicly traded company.

Dty to Cure: Directors and employees who become aware, or reasonably should
have become aware, of a conflict of interest have a duty to cure it. A person
normally cures a conflict of interest by promptly eliminating it. If a director or
employee may prudently withdraw from action on a particular matter in which a
conflict exists, he or she may cure the conflict in that manner provided that:

(1)  the person may be and is effectively separated from influencing the action
takem;

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

(3)  the nature of the conflict is not such that the person must regularly and
consistently withdraw from decisions which are normally his or her
responsibility with respect to UTIMCO: and

(4)  the conflict is not a prohibited transaction resulting from a director having
a pecuniary inferesi in a business entity as deseribed in [I1. (A) below.

Directors must disclose any conflicts of interest regarding matters which are
before the Board, absent themselves from any relevant deliberations, and not vote
on the matter. Employvees must disclose any conflicts of interest and refrain from
giving advice or making decisions about matters atfected by the conflict unless
the Board, affer consultation with the General Counsel expressly waives thus
prohibition. The Board will decide whether to waive any disclosed conflict of
interest at an official meeting. To assist it in deciding whether to grant waivers,
the Board may develop criteria for determining the kinds of relationships that do
not constitute material conflicts. Any waiver of a conflict of interest, including the
reasons supporting the waiver, must be meluded n the minutes of the mesting.
Records of all waivers granted with the supporting reasons will be maintained by
the Chief Compliance Officer.

A person who cannot or does not wish to eliminate or cure the conflict of interest
must terminate his or her relationship with UTIMCO as quickly as responsibly
and legally possible.

Duty to Disclose: Directors must disclose conflicts of interest in writing to the
General Counsel prior to the Board meeting. If disclosure is made at a Board
meeting, the minutes of the meeting must include the disclosure of the conflict.

Emplovees must promptly disclose conflicts of interest in writing to the Chief
Compliance Officer through the UTIMCO conflict of interest disclosure
statement, The Chief Compliance Officer will report to the Audit and Ethics
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Committee of the Board regarding the conflict of interest disclosure statements
which he or she receives. Should a person with a duty to disclose conflicts have
reasonable cause to believe disclosure to the Chief Compliance Officer will be
meffective, the person should disclose the conflict to the Audit and Ethics
Committee of the Board. Disclosure to the Audit and Ethics Committee of the
Board is accomplished through written disclosure to the Chairman of the
Committee, whose address may be obtained from the UTIMCO Office Manager.
Whether disclosure is to the Chief Compliance Officer or the Audit and Ethics
Committee of the Board, a copy of the disclosure statement should be provided to
the employee’s supervisor unless the person with the conflict of interest believes
that such disclosure would be detrimental to the resolution of the conflict.

IIl. Prohibited Transactions and Interests

A

UTIMCO:  Agreements or Transactions. UTIMCO and UTIMCO entities may
not enter into an agreement or transaction with:

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

(2) a director entity, employee entity or other business entity (including an
mnvestment fund) in which a director or employee has any pecuniary
interest:

(3) a former director or employee, an mvesiment fund or other entity
controlled by a former director or emplovee (with control being
determined in the manner specified in the definition of “director entity”
above), or a business entity in which a former director or employee has a
pecuniary imnterest, on or before the first anniversary of the date the person
ceased to be a director or employee; or

(4) an investment fund or account (other than the Accounts) managed by a
director, director entity, emplovee or employee entity as a fiduciary or

agent for compensation.

Except as provided below. a person shall be deemed to have a pecuniary interest
in a business entity if the person:

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

{11) owns five percent or more of the fair market value of the business
entity; or

(i)  received more than five percent of his or her gross income for the
preceding calendar vear from the business entity;

provided that any private investment by a person in a business entity (including an
investment fund) controlled by such person shall constitute a pecuniary interest in

-
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that business entity. For purposes of the foregoing. control of a business entity
shall be determined in the manner specified in the definition of “director entity”
above,

[nvestments, Without limiting the foregoing. UTIMCO and UTIMCO entities
will implement procedures and safeguards to insure that none of the Accounts is
invested in the publicly traded securities of a publicly traded company in which a
director, director entity, emplovee or employvee entity has any pecuniary interest
(as described above). Further, UTIMCO and UTIMCO entities may not (i) invest
in the private investments of a business entity if a director, director entity,
emplovee or employee entity then owns a private investment in the same business
entity or (ii) co-invest with a director, director entity, employee or emplovee
entity in the private mvestments of the same business entity.

Prior to consideration by the Board of an agreement or transaction with a business
entity or investment in a business entity, each director and key employee shall
certify that he or she does not have any pecuniary interest in the associated
business entity.

Directors: Directors and director entties may buy or sell a publicly traded
security of an issuer which is held by UTIMCO but may not engage in a personal
securities transaction when the directors have actual knowledge that UTIMCO 1s
trading such securities. UTIMCO is trading securities of an issuer when a
buy/sell order has been placed by a UTIMCO internal portfolio manager for
axecution. Further, directors and director entities may not (1) invesl in the private
investments of a business entity if UTIMCO, a UTIMCO entity, an employee or
an employee entity then owns a private investment in the same business entity or
(ii) co-invest with UTIMCO, a UTIMCO entity, an employee or an employee
entity in the private mvestments of the same business entity.

Directors and Employees: No director or employee may:

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

(2)  have stock or other ownership or profit sharing interest in any brokerage
firms or consuliants selected by such director or employee for UTIMCO
business if such director or employee (i) has the discretion to direct
trading, and therefore the discretion to select brokerage firms, or (ii) the
discretion to select consultants; provided that directors shall not direct
trades or exercise discretion over the selection of brokerage firms:

[This restriction applies to stock or other ownership or profit sharing
interests held by a director’s or employee’s spouse. This restriction also
applies to stock held for a director’s or employee’s own account or an
account in which he or she has a beneficial interest (unless the director or
employee has no direct or indirect influence or control over the account).
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(3)

(4

(5)

(6)

(7)

(8)

For this purpose. a director’s or employee’s own account or an account
over which he or she has a beneficial interest includes accounts invelving
immediate family members (spouse, mmor children, or other dependent
relatives). However, this restriction shall not prohibit the ownership of
stock in a company that may own stock in such entities, provided such
entities are not the dommant or primary business of the parent company. |

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

under any circumstances accepl offers by reason of their position with
UTIMCO to trade in any security or other investment on terms more
favorable than available to the general investing public;

borrow from investment managers, outside service providers, professional
advisors or consultants, banks or other financial institutions with which
UTIMCO has a business relationship, unless such entities are normally
engaged in such lending in the usual course of their business, and then
only on customary terms offered to others under similar circumstances to
finance proper and usual activities:

represent any person in any action or proceeding before or mvolving the
interests of UTIMCO except as a duly authorized representative or agent
of UTIMCO;

use UTIMCO information, resources, or facilities, nor use information or
resources paid for by UTIMCO, for personal gain or the gain of anvone
ather than U'TIMCO. This prohibition means that directors and emplovees
may not use information paid for by UTIMCO to assist or benefit private
clients of the directors or employees; or

take action personally or on behalf of UTIMCO which will result in a
reasonably foreseeable contlict of interest. Should there be action which a
director or employee believes to be m the best mterest of UTIMCO but
which could foreseeably result i a conflict of interest, the dwector or
employee must disclose such fact to the Chief Compliance Officer prior to
taking such action.

Emplovees: No emplovee or emplovee entily may:

(1)

engage in outside emplovment, business, or other activities which detract
from the ability to fulfill the full-time responsibilities to UTIMCO;,

(Key employees must obtain advance written approval from the President
for any outside employment or business, mcluding service as director,
officer, or investment consultant or manager for another person or entity.
Any outside employment by the President must be approved in advance by
the Board.
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(2)

Emplovees, with the prior approval of the Board, may serve as directors of
companies in which UTIMCO has drectly mvested Account assets. In
such event, any and all compensation paid to emplovees for their services
as directors shall be endorsed to UTIMCO and applied agamnst UTIMCO s
fees. Furthermore, Board approval of any employee’s service as a director
of an investee company shall be conditioned upon the extension of
UTIMCO’s Directors and Officers Insurance Policy coverage to the
emplovee’s service as a director of the investee company. )

engage in a personal securities transaction without obtaining preclearance
for each such transaction with the Chief Compliance Officer, or

[The Chief Compliance Officer shall verify that no buy/sell order has been
placed by a UTIMCO internal manager for securities of the same class. If
such a buy/sell order has been placed, no emplovee may conduct a
personal securities transaction for such securities until one trading day
after the buy/sell order has been completed or canceled. Preclearances will
be documented by the Chief Compliance Officer in a personal securities
transaction log for each employee, which will provide a record of all
requests and approvals or denials of preclearances for personal securities
transactions. Preclearance for personal securities transactions is effective
for one trading day only.

An employee who engages n personal securities transaction must also
provide transactional disclosure for each such transaction. Transactional
disclosure forms must be completed for all personal securities transactions
and given to the Chief Compliance Officer within ten calendar days of the
trade date. The transactional disclosure form must contain the following
mformation: name and amount of the security mvolved. date and nature of
the transaction, price at which the transaction was effected, and name of
the broker through whom the transaction was effected.

The preclearance and transactional disclosure requirements for personal
securities transactions apply only 1o equity or equity-related transactions,
including stocks, convertibles, preferreds, options on securities, warrants,
rights, etc., for domestic and foreign securities. whether publicly traded or
privately placed. The preclearance and transactional disclosure
requirements do not apply to bonds (with the exception of convertible
bonds), mutual funds, co-mingled trust funds, financial futures, and
options on futures,]

(a) invest in the private investments of a business entity if UTIMCO, a
UTIMCO entity, a director or a director entity then owns a private
investment in the same business entity or (b) a co-invest with UTIMCO, a
UTIMCO entity, a director or director entity in the private mvestments of
the same business entity.

Former Directors and Employees: A former director or employee may not make
any communication to or appearance before a present director or emplovee before
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the first anniversary, in the case of former employees, and the second anniversary,
in the case of former directors, of the date the former director or employee ceased
to be a director or employee if the communication is made (a) with the intent to
influence and (b) on behalf of any person in connection with any matter on which
the former director or employee seeks action by UTIMCO.

If a director or employee knowingly communicates with a former director or
employvee in violation of this prohibition, the director or emplovee will be subject
to disciplinary action mcluding, with respect to a director, removal from serving
as a director of UTIMCO.,

Confidential Information

A

Directors and emplovees may not disclose confidential information. except when
duly authorized personnel determine such disclosure is either permitted or
required by law. Confidential information must be used by directors and
employees for UTIMCO purposes and not for their own personal gain or for the
gain of third parties.

Information derived from a relationship with UTIMCO which might reflect
favorably or adversely upon the value of any investment or contemplated
investment may not be used by directors and emplovees in any manner for the
purpose of personal advantage or to provide advantage to others.

Nepotism

Al

UTIMCO may not employ a person wheo is a relative of a director. This does not
prevent the continued employment of a person who has already been working for
UTIMCO for thirty consecutive days prior to the date of the related director’s
appointment,

UTIMCO may not employ a person who is a relative of (1) a key emplovee, (2} a
consultant, or (3) any owners, directors, or officers of consultants, This does not
prohibit the continued employment of a person who has already been working for
UTIMCO for thuty consecutive days at the time of the selection of a new key
employee or consultant. Nor does this prevent the continued employment of
persens who have been working for UTIMCO for thirty days prior to becoming
relatives.

No employee may exercise discretionary authority to hire, evaluate or promote a
relative. No employee may supervise a relative, either directly or indirectly. As
used herein, “supervise” means to oversee with the powers of direction and
decision-making the implementation of one’s own or another’'s intentions.
Supervision normally involves assigning duties, overseeing and evaluating work,
and approving leave.

Decision-Making Based on Merit

e
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UTIMCO business transactions are to be based on professional integrity and competence,
financial merit and benefit to UTIMCO and. whenever required or prudent. on a
competitive basis. Directors and employees may not base any UTIMCO business
decisions on family or personal relationships.

Observance of UTIMCO Controls and Policies

Directors and employees will observe the accounting and operating controls established
by law and UTIMCO policies, including restrictions and prohibitions on the use of
UTIMCO property for personal or other non-UTIMCO purposes.

Gifts and Entertainment

A A director or employee is prohibited from soliciting or accepting a gitt because of
or through use of the employee’s or director’s position with UTIMCO if the gift is
from a person other than an emplovee or a director and the emplovee or director
knows or should have known that the gift would not have been solicited, offered,
or given had the employee or director not held his or her position as an employee
or director. This prohibition applies not only to gifis solicited or given for the
personal benefit of the director or employee but also to gifis to third parties.

B. The prohibitions in this article do not apply to the following gifts, provided that
acceplance of such gifis violates no law:

(1}  gifts given on special occasions between employees and/or directors;

(2)  books, pamphlets, articles or other such materials which contain
information directly related to the job duties of an employee or director
and are accepted by the employee or director on behalf of UTIMCO for
use in performing his or her job duties;

(3y  gifts from relatives of employees or directors which are based solely on a
persenal relationship between the director or employee and lus or her
relative;

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

(5)  ground transportation in connection with business meetings, meals, or
receplions;

(6) seminar or conference fees when the seminar relates to the director’s or
employee’s job duties and is sponsored by UTIMCO’s consultants or
agents, prospective consultants or agents, or persons or entities whose
interests may be affected by UTIMCO;,

(7)  items with a value of less than $50, excluding cash or negotiable
instruments, and other gifts of nominal value. Examples of gifts of

5%
11



nominal value are (a) modest items of food and refreshments on infrequent
occasions and (b) unselicited advertising or promotional material such as
plaques, certificates, trophies, paperweights, calendars, note pads, pencils,
and other items of nominal intrinsic value.

Attendance by directors or employees at seminars or conferences sponsored and
paid for by UTIMCO’s consultants or agents, prospective consultants or agents,
or persons or entities whose interests may be affected by UTIMCO that involve
entertainment or recreation may in some cases be in the best interest of UTIMCO.

Emplovees must obtain specific written approval of their attendance at such
events from the President or Chief Compliance Officer. Approval may be
withheld for elaborate entertamment events such as ski trips, hunting trips, or
stays at expensive resors.

Under no circumstances may directors or employees accept a gift if the source of
the gift is not identified or if the director or employee knows or has reason to
know that the gift is being offered through an intermediary.

If a prohibited gifi is received by a director or employee, he or she should return
the gift to its source. If that is not possible or feasible, the gift should be donated
to charity.

Compliance with Professional Standards

UTIMCO representatives who are members of professional organizations which
promulgate standards of conduct, such as the Association for Investment Management
and Research, must comply with those standards.

Financial Disclosure

Al

Directors and employees must file financial disclosure statements with the Chief
Compliance Officer, and for directors who file disclosure statements with the
Texas Ethics Commission, in the form prescribed by law for such disclosure
statements,

Directors and employees must file their financial disclosure statements within
30 days of their date of appointment or employment and by January 31st of each
year. The President may postpone a filing deadline for not more than 60 days on
written request or for an additional period for good cause, as determined by the
Chairman of the Board. A financial disclosure statement must be maintained by
UTIMCO for at least five vears after the date of its filing.

Key Employees

A

The Board shall designate by position with UTIMCO the emplovees who exercise
significant decision-making autherity. By virtue of their position with UTIMCO,
these persons are “key employees”.
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B. Emplovees designated as key employees must acknowledge their key employee
status in writing through the annual ethics compliance statement.

£ Requirements of this Code which are specifically applicable to key employees are
the following:

(1} disciplinary action disclosure; and

(2)  advance approval of outside employment, including service as a director,
officer, investment consultant, or manager for another person or entity.

Ethics Training and Advice

A The President will appoint an Employee Ethics Committee composed of
UTIMCO personnel which will have responsibility for:

(1) providing ethics training for UTIMCO personnel; and
(2)  1issuing opinions on the proper interpretation of this Code.

B. Emplovees may file a written request with the Employee Ethics and Compliance
Committee for an opinion on the proper interpretation of this Code and may rely
upon that opinion with respect to compliance with the Code.

e The Charman of the Emplovee Ethics and Compliance Committee will be the
Chief Compliance Officer.

Compliance and Enforcement

A The Board will enforce this Code with respect to employees through the
President, who is responsible for its implementation with respect to emplovees.

B. The full range of disciplinary options under UTIMCO personnel policies and
practices may be used with respect to employees who violate this Code, up to and
including termination.

153 The Board is responsible for the enforcement of this Code with respect to
violations by individual directors through resolutions of reprimand, censure, or
other appropriate parliamentary measures, including requests for resignation.

D. Directors with knowledge of a violation of this Code must report such violation to
the General Counsel. Employees with knowledge of a violation of this Code must
report such violation to the Chief Compliance Officer or to a member of the Audit
and Ethics Committee of the Board. No retaliatory action will be taken against
the reporting person for any such repont involving another person made in good
faith.

