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UTIMCO BOARD OF DIRECTORS
MEETING AGENDA
July 13, 2006

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

Time ftem # Agenda ltem

Begin End
Open Session:

9:30 a.m. 8:35a.m. 1 Callto Order/Consideration of Minutes of May 25, 2006 Meeting and
May 30-31, 2006 Retreat *

9:35 am. 9:45 a.m. 2 Corpofate Resolutions:
- Consideration of Committee Assignments™,**
- Consideration of Election of UTIMCO Vice-Chairman*

945am.  10:00 am. 3  Endowment and Operating Funds Update:
- Performance Report
- Liquidity Profile
- Risk Dashboard
- Comprehensive Derivative Report
- Report on Actions Taken Under Delegation of Authority

10:00a.m.  10:30 am. 4  Report from Compensation Committee:
Executive Session
Pursuant to 551.074, Texas Government Code, the Board of Directors
may convene in Executive Session to consider the compensation
committee report.
Reconvene into Open Session
- Consideration of Compensation Committee Report*

10:30am.  11:00 am. §  Discussion and Consideration of UTIMCO 2006/2007 Budget *, **

11:00am. 11:15am. 6  Discussion and Consideration of Recommended Permanent University
Fund Distribution Amount *, **

it:15am.  11:45am, 7 Discussion of Investment Environment and Opportunities

11:45am.  12:00 p.m. 8  Report from Policy Committee:
- Discussion and Consideration of Hedge Fund Benchmark Issues*, **

12:00 p.m, Adjournment

* Action by resolution required
MHesofution requires further approval from the U. T. System Board of Regents

Next Scheduled Meeting: September 22, 2006




TAB 1



RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the meetings of the Board of Directors held on May
25, 2006, and on May 30-31, 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 9:03 am. on the 25th day of May, 2006, by means of
conference felephone enabling all persons participating in the meeting fo hear each other, 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 elecfronically recorded.

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

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

thus, constituing a majority and quorum of the Board. Also attiending the meeting were: 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; Jerry Turner, legal
counsel for the Corporation; Keith Brown of the McCombs School of Business at UT Austin; Philip Aldridge,
Amy Barrett, Charlie Chaffin and Cathy Swain of UT System Administration; and Bruce Myers of Cambridge
Associates. Mr. Caven called the meefing to order at 9:03 am. Copies of materials supporting the Board
meeting agenda were previously furnished fo 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 March 30, 2006. Chancellor Yudof requested the following paragraph to be added within
the Investment Policy Statements section of the minutes:

“In the discussion regarding proposed changes to Exhibit A of the investment policies, UTIMCO staff
requested a lower end of the range for ‘cash’ at -5%, based on an interpretation of the revised Derivative
Investment Policy that would permit the creation of exposure up fo 120% of porifolio assets. Chancelior
Yudof noted that the Policy applied to individual derivatives, and the Derivative Policy was not intended to
authorize leveraging of the entire portfolio, He suggested that if there is any doubt, the Derivative Policy
should be clarified to make sure that no such portfolic leverage authority is granted. The Chancelior also
observed that at each meeting the staff frequently seeks additional discretion with regard to porffolio



leveraging, short selling, negative cash balances, and other measures that potentially increase risk and
allow leveraged investments without UTIMCO Board oversight. He does not agree with these efforts and is
concerned about their cumulative impact on UTIMCO investment sirategies.”

Upon motion duly made and seconded, the following resolutions were unanimously adopted:

RESOLVED, that the minutes of the meefing of the Board of Directors held on
March 30, 2006, be, and are hereby, approved, subject to revision as requested by
the Chancellor; and

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

Audit and Ethics Committee Report

Mr. Caven asked Mr. Nye, Chairman of the Audit and Ethics Commitiee, to give a report from the Audit and
Ethics Committee meeting that was held on May 16, 2006. The first item Mr. Nye reported on was the
Custodian Search process. As Chairman, he was involved with the process from beginning to end, and
noted that the Staff had performed the search using a very thorough and thoughtful process. He stated that
the Staff's recommendation fo select Melion Trust as the custodian reflected the most competent service
with the lowest cost. Mr. Nye proposed, on behalf of the Audit and Ethics Committee, a resolution to
approve the selection of Mellon Trust as the master custodian for the UT System funds. After discussion,
upon motion duly made and seconded, the following resolution was unanimously adopted:

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

Mr. Nye continued by reporting on the revision of the Audit Charter of the Audit and Ethics Committee. Mr,
Nye stated that the Audit and Ethics Committee at their last meeting considered the proposed changes to
the Audit Charter of the Audit and Ethics Committee and recommended that the Board accept the changes
as drafted. Upon motion duly made and seconded, the following resolution was unanimously adopted:

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

Another jtem discussed and approved at the Audit and Ethics Committee meeting was the appointment of
the firm of Emst & Young, LLP as the independent auditor of the Corporation for the year ended August 31,
2006. Mr. Nye stated that the Committee recommended that the Board approve the Engagement Letter
with Emst & Young, LLP. Upon metion duly made and seconded, the following resolution was unanimously
adopted:



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, 2008, as

submitied by the Audit and Ethics Commitiee,

Code of Ethics

Mr. Caven introduced the next item which was discussion and consideration of proposed amendments to
the Corporation’s Code of Ethics ("Code”). This matter has been reviewed by both the Policy Commitiee
and the Audit and Ethics Committee. Mr. Caven asked Mr. Burgdorf fo begin the discussion by giving
background and reasons for revisions. Mr. Burgdorf gave a re-drafting overview beginning with the charge
to re-write the Code in & form that used plain English and was easier to understand, and then gave an
explanation of each of the substantive changes proposed. Involved in the re-write were several members
from the UT System staff, Corporate Staff and outside counsel, Vinson and Elkins. Mr. Nye stated that the
revisions to the Code were reviewed at a joint meeting of the Policy Committee and the Audit and Ethics
Commitiee on May 16, 2006, and the Audit and Ethics Commitiee approved the changes as presented with
the exception of the changes contained in Sections 3.03 and 3.06. Mr. Rowling voiced agreement with Mr.
Nye and further acknowledged that the Poiicy Committee had met again earfier in the day, prior to the
Board meeting, and adopted new language in regard o Section 3.03. Mr. Rowling asked Mr. Turner fo
read the proposed changes to Sections 3.03 which were approved by the Policy Committee. Mr. Turner
read the following:

Sec, 3.03. UTIMCO Investments in Private Investments of Certaln Business Enfities. UTIMCO or a
UTIMCO entity may not;
(1) invest in the private investments of a business entity if a director or director entity
then owns a private investment in the same business entity unless:
(A) the director or director entity acquired the private investment before the
date on which the director assumed a pusition with UTIMCO:
(B) the director’s private investment does not constitute 3 pecuniary interest in
a business entity as defined by Section 3.01 (b} of this code; and
(C)  the Board approves the investment by UTIMCO or the UTIMCO entity by
a vote of two-thirds of the membership of the Board after a full disclosure
in an open meeting of the relevant facts and a finding by the Board that
the investment will not benefit the director or director entity financially;
(2} invest in the private investments of a business entity if an employee or employee
entity then owns a private investment in the same business entity; or
"3 except as provided above, co-invest with a director, director entity, employee, or
employee enfity in-the private investments of the same business entity,

Mr. Turner also read implicit changes to Section 3.06 that were recommended by UT System Office of

General Counsel and approved by V&E:

Sec. 3.06. Divestment Not Required For Certain Private Investments.
A director, director enfity, employee, or employee enfity that owns a private investment in a
business enfity on the date on which the director or employee assumes a position with UTIMCO is
not required by Section 3.04 or 3.05 of this code fo divest that private investment as long as the
private investment does not constifute a pecuniary inferest in a business enfity as defined by
Section 3.01 of this code. Any transactions concerning the private investment that might occur after
that date are subject to this code.



Mr. Tumer answered the Directors’ questions. Chancellor Yudof voiced support for the revision, but also
stated that he had some open issues and that he would like additional review, including a review of a memo
from Baker Botts on the subject, prior fo taking the revisions fo the UT System Board of Regents for
approval. Upon motion duly made and seconded, the foliowing resolutions were unanimously adopted:

RESOLVED, that amendments fo the Code of Ethics of the Corporation as
presented be, and are hereby, approved, subject fo 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.

Bylaws

Mr. Caven asked Mr. Turner to explain the proposed amendments to the Corporation’s Bylaws, Mr. Turner
presented the three minor changes recommended by Staff, to adjust the language in the Bylaws fo be
consist>* with language in the Texas Education Code, Code of Ethics, Investment Management Services
Agreement, and to reflect the new office address of the Corporation. Mr, Rowling reported that the Policy
Committee had approved these changes and recommended approval. Upon motion duly made and
seconded, the following resolution was unanimously adopted:

RESOLVED, that amendments fo 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.

Financial Statements and Audit and Ethics Committee Seif Assessment

Mr. Nye reported two other items discussed at the Audit and Ethics Committee held on May 16, 2006, The
commitiee reviewed Unaudited Financial Statements for the six months ended February 28, 20086, for the
Permanent University Fund (PUF), General Endowment Fund (GEF), Permanent Health Fund {PHF), Long
Term Fund (LTF), Intermediate Term Fund (ITF), and UTIMCO. Also reported by Mr. Nye was the first self-
assessment of the Committee, as required by the Audit Charter of the Audit and Ethics Committee, The
self-assessment requires each Committee member to evaluate his or her own performance as well as the
performance of the Commitiee as a whole, on a regular basis. Mr. Nye stated that Mr. Chaffin and Ms.
Barrett of UT System Audit Office presented and discussed their institutional and investment compliance
program audit report. The invesiment compliance activifies have developed significantly and, given the
increased complexity of the porffolic and emerging guidance on effective compliance, Mr. Chaffin
expressed concern with regards to compliance of asset allocation category limits. The auditors have
difficulty in audifing the limits when there are no clear lines in definitions of hedge funds and other
categories. Mr. Nye stated that he did not bring this point to the Board to alarm them, but rather fo inform
the Board regarding an issue that haunts the industry.

Asset Allocation and Performance




Mr. Caven asked Mr. Boidt fo report on the Corporation's asset allocaion and performance.  Mr. Boldt
reported that the Texas Law School Foundation will be investing their funds, approximately $90 million of
assets, with the Corporation beginning in September. Mr. Boldt confinued by presenting an investment
update and discussed performance information for March 31, 2008. He also gave preliminary information
for April. He discussed the Market Exposure chart showing market exposure and deviations from policy
targets within tactical policy ranges. He confinued by discussing asset alfocafion and attribution analysis,
the peer universe and value added. Mr. Boldt reporied Cumulative Value Added under the Corporation’s
management for periods ended March 31, 2006.  The net performance for the one-month period ended
March 31, 2006, for the Permanent University Fund (“PUF") was 0:83% and for the General Endowment
Fund (*GEF”) was 0.80%, versus benchmark returns of 1.51% for each fund. The net performance for the
one-year period ended March 31, 2008, for the PUF and GEF was 14.29% and 14.02%, respectively,
versus benchmark refurns of 16.30% for each fund. The new Intermediate Term Fund's (‘ITF")
performance was 0.85% versus ifs benchmark return of 1.00% for the one-month period. Performance for
the Short Term Fund ("STF") was 0.38% versus 0.39% for its benchmark for the one-month period, and
was 3.72% versus a benchmark retum of 3.53% for the one-year period ended March 31, 2008. Also
presented was performance atfribution, statistics on liquidity, total derivatives by type and application,
actions taken under the Delegation of Authority, manager changes since the last Board meeting and the
Risk Dashboard. Mr. Boldt, Ms. Iberg, Ms. Reed and Mr. Thompson answered the Directors’ questions
during the update. Mr, Boldt asked Mr. Goldsmith to give a brief update on the Intermediate Term Fund
(*ITF"} from inception fo April 30, 2006. Before turning the meeting over to Mr. Goldsmith, Mr. Boldt
asserted that the ITF, by July 1, 2006, would be fully compliant with the prescribed asset aliocation policy
targets and ranges. He was pleased fo announce that this had been achieved ahead of schedule. Mr.
Goldsmith gave an update of the ITF including performance, asset allocation, deviations from targets and a
summary of activity. Mr. Boldt and Mr. Goldsmith answered the Directors’ questions,

Manager Classification Issues

Mr. Caven introduced the next topic on the agenda which addressed manager classification issues and the
procedures in place at the Corporation. Mr. Boldt began by discussing the convergences and overlaps
developing among acfive investment managers and how potential issues arise as to how managers should
be classified within the Corporation’s more rigid asset category framework. Mr. Caven Jeft the meeting
during this discussion, but prior to leaving, he requested that the Staff and the UT System oversight group
listen 1o the fape of this meeting and prepare a memorandum with all the issues discussed foday on this
very important topic. After further discussion, it was realized that a need for consensus on this topic was
required for day-to-day management of the funds, unil classification issues could be resolved
comprehensively in the next asset allocation study. During discussion of options 1o move forward, it was
generally accepted that the Chairman of the Board and the Chairman of the Risk Committee, and the Risk
Committee itself, if necessary, can bring a final recommendation to the Board and Board of Regents in July,
with the Chairman acting in the interim on questions regarding classification.

New Method of Reporting individual Managers

Mr. Boldt discussed the procedure of the current watch fist and stated that it is very loosely defined. The
Waitch List was originally created as an information fool between the Staff and the Board, not between Staff
and the general public. The Board concurred that the delegation process on manager selecfion would
remain af the Staff level, but suggested that a report be given periodically to the Board on any action taken
by Staff, after the fact.




investment Consulta_nt Request for Proposal

Mr. Boldt confinued by providing the Board information on the Staffs process of reviewing Corporation
service providers. The Staff has idenfified seven investment consultants to be potential recipients of the
current Request for Proposal (RFP). The Staff will keep the Board apprised of the process. There was
discussion on possibly having more than one consultant. Cambridge is currently the Board's investment
consuitant. Mr. Boldt answered the Directors' questions and noted their suggestions for changes io the
RFP.

There being no further business fo come before the Board of Directors, the meeting was adjourned at
approximately 11:40 a.m. ‘

Secretary:

Joan Moeller

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




MINUTES OF THE BOARD RETREAT 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, for a Board Retreat, at 1:45 p.m. on the 30th day of May,
2006, at the Barton Creek Resort and Spa, 8212 Barton Club Drive, Austin, Texas, 78735, said meeting
having been called to order by the Chairman, H. Scott Caven, Jr., with nofice 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
Woody L. Hunt, Vice Chairman
Mark G. Yudof, Vice Chairman for Policy
Clint D, Carison
J. Philip Ferguson
Colleen McHugh
Robert B. Rowling
Charles W. Tate

thus, constituting a majority and quorum of the Board. Director Erle Nye was not present at the meefing.
Also attending the meeting were: Bob Boldt, President of the Corporation; Joan Moelier, 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; Glenn Opel, legal
counsel for the Corporation; Keith Brown of the McCombs School of Business at UT Austin: and Philip
Aldridge of UT System Administration. Joanne Hill of Goldman Sachs was in attendance as the afternoon
guest speaker. Mr. Caven called the Board Retreat to order at 1:45 p.m, Copies of materials supporting
the Board meeting agenda were previously furnished to each Director or distributed at the meeting.

introductory Remarks

Mr. Boldt gave introductory remarks for the first annual UTIMCO Board Retreat. He said that the general
theme of the retreat was “UTIMCO in 2015", reviewing the changes that are likely in endowment fund
management over the next ten years and how UTIMCO will adapt to, or lead, those changes. He hoped fo
have open-ended discussions on strategic issues, with no final decisions being made at the retreat,
Instead, he hoped to come out of the sessions with a list of issues and ideas to be researched and
addressed in decision making mode at future regular Board meetings. Mr. Boldt continued by introducing
the speakers for the retreat giving a short background on each.

Joanne M. Hill

The first speaker of the refreat was Ms. Joanne Hill. Joanne M. Hillis a Managing Director and leads the
Equity Products Strategy at Goldman Sachs, which has repeatedly gained the top ranking in industry
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surveys. She advises institutional investors, primarily pension funds, endowments and foundations, on
investment strategies and markef developments for equity derivative products, exchange-traded funds, and
portfolio trading. Ms. Hill provided some indicafion of how her clients’ requests have changed over the past
several years and how they are likely to change in the future. She has published articles addressing the
issues of the difficulty of finding “alpha” and how pension funds are adapting to changes in pension
regutations, and how the changes pension funds will be making could affect UTIMCO. Her presentation
addressing these topics initiated interesting discussion among the Board and Staff. The meeting was
recessed at4:30 p.m.

Matthew R. Simmons

The Board of the Corporation reconvened in an open meeting at the Palm Court Meeting Room at 6:30
p.m. Mr. Boldt infroduced the evening speaker, Mr. Matthew R. Simmons, Chairman of Simmons &
Company International. Simmons & Company International is a specialized energy investment banking
firm that has completed approximately 600 investment banking projects for its worldwide energy clients at a
combined dollar value in excess of $77 billion. Mr. Simmons discussed his new book Twilight in the Desert.
He has spent many years analyzing the implications of what he terms “peak oil" and his useful insights to
both investors and ciizens were discussed by the Board and Staff. The meefing adjourned at
approximately 9:.00 p.m.

The Board of the Corporation reconvened in an open meeting, for a Board Retreat, at 8:45 a.m. on the 31st
day of May, 2006, at the Barton Creek Resort and Spa, 8212 Barton Club Drive, Austin, Texas, 78735,
Participating in the meeting were the following members of the Board:

H. Scott Caven, Jr., Chairman
Woody L. Hunt, Vice Chairman
Clint D. Carlson
J. Phifip Ferguson
Colleen McHugh
Robert B. Rowling
Charles W, Tate

thus, consfituting a majority and quorum of the Board. Directors Mark G. Yudof and Erle Nye were not
present at the meeting. Also altending the meeting were: 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 Alternafive 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; Glenn Opel, legal counsel for the Corporation; Keith Brown of the McCombs School of
Business at UT Austin; Cathy Swain of UT System Administration; Bruce Myers of Cambridge Associates;
and Joanne Hill of Goldman Sachs. Ray Dalio of Bridgewater was in attendance as the morning guest
speaker. Mr. Caven called the meeting to order at 8:45 a.m.

QOverview of Day One




Mr. Boldt began with an overview of the presentations and discussions from the previous day. He then
introduced the next guest speaker, Mr. Ray Dalio.

Ray Dalio

Ray Dalio is the founder and current President and Chief Investment Officer of Bridgewater Associates, the
world's fargest hedge fund. Two articles by Mr. Dalio were presented to the Board prior to the Refreat. The
first article provided a brief description of the innovative approach Bridgewater has taken fo what he terms
‘Post-Modern Porffolio Theory.” Mr. Dalio’s second article, entitied “The Biggest Misteke in Investing,”
which reviewed an issue the Corporation is very likely to face in the future with regards to balancing the
portfolio. Mr. Dalic made a presentation entitled Structuring a Better Portfolio, Mr. Dalio believes in
“engineering” portfolio solutions to specific problems and provided interesting insight on how he expects
this approach to evolve over the next 10 years. His presentation led to a discussion on portfolio
management, separating alpha and beta and risk budgeting,

Conclusion

There being no further business fo come before the Board of Directors, the meeting was adjourned at
approximately 12:10 p.m.

Secretary:

Joan Moeller

Approved: Date:
H. Scott Caven, Jr.
Chairman, Board of Directors of
The University of Texas Investment
Management Company
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Agenda Iltem:
Developed By:
Presented By:
Type of Item:

Description:

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCO Board Meeting
July 13, 2006

Corporate Resolutions

Caven

Caven

Action required by UTIMCO Board

This agenda item seeks approval of assignments fo UTIMCO Board Committees
and election of UTIMCO officer of Vice-Chairman.

Chairman Caven will recommend approval of assignments and officer.

Chairman Caven will present his committee assignment and officer
recommendations to the UTIMCO Board during the meeting.  Committee
assignments fo the Audit and Ethics Committee will be further approved by the U.T.
Board of Regents.

UTIMCO Bylaws
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Agenda ltem
UTIMCO Board of Directors Meeting

July 13, 2006
Agenda ftem: Performance Report
Developed By: Moeller, Hill
Presented By: Boidt
Type of ltem: Information ltem
Description: The reports presented are for the periods ended April 30, 2006. (Except as noted.)
Recommendation; No action required.
Reference: Market Exposure; UTIMCO Performance Summary; Fiscal Year Cumulative Value

Added in Endowment Funds; Fiscal Year Cumulative Value Added in Marketable
Securities; Fiscal Year Cumulative Value Added in Non-Marketable Securities;
Cumulative Value Added in Endowment Funds Since September 2002; Performance
Attribution; UTIMCO Endowment Funds vs. Cambridge Associates Colleges and
Universities Universe; UTIMCO Endowment Funds vs. Cambridge Associates
Colleges and Universities Greater Than One Billion Dollars Funds Universe; Public
Markets Managers Investment Performance Detail



Permanent University Fund
Market Exposure
April 30, 2006

Deviations From Policy Targets Within Tactical Policy Ranges
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General Endowment Fund
Market Exposure
April 30, 2006

Deviations From Policy Targets Within Tactical Policy Ranges
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Intermediate Term Fund
Market Exposure
April 30, 2006

Deviations From Policy Targets Within Tactical Policy Ranges

250
200
g 15.0
<]
@
Eﬂ 10.0
fima
£ 50
=
-
w
g 0o < Policy
< Target
&
a (5.0)
(10.0)
(15.0)
Non-U.8. Absolute
Developed Emerging Directional  Return Hedge Cash and Cash
U. 8. Equities Equity Markets Equity  Hedge Funds Funds REITS Commeodities TIPS Fixed Income Equivalents
Actual 15.31% 5.13% 5.29% 10.42% 13.65% 10.03% 5.47% 92.86% 24.37% 0.43%
Policy Target 15.00% 5.00% 5.00% 12.50% 12.50% 10.00% 5.00% 10.00% 25.00% 0.00%
Deviation 0.31% 0.13% 0.29% -2.08% 1.19% 0.03% 0.47% -0.14% -0.63% 0.43%

Deviation in
Doliars (Sm) 9.48 398 8.87 (63.61) 36.39 0.92 14.37 {4.28) (1927 13.15




UTIMCO Performance Summary

April 30, 2006
Periods Ended April 30, 2606
Net {Returns for Periods Longer Than One Year are Annualized)
Asset Value Calendar Fiscal
4/30/2006 One Three Year Six Year One Two Three Four Five Ten
L (&) i #4281 (in Millions) | Menth Months | To Date | Months | To Date Year Years Years Years Years Years
Permanent University Fund $ 10,1513 230 3.15 6.11 10.49 10.67 18.17 153.08 18.02 11.38 8.60 0.84
General Endowiment Fund 2.33 3.19 6.10 10.34 9.91 17.93 14.97 18,16 11.47 8.91 N/A
Permanent Health Fund 989.9 2.33 3.25 6.12 16.33 9.87 17.87 14.91 17.98 11.36 8.79 N/A
Long Term Fund 4.428.7 2.33 3.25 6.12 10.35 9.89 17.88 14.92 17.99 11.38 8.84 10.37
Separately Invested Funds 167.6 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A. N/A
Total Endowment Funds 15,737.5
PERATING FUND
Short Term Fund 980.9 0.39 1.12 1.48 2.17 2,79 3.89 2.84 2.23 2407 2.28 3.98
Intermediate Term Fand 3,058.1 1.38 2.13 N/A N/A N/A N/A N/A N/A N/A N/A N/A
Total Operating Funds 4,039.0
| Total Investments Is 19,776.5]
Permanent University Fund: Policy Portfolio 1.83 3.71 7.15 11.38 11.56 18.39 14.89 15.54 9.81 6.71 10.33
General Endowment Fund: Policy Portfolio 1.83 3.71 7.15 11.38 11.56 18.39 14.89 15.54 9.81 6.72 10.29
Short Term Fund: 90 Day Treasury Bills Average Yield .37 1.08 1.39 2.06 2.63 3.68 2.74 2.18 2.03 2.23 3.82
Intermediate Term Fund: Pelicy Portfolio 0.99 2.00 N/A N/A N/A N/A N/A N/A N/A N/A] N/A
Permanent University Fund 0.54 (0.56) (1.05) (0.88) (1.50) (0.22) 0.19 2.48 1.57 1.89 (0.69)
General Endowment Fund (.30 (0.52) {1.06) (1.04) {1.65) (0.46) 0.08 2.56 1.66 2.19 N/A
Permanent Hezlth Fund (.30 (.46} {1.03) (1.05) {1.69) (0.53) (.02 2.44 155 2.07 N/A
Long Term Fund 0.30 (0.46} {1.03) (1.03} {1.67) (0.51) 0.03 245 1.57 2.0 .09
Short Term Fund 13.03 .04 0.69 0.1l 0.16 (.21 0.14 0.05 0.04 0.03 016
Intermediate Term Fund 0.39 (.12 N/A N/A N/A N/A N/A N/A N/A N/A N/A

(1} - Effective May 6, 2004, benchmark returns for the PUF policy portfolio have been restated for prior periods beginning June 1, 1993 through September 30, 2000 and for the GEF/LTF policy portfolio for
prior periods beginning June 1, 1993 through September 30, 2001 to correct the following technical errors in benchmark construction and caleulation: (&) to reflect actual asset class target allocations which wer
in place, or the practical implementation of changes to those policy allocations, and (b) to distinguish between PUF and GEF/LTF historical investment objectives and distribution policies by accurately
representing actual asset class allocations during those periods.

Benchmark returns for the PUF and GEF/LTF policy portfolios were also restated for afl prior periods beginning June 1, 1993 through December 31, 2003 to replace various benchmark returns reported previous
for the Private Capital asset class. Specifically, the Wilshire 5000 + 4%, the benchmark used prior to January 1, 2004, was replaced with the Venture Economics Periodic IRR Index, a more appropriate
benchmark measure for the actual Private Capital portfolio.

Complete details of the restatement and previous policy portfolio benchmark history are documented on the UTIMCO website at www.UTIMCO.org or are available upon request.

(2) - Value added is a measure of the difference between actual returns and benchmark or policy portfolio returns for each period shown. Value added is a result of the active management decisions made by
UTIMCO staff and external managers.
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Permapent University Fund Performance Attribution Analysis
Ore Menth Ended Aprit 30, 2006

Asset Security
Average Asset Allocation Return Affocation Selection Total
PUF Policy Portfolio PUF Policy Benchmark Effect (1) Effect (2) Effect
| Cash and Cash Equivalents 0.04% 0.00% 0.39% 0.37% 0.00%)| 0.00%| 0.00%]
| U.S. Equities 20.00%| 20.00%| | 2.87%!| 1.08%} | 0.00%]: o - 036%] o 0.36%0)
Global Equities 21.59% 17.60% 4.65% 5.74%
Non-U.S. Bquities Developed 12.17% 10.00% 4.84% 4.78%
Emerging Markets 9.42% 7.00% 4.39% 7.12%
| Directional Hedge Funds l 8.89%| 10.00%| | 1.06% | 1.56%)] 1o
[ Absolute Return Hedge Funds l 15.85%] 15.00% | 1.97%| 1.13%] | 0.00%) - 0i3%] i 0,13%)
Inflation Linked 14.39% 13.00% 1.14% 3.02% S 00T% [ 0i14%
REITS 5.61% 5.00% -2.58% -3.74% SU006%6 e 0.03%
Commodities 4.73% 3.00% 6.49% 6.45% ) 0.00%}: 0 0:08%
TIPS 4.05% 5.00% 0.04% -0.08% = 0U02%) e 0:01% e 2 8.03%
[ Fixed Inceme | 9.80%)| 10.00% | 0.52%| -0.18%| | 0.00%] 7o 0.07%0 0.0 Y%
| Total Marketable Assets I 90.56%| 85.00%] | 2.43%| L77%]| [ 020%] 0 039%) o 0.59%!]
| Private Capital i 9.44%| 15.00%] | 1.74%| 2.15%)] |
[ Total Fund | 100.00%| 100.00%| | 2.36%| 183%] [ o20%] 033wl 0is3%)
(1) Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
{Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Retun) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)
(2) Selection effect measures the impact of selecting securities different from those held in the benchmark.
{Target Portfolio Asset Allocation} X (Portfolio Asset Class Return - Benchmark Asset Class Return)
All actual performance figures shown are net of all fees and expenses.
KAF#es\PerfomancelAitribution\FiscalY ear06R00604PUF TolaiEquityHedgeFundst1 Mo PUF 4-06 9

B29/20061:29 PM



Permanent University Fund Performance Attribution Analysis

Three Months Ended April 30, 2006

Asset Security
Average Asset Allocation Return Allocation Selection Total
PUF Policy Portfelio PUF Policy Benchmark Effect (1) Effect (2) Effect
| Cash and Cash Equivalents 0.83% 0.00% 1.12% 1.08% 0.00%
[ U.S. Equities 19.52% 20.00% | | 1.31% 3.02%|
Global Equities 21.04% 17.00% 6.17% 7.98%
Non-LL.S, Equities Developed 12.32% 10.00% 7.83% 7.99%
Emerging Markets 8.72% 7.00% 3.93% 7.94%
| Directional Hedge Funds 8.88% 10.00%] | 2.96%] 2.81%| | 0.01%] G02% | 0.03%)
| Absolute Return Hedge Funds 15.99%1 15.00%/ | 3.76%| 2.97%| | 0.00%] 02| 0012%)
Inflation Linked 14.42% 13.00% 1.50% 0.99% 20T ey
REITS 5.43% 5.00% 5.27% 3.75% 0.07%
Commodities 4.85% 3.00% 0.64% 1.04%
TIPS 4.14% 5.00% -2.11% -2.32% S0.01%]
| Fixed Income 10.00%| 10.06%] | 0.05%] -0.83%]| | 0.00%| L 009%] e 10.09%)
| Total Marketable Assets 90.68% | 85.00%| | 2.94%)] 3.21%|
[ Private Capital 9.32%| 15.00%] | 5.32%| 6.60%|
| Total Fund 100.00% | 100.00%) | 3.15%] 3.71%)|

{1} Allocation effect measures the impact of decisions fo allocate assets differently from the policy benchmark.