E. Within sixty days of their employment or appointment, employees and directors
must sign and date financial disclosure and ethics compliance statements that they
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have received and read this Code. that they will comply with its provisions, that it
is their duty to report any acts by other directors or employees when they have
knowledge of vielations of this Code, and, for employees. that adherence to this
Code 15 a condition of ther employment. The statement will also include a
disclosure of any conflicts of interest or violations of the Code of which they are
aware and a reminder that they are required to update their statements if a change
in circumstances occurs which would require reporting under this Code. Persons
employed by UTIMCO on the date of adoption of this Code must sign and date
the statement within thirty days of the adoption of this Code. The signed
statements will be maintained in the emplovee’s personnel file. Persons serving
as directors on the date of the adoption of this Code must also sign the financial
disclosure and ethics compliance statement within forty-five days of the adoption
of this Code.

Directors and employees, including acting or interim employees, must sign and
date financial disclosure and ethics compliance statements as described above
each year. The annual financial disclosure and ethics compliance statements must
be submitted to the Chief Compliance Officer by January 31 Any person who is
a director or employee on December 31 of any year must file an annual financial
disclosure and ethics compliance statement for that vear. Directors’ fmmancial
disclosure and ethics compliance statements will be maintained by the Chief
Compliance Officer.

Directors and key employvees must alse file disciplinary action disclosure
statements setting forth any proceedings. actions, or hearings by any professional
organization or other entity involving the director or key employee. Disciplinary
action disclosure statements must be submitted to the Chief Compliance Officer
by January 31 of the first yvear of designation as a director or kev employee or, for
those persons already serving as directors or designated as key employees on the
effective date of this Code, on January 31 following the effective date.
Disciplinary action disclosure statements must be promptly updated if any action
oceurs which would cause a director’s or a key employee’s answers to change.

The custodian for open records purposes of the disclosure statements required
under this Code is the Chief Compliance Officer.

The President will notifiy the Audit and Ethics Committee of the Board in writing
by February 15 of each year of the following:

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

(2)  any disciplinary action disclosed by directors or key employees.
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Effective Date; June 3, 2003

UTIMCO

Employee
Ethics and Compliance Committee

Bob L. Boldt
Bill Edwards
Larry Goldsmith
Cathy A. Iberg
Greg Lee
Joan Moeller
Andrea Reed
Trey Thompson
Christy Wallace
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UTIMCO

List of Key Employees

Bob Boldt
Debbie Childers
Harland Doak
Bill Edwards
Larry Goldsmith
Gary Hill
Russ Kampfe
Cathy Iberg
Greg Lee
Joan Moeller
Laura Patrick
Andrea Reed
Trey Thompson
Tushar Shah
Christy Wallace
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Agenda ltem:
Developed By:
Presented By:
Type of Item:

Description:

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCO Board Meeting
May 25, 2006

Discussion and Consideration of Proposed Amendments to Corporation’s Bylaws
Boldt, Moeller
Rowling

Action item; Action Required by UTIMCO Board and Board of Regents

The Bylaws may be altered, amended, or repealed by the Board of Directors with the

approval of the U.T. Board of Regents. Section 66.08 of the Texas Education Code
requires that the U.T. 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 of UTIMCO were initially approved by the Board of Regents on
February 8, 1996, and amendments were approved in May 1997, November 1999,
February 2000, November 2001, August 2003 and August 2004.

The Policy Committee will have reviewed the proposed amendments at its May 16,
2006 meeting.

The Policy Committee will recommend appropriate action regarding proposed
amendments to the Bylaws.

UTIMCO staff is proposing the following amendments:

e Amend Article |, Section 2 (page 2) to adjust language to agree with Texas
Education Code section 66.08 and the Code of Ethics

e Amend Article Il (page 2) to reflect new UTIMCO address

e Amend Article lll, Section 8 to reflect that a draft agenda should be prepared
at least three weeks prior to each regular UTIMCO Board meeting. This
change is requested to be consistent with the Investment Management
Services Agreement

Bylaws of UTIMCO



RESOLUTION RELATED TO BYLAWS

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




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 8. 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 August 12, 2004)

May 25, 2006
tApproved by the Board of Regents on )
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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 i 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 Corporation 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 purpese 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 authonzing and govemmg the System and the
creation of the Corporation. The Corporation shall have, without limitation, the following

purposes.

(a) To mvest 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 determunes 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 Svstem 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 pelicies of the
Corporation; (ii1) 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; (ii1) any changes in the audit and ethics committee of the




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 farr 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 vear. 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 directorefhicer or employee of the
Corporation may not make any communication to or appearance before a current director;
otheer—or employvee of the Corporation before the secondfisst anniversary, in the case of a
former director, or the [irsl anmiversary, in the case of a former emplovee. of the date the former
director or employee sn—individual-ceased to be an directoreffieer or employee of the
Corporation if the communication or appearance is made (a) with the intent to influence, and (b)
on behall 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
directoreffieer or emplovee 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 secks action by the Corporation, such director shall be subject to removal from
serving as a director of the Corporation. If an efficeror emplovee of the Corporation knowingly
communicates with a former diectorefficer 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 secks action by the Corporation, such
directoredfieer 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 II
OFFICES

Section 1. Principal Place of Business. The principal place of business
of the Corporation shall be located at 401 Congress Avenue. Suite 2800, 221 West-6th-Street:
Suite 1700, 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 affaws of the
Corporation may require from time to time.



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, bul 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 m accordance with applicable law.

ARTICLE I
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. Directors shall be appointed by the
Board of Regents, pursuant to a process determined by the Board of Regents, except that the
Chancellor of the System shall serve as a Director so long as he or she remains Chancellor of the
System. In comphiance with applicable law, the members of the Board of Dhirectors shall include
(i} the Chancellor of the System, (ii) at least three (3) persons then serving as members of the
Board of Regents (“Regental Directors™), and (iii) one or more persons selected by the Board of
Regents from a list of candidates with substantial background and expertise in investments that is
submitted by the Board of Regents of The Texas A&M University System (together with the
Chancellor of the System and the Regental Directors, the “Affiliated Directors™). The three (3)
Regental Directors 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
Regental Directors) shall serve three-vear staggered terms that expire on the first day of April of
the appropriate vear. No such Director (other than the Affiliated 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. 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
Bvlaws.

Section 4. Removal and Resignation. Any Director may be removed
from office at any time, with or without cause, by the Board of Regents. 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 occurrmg 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 Regents.

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.

A joint annual meeting with the U. T. Board of Regents (“Joint Meeting’"} shall be held
prior to August 1 of each vear 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 Meetmgs. 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 Beard of Directors. Notice of Regular Meetings shall be
required. The UTIMCO President shall consult with the Chairman and the Vice Chairmen of the
UTIMCO Board, including the Chancellor as Vice Chairman for Policy, on the draft agenda for
meetings of the UTIMCO Board at least threciwe (32) weeks prior to each regular UTIMCO Board
meeting.

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 i the case of a Special Meeting
called hecanse 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. Votmg. Directors must vote m person and proxy voling 15
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, conduet 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 imcurred by the Director in carrying
out duties as a Director.

ARTICLE IV
COMMITTEES

Section 1. Board Commitiees. 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 commitiee: 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 anv 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 mn
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 appomted 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: Quornm. Any committee created by
the Board of Directors or these Bylaws, unless otherwise expressly provided herein, shall
(i) have a charrman 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
succeeding meeting. At every meeting of any such committee, the presence of a majority of all
the members thereof shall constitute a querum, 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 absemt or disqualified member at any meeting of such
committee.

Section 3. Nommating Committee. The Charman may appoint a
Nominating Committee to make recommendations to him or her on positions as requested.

ARTICLE V
OFFICERS

Section 1. Number. Titles, and Term of Office. The officers of the
Corporation shall consist of a Chairman of the Board, a Vice Charman 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 Direclors. 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
al 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
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 ndividual 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
morte than three (3) full one-year terms as Vice Chairman

Section 6. Powers and Duties of the Vice Chairman_tor 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 UTTMCO and
System by the Rules and Regulations of the Board of Regents and the Investment Management
Services Agreement to facilitate UTIMCOs performance of its core investment duties.

Section 7. Powers and Duties of the President. The President shall be
the Chiel’ Executive Officer of the Corporation. 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
Authonty 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 behalt 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 10 be signed ail 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 m the Corporation’s books to be
kept by such officer for that purpose full and aceurate 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 . 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 @iving 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, shali 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
Directors. The Secretary shall assure that current copies of the Corporation’s Articles of
Incorporation and Bylaws, Corporation Policies, Investment Policies approved by the U T
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 availabie upon request

ARTICLE V1
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 netice 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 oftice 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 i writing signed by the person or persons entitled
to such notice, whether before or afier the time stated therein, shall be deemed equivalent to
notice.

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




Section 5. 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
he 15 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, partnership, 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 m behalf of the
Corporation, the imdemnification 1s 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 ne 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 hable to
the Corporation. Any person entitled to indemnification pursuant to this Article VII is
sometimes referred to herein as an “Indemmnified Person.”

Section 2. Advance Payment. An Indemnified Person’s nght 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 Indemmified Person m 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 mdemnified under this Article VII or otherwise.




Section 3. Appearance as a Witness. Notwithstanding any other
provision of this Article VIL 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 1s not a named defendant or respondent in
the Proceeding.,

Section 4. Nonexclusivity of Rights. The right to indemmnification 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 5. Insurance. The Corporation may purchase and maintain
insurance, at its expense. to protect itself or any Indemnified Person, whether or not the
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. eriminal. 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 VIII
AMENDMENTS

Section 1. Amendment. These Bylaws may be allered, 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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UTIMCO Endowment Funds vs. Mellon Trust Billion Dollar Funds Universe; UTIMCO
Endowment Funds vs. Mellon Trust Foundation and Endowments Universe; UTIMCO
Endowment Funds vs. Mellon Trust Foundations and Endowments Billion Dollar
Funds Universe; Public Markets Managers Investment Performance Detail



UTIMCO Performance Summary
March 31, 2006

Periods Ended March 31, 26

Net {Returns for Perdods Longer Than Ooe Year are Annualized)
Asset Value Calendar Fiscal
3312006 One Three Year Six Year One Twao Three Four Five Ten
. WMENT FUNDS {imMilliops)y | Manth | Months | ToDate | Manthe | To Dale Year Years Years Years Years Years
Permanent Tniversity Fund b 98979 0.83 366 i6b 579 7:53 14.29 12.19 1884 1098 9] 9.69
General Endowurent Fund .50 368 368 570 7.41 14.02 12.11 19.08 11497 92.27 NiA
Permanent Health Fuod 9HLS 0.79 370 3 566 7.37 1393 12.03 18.88 HLET 9.15 Nidk
Loug Tenn Fund 43426 9191 AN 371 5.68 739] 13sa) 1203 1889 1070)] 2 920) 1040
SE‘PR[HEEI Iv Lnvested Funds 160.2 N A WA A MNA MrA MNAA A MNA N/A MNiA NiA
Total Endowment Funds 15371
OFERATING FUNDS
Shant Term Fund 1ieE 038 1.09 1.9 209 239 2 268 214 2402 278 398
Lute nmediate Term Fund 30425 .85 MA NAA NA MA M MNA N/A NI A MNrA Nid
Total Operating Funds 40613
| Total Investments |5 194325]
) ( .
Permanent University Fund: Polivy Dorttol i 151 o 523 175 4956 16.30 | 1295 16.20 9.07 T.00 1144
Genera] Endowprent Fund: Policy Portfolio 1.51 5.23 5.23 1.75 9.56 16.30 | 12.95 16.20 .07 7.04 10.23
Shwnt Term Fund: M Day Treasey Bills Average Yield .39 1.02 1.02 1.95 2.26 353 | 2.59 209 198 2.24 3.E3
Luterinediate Ternn Fund: Policy Portfoliv 1.0H) BiA DNA NiA MIA MNiA HiA NIA NiA M/A NiA
VATUEADDED () |

Permewent Tiversity Fyud {0.68) (158} (158 (1.96) [2.04 ¥ {2.02)| {0.77) 26 1.91 1 (0. 751
Gieneral Endowuient Fund {0.71) (1.55) (135} {2.05) (2.15) j2.28) {0.85) 2 2.4} 23 HiA
Permanent Health Fund {0.72) (153 (1.53) (2091 {219 % {23871 LREN 2 (i 1.l 211 MNiA
Loug Tern Fund {012 (153 {1.53) (2.07) (2.18) {2 36) {0197) fi [ |4 0
Shunt Term Fuud LR {106 {_{H {114 .13 .19 | k{38 .05 .44 {04 {16
Lutermediate Ternm Fund {0.15) MA MNiA NA MA N/A| MA MNA NiA MNiA Nih

{11 - Effictree Mav 6, 2004, benchunarck returs for the PUF policy portfolio have been cestated for prios periods beginoing June 1, 1993 through September 30, 2000 and for the GEE'LTF pulicy poctiolie for
rrior pericds beginning Juue 1, 1993 throsgh September 30, 2001 to worrect the following techuival ervers iu benchmark constouction and caloulation: (a) w reflect actual asset class target al lncations which were
i place. vr the practical inplonentation of changes to thoese policy allecstions. and (k) te distisgoish between PUF and GEFALTE histerical investuuent eljectives aed distribution policies by accurately

representing sctial asset class allocativns during thewe periods,

Benchmark returns tor the [UF and GEF/LTE policy pontfelios were also restated for all privr perieds beginning Jue 1, 1993 through December 37, 20003 to replace various benchinark returis repored
mrevivusly for the Private Capital asset olass. Specifically, the Wilshize 5000 + 4%, the berchoack used prier to Janway 1, 2004, was replaced with the Veuture Evonomics Periodic IRRE Iudex, & owre
appropciste beochmark measure for the actual Private Capital pustiuolio,

Cuuiplete details of the reptatament and previous pulicy pertfoliv benchunack history are docunented v the UTIMCO website at www UTIMCO org e are available upon request

(2) - Value added i a measure of the differauce between actual returns snd besclmark or policy portfolio returns for cach peried shown, Value added i a resull of the sctive muuagenent decisions made by

UTIMCO staft and external mamagers,




Permanent University Fund
Market Exposure
March 31, 2006

Deviations From Policy Targets Within Tactical Policy Ranges
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TOnir

< Palicy
Target

Difference Policy Targets (%)

LR

(150

Ml Absalute
Develaped Emerping Dircctional  Return Hedge Cash and Cash
L. & Equitics Equity Mnrkets Equity  Hedge Funds Funds  Private Capitnl  REITS Cammaditics TIPS Fized Income  Equivalents
Actusal 19.21% 1234% 9.39% 291 16.14% 939% 562% 4.73% 4.05% 9830 0.39%
Poliey Target 20.00% 10.00% 700y 10.00% 15.00% 15 008 5.0 3.00% 5.00% 10.00%% 0.0
Deviation -0 79 %, 234%, 239% -1.09% 1.14% -5.61% 0.62% 1 73% -0.95% -0.1 7% 039%
Deviatan in

Dollars {$m) {78.19) 23161 236.56 {107.89) 11284 (555.27) 61.37 171.23 (94.03) {16.83) .60




General Endowment Fund
Market Exposure
March 31, 2006

Deviations From Policy Targets Within Tactical Policy Ranges
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(154

Absolate
Non-L'S. Emerging Heturn Cash amd
L5 Develaped  Markets  Directional  Hedge Frivate Fixed Cash
Equitics Equity Equity  Medge Funds  Funds Capital REITS Commanditics TIrs Income: Equivelents

Actual a1 12.19% 8.70% 877 1653%  10.45% 541% 4.65%, 4.01% 981% 0.29%,
Poliey Torger 20009, 10.00% 7.00% 10000 15000  15.00% 5000 3000  S5.00% 10000 {.00%
evintion A 2.19% 1. 79% -1.23% 1.53% -4.55% 041% 1.65%  -099% A1 19, 0.219%
Dreviation in

Dollnrs {$m) {47,981  116.74 95.42 (B5.57 B1.56  (242.35) 21.56 7.9 (32.77) (1013 15.46
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Intermediate Term Fund
Market Exposure
March 31, 2006

Deviations From Policy Targets Within Tactical Policy Ranges

M
= 150
z
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? 100
F
.._§' 50
£
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E ]
= =0
{100
(150
MNan-LS. Absalute
Developed Emerping Dircctional  Return Hedge Cash and Cash
L. & Equitics Equity Markets Equity  Medge Funds Fundhs REITS  Commedities TIES Fixed Incame  Equivalenis
Acnal 15 24% 5.33% 5.12% 1036% 13.79% 10 29%% 5 15% 991G 24 39% 0429
Pulicy Target 15.00% 5.00% 5.00% 12.50% 12.50% 10.00% 5.00% 10,008 25000 0.00%
Deviation 0.24% 033% 0120, -2.14% 1.29% 0.29% 0.15% -0.09% 061% 0429
Devintion in
Dalinrs {$m) .30 1004 363 165.11) 3925 882 4.56 {2.74) {18.56]) 129
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Permapent Lniversity Fund Perfermance Attribution Analysis

Qe Month Ended March 31, 2o

Asset Securiry

Average Assel Allocntion Heturn Allecation Selection Total

FLF Folicy Portiolio FUF Folicy Benchusark Effect (13 Effict {2) Effect
| Cash and Cash Fquivaleats 1.13% 0.00% 0.38% 0.39%)| | 0.02%| 0.00%; | 0.02%|
[ U5, Equities 19.32%] 20.00%] [ 063" 1.73%| | 002%] AT 035%)
Glahal Equitics 20T 1700 1.93% 1.30% (e 06 0.08%
Nun-11 5. Tquities Develiped 12.057% 140.00% 3.07% 330% 7% 1113%) 0o
Emeraing Markets B.72% 7 00 0.45% 11 B8 T A, EE
| Directional Hedge Funds B.99%| 10.00% ] | 0.98%| 0.66%| | 0.01%| 0.03% | 0.04%|
[ Absolute Retwrn Hedge Funds 16.13%] 15.00%] | 0.86%%] 1.30%] | 0.4 | 0T | .07%]
TnMation Linked 14.22% 13.00% 2.64% 2.21% L% EE 0.07%
REITS 538% 500 5.64% sam) [T 0.02% .01, 003
Commanities 4.66% 3.00% 3.58% 4.13% 0.03% 10127 0.01%
TiFs 4.18% 5.00% 2237% 2.19% b (K% LT 003%
[ Fixed Incamc 11106 | 10.00% | | 0. 76%| -0.98%| | L | 0.02%] 0.01%]
[ Total Marketable Assers 20.55% | 85.00% | | 0.8 | 1.40%)| | 0.10% [ -0.56%| 0.46%]
[ Private Capital 9.45%] 15.00%] [ 0.27%] 2.15%] | 0067 0.38% 0.32%)
[ Total Fund 106,00 % | 100.00% ] | 0.83% 1.51%] | 0.16%] 0.84%] 0.68%]

(1} Allecation cffect mewsures the jmpect of devishons W allecate assets differautly from the policy bendmads.

{Actual Portfelio Asset Allocation - Target Postfolio Asset Allocation) X (Benclunark Asset Class Return - Total Target Portfielio Return) plus
{Actual Portfelio Asset Alocation - Tarpet Postfolio Asset Allscation) X {Portfolio Asset Class Retwn - Benchoark Asset Class Retwrn )

(2} Sclewion effect measures the impac of selecting securitics different from those Beld in the benchisark

{Ta:fgc*t Dorttolio Assct Allocarion) X (Poctfelie Assct Class Retwen - Beoclhanark Asset Class Retur)

Al actual performance figures showo are net of all fees and expenses.
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Permanent University Fund Performance Attribution Analysis

Three Months Ended March 31, 2006

Al Security

Average Assel Allocation Retuirn Allocation Selection Total

PUF Tolicy Porifolie PLF Policy Benchmark Effect {1) Eifect {2) Effeci
| Cash and Cash Equivaleuts 1.20% 0.00%, L.09%, 1.02% 0.00%| 0.00%| 0.00%)
[ U-S. Equities 19.46%] 0.00%] [ .60 XN 0.03%| -1.20%] SLIT%]
Global Equities 20.45% 17.00%, 9.20% 10.50%, 0.08%, 1T D09
Nen-U 8. Equities Developed 12 50% 10.00% 5.60% 9.40% 012% 0.02% 014%
Fmerging Markels 7 86%, T.00%% 0,21% 12.02% A .15 EEEL
[ Dircetional Hedge Funds 9.05% | 10.00%) | 34R%] 3.26%| | 0.01%] 0.02%] 13%]|
[ Absoluic Return Hedge Funds 15.94%) 15.00%) | 1.91%] 3.67%] | B.01%] 0047 0.03%]
TnMation Linked 14.45% 13.00%, 4.03% 453% 009%, [T 0,005,
RTITS 5.25% 5.00% 15.50% 15.42% 0.02% 0.00% 0.02%
Cormmodities 49T% 3.00% -3.32% 1.74% D17% 002% 019%
TIPS 4.23% 5.00% 1.92% -2.25% 0.06% 0.02% 0.08%
| Fined Tncame 10.20%)| 10.00% ] | -0.17%| 065%| | -0.02% | 0.05%] 0.03%|
| Total Marketable Assets 90.75% | 85.00%| | 3.61%)| 499%)| | 0.00% | -1.26%] -1.26%]
[ Privalc Capital 9.28%,] 15.00%,) [ 4.147%] 6.60%] | 0055, | NETIA 0.31%]
[ Total Fund 100.00% | 100.00%| | 3.66%] s23%] | 0.05%] J62%] 15T

(1) Allocation effect measures the impact of decisions to allovate assets differently from the policy Dendumnark.

{Avmal Portfelic Asset Allecation - Target Postfolic Asset Allecation) X {Benclumark Asset Class Retin - Total Target Portfolio Retuom ) plos
{Avctual Portfoliv Asset Allocation - Tarpet Postfolio Assct Allecation) X {Portfioliv Asset Class Retwn - Beocisark Asset Clasys Retwrn}

(2} Selectivn effect measures the inpact of selecting securities diffesent frou these held in the benchmark.
{Target Portfulio Asset Allocation) X {Portfolie Asset Class Return - Benclunark Asset Class Retum)

Al actual performance fgures show are net of all fees and expenses,
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Permanent University Fund Performance Attribution Analysis

Fiscal Year to Date
March 31, i
Anset Security
Average Assel Allocation Relurn Allocation Selection Total
FUF Policy Portioliy FUF Folies Benchmark | Etfect (1) Effect () Etfect

| Cash and Cash Equivalents 1,76 1.00% 1.39% 2.26%] | [ 0007 | 0.03% |
| U8, Equities [ 21.22%)| 2000%| | 2.69%s| B.40%| | 0.00%] -L1T%] -LIT% |
Glohal Equitics 19.50% 1700 FIREED 23.99% 011% 0.34% DIV
Non-1].5_ Equitics Developed 12 98%, 10.00% 20.53% 18.93%, 0297, 0. 14% 0.43%
Emerging Markets 6.61% T00% 23.73% 31.23% -0.15%] 0487, 0.66%|
| Directional Hedge Funds [ 9,255 10.00% | | 5.44%| 4.88%) | 0,03% ] 0.06% | 0.09% |
[ Absolute Return Hedge Funds | 15.10%] 15.00% | | B.34%| 4.56%)| | AT | 0,279, 1.26% |
TnNation Linked 14.51% 13.00% 1.57% 411% 0.28% 14, 014,
REITS 5.13% 5.00% 20.42% 19.24% 0027, 0.05%, 0.07%
Commodities 5.10% 3.00% 6.63% 4.93% T (08, 0.31%
TIPS 4.28% 5.00% -2.05% -2.28% 0 .09% 0.01% 0.10%

[ Fixed Income [ 10.36%)] 10.00%] [ 41.95%,] -1.09%] | 004%] 0.02%] 02% |
| Total Murketuble Assets [ 96.82%| 85.00%| | 7.22%)| 8.49%)| | -0.16% | -1.02%] -1.18%|
[ Private Capital [ 9,18%)| 15.00%] | 10.24%)| 15.76%| | -0.06% | B0.79%)] H.85% |
[ Total Fund [ 10000 100.00%%] | 7.53%| 9.56%| | 0.1I%] EEIED 2.00% |

(1} Allocation effect ineasures the impact of decizions to allecate agsets ditferenthy from the policy benchinark
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchoark Asset Class Retwen - Total Target Portfolio Return ) phus
i Acmual Portfelio Asset Allocation - Target Poetfolic Asset Allocation) X (Poctfolic Asset Class Retwin - Beochmark Asser Class Remum )

(2} Belection effect measures the npact of selecting seowrities different from those held io the benchinak
(Target Portfolio Asset Allocation ) X (TPurtfol e Asset Class Return - Benchmark Asset Class Return)

Al actual performance figares shown are pet of all fees aud expenses

5P P i o vt P ol Wi R SRR sl o F s P03 1_..
B E P '



&

Permanent University Fund Performance Attribution Analysis

Year Ended
March 31, Mk
Assel Security
Average Asset Allocithon Reltuin Allocation Belectan Taotal
FUF Folicy Porttelio PFUF Pelicy Benchimark Effect 1 Effect (1) Effect
| Cash and Cash Equivalents 1).92% 0.00%, 3,.72% 3530 | m{ 0 D0%] W07
[ U5, Equities | 23.74%] 22.09%] [ 11.46%] 16.96%] [ 0.03%] 1 18%] 1.16%]
[ Giohal Tquities | 18900 17.00%) | 29,387 31.48%)| | 0.00%4] 0.21%] -0.21%)
| Directional Hedpe Funds | B.55%) 10.00%] | 2.77%) 797%| [ 0.02%] .19%] 0.21%]
| Absolute Remum Hedge Funds | 14.74%] 15.00%] | 10,7 4% 7.19%] | -0.01%] 0.55%] 0, 54%]|
| Inflation Linked | 10.52%] 8.83%] | 14,55%] 21%] | D250 0.02%,] 0,275
[Tixed Income [ 12.32%] 12.08%] [ 1R%] 121%) | 09%] 08 17|
| Total Marketable Assets | 90.69%| 85.00% | 13.33%) 14.49%| [ -0.38%| A75%]  -113%|
[ Private Capital [ 9.31%] 15.00%) | 23.67%| 26.89%)| | -0.45%] -0.43%] -0.88%|
[Tatal Fund [ THHL0 % 100.00%] | 14.297] 16.30% | | EERES —1.18%] 2017
(1} Allscation effect ueasures the jnpact of decisions to allocate assers different]y from the pelicy beuchinack,
{Actual Portfolio Asset Allocation - Target Pertfolio Asset Allocation) X {Benchmark Asset Class Return . Todal Tagget Portfoliv Retum) plus
(Achual Portfolio Agset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Retwon - Beachomark Asset Class Retarn)
(2} Selection effect measures the inpact of selecting securities different from those held o the benchmark.
{Tarset Portfolio Asset Allecation ) X {Portfulio Asset Class Retam - Benchmark Asset Class Returm )
Al actual parformance fipures shown are net of all fees wd expenses.
o P i o ot o il o S O € S SPAF 0l o vyl D wie PUF 308 12
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Permanent University Fund Performance Attribution Analysis
Cumulative Since September 1. 202 to

March 31, 2046
Asset Security

Average Assel Allocatin Refuira Allocation Beelection Total

PUF Policy Portiolic PUF Palicy Benchmak Effect (1) Eftect (3 Effect
| Cash and Cash Equivalents 0. 74% 0.00% 7.46% 7.34%)| | -0.46% A D.46'%]
[ TS Equitics [ 27.33%] 23.94%| [ 61.85%] 68.78%) | 0277%] 9% D07
[ Global Fquities [ 18.94%)] 16.51%] | 14 1R%)] 114.20%| | 1.52%] L 09%] 1.43%]
| Dircetional Hedge Funds [ 7.806%)] 10000 | 31.61%)] 24.00%)| | 0.52%)| 0.91%] 143%]
[ Absolute Rerurn Hedge Funds | 11.70P% [ 13.14%] | 66.53%] IL6T%] | —05%] TEGT] 53374
| milation Linked | 7.32%] 7.23%] [ 107.45%] 106.16%)| | -65%] 1605 0.95%]
| Tixed Income | 14.52%)| 14.18%] | 23.29%| 14.58%| | {1 66% | TAR% | 2 34%|
| GSAM Glohal Assel Allocation | 01.41%)| 0.00%] | .00 0% | 7% 01.00%] {1.17%|
[ Total Marketable Assets [ 89.02%| 85.00%) | 67.02%] 54.21%)| | 2.10%] 9.02% | 11.12%)]
| Private Capital | 10.95%)| 15.00%) | 51.85%]| 40.32%| | 122%] 2.01%)] 0.79%]
{ Total Fund [ 114100 % | 100.00% | 64.17% 52.26%)| | 0.88% | 11.03%] 11.91%]

1) Adlocation elfect mweasures the fnpact of decisions to allocate assels different]y Gom the policy benclunark.
(Actual Portfilio Asset Adlecation - Target Poctfolic Asset Allovation) X (Benchark Asset Chiss Retuen - Total Target Postielio Return) phos
(Aemeal Portfolio Asser Allocation - Target Portfolico Asset Allecation) X (Pectfolio Asset Clase Retwrn - Benchoark Asser Class Remm)

(2} Selection effect measires e inpact of selecting securities different fom these held o the Bendimark
(Target Portfuliv Asset Allocation) X (Tarfiolie Asset Class Retwm - Benclunark Asset Class Return)

Al actual performance figures shown are pet of all fees ad expeonses,
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Permanent University Fund Performance Attribution Analysis
Annualized Since September 1, 2002 to

M rch 31, 2006
Asset Security

Average Al Allocation Returii Allocation SelecOan Total

PLUF Folicy Porttolic PUF Folicy Benchzzr Eftect (1) Effect {2} Effect
| Cash and Cash Equivaleats 0.74% .00 2,04% 200%)| [ D9 0 M) 0.04%]
[T 5 Equitics | 2735%] 355 | T338%] 1573%] | 0 16%] 0 T9%] —-003%)
[ Gilubal Rguities | 18.047%] 16.51%)] | 2368V 23.70%)| | 0.31%)] 0.02%)] 0.29%]
| Dircetions] Hedpe Funds | 7.56%] 10.00%] | 7.97%] 6.21%] | 0.11%] 0.18%] 0.29%]
| Absolute Berumn Hedpe Funds | 11.70%] 13.14%] | 15.30%] 5.63%| [ 0.11%] T 155, 1.07%]
[ milation Linked | 7.52%) 7.23%] | 22.59%] 22.37%] [ ~013%] 0.32%] 0. 19%]
[ Fixed Tncome | 14.52%] 14.18%] | £.02%| 38T | 0.13%] 0.34%] 0.47%)
| GSAM Global Asset Allocation | .41 Dol | 11.00%| n.00%| | 1 04%] 0. 1HF | 0.04%)|
[ Total Marketable Assets | 89.02%| 85.00% | | 15.39%| 1285%)| | 0.42%)] 1.81% 2.23%|
| Private Capital | 10.94%)] 15.00%] | 12.37%| 991%| [ 0.24%] 0 307 0.16%|
| Total Funa | THHLA0 % | 100.00%] | 14.84% ] 12.45%)| | n.18%] 2.21%] 2.39%)|

(1) Allucation «ffect measures the impact of decisions to allocate assers differently from the pelicy benchunark,
{Awtual Portfulivo Asset Allovarion - Target Pontfolio Assert Allocation) X (Benchmak Asset Class Return - Total Target Postfolie Retum) plus
{Actual Portfulio Asset Allocativn - Target Portfolio Asset Allocation) X (Portfolic Asset Class Retwen - Benchoack Asset Cliess Retucn)

(2} Selection effect measures the opact of sclecting securities different from these held in the benchimark.
(Target Portfolio Asset Allscation) X (Portfolio Asset Class Return - Benclimark Asset Class Return)

Al actual performance figures shown are net of all fees and expenses.
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Genernl Endowment Fund Performance Attribation Analy sis

One Month Ended March 31, 2006
Assot Sccurity
Average Assct Allscation Roturn Allecation Sclectiomn Tatal
GEF Palicy Portlolie GEF Policy Benchmiark Elfect (1) Effeet {I) Elfcel
| Cash and Cash Equilvalents 0.14% 0.00% 0.38% 0.39%) | 0.00% | 0.00%| 0.00%
[ LS. Equities 19.50%[ 20.00%, 1 -ﬂ.ﬁl%l 1.".*3%1 | 0.03% | -luIﬁi] -n._ii_?.']
[TTahal Fquities IR0 T | TR0, 33 0017 D07 6%
Non-L|.$, Equities Developed 12.02% 10,0045 2,96 3.30M% 10.03% 1.04% IR
Fmerging Markets K78 700 01.42% LERYG B (i J}.ﬂﬁ‘}il Ahdring
| Divectional Hedge Funds I 8.76%| 10.00% | | 0.98%] 0.66% | | 0.01% | 0.03% | 0.04%
| Absolute Return Hedge Funds | 16.52%) 15.00% | | 0.57%| 130%) | 0.01% | D.07% | 0.08%
Inflation Linked 13.90% 13.00% 2.63% 2.22% 0.07% 0.01% 0.06%
REITS 5.18% 5,00% 5.64% 5.47% 0.01% 0.01% 0.020
Commadities 4.59%% 3.00% 3.62% 4.13% 0.03% A002% 0.0 1,
TIPS 413% 3.00% -2.26% 2.19% 0.03% 0.00% 0430
[ Fixed Income | 10.07%) 10.00% | | -1.00%]| -0.98% | | 0.00% | 0.00% | 0.00% )
| Total Marketable Assets ] 89.49% | 85.00% | | 0.86% | 1.40%) | 0.11% | 0.597% | 0.48%
| Private Capital | 10.51%) 15.00% | | 0.28%] 2.15%)| | 0.05% | 0.28% | 0.23%
[ Total Fund | 100.00%] 100.00% | | 0.50% | 151%)] | 0.16% | D87% | 0.71% |

(1} Allocation effect measures the inpact of decizions to allocate assets differently from the policy benchmark.
(Acmal Portfolio Asser Allocation . Target Portfolic Asset Allocation) X (Banchmark Asser Cllass Rerurn - Total Target Portfolio Retn) plus
(Acmal Portfolio Asser Allocation - Targer Portolic Asset Allocation) X (FPortfolio Azset Clags Renun - Benchmark Asser Class Bemun)