(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Renurn) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return}

{2) Selection effect measures the impact of selecting securities different from those held in the benchmark.
(Target Portfolio Asset Allocation) X (Portfolio Asset Class Retumn - Benchmark Asset Class Return)

All actual performance figures shown are net of all fees and expenses.

KiFtes\PerformanceAtiributiontFiscalYear200RZ0CEC4PUF TotiE quityHedge Fundsid Mo PUF 4-06
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Permanent University Fund Performance Attribution Analysis
Calendar Year to Date

April 30, 2006
Asset Seceurity
Average Asset Allacation Return Allgcation Selection Totat
PUF Policy Portfolio PUF Policy Benchmark Effect (1) Effect (2) Effect
I Cash and Cash Equivalents 0.91% 0.00% 1.48% 1.39%] | 0.00%| 0.00% 0.00%)
| U.S. Equities 19.60% 20.00% | 2.25% 6.46%| |0 0.03%
Global Equities 20.73% 17.00% 14.28% 16.85%
Non-U.S. Equities Developed 12.48% 10.00% 14,91% 14.62%
Emerging Markets 8.25% 7.00% 14.00% 19.99%
[ Directional Hedge Funds i 9.01%)] 10.00%] | 4.58%| 4.87%|
| Absolute Return Hedge Funds ! 15.92%| 15.00%| | 5.95%| 4.84%]
Inflation Linked 14.43% 13.00% 5.22% 4.55%
REITS 5.34% 5.00% 12.53% 11.10%
Commodities 4.91% 3.00% 4.02% 4.56%
TIPS 4.18% 5.00% -1.87% -2.33%
| Fixed Income ! 10.10% | 10.00%] | 0.36%| -0.83%|
| Total Marketable Assets | 90.70%| 85.00%) | 6.12%| 6.84%|
[ Private Capital t 9.30%| 15.00% | 5.96% | 8.90%|
{ Total Fund | 100.00%| 160.00%| | 6.11%)] 7.15%)| |0 0.28%

{1) Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
{Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Return) plus
{Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

{2) Selection effect measures the impact of selecting securities different from those held in the benchmark.
{Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

All actual performance figures shown are net of all fees and expenses.

AR i sl Yo VR TotalEquityHedgeF undsiCYTD PUF 4406
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Permanent University Fund Performance Attribution Analysis
Fiscal Year to Date

April 30, 2006
Asset Security
Average Asset Allocation Return Allocation Selection Total
PUF Policy Portfolic PUF Policy Benchmark Effect (1) Effect () Effect
| Cash and Cash Equivalents 0.67% 0.00% 2.79% 2.63%| [ oo 002%) 0.00%] 0 0.02%)
{ U.S. Equities 21.07% 26.00% | 5.63% 9.57%| 1o 0.01%])
Global Equities 19.84% 17.00% 26.76% 31.11%
Non-U.S. Equities Developed 12.88% 10.00% 26.37% 24.61%
Emerging Markets 6.96% 7.00% 29.17% 40.58%
| Directional Hedge Funds 9,23%)| 10.00%] | 6.56%} 6.52%] ... 0 0,03%) 0.00%{ - 0.03%]
[ Absolute Return Hedge Funds 15.19%)] 15.00%) | 8.43%] 5.74%)] | 0.00%] - 041%] 0 0.41%)
Inflatien Linked 14.50% 13.00% 4.76% 4.13%
REITS 5.19% 5.00% 17.32% 14.79%
Commuodities 5.06% 3.00% -(3.57% -3.05%
TIPS 4.25% 5.00% -2.01% -2.36%
[ Fixed Income 10.29%| 10.00%] | -0.43%| -1.26%]
| Total Marketable Assets 99.79%| 85.00%| | 9.82%| 10.40%| |0
| Private Capital 9.21%] 15.00% | 12.16%| 18.25%|
| Total Fund 100.00%] 100.00%! | 10.07%)| 11.56%)| [0

(1) Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Return) plus
{Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

(2} Selection effect measures the impact of selecting securities different from those held in the benchmark.
(Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

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

Year Ended
April 30, 2006
Asset Security
Average Asset Allocation Return Allocation Selection Total

PUF Pelicy Portfolio PUK Policy Benchmark Effect (2
| Cash and Cash Equivalents 0.91% 0.00% 3.89% 3.68%
| U.S. Equities | 23.28%| 21.66%] | 15.25%] 19.14%] [0
| Global Equities | 18.99%| 17.00%] | 38.63%] 42.68%)| {oonol
[ Directional Hedge Funds l 9.47%| 10.00%] | 12.15%| 9.04%| [iiio o 0.03%] 0 0.33%]0 0 0:36%)
{ Absolute Return Hedge Funds } 14.34%| 15.00%! | 13.64%] 7.89%| - O1%) s 0.90%)
| Inflation Linked I 11.27%] 9.67%] | 24.66%| 32.45%) [0 0.02%)
| Fixed Income | 11.96%] 11.67%] | 0.99%] 0.47%]
[ Total Marketable Assets | 90.72%] 85.00%] | 17.50%| 1726%) [ o 0aT%l s o 0002%) 0 o 0.19%)
| Private Capital | 9.28%| 15.00%] | 24.60%| 24.85%|
[ Total Fund | 100.00%| 100.00%| | 18.17%)| 18.39%|

(1) Allocation effect measures the impact of decisions to aliocate assets differently from the policy benchmark.
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Return) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

(2) Selection effect measures the impact of selecting securities different from those held in the benchmark.
(Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

All actual performance figures shown are net of afl fees and expenses.

KW ilestF ibutiontFisead Yeat PUF ityHedgef 12 mo PUF .06 13
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Permanent University Fund Performance Attribution Analysis
Cumulative Since September 1, 2002 to

April 30, 2006
Asset Secuarity
Average Asset Allocation Return Allocation Selection Total
PUF Policy Portfolio PUK Policy Benchmark
| Cash and Cash Equivalents 0.73% 0.00% 7.88% 7.72%
[US Equities [ 2717%)] 2385%] | 66.50%] 7061%] [ 0
| Global Equities ] 19.00%] 16.52%] | 124.13%] 126.59%] | . il
| Directional Hedge Funds | 7.88%] 10.00% | 33.01%] 2603%] |0 0.55%] o 0.85%] i 140%)
| Absolute Return Hedge Funds [ 11.79%| 13.18%] | 69.81%] 23.05%| 6A8%] e 5.64%)
2|
[ Inflation Linked i 7.67%] 7.36% | 109.82%] 106.20%] Co 1 TA%) 1 19%)
| Fixed Income [ 14.41%] 14.09% | 23.93%| 1437%] [ 068%] . 1.82%] - 2:50%]
[ GSAM Global Asset Allocation [ 0.40%] 0.00%] | 0.00%] 0.00%] [ 017%| 0.00%] o 0.17%)
| Total Marketable Assets l 89.05%| 85.00%) | 71.07%| 56.93%) [ o 248%] . 0.80%| 1 12.28%
| Private Capital | 10.95%| 15.00%| | 54.50%] 43.34%)| i o 196%) i 0.73%)
[ Total Fund ! 100.00%)| 100.00%| | 68.05%) 55.04%| [0 1as%lo o 1176%| o 13.01%]

(1) Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Return) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Retun - Benchmark Asset Class Return)

(2) Selection effect measures the impact of selecting securities different from those held in the benchmark.
(Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

All actual performance figures shown are net of all fees and expenses.
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General Endowment Furd Performance Attribution Analysis
One Month Ended April 30, 2006

Asset Secarity
Average Asset Allocation Return Allecation Selection Total
GEF Policy Portfolio GEF Policy Benchmark Effect (1) Effect (2} Effect
| Cash and Cash Equivalents 0.01% 0.00% 0.39% 0.37%] | 0.00%| 0.00%] 0.00% |
| U.S. Equities 19.53% 20.00%| | 2.88% 1.08% [ 036%[ o 0.35%|
Global Equities 1% 17.00% 363% 5TA%) [ 01Z2%
Non-U.S. Equities Developed 12.01% 10.00% 4.82% 4.78%| 1o 006%
Emerging Markets 9.10% 7.00% 4.35% 7.12%]| {Einin s H006%
| Directional Hedge Funds | 8.77%) 10.00%| | 1L.06% | 1.56%]| |0
| Absolute Return Hedge Funds | 16.08% | 15.00%| | 1.95% | 1.13%) | 0.00%] - 0aa%) o U 02%)
Inflation Linked 14.09% 13.00% 1.19% 0.02% 0T
REITS 35.41% 5.00% -2.55% -3.74% L 06%])
Commodities 4.67% 3.00% 6.52% 6.45% 0.07% 0.00%|
TIPS 4.01% 5.00% 0.04% -0.08% G 002%]| e 001% )
| Fixed Income | 9.81% | 10.00% | 0.68%| 0.18%| | 0.00%] 0 0.09%] T 0.09%)
{ Total Marketable Assets { 89.40% | 85.00%] | 2.44% | 17r) [ oeaewl o 040%] o 0.59%]
| Private Capital I 10.60% | 15.06% | 1.42%) 2.15%] | 042%
| Total Fund | 100.60% | 100.00%| | 2.33%) 183%] (o0 sl o 029%] o 080%]

(1) Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Return) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

(2} Selection effect measures the impact of selecting securities different from those held in the benchmark.
(Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

All actual performance figures shown are net of all fees and expenses.

KiFies\PerformanceAtiibution\FiscalY ear2006\200604GEFTotalEquityHedgeF unds\t Mo GEF 4-06
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General Endowment Fund Performance Attribution Analysis
Three Morths Eaded April 30, 2006

Asset Security
Average Asset Allocation Return Allocation Selection Fotal
GEF Policy Portfelio GEF Policy Benchmark Effect (1) Effect (2} Effect
| Cash and Cash Equivalents 0.61% 0.00% 1.12% 1.08% 0.00%
[ US. Equities 19.55% zn.&tl_%] ( 1.39% 3.82% ! 0
Global Equities 70.66%% 17.00% 6.13% T.58%
Non-U.8. Equities Developed 12.19% 10.00% 7.71% 7.99%
Emerging Markets 8.47% 7.00% 3.88% 7.94%
| Directional Hedge Funds | 8.69%] 10.00%) | 2.96%] 281%] |0 o1l oo emzvl 0.03%)
| Absolute Return Hedge Funds | 16.22%) 15.00%) | 3.74%) 2.97%] | 0.00%] o 012%] T 0.12%)
Inflation Linked 14.02% 13.00% 1.49% 0.99%
REITS 5.20% 5.00% 5.29% 3.75%
Commeodities 4,75% 3.00% 0.69% 1.04%
TIPS 4.07% 5.00% -2.12% -2.32%
| Fixed Income | 9.93%| 10.00%) | 0.13%] 0.83%)| | 0.00%] 0 000%] 0 010%
[ Total Marketable Assets ] 89.68%] 85.00% | 2.95%] 321%| |
| Private Capital | 10.32%) 15.00%] | 5.49% 6.60%|
| Total Fund | 100.00% | 100.00%] | 3.19% 3.71%]

{1) Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Return) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

(2) Selection effect measures the impact of selecting securities different from those held in the benchmark.
(Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

All actual performance figures shown are net of all fees and expenses.

KiFiles\PerformancelAttibulion\Fiscalfear2 G06200604GEF TotalEquityHedgaFundstd Mo GEF 4-08
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General Endowment Fund Performance Attribution Analysis
Calendar Year to Date

April 30, 2006
Average Asset Allocation Return Allocation Selection Total
GEF Policy Portfolio GEF Policy Benchmark Effect (1) Effect {2} Effect
[ Cash and Cash Equivalents 0.56% 0.00% 1.48% 1.39% 0.00%| 0.00% 0.00%
| U.S. Equities 19.97% 20.00%| | 2.63%] 6.46%
Global Equities 20.28% 17.00% 14.12% 16.85%
Non-U.8. Equities Developed 12.32% 10.00% 14.70% 14.62%
Emerging Markets 7.96% 7.00% 13.85% 19.99%
| Directional Hedge Funds | 8.80%/ 10.00%] | 4.58%] 4.87%] [
| Absolute Retum Hedge Funds | 16.13%) 15.00%] | 5.93%| 4.84%] | 0.00%] 7 0.16%] 0:16%
Inflation Linked 14.00% 13.00% 5.19% 4.55%
REITS 5.10% 5.00% 12.55% 11.10%
Commodities 4.80% 3.00% 4.12% 4.56%
TIPS 4.10% 5.00% -1.90% 2.33%
[ Fixed Income [ 10.01%)] 16.00%] | 0.38%] -0.83%]
| Total Marketable Assets | 89.75%| 85.00%) | 6.10%] 6.84%| |7
| Private Capital | 10.25%) 15.00%)] | 6.10%| 8.90%! |- 00
| Total Fund | 100.00%] 100.00%] | 6.10%] TA5%]| |0

(1) Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Return) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Returm)

(2) Selection effect measures the impact of selecting securities different from those held in the benchmark.
(Target Portfolio Asset Allocation) X {Portfolio Asset Class Return - Benchmark Asset Class Retumn)

All actual performance figures shown are net of all fees and expenses.
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General Endowment Fund Performance Attribution Analysis
Fiscal Year to Date

April 30, 2006
Average Asset Allocation Return Allocation Selection Total
GEF Policy Portfolio GEF Policy Benchmark Effect {1} Effect (2) Effect
| Cash and Cash Equivalents 0.49% 0.00% 2.79% 2.63%] | 0.04%) 0.00%)| 0 0.04%
[US Equtfies 2084%)] I0%] | 595%] 0 57%]
CTobal Equitics 19.46% T700%] 7636% 1%
Non-U.S. Equities Developed 12.84% 10.00% 25.99% 24.61%
Emerging Markets 6.62% 7.00% 28.61% 40.58%
| Directional Hedge Funds I 9.11%] 10.00%] | 6.46%! 6.52%| |0
| Absolute Return Hedge Funds I 15.42%] 15.00%] | 8.36%] 5.74%) | 0.00%)] 7 0.40%] 0 0.40%)
Inflation Linked 14.21% 13.00% 4.91% 4.13%
REITS 5.01% 5.00% 17.35% 14.79%
Commuodities 4,99% 3.00% -(.55% -3.05%
TIPS 4.21% 5.00% -2.00% .2.36%
| Fixed Income I 10.30%| 10.00%] | 0.22%] 1.26%)
[ Total Marketable Assets l 89.83%| 85.00%)| | 9.73%] 10.40%]
| Private Capital I 10.17%)] 15.00%] | 11.51%)] 18.25%
| Total Fund [ 100.00%| 100.60%| | 9.91%| 11.56%)|

(1} Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
p
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Return) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

(2) Selection effect measures the impact of selecting securities different from those held in the benchmark.
(Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

All actual performance figures shown are net of all fees and expenses.
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General Endowment Fund Performance Attribution Analysis

Year Ended
April 30, 2006
Asset Security
Average Asset Allocation Return Alfocation Selection Total
GEF Policy Portfolio GEF Palicy Benchmark Effect (2)
| Cash and Cash Equivalents 0.65% 0.00% 3.89% 3.68% 0.00%F
{ U.S. Bquities 22.82% 21.66%| | 15.65%] 19.14%|
| Global Equities 18.78%] 17.00%| | 38.31%| 42.68%| I
| Directional Hedge Funds 9.41%] 10.00%f | 12.00%| 9.04%| [0 00a%l o e3twl o 035%)
|_Absolute Return Hedge Funds 15.04%| 15.00%) | 13.65%] 7.80%| ~0.90%|
| Inflation Linked 11.08%) 9.67%| | 24.94%) 32.45%| |00
| Fixed Income 12.04%] 11.67%] | 1.15%) 0.47%}
| Total Marketable Assets 89.82%| 85.00% | 17.45%) 1726%) [ 008%] . 0.04%] i 0.12%)
{ Private Capital 10.18%) 15.00%)| | 22.34% 24.85%)|
{ Total Fund 100.00%| 100.00%)] | 17.93%] 18.39%]|

{1} Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.

(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Return) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

(2} Selection effect measures the impact of selecting securities different from those held in the benchmark.
(Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

All actual performance figures shown are net of all fees and expenses.

KiFilgs\PerformancelAttributioniFiscalY ear2 (06200604 GEF TatalEquityHedgeFunds\1 Year 406
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General Endowment Fond Performance Attribution Analysis
Cuamulative Since September 1, 2002 to

April 30, 2006
Asset Security
Average Asset Allocation Return Allocation Selection Total
GEF Policy Portfolie GEF Policy Benchmark Effect (1)
| Cash and Cash Equivalents 0.55% 0.00% 7.88% 7.72%
{ U.S. Equities | 27.15%] 23.85%] | 66.78%] 70.61%] |00 1:13%)
| Global Equities [ 19.28%] 16.51%] | 124.47%| 126.59%| |- 0o
| Directional Hedge Funds | 8.02%| 10.00%] | 32.86%) 26.03%] [ oare] o osas] o 131%]
| Absolute Return Hedge Funds | 12.21%) 13.18%| | 69.97% 23.05%)| e 582%)
| Inflation Linked l 7.67%] 7.36%] | 110.70% 106.20%| L T7s% LT
| Fixed Income l 14.33%| 14.09%] | 24.71%) 14.37%)] [0 o 076%  196%] e 2.72%)
[ GSAM Global Asset Allocation | 0.41%] 0.00%) | 33.70%| 0.00%] [ 018%] 0.00%] . 0.18%)
| Total Marketable Assets [ 89.62% | 85.00%| | 71.81% | 5693%) [ 385%] o 039%| : 13.24%)
| Private Capital I 10.38%| 15.00%] | 49.81%) 43 34%| e T6%| 0 0.80%)
{ Total Fund | 100.00% | 100.00%]| | 69.08% | 55.04%] [ 349%]1 0 10.55%] o 14.04%)
(1) Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
(Actua] Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Returm - Total Target Portfolio Return) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)
(2) Selection effect measures the impact of selecting securities different from those held in the benchmark.
(Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)
All actual performance figures shown are net of all fees and expenses.
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General Endowment Furd Performance Attribution Analysis
Annualized Since September 1, 2002 to

April 30, 2006
Asset Security
Average Asset Allocation Return Allacation Selection Total
GEF Policy Portfolio GEF Policy Bechmark
l Cash and Cash Equivalents 0.55% 0.00% 2.09% 2.05%
[ U.S. Equities [ 27.15%] 23.85% | 14.97%| 15.68%] [ o
| Global Equities | 19.28%} 16.51%] | 24.67%| 2499%| {0
| Directional Hedge Funds ! 8.02%| 10.00%] | 8.06%} 651%] [ ooo%] o 016%] 0.25%]
| Absolute Return Hedge Funds | 12.21%) 13.18%) | 15.57%) 5.82%] laowl T 110%)
| mflation Linked | 7.67%] 7.36%] | 22.54%| 21.82%) Cn4%] e 0.25%)
[ Fixed Income | 14.33%| 14.09%) | 6.21%)| 3.73%)] Lo 0aswl o 038%] . 0:53%)
| GSAM Global Asset Allocation I 0.41%] 0.00%| | 8.24%| 0.00%]| |00 0.03%) 0.00%] 5 0.03%)
[ Total Marketable Assets 1 89.62%| 85.00%] | 15.90%| 13.08%] [ 073%] o 18%| o 2.85%]
[ Private Capital l 10.38%)] 15.00%) | 11.65%) 10.32%) 2% 015%)
[ Total Fund | 100.00%| 100.00%] | 15.40%] 1270%] [ . 0.66%] o 204%] 0 . 2.70%]
(1) Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return: - Total Target Portfolio Return) plus
{Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)
(2) Selection effect measures the impact of selecting securities different from those held in the benchimark.
(Target Portfolio Asset Allocation} X (Portfolio Asset Class Return - Benchmark Asset Class Return)
All actual performance figures shown are net of all fees and expenses.
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Intermediate Term Fund Performance Attribution Analysis
One Month Ended April 30, 2006

Asset Security
Average Asset Allocation Retarn Allscation Selection Total

ITF Policy Portfolio ITF Policy Benchmark Effect (1) Effect (2) Effect
| Cash and Cash Equivalents 0.45% 0.00% 0.39% 037%)| | 0.00% | 0.00% | 0.00% |
iU.S. Equities 1 15.21%| 15.00%[ [ 1.99%| z.os%[ [ o.oo%].-_._.;--- e 0.04%) --_,_-‘;j-__(_},;q%_I
[ Non-U.S. Equities Developed I 5.15% | 5.00%] | 4.86%) a78%) [ 0.01%] 0.00%] o 0.01%)
| Emerging Markets | 5.14% | 5.00%| | 4.38%) 702%] oo 0.01%
| Directional Hedge Funds | 10.43% | 12.50%| | 1.06%| 1.56% |
[ Absolute Return Hedge Funds I 13.51%| 12.50%| | 1.92%| L13%] | 00I%] o 0A0%)  01%)

&

| REITS I 10.36% | 10.00% | | 1.97%) -3.74% | o 0a8%] o 0a7%)
[ Commadities | 5.21%)| 5.00% | 6.07%| 6.45%] | 0.01%
| TIPS l 9.98% | 10.00% ) | 0.03%| -0.08%| | 0.00%] o 001%] s 0.01%)
| Fixed Income | 24.56% | 25.00%| | 0.43% | oas%l [ 001%[ - 0as%| o 616%)
| Total Fund | 100.00% | 100.00% | | 1.38%| 0o9%] [ owawl o 036%[ o - 039%)

(1) Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
{Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Return) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation} X (Portfolio Asset Class Return - Benchmark Asset Class Return)

{2) Selection effect measures the impact of selecting securities different from: those held in the benchmark.
(Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)

All actual performance figures shown are net of all fees and expenses.
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Intermediate Term Fund Performance Attribution Analysis

Three Months Ended April 30, 2006

Asset Seecurity
Average Asset Allocatien Retarn Adlocation Selection Total
ITF Policy Portfolio ITF Policy Benchmark Effect (1) Effect (2) Effect
l Cash and Cash Equivalents 1L05% 0.60% L12% 1.08% 0.00%
| U.S. Equities [ 15.19% 1s.oo%| I 2.72%[ 3.oz%| | 0.00%|
| Non-U.S. Equities Developed I 5.10% | 5.00%| | 8.70% | 7.09%| | 001%] e 003%] e 0.04%
| Emerging Markets I 5.07%| 5.00%| | 3.89% | 794%)| |
| Directional Hedge Funds i 9.57%| 12.50%] | 2.96%| 2.81%| 7 0.02%
[ Absolute Return Hedge Funds I 13.84% 12.50%] | 3.76% 2.97%] [ o ee2%] 0A0%] o 012%)
| REITS | 10.60% | 10.00% | | 4.86%| 3.75% | o 0.10%] S 0.08%)|
| Commodities | 5.01%) 5.00%| | 0.21% | 1.04%) | 0.00%
[ TIPS | 10.23%| 10.00% | -1.94%| -2.32%| C0.04%] o 0.03%)
| Fixed Income | 24.94% | 25.00%| | -0.17% 083%| [ 0% o 0aT%] o 0.19%)
| Total Fund | 100.00% | 100.00%| | 2.13%)| 2.00%)| 0T Y% “0:13%)
(1) Allocation effect measures the impact of decisions to allocate assets differently from the policy benchmark.
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Benchmark Asset Class Return - Total Target Portfolio Return) plus
(Actual Portfolio Asset Allocation - Target Portfolio Asset Allocation) X (Portfolio Asset Class Return - Benchmark Asset Class Return)
(2) Selection effect measures the impact of selecting securities different from those held in the benchmark.
(Target Portfolio Asset Allocation} X (Portfolio Asset Class Return - Benchmark Asset Class Return)
All actual performance figures shown are net of all fees and expenses.
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UTIMCO ENDOWMENT FUNDS vs.
Total Cambridge Universe
Periods Ended March 31, 2006
Quartile

30450

Min'Max
25.00
20.00
% 15.00
&
10,001
500
006 = -
Cument Quarter I Year 3 Years 3 Years
Period
Return (% tile) Return (% tile) Return (Ya tile) Return (% tile)
Maximum 8.23 22.62 26.03 13.07
25th Percentile 5.90 18.11 19.75 9,71
Median 5.29 16.12 18.13 8.52
75th Percentile 4,72 14.67 16.79 7.45
Minimum 04.50 7.52 9.18 5.62
# of Portfolios 135 135 133 132
@ UTIMCO LTF-Net of Fees 37 96 13.94 81 18.89 39 9.20 36
i UTIMCO PHF-Net of Fees 3.70 96 13.93 81 18.88 40 915 36
A UTIMCO PUF-Net of Fees 3.66 97 14,29 78 18.84 40 8.91 40
< UTIMCO GEF-Net of Fees 3.68 96 14.02 81 19.00 38 9.27 34
+ Policy Portfolio GEF 5.23 53 16.30 50 16.20 83 7.04 82
Policy Portfolio PUF 5.23 53 16.30 50 16.20 83 7.00 84

The Cambridge Universe consists of all College and Universities that report quarterly retums to Cambridge Associates, Inc. The number of Colleges and Universities reporting as of March 31, 2006 was 135.




Maximum
25th Percentile
Median

75th Percentile
Minimum

# of Portfolios

® UTIMCO LTF-Net of Fees
@ UTIMCO PHF-Net of Fees
A UTIMCO PUF-Net of Fees
< UTIMCO GEF-Net of Fees
* Policy Portfolio GEF
Policy Portfolio PUF

Retumn (38}

UTIMCO ENDOWMENT FUNDS vs.
Cambridge Billion $ Funds Universe

Quartile

Periods Ended March 31, 2006

25.00

Mindviax
2000
15.60
10.00
5.00
800
Current Quarter I Year 3 Years 5 Years
Period
Return (% tile) Return {% tile) Refurn (% tile) Return {% tile)
8.23 22.62 23.16 12.82
5.82 19.31 20.29 10.27
5.32 17.11 18.79 9.14
4.86 15.33 17.17 7.84
3.53 11.32 13.90 5.62
42 42 42 42
371 96 13.94 94 18.89 49 9.20 52
3.70 96 13.93 94 18.88 52 9.15 52
3.66 98 14.29 87 18.84 52 8.91 36
3.68 96 14.02 91 19.00 45 9.27 47
523 56 16.30 61 16.20 91 7.04 29
5.23 56 16.30 61 16.20 91 7.00 89

The Cambridge Billion $ Funds Universe consists of the College and Universities with endowment assets greater than one billion dotars that report quarterly io Cambridge Associates, inc,

The number of Colleges and Universities with endowment assets greater than one billion doliars reporting as of March 31, 2006 was 42.
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External and Active Infernal Public Markets Managers
Iavestment Performance Detail Summary
April 30, 2606

Periods Ended April 30, 2006

Assets Under {Returns for Periods Longer Than One Year are Annualized)
Management One Three  Calendar Year Six Fiscal Year One Three Five Ten Since
{$ Millions) Month Months To Date Months To Date Year Years Years Years Inception Inception Date
NET OF FEES PERFORMANCE:
Public Equities:
Bomestic Equities:
Active Management:

BGI Russet! 3000 Alpha Tiit 4.1 1.82 116 742 12.32 11.33 20.55 - - - 14.86 August 2003
vs. Russell 3000 473 o34 .40 182 1.76 2.47 - - - 122

Blavin 76.6 542 1.04 212 B - - - - - 164 fanuary 2006
vs. S&P 400 Mideap Index 405 (143 (7.02) - - - - - - {1.43)

GSAM Flex Large Cap 162.0 (0.32) - B - - - - - B 1.98 February 2006
vs. S&P 560 Index (1.67) - - - - - - - - (0.63)

MBA. Invesunents 0.3 1.03 Lis 3.81 8.19 9.55 1599 13.53 151 3.71 4.20 MNovember £993
vs. S&P 500 Index {6.31) {1.72 (1.80} (1.45) .56 9.58 (1.15} (L19) (5.23) {5.15)

Relational Investors 403.5 0.40 2.22 211 6.13 5.22 14.97 - . - 1473 September 2004
vs. S&P 500 Index (0.95) (0.66} (3.50 (3.51) {3.46) (0.45) - - - 1.93

Blackrock Hedge 123.% 6.12 3.61 5.86 17,56 15.09 56.81 - - - 46.35 July 2004
¥s. Russedl 2000 o414 {0.94) (8.06} (5.61) {0.48) 2334 - - - 24.59

Blackrock Small Cap 96.5 7.94 3.57 17.18 2348 2543 70.24 - - - 56.73 June 2004
vs. Russell 2000 796 (0.98} 3.26 6.57 HNI 36,77 - . 0,38

TCW MuldCap | E75.0 1.7z 319 9.33 13.65 1.52 22.68 B - - 745 February 2004
vs. Rusself 3600 603 .18 187 2.9¢ {2.05) £.60 - - - {2.54)

TCW MultiCap 2 i21.5 164 - “ . - - - . - 281 February 2006
vs. Russeli 3000 .56 - - - - - - - - ©.07)

TCW Small Value 1244 1.20 5.2t 15.87 2432 1698 33.21 - - - 11.82 Aprii 2004
vs. Russeli 2000 3] {160 1.95 342 1At (0.26) - “ - {6.4%)

Value Act Capital 3472 4.06 7.00 1107 16.84 20.08 39.06 - - - 21,29 August 2003
vs. Russel 2000 4.08 245 (2.55) {2.06; 4.50 539 - - - S

Westport | 200.6 2.28 5.52 12,98 2093 i9.99 3121 . - - 23.57 Qctober 2604
vs, Russell 2000 129 9098 (9.94) 204 4442 {2.26) - - - 247

Westport 2 216.3 1.82 4.59 - - - - - - - 4.89 January 2006
vs. Russell 20060 184 0.34 - - - - - - - 0.34

{nternational Equities:
Active Management:

BGI International Alpha Tilts 100.9 4.82 8.09 14.90 23.09 2587 35.38 - . - 28.35 August 2G03
vs. MSC1 EAFE with Met Dividends 0.04 910 §.24 .20 120 1.89 - - - 142

BGE Uneguitzed (lobal Markets 140.1 138 113 2.33 2.93 5.03 775 - - - 7.52 viay 20035
vs. 90 Day Treasury Bilis Average Yield 1G4 .05 .93 087 246G 508 - - - 4,18

Blakency Management 94.1 3.15 1.65 10.47 23.85 29.24 4042 - - - 44.95 Cetober 2004
vs. MSCI Emerging Markets with Net Dividends (3.97) {6.28) {3.5% (13.75) (11.345 (21.88) - - - {5.27}

Biackrock Globat 136.2 7.80 7.30 23.69 36.47 N 8147 - - - 62.64 MNovember 2004
vs. MSCI All Country World ex U.S. with Net Dividends 171 G.03 XS Lhod 331 43.85 - - - 3571

Bridgewater Currency Gverlay 0.3 0.36 {8.61) .20 0.24 (0.15) {107 - - (0.68) January 2005

Cusrency Overlay Strategy
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External apd Active Internal Public Markets Managers
{nvestment Performance Detail Summary

April 30, 2806
Periods Ended April 30, 2006
Assets Under (Returns for Periods Loager Thar One Year are Annualized)
Management One Three  Calendar Year Six Fiscal Year One Three Five Fen Since
(§ Miltions) Month Months To Date Months Fo Date Year Years Years Years inception Inception Date
NET OF FEES PERFORMANCE {continued)

Capital Guardian Trust Small Cap Internationat 293 3.29 341 1513 32.79 40.81 39.35 46.43 18.31 - 9.25 December 1996
vs. Citigroup Bxtended Market Index World ex U.S, (LR {1.25) (2.80) 20 19.16 16.00 884 {0.10) - (6.79)

Cundill EAFE 1200 338 4.56 5.67 14,52 2025 25.66 - - - 18.94 Jamzary 20035
vs. MECI EAFE with Net Dividends (E.39) {3.43) {8.95) (8.37) 437} {785 - - - (6.36)

Cundill Japan 84.7 3.13 132 9.12 1593 24.73 3015 - - - 23.93 January 2005
vs. TOPIX 51 394 .99 (5.92) (7.98) (F1.043 - - “ (5.50)

Dalton Japan 67.9 1.68 547 3.61 17.41 24.36 3433 - - - 32.88 May 2005
vs. TOPIX (0.94) 295 .48 (4.44) (1.85) {6.79) - - - {10.28)

Dalton Taiwan 514 T.99 . - . - - - - - 3,70 February 2006
vs. MSCI Emerging Markets with Net Dividends .87 - - - - - - - - 464

Franklin Tempieton 3653 6,77 7.39 18.70 33.69 36.46 54,17 41.16 2397 8.94 2.00 January 1996
vs, MSCI Emerging Markets with Net Dividends (6.36) 0.04) (1.23) {3.91) (4.1} (8.24) “4.15 .23 1.76 103

Fraskiin Tempieton High Alpha 107.% 6.02 - - - - - - - - 6.02 March 2006
vs. MSCI Emerging Markets with Net Dividends (L0 - - - B B . - - (110}

Globeflex 181.0 6.20 13.49 24.12 37409 41.86 62.87 - - - 44,06 Qctober 2003
vs, Citigroup Extended Market Index World ex US. 102 3.83 .20 6.99 11,20 19.53 - - - 12,14

Giobeflex Canadian 34.8 8.08 10.51 21.05 3501 37.47 64.9% - . - 38.64 March 2004
vs. Mesbitt Burns Smail Cap Canada IBE] (0.85) 330 @.en (3.11) 158 - - - §.27

Globeflex Japan 78.7 1.23 117 5.76 19.45 30.67 40.84 - - B 22.04 March 2604
vs. Russell/Nomura Mid-Small Cap Index (0.03) 0,32 093 .47 .89 3.9¢ - B - 510

Giobeflex Microcap 129.5 6.40 11.67 18.88 2925 27.14 B - . - 27.14 August 2005
vs. MSCI EAFE with Net Dividends 1.62 368 426 6.30 2.52 - - - - .52

GSAM - International Flex 2217 575 - - - - - - - - 5.49 March 2006
vs, MSCI EAFE with Net Dividends 097 - - - - - - - - 1.26

IMBO Fund 653 326 211 370 6.72 10.84 1295 - - 12.93% April 2005
vs, MSCI Japan 9.35 (2.56) (6.22} (17.73) (24.87) (32.18) - - - (32.18)

Lansdowne Emerging 425.2 3.67 5.12 8.3% - - - - - - 8.39 December 2005
vs. MSCI Emerging Markets with Net Dividends £3.45) (2.82) {11.66) - - - - - - (1L60)

Lansdowne Furope 248.1 2.17 11.52 - . B - - . - 11.52 January 2006
vs., Buro Stoxx 600 {2.55) 2.80 - . - - - - - 2.80

Lansdowne UK (Funded April 2006) 512 - - - - - - - B - - April 2006
vs. FI-SE-A All-Share Total Return Index - - - - . - - - - -

Inflation Hedging:
REITS:

Cohen & Steers 881.% 3.0 4.69 1191 18.06 - - B - - 18.06 October 2003
vs, Dow Jones Wilshire Real Estate Securities .73 .94 .81 146 - - - - - 1.6

Morgan Staniey REIT 189.6 0.25} - - - - - - - - 653 February 2006
vs, Dow Jones Wilshire Real Estate Securitics 3.48 “ - - - - - - - 502
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NET OF FEES PERFORMANCE (continucd}
Commodities:
Goldizan Sachs Commodity Index
vs. Goldman Sachs Commodity Index - 50 bps

PEMCO Real Return
vs. Dow Jones AIG + 118 Year TIPS

Treasury Inflation Profection Securities (TIPS):
Internal TIPS
vs. Lehman Brothers US TIPS Index

PEMCO TIPS
vs. Lelman Brothers US TIPS Index

Reams TIPS
vs. Lehman Brothers US TIPS Index
Fixed Iocome:
Internal - Harland Doak
vs. Credit Refated Composite Index

[nternal - Russ Kampfe
vs. Lehman Brothers Aggregate Bond Index

Total Internally Managed Fixed {ncome
vs, Lehman Brothers Aggregate Bond [ndex

GMO Emerging Debt Fund
vs. JP Morgan Emerging Bond Index Global

PIMCO Fixed Income
vs. PIMCO Composite Beachmark

PIMCO PARS HI
vs, LIBOR BBA USD 1 Month Index

Reams Core Plus
vs. Lebman Brothers Aggregate Bond [ndex

External and Active Internal Public Markets Managers
Investment Perfermance Detail Summary
April 36, 2006

Perieds Ended April 39, 2006

Assets Under {Retuns for Periods Eonger Than One Year are Amnualized}
Management One Three  Calendar Year Six, Fiscal Year One Three Five Ten Since
($ Miltions) Month Months To Date Months Fo Date Year Years Years Years inception Inception Date
599, 6.16 0.66 4.99 4.45 {1.88) 20.0% 25.02 - - 2341 June 2602
0.13) .29 431 100G 542 1.92 1.83 - - 42
3202 723 0.73 24% 5.60 1.99 15.63 - - - 14.95 January 2004
9.30 {33 iL52 03 0486 0.08 - - - .18)
245.8 (0.17) (2.46) (2.34) (1.08} {2.50) (1.33) - - - 3.24 July 2004
(0.0%) (B.14) (0.01) (0,12} {0.13) (8.22) - - - .17
405.7 0.19 (1.39) (3.60) (0,72} (2.01) (0.63) - - 241 August 2004
$.27 443 0.73 023 0.36 .48 . - - .53
265.3 0.02 (2.16) (.95 (041} {1.22) - - - - 041 May 2005
LR hi6 .38 .55 INE] - - - - 2
164.5 (0.64) {1.63) {1.84) (0.24} {2.58) {0.64) 176 4,95 301 February 2001
(0.36) (0,49 {0.55) (0.47) {0.35) (6.94) (0.15} (6.59} - {0.87)
509.6 (0.50) (1.3 (.53} (0.02} {L.79) {0.01) 227 in - 5.34 February 2000
(8.32) {0.48} {0.70; (6.58) {0.5%) 0.7 (6.303 (L.44) - {1.11}
674.1 (0.54) (1.35) (1.55) (0.02} (1.94) 0.13) 2.58 434 - 5.87
(0.35) (0,503 (073 (6.58) {0.68) {0.36) (0.0 (6.81) - {9.57)
123 0.45 1.82 391 7.96 8.78 1822 - - - 22.06 May 2004
4.54 1.02 2.52 3.1 374 025 - - - 7.27
930.2 1.79 131 .82 2.48 ¢.77 132 8.63 7.15 March 1998
{146 0.98 .90 §.76 .16 U5 $.23 (.89 - 1.6
1.3 0.90 - - - - - - - - 0.90 March 2006
0.51 _ - - - - - - - 51
490.8 (0.10} (0.74) {0.56) 0.63 {0.90) - - - 015 May 2005
4.08 0.1 0.27 0.07 .36 - - - - {42
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Agenda ltem:
Developed By:
Presented By:
Type of ltem:
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Agenda ltem
UTIMCO Board of Directors Meeting
July 13, 2006
Liquidity Profile
Moeller, Childers
Boldt
Information ltem

The reports presented are for the period ended April 30, 2006.

As of April 30, 2006 endowment fund assets classified as liquid were 75.2% of the
total assets, and those classified as illiquid were 24.8% of total assets. For the [TF,
86.7% of the total assets were classified as liquid, and 13.3% were classified ilfiquid.

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,
iliquid Investments Approved/Delegated or Funded from Last Report to UTIMCO
Board, Endowments Actual Liquidity Classification, and ITF Actual Liquidity
Classification.



Combined Liquidity Profile - Endowment Funds
April 30, 2006

Percent of Total Portfolio

Q007

Liquid Miguid
Current:
4130/2006 3/3172006
Market Value Percent Market Value Percent
Liquid i1,784,203,522.38 75.2 11,850,214,223.39 75.9
[Hiquid 3,881,655,079.96 24.8 3,759,454,063.03 24.}
15,665,858,602.34 100.0 15,609,668,286.42 100.0

Approved but not yet invested illiquid marketable investments:

4/30/2006 3/31/2006
Market Value Percent Market Value Percent
Ligquid 11,784,203,522.38 75.2 11,850,214,223.39 5.9
Hiquid 3,881,655.079.96 24.8 3,759,454,063.03 24.1
15,665,858,602.34 100.0 15,609,668,286.42 100.0

Liquid: Investments that could be converted to cash within a period of I day to 3 months in an orderly market at a
discount of 10% or less.
Iliguid: Investments that could be converted to cash in a orderly market over a period of more than 3 months or in a

shir?period oWy accepting a discount of more than 10%.
I, p{ I/: , as Risk Manager, certify that § have reviewed the liquidity categories provided by the

Managing Directors and concur with the classifications.

I, %ﬂz&u@_, as Chief Compliance Officer and MD of Accounting, Finance and Administration,
certify that [ have verified that the Managing Directors' liquidity classifications have been accurately reported and

that the percentage calculations are accurate.

1, QL‘Q" cfere. , as President of UTIMCO, certify that I have reviewed the liquidity categories, classifications by
Managing Directors and the method of calculating statistics presented in this report and concur with the information presented.




PUF Liquidity Profile
April 30, 2006

I i Sl st &mﬁ

Percent of Total Portfolio

Liquid {lliquid
Current:
4/30/2006 373172000
Market Value Percent Market Value Percent
Liquid 7.721,419.773.74 75.7 7,724,929,185.2} 76.3
Hiquid 2,480,872,712.50 24.3 2,401,605,028.54 23,7
10,202,292,486.24 100.0 10,126,534,213.75 100.0

Approved but not yet invested illiquid marketable investments:

4/30/2006 3/31/2006
Market Value Percent Market Value Percent
Liquid 7,721,419,773.74 75.7 7,724,929,185.21 76.3
Hliquid 2,480,872,712.50 24.3 2,401,605,028.54 23.7
10,202,292 486.24 100.0 10,126,534,213.75 100.0

Liquid: Investments that could be converted to cash within a period of 1 day to 3 months in an orderly market at a
discount of 10% or less.
Tlliquid: Investments that could be converted to cash in a orderly market over 2 period of more than 3 months or ina

shortgfiperiod of time by accepting a discount of more than 10%.
I, r , as Risk Manager, certify that | have reviewed the fiquidity categories provided by the

Managing Directors and concur with the classifications.

I, , as Chief Compliance Officer and MD of Accounting, Finance and Administration,
certffy that | have verified that the Managing Directors’ liquidity classifications have been accurately reported and
that the percentage calculations are accurate.

], %m@m , as President of UTIMCO, certify that | have reviewed the liquidity categories, classifications by
Managing Directors and the method of calculating statistics presented in this report and concur with the information presented.




GEF Liquidity Profile
April 30, 2006
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Liguid {fiquid
Current:
4130/2006 3/31/2006
Market Value Percent Market Value Percent
Liquid 4,062,783,748.64 74.4 4,125,285,038.17 75.2
Nliquid 1,400,782,367.46 256 1,357,849,034.50 24.8
5,463,566,116.10 100.0 5,483,134,072.67 100.0

Approved but not yet invested illiquid marketable investments:

4/30/2006 3/31/2000
Market Value Percent Market Value Percent
Liquid 4,062,782,748.64 74.4 4,125,285,038.17 752
THHquid 1,400,782.367.46 25.6 1,357,849,034.50 24.8
5,463,566,116.10 100.0 5,483,134,072.67 160.0

Liquid: Investments that could be converted to cash within a period of 1 day to 3 months in an orderly market at a
discount of 10% or less.
Iliquid: Investments that could be converted to cash in a orderly market over a period of more than 3 months or ina

shchW accepting a discount of more than 10%.
L_Ae ] , as Risk Manager, certify that [ have reviewed the liquidity categories provided by the

Managing Directors and concur with the classifications,

I, as Chief Compliarce Officer and MD of Accounting, Finance and Administration,
certiffy that I have verified that the Managing Directors' liquidity classifications have been accurately reported and
that the percentage calculations are accurate.

I,Cﬂé‘f ﬁﬁb , 25 President of UTIMCO, certify that 1 have reviewed the liquidity categories, classifications by
Managing Directors and the method of calculating statistics presented in this report and concur with the information presented.



ITF Liquidity Profile
April 30, 2006

Percent of Total Portfoli

20
10 ]
0 -+ r
Liguid Hiiquid
Current;
4/36/2006 3/31/2006
Market Value Percent Market Value Percent
Liquid 2,765,232,380.17 36,7 2,844,422,691.21 86.8
{iliguid 423,084,246.90 13.3 434,009,753.68 13.2
3,188,316,636.07 100.0 3,278,432,444.89 100.0

Approved but not yet invested illiquid marketable investments:

4/30/2006 3/31/2006
Market Value Percent Market Value Percent
Liquid 2,765,232,389.17 86.7 2,844,422 69121 86.8
liquid 423,084,246,90 13.3 434.009,753.68 13.2
3,188,316,636.07 100.0 3,278.,432,444.89 100.0

Liquid: Investments that could be converted to cash within a period of 1 day to 3 months in an orderly market at a
discount of 10% or less.
Dliquid: Investments that could be converted to cash in a orderly market over a period of more than 3 months or in a

shj%pariod OW accepting a discount of more than 10%.
L, o/ ‘/.: , as Risk Managaer, certify that 1 have reviewed the liquidity categories provided by the

Managing Directors and congur with the classifications.

I, , as Chief Compliance Officer and MD of Accounting, Finance and Administration,
certifd that I have verified that the Managing Directors’ Hquidity classifications have been accurately reported and
that the percentage calculations are acourate.

I, , as President of UTIMCO, certify that I have reviewed the liquidity categories, classifications by
Managing Directors and the method of calculating statistics presented in this report and concur with the information presented.




Liquidity Profile for PUF, GEF and ITF
April 30, 2006

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

K% / //{«4—\ Larry Goldsmith, Managing Director - Public Markets
e H ]

g/f?/»é Date
T

M

! L
&_W"",}’ - Cathy iberg, Managing Director - Marketable Alternatives
() 8]
& / (M / G KG Date

Q/\MW Trey Thompson, Managing Director - Non-Marketable Alternatives

U(f ﬁl%ﬂoé Date




Illiquid investments approved/delegated or funded from last report to UTIMCO Board through current
report date
April 1 through April 30, 2006

Board
Approved/ Committed Amount Funded Amount
Private Equity investments Deiegated PUF GEF PUF GEF
AG Capital Recovery Pariners V, L.P, 4/17/2006 $ 17,500,000.00 § 7.500,000.00 $ 175000000 % 750,060.00
Fortress Investment Fund 1V (Coinvestment Fund A), L.P. 4/28/2006 $ 14,000,600.60 $ 6,000,000.00 $ - 3 -
Fortress Investment Fund 1V, L.P. 4/28/2006 % 14,000,00000 $ 6,000,000.00 3 - 3 -

Public Markets

None

Marketable Aiternative investments

None

None

Hedge Fund Pool
Committed
Amount

$ -

Change in investment's liquidity classification

Hedge Fund Pool
Funded
Amount



UT Endowments (PUF & GEF} Actual Liquidity Classification
as of April 30, 2006

120%
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3hbusiness days 4 to 7 business 1monthoriess  3monthsorless & months or less 1 year or less 1 year or more
days
Classification Period Assels % Cumulative Assefs %
Liquid: 3 business days 2,692,878,406 17.2% 2692878406 17.2%
4 fo 7 business days 4,624,504,286 29.5% 7,317,382691 467%
1 month or iess 1,711,781,580 10.9% 9,028,164,271 57.6%
3 months or less 2,755,039,251 17.6% 11,784,203,522 75.2%
lliquid: 6 months or less 913,224,844 5.8% 12,697,428,366 81.1%
1 year or less 1,585,319,795 10.1% 14,282,748,161  91.2%
1 year or more 1.383,110.441 3.8% 15,665,858,602  100.0%
15,665,858,602 100.0%




{TF Actual Liquidity Classification
as of April 30, 2006

120%
111/ e
80% . J . e -
60% = . |
40% ' . I .
20% . L .
0% ¥
3business days 4 to 7 business Tmonthorless  3monthsoriess 6 months or less 1 year or less 1 year or more
days
Classification Period Assets % Cumulative Assets %
Liquid: 3 business days 624,314,361 19.6% 624,314,361 19.6%
4 to 7 business days 1,450,334,688 45.5% 2,074,649,24% 65.1%
1 month or less 320,521,806 10.1% 2,395,171,055  75.1%
3 months or less 370,061,334 11.6% 2,765,232,389  86.7%
Iliquid: & months or less 42,332,750 1.3% 2.807,565,139  88.1%
1 year or less 222,639,369 7.0% 3,030,204,507  95.0%
1 year or more 168,112,129 5.0% 3.188.316,636  100.0%

3,188,316,636 100.0%




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

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board Meeting
July 13, 2006

Discussion of Risk Dashboard

Boldt, Reed

Boldt, Reed

Information ltem

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 April 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



T UTIMCO Contidential

UTiMCO Risk Dashooard forme GEF~ - - -

- pata Through Apri 30, 2uud

Investment Risk Summary i Liguidity Risk Summary
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' UTIMCO Confidential o o "7 UTIMICO Risk Dashboard for the GEF

“Data Through Aprit 30, 2006
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UTIMCO Risk Dashboard for the GEF

'Data Through April 30, 2006

* Proxied in the risk model. See leverage statstics for hedge fmds n box 12,
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UTIMCO Risk Dashiboard fof the ITF o -
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" UTIMCO Confidential

UTIMCO Risk Dashboard for the ITF

“Data Through April 30, 2006
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" UTIMCO Confidential

UTIMCO Risk Dashboard for the ITF

Data Through April 30, 2006
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Devel'opecl By:
Presented By:
Type of ltem:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 13, 2006

Comprehensive Derivative Report
Goldsmith, Shah, Childers, Reed
Boldt

Information em

The Derivative Investment Policy ("Policy”) requires that UTIMCO provide a
comprehensive report of all approved derivative applications for both internal
managers and extemal 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
April 30, 2006.

As of April 30, 2006, net mark-to-market values of derivatives (internal and external)
was negative $59.6 milfion.

The mark-to-market value of over-the-counter options was negative $68.5 million.
While $72.9 million was owed to counterparties by the PUF and GEF (Funds), $14.4
million was owed by counterparties to the Funds., This $14.4 million owed to the
Funds represents the Funds’ counterparty risk. There were no counterparties with
exposure fo 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 Derivative Report as of April 30, 2006

Mark-to-Market

Net Notional Value

Gross Notlonal Value on Delta Equivalent on

Manager Derivative Type OtC Exchange Traded Total Derlvatives on Futures Fufures Options
INTERNAL MANAGERS

Ganada No Cost Collar Curreticy Forwards $  (1,630,240.06) $ - (1,530,240.06) % - $ - -
Canada No Cost Coliar Purchased Option 192,679.79 - 192,679.79 - - (476,669.69)
Canada No Cost Goliar Written Options (3,418,204.79) - (3,418,294,79) - - (40,945,234.66)
Dow Jones Futures Futures - 27,350.00 27,350.00 62,505,690.00 62,505,690.00 -
Emerging Cash Written Option {1,177,591.06} - (1,177,591,086) - - 4,549,425.00
Emerging Mkis No Cost Collar Purchased Option 4,426,321.3Q - 4,426,321.30 - - (26,206,625.89)
Emerging Mkts No Cost Collar Written Options (22,488,512.47) - (22,488,512.47) - - (81,897,059.51)
Structured Active Management

Appiication-Emerging Mkis Proxy Currency Forwards 1,654,821.69 - 1,654,821.69 - . -
Structured Active Management

Application-Emerging Mkts Proxy Futures - 89,065.89 89,065,89 43,103,878.24 43,103,878.24 -
Gokiman Sachs Commodity Index Futures - 7,035,000.00 7.035,000.00 586,718,750.60 586,718,750.00 694,868.00

GSCI Cash

Structured Active Management
Application-int'l Developed Mkts
Overlay

Structured Active Management
Application-Int'l Developed Mkts
Overlay

Japan No Cost Collar
Japan No Cost Coliar

US Equity Small Caplt.arge Cap Spread
Trade

NASDAQ Futures

US No Cost Coilar
US No Gost Collar

REIT Cash

Russelt 2000 Futures
S&P 500 Futures

Int! Dev Swap

Intl Dev Swap

it Emerging Swap
intl Emerging Swap

Written Option

Currency Forwards

Fufures
Purchased Qption
Vritten Oplions
Futures

Futures

Purchased Option
Written Options

Written Option
Futures
Futures

Currency Forwards

Structured SWAPS {TOPIX}

Structured SWAPS
{Emerging)

Structured SWAPS (TOPIX}

(134,938.00)

12,593,984.84

794,523,96
{1,704,718,82)

40,772,485.63
(124,043,748.78)

{1,175,142.74)

4,087,650.87

6,765,115.17

7,290,693.72
{804,539.53)

(1,789,112.32)

(9,242,600,00)

{252,872.89)

210,600.00

272,050.02

{131,838.00)

12,693,984.84

{1,789,112.32)
794,523.96
(1,704,718.92)
(9,242,600.00)
(252,872.99)

40,772,485.63
{124,043,748.78)

{1,175,142.74)
210,600.00
272,060.02

4,087,650.87
6,765,115.17

7,290,895.72
(804,539.53)

324,715,183.20

(36,111,705.00)

34,220,000.00

265,984,880.00

743,483,500.00

324,715,183.20

2,526,452,455.00

34,220,000.00

26,984,580.00

743,483,500.60

(7.913,381.09)
(12,704,336.60)

(84,6586,814.01)
{848,206,556.39)

8,942,477.00

164,456,576.14

308,938,566.00
38,303,751.43



Comprehensive Derivative Report as of Aprii 30, 2006

Mark-to-Market
Net Notional Value  Gross Notional Vatue on  Deita Equivalenton
Manager Derivative Type O7C Exchange Traded Total Derivatives un Futures Fufures Optlons
EXTERNAL MANAGERS
Blackrock Global ex-US Purchased Option - 1.031,070.00 £,031,070.00 - - {25,462,961.50)
Blackrock Global ex-US Written Option - (67,950.00) (67,950.00} - - {1,284,006.62)
Bridgewater Currency Overlay Currency Forwards (225,144.25) - {225,144.25) - - -
Globeflex Currency Forwards {8,983.31) - {8,883.31} - - -
GSAM International Currency Forwards 2,354,531,77 - 2,354,531.77 - - -
GSAM internationat Futures - - - 26,908,180.64 26,908,190.64 -
Morgan Stantey REIT Currency Forwards 2,051.41 - 2,051.41 “ - -
PMCO Giobal Bonds Currency Forwards 5,444,385.16 - 5444 385,16 - - -
PIMCO Global Bonds Futures - 1.089,605,28 1,099,605.28 894,537,512.34 965,585,601.68 -
PIMGO Global Bonds Purchased Option - 1,941,263.2% 1,841,263.29 - - -
PIMCO Global Bonds SWAPS 15,164,659.68 - 15,164,699.68 - - -
PINCO Global Bonds Written Option - (1,461,666.10) (1,461,666.10) - - -
PIMCO Real Return Currency Forwards 242,238 77 - 242,236.77 - - -
PINMICO Real Return Futures - 23,840.15 23,840.15 75,706,284.72 $06,556,597.22 -
PIVMCO Reat Return Purchased Option - 79,869.72 79,869.72 - - -
PIMCOC Real Return SWAPS (3,825,281.76) - (3,825,281.76) - - -
PIMCO Real Return Written Option . (71,015.63) (71,015.63) - - -
PIMCO TIPS Currency Forwards 304,579.37 - 304,579.37 - - -
PIMCGC TIPS Futures ' - 19,618.82 19,618.92 70,943,556.25 117 417,306.25 -
PIMCO TIPS Purchased Option - 86,962,42 86,962.42 - - -
PIMCO TIPS SWAPS 28,232.21 - 28,.232.21 - - -
PHVCO TIPS Written Option - {69,500.060) {69,500.00) - - -
Grand Total (58,514,842.33) $ (1,038,321,35) $  (59,553,263.68) 2.863,715,730.38 5,674,692,04222 § {603,778,022.39)
Internai Managers {77,996,248.38) § (3,650,519.40) $ (B81,646,768.78) +,795,620,186.44 4,358,184,346.44 3 (577,031,054.27}
External Managers $9,481,307.05 2,612,198.06 22,093,505.11 1,068,005,543.95 1,216,467 ,695.78 (26,746,968.12,
GRAND TOTAL {58,514,942.33) $ (1,038,321.35) $ (59,553,263.68; 2,883,715,730.39 557485204222 % (603,778,022.39
Curreacy Forwards 24,819,874.26 $ - $  24,819,874.26 - - $ 164,456,576.14
Futures - (2,507 ,455.05) {2,507,455.05) 2,863,715,730.39 5,574,652,042.22 694,868.00
Purchased Options 46,186,010.68 3,139,26543 49,325,276.11 - - (144,716,452.17)
SwapsiStructured Swaps 24,618,119.49 - 24.619,119.49 - - 347,332,317.43
Written Options (154,139,946.75) (1,670,131.73} (185,810,078.49) - - (971,545,331.79)
GRAND TOTAL $ (58,514,942.33) § {1,038,321.35y §  (59,553,263.69) 2 863,715,730.39 5,574652,04222 § (603,778,022.39)




Comprehensive Report on Approved Derivative Applications as of April 30, 2006

Internal Managers

Internal Management

Derivative Application (account name)

Purpose of Application

S&P 500 Futures / Russell 2000 Futures / Nasdag 100
Futures / Dow Jones Fufures / Emerging Markets
Proxy using Futures

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

Goldman Sachs Commodity index futures (GSCI)

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

US Equity Small Cap/Large Cap Spread Trade

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

US 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.