(2} Selection effect measuies e wnpact of selecting securities differeat from those held in the benclmark.
(Targer Partfolle Asset Allocation) X (Tortfolio Asset Class Feturn - Beochimark Asser Class Retum )

All actual perfonmance Tigures shown ace net of all fees and expenses,
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General Endowment Fund Performance Attribution Analysis
Three Months Ended March 31, 2(H6

Asset Security

Average Asset Allocaton Hehon Allocation Selection Tatal

GEF Policy Portiolio GEF Policy Benchuwark Effest (1} Eftest (2) Effect
| Cash and Cash Equilvalents 0.76%)| 0.00%| | 1.09% 1.02%| | 0.01% 0.00% | 0.01% |
[T5- Fquities 0TI 0% | W] IR | TH%] BRER TII%)
Global Equities b1 TA 7% TR ) T, I = L
Non_U.S. Equitics Developed 12.43% 10.00% 9 43% 9.40% 0.11% 0.00% 0.11%
Emerging Markels 7.57% 7.00% 9, 100% 12.02% 0 06% 301 .26%
| Directional Hedge Funds 8.80%| 10.00%] | 3.48%) 3.26%] | 0.01%| 0.02%] 0.03%)
[ Absolute Return Hedge Fuads 16.14% | 15.00%| | 3.90%| 3.67%| | 0.00%] 0.03%] 0.03%
Inflation Linked 13.97% 13.00% 3.05%, 1.53% A.08% 0.00% .08%
REITS 5.00% 5.00% 15.50% 15.42% 0.00% 0.00% 0.00%
Compoedities 4.84% 3% _1.350, -1 THda A 14% Al A 16%
TIPS 4.13% 5.00% -1.94% 2.25% 0.06% 0.02% 0.08%
| Fixed Income 10.08% 10.00%| | -0.29%] 2.65%] | 0.01%| 0.04% | 0.03% |
[ Total Murketable Assets §9.87%| 85.00%] | 3.58%) 3.99%| | -0.04%| -1.24%| -1.28%)|
| Private Capital 10.13%| 15.00%| | 4.62%] b.00%) | 0.01%| 40.28%| 0.27%]|
[ Taotal Fund 1O 64 % | 100% ] | 168" 5.23%) | 0.03%] -1.81%] -1.55%]

(1) Adlocation sifet measures the jnpact of dedisions to allecane gsscts differently firom the policy Ponchinark,

(Aol Portfulio Agset Allocation - Target Poittolio Asset Allecetion) X {Beonchuark Asset Class Remurn - Total Target Poctfolic Retwm) phus
(Aetual Portfol o Asset Allocation - Target Portfolio Asset Allecation) X (Turtfolio Asset Clasy Retumn - Beachinark Asset Class Reta)

(2} Selectivn effect measuess the npact of selecting securities different from these Reld o the benchunack.
(Target Portfolio Asset Allocation ) X {Pectiol e Asset Class Returm - Bescliack Asset Class Returm )

Al actual perforimance figures shown are net of all fees and expenses
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Geaeral Endowment Fund Performance Attribution Analysis

Fiscal Year to Date

March 31 MK

Average Asaset Allocation Hetuin Adllocation Selection Tatal

CEF Pulicy Porttolle GEF Faolicy Benchimark Effect{1} Eftect (1) Effect
| Cash und Cush Equilvalents 0.57% 0.00% 2.30% 2.26%| | 0.04% | 0.00%| 0.04%)|
[ T5- Equities IL0%] H0.06%) | 199% 84 | 02 1T 1T3%]
Global Equities % T7.0%] TR pRRL Y [(XELA A E L yn
Nom-17.8. Tquities Developed 12.96% 10 (H1% 20020% 18.93% 1. 28% 0.11% 0.39%
Tmerging Markets 6.27% 7.0HP% 23.25% 31.23% -0.23% 0.51%| .74
| Directional Hedge Funds 9, 16%| 10.00%) | 5,34% | 4.88%| | 0.02%) 0.05%] 0.07%)
| Absolute Return Hedge Funds 15.32%| 15.00% | | 6.29% 4.56%] | 0,004 0.26%) 0.26%|
Infation Linked 14.23% 13.00%, A6 4.11% 0287, h14m, -0.14%|
REITS 4.96% 50K 20,43% 19.24% L0000, 0.05% 0.05%
Commodities 5003 30 66405 B.93% 370 0h.0R%, = 20|
TIPS 4.24% 5.00% -105% 2.28% .09 P01% 0. 10%|
[ Fixed Income 10.27%] 10.00%) | 0.90%] 1.09%| [ -0.05% | 0.02%] -0.03%]
| Tatal Marketable Assets 80.90% | 85.00%] | 7.13%| 8.49%)| | -0.24% | -1.04%)] -1.28%]
| Private Capital 10.10% | 15.00%] | 9,95%| 15.76%| | 0047 “083%) -0.87%]
| Total Fund 100.00% | 100.00%] | 7.41%| 9.56%| | -0.28%] -LAT%] -2.15%]

(1) Albsation effect measures the inpact of decisions o allocate sssets differently froan the polivy benchinak,

{Actual Portfolio Asset Allocation - Target Poctfulio Asset Allocation) X (Benchmark Asset Class Retuon - Total Target Portfolio Return) plus
{Acteal Portfoliv Asset Allecation - Target Poctfolio Asset Allecationd X {(Partfolic Asset Clasy Return - Benchupark Asset Class Return)

(2) Selection effect weasures the lnpact of selecting securities different frowm those held in the benchmark:
(Target Portfolio Asset Allvcation) X (Portfoliv Asset Clase Return - Benchmark Asset Class Return )

All actual perfonnance figures shown are tet of all fees and expenses,
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General Endowment Fund Performance Attribution Analysis

Year Ended
March 31, 2006
Amet Security

. Average Assel Allocation Hetu rn Aldlecaton Selection Talal

GEF Policy Portfaliv CEF T Policy Benchmark Effect{s) Etfect (2] Effect
| Cash and Cash Fquilvalenis 0.67% 0.00% 3.72%] 1.53%)| | -0.04%| 0.00%) -0.04%|
[ 175. Fquities | 23.28%] 22.09%| | 11.42%) 16.96%| | ELIES| -l des| ERIED
| Glohal Tguities | 18.72%| 17.00%) | 29.05%] 3148%] | 0.07%] 0.27%] 0345
| Dircetional Hodee Funds | 9.45%| 10.00%) | 9.60%| 797%)| | 0.03%] 0.17%] 0.20%]
| Absolute Retm Hedge Funds | 14.93%] 15.00%] | 10.74%] 719%)| | ~0.01%)] 0.55%) 0.547)
| Inflution | inked | 10.36%) B.83%] | 14.70%) 2021%] | -0.25%] -0.0o%] 0274
| Fixed Income | 12.40%] 12.08%) 1.78%) 221%) | -0.10%)] e 0,195
| Total Marketable Assets | §9.85%| 85.00%] | 13.24%| 14.49%| | 0.45%] -0.76%] BEITA
| Private Capital | 10 15%) 15.00%) | 21.14%) 26.80%)] | 0.27%] 0.50%)] Lo7%)

| Total Fuad | 10000 %] IR 14.02%)| 16.30%| 4@ .1_@ '-'EM

(1) Alhscativn effect weasures the lnpact of decisions e allocare assers differently from the policy benchiark,
{Actual Portfoliv Asset Alloation - Taget Portfuliv Asset Allocation) X (Beachoark Asset Class Retun - Total Target Portfulio Renien) ples
(Aetual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Tortfulio Azset Class Return - Beoclunark Asset Class Return)

(21 Selection effect measures the impact of selecting seouritics ditferent oo tuee beld in the banchmark.
(Target Portfoliv Asset Allocation) X (Tumfolio Asset Class Retwrn - Benchunark Asset Class Retam)

All avtual perfennance figures shown are pet of all fees and expenses,
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General Endowment Fund Performance Attribution Analysis
Cumulative Since September 1, 2002 to

March 31, 2006
Assel Security
Averape Asset Allocation Hetmrn Alocntisn Seleetion Toal
GEF Fulicy Partfolio LEF Palicy Benchmark Effect (] Efficet (7) Effoot
[ Cash and Cash Equilvalenss 0.55% 0.00% 7.46% 7.34%| | -0.37%)| 0.00%] -0.37%)|
[U8. Equitics 17.32%] 23.94%] | 62.11%] 68.78%) | T 1T%] 0.95% 0.13%)
[ Global Equitics 19.24%] 16.51%] | 114.55%] 114.20%) [ 1.33u] 0.63%] L.70%]
| Directional Hedge Funds 5.01%| 10.00%] | 31.46%)] 24.09%| | 0.46%] 0.90% 1.36%]
[ Absohure Rerum 1ledge Funds 12.12%] 13.14% | 66.71%) 21674 | 0.4 10,] 5915 5.50%)]
[ nfation Linked 7.52%] 7.23%] | 108.22%] 106.16%)] | 0.594] 161 1.02%]
| Fixed Income 14.44%]| 14.18%] | 23.87%)| 14.58%)| | 0.75%] 1.79%)] 2.52%)
| GSAM Global Asset Allacstion 0.42%| 0.00%)] | 33,70%) 0.00%) | 0.1 805 0.00%] 0.18%)]
[ Total Marketable Assets ¥9.62% | B5.00% | | 67.72%| 54.21%| | 3.44%] 8.60%] 12.04%]
[ Private Capital 10.38%] 15.00%)| | 47.71%) soz] [ -038e 1.31%] 0.93%)]
[ Tatal Fund 100.00% | 100.08% | [ 65.23%| 51.26%| | 2.06% 2.51%] 12.97%]|
(1} Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
{Actial Parttolio Asset Allocation - Target Partfolio Asset Allocarion) X (Benchmark Asser Class Renun - Total Tarpet Pectfolio Retum ) phas
{Acrual Poartfolio Asset Allocation - Target Partfolio Asset Allocation) X (Tortfolio Asser Class Remuon - Benchmark Asser Class Retumn)
(2} Selection effect measures the impact of selecting securitics ditferent frow those beld o the benchmark.
(Targer Mortfolio Asset Allocation X (Partfolio Asset Class Retam - Benchmark Asset Class Return}
All actual performance figures shown are net of all fees and expenses.
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General Endowment Fund Performsance Attribution Analysis
Annualized Since September 1, 2002 to

March 31, i
Mgl Sevurity
Avernge Asset Allocation Hetum Allocabion Seleclion Tuital
LEF Folicy Partfelio LEF Falicy Benchumark Eftect {1} Effect {2) Effect
| Cush and Cash Tiquilvalents 0.55% 0.00%, 203% 2.00%| | 0.07%)] 0,005 A07%)
[T75 Tiquities | 27.32%] 23.94%)] | 13.43%] 15.73%) | 23] 0200 %)
[ Global Tquities | 19.24%] 16.51%] | 23.74%] 23.70%| | A7 0.75%] 0.34%)
| Directional Hedpe Funds | 8.01%]| 10.00%] | 7.93%] 6.21%| | 0.09%] 0,184 0.27%]
| Absolute Retum Hedge Funds | 12.12%] 13.14%)] | 15 33%) s.63%| [ -0.09% 1,180 1.09%
il
| Inflation Linked | 7.52%] 7.23%) | 22.71%| 1231 [ 0.12%] 0.32%] 0.20%|
| Fixed Income | 18.44%] 14.15%] | .15"%] 3.857%)| | 0.15%)] 0,36%] 0.51%]
[(GSAM Glahal Asset Allocation NI 0.42%] o) [ RA4%] 0.00%] | 0.03%) 0007 03|
| Total Marketable Assets L 89.62%| sso0%| [ 1552%] 12.85%) | 9.63%] L7I%]  240%)]
| Private Capital | 10.38%] 15.00%)| | 11.50%] 9.91%| | 0.07%] 0.26%)] 0.19%)
[ Total Fund | 100007 1ML % | | 15.04%] 12.45%)| [ .6 1. 9%
(1) Adlocativn effect measwres the ingract of decisives w allocate assets diffrently from the policy benchuack.
(Actual Portiuliv Asset Allocativn - Target Portfolio Asset Allocation) X (Beudunark Asset Class Returm - Total Target Portfolio Returu) plus
{Actual Portfolio Asset Allocativn - Target Purtfolio Asset Alocation) X (Portfolie Asset Cliss Return - Benchmark Asset Class Return)
{2} Selectivn ette measures the lmpact of selecting sectrities different from hese held o e benchmark.
(Target Poctfoliv Asset Adlocaion) X (Portfolie Asset Class Retun - Benchoark Asser Class Retwm)
All actual perfunnance G gures shown are net of all fees and expenses.
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Intermedinte Term Fund Performance Attribution Analysis

One Month Ended March 31, 2006
Assot Seccurity
Avcrage Assct Allecation Heturn Allecation Sclection Tatal
ITF Palicy Fort olie ITF FPalicy Benchmark ElTeet (1) Effeen () EIEH:I.
| Cash and Cash Equilvalents 1.07% 0.00% 0.38% 0.39%] | -0.04% | 0.00% | -0.04%
[ US. Equities [ 14.99%] 15.00% | L37%] L73%)] | 0.00%] D05% | 005% |
| Non-U.S. Equities Developed I 5.16%) 5.00% | | 3.73%] 330%)| | 0.00% | 0.02% | 0.02%
| Emerging Markets 1 5.00% | 5.00% | | 1.06%| 0.88%| | 0.00% | 0.01% | 0.01%
| Divectional Hedge Funds | 10.25%] 12.50%| | 0.95% | 0.66%] | 0.00% | 0.04% | 0.04%
[ Absolute Return Hedge Funds | 13.85%) 12.50% | | 0.98% | 130%) | 0.00% | 0.04% | 0.04%
[ REITS [ 9.81%) 10.00% | | 4.59% | 5.47%) | 0.00% | 0.06% | 0.06%
| Commaditics | 4.77%| 5.00% | | 3.37%| 4.13%) | 0.00% | -0.04% | A.04%
[ Ties ] 10.22%] 10.00% | | -2.35%| -2.19%)] | 0.00% | 002% | 0.02%
| Fised Income | 24.79%) 25.00% | | -0.85%| 0.9%% ] | 0.00% | 0.03% | 0.03%,
| Total Fund | 100.00% | 100.00% | | 0.85% | 100% | | -0.04% | 0.11% | A.15% |
(1) Allocation effect ineasures the inpact of decisions o allocate assers differently from the policy benchmark,
{Acrual Porttolio Asser Allocation . Targetr Portfolio Asset Allocation) X (Benchmark Asset Class Reruen - Total Targer Portfolio Rerum) plus
{Actual Portfolio Asser Allocation . Target Porttolio Asset Allocation) X (Tortfolio Asset Class Return - Benchinark Asset Class Hemm )
(2) Selection etfect measures the inpact of seleeting securities ditferent from those held in the benchmack.
(Targer Partfolio Asset Allocation) X {Porttolio Asset Class Renun - Benchwark Asser Class Retun)
All actual performance figures shown are net of all fees and expenses.
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Intermedinte Term Fund Performance Attribution Analysis
Two Months Ended March 31, 2006

Asset Seourity
Avcrage Assct Allecation Roturn Allecation Sclection Tatal
ITF Palicy Fort olie ITF FPalicy Benchmark Elfeet (1) Effeen () Elfeel
| Cash and Cash Equilvalents 1.30% 0.00% 0.72% 0.71%] | -0.03% | 0.00% | -0.03%
| LS. Equities 1 15.19%| 15.00%| | 0.72%| 1.91%| | 0.01% -t._ﬁﬁ] -n.L'_m'|
| Non-U.S. Equities Developed ] 5,08% | 5.00%| | 3.67%| 3.07%)| | 0.00% | 0.03% | 0.03% |
| Emerging Markets 1 5.04% 5.00% | | 0.46% | 0.76% | | 0.00% | 0.06% | 006%
| Directional Hedge Funds | 9,14%| 12.50% | | 1.58% | 1.23%| | 0.04% | 0.08% | 0.04%
[ Absolute Return Hedge Funds | 14.01%] 1250%) | 1.81%| 183%] | 0.01% | 0.00% | 0.01%
[ REITS I 9.83%) 10.00% | | 6.96% 7.78%) | 0.01% | 0.08% | 0.09%
| Commadities | 4.92%| 5.00% | | -5.53% | -508%) | -0.01% | 0.03% | 004%
[ Tips | 10.36%)| 10.00% | | -1.97%] -2.24%) | -0.01%] 0.03% | 0.02%
| Fised Incame 1 25.13%] 25.00% | | 0.60% | 0.65%] | 0.02% | D01 | 0.03%
| Total Fund | 100.00% | 100.00%| | 0.74% | 100% | | -0.06% | 0.20% | 0.26%
(1) Allocation effect ineasures the inpact of decisions o allocate assers differently from the policy benchmark,
{Acrual Porttolio Asser Allocation . Targetr Portfolio Asset Allocation) X (Benchmark Asset Class Reruen - Total Targer Portfolio Rerum) plus
{Actual Portfolio Asser Allocation . Target Porttolio Asset Allocation) X (Tortfolio Asset Class Return - Benchinark Asset Class Hemm )
(2) Selection effect measures the impact of selecting securities ditferent from thoese held i the benchimack.
(Targer Partfolio Asset Allocation) X {Porttolio Asset Class Renun - Benchwark Asser Class Retun)
All actual performance figures shown are net of all fees and expenses.
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Belim (%)

Maximuom
25th Percentile
Median

75th Percentile
Minimum

# of Portfolios

& UTIMCO LTF-Net of Fees
5 UTIMCO PHF-Net of Fees
4 UTIMCO PUF-Net of Fees
“ UTIMCO GEF-Net of Fees

LT
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2ned

| 5,06}

10

11

00k
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UTIMCO ENDOWMENTS FUNDS vs.