Canadian No Cost Collar (Canada No Cost Collar )

To hedge and controf 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.

Japan 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.

Emerging Mkts 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.

Structured Active Management Application -
Developed Markets Overlay

Use derivatives and cash, along with hedge funds, to obtain an overall risk exposure equivalent to that of a
traditional active management portfolio within the Developed Markets portfolio.

Structured Active Management Application -Emerging
Markets Overlay

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

Structured Swaps - Emerging Markets

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

Structured Swaps - TOPIX

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

Goldman Sachs Commodity Index put options {GSCI)

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




Comprehensive Report on Approved Derivative Applications as of April 30, 2006

Internal Managers (continued)

Internal Management

Derivative Application (account name}

Purpose of Application

Emerging Markets Index short put options

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

US REITS put option

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




Comprehensive Report on Approved Derivative Applications as of April 30, 2006

External Managers Under Agency Agreeement

External Management

Primary Use of Derivatives

Blackrock (formerly State Street Research)

Short sales limited to 5%, able fo use stock and index options, buy and self puts/calls, forwards, futures
{within our max loss provision)

Permitted to use currency spot and forward confracts, currency futures, options 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; sell puts to gain better entry points.

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

Goldman Sachs Asset Management

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

PIMCO Global Bonds

May invest in foreign currency forward and foreign currency futures confracts in order fo maintain the same
currency exposure as its respective index or fo protect against anficipated adverse changes in exchange
rates among foreign currencies.

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 confracts, futures {including Commodity Futures, Commodity Index
Futures, and Exchange Traded Swaps Futures), and Options (including commodity options)

Reams

Securities linked to foreign interest rates




Counterparty Report as of April 30, 2006

S&P
Counterparty Percentage of
Counterparty Rating Mark-to-Market Total Funds
ABN AMRO Bank NV, Chicago Total A+ $ 97,581.04 0.00%
AlG Financial Products Corp. Total AA (1,392,608.00) -0.01%
Australia & NZ Bank Lid, Melbourne Total AA- 57,176.63 0.00%
Bank of America NA Total. AA+ 1,970,6998.11 0.01%
Barclays Bank PLC Total AAF {11,350,957.94) -0.06%
Bear Stearns Total A (44,456,393.31) -0.24%
BNP Paribas SA, Paris Total AA {46,390.17) 0.00%
Chase Manhattan Bank NA, NY Total A (695,294.50) 0.00%
Citibank NY Total AA+ 5,165,635.71 0.03%
Commonwealth Bank of Australia, NY Total A+ (23,442.07) 0.00%
CS First Boston Global Total AA- 9,657.61 0.00%
Deutsche Bank AG Total Ab- 956,019.05 0.01%
Goldman Sachs & Co, NY Total AA- (8,853,089.70) -0.05%
HSBC Bank USA Total AA 7,998.03 0.00%
JP Morgan Ghase Bank Total AA {1,224,183.74) -0.01%
Lehman Brothers Special Financing Inc. Total A+ 376,573.94 0.00%
Mellon Bank Total A+ (17,699.85) 0.00%
Merrill Lynch Capital Services Total AA- 1,196,747 .41 0.01%
Morgan Staniey Total AA- (4,626,707.75) -0.03%
National Australia Bank Total At (69,148.97) 0.00%
Royal Bank of Canada, Toronto Total AA- (200,914.39) 0.00%
Royal Bank of Scotland PLC Total AA+ 491,512.32 0.00%
Stafe Street Boston Capital Tofal At 123,762.685 0.00%
UBS AG {Union Bank of Switzeriand) Total AA+ 3,380,687.80 0.02%
UBS AG, Stamford Total AA+ 383,001.68 0.00%
Woestpac Banking Corp, Sydney Total AA- 224,743.08 0.00%
Grand Total $ (58,514,942.33) -0.32%
PUF, GEF and ITF owe to Counterparty $ (72,956,828.39)
Counterparty owes to PUF, GEF and ITF 14,441,886.06
$ (58,514,942 33)

PUF NAV $ 10,028,861,545.00

GEF NAV 5,330,806,480.00

ITF NAV 3,058,084,330.79

Total NAY $ 18,417,752,355.79




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

Description:

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 13, 2006

Report on Actions taken under the Delegation of Authority
Staff

Boldt

information item

The Delegation of Authority delegates to the CEO the authority fo execute on the
behalf of UTIMCO all contracts, leases, or other commercial arrangements (except
investment management agency confracts, 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 confracts, leases and other commercial
arrangements.

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



US Equities

Report on Manager Activity
Taken Under the Delegation of Anthority
May 1, 2006 through June 23, 2006

Various fitures and ETFs
Biavin

TCW Small Value

TCW Multicap

GSAM US Flex

Hedge Fund Pool

Hedge Fund Pool

Russell 2000 options
Russell 2000 ETFs

Global ex US Equities

Non-US Developed Equity

Intl Developed Futures & ETFs
EAFE ETFs

BGI EAFE Alpha Tilts

GSAM EAFE Flex

BGI Global Market Neutral
MSCI Japan put opticns

Intt Developed ETFs

Emerging Markets Equity

Tempeton Emerging
Tempeton Emerging
Emerging ETFs

BGI Global Market Neutral
Emerging Proxy

Inflation Linked

None

Fixed Income

Global Investment Advisors
Internal Fixed Income

Internal Credif Related Fixed Inc
Pimeo Fixed

Reams Core

Amounts
Date PUF GEF ITF Total Description
Various trades based on market opportunity (GEF net sales due to funding

Various 26,801,106.55 (14,246,791.73) 35,634,910.76 48,189,225.58 quarterly distributions, TFF net purchases from monthly rebalancing)
5/11/2006 12,500,000.00 6,730,769.00 5,769,231.00 25,000,000.00 Additional funding to manager
5/18/2006 9,730,0600.00 5,250,000.00 - 15,000,000.60 Additional fimding fo manager
5/22/2006 (9.750,000.00) ¢5,250,000.00) - {15,000,000.00) Partial withdrawal to reallocate to manager's other mandate
5/3172006 - - (38,320,919.03) (38,320,919.03) Complete withdrawal from manager

6/1/2006 (111,665,066.15) (56,959,562.87) - (168,624,629.02) Reallocate overlay on Global ex US Equities to US Equities
6/1/2006 139,056,532.44 76,310,599.12 - 215,367,131.56 1 Increase overlay

Various 374,481.56 201,643.03 - 576,124.59 Premium received from selling FWM put options
6/16/2006 19,547,015.25 10,527,963.95 - 30,074,979.20 Purchase ETFs from exercise of options

Various 55,250,000.00 29,750,000.00 19,266,500.00 104,266,500.00 Various trades based on market opportunity
5/10/2006 {6,863,888.63) (3,695,940.03) - (10,559,828.66) Sell ETFs to reallocate to US Equity manager
513172006 (59,304,049.21) (31,928,272.63) (5,603,250.90 (96,835,572.74) Complete withdrawal from manager
5/31/2006 - - (8.,000,000.60) (8,000,000.00) Partial withdrawal to reaflocate to other investments

6/1/20606 (86,842,037.12) (53,473,236.12) - (140,315,273.24) Reallocate overlay from BGI product to Hedge Fund Pool units
5/30/2006 253,635.32 136,587.52 - 390,222.84 Premium received from selling EWJ put options
6/16/2006 16,319,800.00 8,787,800.00 - 25,107,600.00 Purchase ETFs from exercise of options

Various (32,300,000.00) (17,500,600.00) - {50,000,000.00) Partial withdrawal fo reaflocate to other investments

Various 32,500,000.00 17,500,000.00 - 50,000,000.00 Reinvest funds back to manager

Various 3,734,047 49 2,028,539.53 - 5,762,587.02 Various frades based on market opportunity

6/1/2006 {24,823,029.03) {3,486,326.75) - {(28,309,355.78) Reallocate overlay from BGI product to Hedge Fund Pocl units
6/16/2006 6,618,390.98 3,466,776.23 - 10,085,167.21 Purchase futures for additional exposure
5/15/2006 91,000,000.00 49,000,600.00 50,000,000.00 190,000,000.00 Initial funding of new manager
5/15/2006 (17,060,000.00) (9,180,000.00) (7,500,000,00) (33,740,000.00) Partial withdrawal to fund new manager
5/15/20606 {5,690,000.00) (3,070,000.00) (2,506,000.00) (11,260,000.00) Partial withdrawal to fund new manager
5/15/2006 {68,250,000.00) (36,750,000.00) {20,000,000.00) {125,000,000.00) Partial withdrawal to fund new manager
5/15/72006 - - {20,000,000.00) {20,000,000.00) Partial withdrawal to fund new manager



Report on Manager Activity
Taken Under the Delegation of Anthority
May 1, 2006 through June 23, 2606

Armounts
Date PUF GEF ITF Total Description
Hedge Funds
None
Committed Amount
Private Capital PUF GEF Total
AG Capital Recovery Partners V, L.P, 41712006 17,500,000.00 7,500,060.00 - 25,000,600.00
PTV Sciences IL, L.P. 5/1/2006 35,000,000.00 15,000,000.00 - 50,000,600.00
Cortec Group Fund IV, L.P. 6/20/2006 35,000,000.00 15,000,000.60 - 50,600,000.00

1 Trades fall under the Derivative Investment Policy.



Report on

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

Arrangements

For May 1, 2006 through June 23, 2006
(Total Obligation per Agreement less than $1 million)

Annual
Agreement Purpose Contract Term Amount
Provide independent qualitative and
Credit Sights quantitative credit research for corporate bond | 5/15/2006 to 5/15/2007 $14,000
rating :
Evaluates and compares a manager,
Style Advisor (Zephyr) combination of managers, or an index’s return Bene_ws annually by $20,000
. L invoice 5/20/06-5/19/07
versus another in terms of styvle and size bias
Institutional investment advisory and research :
Ned Davis Research Services | firm which provides information and research | 6/1/2006 to 8/31/2006 $25,000
on changing financial markets
Advisor to Marketable Alternative staff gﬁ;’;?ggg&g{gﬁ:feo’i
Albourne America LLC ;Ag:(?s:gent obligation is pending budget month-to-month basis $400,000
PP thereafter
Global Portfolio Soltions 16/1/2005 to 9/30/2006
{now known as International Provide risk services through IFS risk system {fee increase effective $400,000
Fund Services) 4/1/2006)
BCA Publications Provide investment research covering all major | 1 9006 4 June 2007 | $10,600
asset classes
Services that renew via invoice on a monthly or quarterly basis:
P . Renews quarterly via
Bloomberg All-in one Investment platform for trading, invoice and may be $235,887
analysis and information .
canceled at any time
American Stock exchange Used to 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 Report Used to access option prices and related news | Quarterly invoice $1,161
Thomson Venture Economics Venture cap ftal and private equity benchmarks Monthly invoice $18,000
and other industry data
. . Renews quarterly via
?&Zﬁgigﬁ i;nancaal Provide information for Factset invoice {renewed $27,000
P 2/28/2006)
Primary quotation and trading system for U.S.
Trade Web Treasury, Agency, Mortgage and Corporate Monthly invoice $18,600

debt securities




Market Axess

Competitive quotation and trading system for
corporate securities

Monthly invoice

$1,800

Bourse de Montreal

Real time quotations of Canadian equity futures

Monthly invoice

$1,585




TAB 4



Agenda Iltem:

Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCO Board Meeting
July 13, 2006

Report from Compensation Committee regarding discussion and consideration of
base salaries for the UTIMCO CEO, UTIMCO Officers and other UTIMCO
Compensation Program Participants for 2006-2007

Boldt
Ferguson
Action item; Action Required by UTIMCO Board

The Compensation Committee has certain responsibilities regarding compensation
issues. Those responsibifities include (but are not limited fo):
1. Recommend to the UTIMCO Board the base salary of the President and
Chief Executive Officer of the Corporation,
2. Approve the base salaries of all officers (except the President and Chief
Executive Officer) of the Corporation.

The Committee also approves the base salaries for non-officer participants of the
UTIMCO Compensation Program. The Compensation Committee met on June 13,
2006, to discuss compensation issues.

The Compensation Committee will recommend the CEO base salary for the 2006-
2007 fiscal year and report on the base salaries for all UTIMCO officers and
Compensation Plan Participants, except the CEO, for the 2006-2007 fiscal year.

The UTIMCO Compensation Program states that UTIMCO's policy is to pay
“competitive” base salaries. Competitive base salaries are defined to be within a
plus or minus 20% band around the market median base salary for a position with
similar job content in an endowment fund, investment management organization or
other similar organization.  The Compensation Committee selected Mercer as
UTIMCO's compensation consultant at its March 7, 2006 meeting. The
Compensation Committee hired Mercer to update salary midpoints for key
management, investment, and operations positions based on a benchmarking study.

Warren Kerper and Nanci Hibschman prepared Mercer's benchmarking study and
presented a report to Compensation Committee at its June 13, 2006 meeting. Mr.
Kerper and Ms. Hibschman will be in attendance during the UTIMCO Board meeting
to discuss the Mercer report.

UTIMCO Compensation Program



RESOLUTION REGARDING CORPORATION’S
PRESIDENT’S BASE SALARY

RESOLVED, that the Corporation's President's Base Salary submitted by the
Compensation Committee for the Fiscal Year 2006-2007, in the amount of
$ . be, and is hereby, approved.




Agenda item:

Developed By:

Presented By:

Type of item:

Description:

Background:

Agenda ltem
UTIMCO Board Meeting
July 13, 2006

Report from Compensation Committee on the discussion and consideration of
revisions to the UTIMCO Compensation Program

Boldt, Moeller
Ferguson, Boldt
Action item; Action Required by UTIMCO Board

The UTIMCO Compensation Program consists of two elements: (1) a structure for
determining base salary of key investment and operations staff and (2) an annual
performance incentive plan for designated key employees. The Compensation
Program was originally adopted September 1, 2000, and was amended and restated
effective September 1, 2004,

Under the performance incentive portion of the Compensation Program, participants
are potentially eligible to receive incentive awards based on their individual
performance, entity performance (performance of the endowment assets), and asset
class performance (performance of specific asset classes within the endowment
assets). If an award is given under the plan for a performance period (ie., a fiscal
year), 70% of the award is paid outright to the participant, and 30% of the award is
deferred, subject to a three-year graded vesting schedule (i.6., 1/3 vesting for each
year of subsequent continued employment).

On October 4, 2004, Congress added a new section 409A to the Internal Revenue
Code, which set forth strict compliance restrictions for "nonqualified deferred
compensation plans.” If a nonqualified deferred compensation plan fails to comply
with 409, the participants are subject to a penalty tax equal to 20% of the deferred
amounts, plus interest. The Compensation Program falls within the definition of a
“nonqualified deferred compensation plan” for purposes of section 409A. The 2004
version of the Compensation Program does not comply with the provisions of 4094,
primarily because of the provision in the 2004 Compensation Program that permitted
participants to continue to defer their nonvested awards even after the award
became vested (and continue to be credited or debited for the net retums of the
endowment assets). The continued deferral of the nonvested award violates the
409A rules relating to permissible payment times for nonqualified deferred
compensation.  Other provisions in the Compensation Program also require
modification to conform to 409A or, alternatively, to exempt the plan from the 409A
rules. The Compensation Program was required to comply with the law in operation
beginning January 1, 2005, and the document must be amended to conform to the
law by December 31, 2006.

In addition to the changes fo the Compensation Program required by 409A, (i)
administration of the plan during the last two years indicated that a few of the
provisions should be clarified, (ii) the tables in the plan need to be updated for
performance periods beginning on and after July 1, 2006, and (iii} plan amendments

1



Recommendation:

Discussion:

Agenda item
UTIMCO Board Meeting
July 13, 2006

previously adopted by the UTIMCO Board need to be incorporated info the
document.

Finally, UTIMCO wishes to incorporate the new Intermediate Term Fund (formed
February 1, 2006) into the Compensation Program for purposes of gauging entity
performance and performance of the asset classes in determining entitlement fo
awards under the plan.

The Compensation Program has been amended and restated to incorporate the
above changes. The effective date of the restatement is July 1, 2006, except that
the provisions relating to section 409A of the Internal Revenue Code are effective
January 1, 2005, and the deletion of the deferral of the nonvested awards after they
become vested is effective September 1, 2004,

The Compensation Committee recommends that the UTIMCO Board approve the
proposed changes to the UTIMCO Compensation Program as set forth in the
restated document.

The UTIMCO Compensation Committee reviewed the proposed revisions {0 the
UTIMCO Compensation Program at its June 13, 2006, meeting. Vinson & Ekkins
drafted the restatement of the Compensation Program, and Dusty Burke of Vinson &
Elkins participated in the Compensation Committee meeting to summarize the
changes made by the restatement and answer questions posed by the members of
the Compensation Committee. Ms. Burke pointed out that further guidance under
section 409A is anticipated to be issued by the IRS in September of this year, and it
is possible (although not likely) that the forthcoming guidance may require additional
modifications to the Compensation Program.

The restated Compensation Program is attached. Also attached is a redlined
version of the document highlighting the changes made to the 2004 document. A
summary of the changes made to the Compensation Program is as follows:

o The provision permitting the continued deferral of nonvested awards after they
become vested is eliminated. All deferred awards will be distributed as soon as
they become vested (this reverts to the procedure that was in the original 2000
Compensation Program). This change is required by 400A.

e The definition of “disability" has been revised to conform to the definition
required by 409A.

e A deadline for distribution of the awards has been inserted. This change is
intended to exempt the plan from the provisions of 409A. The time frame
corresponds with the current administration of the calculation of the awards and
timing of the payouls.

e Language has been added to clarify the purposes of the two sections of the
Compensation Program, the base salary portion and the performance incentive
plan portion.

e The plan is modified to clarify how positions become approved eligible positions
annually and how participants filling the eligible positions are reported each year
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to the UTIMCO Board for approval. Staff has been updating the eligible
positions each year for Board approval and has been providing the Board with
the individuals filling the eligible positions for approval. The modified language
explains the steps that staff is already performing to keep the Board apprised of
the eligible positions and the participants.

o The plan is revised to provide that all updated tables will be inserted as
attachments {rather than in the plan document) as soon as administratively
practical after the relevant information (e.g., eligible positions, participants,
weightings, incentive award percentages, efc) is approved by the
Compensation Committee or Board, as applicable.

o The plan is amended to clarify that the Board may adjust the assigned weighting
for a performance goal when it is determined the weighting is inappropriate for a
participant because of his or her length of service, tenure in position, or prior
work experience.

o The plan has been clarified as to how an award is calculated and prorated when
a participant ceases to be a participant prior to the end of a performance period.

« The restatement incorporates the Board's Second Amendment relating to the
external auditor reviewing calculations in place of the investment consultant

e The definiion of peer group incorporates the UTIMCO Board approved
determination of the peer group as the First Amendment to the Plan.

o The plan is amended to incorporate the Intermediate Term Fund ("iTF") as a
measure of entity performance and asset class performance. For the entity
performance portion, the actual total return of the ITF is measured against the
ITF policy portfolio benchmark. For purposes of entity performance, the
performance of the endowment assets is weighted 85%, and the performance of
the ITF is weighted at 15%. The weighting was determined by determining the
approximate percentage of the ITF assets compared to the total of the
endowment funds and ITF. Until June 30, 2010, instead of a 3-year historical
period, the performance of the ITF will be measured for the actual number of
years it is part of the Compensation Program. The benchmarks and
performance standards for measuring the {TF are outlined in Table 4 that has
been inserted as Appendix D in the restated plan. The Compensation
Committee approved the concept of staff's proposal to integrate the ITF into the
Plan. Vinson & Elkins incorporated the 1TF language into the Plan document
after approval by the Compensation Committee.

o Appendix A of the plan was significantly changed fo reflect the calculation of
awards considering the Intermediate Term Fund and updated tables. Several
other provisions of the plan were also revised to accommodate the inclusion of
the ITF.

Reference: Redlined version of UTIMCO Compensation Program highfighting changes to 2004
document: Restated UTIMCO Compensation Program



RESOLUTION RELATED TO RESTATEMENT OF
UTIMCO COMPENSATION PROGRAM

WHEREAS, Section 7.2 of the UTIMCO Compensation Program (the “Compensation
Program”) provides that UTIMCO, by action of its Board of Directors (the “Board”), has the

right in its discretion to amend the Compensation Program or any portion thereof from time
to time; and

WHEREAS, UTIMCO and the Board wish to amend the Compensation Program to (i) make
changes required by section 409A of the Internal Revenue Code, (i} incorporate the
Intermediate Term Fund into the Compensation Program as a measure of performance, (iii)
incorporate prior amendments into the document, and (iv) make certain other changes to
the Compensation Program and to incorporate all such amendments into an amended and
restated plan document in the form previously provided to the Board; and

WHEREAS, the Board has reviewed the proposed restatement of the Compensation
Program;

NOW, THEREFORE, be it

RESOLVED, that the Board approves and adopts the restatement of the UTIMCO
Compensation Program, effective as of July 1, 2008, except as otherwise stated in the
document.




Trvestiant HasacemenT Sonpany

UTIMCO
COMPENSATION PROGRAM

Restated effective July 1, 2006
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1. COMPENSATION PROGRAM STRUCTURE AND EFFECTIVE
PDATE

The UTIMCO Compensation Program (“Compensation Program” or “Plan”) consists of
two elements: base salary and an annual incentive plan (the “Performance Incentive
Plan™):

Base Performance Total
Salary Incentive Compensation

The base salary portion of the Compensation Program sets forth a structure and
guidelines for establishing and adjusting the salaries of key investment and operations
staff employees. The Performance Incentive Plan portion of the Compensation Program
sets forth the criteria for calculating and receiving annual incentive awards for key
investment and operations staff who are eligible Participants in the Performance
Incentive Plan. Provisions of the Compensation Program relating solely to the base
salary portion of the Compensation Program are described in Section 4. Provisions of the
Compensation Program relating solely to the Performance Incentive Plan portion of the
Compensation Program are described in Section 5. Sections 1, 2, 3, 6, 7, and 8 of the
Compensation Program relate to both the base salary portion and the Performance
Incentive Plan portion except where otherwise specified in any such Section.

Effective Date. The original Compensation Program was effective September 1, 2000. It
was amended and restated in its entirety effective September 1, 2004. This document
amends and restates the Compensation Program with an “Effective Date” of July 1, 2006,
except that (i) provisions of the Performance Incentive Plan relating to the further
deferral of Nonvested Deferred Awards after they become vested are eliminated effective
September 1, 2004, and (ii) provisions of the Performance Incentive Plan that are deleted,
added, or modified to conform to section 409A of the Internal Revenue Code (Sections
5.6(a), 5.7(b)(4), 5. 10(c), and 8.5) are effective January 1, 2005,

2. COMPENSATION PROGRAM OBJECTIVES

UTIMCO’s Compensation Program serves a number of objectives:

= To attract and retain key investment and operations staff of outstanding
competence and ability.

= To encourage key investment staff to develop a strong commitment to the
performance of the assets for which UTIMCO has been delegated investment
responsibility.

To motivate key investment staff to focus on maximizing real, long-term returns
for all funds managed by UTIMCO while assuming appropriate levels of risk.

= To facilitate teamwork so that members of UTIMCO operate as a cohesive group.

UTIMCO Compensation Program Page 1
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3. TOTAL COMPENSATION PROGRAM PHILOSOPHY

UTIMCO aspires to attract and retain high caliber employees from nationally recognized
peer institutions and the investment management community in general. UTIMCO
strives to provide a total compensation program that is competitive nationally, with the
elements of compensation evaluated relative fo comparably sized university endowments,
foundations, in-house managed pension funds, and for-profit investment management
firms with a similar investment philosophy (e.g., externally managed funds).

UTIMCO’s total Compensation Program is positioned against the competitive market as
follows:

* Base salaries are targeted at the market median (e.g., 50th percentile).

» Target total compensation (salary plus target Incentive Award Opportunity) is
positioned at the market median.

» Maximum total compensation (salary plus maximum Incentive Award
Opportunity) is targeted at the market 75th percentile if performance is
outstanding. (For this purpose, 0 is the lowest point and 100 is the highest.)

Although base salaries, as well as target and maximum total compensation, have a
targeted positioning relative to market, an individual employee’s actual total
compensation may vary from the targeted positioning based on the individual’s
experience, education, knowledge, skills, and performance as well as UTIMCO’s
investment performance as described in this document. Except as provided in Sections
5.8 and 5.9 for purposes of determining the length of historical performance, base salaries
and Incentive Award Opportunities (as well as the actual Performance Incentive Awards)
are not determined based on seniority at UTIMCO.

4. BASE SALARY ADMINISTRATION
4.1. Salary Structure

(a) DBase salaries are administered through a Salary Structure as set forth in
this Section 4.1. Each employment position has its own salary range, with
the midpoint set approximately equal to the market median base salary for
employment positions with similar job content and level of responsibility.
In most cases, the salary range will be from 20% below the midpoint to
20% above the midpoint.

(b) The salary range midpoints will be determined by the Compensation
Committee based on consultation with an outside compensation consultant
and with UTIMCO management. Salary range midpoints for key
management, investment, and operations positions will be updated at least
every three years based on a salary benchmarking study conducted by a
qualified compensation consultant selected by the Compensation
Committee. In years in which the Compensation Committee does not

UTIMCO Compensation Program Page 2
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commission a formal salary survey, the base salary midpoints may be
adjusted at the Compensation Committee’s discretion based on expected
annual salary structure adjustments as reported in one or more published
compensation planning surveys.

4.2. Salary Adjustments

(2)

(b)

Individual employees’ base salaries are determined by the Board. Base
salaries will be set within the salary range for each employment position.
An individual’s base salary within the range may be higher or lower than
the salary range midpoint based on his or her level of experience,
education, knowledge, skills, and performance. On an exception basis, the
Board may set individual base salaries outside of the salary range if an
individual either substantially exceeds or does not meet all of the market
criteria for a particular position (e.g., recent promotion).

Individuals may receive an annual adjustmeni (increase or decrease) of
their base salaries at the discretion of the Board. Base salary adjustments,
if any, will be determined based on each individual employee’s
experience, education, knowledge, skills, and performance. Employees
are not guaranteed an annual salary increase.

5. PERFORMANCE INCENTIVE PLAN

5.1. Purpose of the Performance Incentive Plan

5.2

The purpose of the Performance Incentive Plan is to provide annual
Performance Incentive Awards to eligible Participants based on specific
objective criteria relative to UTIMCO’s and each Participant’s performance.
The primary objectives of the Performance Incentive Plan are outlined in
Section 2.

Performance Period

(a)

(b)

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

Except as otherwise provided under Sections 5.8 and 5.9, performance for
each year in the historical performance period will be measured between
July 1 and the following June 30 of the applicable year for gauging
achievement of the Entity and Asset Class Performance Goals.

5.3. Eligibility and Parficipation

fa) Each employee of UTIMCO will be a “Participant” in the Performance
Incentive Plan for a Performance Period if (and only if) he or she is both
(1) employed by UTIMCO in an employment position that is designated as
an “Eligible Position” for that Performance Period and (ii) selected by the
UTIMCO Compensation Program Page 3
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(b)

Board as eligible to participate in the Performance Incentive Plan for that
Performance Period. “Eligible Positions” for a Performance Period
include senior management, investment staff, and other key positions as
designated by the President and CEQO and approved by the Board as
Eligible Positions for that Performance Period. An employment position
that is an Eligible Position in one Performance Period is not automatically
an Eligible Position in any subsequent Performance Period, and each
Eligible Position must be confirmed or re-confirmed by the Board as being
an “Fligible Position” for the applicable Performance Period. Similarly,
an employee who is eligible to participate in the Performance Plan in one
Performance Period is not automatically eligible to participate in any
subsequent Performance Period (notwithstanding that such employee may
be employed in an Eligible Position in that subsequent Performance
Period), and each employee must be designated or re-designated by the
Board as being eligible to participate in the Performance Incentive Plan
for the applicable Performance Period. The Board will confirm the
Eligible Positions and designate the eligible employees who will become
Participants for a Performance Period within the first 90 days of the
Performance Period or, if later, as soon as administratively feasible after
the start of the Performance Period. The Board in its discretion may also
designate the employment position of a newly hired or promoted
employee as an “Eligible Position” and may designate such newly hired or
promoted employee as eligible to participate in the Performance Incentive
Plan for a Performance Period (or remainder of a Performance Period)
within 30 days of such hire or promotion or, if later, as soon as
administratively feasible after such hire or promotion. A list of Eligible
Positions for each Performance Period is set forth in Table 1, which is
attached as Appendix C. Table 1 will be revised each Performance Period
to set forth the Eligible Positions for that Performance Period as soon as
administratively practicable after confirmation of such Eligible Positions
by the Board for such Performance Period, and such revised Table 1 will
be attached as Appendix C.

An employee in an Eligible Position who has been selected by the Board
to participate in the Performance Incentive Plan will become a Participant
on the later of (i) the date he or she is employed in an Eligible Position or
(ii) the date he or she is selected by the Board to participate in the
Performance Incentive Plan; provided, however, that the Board in its
discretion may designate any earlier or later date (but not earlier than such
employee’s date of hire and not later than such employee’s date of
termination of employment) upon which such employee will become a
Participant, and such employee will instead become a Participant on such
earlier or later date. The preceding notwithstanding, except when
compelling individual circumstances justify a shorter period of time and
such circumstances are recorded in the minutes of a meeting of the Board,
an employee may not commence participation in the Performance
Incentive Plan and first become a Participant during the last six months of
any Performance Period, and, if an employee is selected by the Board to

UTIMCO Compensation Program Page 4
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(d)

participate in the Performance Incentive Plan or becomes employed in an
Eligible Position during the last six months of any Performance Period,
participation of such employee in the Performance Incentive Plan will be
delayed until the first day of the next Performance Period (assuming such
employee is employed by UTIMCO in an Eligible Position on such date).

An employee will cease to be a Participant in the Performance Incentive
Plan on the earliest to occur of: (i) the date such employee is no longer
employed in an Eligible Position; (ii) the date of termination of such
employee’s employment with UTIMCO for any reason (including
voluntary and involuntary termination, death, and disability); (iii) the date
of termination of the Performance Incentive Plan; (iv) the date such
employee commences a leave of absence; (v) the date such employee
begins participation in any other UTIMCO incentive program; (vi) the
date the Board designates that such employee’s employment position is
not an Eligible Position {or fails to designate the employee’s employment
position as an Eligible Position with respect to a Performance Period); or
(vil) any date designated by the Board as the date on which such employee
is no longer a Participant.

Except as provided in Sections 5.10(b), {c}, and (d), only Participants are
eligible to receive Performance Incentive Awards under the Performance
Incentive Plan.

5.4. Performance Goals

(2)

(b)

Within the first 60 days of each Performance Period, the President and
CEO will recommend goals (“Performance Goals™) for each Participant
{other than the Performance Goals for the President and CEO, which are
determined as provided in Section 5.4(c), and the Performance Goals for
employees who are hired or promoted later during a Performance Period)
subject to approval by the Compensation Committee within the first 90
days of the Performance Period. The President and CEO will also
recommend Performance Goals for employees who are hired or promoted
during the Performance Period and become Participants at the time those
employees are designated as Participants (with such Performance Goals
subject to confirmation by the Compensation Committee as soon as
administratively feasible after such Performance Goals are recommended).

There are three categories of Performance Goals:
(1) Entity Performance (described in Section 5.8(a))
(2) Asset Class Performance (described in Section 5.8(b))

(3) Individual Performance (described in Section 5.8(c))

UTIMCO Compensation Program Page 5
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@

Except for the President and CEO, Individual Performance Goals will be
defined jointly by each Participant and his or her supervisor. These
Individual Performance Goals will be measured and approved by the
President and CEO subject to approval by the Compensation Committee.

" Individual Performance Goals may be established in one or more of the

following areas:

= Leadership

* Implementation of operational goals
» Management of key strategic projects

*  Effective utilization of human and financial resources

The President and CEO’s Performance Goals will be determined and
approved by the Board.

Each Performance Goal for each Eligible Position is assigned a weight for
the Performance Period. For each Performance Period, the Compensation
Committee will approve the weightings of the Performance Goals at the
same fime it approves the Performance Goals. The weightings for each
Eligible Position are set forth in Table 1, which is attached as Appendix C.
Table 1 will be revised each Performance Period to set forth the
weightings for the Eligible Positions for that Performance Period as soon
as administratively practicable after such weightings are approved by the
Compensation Committee for such Performance Period. Notwithstanding
the identified weighting for an Eligible Position, the Board may adjust the
weightings (up or down) for any Participant for a Performance Period
where it considers the assigned weighting for a Performance Goal to be
inappropriate for such Participant because of his or her length of service
with UTIMCO, his or her tenure in an Eligible Position, or his or her prior
work experience.

5.5. Incentive Award Opportunity Levels and Performance Incentive Awards

(a)

(®

At the beginning of each Performance Period, each Participant is assigned
an “Incentive Award Opportunity” for each Performance Goal. The
Incentive Award Opportunity is determined by the Board and is expressed
as a percentage of base salary earned during the Performance Period. The
Incentive Award Opportunities include a threshold, target, and maximum
award for achieving commensurate levels of performance of the respective
Performance Goal.

Incentive Award Opportunities for each Performance Period are set forth
in Table 1, which is attached as Appendix C. Table 1 will be revised each
Performance Period to set forth the Incentive Award Opportunities for that
Performance Period as soon as administratively practicable after approval

UTIMCO Compensation Program Page 6
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(d)

(e)

®

(g

of the Incentive Award Opportunities by the Board for such Performance
Period, and such revised Table 1 will be attached as Appendix C.

Actual “Performance Incentive Awards” are the amounts that are actually
awarded to Participants for the respective Performance Period. Actual
Performance Incentive Awards will range from zero (if a Participant
performs below threshold on all Performance Goals) to the maximum
Incentive Award Opportunity (if a Participant performs at or above
maximum on all Performance Goals) depending on performance relative
to objectives. Awards are capped at maximum levels regardiess of
whether a Participant exceeds the stated maximum Performance Goals.

Following the end of each Performance Period, the Compensation
Committee will review the actual performance of each Participant against
the Performance Goals of the respective Participant and determine the
Participant’s level of achievement of his or her Performance Goals. The
Compensation Committee will seek, and may rely on, the independent
confirmation of the level of Performance Goal achievement from an
external investment consultant to evaluate Entity Performance and Asset
Class Performance. The President and CEO will submit a written report to
the Compensation Committee, which documents the Participant’s
performance relative to the Participant’s Performance Goals set at the
beginning of the Performance Period, and upon which the Compensation
Committee may rely in evaluating the Participant’s performance. The
Board will determine the President and CEO’s level of achievement
relative to the President and CEO’s Performance Goals.

Performance Incentive Awards will be calculated for each Participant
based on the percentage achieved of each Performance Goal, taking into
account the weighting for the Participant’s Entity Performance, Asset
Class Performance, and Individual Performance Goals and each
Participant’s Incentive Award Opportunity.  The methodology for
calculating Incentive Award Opportunities and Performance Incentive
Awards is presented on Appendix A. Performance Incentive Awards will
be interpolated in a linear fashion between threshold and target as well as
between target and maximum. The Compensation Committee will review
all Performance Incentive Award calculations, based on the certification of
its advisors, and submit its recommendations to the Board for approval.

Within 150 days following the end of a Performance Period, the
Compensation Committee will review and make recommendations
concerning Performance Incentive Awards to Participants whom if
determines to have met or exceeded the performance benchmarks for the
Performance Period. Subject to the provisions of 7.1(a), the Board will
approve Performance Incentive Awards.

Following the approval of a Performance Incentive Award, the Board will
promptly notify each Participant as to the amount, if any, of the

UTIMCO Compensation Program Page 7
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Performance Incentive Award as well as the terms, provisions, conditions
and limitations of the Nonvested Deferred Award portion of such
Performance Incentive Award.

5.6, Form and Timing of Payouts of Performance Incentive Awards

Approved Performance Incentive Awards will be paid as follows:

(a)

(b)

Seventy percent of the Performance Incentive Award will be paid to the
Participant (“Paid Performance Incentive Award™) within 150 days of the
completion of the Performance Period (and in no event later than the 15th
day of the third month foliowing the later of (i) the last day of the calendar
year in which the Performance Incentive Award is determined or (ii) the
last day of the fiscal year of UTIMCO in which the Performance Incentive
Award is determined), and

Thirty percent of the Performance Incentive Award will be treated as a
“Nonvested Deferred Award” subject to the terms of Section 5.7 and paid
in accordance with that Section.

5.7. Nonvested Deferred Awards

(a)

For each Performance Period, a hypothetical account on UTIMCO’s books
(“Nonvested Deferred Award Account™) will be established for each
Participant. As of the date that the corresponding Paid Performance
Incentive Award is paid to the Participant, each Participant’s Nonvested
Deferred Award for a Performance Period will be credited to his or her
Nonvested Deferred Award Account established for that Performance
Period; provided, however, that, in the case of any Participant who is not
employed by UTIMCO on the date such Nonvested Deferred Award
would be so credited to his or her Nonvested Deferred Award Account,
such Nonvested Deferred Award will not be credited to such Participant’s
Nonvested Deferred Award Account but will instead be forfeited. The
Nonvested Deferred Award Accounts will be credited (or debited)
monthly with an amount equal to the net investment returns of the Total
Endowment Assets (“Net Returns™) for the month muitiplied by the
balance of the respective Participant’s Nonvested Deferred Award
Account(s) as of the last day of the month. When the Nonvested Deferred
Award is initially credited to the Nonvested Deferred Award Account, the
Nonvested Deferred Award Account will be credited (or debited) with Net
Returns for the month of the initial credit of a Nonvested Deferred Award,
but the Net Returns will be prorated to reflect the number of days of the
month during which the amounts were credited to the Nonvested Deferred
Award Account. Participants are not entitled to their Nonvested Deferred
Award Accounts unless and until they become vested in those accounts in
accordance with Section 5.7(b).

UTIMCO Compensation Program Pape §
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(b) Assuming and contingent upon continued employment with UTIMCO,
except as provided in Section 5.10(c), a Participant will become vested in,
and entitled to payment of, his or her Nonvested Deferred Award Account
for each respective Performance Period according to the following

- schedule:

(1)

@

3

(4)

On the first anniversary of the last day of the Performance Period for
which the Nonvested Deferred Award was earned, one third of the
amount then credited to the Participant’s Nonvested Deferred Award
Account for that Performance Period will be vested and paid to the
Participant.

On the second anniversary of the end of the Performance Period for
which the Nonvested Deferred Award was earned, one half of the
amount then credited to the Participant’s Nonvested Deferred Award
Account for that Performance Period will be vested and paid to the
Participant.

On the third anniversary of the end of the Performance Period for
which the Nonvested Deferred Award was earned, the remaining
amount then credited to the Participant’s Nonvested Deferred Award
Account for that Performance Period will be vested and paid to the
Participant.

Nonvested Deferred Award Accounts payable under the above
paragraphs of this Section 5.7(b) will be paid as soon as
administratively practicable after the applicable portion of any such
Nonvested Deferred Award Account becomes vested and in no event
later than the 15th day of the third month following the later of (i)
the last day of the calendar year in which the applicable portion of
such Nonvested Deferred Award Account becomes vested or (ii) the
last day of the fiscal year of UTIMCO in which the applicable
portion of such Nonvested Deferred Award Account becomes
vested.

5.8. Performance Measurement Standards

(a) Entity Performance

()

@)

Entity Performance for purposes of the Performance Incentive Plan
is the performance of the Total Endowment Assets (weighted at
85%) and the Intermediate Term Fund (weighted at 15%).

The performance of the Total Endowment Assets is measured based
on the TEA’s performance relative to the Peer Group. The Board’s
chosen invesiment advisor will determine the performance of the
Peer Group annually for the Performance Period. Performance of
the Total Endowment Assets is measured net of fees, meaning
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4

(1)

performance is measured after factoring in all administrative and
other fees incurred for managing the Total Endowment Assets. The
Board’s investment advisor will calculate a percentile rank for the
performance of the Total Endowment Assets relative to the Peer
Group, with the 100™ percentile representing the highest rank, the
50" percentile representing the median, and the 0™ percentile
representing the lowest rank.

The performance of the Intermediate Term Fund will be measured
based on the performance of the I'TF relative to the Policy Portfolio
Return (benchmark). The performance standards related to the
Intermediate Term Fund for the Performance Period beginning July
1, 2006, are reflected in Table 4 on Appendix D. Performance
standards related to the ITF for each Performance Period beginning
after June 30, 2007, will be set forth on a revised table for each such
Performance Period and set forth on Appendix D as soon as
administratively practicable after such standards are determined.
Performance of the Intermediate Term Fund is measured net of fees,
meaning performance is measured after factoring in all
administrative and other fees incurred for managing the ITF.

Except as provided in Section 5.9, performance of the Total
Endowment Assets and the Intermediate Fund will be measured
based on a three-year rolling historical performance of each such
fund.

(b) Asset Class Performance

Asset Class Performance is the performance of specific asset classes
within the Total Endowment Assets and the Intermediate Term Fund
(such as US public equity, private capital, etc.) based on the
standards set forth in Section 5.8. Except as provided in paragraph
(2) below and Section 5.9, Asset Class Performance will be
measured relative to the appropriate benchmark based on three-year
rolling historical performance. Performance standards for each asset
class will vary depending on the ability to outperform the respective
benchmark. Table 2 below identifies the benchmarks for each asset
class as well as threshold, target, and maximum performance
standards for the Performance Periods ending June 30, 2003, 2004,
and 2005 and includes July 2005 and August 2005. Table 3 below
identifies the benchmarks for each asset class as well as threshold,
target, and maximum performance standards beginning September 1,
2005, through the Performance Period ending June 30, 2006. The
benchmarks for each asset class as well as threshold, farget, and
maximum performance standards for the Performance Period
beginning July 1, 2006, will be set forth in Table 4, which is attached
as Appendix D. The benchmarks for each asset class as well as
threshold, target, and maximum performance standards for

UTIMCO Compensation Program Page 10
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Performance Periods beginning after June 30, 2007, will be set forth
in a revised table for each such Performance Period as soon as
administratively practicable after such benchmarks and standards are

set, and such revised table will be attached as Appendix D.

TABLE 2 (7/1/04 through 8/31/05)

Policy Portfolio
Weights Performance Standards

Asset Class Benchmark {% of Portiolio}) __Threshold Target Maximum
Entity: Peer goup Peer group (Endowments w/ >3 1 B assets) wa 40th %ite 60th %ite 75th %ile
US Public Equity Rugsel! 3000 20.6% +0 bps +3] bps +62 bps
International Equity MSCE Al Country World Index, Ex US 17.0% +0 bps +52.5 bps +105 bps
Fixed Encome Lehman Brothers Aggregate Bond Iadex 10.0% +( bps +12.5 bps +25 bps
Private Capital Roll up of Private Equity & Venture Capital 15.0%

Private Equity Ventare Economics Private Equity Database - +0 bps +100 bps +200 bps

Venture Capital Venture Economics Venture Capital Datgbase - +0 bps +112.5 bps +225 bps
Absolute Return Hedge Funds ~ 91-Day T-Bili 15.0% +300 bps +350 bps +400 bps
Equity Hedge Funds 9i-Day T-Bili 10.0% +400 bps +465 bps +530 bps
Inflation Hedge Roll up of Conunodities, TIPS & REITS 13.0%

Commodities Goidman Sachs Commodity index 3.0% -100 bps -15 bps +G bps

TIPS Lehman Brothers US TIPS Index 5.0% +{ bps +2.5 bps +5 bps

REITS Dow Jones Wishire Real Fstate Scourities Index 5.0% +0 bps +37.5 bps +75 bps
Cash 91-Day T-Bilt 0.0% +0 bps +0 bps +0 bps
Short Intermediate Term Pund _ SITF Policy Staterpent - +0 5ps +5 bps +10 bps

TABILLE 3 (9/1/05 through 6/30/06)

Policy Portiolio
Weights

Performance Standards

Asset Class Benchmark (% of Portfolic) Thresheld Farget Maximum
Entity: Peer Group Peer group (Endowments w/i>$1 B assets) a 40th %ile  o0th %ile  75th %ile
1S Public Fquity Russell 3000 Index 20% +0 bps +31 bps +62 bps
Not1f5 Developod Bquity MSCI EAFE Index with net dividends 10% +0 bps +37.5 bps +75 bps
Emerging Markots Equity MSCI Emerging Markets Index with net dividends 7% +0 bps +75 bps +1350 bps
Directional Hedge Funds Combination index: 50% S&P Event-Driven Hedge 10% +0 bps +65 bps +130 bps
Fund Index plus 50% S&P Directional/Tactical
Hedge Fund Index
Absolute Return Hedge Funds Combination index: 66.7% S&P Event-Driven 15% +0 bps +50 bps +100 bps
Hedge Fund Index plus 33.3% S&P Arbitrage
Hedge Pund Iadex
{Private Equity Custom Benchinark Created from Venture H% +0 bps +163.5bps 207 bps
Economics Database
Venture Capital Custom Benchmark Created from Venture 4% +0 bps +193.5bps  +207 bps
Economics Database
IREITS Drow Fones Wilshire Real Estate Securitics Index 5% +0 bps +37.5 bps +75 bps
Commodities Combination index: 66.7% Goldman Sachs 3% +0 bps +17.5 bps +35 bps
Commoedity Index minus .5% plus 33.3% DJ-AIG
Commodity Index
TIPS Lehman Brothers US TIPS index 5% +0 bps +2.5 bps +5 bps
tFixed Income Lehman Brothers Aggregate Bond Index 10% +G bps +12.5 bps +25 bps
Cash 94 day t-bills 0% +3 bps +0 bps +0 bps
Short Intermediate Term Fund SITF Policy Statement - +G bps +5 bps +10 bps

@
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capital asset class is calculated
differently from other asset classes due to its longer investment
horizon and illiquidity of assets. Performance of the private capital




(©)

asset class is determined based on the performance of partnership
commitments made by the current private capital team since 2001
based on internal rates of return (IRR’s) relative to the respective
Venture Economics benchmarks.

Individual Performance
Individual Performance of each Participant will be measured based on that

Participant’s performance of the duties of his employment position during
the Performance Period.

5.9. Modifications of Measurement Period for Measuring Equity and Asset Class
Performance Goals

(a)

(b)

Although generally Entity Performance and most Asset Class Performance
are measured based on three-year rolling historical performance, newly
hired Participants will be phased into the Performance Incentive Plan so
that Entity Performance and Asset Class Performance are measured over a
period of time consistent with each Participant’s tenure at UTIMCO. This
provision ensures that Participants are measured and rewarded over a
period of time consistent with which they influenced the performance of
the entity or a particular asset class. In the Performance Period in which a
Participant begins participation in the Performance Incentive Plan, the
Entity Performance and Asset Class Performance components of the
Incentive Award Opportunity will be based on one full year of historical
performance (i.e., the performance for the Performance Period during
which the Participant commenced Performance Incentive Plan
participation). During a Participant’s second year of Performance
Incentive Plan participation, the Entity Performance and Asset Class
Performance components of the Incentive Award Opportunity will be
based on two full years of historical performance, In the third year of a
Participant’s Performance Incentive Plan participation and beyond, the
Entity and Asset Class Performance components of the Incentive Award
Opportunity will be based on the three full years of rolling historical
performance. This provision will apply to Participants who are UTIMCO
employees hired after July 1, 2001.

For purposes of measuring the Intermediate Term Fund component of
Entity and Asset Class Performance, the three-year historical performance
cycle will not be utilized until the Intermediate Term Fund has three years
of historical performance as part of the Performance Incentive Plan and,
until that time, the actual years of historical performance will be used as
the measurement period. The Intermediate Term Fund was formed on
February 1, 2006, and is added as a measurement of performance under
the Performance Incentive Plan effective July 1, 2006. Therefore, as of
June 30, 2007, the ITF will have one year of historical performance that
will be measured for purposes of determining Equity and Asset Class
Performance; as of June 30, 2008, the ITF will have two consecutive years
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of historical performance that will be measured for purposes of
determining Equity and Asset Class Performance; and as of June 30, 2009,
and for each Performance Period thereafter, three consecutive years of
historical performance will be utilized for purposes of measuring the ITF
prong of Equity and Asset Class Performance.

5.10. Termination Provisions

(a)

®

(c)

Except as otherwise provided in this Section 5.10, any Participant who
ceases to be a Participant (either because of termination of employment
with UTIMCO or for any other reason stated in Section 5.3(c)) prior to the
end of a Performance Period will not be eligible to receive payment of any
Performance Incentive Award for that or any subsequent Performance
Periods. In addition, a Participant will only continue to vest in Nonvested
Deferred Awards while he or she is employed with UTIMCO and will
forfeit any Nonvested Deferred Awards at termination of employment
with UTIMCO.

If a Participant ceases to be a Participant in the Performance Incentive
Plan under Section 5.3(c) prior to the end of a Performance Period because
his or her employment position is no longer an Eligible Position (but such
employee continues to be employed with UTIMCO), such Participant’s
Performance Incentive Award for the current Performance Period, if any,
will be calculated on a prorated basis from the first day of the Performance
Period to the Performance Measurement Date immediately preceding or, if
applicable, coinciding with the date the Participant ceases to be in an
Eligible Position, and such individual will not be entitled to any
Performance Incentive Awards for any Performance Period thereafter
(unless he or she again becomes a Participant in accordance with Sections
5.3(a) and (b)). All Nonvested Deferred Awards continue to vest and be
paid subject to the provisions of Section 5.7(b).

If a Participant ceases to be a Participant in the Performance Incentive
Plan under Section 5.3(c) prior to the end of a Performance Period because
his or her employment with UTIMCO terminates due to death or
Disability, the Participant’s Performance Incentive Award for the
Performance Period in which termination occurs will be paid at target on a
prorated basis from the first day of the Performance Period to the
Performance Measurement Date immediately preceding or, if applicabie,
coinciding with the date of the Participant’s death or Disability, and such
individual will not be entitled to any Performance Incentive Awards for
any Performance Period thereafter (unless he or she again becomes a
Participant in accordance with Sections 5.3(a) and (b)). All Nonvested
Deferred Award Accounts will vest immediately and be paid as soon as
administratively practicable after such termination and in no event later
than the 15th day of the third month following the later of (i) the last day
of the calendar year in which such termination occurs or (ii) the last day of
the fiscal year of UTIMCO in which such termination occurs. Payments
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(d)

(e)

under this provision will be made to the estate or designated beneficiaries
of the deceased Participant or to the disabled Participant, as applicable, in
accordance with Section 5.7(d) within 60 days of the date of termination
of employment.

If a Participant ceases to be a Participant in the Performance Incentive
Plan under Section 5.3(c) prior to the end of a Performance Period because
he or she commences a Compensation Committee-approved leave of
absence, such Participant’s Performance Incentive Award for the current
Performance Period, if any, will be calculated on a prorated basis from the
first day of the Performance Period to the Performance Measurement Date
immediately preceding or coinciding with the date the Participant
commences such leave of absence, and such individual will not be entitled
to any Performance Incentive Awards for any Performance Period
thereafter (unless he or she again becomes a Participant in accordance
with Sections 5.3(a) and (b)). All Nonvested Deferred Awards continue to
vest and be paid subject to the provisions of Section 5.7(b).

In the case of any Participant who ceases to be a Participant in the
Performance Incentive Plan prior to the end of Performance Period and is
entitled to a Performance Incentive Award or a prorated Performance
Incentive Award under this Section 5.10, such Performance Incentive
Award will be calculated at the time and in the manner provided in
Section 5.5 and Appendix A and paid in accordance with Section 5.6 and
will not be calculated or paid prior to such time.

6. COMPENSATION PROGRAM AUTHORITY AND
RESPONSIBILITY

6.1. Board as Plan Administrator

Except as otherwise specifically provided in this Compensation Program with
respect to powers, duties, and obligations of the Compensation Committee, the
Compensation Program will be administered by the Board.

6.2. Powers of Board

The Board has all powers necessary or advisable to administer the

Compensation Program as if determines in its discretion, including, without

limitation, the authority to:

(1) Establish the conditions for the determination and payment of
compensation by establishing the provisions of the Performance Incentive
Plan.

(2) Select the employees who are eligible to be Participants in the
Performance Incentive Plan.

UTIMCO Compensation Program Page 14
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Subject to the terms of the Performance Incentive Plan, determine the
amount and timing of Performance Incentive Awards.

Establish the bagse salaries, Performance Incentive Opportunity Levels and

- Performance Incentive Awards.

Delegate to any other person, committee, or entity any of its ministerial
powers and/or duties under the Compensation Program as long as any
such delegation is in writing and complies with the UTIMCO Bylaws,

7. COMPENSATION PROGRAM INTERPRETATION

7.1. Board Discretion

(a)

(b

Consistent with the provisions of the Compensation Program, the Board
has the discretion to interpret the Compensation Program and may from
time to time adopt such rules and regulations that it may deem advisable to
carry out the Compensation Program. All decisions made by the Board in
selecting the Participants approved to receive Performance Incentive
Awards, including the amount thereof, and in construing the provisions of
the Compensation Program, including without limitation the terms of any
Performance Incentive Awards, are final and binding on all Participants.