ALL FUNDS UNIVERSE
Periods Ended March 31, 2006
- M il
A
om a ] P i
==
Chirei | LN e | ¥ear 3% cafi 5 i 10 Yeam
Paricd
Return (% tile) Returm (% tile) Return (%tike) Return (% tile)  Return (%4 tike)
.16 25.52 27.58 12.60 14 86
5358 1598 1847 .68 1.1t
4.66 14.07 16.84 7.65 924
3.84 1211 1462 065 540
- 0.05 - 080 201 - 186 363
502 465 420 372 271
iT7l RO 13.94 54 1% 89 21 920 L& 1030 21
3.70 8O 13493 54 1%.88 21 g.1s 16 e e
3.60 81 14.29 49 18 84 21 491 21 Q.69 ag
3.68 80 14.02 51 19.00 20 927 15 10 34 20

Universe Source: {c) RussellMellon Anabytical 5ervices
L RussellMellon Analvtical Services LLC, 1999 All Rights Reserved.

The All Funds Universe consists of &l corporate, foundation and endowment, anpd public planes of RussellMellon clieuts. The number of funds in this wnivene

#y of March 31, 2006 was 502,
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UTIMCO ENDOWMENTS FUNDS vs.
BILLION DOLLAR FUNDS UNIVERSE

Periods Ended March 31, 2006
25 - Mmeilas
2ol
ol o .l
"EE Gind .y A
e —= 3
E'I % 'E i
51 e e
* = a
Ll
e | R e | ¥ear ER- 5 YR 10 Yeam
Pericad
Return (% tile) Retuwrm (% tike) Return (% tile)  Return (% tile)  Return (% tile)
Maximnm 680 2332 22.16 1081 10.63
25th Percentile 5.26 16.40 1893 9.08 088
Median 4 88 15.21 18.04 R.14 924
T75th Percentlle 433 13.43 17.10 7.76 891
Minimum 2.50 9. 24 10.54 626 .64
# of Portfolios 41 34 37 34 27
® UTIMCO LTF-Net of Fees 371 gl 1394 70 1889 27 Q.20 23 10.30 11
B UTIMCO PHF-Net of Fees 370 ul 1393 70 18 5% 27 415 23 o o
& UTIMCO PUF-Net of Fees 366 ] | 1429 65 18 84 27 g49] 24 Q.69 33
UTIMCO GEF-Net of Fees 368 gl 14.02 68 159.00 27 027 23 10,34 &

Universe Source: ic) RussellMellon Anabytical ervices
L RussellMellon Analvtical Services LLC, 1999 All Fights Reserved.

The Billiva Dullar Fund Universe consists of all asets of public plans of RussellMellon clicnts with at least oue Billion dollars in assets. The nwmber of funds in the wniverse

as of March 31, 2006 was 41
24



Reluim %)

Maximunm
25th Percentile
Median

75th Percentile
Minimum

# of Portfolios

® UTIMCO LTF-Net of Fees
8 UTIMCO PHE-Net of Fees
A UTIMCO PUF-Net of Fees
* UTIMCO GEF-Net of Fees

LIERLN

25

LD

| 506}

1)

108

00k
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UTIMCO ENDOWMENTS FUNDS vs.

FOUNDATIONS AND ENDOWMENTS UNIVERSE

Periods Ended March 31, 2006
- Mime M
1 TR
- A ‘—1
l foa - —
e | LR s | Year 3 Y cash SY s 10 Yeam
Paricd
Returm (% tile) Retwrn (% tile) Return (% tilke)  Retarn (% tile)  Return (%4 tike)
780 2508 25 BH 12,39 14.34
576 16.85 19.22 923 10.95
506 1494 17.24 8.07 Q85
436 13.08 15.69 094 567
1.52 445 10 26 - 186 363
144 125 [13 98 5
iTl g0 1394 65 1% 89 34 920 27 1030 44
3.70 g0 13493 65 1%.88 34 g.1s 27 . -
3.60 90 14.29 62 18 84 34 291 36 969 54
3.68 90 14.02 63 19.00 32 927 25 1034 44

Universe Source: (c) RussellMellon Anabytical 5ervices
L RussellMellon Analvtical Services LLC, 1999 All Fights Reserved.

The Foundations and Endiwments Tiiverse consists of all the msets of foundation and endow ment planes of RussellMellon Clients, The pumber of funds in the wniverse as of

March 31, 2006 was 144,
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UTIMCO ENDOWMENTS FUNDS vs.
FOUNDATIONS AND ENDOWMENTS BILLION DOLLAR FUNDS UNIVERSE

Periods Ended March 31, 2006
24l
Mime M
200 am i
" 15,00 om i [
| . ]
NN
BB
e | LR s | Year 3 Y cash SY s 10 Yeam
Paricd
Returm (% tile) Retwrn (% tile) Return (% tilke)  Retarn (% tile)  Return (%4 tike)
Maximunm 7.36 23.02 2283 12.37 1434
25th Percentile 591 18.73 19.40 10.43 1176
Median 5.23 16.21 18.72 68 10.49
T75th Percentile 4.42 14.00 1594 6096 837
Minimum 293 5.07 12 47 - 186 3.63
# of Portfolios 36 36 i3 iz 25
@ UTIMCO LTF-Net of Fees 3.7 g0 1594 79 1&.89 48 Q.20 43 1030 58
B UTIMOCO PHE-Net of Fees 370 g0 1393 749 18 5% 48 o.15 43 £ -
A UTIMCO PUF-Net of Fees 366 90 1429 71 18 84 48 g49] 52 Q.69 i
UTIMCO GEF-Net of Fees 3.68 90 14.02 73 19.00 45 927 440 10.34 58

Universe Source: (c) RussellMellon Anabytical 5ervices
L RussellMellon Analvtical Services LLC, 1999 All Fights Reserved.

The Foundations and Endiwments Billion Dollar Fund Universe consists of all assets of fvundations and endowments of RussellMellon clients with at keast e billion dollars o
aabety, The nuimber of funds in the wnverse s of bMarch 31, 20006 was 36,
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Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
May 25, 2006

Liquidity Profile

Moeller, Childers

Boldt

Information Item

The reports presented are for the period ended March 31, 2006.

As of March 31, 2006 endowment fund assets classified as liquid were 75.9% of the
total assets, and those classified as illiquid were 24.1% of total assets. For the ITF,
86.8% of the total assets were classified as liquid, and 13.2% were classified illiquid.

No action required.

Combined Liquidity Profile-Endowment Funds, PUF Liquidity Profile, GEF Liquidity
Profile, ITF Liquidity Profile, Certification of PUF, GEF and ITF Liquidity Profiles,
Illiquid Investments Approved/Delegated or Funded from Last Report to UTIMCO
Board, UT Endowments Actual Liquidity Classification, Domestic Equities,
International Equities and Fixed Income Actual Liquidity Classifications, Marketable
Alternatives Actual Liquidity Classification, Non-Marketable Alternatives Actual
Liquidity Classification, and Inflation Hedging Actual Liquidity Classification, and ITF
Actual Liquidity Classification, Domestic Equities, International Equities and Fixed
Income Actual Liquidity Classifications, Marketable Alternatives Actual Liquidity
Classification, and Inflation Hedging Actual Liquidity Classification



Combined Liquidity Profile - Endowment Funds
March 31, 2006
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PUF Liquidity Profile
March 31, 2006
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GEF Liquidity Profile
March 31, 2006
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ITF Liquidity Profile
March 31, 2006
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Liquidity Profile for PUF, GEF and ITF
March 31, 2006

[ certify that | have reviewed the report and supporting documentation covered by the period listed above
and concur with the liguidily classifications of the investments that | hawve for which | have responsibility.

— - ""'.,_.A-"{*!-«-n&’ Larry Goldemith, Managing Director - Public Markets
§ / ‘f’/ of Date
I ] ] i) 2
(AL T LIS Caithy Iberg, Maraging Director - Marketable Alternatives
Iy, 3, o8 Date
:l I
1/\“",/1 W Trey Thompson, Maraging Director - Mon-Marketable Alternatives
V) T

gl ”U(", Date




Hliguid invesimenis approvedidelegated or funded from last report to UTITMOO Board thrangh current repori date
February 1 throngh March 31, 2006
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UT Endowments {PUF & GEF} Actual Liquidity Classification
as of March 31, 2006

120% — — —
1% 7 - - b - =
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|
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20% -
0% - E - = —
Jbusinessdays  dto7busmess  Tmonthorless  dmonthsorless B months of less 1 year or less 1 year of more
days
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Liquid: 3 business days 2,458.041,065 15.8% 2468041065 158%
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1 manth or less 2.2 497 262 12 8% 9197727874  58.9%
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ITF Actual Liquidity Classification
as of March 31, 2006
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100%
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3,278.432 188 100 0%




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

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board Meeting
May 25, 2006

Discussion of Risk Dashboard

Boldt, Reed

Boldt, Reed

Information Item

UTIMCO has developed a set of standardized charts and graphs that will be
provided to the Board on a monthly basis presenting a comprehensive risk analysis
of the Endowment Funds. UTIMCO has now included the analysis for the ITF.

For this Board Meeting we will present the Risk Dashboard for March 2006.

The role of the Dashboard is to give Board Members a comprehensive view of risk
as it relates to the Endowment Funds and ITF. We consider this an evolving
document and welcome all requests for additional analyses or revisions of the ones
provided.

None

None



UTIMCO Confidential UTIMCO Risk Dashboard for the GEF Data Through March 31, 2006
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UTIMCO Confidential

UTIMCO Risk Dashboard for the GEF

Data Theough March 31, 2006
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UTIMCO Confidenial

UTIMCO Risk Dashboard for the GEF

Data Through March 31, 2006

Marginal Risk Contributions of Each Asset Category & | Long Term Expected Returns vs_Implied Returns by Asset Category 0
Contribution to Marginal Downside Risk of GEF by Asset Category Expected Returns and Implied Retums of GEF by Assst Category
1 Wpociod Meturme  Bhpiad ol
Hedga Fusds [O-H o
| s |
Commnndiies [ 25
1 Irflaths
nrs T n Hedginp _
Fived |ncoma _m Prvabe Capital®
vee | —
s | ' =
Emanging ksl
Devpedi I -
| { Cavelopad|atl
Emerging Int 1
Privatn Capital 298 LgE
| - - - s ' .
1] 0 10 15 8| 25 10 0o m 40 &0 A 100 17 100 150 190
Prisoe=d m the ==k modsi Partent Chamge im Risth for a 1% Increate in MAY for Each Azcat Categary 4% 2 % of Tobsl Rigk * Peziad i the rek medel Ranual Refuses (5
[Leverage 11| Hedge Fund Leverage i
' Wot and Gress Leverags of GEF UTIMCO Hedge Fund Portfalo
i
im
= 'mngl 'Gmul.vmm
18 |
5
z
= 18 Eum
Eu
% 3
" S
] 2
E 14 E 15
aw i
g al - % 1m T
_;. 04 045 gqq TP a5 pgq 050 082 050 gy 06 045 g 044 003 050 D 084
5 & g 2 g g 081 s e
10
. . . (1 Jp— E— — -
o I EEEBER SR EREERERER
nmiuu Emm Hadge Wfigtien  Fined Gath Tednl = = = < = -
It it [Funds” cq:u Hedging  Inzeme
* Procuitad i e ek moied S ieverag siactics bed hadgetn s b Bae 17 ~ Erosn Levarags Tt Levarsgo |
KAGroupsiRiskManegementiRisk ChersiRiskDashboard_ 0331 2006_06101 xls 51112005 Fage 3




UTIMCO Confidential

UTIMCO Risk Dashboard for the ITF

Data Through March 31, 2006
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UTIMCO Conficential UTIMCO Risk Dashboard for the ITF Data Through March 31, 2006
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UTIMCO Confidenial UTIMCO Risk Dashboard for the ITF Data Through March 31, 2006
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Agenda ltem:
Developed By:
Presented By:
Type of Item:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
May 25, 2006

Comprehensive Derivative Report
Goldsmith, Shah, Childers, Reed
Boldt

Information Item

The Derivative Investment Policy (“Policy”) requires that UTIMCO provide a
comprehensive report of all approved derivative applications for both internal
managers and external managers under agency agreements and also provide a
comprehensive report of all outstanding derivatives positions established by internal
managers and external managers under agency agreements. Staff has also
prepared a report on counterparties. The reports presented are for the period ended
March 31, 2006.

As of March 31, 2006, net mark-to-market values of derivatives (internal and
external) was negative $109.7 million.

The mark-to-market value of over-the-counter options was negative $89.7 million.
While $99.4 million was owed to counterparties by the PUF and GEF (Funds), $9.7
million was owed by counterparties to the Funds. This $9.7 million owed to the
Funds represents the Funds’ counterparty risk. There were no counterparties with
exposure to the Funds in excess of 1% of the Funds’ value.

No action required.

Comprehensive Derivatives Report; Comprehensive Report on Approved Derivative
Applications; and Derivatives Counterparty Report.



COMPREHENSIVE DERIVATIVES REPORT AS OF MARCH 31, 2006

Mark-to-Market

Net Nofional Value Gross Notional Delta Equivalent on
Manager Derivative Type [o31H Exchange Traded  Total Derivatives an Futures Value on Futures Opticns
INTERNAL MANAGERS
Canada No Cost Collar Currancy Forwards (45,245.50) $ - $ (45,246.50) - - -
Canada No Cost Collar Purchased Option 255,993.85 - 285,993.85 - - (763,428.77)
Canada No Cost Collar Written Options {3.471,689.00) - {3.471,689.00) - - (41,475,861.57)
Cow Jones Futures Futures - {25,200.00} {25,200.00) 31,346,000.00 31,346,000.00 -
Emerging Cash Written Option {1,547,495.13) . (1,547 ,495.13} - - 7,074,562.50
Emerging Mkis No Cost Collar Purchased Qption 7.224.428.91 - 7,424,428.91 - - {23,608,042.51}
Emerging Mkis No Cost Collar Written Opftions (20,708, 314.11) - (20,708,314.11} - - {74,749,443.54)
Goldman Sachs Commadity Index Futures - {5,150,625.00) {5,150,6256.00} 557,021,250.00 557,021,250.00 -
GSCl Cash Written Cption {327,538.99) - (327,638.98) - - 2,253,783.25
Intl Dev Swap Currency Forwards (461,543.80) - (461,643.30} - - -
fntl Dev Swap Structured SWAPS (TOPIX} 6,284,525.48 - 6,284,525.48 - - 128,388,822.28
intl Emerging Swap Structured SWAPS (Emerging) 9,554.69 - 9.554.69 - - 248 473,674.59
Japan Ne Gost Collar 924,835,086 - 924 935.06 - - (10,440,755.03)

Japan Ne Cost Collar

REIT Cash

S&P §00 Futures
Structured Active Management Application-
In{'l Developed Mkis Overlay

Structured Active Management Application-
Int'l Developed Mkts Overlay

Purchased Option
Written Optlon

Written Optlon

Fulures

Currency Forwards

Futures

(2,334,716.14)

(983,473.38)

321,921.21

(1,631,700.00)

(3,549,864.75)

(2,334,716,14)
{983,473.38)

(1,631.760.00)

321.921.21

(3,549,864.75)

508,332,050.00

328,149,857.23

506,332,050.00

328,149,657.23

{14,378,198.57)