Notwithstanding any provision of the Compensation Program fo the
contrary and subject to the requirement that the approval of Performance
Incentive Awards that will result in an increase of 5% or more in the total
Performance Incentive Awards calculated using the methodology set out
on Appendix A must have the prior approval of the U, T. System Board of
Regents, the Board has the discretion and authority to make changes in the
terms of the Compensation Program in determining a Participant’s
eligibility for, or amount of, a Performance Incentive Award for any
Performance Period whenever it considers that circumstances have
occurred during the Performance Period so as to make such changes
appropriate in the opinion of the Board, provided however, that any such
change will not deprive or eliminate an award of a Participant after it has
become vested and that such circumstances are recorded in the minutes of
a meeting of the Board.

7.2. Duration, Amendment, and Termination

7106

The Board has the right in its discretion to amend the Compensation Program or
any portion thereof from time to time, to suspend it for a specified period, or to
terminate it entirely or any portion thereof. However, if the Performance
Incentive Plan is suspended or terminated during a Performance Period,
Participants will receive a prorated Performance Incentive Award based on
performance achieved and base salary eamned through the Performance
Measurement Date immediately preceding such suspension or termination. The
Compensation Program will be in effect until suspension or termination by the
UTIMCO Compensation Program Page 15



7.3.

7.4.

7.5.

7.6.

Board; provided, however, that if the Board so determines at the time of any
suspension or termination of the Performance Incentive Plan, Nonvested
Deferred Awards credited to Participants’ Nonvested Deferred Award
Account(s) as of the effective date of such suspension or termination will
continue to be administered under the terms of the Performance Incentive Plan
after any suspension or termination, except as the Board otherwise determines
in its discretion at the time of such suspension or termination.

Recordkeeping and Reporting

(a) All records for the Compensation Program will be maintained by the
Managing Director of Accounting, Finance, and Administration at
UTIMCO. Relative performance data and calculations will be reviewed
by UTIMCO’s external auditor before Performance Incentive Awards are
finalized and approved by the Board.

(b) UTIMCO will provide all Participants with a comprehensive report of the
current value of their respective Nonvested Deferred Award Account
balances, including a complete vesting status of those balances, on at least
a quarterly basis.

Continued Employment

Nothing in the adoption of the Compensation Program or the awarding of
Performance Incentive Awards will confer on any employee the right to
continued employment with UTIMCO or affect in any way the right of
UTIMCO to terminate his or her employment at any time.

Non-transferability of Awards

Except for the rights of the estate or designated beneficiaries of Participants to
receive payments, as set forth herein, Performance Incentive Awards under the
Performance Incentive Plan, including both the Paid Performance Incentive
Award portion and the Nonvested Deferred Award portion, are non-assignable
and non-transferable and are not subject to anticipation, adjustment, alienation,
encumbrance, garnishment, attachment, or levy of any kind. The preceding
notwithstanding, the Compensation Program will pay any portion of a
Performance Incentive Award that is or becomes vested in accordance with an
order that meets the requirements of a “qualified domestic relations order” as set
forth in Section 414(p) of the Internal Revenue Code and Section 206(d) of
ERISA.

Unfunded Liability

(a) Neither the establishment of the Compensation Program, the award of any
Performance Incentive Awards, nor the creation of Nonvested Deferred
Awards Accounts will be deemed to create a trust. The Compensation
Program will constitute an unfunded, unsecured lability of UTIMCO to
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7.7,

7.8.

7.9

make payments in accordance with the provisions of the Compensation
Program. Any amounts set aside by UTIMCO to assist it in the payment
of Performance Incentive Awards or other benefits under the
Compensation Program, including without limitation, amounts set aside to
pay for Nonvested Deferred Awards, will be the assets of UTIMCO, and
no Participant will have any security or other interest in any assets of
UTIMCO or the Board of Regents of The University of Texas System by
reason of the Compensation Program,

(b) Nothing contained in the Compensation Program will be deemed to give
any Participant, or any personal representative or beneficiary, any interest
or title to any specific property of UTIMCO or any right against UTIMCO
other than as set forth in the Compensation Program.

Compliance with State and Federal Law

No portion of the Compensation Program will be effective at any time when
such portion violates an applicable state or federal law, regulation, or
governmental order or directive.

Federal, State, and Local Tax and Other Deductions

All Performance Incentive Awards under the Compensation Program will be
subject to any deductions (1) for tax and withholding required by federal, state,
or local law at the time such tax and withholding is due (irrespective of whether
such Performance Incentive Award is deferred and not payable at such time)
and (2) for any and all amounts owed by the Participant to UTIMCO at the time
of payment of the Performance Incentive Award. UTIMCO will not be
obligated to advise an employee of the existence of the tax or the amount that
UTIMCO will be required to withhold.

Prior Plan

(a) Except as provided in the following paragraphs of this Section 7.9, this
restatement of the Compensation Program amends and supersedes any
prior version of the Compensation Program (“Prior Plan™).

(b} All nonvested deferred awards under a Prior Plan will retain the vesting
schedule defined under the Prior Plan at the time such awards were
allocated to the respective Participant’s account. In all other respects, as
of the Effective Date, those nonvested deferred amounts will (i) be
credited or debited with the Net Returns over the remaining deferral
period in accordance with Section 5.7(a) and (ii) be subject to the terms
and conditions for Nonvested Deferred Awards under the Performance
Incentive Plan as set forth in this restated document.
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8. DEFINITION OF TERMS

8.1.

8.2.

8.3.

8.4,
8.5.

8.6.
8.7.
8.8.

8.9.

Asset Class Performance is the performance of specific asset classes within the
Total Endowment Assets and the Intermediate Term Fund (such as US public
equity, private capital, etc.} based on the standards set forth in Section 5.8.

Board is the UTIMCO Board of Directors.

Compensation Committee is the Compensation Committee of the UTIMCO
Board of Directors.

Compensation Program is defined in Section 1.

Disability means a condition whereby a Participant either (i) is unable to
engage in any substantial gainful activity by reason of a medically determinable
physical or mental impairment that is expected either to result in death or to last
for a continuous period of not less than 12 months or (ii) is, by reason of a
medically determinable physical or mental impairment that is expected to last
for a continuous period of not less than 12 months, receiving income
replacement benefits for a period of not less than three months under a disability
plan maintained or contributed to by UTIMCO for the benefit of eligible
employees.

Effective Date is defined in Section 1.
Eligible Position is defined in Section 5.3(a).

Entity Performance represents the performance of the Total Endowment
Assets and the Intermediate Term Fund (based on the measurement standards
set forth in Section 5.8).

Incentive Award Opportunity is defined in Section 5.5(a).

8.10. Intermediate Term Fund or YTF is The University of Texas System (“U.T.

8.11.

System”) Intermediate Term Fund established by the U.T. System Board of
Regents as a pooled fund for the collective investment of operating funds and
other intermediate and long-term funds held by the U.T. System institutions and
U.T. System Administration. Performance of the Intermediate Term Fund is
measured net of fees, meaning performance is measured after factoring in all
administrative and other fees incurred for managing the Intermediate Term
Fund.

Net Returns is the investment performance return of the Total Endowment
Assets, net of fees. Net of fees factors in all administrative and other fees for
managing the Total Endowment Assets. The net investment return will be
calculated as follows:

Permanent University Fund Beginning Net Asset Valze x  Permanent University Fund Net Investment Return

Total Endowment Beginning Net Asset Value
Plus

General Endowment Fund Beginning Net Asset Value x  General Endowment Fund Net Investment Retarn
Total Endowment Beginning Net Asset Value
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8.12.
8.13.
8.14.
8.15.
8.16.

8.17.
8.18.

8.19.
8.20.

8.21.
8.22.

8.23.
8.24.
8.25.

Nonvested Deferred Award is defined in Section 5.6.

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

Peer Group is a peer group of endowment funds maintained by the Board’s
external investment advisor that is comprised of all endowment funds with
assets greater than $1 billion on the last day of each of the three immediately
preceding Performance Periods; provided, however, that Harvard University’s
endowment fund, Yale University’s endowment fund, and Total Endowment
Assets are excluded from the Peer Group. The Peer Group will be updated from
time to time as deemed appropriate by the Board, and Appendix B will be
amended accordingly.

Performance Goals are defined in Section 5.4.

Performance Incentive Award is the component of a Participant’s total
compensation that is based on specific performance goals and awarded as
current income or deferred at the end of a Performance Period in accordance
with Section 5 and Appendix A.

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

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

Performance Period is defined in Section 5.2.

Policy Portfolio Return is the benchmark return for the Intermediate Term
Fund policy portfolio and is calculated by summing the neutrally weighted
index returns (percentage weight for each asset class multiplied by the
benchmark return for the asset class) for the various asset classes in the
Intermediate Term Fund portfolio for the Performance Period.

Prior Plan is defined in Section 7.9.
Salary Structure is described in Section 4.1.

Total Endowment Assets or TEA means the combination of the Permanent
University Fund and the General Endowment Fund, but does not include any
other endowment funds monitored by UTIMCO such as the Separately Invested
Fund. Performance of the Total Endowment Assets is measured net of fees,
meaning performance is measured after factoring in all administrative and other
fees incurred for managing the Total Endowment Assets.

699533 _7.D0C
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Appendix A

Performance Incentive Award Methodology

(for Performance Periods beginning on or after July 1, 2006)

Determine “Incentive Award Opportunities” for Each Participant’

Step 1.

Step 2.

Step 3.

Identify the weights to be allocated to each of the three Performance
Goals for each Participant’s Eligible Position. The weights vary for
each Eligible Position each Performance Period and are set forth in
Table 1 on Appendix C for the applicable Performance Period. The total
of the weights ascribed to the three Performance Goals must add up to
100% for each Participant. For example, Table 1 on Appendix C may
reflect for a Performance Period for the President and CEO that the
weight allocated to the Entity Performance Goal is 70%, the weight
allocated to the Asset Class Performance Goal is 0%, and the weight
allocated to the Individual Performance Goal is 30%.

Identify the percentage of base salary for the Participant’s Eligible
Position that determines the Performance Incentive Award for
achievement of the Threshold, Target, and Maximum levels of the
Performance Goals. The percentages vary for each Eligible Position
each Performance Period and are set forth in Table 1 on Appendix C for
the applicable Performance Period. For example, Table 1 on
Appendix C may show that for a Performance Period the applicable
percentages for determining the Performance Incentive Award for the
President and CEO are 18% of his or her base salary for achievement of
Threshold level performance of all three Performance Goals, 90% of his
or her base salary for achievement of Target level performance of all
three Performance Goals, and 180% of his or her base salary for
achievement of Maximum level performance of all three Performance
Goals.

Calculate the dollar amount of the potential Threshold, Target, and
Maximum awards (the “Incentive Award Opportunities”) for each
Participant by multiplying the Participant’s base salary for the
Performance Period by the applicable percentage (from Step #2 above).
For example, assuming the President and CEO has a base salary of
$495,000 for a Performance Period, based on the assumed percentages
set forth in Step 2 above, the President and CEO will be eligible for a
total award of $89,100 (18% of his or her base salary} if he or she
achieves Threshold level performance of all three Performance Goals,
$445,500 (90% of his or her base salary) if he or she achieves Target

! These Incentive Award Opportunities represent amounts that each Participant will be awarded if he or
she achieves his or her Performance Goals at varying levels and are calculated at the beginning of each
Performance Period or, if later, the date such Participant commences participation in the Performance
Incentive Plan.
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Step 4.

Step 5.

Performance Incentive Award Methodology

level performance of all three Performance Goals, and $891,000 (180%
of his or her base salary) if he or she achieves Maximum level
performance of all three Performance Goals.

Because a Participant may achieve different levels of performance in
different Performance Goals and be eligible for different levels of
awards for that achievement (e.g., he or she may achieve Target
performance in the Entity Performance Goal and be eligible to receive a
Target award for that goal and achieve Maximum performance in the
Individual Performance Goal and be eligible to receive a Maximum
award for that Performance Goal), it is necessary to determine the
Incentive Award Opportunity of the Threshold, Target, and Maximum
award for each separate Performance Goal (and, because achievement of
the Equity Performance Goal is determined in part by achievement of
the Total Endowment Assets and in part by achievement of the
Intermediate Term Fund, a Threshold, Target, and Maximum Incentive
Award Opportunity separately for the TEA and the ITF must be
determined). This is done by multiplying the dollar amount of the
Threshold, Target, and Maximum awards for the performance of all
three Performance Goals calculated in Step #3 above for the Participant
by the weight allocated for that Participant to the particular Performance
Goal (and, further, by multiplying the Incentive Award Opportunity for
the Equity Performance by the weight ascribed to achievement of the
Total Endowment Assets (85%) and by the weight ascribed to
achievement of the Intermediate Term Fund (15%)).

After Steps #3 and #4 above are performed for each of the three levels of
performance for each of the three Performance Goals, there will be 12
different Incentive Award Opportunities for each Participant. For
example, for the President and CEO (based on an assumed base salary of
$495,000, the assumed weights for the Performance Goals set forth in
Step 1 above, and the assumed percentages of base salary for the awards
set forth in Step 2 above), the 12 different Incentive Award
Opportunities for achievement of the Performance Goals for the
Performance Period are as follows:

Incentive Award Opportunities for President and CEO
(based on assumed base salary of $495,000)

Performance Goal Weight Threshold Level Target Level Maximum Level
Award Award Award
Entity {TEA v. Peer 59.5% (.85 x..70) $53,015 $265,073 $530,145
Group)
Entity {ITF v. Policy 10.5% (153 .70) $9,356 $46,778 $93,555
Portfolio Return)
Asset Class 0% $0 $0 $0
Individual 30% $26,730 $133,650 $267,300
Total 100% $89,100 $445,500 $891,000
‘ (18% of salary) | {(90% of salary) | (180% of salary)
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Performance Incentive Award Methodology

il Calculate Performance Incentive Award for Each Participant

Step 6.

Step 7.

Step 8.

Identify the achievement percentiles or achieved basis points that divide
the Threshold, Target, and Maximum levels for each Performance Goal.
These divisions for the level of achievement of the Entity and Asset
Class Performance Goals are set forth in the table for the applicable
Performance Period (i.e., Table 2, Table 3, Table 4, or any later table set
forth on Appendix D, as applicable). The measurement for the level of
achievement (i.e., Threshold, Target, or Maximum) for the Individual
Performance Goal is initially determined each Performance Period by
the Participant’s supervisor, if any, and then is approved (or adjusted) by
the Compensation Committee as it deems appropriate in its discretion.
If the Participant has no supervisor, the measurement for the level of
achievement for the Individual Performance Goal is determined each
Performance Period by the Compensation Committee.

Determine the percentile or basis points achieved for each Performance
Goal for each Participant using the standards set forth in Sections 5.5
and 5.8 of the Compensation Program, as modified in the case of new
hires in Section 5.9. Determine the level of achievement of each
Participant’s Individual Performance Goal.

Calculate the amount of each Participant’s award attributable to each
Performance Goal by identifying the Incentive Award Opportunity
amount for each Performance Goal (e.g., as set forth for the President
and CEO in the table in Step #5 above) commensurate with the
Patticipant’s level of achievement for that Performance Goal
(determined in Steps #6 and #7 above). An award for achievement
percentiles in between the stated Threshold, Target, and Maximum
levels is determined by linear interpolation. For example, if the 65th
percentile of the Total Endowment Assets portion of the Entity
Performance Goal has been achieved, that percentile is between the
Target (60™ percentile) and the Maximum (75% percentile) levels, s0 to
determine the amount of the award attributable to the 65™ percentile
achievement of the TEA portion of the Entity Performance Goal,
perform the following steps: (i) subtract the difference between the
dollar amounts of the Target and Maximum Incentive Award
Opportunities for the Participant (e.g., for the President and CEO, as
illustrated in the table in Step #3, the difference is $265,072 ($530,145-
$265 073)), (1) divide 5 (the percentile difference between the Target
level of 60™ percentile and the attained level of 65 percentile) by 15
(the percentile difference between the Target level and Maximum level)
to get the fraction 5/15 to determine the pro rata portion of the difference
between Target and Maximum actually achieved; (iii) multiply the
amount determined in the preceding Step (i) by the fraction determined
in the preceding Step (ii) ($265,072 x 5/15 = $88,357); and (iv) add the
amount determined in the preceding Step (iii) to the Target Incentive
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Step 9.

Step 10.

Step 11.

Step 12.

Performance Incentive Award Methodology

Award Opportunity for the Participant to get the actual award for the
Participant attributable to each Performance Goal ($88,357 + $265,073
= $353,430).

In determining the award attributable to the Equity Performance Goal,
achievement of the Total Endowment Assets portion of the Entity
Performance Goal (and the commensurate award) is weighted at 85%
(and then multiplied by the weight assigned to the Entity Performance
Goal for the Participant), and achievement of the Intermediate Term
Fund portion of the Equity Performance Goal (and commensurate
award) 1s weighted at 15% (and then multiplied by the weight assigned
to the Entity Performance Goal for the Participant). For example,
assuming a base salary of $495,000, if the President and CEQ achieved
the Target level (60th percentile) of the Total Endowment Assets portion
of the Entity Performance Goal and achieved the Maximum level (+65
bps) of the Intermediate Term Fund portion of the Entity Performance
Goal, he or she would have earned an award of $358,628 for his or her
level of achievement of the Equity Performance Goal as follows:
$265,073 for Target level of achievement of the TEA portion of the
Equity Performance Goal (.85 x .70 x $445,500); plus $93,555 for
Maximum level of achievement of the ITF portion of the Equity
Performance Goal (.15 x .70 x 891,000).

No award is given for an achievement percentile below Threshold, and
no award above the Maximum award is given for an achievement
percentile above the Maximum level.

Subject to any applicable adjustment in Step #12 below, add the awards
determined in Steps #8 and #9 above for each Performance Goal (as
modified by Step #10) together to determine the total amount of the
Participant’s Performance Incentive Award for the Performance Period.

In the case of any Participant who becomes a Participant in the
Performance Incentive Plan after the first day of the applicable
Performance Period, such Participant’s Performance Incentive Award
(determined in Step #11) will be prorated to reflect the actual portion of
the Performance Period in which he or she was a Participant. In the case
of a Participant who ceases to be a Participant prior to the end of a
Performance Period, his or her entitlement to any Performance Incentive
Award is determined under Section 5.10 and, in the case of such
entittement, such Participant’s Performance Incentive Award, if any,
will be prorated and adjusted as provided in Section 5.10.
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Appendix B

UTIMCO Peer Group

Brown University

California Institute of
Technology

Case Western Reserve
University

Columbia University
Cornell University
Dartmouth College

Duke University

Emory University
Grinnell College

Johns Hopkins University

Massachusetts Institute of
Technology

New York University
Northwestern University

Ohio State University and
Foundation

Princeton University
Purdue University
Rice University
Stanford University

The Rockefeller University

The Texas A&M University
System and Foundations

UNC at Chapel Hill and
Foundations

University of California
University of Chicago
University of Michigan

University of Minnesota and
Foundation

University of Notre Dame
University of Pennsylvania
University of Pittsburgh
University of Rochester

University of Southern
California

University of Virginia
University of Washington
Vanderbilt University
Washington University
Weliesley College
Williams College

Source: Cambridge Associates. Represents University endowments (excluding Harvard, Yale,
and Total Endowment Assets) with total assets in excess of $1 billion as of each fiscal year end
June 2003, 2004, 2005,
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Appendix C

Eligible Positions
Weightings
Incentive Award Opportunities for each Eligible Position
(for each Performance Period)
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TABLE 1 (2005/2006 Performance Period)

Weiphting
Assel Incentive Award Opportunity (% of Salary)
Eligible Position - Entity Class Individual < Thresheld Threshold TFarget Maximum
Investment Professiouals
President, CEO & CIO T6% 0% 30% % 18% 90% 180%
Deputy CIO & MD of Marketable Alt. Invest. 40% 40% 20% 6% 13% 65% 130%
Risk Manager T6% 0% 0% 0% 12% 60% 120%
MD, Public Markets Invest, 20% 60% 20% 0% 12% 0% 120%
MD, Infiation Hedging Assets 20% 60% 20% 0% 12% 60% 120%
Co-MD, Non-Marketable Alt Inv (5=2) 30% 50% 20% 0% 12% 66% [20%
Manager of Operating Fund Investments 20% 60% 20% 0% 10% 56% 100%
Portfolio Manager, Equity Invest. 20% 60% 20% % 10% 56% 100%
Sr. Portfolio Mgr., Fixed Income Invest, 20% 60% 20% 0% 10% 56% F00%
Portfolio Manager, Fixed Income Envest. 20% 60% 20% 0% 10% 5% 100%
Analytical Support-Investiment 20% 60% 20% 0% 5% 25% 50%
Analytical Support-Risk Management T6% 0% 30% 0% 5% 25% 50%
Operations/Support Professionals
MDD, Accounting, Finance & Admin. 26% 0% 30% 0% 10% 50% 100%
MD, Information Technology 26% 6% 80% 8% 10% 50% 100%
Manager, Finance & Adrministration 26% % 80% 6% 5% 25% 50%
Manager, Investraent Reporting 26% 6% 80% % 5% 25% 0%
Manager, Portfolio Accounting & Ops, 20% 0% 80% 0% 5% 25% 0%
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Appendix D

Benchmarks for Asset Class

Threshold, Target, and Maximum Performance Standards
(for Performance Periods beginning on or after July 1, 2006)

Performance Standards for Intermediate Term Fund
(for Performance Periods beginning on or after July 1, 2006)
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TABLE 4 (7/1/06 through 6/30/07)

Policy Portfolio Weights Performance Standards
Totat
“Endowment IFF
Assets
Asset Class Benchmark (% of Portfolio} (% of Portfolio) Threshold TFarget Maximum
Entity: Peer Group (Total Endowment Funds) ;’:sce‘"tgm“l’ {Endowments w/>$1 B n/a nia 46th %ile 60th %ile 75th %ile
Entity: Benchmark (Intermediate Term Fund} Policy Portfolic nla nfa +0 bps  +32.5bps 465 bps
(IS Public Equity Russell 3000 Index 20% 15% +0bps  +31bps +62 bps
Non-US Developed Equity MSCI EAFE Index with net dividends 0% 5% +Qbps  +37.85bps +75 bps
Emerging Markets Equity MSCI Emerging Markets Index with net 7% 5% +0bps  +75bps  +150 bps
dividends
Directional Hedge Funds Combipation index: 50% S&P Bvent- 10% 12.5% +0 bps +65 bps  +130 bps
Driven Hedge Fund Index plus 50%
S&P Directional/Tactical Hedge Fund
Index
Absolute Return Hedge Funds Combination index: 66.7% S&P Eveni- 15% 12.5% +§ bps +50 bps 100 bps
Driven Hedge Fund Index plus 33.3%
S&P Arbitrage Hedge Fund Index
Private Equity Custom Benchmark Created from 1% +0bps  +i03.S5bps +207 bps
Venture Economics Database 0%
v entare Capital Custom Benchmark Created from 4% +0hps +103.5 bps +207 bps
Venture Economics Database 0%
REITS Dow Jones Wilshire Real Estate 5% N +0bps +37.5bps +75 bps
Securitios Index 10%
(Commodities Combination index: 66.7% Goldman 3% 5% +0bps  +17.5 bps  +35 bps
Sachs Commedity Index minus 5%
plus 33.3% DI.AIG Commodity Index
TIPS Lehmar Brothers US TIPS index 5% 10% +0bps  +23bps  +5bps
Fixed Income penman Brofhers A geregate Bond 10% 25% “Obps  +12.5bps  +25 bys
Cash 90 day t-bitls 0% 0% 0} bps +0 bps +0 bps
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1. COMPENSATION PROGRAM STRUCTURE_AND EFFECTIVE
DATE

The UTIMCO Compensation Program (“Compensation Program” or “Plan™) consists

of two elements;: base salary and an annual incentive plan (the “Performance Incentive
P] b4 Ei: GGPlanﬁﬁ):

Performance Total
Incentlve Compensation

The base sala ortion _of the Compensation Program sets forth a structure and
guidelines for establishing and adjusting the salaries of kev investment and
operations staff emplovees. The Performance Incentive Plan portion of the
Com ensatmn Program sets rth_the criteria for calculatm a eceivin annual

Participants in_the rmance Incentive Plan. Provisions of the Compensation

ggogram relatmg solelx to the base salary portion of the Compensation Proggam are
i 1

the Performance Incentlve Plan_portion of the Compensation Program are

described in Section 5. Sections 1. 2. 3. 6. 7. and 8 o e Compensation Progra
relate to both the base salary portion_and the Performance Incentive Pla rtion

except where otherwise specified in anyv such Section.

Effective Date: The original Compensation Program was effective September 1,
2000._It was amended and restated in its entirety effective September 1, 2004. This

document amends and restates the Compensation Program wit “FEffective Date”
of Jul 2 except that (i) provisions of the Performance Incentive Plan relatin

to the further deferral of Nonvested Deferred Awards after they become vested are
climinated effective September 1. 2004, and (i) provisions of the Performance
Incentive Plan that are deleted, added, or modified to conform to section 409A of the
Internal Revenue Code (Sections 5.6(a), 5. 4), 5.10(c), and 8.5) are effective

January 1, 2005,

2. COMPENSATION PROGRAM OBJECTIVES

UTIMCO’s Compensation Program serves a number of objectives:

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

* To encourage key investment staff to develop a strong commitment to the
performance of the assets for which UTIMCO has been delegated investment
responsibility.

UTIMCO Compensation Program Page 1
7/1/06
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» To motivate key investment staff to focus on maximizing real, long-term returns
for all funds managed by UTIMCO while assuming appropriate levels of risk.

» To facilitate teamwork so that members of UTIMCO operate as a cohesive group.

3. TOTAL COMPENSATION PROGRAM PHILOSOPHY

UTIMCOQO aspires to attract and retain high caliber employees from nationally recognized
peer institutions and the investment management community in general. UTIMCO
strives to provide a total compensation program that is competitive nationally, with the
elements of compensation evaluated relative to comparably sized Universityuniversity
endowments, foundations, in-house managed pension funds, and for-profit investment
management firms with a similar investment philosophy (e.g., externally managed funds).

UTIMCO’s total Compensation Program is positioned against the competitive market as
follows:

» Base salaries are targeted at the market median (e.g., 50th percentile).

» Target total compensation (salary plus target Incentive Award Opportunity) is
positioned at the market median.

= Maximum total compensation (salary plus maximum Incentive Award
Opportunity) is targeted at the market 75th percentile if performance is
outstanding. (For this purpose, 0 is the lowest point and 100 is the highest.)

Although base salaries, as well as target and maximum total compensation, have a
targeted positioning relative to market, an individual employee’s actual total
compensation may vary from the targeted positioning based on the individual’s
experience, education, knowledge, skills, and performance as well as UTIMCO’s
investment performance as described in this document. Except as provided in
SectionSections 5.8_and 5.9 for purposes of determining the length of historical
performance, base salaries and Incentive Award Opportunities (as well as the actual
Performance Incentive Awards) are not determined based on seniority at UTIMCO.

4. BASE SALARY ADMINISTRATION

4.1. Salary Structure

(a) Base salaries are administered through a Salary Structure as set forth in
this Section 4.1. Each employment position has its own salary range,
with the midpoint set approximately equal to the market median base
salary for_employment positions with similar job content and level of
responsibility. In most cases, the salary range will be from 20% below the
midpoint to 20% above the midpoint.

(b) The salary range midpoints will be determined by the Compensation
Committee based on consultation with an outside compensation consultant
and with UTIMCO management. Salary range midpoints for key

i m Page 2
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management, investment, and operations positions will be updated at least
every three years based on a salary benchmarking study conducted by a
qualified compensation consultant selected by the Compensation
Committee. In years in which the Compensation Committee does not
commission a formal salary survey, the base salary midpoints may be
adjusted at the Compensation Committee’s discretion based on expected
annual salary structure adjustments as reported in one or more published
compensation planning surveys.

4.2. Salary Adjustments

MC

711/06

(2)

(b)

Individual employees’ base salaries are determined by the Board. Base
salaries will be set within the salary range for each employment position.
An individual’s base salary within the range may be higher or lower than
the salary range midpoint based on his or her level of experience,
education, knowledge, skills, and performance. On an exception basis, the
Board may set individual base salaries outside of the salary range if an
individual either substantially exceeds or does not meet all of the market
criteria for a particular position (e.g., recent promotion).

Individuals may receive an annual adjustment (increase or decrease) of
their base salaries at the discretion of the Board. Base salary adjustments,
if any, will be determined based on each Partieipantindividual
emplovee’s experience, education, knowledge, skills, and performance.
Employees are not guaranteed an annual salary increase.
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5. PERFORMANCE INCENTIVE PLAN

5.1. Purpose of the Performance Incentive Plan and-Effective-Date

{a)—The purpose of the Performance Incentive Plan is to provide ar-annual
Performance Incentive AwardAwards to _eligible Participants based on
specific objective criteria relative to UTIMCO’s and each Participant’s
performance. The primary objectives of the Performance Incentive Plan are
outlined in Section 2.

5.2. Performance Period

(a)

(b)

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

Except as otherwise provided under SeetienSections 5.8 and Seetien-5.9,
performance for agach year in the historical performance period will be
measured between July 1 and the following June 30 of the applicable year
for gauging achievement of the Entity and Asset Class Performance Goals.

5.3. Eligibility and Participation

(a)

Each employee fand-only-such-an-employee)-wheof UTIMCO will be a
“Participant” in the Performance Incentive Plan for a Performance
Period if (and only if) he or she is_both (i) employed by UTIMCO in an
employment position that is designated as an “Eligible Position” for
that Performance Period and (ii) selected by the Board as eligible to
participate in the Performance Incentive Plan will—become—a
“Pasticipant for that Performance Period. “Eligible Positions” for a
Performance Period include senior management, investment staff, and
other key positions as determined-from—time-to-timedesignated by the
President and CEO;-subject-to-approval-by-the-Board-—Eligible-Positions
will-be-confirmed by-the Beard-within-the-first-60-days_and approved by
the Board as Eligible Positions for that Performance Period. An
emplovment position that is an Eligible Position in one Performance
Period_is not automatically an Eligible Position in any subsequent
Performance Period, and each Eligible Position must be confirmed or
re-confirmed by the Board as being an “Eligible Position” for the
applicable Performance Period. _Similarly, an emplovee who is
eligible to participate in the Performance Plan in one Performance
Period is not automatically eligible to participate in any subsequent

erformance Period {(netwithstanding that such emplovee ma e

UTIMCO Compensation Program,.. ... Paged
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emploved in an FEligible Position in that subsequent Performance

Period), and each employee must be designated or re-designated by
the Board as being eligible to participate in the Performance Incentive
Plan for the applicable Performance Period. The Board will confirm
the Eligible Positions and designate the eligible emplovees who will
become Participants for a Performance Period within the first 90 days

of the Performance Period or, if later. as soon as administratively
feasible after the start of the Performance Period. The Board in its

discretion may also designate the emplovment position of a newly hired
or promoted employee Ba-be-ﬁkaﬁ@-hg&b}%-l;@s&ﬁefkéﬂﬁﬂg—d—il%ﬁéﬂﬁ&ﬂ%

Pe%ieéas an “Eii ible Position” a d a de nate uch newl hlred or

promoted emplovee as eligible to participate in the Performance
Incentive Plan_for a Performance Period (or remainder of a
Performance Period) within 30 days of such hire or promotion or, if

later, as soon as administrativelv feasible after such hire or
promotion. A .list of Eligible Positions for the—2004/2005¢ach

Performance Period is set forth en-the-table-in-Seetion-5-5(b)—in_Table 1,
which _is attached as Appendix C. Table 1 will be revised each
Performance Period to set forth the Eligible Positions for that

erformance Period a n_as_administrativel racticable after
confirmation of such FEligible Positions. _by_the Board for such
Performance Period, and such revised Table 1 will be attached as
Appendix C.

An employee in an Eligible Position who has been selected by the Board
to participate in the Performance Incentive Plan will become a
Participant #n-the-Plan-on the latestlater of (i) the date he or she is
employed in an Eligible Positions_or (ii) the date he or she is selected by
the Board to participate in the Performance Incentive Plan—er(ii)any
%a%e;—éate—as—»éeswated—bﬁhe—Beafd prov1ded however that an

Board in its discretion may designate any earlier or later date (but not
earlier than such emplovee’s date of hire and not later than such
emplovee’s date of termination of employment) upon which such
emplovee will become a Participant, and such employvee will instead

become a Participant on_such earlier or later date. The preceding
notwithstanding, except when compelling individual circumstances

justify a shorter period of time and such circumstances are recorded in the
minutes of a meeting of the Board-—1f, an emplovee may not commence
participation in the Performance Incentive Plan and first become a
Participant during the last six months of any Performance Period, and, if
an employee has—beenis selected by the Board to participate in the
Performance Incentive Plan or becomes employed in an Eligible Position

durmg the last six months of any Performance Period, participation of

UTIMCO Compensation Program Page 5
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such employee in the Performance Incentive Plan will be delayed until
the first day of the next Performance Period (assuming such employee is
employed by UTIMCO in an Eligible Position on such date).

An employee will cease to be a Participant in the Performance Incentive
Plan on the earliest to occur of: (i) the date such employee is no longer
employed in an Eligible Position; (ii) the date of termination of such
employee’s employment with UTIMCO for any reason (including
voluntary and involuntary termination, death, and disability); (ii1) the date
of termination of the Performance Incentive Plan; (iv) the date such
employee commences a leave of absence; (v) the date such employee
begins participation in any other UTIMCO incentive program; (vi) the
date the Board designates that such employee’s employment position is

not an FEligible Position_(or fails to designate the emplovee’s

emplovment position as an FEligible Position with respect to_a
Performance_Period); or (vii) any date designated by the Board as the

date on which such employee is no longer a Participant.

Except as provided in Sections 5.10(b), (c), and (d), only Participants are
eligible to receive Performance Incentive Awards under the Performance
Incentive Plan.

5.4. Performance Goals

7/1/066

(a)

(b)

Within the first 60 days of each Performance Period, the President and
CEO will recommend goals (“Performance Goals”) for each Participant
(other than the Performance Goals for the President and CEO, which are
determined as provided in Section 5.4(c), and the Performance Goals for
employees who are hired or promoted Jater during a Performance Period)
subject to approval by the Compensation Committee within the first 90
days of the Performance Period. The President and CEO will also
recommend Performance Goals for employees who are hired or promoted
during the Performance Period and become Participants €at the time those

employees are designated as Participants (with such Performance
Goals _subject to confirmation by the Compensation Committee)-at-the

time—those—employees—are—destgnated—as—Participants_as _soon _as

administrativel feasible after such Performance pals are

recommended).

There are three typescategories of Performance Goals:

(1) Entity Performance (i-es—performanee—of—the—Total-Endowment
Assetsdescribed in Section 5.8(a))

(2) Asset Class Performance (&HMM@@M%&@&&%

.described i ection
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(d)
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(3) Individual Performance (described in Section 5.8(c))

Except for the President and CEO, Individual Performance Goals will be
defined jointly by each Participant and his or her supervisor. These
Individual Performance Goals will be measurablemeasured and subject-to
approvalapproved by the President and CEO as—well-assubject fo

approval by the Compensation Committee. Individual Performance
Goals may be established in one or more of the following areas:

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

= Effective utilization of human and financial resources

The President and CEQ’s Performance Goals will be determined and
approved by the Board.

Each Performance Goal mgi}ed—a%lefgh&asoﬂh}stfa%ed—m—the—tab%e%
Section-5-5(b)-which-shows-the-weightings-for each Eligible Position js
assigned a weight for the-20084/20065 Performance Period. For each

Performance Period, the Compensation Committee will approve the
weightings of the Performance Goals at the same time it approves the
Performance Goals. _The weightings for each Eligible Position are set
forth_in Table 1. which is attached as Appendix C. Table 1 will be

revised each Performance Period to _set forth the weightings for the
Elicible Positions for that Performance Period as soon as

administratively practicable after such weightings are approved by
the Compensation Committee for such Performance Period.
Noitwithstanding the identified weighting for an Eligible Position, the

Board may adjust the weightings (up or down) for any Participant for
a Performance Period where it considers the assigned weighting for a
Performance Goal fo be inappropriate for such Participant because of
his or her length of service with UTIMCO, his or her tenure in an
Eligible Position, or his or her prior work experience.

5.5. Incentive Award Opportunity Levels and Performance Incentive Awards

(a)

At the beginning of each Performance Period, each Participant is assigned
an “Incentive Award Opportunity” for each Performance Goal. The
Incentive Award Opportunity is determined by the Board and is expressed
as a percentage of base salary earned during the Performance Period. The
Incentive Award Opportunities include a threshold, target, and maximum
award for achieving commensurate levels of performance of the respective
Performance Goal.

UTIMCO Compensation Program Page 7
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(b)

(c)

(d)

(e)
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Incentive Award Opportunities for the—2004/2005¢ach Performance

Period are set forth in the-followingtable~Table 1, which is attached as
Appendix C. Table 1 will be revised each Performance Period to set
forth the Incentive Award Opportunities for that Performance Period

as soon as administratively practicable after approval of the Incentive
ard ortunities by the Board for such Perfi ance Period, and

such revised Table 1 will be attached as Appendix C.

Actual “Performance Incentive Awards” are the amounts that are actually
awarded to Participants for the respective Performance Period. Actual
Performance Incentive Awards will range from zero (if a Participant
performs below threshold on all Performance Goals) to the maximum
Incentive Award Opportunity (if a Participant performs at or above
maximum on all Performance Goals) depending on performance relative
to objectives. Awards are capped at maximum levels regardless of
whether a Participant exceeds the stated maximum Performance Goals.

Following the end of each Performance Period, the Compensation
Committee will review the actual performance of each Participant against
the Performance Goals of the respective Participant and determine the
Participant’s level of achievement of his or her Performance Goals. The
Compensation Committee will seek, and may rely on, the independent
confirmation of the level of Performance Goal achievement from an
external investment consultant to evaluate Entity Performance and Asset
Class Performance. The President and CEO will submit a written report to
the Compensation Committee, which documents the Participant’s
performance relative to the Participant’s Performance Goals set at the
beginning of the Performance Period, and upon which the Compensation
Commiftee may rely in evaluating the Participant’s performance. The
Board will determine the President and CEO’s level of achievement
relative to the President and CEO’s Performance Goals.

Performance Incentive Awards will be calculated for each Participant
based on the percentage achieved of each Performance Goal, taking into
account the weighting for the Participant’s Entity Performance, Asset
Class Performance, and Individual Performance Goals and each
Participant’s Incentive Award Opportunity. The methodolegy for
calculating Incentive Award Opportunities and Performance
Incentive Awards is presented on Appendix A. Performance
Incentive Awards will be interpolated in_a linear fashion between
threshold and target as well as between target and maximum. The
Compensation Committee will review all Performance Incentive Award
calculations, based on the certification of its advisors, and submit its
recommendations to the Board for approval.
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¢)»-Within 150 days following the end of a Performance Period, the Compensation
Committee will review and make recommendations concerning Performance
Incentive Awards to Participants whom it determines to have met or exceeded
the performance benchmarks for the Performance Period. Subject to the
provisions of 7.1(a), the Board will approve Performance Incentive Awards.

(g) @-Following the approval of a Performance Incentive Award, the Board
will promptly notify each Participant as to the amount, if any, of the
Performance Incentive Award as well as the terms, provisions, conditions
and limitations of the Nonvested Deferred Award-i-any_portion of such
Performance Incentive ard.

5.6. Form and Timing of Payouts of Performance Incentive Awards

Approved Performance Incentive Awards will be paid as follows:

(a) Seventy percent of the Performance Incentive Award will be paid to the
Participant (“Paid Performance Incentive Award”) within 150 days of the

completion of the Performance Period_(and in no event later than the
15th day of the third month following the later of (i) the last day of the

calendar vear in_ which the Performance Incentive Award is

determined or (ii) the last day of the fiscal vear of UTIMCO in which
he Performance gncentwe Award is determ!gedg and

(b)

{c) Thirty percent of the Performance Incentive Award will be treated as

a “Nonvested Deferred Award” subject to the terms of Section 5.7 and
paid in_accordance with that Section.

5.7. Nonvested Deferred Awards

/1106

(a) Nonvested-Deferred-Awards—will-be-eredited—toFor each Performance
Period, a hypothetical account on UTIMCO’s books in—the—individual
PaFHG}}S&H%H&FHeS—(“NOnVGJStGd Deferred Award Accountfsy3-as”) will
be established for each Participant. As of the date that the
corresponding Paid Performance Incentive Awards—are—transmitted-to

Participanis.——For—eachAward _is paid to the Participant, each
Participant’s Nonvested Deferred Award for a Performance Period;—a

will be credited to his or her he cgedgted to his or he Nonvested Deferred Award Aceount W%H—be

§taghghed fer that Performance Period; provided, however, thatz in

the case of a articipant who is not emploved UTIMCO on the

mn Page 9
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date such Nonvested Deferred Award would be so credited to his or

her Nonvested Deferred Award Account, such Nonvested Deferred

Award will not be credited to such Participant’s Nonvested Deferred
Award Account but will instead be forfeited. The Nonvested Deferred

Award Accounts will be credited (or debited) monthly with an amount
equal to the net investment returns of the Total Endowment Assets (“Net
Returns™) for the month multiplied by the balance of the respective
Participant’s Nonvested Deferred Award Account(s) as of the last day of
the month. When the Nonvested Deferred Award is initially credited to
the Nonvested Deferred Award Account, the Nonvested Deferred Award
Account will be credited (or debited) with Net Returns for the month of
the initial credit of a Nonvested Deferred Award, but the Net Returns will
be prorated to reflect the number of days of the month during which the
amountis were credited to the Nonvested Deferred Award Account.
Participants are not entitled to their Nonvested Deferred AwardsAward
Accounts unless and until they become vested in those awardsaccounts
in_accordance with Section 5.7

Assuming and contingent upon continued employment with UTIMCO,

except as provided in Section 5.10(c), a Participant will become vested
in, and entitled to pavment of, his or her Nonvested Deferred
AvwardsAward Account for each respective Performance Period willvest

and-become-payable-according to the following schedule:

(1) On the first anniversary of the emdlast dav of the Performance
Period for which the Nonvested Deferred Award was earned, one
third of the Nenvested—Deferred—Award-—Aecountamount then
credited to the Participant’s Nonvested Deferred Award Account
for that Performance Period will be vested and paid to the
Participant.

(2) On the second anniversary of the end of the Performance Period for
which the Nonvested Deferred Award was earned, one half of the
amount then_credited to_the Participant’s Nonvested Deferred

Award Account then—credited—to—the—Rarticipantfor _that
Performance Period will be vested and paid to the Participant.

(3) On the third anniversary of the end of the Performance Period for
which the Nonvested Deferred Award was earned, the remaining
amount_then credited to_the Participant’s Nonvested Deferred

Award Account for that Performance period-then-eredited-to—-the
PastieipantPeriod will be vested and paid to the Participant.
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(4) Nonvested Deferred Award Accounts payable under the above
paragraphs of this Section 5.7(b) will be paid _as soon as
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administrativel acticable after the applicable portion of an

such Nonvested Deferred Award Account becomes vested and in
no event later than the 15th day of the third month following the
later of (i) the last day of the calendar vear in which the
applicable portion of such Nonvested Deferred Award Account
becomes vested or (ii) the last day of the fiscal year of UTIMCO

in_which the applicable portion of such Nonvested Deferred
Award Account becomes vested,

Performance-StandardsPerformance Measurement Standards

(a) Entity Performance

(h

@

Entity Performance for purposes of the Performance Incentive Plan

is the performance of the Total Endowment Assets—Entity

Perfommance—under—the-Performance—tneentive—Plan-is--based-—on
g; Lot p S .E ded-in Secti

eﬂ%ﬁ%—mﬂ}ﬂg—lﬁﬁeﬂeﬁ——p@m gwexghted at §S°é; g
the Intermediate Term Fund (weighted at 15%).

The_performance of the Total Endowment ets is measured
based on_the TEA’s performance relative to the Peer Group.
The Board’s chosen investment advisor will determine the
performance of the Peer Group annually for the Performance Period.
Performance of the Total Endowment Assets is measured net of
fees, meaning performance is measured after factoring in all
administrative and other fees incurred for managing the Total
Endowment Assets. The Board’s investment advisor will calculate
a percentlle rank for Entity-Performancethe performance of the
Total Endowment Assets relative to the Peer Group, with the 100"
percentile representing the highest rank, the 50™ percentile
representmg the median, and the 0™ percentile representmg the

The performance of the Intermediate Term Fund will be
measured based on the performance of the ITF relative to the

Polic rtfolic  Ret enchmark). The performance
standards related to the Intermediate Term Fund for the
Performance Period beginning July 1. 2006. are reflected in

Table 4 on Appendix D. Performance standards related to the

ITF for each Performance Period beginning after June 30, 2007,
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will be set forth on a revised table for each such Performance
Period and set forth on Appendix D as soon as administratively
practicable after such standards are determined. Performance
of the Intermediate Term Fund is measured net of fees, meaning

performance is measured after factoring in all_administrative
and other fees incurred for managing the ITF.

Except as provided in Section 5.9. performance of the Tota
Endowment Assets and the Intermediate Fund will be measured
based on a three-vear rolling historical performance of each such
fund,

{(b) Asset Class Performance

ey

Except-as-provided-in-subparagraphAsset Class Performance is the
performance of specific asset classes within the Total

End ent Assets and the Intermediate Term Fund (such as US
public equity, private capital, etc.) based on the standards set
forth in Section 5.8. Except as provided in paragraph (2) below

and Section 5.9, Asset Class Performance will be measured relative
to the appropriate benchmark based on 3three-year rolling historical
performance. Performance standards for each asset class will vary
depending on the ability to outperform the respective benchmark.
The—following—table—identifies—the—-Table 2 below identifies the
benchmarks for each asset class as well as threshold, target, and
maximum performance standards for the Performance Periods
ending June 2003, 2004, and 2005 and includes July 2005 and
August 2005, Table 3 below identifies the benchma for each

asset_class as well as threshold, target, and maximum
erformance _standards beginning September 1. 2005, through

the Performance Period ending June 30, 2006, The benchmarks

for each asset class as well as threshold, target, and maximum
performance standards———?e%%ﬁﬁaﬂee—heeﬂw%mmwﬁwhe

LSO etwreen-tharesho = @

as—bet:weeﬁ—tracpget——aﬂé—m&;ﬁﬁ% for_the Performance Be;;xg
eoinning Julv 1, 2006, will be set forth in Table 4, which i
attached as Appendix D. The benchmarks for each asset class as

well as threshold, target, and maximum performance standards
for Performance Periods beginning after June 30, 2007, will be

set forth in a revised table for each such Performance Period as
soon_as administrativelv practicable after such benchmarks and
standards are set, and such revised table will be_ attached as
Appendix D,

TABLE 2 (7/1/04 through 8/31/05)

UTIMCO Compensation Program Page 13
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Policy Portfolio
Weights Performance Standards

Asset Class Benchmark (% of Portfolio) _ Thresheld Target Maximum
Entity: Peer goup Peer group (Endowments w/ >$ 1 B assets) na 40th %aile 60tk %ile T5th %ile
US Public Eguity Russel] 3000 20.0% +( bps +31 bps +62 bps
International Equity MSCI All Country World Index, Ex US 17.0% +{ bps +52.5 bps +103 bps
Fixed Income Lehman Brothers Aggrepate Bond Index 10.0% +0 bps +12.5 bps +25 bps
Private Capita Rolf up of Private Equity & Venture Capital 15.0%

Private Hquity Ventute Economics Private Equity Database - +0 bps +19G bps +200 bps

Venture Capital Venture Economics Venture Capital Database - +0 bps +112.5 bps +225 bps
Absolute Return Hedge Funds 9 1-Day T-Bill 15.0% +300 bps +350 bps +400 bps
Equity Hedge Funds 91-Day T-Bill 10.0% +400 bps +465 bps +530 bps
inflation Hedge Roll up of Commodities, TIPS & RE{TS 13.0%

Commodities Goldman Sachs Commeodity [ndex 3.0% -100 bps -15 bps +0 bps

TIPS Lehman Brothers US TIPS Index 5.0% +0 bps +2.5 bps +35 bps

REITS Dow Jones Wishire Real Estate Securities Index 5.0% +3 bps +37.5 bps +75 bps
Cash 91-Day T-Bil} 0.0% +0 bps +0 bps +0 bps
Short Infermediate Tesm Fund  SITF Policy Statement - +0 bps +5 bps +10 bps

TABLE 3 (9/1/05 through 6/30/06)

Policy Portfolio
Weiphts Performance Standards
Asses Class Benchmark (% of Portfolio) Threshold Farget Maximum
Entity: Peer Group Peer group (Endowments w/>$1 B assets) nfa 40th %ile  60th%ile  75th %ile
US Public Equity Russelt 3000 Index 20% +0 bps +31 bps +62 bps
Non-US Developed Bquity MSCI EAFE Index with net dividends 10% +0 bps +37.5 bps +75 bps
Emerging Markets Equity MSCI Emerging Markets Index with net dividends 7% +0 bps +75 bps +150 bps
Directional Hedge Funds Combiration indes: 50% S&P Event-Driven Hedps 10% +0 bps +65 bps 130 bps
Fund Index plus 50% S&P Divectional/Tactical
Hedge Fund Iadex
Absolute Retum Hedge Funds Combination index; 66.7% S&P Event-Driven 15% +3 bps +50 bps +100 bps
Hedge Fund Index plus 33.3% S&P Arbitrage
Hedge Fund Index
Private Equity Custom Benchmark Created from Venture 1% +0 bps +103.5bps  +207 bps
Economics Database
Venture Capital Custom Benchmark Created from Venture 4% +0 bps +103.5%ps  +207 bps
Economics Database
(REITS Dow Jones Wilshire Real Estate Seoutities Index 5% +0 bps +37.5 bips +15 bps
Comnodities Combination index: 66,7% Goldman Sachs 3% +) bps +17.5 bps +35 bps
Commodity Index minus .5% pliss 33,3% DI-AIG
Commodity Index
TIPS Lehman Brothers US TIPS Index 3% +0 bps +2.5 bps +5 bps
Fixed Income Lehman Brothers Aggregate Bond Index 10% +0 bps +12.5 bos +25 bps
Cash 90 day t-bills 0% +(} bps +0 bps +{} bps
Short Intermediate Term Fund SITF Policy Statement - +G bps +5 bps +10 bps

(2) Performance for the private capital asset class is calculated
differently thanfrom other asset classes due to its longer investment
horizon and illiquidity of assets. Performance of the private capital
asset class is determined based on the performance of partnership
commitments made by the current private capital team since 2001
based on internal rates of return (IRR’s) relative to the respective
Venture Economics benchmarks.
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(¢) Individual Performance

Individual Performance of each Participant will be measured based on

that Participant’s performance of the duties of his employment
position during the Performance Period.

)
5

E_,‘a; '- a4 P anfareas o e N LT X Bl Yo ks tor i VLLYTY RS ’__:,a
EmployeesModifications of Measurement Period for Measuring Equity and
Asset Class Performance Goals

Although generally Entity Performance and most Asset Class Performance are
measured based on three-year rolling historical performance, newly hired
Participants will be phased into the Performance Incentive Plan so that Entity
Performance and Asset Class Performance are measured over a period of time
consistent with each Participant’s tenure at UTIMCO. This provision ensures that
Participants are measured and rewarded over a period of time consistent with
which they influenced the performance of the entity or a particular asset class. In
the Performance Period in which a Participant begins participation in the
Performance Incentive Plan, the Entity Performance and Asset Class
Performance eompenentcomponents of the Incentive Award Opportunity will be
based on one full year of historical performance (i.e., the performance for the
Performance Period during which the Participant commenced Performance
Incentive Plan participation). During a Participant’s second year of
Performance Incentive Plan participation, the Entity Performance and Asset
Class Performance eempenentcomponents of the Incentive Award Opportunity
will be based on two full years of historical performance. In the third year of a
Participant’s Performance Incentive Plan participation and beyond, the Entity
and Asset Class Performance eomponentcomponents of the Incentive Award
Opportunity will be based on the three full years of rolling historical performance.
This provision will apply to Participants who are easrent-UTIMCO employees
and-were hired after July 1, 2001.

(a) For purposes of measuring the Intermediate Term Fund component
of Entity and Asset Class Performance, the three-year historical

performance cycle will not be utilized until the Intermediate Term

Fund has three vears of historical performance as part of the
Performance Incentive Plan and, until that time, the actual vears of
historical performance will be used as the measurement period. The
Intermediate Term Fund was formed on Februar 2006, and i

added as a measurement of performance under the Performance

Incentive Plan effective Jul 2006. Therefore, as of June 30, 2

the ITF _will have one vear of historical performance that will be

easured_fo urposes of determini Fguity_and Asset Class
Performance; as of June 30, 20 the ITF will have two consecutive

vears of historical performance that will be measured for purposes of

determining Equity and Asset Class Performance; and as of June 3

2009, and for each Performance Period thereafter, three consecutive
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vears of historical performance will be utilized for purpeses of
measuring the ITF prong of Equity and Asset Class Performance.

35.10. Termination Provisions

(a)

(b)

(c)

Except as otherwise provided in this Section 5.10, any Participant who
ceases to be a Participant (either because of termination of employment
with UTIMCO or for any other reason stated in Section 5.3(¢)) prior to the
end of a Performance Period will not be eligible to receive payment of any
Performance Incentive Award for that or any subsequent Performance
Periods. In addition, a Participant will only continue to vest in Nonvested
Deferred Awards while he or she is employed with UTIMCO and will
forfeit any Nonvested Deferred Awards at termination of employment
w1th UTIMCO —Uﬁ}es&é*smbu%ed—eam%mée%he-%em&mm

If a Participant ceases to be a Participant in the_Performance Incentive
Plan under Section 5.3(c) prior to the end of a Performance Period because
his or her employment position is no longer an Eligible Position (but such
employee continues to be employed with UTIMCQ), such Participant’s
Performance Incentive Award for the current Performance Period, if any,
will be calculated on a prorated basis from the first day of the Performance
Period to the Performance Measurement Date immediately preceding or, if
applicable, coinciding with the date the Participant ceases to be in an
Eligible Position, and such individual will not be entitled to any
Performance Incentive Awards for any Performance Period thereafter
(unless he or she again becomes a Participant in accordance with Sections
5.3(a) and (b)). All Nonvested Deferred Awards continue to vest and be
paid subject to the provisions of Section 5.7(b).

If a Participant ceases to be a Participant in the Performance Incentive
Plan under Section 5.3(c) prior to the end of a Performance Period because
his or her employment with UTIMCO terminates due to death or disability
{as—defined—in—the—Internal-Revenue—Code—§22(e)3 ) Disability, the
Participant’s Performance Incentive Award for the Performance Period in
which termination occurs will be paid at target on a prorated basis from
the first day of the Performance Period to the Performance Measurement
Date immediately preceding or, if applicable, coinciding with the date of
the Participant’s death or disabilityDisability, and such individual will not
be entitled to any Performance Incentive Awards for any Performance
Period thereafter (unless he or she again becomes a Participant in
accordance with Sections 5.3(a) and (b)). All Nonvested Deferred
AwardsAward Accounts will vest immediately and be paid_as seon as
administratively practicable after such termination and in no event
later than the 15th day of the third th following the later of (i) the
last day of the calendar vear in which such termination occurs or (ii

the last dayv of the fiscal vear of UTIMCO in which such termination

UTIMCO Compensation Program Page 16
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occurs. Payments under this provision will be made to the estate or
designated beneficiaries of the deceased Participant or to the disabled
Participant, as applicable, in accordance with Section 5.7(d) within 60
days of the date of termination of employment.