5,119,637.50



COMPREHENSIVE DERIVATIVES REPORT AS OF MARCH 31, 2006

Mark-to-Market

Net Noticnal Value Gross Notional Delta Equivalent on
Manager Derivative Type OTC - Exchange Traded  Total Derivatives on Futures Value on Fulures Options
Structured Active Management Application-
Emerging Mkis Proxy Gurrency Forwards 174,245.78 - 174,245.78 - - -
Structured Active Management Application-
Emerging Mkts Proxy Futures - {70,380.15) (70,380.15) 58,685.689.05 58,685,689.05 -
Structured Active Management Application-
Emerging Wkts Proxy Structured SWAPS {TOPIX) 858,862.57 - 855,562.57 - - -
US Equity Small CapiLarge Cap Spread
Trade Futures - {10,408,170.00) {10,408,170.0C) {63,556,535.00) 2,629,528,985.00 -
US No Cost Collar Purchased Option 45,134,288.16 - 45,134,268.16 - - (90,542,780.¢7)
US No Cost Collar Vritten Options (132,835,963.79) - (132,835,863.70) - - (845,136,602.61)
EXTERNAL MANAGERS
Blackrock Globai ex-US Currency Forwards (4,853.51) - (4,953.51) - - -
Blackrock Global ex-US Purchased Option - 542,550.00 842 550.00 - - {332,115.56)
Blackrock Global ex-US Written Option - {198,900.00) (198,900.00) - - {1,038,784.72)
Bridgewater Currency Overlay Currency Forwards {3,743,850.81) - (3,743,860.81) - - -
Globeflox Currency Forwards 77107 - {771.07) - - -
GSAM International Currency Forwards 945,501.36 - 945,501.36 - - -
GSAM International Futures - - - 34,843,016.58 34,843,016.58 -
Morgan Stanley REIT Currency Forwards {333.51) B (333.51) - - -
PINMICO Global Bonds Currency Forwards 1,452,340.00 - 1,452,340.00 = - -
PIMCO Global Bonds Futtires - 448,346 62 449,346 .62 779,379,473.92 B44,037,207.78 -
PIVMICO Global Bonds Purchased Option - 1,315,296.47 1,315,296.47 - " N
PIVMICO Global Bonds SWaARS 8,786,972.22 - 8,786,972.22 - = -
PIMICO Global Bonds Written Qption - (1,156,625.68) (1,166,625.58) . - -
PIMCO Real Return Gurrency Forwards (63,541.29) - (53,541.29) . - -
PIMCO Real Return Futures - (16,277.84) {16,277.84) 76,807.489.01 105,825,426.51 -
PIMCO Real Return Purchased Optlon - 17,484.27 17,484.27 - - -
PFIMCO Real Return SWAFPS 4,463,403.80 - 4,463,403.90 - - -
PIMCO Real Return Written Option - (41,015.63) {41,015.63} - - 1,892,244 49



COMPREHENSIVE DERIVATIVES REPORT AS OF MARCH 31, 2006

Mark-to-Market
Net Notivnal Value Gross Notional Delta Equivalent on
Manager Derivative Type OTC Exchange Traded  Tofal Derivatives on Futures Value on Futures Options
PIMICOQ TIPS Currency Forwards {53,186.50) - (63,156.50) - - -
PINICO TIPS Futures - 10,225.11 10,225.11 74,031,800.00 114,785,837.50 -
FIMCO TIPS Purchased Option - 17,484.27 17.484.27 - - -
PINICO TIPS SWAPS 32,260.56 - 32,260.66 - - -
PINMICO TIPS Written Option - (39,937.50} {39,837.50) - - 1,882,244 48
Grand Total 3 {89,706,864.589) & (19,946,308.91% $ (109,6563.17440) § 2,363,039,990.78 5,210,555,119.64 (700,263,798.34)
Internal Managers $ (101,530,726.04) § (20,836,939.90) $ (122,366,665.94) § 1,427,978,111.28 4,111,063,631.28 (709,785,142.55)
External Mianagers 11,823,861.45 889,630.08 12,713,491.55 965,061,879.51 1,089,491,488.36 2413,688.70
GRAND TOTAL $  (89,700,864.59) 3 (1984630881 $§ (109,653,174.40) § 2 393,039,990.78 5,210,665,119.64 (707,371,563.85)
Currency Forwards $ (1,469,495.64) 5 - § (1.459,498.64) § - - -
Futures - (20,392,646.51) (20,392,646.01) 2,393,039,990.78 5,210,655,119.64 -
Purchased Options £3,539,645.98 1,892,815.01 55,432,460.99 - - (125.585,131.94)
SwapsiStructured Swaps 20,432,279.62 - 20,432,279.52 - B 376.862,696.87
Written Options {162,209,291.45) {1,446,478.81) {163,655,770.26) - - [958,548,118.78}
GRAND TOTAL 3 {89,706,864.59) S (19,946,309.81) % {109,653,174.40) § 2,393,039,980.78 § §5,210,555,119.64 {707,371,663.65)

*Line iterms marked with "X" will be added as the 3rd party risk system develops the calculation of Nofional Delta Equivalent for those specific types of eption instruments.



Comprehensive Reporf on Approved Derivative Applications as of March 31, 2006

Internal Managers

Internal Management

Derivative Application {account name)

Purpose of Application

US Equity Small Cap/Large Cap Spread Trade

To alter the Funds market (systematic) exposure without trading the underlying cash market securities
through purchases and short sales of appropriate derivatives. Reduce small cap exposure and increase
large cap exposure.

US Ne Cost Collar

To hedge and control risks so that the Funds’ risk/return profile is more closely aligned with the Funds'
targeted risk/return profile through purchases and short sales of appropriate derivatives.

Canadian No Cost Collar (Canada No Cost Collar)

To hedge and control risks so that the Funds’ risk/return profile is more closely aligned with the Funds'
targeted risk/return profile through purchases and short sales of appropriate derivatives,

Goldman Sachs Commodity Index futures (GSCI)

To construct portfolios with risk and retum characteristics that could not be created with cash market
securities.

Goldman Sachs Commodity Index short call options

To hedge and confrol risks so that the Funds’ risk/return profile is more closely aligned with the Funds'

(GSCI) targeted risk/ratumn profile through short sales of appropriate derivatives

Structured Active Management Application - Use derivatives and cash, along with hedge funds, to obtain an overall risk exposure eguivalent to that of 2

Developed Markets Overlay fraditional active management portfolio within the Developed Markets portfolio.

Japan No Cost Collar To hedge and confrol risks so that the Funds' risk/retum profile is more closely aligned with the Funds'
targeted risk/retumn profile through purchases and short sales of appropriate derivatives.

Emerging Mkis No Cost Collar To hedge and confrol risks so that the Funds' risk/return profile is more closely aligned with the Funds’

targeted risk/return profile through purchases and short sales of appropriate derivatives.

Structured Active Management Application -Emerging
Markets Proxy

Use derivatives and cash, along with hedge funds, to obtain an overall risk exposure equivalent to thatof a
traditional active management porifolio within the Emerging Markets portiolio.

S&P 500 Futures / S&P 400 Futures f Dow Jones
Fulures

Replicate Index exposure by Utilizing Futures and Cash (Cash Equitization)

Structured Swaps

Use derivatives to construct a portfolio with a risk and return profile that could not be constructed using cash
market securities :




Comprehensive Report on Approved Derivative Applications as of March 31, 2006

External Managers Under Agency Agreeement

External Management

Primary Use of Derivatives

Blackrock (formerly State Street Research]

Short sales limited to 5%, able o use stock and index opfions, buy and sell putsfcalls, forwards, futures
(within our max loss provision)

Permitted to use currency spot and forward contracts, currency futures, opticns on currency forwards or

Bridgewater futures (within our max loss provision)

Futures, currency forwards and short sales up to 5% are allowed (within our max loss provision)
Cundill Write covered calls; self puts o gain better entry points.

Short sales of equity index options, protective pufs, futures and forwards are allowed within our max loss
Dalton provision.

Goldman Sachs Asset Management

Equity futures, cutrency forwards and short sales are allowed within a tightly controlled structure which
targets a net equity exposure equivalent to that of the underlying benchmark.

PIMCO Global Bonds

May invest in foreign currency forward and forgign currency futures contracts in order to maintain the same
currency exposure as ifs respactive index or to protect against anticipated adverse changes in exchange
rates among foreign cumrencies.

PIMCO Real Return

May use forward purchase and sale contracts, futures (including Commodity Futures, Commodity Index
Futures, and Exchange Traded Swaps Futures}, and Options (including commodity options)

PIMCO TIPS

May use forward purchase and sale contracts, futures (including Commodity Futures, Commaodity Index
Futures, and Exchange Traded Swaps Futures), and Options (including commodity options)

Reams

Securities finked to foreign interest rates




Counterparty Report as of March 31, 2008

Counterparty Percentage of

Counterparty Rating Mark-to-Market Total Funds

ABN AMRO Bank NV Total AA- {109,696.60} 0.00%
AIG Financial Products Corp. Total AA 2,385,807.20 0.02%
Australia & NZ Bank Total AA- (5,398.06) 0.00%
Bank of America NA Total AA+ 1,280,744.38 0.01%
Barclays Bank PLC Tofal AA+ (10,481,775.31) -0.08%
Bear Steams Total A+ 64,582,040.08;} 0.47%
BNP Faribas Total AA (37%,076.40} 0.00%
Chase Manhattan Bank Total AA- 24.662.20 0.00%
Citibank NA Total AA+ (252,860.49) 0.01%
Commonwealth Bank of Australia Total AA- 245 053.87 0.00%
CS First Boston Global Total A 1,702.81 0.00%
Deutsche Bank AG Total AA- 222,362.08 0.00%
Goldman Sachs Capital Markets, 1..P. Total AA- {16,591,392.02) -3.08%
HSBC Bank USA Total AA (493,991.18) 0.00%
JP Morgan Chase Bank Total AA 2,588,403.01 0.01%
Lehman Brothers Special Financing Inc. Total At {1,489,961.88) -0.01%
Mellon Bank Total AA- (2,906.89) 0.00%
Merrili Lynch Capital Services Total AA- 238,310.01 0.00%
Margan Stanley Total Al (3,876.396.47) -0.05%
National Australia Bank Total AA- (82.414.18) 0.00%
Royal Bank of Canada, Toronto Total AA- (158,061.28) 0.00%
Royal Bank of Scotland, London Total AA {442,290.88) 0.00%
State Street Boston Capital Total AA (218,367.58) 0.00%
UBS AG (Union Bank of Switzerland) Total Ab+ 2,683,776.18 0.02%
UBS AG, Stamford Total AA+ (247,579.25) 0.00%
Westpac Banking Corp, Sydney Total AA- (25,977.65) 0.00%
Grand Total {89,708,864.58) -0.64%

PUF, GEF and ITF owe to Counterparty
Counterparty owes to PUF, GEF and ITF

PUF NAV
GEF NAV
ITF NAY
Total NAV

{99,398,186.44)
9,691,321.85

(89,706,864 59)

8.897,891,017.00
5,330,804,870.0C
3.042,487,056.00

15,228,696,787.00
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Report on Actions taken under the Delegation of Authority
Staff

Boldt

Information item

The Delegation of Authority delegates to the CEO the authority to execute on the
behalf of UTIMCO all contracts, leases, or other commercial arrangements (except
investment management agency contracts, partnership agreements, investment
consultant agreements and agreements with independent auditors) for a total
obligation of $1 million or less. The Delegation of Authority requires staff to report
contracts, leases, or other commercial arrangements executed by the CEO with a
total obligation of $1 million or less.

The Delegation of Authority also requires that the CEO notify the UTIMCO Board at
its regularly scheduled Board meetings regarding all decisions made under the
delegated authority related to new manager selection and increases in investments
or commitments to existing managers.

None
Staff has prepared the reports to update the UTIMCO Board on (1) Manager activity,
and (2) new and renewal of existing contracts, leases and other commercial

arrangements.

Manager Activity Taken Under the Delegation of Authority; New Contracts and
Existing Contract Renewals, Leases, and Other Commercial Arrangements.



US Equaities

Report on Manager Activity

Taken Umider the Delegation of Authority
Mareh 1, 2606 through April 30, 2006

S&P 500 futures

S&F 100 ETFs
Blackrock Small Cap
BKF Asset Management
TCW

BKF Asset Management
S&P 500 futures

BKF Asset Management
Industrial ETFs

BGI Russelt 3300 Alpha Tilts
Russell 2000 futueos
[ndustriat ETFs

S&P 500 futures
MNASDAQ fulures

Global ex US Equities

Non-US Developed Eguity

TOPLX Structured Swap
Lansdowne Eurcpean Long
Giobeflex Japan

BGI EAFE

Intl Dev futures

Globeflex

Blackrock Global ex US
Gilobeflex Canada
Globeflex Small Cap
Globeflex Small Cap

Indl DBev fistures

Capital Guardian Smali Cap
EAFE ETFs

Blackrack Glgbal ex US
Lansdowne UK

Intl Dev futures

BGI Intl Alpha Tilis

GSAM EAFE Flex and GTAA

Emerging Markeis Equity

TOPIX Structared Swap
Emerping Structured Swap
Lansdowne Emerging
Templston Emerging
Templetor Emerging

BGI Emerging Structured Tier
Templeton Emerging

Amounts
Date FUE GEF ITF Total Description

3/15/2006 16,250,000.00 8,750,000.00 - 25,004,660.00 Purchase futures with BGI Emerging proceeds
3/20/2006 12,960,480.00 6,978,720.00 - 19,939,200.00 Puarchase ETFs from Globeflex withdrawal

4/1/2006 (14,300,000.00) {7,700,000.00) - {22,000,000.00) Reallocate securities to Global ex US

4/6/2006 (16,7G3,000.00) (9,099,000.00) {5,379,600.00) {31,183,000.00) Reallocate securities from terminated marnager

4/6/2006 16,705,000.00 9,099,000.00 5,379,000.00 31,183,000.00 Reallocate securities from terminated manager
4/1142006 (56,944,141.56) (28,411,155.87) {19,267,335.55) {98,622,633.02) Reallocate proceed from terminated manager
471172006 50,044,141.56 28.411,155.87 19,267,335.59 98,622,633.02 Purchase S&P 500 futures from BKF liquidation
4112086 {16,653,384.00) {7,692,948.04) {5,122,764.00) {29.469,096.00} Reallocate proceed from ferminated manager
471172006 16,653,334.00 7,692 948 00 5,122,764.00 29,469,096.00 Putchass Industrial ETFs from BKF fiquidation
4282006 (66,001,703 .80) (35,573,212.5%) - (101,574,916.38) Complete withdrawal to realfocate to other investments
4/28/2006 19,713,006.00 7,315,400.00 - 27.,028,400.00 Purchase futures and ETFs from BGI and GSAM proceeds
4/28/2006 6,755,181.50 3,636,328.50 - 10,389,510.00 Purchase futures and ETFs from BGI and GEAM proceeds
4/28/2006 108,940, 146.54 55,621.843.44 - 164,561,989.98 Purchase futures and ETFs from BGI and GSAM proceeds
4/28/2006 6,513,968 5! 342840448 - 9,942,372.99 Purchase futures and ETFs from BGI and GSAM proseeds

Various 91,000,000.60 49,000,000.00 17,000,000,00 157,600,800.00 Structured swap trade to galn exposute to Japanese equities
3/112006 42.250,000.00 22,750,000.00 10,000,080.00 75,000,000,00 Additional funding to manager

31372006 {16,230,000.00) £8,750,000.00) - (25,000,000.00) Withdrawal from manager 10 reduce exposure

34872006 {17,080,853.13) {22,512,861.60) - (39,593,714.73) Complete withdrawal to reaflocate to other investments
3/10/2006 16,250,000.00 © 8,750,000.00 - 25,000,000.00 Purchase futires from BGI proceeds
371572006 {39,000,000.80) {21,000,000.00) - {60,000,000.00) Withdrawal from manager fo realfocate to other investments

716/2006 (13,000,000.00; (7,000,000.00) - {20,000,000.00) Withdrawat from manager to reallocale to other investments
372012006 (13,000,000.00) (7.000,000.00) - {20,000,006.00) Withdrawal from manager to redace exposure
32002006 (16,250,000.00} {8.750,000.00) - {25,000,000.00) Withdeawal from manager to reduce exposure
372002006 (16,250,000.00) (8,750,000.00) - {25,000,000.00) Withdeawal from manager to teallocate to other investments
372042006 13,100,000.00 7,000,000.00 - 20,100,060.00 Purchase futarss from Globeflex withdrawal
373172006 (9,750,000.G0) {3.250,000.00) - (15,000,000.00) Withdrawal from manager
343172006 6,334,809.00 3,411,051.00 - 9,745,860.00 Purchase ETFs from BGI withdrawal proceeds

4172005 14,300,060.00 7,700,060.00 - 22,000,000.00 Reallocation from US Equities

431206 32,500,000.00 17,500,060.0¢ - 50,000,000.60 Initial funding on new investment

4/3/2006 {13,6008,060.00) {7,000,060.00) - (20,000,600.00) Sell UK futures to fund Lansdowne UK
4/28/2006 - - (13,000,000.60) {13,000.000.60) Withdrawal fiom matiager 2o fund ITF distribution
4/28/2006 {48,730,000.00) (26,250,000.00) - (73,000,000.00) Withdrawal from manager to reallocate to other investments

Various 13,006,000.00 7,000,6064.060 - 20,000,060.00 Structured swap trade to gain exposure to Japanese equities

Various 292,504,000.00 157,500,000.60 37,000,000.00 487,000,000.00 Structured swap trade to gain exposure to emesging equities
3/1/2006 123,560,000.00 66,500,000.60 13,000,000.00 260,006,000.00 Additiopal funding to manager

3772000 {£6,250,000.00) {8,730,000.00) - {23,000,000.00 Withdrawal from manager
3/14/2006 19,500,000.00 16,500,000.00 - 30,000,600.00 Additionat funding to manager
3/15/2006 (48.750,000.00) {26,230,000.00) - {75,000,000.00) Partial withdrawal to reellocate to other investments
3/21/2006 (32,300,000.00) {17,500,000.00) {20,000,000.00) {70,000,000.00) Withdrawal to reallocate to Templeton High Alpha



Templeton High Alpba
Emerging Swap

BGI Emerging Structured Tier
Emerging ETFs

Infiation Linked

Report on Manager Activity

Taken Under the Delegation of Autherity

March 1, 2006 through April 30, 2606

GSCI fisures contracts

Fixed Income

GMC Emerging

Hedge Funds

Highside
SateHite
K Capital

Private Capital

Arclight Eniergy Partners
TPG Partners ¥V, L.P.
Austin Ventures IX, L.P.

Foriress Investment Fund [V (Coinvestment

Fund A), L.P.

Fortress Investment Fund EY (Fund A}, L.P.

Amounts
Date PUF GEF ITE ‘Total Description
Initial investment in fund from Templeton Emerging and Globeflex

32172006 52,000,000.00 28,000,000.00 20,000,000.00 100,0¢0,00¢.00 withdrawal

372972006 146,250,000.00 8,750,000.00 - 25,000,008.00 Purchase commercial paper from GSCI fatuges sale
33113006 (45,673,541.54} {11,651,508.13) - {57,325,049.67) Complete withdrawal to reallocate to other investments
3312006 19,262,568.00 10,372,152.00 - 29,634,720.00 Purchase ETFs from BGI withdrawal proceeds

3292006 {16,316,300.00; {8,819,600.00) - {25,135,900.00) Sefl futures to purchase commercial paper for Emerging Swap
34272006 {16,250,000.00} {8.750,000.00} - (25,000,600.603 Capital withdrawal from manager

3172008 75,000,000.60 Initial funding of new manager

4172006 (37,000,000.60) Partial withdrawl fom (nanager

4/1/2606 (27,410,961.36} Terminztion of manager

Committed Amount
PUF GEF Total

3/16/2006 35.000,000.00 15,000,000.00 - 50,000,000.00

3/28/2006 52,500,000.00 22,500,000.00 - 75,000,000.00

373172006 12,075,000.00 5,175,000.00 - 17,250,000.00
4/1312006 14,000,000.00 6,000,000.00 - 20,000,000.00
4/13/2006 14,000,000.00 6,000,000.00 - 20,006,060.00

1 Trades fall under the Derivative Investment Policy.



Report on

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

Arrangemenfs
For March 1, 2006 through April 30,

2006

(Total Obligation per Agreement less than $1 miilion)

. ) Annual
Agreement Purpose Contract Term Amount
Hedge Fund Research Database license 2/2006 through 1/2008 $9,600
2/28/2006 through
Maintenance /Service agreement for fax 212872007 (renews
APS machine annually with invoice) $300
. . . 3/31/2006 through
KON Ma:ptenance/Servwe agreement for printers, 3/31/2011 (can terminate | $8,040
copiers and fax machines :
at any point)
3/31/2006 through
Maintenance/Service agreement for printers 3/31/2007 {renews $325
KON S .
annually with invoice)
Services that renew via invoice on a monthly or quarierly basis:
: . - . Renews guarterly via
Bloomberg Aﬂﬂn-‘ona mvestment platform for trading, invoice and may be $235,887
analysis and information .
canceled at any time
American Stock exchunge Used fo access stock prices and related news Monthly invoice $1,812
New York Stock Exchange Used to access stock prices and related news Monthly invoice $2,865
Options Pricing Repert Used to access option prices and related news Quarterly inveice $1,161
Thomson Venture Economics Venturc cap ital and private equity benchmarks Monthly invoice $18,000
and other industry data
The Fi cal Renews quarterly via
(W%T;gzzg el}nancja Provide information for Factset invoice {renewed $27,000
Pe; 2/28/2006)
Primary quotation and trading system for U.S.
N Treasury, Agency, Mortgage and Corporate Monthly invoice $18,600
Trade Web debt securities
Market Axess Competitive qu'm';atmn and trading system for Monthly invoice $1.800
corporate securities
Bourse de Montreal Real time quotations of Canadian equity futures | Monthly invoice $1,585
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Intermediate Term Fund (ITF) Update

Goldsmith, Patrick

Goldsmith

Information Item

The purpose of this presentation is to provide a brief update on the Intermediate Term
Fund (ITF). The presentation will include information regarding the Fund’s
performance, asset allocation, and activity.

None

None

Intermediate Term Fund (ITF) Update Presentation
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Performance — April 2006

. _ . Retom
US Equities 1.99% 0.30% 1 Russell 3000 1.08% 0.16% 0.91%
Intemafional Dev. Ecuities 4.82% 0.26% MSCI EAFE 4.78% 0.24% 0.04%
Emerging Merket Equifies 437% 0.23% MSCI EM 7.12% 0.36% -2.75%
Direcfiond Hedge Funds 1.06% 0.11% S&P HF Direcfional 1.08% 0.14% £.02%
Absolute Retum Hedge Funds  1.93% 0.27% S&P HF Abs Ret. 0.76% C.10% 1.17%
Commodifies 6.08% 0.32% 113DJNG /213 G3CI 6.47% 0.32% £.39%
REITS 1.97% 0.20% Wilshire RESI -374% 0.37% 1.77%
TIPS 0.03% 0.00% Lehman TIPS .08% 0.01% 0.11%
Fixed Income C.43% 0.11% Lehman Agaregate {.18% 0.05% 061%
TOTALITF PORTFOLIO 1.38% TOTAL POLICY PORTFOLIO 0.87% 0.51%

Note: Performance numbers are prelimingry.




Performance — Inception to 4/30/06

Comparison to Benchmarks
Performance: 21406 - 4/30/06

ITF: 2.145%
Policy Portfolio: 1.89%
CPl+3%" 1.40%
Cash™ 1.10%

" Annual CFI s assurned fo be 3%.
™ Refurn of Dreyiis institifions! Freferred Money Market Fund

F Retum Difference
U5 Equities 2.72% 0.30%
riemational Dev. Equiies 8.45% (1.49%
Fmerging Market Equities 405% -3 9%,
Directional Hedge Funds 3 11% S8F HF Directional 2.55% 0.78%
Absolute Fetum Hedge Funds 3.69% S8F HF AbsRel. 2.80% 1.09%
Commodities -007% 130JRIGH &3 GSa 1.04% 1.11%
REITS 4 75% Wilshine RESI 375% 1.00%
TIPS -1.94% Lehman TIPS -2, 3% (.38%
Fived Income 017% Lezhevan Aggregate 0.83% 066%
TOTAL ITF PORTFOLIO 2.15% TOTAL POLICY PORTFOLIO 1.89% 0.26%

Mote Performance mimbers ane preblminary




Asset Allocation —4/30/06

Over/
US Equities $468,626,654 15.3% 15.0% 0.3%
International Dev. Equities $156,878,954 5.1% 5.0% 0.1%
Emerging Market Equities $161,714,170 5.3% 5.0% 0.3%
Directional Hedge Funds $318,487 737 10.4% 12.5% -2.1%
Absolute Return Hedge Funds|  $418,714,806 13.7% 12.5% 1.2%
Commodities $167,272,056 5.5% 5.0% 0.5%
REITS $306,821,153 10.0% 10.0% 0.0%
TIPS $301,641,504 9.9% 10.0% 0.1%
Fixed Income $745,200 455 24 4% 25.0% 0.6%
Cash $12,726,842 0.4% 0.0% 0.4%
TOTAL $3,058,084,331 100.0% 100.0%

May 2006 4



Deviations from Policy Targets

Deviations From Policy Targets Within Tactical Policy Ranges

April 30, 2005
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Summary of Activity

* Activity — Subsequent to Setup of ITF through 5/1/06

# of

Type of Transaction Transactions Amount

Purchases of STF Units 532 $ 1,205,242,696
Sales of STF Units 818 1,346,523,284
STF Transfers Between Institutions 356 435,041,597
Purchase of STF due to ITF Distributions 45 22,449,724
ITF Reinvestment of Distributions 21 7,233,820
STF Income Allocation 48 11,108,498
ITF Purchases due to Rebalancing 6 126,756,199
ITF Sales due to Rebalancing 14 62,182,820
Total Transactions 1841 $ 3,216,538,739
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Discussion of Manager Classification Issues
Boldt, Goldsmith, Iberg

Boldt

Discussion ltem

This Item will address the current manager classification procedures in place at
UTIMCO.

None
Please see the attached memorandum entitled “Manager Classification”

PUF and LTF Investment Policies; Delegation of Authority Policy
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Manager Classification

At the past several Board meetings, we have discussed the convergences and overlaps
developing among active investment managers. We have discussed how hedge funds are
starting to make private equity and real estate investments, and how some traditional
long-only managers are suddenly awakening to the potential opportunities offered by
short- sales and leverage. As the lines blur between manager styles, potential 1ssues arise
as to how managers should be classified within our more rigid asset category framework.
This is an issue staff had planned to address in detail in the asset allocation review
scheduled for Spring, 2007 However, questions have surfaced recently regarding our
hedge fund classification procedures, and staff was asked to present those procedures for
Board discussion,

As you know, the UTIMCO staft is focused on adding value. We are very demanding in
the external managers we select and the terms, conditions, and limitations we put in place
with those managers. In general, we feel strongly that good managers are difficult to
identify, but that when we feel confident that we have found a good manager, we want to
give that manager every reasonable opportunity to add value. What that means is that we
are more willing to allow more flexible limitations than some other clients might, if we
are convinced that more flexible hmitations will result in additional value added and that
fees are set in such a way as to ahgn interests and limit excessive risk taking by our
managers. What this means practically today 1s that the types of managers included in
our formerly more traditional asset categories are changing, The days of narrowly
focused and strictly constrained long-only managers are numbered simply because the
range of those managers to add value 15 so limited that they are not competitive, Instead,
the good managers we are seeking today will typically want the ability to take investment
actions that might have been more associated with hedge funds in prior years such as
using limited leverage and using shorting both for value added and hedging purposes.
We need to be in a position to retain these managers and set reasonable constraints so that
we do not wring value added out of their management style.

In an attempt to differentiate these high value added managers from other managers using
some of the same management tactics such as hedge funds, we have developed a set of
classification criteria. The beginning point for the establishment of these criteria was the
recognition that hedge funds were added to our asset mix to provide a stable return source
at very limited volatility and with high diversification advantages to the rest of the assets
in our portfolios. Hedge funds are the solid foundation that allows us to take more risk
elsewhere in the portfolios, Remember that hedge funds are about 25% of the asset



values of our portfolios, but contribute only about 5% of the total risk. Working from
this assumpiion thal hedge funds have a specific role in the portfolios. we tumed to the
set of assumptions used in the 2005 asset allocation review to develop the following set
of criteria to determine when an active management application should be classified as a
hedge fund.

1. Application has the authority to short securities and use leverage,

2. Application has an expected Beta exposure < (.5 relative to all other
asset categornes in the UTIMCO Policy Portfolio,

3. Application has an expected correlation < 0.6 relative to all other asset
categories in the UTTMCO Policy Portfolio,

4, Application has the authority to have gross leverage exposure = 150%.

In order to be characterized as a hedge fund, an application must satisfy all 4 criteria.
Any application meeting some, but not all 4, criteria will be classified in the asset
category corresponding to the majority holding of assets in the portfolio.

As indicated. these criteria were developed from the assumptions we used in our last
asset allocation review. For example, as the attached correlation matrix indicates. both
Absolute Retum (AR) and Directional Hedge Funds (EHF) have expected correlations
below 0.6 for all asset categories except each other. Likewise, the expected volatility of
the combined AR and EHF categories, al 8.3%. 1s one half the expected volatility of the
category with the largest expected correlations to hedge funds, US Equities. hence the 0.5
Beta criteria.  The gross leverape criteria stems from the fact that hedge funds are a
unique instrument in that, typically, small, non-market related sources of return are
sought by hedge fund managers, and becaunse these sources are small, they must be
amplified through leverage to achieve acceptable overall retum levels. This level of
leverage is usually not necessary, or permitted, mn applications (except perhaps for
hedging purposes) that have stronger systematic (market related) return sources such as
maost typical active managers in other asset categories.

It is also mportant to point out the eriteria we believe are not appropriate for manager
classification. It may be tempting to use criteria such as fee levels, fund or manager
names, what the press calls a manager, or manager self-classification. All these
possibilities are seriously flawed because they do not relate to the basic reasons we have
hedge funds in our portfolios and the assumptions we made to justify the nclusion of
hedge funds. It might also be tempting to use liquidity as a criteria, but since we already
have liquidity as a macro level limitation through the Liquidity Policy, it is inappropriate
to also have liquidity as a classification criteria.

Finally, it is important to note that these criteria are consistent with behavioral goals for
UTIMCO staff.  Since the public markets team is compensated on the basis of
performance relative to benchmarks, there is little or no incentive for them to want to
include a hedge fund in the public markets portfolio since the hedge fund would have a
Beta relative to public markets that would make it difficult for the hedge fund to achieve

(]



benchmark returns in up markets. Public markets staff might want to include a manager
using hedge fund like tools in public markets portfolios, but only if market exposure was
higher than hedge fund levels, and alpha expectations were high as well. Thus, the
classification criteria are consistent with our Performance Compensation Plan as well,

The attached tables document the application of these criteria to current and proposed
public markets and hedge fund applications.
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Public Markets: Existing Managers

Current
UTIMCO  Percent of Expected Betaof 5 Expected Expected Gross
Allocation Total  Has Authority to Use  Has Authority to or less to Cosrelation of 8 or Exposure o exceed
Manager Name Fund Hame (& mil) Partfalio Leverage Short Securities Benchmark less to Benchmark 150% Fublic Markets Benchmark

fackRock Inc. Small Cap Energy i1 8.6% Mo Mo No No Mo Wilzire mfﬂ;‘;“m Energy
BlackRock Inc. Global Ensrgy m.nl 8.7% Yes Yes o No Mo WA w““!fs”" i Ex
BlackRock Inc. Hadgad Energy %0l 85% Yes Yes N No Mo Wikshies mfﬂ.’:‘:m Energy
Biakeney Gensral Partners | Rustin Alpha k. 8.5% Mo N Yes Yes e MG Emerging Markets
Blavin & Co. Rlavin & Co. n| 0.4% Mo No Yes Yes Ne S4P 500 I

Cohen & Steers US REITS su.al 5% Mo No No Mo N NARETT Ecuity REIT Inde
Dakon Investments JMBO Fund & 1| 0 3% Yes Yes No Yes N TOPIX Index

Dakon Investments Tawan Fund ﬂ'.EI 0 3% Mo No No Yes Mo ?”%T“:““; . e
Dakon Investments Japan m' 0.4% Mo No No Yes N TOPIX Index

Cundil EAFE 11s.n| 6% Mo Yes No Yes N MSGI EAFE Index
Cundill Japan tzzl 5% N Yas No Yes Mo TOPIX Index
Globeex Canadian Small Cap ml 2% Mo o No Mo No Nesbitt Bums Small Cap Index
Globelex intemational MicroCap m.vl 0 7% Mo No No Mo N MSGI EAFE Indec
Globelex Japan Small and Md Cap m| 0.4% Mo No No Mo N R ”“'“‘r‘[;;m“‘” iy
Globefex intemational Small & Mid Cap m.ll 0.9% Ma Mo Na No No Gﬁ&wﬁm m:"”‘*“
GMO Emerging Country Debt* 1z.n| DA% No No No No Mo 4P, mﬂ‘;:d“‘l:g:“ Markets
'L ansdowne Eurepean Long Only 2n.7| 1.3% Yes No Na Yes No Diow Jones Eurostonx 500

L ansdowne Emerging Markets .unzl 22% Yes Yes No Yes No NSCI Emerging Markets
|Lansdowne LK 5{'!.[{ . 3% Tes Yes Na Yea Yes FTSE All Share Index
INtorgan Stanley Global REIT Bast Ideas 1m.1| 1.0 No No No No No mm“:ﬂﬁfmﬁm Fedl
PINCO Global Fixed Income ﬂE.BI 5 0% Ma Mo Na No No Rl G'*f'ﬂ;?"‘""“m
PINCO S -tls.nl 22% Mo No Na No ™ L GIT:*TE‘ M kS
IPINCO PARS I 1“.[1 0.8% fes Yes Na g Vs LEBGR

PICO Real Return m7| 15% Yes Yes ™ No Mo e ”ﬁ:‘f;‘ff;;‘ﬂ‘"m"
REAMS Core Plus HI.!-l 27% Mo No Na No N L“”’"Bmfsmw‘ Hond
REAMS TS zml 15% Mo No N No N L G'T;::“ S
Retational Investors Relational lnvestors m_nl 22% Mo No No Mo No S8P 500 Index

ITCW Assat Management Multicap 1n_1| 0.5% Mo No N No No Russell 3000 ndex




Current
UTIMCO  Percent of Expectad Betacf .5 Expected Expected Gross

Allocation Total Has Authority to Use  Has Authority to or less to Correlation of .6 or Exposure to sxceed
Manager Name Fund Nama 15 mil) Partfolio Leverage Short Securities Benchmark legs to Benchmark 150% Fublic Markets Benchmark

Russsell MidGap Valle Index
ITCW Asset Management Value Addod 5% No No No No Na Fussll 2000 Index
Templeton Emarging Marksts' 15% No No No No Ne L E“ﬁm“‘w‘”’t
Templetan High Vabue Alpha 05% Yes Yo Na ™ Ne WG Emenging Markets with Het
Dividends
Vahse Act Capital Small Cap 29% Yes Yes No No ™ Russll 2000 Index
Wisstport 12% No No N No ™ Russll 2000 Irndex

Public Markets: Prospe
P ardus

85%6 MSC Eurcpe + 5% @2

Eurcpean Special Opportunities A E HY Gredit Index

Global Investment Advisors | Opportunistic High Yiskd Partfolio Letwman Brﬁm ﬁfwﬂ!a Bond
[Steal Steel Partners I Russell 2000 Indey,
* Mutual Fund



Marketable Alternatives: Directional Hedge Funds

Has Authority to  Expected Beta of .5 Expected Expected Gross
Short Securities and orlesste Correlation of 6 or Exposure to exceed

Manager Name Use Leverage Benchmark less to Banchmark 150%
AG Realty Yes Yes Yes Yes
|Elua Ridge Capital Yes Yes Yes Yes
|Erahmnn Yes Yes Yes Yes
Citigroup EMS0 Yes Yes Yes Yes
Cohghill Yes Yes Yes Yes
|E LA Yes Yes Yes Yes
|E LLA Yes Yes Yes Yes
|Emin&nr.:e Yes Yes Yes Yes
|Evargadas Yes Yes Yes Mo
|Highaida Yes Yes Yes Yes
Indus Asia Pacific Yes Yes Yes Yes
Indus Japan Yes Yes Yes Yes
|l|lavarIcH Yes Yes Yes Yes
|Hillga1& Yes Yes Yes Mo
SG Partners Yes Mo Yes Mo
Sirios Yes Yes ¥es Yes
Standard Pacific Yes Yes Yes Yes
Steadfast Yes Yes Yes Yes
Westfield Yes Yes Yes Yes
Marketable Alternatives: Absolute Return Hedge Funds

AG Super Yes Yes Yes Mo
AQR Yesg Yes Yes Yes
|EGI Yeg Yes Yes Yes
Bridgewater Yes Yes Yes Yes
|Eton Park Yes Yes Yes Yes
Farallon Yes Yes Yes Yes
|FCOI Yes Yes Yes Yes
|Indus Event Driven Yes Yes Yes Yes




Has Authority to  Expected Betaof .5 Expected Expected Gross

Short Securities and orlessto Correlation of .6 or Exposure to exceed
Manager Name Use Leverage Banchmark less to Benchmark 150%
Moon Capital Yes Yes Yes Mo
Och Ziff Yes Yes Yes Yes
(OCM Yes Yes Yes Yes
{OCM HY Plus Yes Yes Yes Mo
Och Ziff Asia Yes Yes Yes Yes
|Och Ziff Europe Yes Yes Yes Yes
Parkcentral Yes Yes Yes Yes
Perry Partners Yes Yes Yes Yes
Protege Yes Yes Yes Yes
Satellite Yes Yes Yes Yes
Sliver Point e Yes Yes Yes
Stark Yes Yes Yes Yes
TPG Axon Yes Yes Yes Yes
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Agenda ltem:

Developed By:
Presented By:
Type of Item:

Description:

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
May 25, 2006

Discussion of New Method of Reporting Individual Manager Issues to UTIMCO
Board

Boldt, Moeller
Boldt
Discussion Item

This ltem will address several issues concerning the current reporting practices
regarding individual managers, particularly our use of “Watch List” designations.

None

Although not required by any investment policy or by the Delegation of Authority, it
has been the practice at UTIMCO to designate certain external managers as being
on the “Watch List” in cases of poor performance, key personnel turnover, or other
issues of concern to UTIMCO staff. There have not been precise rules as to when a
manager should go on Watch List, how long the manager must be on Watch List
before termination, or precisely what actions by the manger would be required to exit
the Watch List. All these issues were properly left to the judgment of the UTIMCO
staff and Board. Watch List status was indicated on our external manager reports
prepared for the Board meetings and shown on the UTIMCO website. In addition to
Watch List status, the external manager report indicated a general status
assessment (red, yellow, green) for each manager.

Staff believes that disclosure of status and Watch List information is not in the best
interest of the endowment and operating funds. This information has been picked
up in press reports, in some cases before Board members were able to discuss the
information with staff. In some cases there is a period of time before we are able to
withdraw all our funds from a manager after we have notified the manger that we
want to terminate the account. If information on the termination were made public
immediately, other clients of the terminated manager may also decide to terminate,
making our withdrawal more difficult.

Staff believes that it would be better to have a closed briefing session before each
UTIMCO Board meeting at which time we could inform the Board regarding
manager issues, but take no formal action. In the event that a closed session is not
possible under open meeting rules, staff could brief Board members in open session
about actions already taken under the Delegation of Authority, while limiting the
information discussed to avoid harming the endowment and operating funds. We
would appreciate Board input on how this issue should be handled.

Delegation of Authority Policy
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Agenda ltem:
Developed By:
Presented By:
Type of Item:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board Meeting
May 25, 2006

Review of Investment Consultant Request for Proposal
Boldt, Moeller

Boldt

Information item

UTIMCO Staff is in the process of reviewing UTIMCO service providers and has
sent out request for proposals and information to candidates for the custodian,
compensation consultant, and attorney.  The investment consultant request for
proposal (RFP) is the final one of the four to be sent to potential candidates and is
scheduled to be mailed on May 31, 2006. Cambridge Associates is currently the
Board’s investment consultant.

Staff is requesting that the UTIMCO Board review the draft RFP and provide any
additional comments or questions the members would like to include in the RFP or
any additional potential candidates. Staff has identified the following investment
consultants as potential recipients of the RFP:
e Cambridge Associates
Wilshire Associates
Frank Russell
Strategic Investment Solutions
LCG Associates
New England Pension Consultants
Cliffwater

None

Investment Consultant Request for Proposal



The University of Texas
Investment Management Company

Request for Proposal
Investment Consultant

May 31, 2006



L. Introduction

Request for Proposal

The investment consultant provides consultant services to the UTIMCO Board as well as UTIMCO
staff. The investment consultant should have expertise related to all investment classes, including
private capital and marketable alternafives, and general investment consulting capabilities,

Description

UTIMCO 15 a 801(c)(3) investment management corporation whose sole purpose i the
management of investment assets under the fiduciary care of the Board of Regents of The
University of Texas System (Board of Regents] Created in March 1996, UTIMCO 5 the first
external investment corporation formed by a public university system. The Beard of Regents has
delegated investment management responsibility for all investments to UTIMCO, subject to
compliance with Board of Regenis approved investment policies. It invests endowment and
operating funds in excess of $19 4 billion, including the Permanent University Fund, the General
Endowment Fund, the Permanent Health Fund, the Long Term Fund, the Intermediate Term Fund,
the Short Term Fund, and various separately invested funds  UTIMCO 15 governed by a nine-
member Board of Directors appointed by the UT System Board. The UTIMCCO Board of Directors
includes three members of the UT System Board, the Chancellor of The Unwersity of Texas
System, and five outside investment professionals.

Il. Background Information

The background information on each of the invesiment funds is provided below.

A) The Permanent University Fund (PUF) 1s a public endowment contributing 1o the support of 18
institutions and six agencies in UT System and The Texas A&M University System (TAMU
System) The Texas Constitution of 1876 established the PUF through the appropriation of land
grants previously designated to The University of Texas, as well as an additional cne million acres.
Another state grant of one million acres was made in 1883. Today, the PUF contains over 2.1
millien acres of land located in 24 counties primarily in West Texas (PUF Lands).

PUF Investments are invested in a broadly diversified portfolio including equity, fixed income, and
absolute refurn investments. Investments are allocated two-thirds for the benefit of eligible
institutions of the UT System and one-third for the benefit of eligible nstitutions of the TAMU
System. As of February 28, 2006, the net asset value of PUF Investments was $9.8 billion.

B) The General Endowment Fund (GEF), created March 1, 2001 15 a pooled fund established for
the collective investment of long-term funds under the control and management of the Board of

(2]



Regents. The GEF is organized as a mutual fund and has two participants, the Permanent Health
Fund (PHF) and the Long Term Fund (LTF). The PHF and LTF initially purchased units of the
Fund on March 1, 2001, in exchange for the contribution of their investment assets. The GEF
provides for greater diversification of investmenis than would be possible if each account were
managed separately. The GEF s invested in a broadly diversified portfolio including equity, fixed
income, and absolute return investments. As of February 28, 2006, the net asset value of the GEF
was $5.2 billion.

C) The PHF is an intemal University of Texas System mutual fund for the pooled investment of
state endowment funds for health-related institutions of higher education, created August 30, 1998
with proceeds from state tobacco litigation. The 76" Legislature established three permanent
funds and thirteen higher education endowments. The PHF participants (unitholders) consist of
one of the permanent endowments and eight of the thirleen higher education endowments. On
March 1, 2001, the PHF purchased units in the newly created GEF in exchange for the contribution
of its investment assets The PHF no longer invests in individual secunties except for GEF urits
and a negligible amount of cash, Cash distributions are paid quarterly. As of February 28, 2006,
the net asset value of the PHF was $966 million,

D) The LTF is an internal UT System mutual fund for the pooled investment of over 7,000 privately
raised endowments and other long-term funds supporting vanous programs and purposes of the 15
institutions comprising UT System. The LTF was formerly known as the Common Trust Fund. The
LTF was established February 9, 1995, by the Board of Regents to succeed the Common Trust
Fund pooled investment fund. The Common Trust Fund was established by the Board of Regents
in 1932, The LTF is structured as a mutual fund in which each endowment or account purchases
units at the LTF's market value per unit, Cash distributions are paid quarterly directly to the UT
System institution of record based on a per unit payout established by the Board of Regents, On
March 1, 2001 the LTF purchased units in the newly created GEF in exchange for the confribution
of its investment assets The LTF no longer invests in individual securities except for GEF units
and a negligible amount of cash. As of February 28, 2006, the net asset value of the LTF was $4.3
billion.

E} Operating funds of UT System are invested in a money market fund and a new fund, the
Intermediate Term Fund (ITF) The ITF was funded on February 1, 2006, The ITF is structured as
a mutual fund in which each of the parficipatng 15 UT System institutions and UT System
administration purchase units on a monthly basis. The ITF is invested in a broadly dversified
portfolio including equity, fixed income, and absolute return investments However, it does not
invest In private equity invesiments. The [TF's net asset value as of February 28, 2006, was 52 9
billion. The money market fund (Short Term Fund) had a net asset value of $1.1 billion. Total
operating funds were 54.0 billion

F) Separately invested funds have a balance of $327 million as of February 28, 2006. Included in
these funds are chantable remainder trusts, endowments and other funds that are not invested as
a part of the pool.



lll. Instruction for Responses

General
UTIMCO invites responses to this RFP from qualified firms interested in providing investment
consultant services to the UTIMCO Board and staff

Submittal deadline
UTIMCO will accept responses until 5:00 p.m. Central, July 15, 2006.

Contacts
Any questions or concerns regarding this RFP shall be directed to:

Greg Lee

UTIMCO

401 Caongress Avenue, Suite 2800
Austin, Texas 78701

Tel: (512) 225-1606
g-mall: glee@ulimco.org

Public Information

UTIMCO considers all information, documentation, and other materials requested to be submitted
in response to this soliciiation to be of a non-confidential andlor non-proprietary nature and
therefore shall be subject to public disclosure under the Texas Fubfic Information Act (Texas
Government Code, Chapter 552.001 el seq ) after a contract is awarded.

Respondents are hereby notified that UTIMCO sinictly adheres to all statutes, court decisions and
opinions of the Texas Attorney General with respect to disclosure of RFP infarmaticn

Presentations and/or Interviews

After receipt of each respondent's responses, respondent may be requesied fo present an oral
presentation to UTIMCO to cover the respondents qualifications. In addition, UTIMCO may
request the opportunity to conduct interviews with the lead investment consultants,

Key Events Schedule

« May 31 2006 RFP sentto candidate firms

o July 15,2006 Deadline fo respond to RFP

< July 31,2006 Review of proposals and narrow list of candidates te 3

« August 31, 2006 UTIMCO wvisits candidates andlor view candidate
presentations

- September 2006 Placeholder for presentation to UTIMCC Board and
selection of investment of consultant

« November 2006 Final negofiation of confract

- MNovember 2006 Board approves contract {or has given siaff authority to

negotiate contract at its September 2006 meeting)



Submittal Instructions
Responses should be sent by mail, facsimile, electronic mail, or delivered in person, marked
"Respaonse to Request for Proposal” and to:

Greg Lee
UTIMCO

401 Congress Avenue Suite 2800
Austin, Texas 78701

IV. Questionnaire

A. Profile

Name of Responding Firm

Name and Title of PFnmary Contact

Address of Pnmary Contact

Telephone

Fax Mumber of Pimary Contact

E-mail address of Primary Contact

B. Organization

1. Please provide a brief history, going back to inception, of your firm and your parent
organization

2. Describe the ownership structure of your organization, giving specific details with regard to
your parent and any affiliated companies.

3. Include an ownership organizational chart showing this struciure, Descrbe the linefs) of
business of your firm, your parent organization and any affiliation.

4. Please describe your client composition and provide a breakdown by client type and asset
sizes. In addifion, please provide the mean asset allocation by client type. The breakdown
should include the following categories

» Endowments
e Foundations



Public Pension Funds
Private Pension Funds
Indmviduals

Other

Flease provide both number of clients, assets advised, and fee percentages of total fees.
5. Whatis the total client dollars under advisement by your firm?

6. Please provide a representative client list.

/. What experience does your firm possess in providing invesiment consulting fo institutions like
UTIMCO?

8. Please prowide three references

C. Conflicts of Interest

1. Is your firm, its parent or affiiate, a registered investment advisor with the SEC under the
Invesiment Advisors Act of 19407 If not, what 1s your fiduciary clessification? Please include
Form ADV Part Il

2. Has your arganization or an officer or principal been involved in any business litigation or other
legal proceedings relating to your consulting activities? If so, provide an explanation and
indicate the current status or disposition

3. Are there any circumstances specifically related 1o your investment consulting activities under
which your firm, its officers or employees receive direct or indirect compensation from
investment managers? [f so, please describe in detail.

4. Describe the firm's policy on conflict of interest. Does your firm, its parent or affiliate sell
information or any other services to invesiment managers? |f so, please describe in detail
Does your firm have any affiliation with a brokerage firm? If so, please describe.

9. Are there any circumstances under which your firm receives compensation for invesiment
management, rather than consulting services? If so, please provide a list of current clients and
indicate the percentage of total fee revenue derived from this line of business.

D. Employees

1. Provide an organizational chart showing the number of employees, professional and suppert,
in each function.



Describe the volume of work handled by your key personnel and the lead consultant identified
for this account

How do you recruit, retain, and compensate qualified individuals?
What has been the turnover in your professional staff in past 3 years?
Explain how the consultant(s) dedicated to UTIMCO's account would function including the

lead person, back-up, quality control procedures and support services. Provide biographies of
the key individuals.

E. Consulting Activities

Investment Planning and Asset Allocation

5
2.

3.

Qutline your approach lo the development of an investment policy and asset allocation.
Describe your firm’s typical involvement in preparing guidelines for investment managers.

Discuss the asset allocation models you employ. How does your firm develop asset class
assumptions?

Cutline your process for maintaining and providing a continuous review of investment policy,
asset allocation and pertfolie structure.

Investment Manager Search

5

10.

Does your firm maintain an in-house database of investment managers? |f not, what vendor
do you purchase the database from? How many managers are confained in the database?
What asset classes are coverad?

Describe how your firm or your vendor gathers verifies, updates and maintains the data
collected on managers for the database.

Do you or your vendors charge direct or indirect fees for invesiment managers to be included
in your firm's database? What are the fees? How do you prevent conflicts of interest?

Iif you have an in-house database, do you sell it to third parties? How do you receive
compensation?

Do you have indviduals dedicated to manager research within your irm? |f so, how many and
where are they located? Describe therr role in the manager search process.

What are the guidelines you give to a client with respect to terminating an investment
manager’?



Performance Reporting

11. Describe your performance monitoring capabilities and the staff performing these functions

12. Give a brief overview of the hardware and software systems used in the production of
performance reports. Is the software developed in-house? Is any work subconfracted to
another firm?

13. Describe how benchmarks are chosen or developed and how performance is compared fo
similar portfolios. Can your firm provide custom/style benchmarks and unverses?

14 Can performance monitoring reporis be customized?

15 When are performance monitoring reports available?

16. Please provide a sample of your performance monitoring report.

Alternative Assets Capabilities

17. Discuss your firm's investment philosophy regarding alternative investments

18. Describe the firm’s compettive advantage in providing alternative assets consulting.

19 Describe the firm's experience in researching, analyzing, and recommending various types of
alternative investments

Research

20 Describe the internal structure and organizaticn of your research department. If no separate
department exists, describe how this function is performed.

21. Please provide examples of your research.

22 Do you have a research platform that is accessible by all clients? If so, please describe,

Investment Risk Management

23 Discuss your Firm's familiarity with investment nsk management.
24. Describe the Firm's experience in risk management consuliing.
IV. Fee Proposal

1. Please indicate all services you propose to provide and their associated fees.
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