If a Participant ceases to be a Participant in the Performance Incentive
Plan under Section 5.3(c) prior to the end of a Performance Period because
he or she commences a Compensation Committee-approved leave of
absence, such Participant’s Performance Incentive Award for the current
Performance Period, if any, will be calculated on a prorated basis from the
first day of the Performance Period to the Performance Measurement Date
immediately preceding or coinciding with the date the Participant
commences such leave of absence, and such individual will not be entitled
to any Performance Incentive Awards for any Performance Period
thereafter (unless he or she again becomes a Participant in accordance
with Sections 5.3(a) and (b)). All Nonvested Deferred Awards continue

to vest and be paid subject to the provisions of Section 5.7(b).
In_the case of any Participant who ceases to be a Participant in the

Performance Incentive Plan prior to the end of Performance Period

and is entitled to a Performance Incentive Award or a prorated
Performance Incentive Award under this Section 5.1 such

Performance Incentive Award will be calculated at the fime and in the
manner_ provided in Section 5.5 and Appendix A and paid in

accordance with Section 5.6 and will not be calculated or paid prior to
such time,

6. PEANCOMPENSATION PROGRAM AUTHORITY AND
RESPONSIBILITY

6.1. Board as Plan Administrator

(ay—Except as otherwise specifically provided in this Compensation Program
with respect to powers, duties, and obligations of the Compensation Committee,
the Compensation Program will be administered by the Board.

6.2. Powers of Board

by—The Board has all powers necessary or advisable to administer the
PlanCompensationProgram as it determines in its discretion, including,
without limitation, the authority to:

7/1/06

(D

Establish the conditions for the determination and payment of
compensation by establishing the provisions of the Performance Incentive
Plan.




PROGRAM INTERPRETATION

7.1,

1/1/06

2)

&)

(4)
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Select the employees who are eligible to be Participants_in the
Performance Incentive Plan,

Subject to the terms of the Performance Incentive Plan, determine the
amount and timing of Performance Incentive Awards-under-theRlan.

Establish the base salaries, Performance Incentive Opportunity Levels and
Performance Incentive Awards.

Delegate to any other person, committee, or entity any of its ministerial
powers and/or duties under the PlanCompensation Program as long as
any such delegation is in writing and complies with the UTIMCO Bylaws.

Board Discretion

(2)

(b)

Consistent with the provisions of the PlanCompensation Program, the
Board has the discretion to interpret the PlanCompensation Program and
may from time to time adopt such rules and regulations that it may deem
advisable to carry out the PlanCompensation Program. All decisions
made by the Board in selecting the Participants approved to receive
Performance Incentive Awards, including the amount thereof, and in
construing the provisions of the Plan—eorCompensation Program,
including without limitation the terms of any Performance Incentive
Awards, are final and binding on all Participants.

Notwithstanding any provision of the PlanCompensation Program to the
contrary and subject fo the requirementsrequirement that the approval of
Performance Incentive Awards that will result in an increase of 5% or
more in the total Performance Incentive Awards ealeulatingcalculated
using the methodology set out inon Appendix A must have the prior
approval of the U.T. System Board of Regents, the Board shall-havehas
the discretion and authority to make changes in the terms of the
PlanCompensation Program in determining a Participant’s eligibility for,
or amount of, a Performance Incentive Award for any Performance Period
whenever it considers that circumstances have occurred during the
Performance Period so as to make such changes appropriate in the opinion
of the Board, provided however, that any such change shalwill not
deprive or eliminate aVested-Deferred-Awardan award of a Pammpant

after it has become vested and that such circumstances are recorded in
the minutes of a meeting of the Board.
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Duration, Amendment, and Termination

The Board shall—havehas the right in its discretion to amend the
PlanCompensation Program or any portion thereof from time to time, to
suspend it for a specified period, or to terminate it entirely or any portion
thereof. However, if the Performance Incentive Plan is suspended or
terminated during a Performance Period, Participants will receive a prorated
Performance Incentive Award based on performance achieved and base salary
earned through the Performance Measurement Date immediately preceding such
suspension or termination. The Plan-shallCompensation Program will be in
effect until suspension or termination by the Board; provided, however, that if
the Board so determines at the time of any suspension or termination_of the
Performance Incentive Plan, Nonvested Deferred Awards credited to
Participants’ Nonvested Deferred Award Account(s) as of the effective date of
such suspension or termination will continue to be administered under the terms
of the Performance Incentive Plan after any suspension or termination, except
as the Board otherwise determines in its discretion at the time of such
suspension or termination.

Record-KeepingRecordkeeping and Reporting

(a) All records for the Compensation Program shatwill be maintained by the
Managing Director of Accounting, Finance, and Administration at
UTIMCO. Relative performance data and calculations shalwill be
reviewed by UTIMCO’s external investment—consultantauditor before
Performance Incentive Awards are finalized and approved by the Board.

(b) UTIMCO will provide all Participants with a comprehensive report of the
current value of their respective Nonvested and-Vested-Deferred Award
Account balances, including a complete vesting status of those balances,
on at least a quarterly basis.

F4-7.4, Continued Employment

Nothing in the adoption of this-Planthe Compensation Program or the
awarding of Performance Incentive Awards shallwill confer on any employee
the right to continued employment with UTIMCO or affect in any way the right
of UTIMCO to terminate his or her employment at any time.

7575, Non-transferability of Awards

7/1/66

Except for the rights of the estate or designated beneficiaries of Participants to
receive payments, as set forth herein, Performance Incentive Awards under the
PlapPerformance Incentive Plan, including both the Paid Performance
Incentive Award portion_and the Nonvested Deferred Award portion, are
non-assignable and non-transferable and are not subject to anticipation,
adjustment, alienation, encumbrance, garnishment, attachment, or levy of any
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kind. The preceding notwithstanding, the Plan—will-pay-a—Vested—Deferred
Compensation Program_will pay a ortion_of a Performance

Incentive Award that is or becomes vested in accordance with an order that
meets the requirements of a “qualified domestic relations order” as set forth in
Section 414(p) of the Internal Revenue Code and Section 206(d) of ERISA,

F6-7.6. Unfunded Liability

(a) Neither the establishment of this-Planthe Compensation Program, the
awardingaward of_anv Performance Incentive Awards;-the—ereation—of
Nopvested—Deferred——Awards—Aceounts, nor the creation of
VestedNonvested Deferred Awards Accounts shallwill be deemed to
create a trust, The Plan-shallCompensation Program will constitute an
unfunded, unsecured liability of UTIMCO to make payments in
accordance with the provisions of the Plan—Compensation Program.
Any amounts set aside by UTIMCO to assist it in the payment of
Performance Incentive Awards or other benefits under the
PlanCompensation Program, including without limitation, amounts set
aside to pay for Nonvested Deferred Awards—and—Vested—Deferred
Awards;-shall, will be the assets of UTIMCO, and no Participant shablwill
have any security or other interest in any assets of UTIMCO or the Board
of Regents of The University of Texas System by reason of the

PlanCompensation Program,

(b) Nothing contained in the Plan—shaiCompensation Program will be
deemed to give any Participant, or any personal representative or
beneficiary, any interest or title to any specific property of UTIMCO or
any right against UTIMCO other than as set forth in the

PlanCompensation Program.

F3-7.7. Compliance with State and Federal Law

No portion of the Plan-shaliCompensation Program will be effective at any
time when such portion violates an applicable state or federal law, regulation, or
governmental order or directive.

78-7.8. Federal, State, and Local Tax and Other Deductions

7/1/06

All Performance Incentive Awards under the Plan—shallCompensation
Program will be subject to any deductions (1) for tax and withholding required
by federal, state, or local law at the time such tax and withholding is due
(irrespective of whether such Performance Incentive Award is deferred and not
payable at such time) and (2) for any and all amounts owed by the Participant to
UTIMCO at the time of payment of the Performance Incentive Award.
UTIMCO shallwill not be obligated to advise an employee of the existence of
the tax or the amount that UTIMCO will be required to withhold.
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+9-7.9 Priov Plan
(a) The--Performance—Incentive—Plan—vestates—and—supercedes—the—Prior

(b)

Plan-Except as provided in the following paragraphs of this Section
7.9, this restatement of the Compensation Program amends and

supersedes anv prior version of the Compensation Program (“Prior

Plan™).

All nonvested deferred awards under thea Prior Plan will retain the vesting
schedule defined under the Prior Plan—Hewever at the time such awards
were allocated to the respective Participant’s account. In all other
respects, as of the Effective Date, those nonvested deferred amounts will
(i) be credited or debited with the Net Returns over the remaining deferral
period in accordance with Section 5.7(a)—Nesnvested-deferred-balances
carned—under—the-Prior-Plan—-will_and (ii) be subject to the terms and
condxtlons for Nonvesteé Dcferred Awards under the P}&B—e*eeﬁt——the

£y S =

aﬂéeeﬂémeﬂs—feﬁ%sée%md—%%uﬂéﬁmmﬁaﬁm
Incentive Plan as set forth in this restated document.
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8. DEFINITION OF TERMS

8.1. Asset Class Performance is the performance of specific asset classes within the
Total Endowment Assets and the Intermediate Term Fund (such as US public
equity, private capital, etc.) based on the standards set forth in Section S:3¢b}(h-
58,

8.2. Board is the UTIMCO Board of Directors.

8.3. Compensation Committee is the Compensation Committee of the UTIMCO
Board of Directors.

8.4. Compensation Program is defined in Section 1.

8.5. Disabilitv means a condition whereby a Participant either (i) is unable t

engage in_any_substantial gainful activity by reason of a medicallv
determinable physical or mental impairment that is expected either tfo
result in death or to last for a continuous period of not less than 12 months

or_(ii) i reason a medically determinable physical o ental
impairment that is expected to last for a continuous period o t less than
12 months, receiving income replacement benefits for a period of not less
than _three nths under a disabili lan_maintained or contributed to

UTIMCO for the benefit of eligible employees.
8.6. $:5-Effective Date is defined in Section 5-Hb)}1.

8.7. $.6-Eligible Position is defined in Section 5.3(a).

8.8. 8.7-Entity Performance represents the performance of the Total Endowment
Assets and_the Intermediate Term Fund (based on the measurement
standards set forth in Section 5.8¢a)).

8.9. § ative—Award Opnortuni chined-in—-Section—S-5fa)Incentive
Award O rtunity is deﬁ ed in Sectxon 5.5(a).
8.10. Intermediate Ter und or I'TK is e University of Texas System (“U.T.

System”) Intermediate Term Fund established by the U, I, System Board of
Regents as a pooled fund for the collective investment of operating funds

and ther intermediate and lon -term funds held the U.T, stem

Intermediate Term Fund is measured net of feesg meaning performance is
measured after factorine in_all administrative and other fees incurred for
managing the Intermediate Term Fund.

8.11. 8.9-Net Returns is the investment performance return of the Total Endowment
Assets, net of fees. Net of fees factors in all administrative and other fees for
managing the Total Endowment Assets. The net investment return will be
calculated as follows:

Permanent University Fund Beginning Net Asset Value 2y Permanent University Fund Net Investment Return

UTIMCO Compensation Program Page 22
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Total Exdowment Beginning Net Asset Value
Plus

General Endowinent Fund Beginning Net Asset Valge  ¥x  General Endowment Fund Net Investment Retumn
Total Endowment Beginning Net Asset Value

8.12. 8-10—Nonvested Deferred Award is defined in Section 5.6.
8.13. $-1+—Nonvested Deferred Award Account is defined in Section 5.7(a).

8.14. 812 Paid Performance Incentive Award is defined in Section 5.6(a).
8.15. 8-13-Participant is defined in Section 5.3(a).

8.16. 3-34-Peer Group is a peer group of endowment funds maintained by the
Board’s external investment advisor that is eceompesedcomprised of all
endowment funds with assets greater than $1 billion at-on the beginninglast day
of each of the three 1mmedlatel¥ grecedggg Performance Peﬁ%aﬂéis—set

P’engds2 grov:dedg howevezg2 that Harvard Un1vers1ty $ endowment fund
Yale University’s endowment fund, and Total Endowment Assets are excluded
from this—peer—groupthe Peer Group. The peer-groupPeer Group will be
updated annually-at-the-beginning-of-each—Performance-Periodfrom time to
time as deemed appropriate by the Board, and Appendix B will be amended

accordingly.

8.17. 835-Performance Goals are defined in Section 5.4.

8.18. $-16-Performance Incentive Award is the component of a Participant’s total
compensation that is based on specific performance goals and awarded as
current income or deferred at the end of a Performance Period in accordance
with Section 5 and Appendix A.

8.19. &17-Performance Incentive Plan is as defined in Section 1 and Section 5.

8.20. 8-18 Performance Measurement Date is the close of the last business day of
the month.

8.21. $.19-Performance Period is defined in Section 5.2.
8.22. Policy Portfolio Return is the benchmark return for the Intermediate Term

Fund policy portfolio_and is calculated summing the neutrally weighted
index returns (percentage weight for each assef clas ultiplied the

benchmark return for the asset class) for the various asset classes in the
Intermediate Term Fund portfolio for the Performance Period.

.23. $20-Prior Plan is the UTIMCO Performance-Compensation-Plan—effective
September-1,-2000-defined in Section 7.9,

8.24. &21-Salary Structare is described in Section 4.1.

8.25. 822 Total Endowment Assets_or TEA means the combination of the
Permanent University Fund and the General Endowment Fund, but does not

1M
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include any other endowment funds monitored by UTIMCO such as the
Separately Invested Fund. Performance of the Total Endowment Assets is
measured net of fees, meaning performance is measured after factoring in all

administrative and other fees incurred for managing the Total Endowment
Assets.
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Appendix A

Performance Incentive Award Methodology

(for Performance Periods beginning en or after July 1, 2006)

L Determine “Incentive Award Opportunities” for Each Participant'

1—Step 1. Identify the weights to be allocated to each of the three Performance

Goals for each Participant’s Eligible Position. The weights vary for
each Ehglble Posm()n each Performance Period Peglod and are set forth en
o , . _ sxarnle : ,l_l!
Table 1 on A endi C for the applicable Performance Per d. The
total of the weights ascribed to the three Performance Goals must
add up to 100% for each Participant. For example, Table I on
Appendix C may reflect for a Performance Period for the President
and CEO that the weight allocated to the Entity Performance Goal is
70%, the weight allocated to the Asset Class Performance Goal is 0%,
and the weight allocated to the Individual Performance Goal is 30%.
The-total-of the-weights-aseribed-to-the-three-Performance-Goals-must
addup-to-1o08ctorcach-Participant:

2-Step 2. Identify the percentage of base salary for the Participant’s Eligible

Position that determines the Performance Incentive Award for
achievement of the Threshold, Target, and Maximum levels of the
Performance Goals. The percentages vary for each Eligible Position
each Performance Period and are set forth in the—chartin-Section

%@}Tabge 1_on Appendix C for the applicable Performance Period.
For example, Table 1 on Appendix C may show that for a
Performance Period the applicable percentages for determining the

Performance Incentive Award for the President and CEO isare 18% of
his or her base salary for achievement of Threshold level performance of
all three Performance Goals, 90% of his or her base salary for
achievement of Target level performance of all three Performance
Goals, and 180% of his or her base salary for achievement of Maximum
level performance of all three Performance Goals.

3-Step 3. Calculate the dollar amount of the potential Threshold, Target, and

Maximum awards_(the “Incentive Award Opportunities”) for each

! These Incentive Award Opportunities represent amounts that each Participant will be awarded if he
or she achieves his or her ?erformance Goais at varymg levels and are calculated at the begmmng of each
Performance Period or, if 1a




Performance Incentive Award Methodology

Participant by multiplying the Participant’s base salary for the
Performance Period by the applicable percentage in(from Step #2
above). For example, assuming the President and CEO has a base salary

of $450,000for-the-yeard95,000 for a Performance Period, based on

the assumed percentages set forth in Step 2 above, the President and
CEO will be eligible for-an-award-of a total award of $81:00089,100

(18% of his or her base salary) if he or she achieves Threshold level
performance of all three Performance Goals, $465,000445.500 (90% of
his or her base salary) if he or she achieves Target level performance of
all three Performance Goals, and $810;000891.000 (180% of his or her
base salary) if he or she achieves Maximum level performance of all
three Performance Goals.

4-Step 4. Because a Participant may achieve different levels of performance in
different Performance Goals and be eligible for different levels of
awards for that achievement (e.g., he or she may achieve Target
performance in the Entity Performance Goal and be eligible to receive a
Target award for that goal and achieve Maximum performance in the
Individual Performance Goal and be eligible to receive a Maximum
award for that Performance Goal), it is necessary to determine the delar
amount-{the-=Incentive Award Opportunity™) of the Threshold, Target,
and Maximum award for each separate Performance Goal_(and, because

achievement of the Equity Performance Goal is determined in part
by_achievement of the Total Endowment Assets and in part by
achievement of the Intermediate Term Fund, a Threshold, Target,
and Maximum Incentive Award Opporfunity separately for_the
TEA and the ITF must be determined). This is done by multiplying
the dollar amount of the Threshold, Target, and Maximum awards for
the performance of all three Performance Goals calculated in Step #3
above for the Participant by the weight allocated for that Participant to

the pamcular Performance Goal——llei:e%amp}e—as{leteﬁmﬂeé—m—&ep—#%

;andi furtgerz lg_x mu!tlglgmg
the Incentive Award ) tuni for the Equity Performance
the weight ascribed to achievement of the Total Endowment Assets

(85%) and by the weight ascribed fo_achievement of the
Intermediate Term Fund (15%)).

AL



Performance Incentive Award Methodology

5-Step 5. After StepSteps #3 and #4 above isare performed for each of the three

levels of performance for each of the three Performance Goals, there
will be ninel2 different Incentive Award Opportunities for each
Participant. For example, for the President and CEO (based on a-Base
Salary-of-$450,000-for-the—vear),-the-ninean assumed base salary of
$495.000, the assumed weights for the Performance Goals set forth
in Step 1 above, and the assumed percentages of base salary for the
awards set forth in Step 2 above), the 12 different Incentive Award

Opportunities for achievement of the Performance Goals for the
Performance Period are as follows:

Incentive Award Opportunities for President and CEO
(based on assumed base salarv of $495.000)

Performance Goal/Weight

Entity (70%:TEA v, Peer

Threshold Level Target Level Maximum Level
Award Award Award
$56,700533,015 | $283:500265,07 | $567:600530,145

3

Asset Class (09%) $0 $0 $0
Individual 36% $24,30026,730 $121.500 $243.000267,300
133,650
Total-(406%) $81;00089,100 | $465,000445.50 | $816,000891,000
(18% of salary) 0 {180% of salary)
{90% of salary)
1L Calculate Performance Incentive Award for Each Participant

6———DetennineStep 6. Identify the achievement pereentagespercentiles or

achieved basis points that divide the Threshold, Target, and Maximum
levels for each Performance Goal. These divisions are-set-forth-in-the

chartin-Section-5-3(¥)-for_the level of achievement of the Entity and
Asset Class Performance GO&IS%@*&&M&VQ—G&%@—%

en—theasse@&wxéer—th&t—?ame*pam—s&ﬂvesﬁﬂeﬂt—eeﬁ%el are set f rth in

the table for the applicable Performance Period (i.e., Table 2, Table

3, Table 4, or any later table set forth on Appendix D, as a Iicabie .

The measurement for the level of achievement (i.e., Threshold, Target,

or Maximum) for the Individual Performance Goal is initially

determined each Performance Period by the Participant’s supervisor, if

any, and then is approved (or adjusted) by the Compensation Committee
A3



Performance Incentive Award Methodology

as it deems appropriate in its discretion. If the Participant has no
supervisor, the measurement for the level of achievement for the
Individual Performance Goal is determined each Performance Period by
the Compensation Committee.

7-Step 7. Determine the percentile or basis points achieved offor each ef-the
Performance GealsGoal for each Participant using the standards set

forth in Sections 5.5 and 5.8 of the Compensation Pregram, as
modified in the case of new hires in Section 5.9. Determine the
level of achievement of each Participant’s Individual Performance
Goal.

9-Step 8. Calculate the amount of each Participant’s award attributable to
each Performance Goal by identifying the Incentive Award

Opportunity amount for each Performance al {e.g.. as set fort]
for the President and CEO in the table in Step #5 above)

commensurate with the Participant’s level of achievement for that
Performance Goal (determined in Steps #6 and #7 above). An award

for achievement percentiles in between the stated Threshold, Target, and
Maximum levels is determined by linear interpolation. For example, if
the 5465th percentile_of the Total Endowment Assets portion of the
Entity " Performance Goal has been achieved, itthat percentile is
between the Threshold—(40Target (60™ percentile) and the Target
(60Maximum (75" percentile) levels—To, so to determine the amount
of the award attributable to a-54the 65 percentile achievement_of the

TEA portion of the Entity Performance Goal, perform the following
steps: (i) subtract the difference between the dollar ameuntamounts of
the Threshold—and—Target__and Maximum Incentive Award
Opportunities for the Participant (e.g., for the President and CEO, as
illustrated in the abeve-table;_in_Step #5, the difference is $226:300

($283.500—$56,760265,072 (8530,145-$265,073)); (ii) divide 48 (the
percentile difference between the FhresheldTarget level of &!496{)th

Ad



percentile and the attained level of 5465"™ percentile) by 2015 (the
percentile difference between the Thresheld—level-and-the—Target

levelTarget level and Maximum level) to get the fraction 5/15 to
determine the pro rata portion of the difference between Target and
Maximum_ actually achieved; (iii) multiply the amount determined in
the preceding Step (i) by the percentagefraction determined in the
preceding Step (ii);_($265.072 x 5/15 = $88.357): and (iv) add the
amount determined in the preceding Step (iii) to the—Fhresheld Target
Incentive Award Opportunity for the Participant to get the actual award
for the Participant attributable to each Performance Goal-_($88,357 +

$265.073 = $353,430).

tep 9. In determining the award attributable to the Eguity Performance

Goal, achievement of the Total Endewment Assets portion of the
Entitv Performance Goal (and the commensurate award

weighted at 85% (and then multiplied by the weight assigned to the
Entity Performance Goal for the Participant), and achievement of

the Intermediate Ter und portion of the Equi erformance

Goal (and commensurate award) is weighted at 15% (and then
muliiplied the weight assigned to the Entitv Performance Goa
for_the Participant). For example, assuming a base salary of
$495.000, if the President and CEO achieved the Target level (60th
percentile) of the Total Endowment Assets portion of the Entity
Performance Goal and achieved the Maximum level (+65 bps) of the
Intermediate Term Fund portion of the Entitv Performance Goal,
he or she would have earned an award of $358.628 for his or her
level of achievement of the Equity Performance Goal as follows:
$265.073 for Target level of achievement of the TEA portion of the
Equity Performance Goal (.85 x .70 x $445,500); plus $93.555 for
Maximum level of achievement of the ITF portion of the Equity
Performance Goal (.15 x .70 x 891,000),

16-Step 10. No award is given for an achievement percentile below Threshold,
and no award above the Maximum award is given for an achievement

percentile above the Maximum level. Ee;e*ampk}ﬂ#theﬁ_rg * percentile

H+———AddStep 11. Subject to any applicable adjustment in Step #12 below,
add the awards determined in StepSteps #8 and/er-Step #9 above for

each Performance Goal (as modified by Step #10) together to
determine the total amount of the Participant’s Performance Incentive

Award for the Performance Period.




Step 12. In the case of any Participant who becomes a Participant in the

Performance Incentive P after the first dav of the applicable

Performance Period. such Participant’s Performance Incentive
Award (determined in Step #11) will be prorated to reflect the
actual portion of the Performance Period in which he or she was a
Participant. In_the case of a Participant who ceases to be a
Participant prior to the end of a Performance Period, his or her
entitlement to _any Performance Incentive Award is determined
under Section _5.10 and, in the case of such entitlement. such
Participant’s Performance Incentive Award, if any, will be prorated
and adjusted as provided in Section 5.10.
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APPENDIXAppendix B

UTIMCO BEER GROM

PPeer Group

Brown University

California Institute of
Technology

Case Western Reserve
University

Columbia University
Cornpell University
Dartmouth College

Duke University

Emory University
Grinnell College

Johns Hopkins University

Massachusetts Institute of
Technology

New York University
Northwestern University

Ohio State University and
Foundation

Princeton University
Purdue University
Rice University
Stanford University

The Rockefeller University

The Texas A&M University
System and Foundations

UNC at Chapel Hill and
Foundations

University of California
University of Chicago
University of Michigan

University of Minnesota and
Foundation

University of Notre Dame
University of Pennsylvania
University of Pittsburgh
University of Rochester

University of Southern
California

University of Virginia
University of Washington
Vanderbilt University
Washington University
Wellesley College
Williams College

Source: Cambridge Associates. Represents University endowments (excluding Harvard, Yale
and Total Endowment Assets) with total assets in excess of $1 billion as of each fiscal year end
June 2003, 2004, and 2005.
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Eligible Positions
- Weightings
- Incentive Award Opportunities for each Eligible Position
{for each Performance Period)
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TABLE 1 (2005/2 Performance Perio

Weighting
Asset Incentive Award Opportunity (% of Salary}
| Eligible Position Entity Class Individual < Threshold Threshold Target Maximum
Investment Professionals
President, CEC & CIO 0% 0% 36% 0% 18% 90% 180%
Deputy CIO & MD of Marketable Alt. Envest. 40% 4% 20% 0% 13% 65% 130%
Risk Manager T6% 0% 30% 0% 12% 60% 120%
MD, Public Markets Invest, 20% 0% 20% 0% E2% 60% 120%
MD, Inflation Hedging Assets 20% 0% 2% 0% £2% 60% 120%
Co-MD, Noa-Marketable Al Inv {n=2) 30% 50% 20% 0% 2% 60% 120%
Manager of Operating Fund Investments 20% 60% 20% 6% 10% 50% 100%
Portfolio Manager, Eqguity Invest, 20% 60% 20% 0% 18% 50% 1060%
8r. Portfolio Mgr., Fixed Income invest, 20% G0% 20% 0% 16% 50% 166%
Portfolio Manager, Fixed Income Envest. 20% 60% 20% 0% 16% 50% 160%
Analytical Support-Investment 20% 60% 20% 0% 5% 25% 50%
Analytical Support-Risk Management T0% 0% 30% 0% 5% 25% 50%
Operations/Support Professionaly
MB, Accounting, Finance & Admin, 20% 0% 80% 0% 10% 50% 100%
MB, Information Technology 20% 0% 86% 0% 10% 50% 100%
Manager, Finance & Administration 20% 0% 80% 0% 5% 25% 50%
Manager, Investment Reporting 20% 0% 80% 0% 5% 25% 50%
Manager, Portfolio Accounting & Ops, 20% 0% 204 0% 5% 23% 50%
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Appendix D

Benchmarks for Asset Class

Threshold, Target, and Maximum Performance Standards
(for Performance Periods beginning on or after July 1, 2006)

Performance Standards for Intermediate Term Fund

(for Performance Periods beginning on or after July 1, 2006)

E
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TABLE 4 (7/1/06 through 6/30/07)

P fio Wei
olicy Portfolio Weights Performance Standards
Total
Endowment ITF
Assets
Asset Class Benchmark (% of Portfolio) (% of Portfoliv) Threshold Target Maximam
Entity: Peer Group (Totat Endowment Funds) Z:s"e‘tg"“" {Endowments w/>$1 B nia wia 40tk %ile G0th %ile TSth %ile
Entily: Benchmark (Intermediate Term Fund) Policy Portlolio n/a nfa +Hops  +I2S5bps  +65 bps
US Public Equity Russell 3008 Index 20% 15% +0 bps +31 bps  +62 bps
! Non-1J§ Developed Equity MSCI EAFE Index with net dividends 10% 5% +0bhps  +3T.5bps  +75 bps
i Emerging Markets Equity MSCI Emerging Markets index with nat % 5% +0 bps +75 bps  +150 bps
dividends
Directional Hedge Funds Coembination index: 50% S&P Event- 10% 12.5% +0 bps +65 bps  +130 bps
Driven Hedge Fund Index plus 50%
S& P Directional/Tacticat Hedge Fand
Index
Absojute Return Hedpe Funds Combination index: 66.7% S&P Event- 15% 12.5% +Q bps «50 bps 146G bps
1 Driver Hedge Fund Index plus 33.3%
| S&P Arbitrage Hedge Fund Index
G
Private Equity Custom Benchmark Created from 1% +0bps  +103.5 bps +207 bps
, Venture Beonomics Database %
Venture Capital Custom Benchmark Created from 4% +0 bps  +103.5 bps +207 bps
Venture Economics Database 0%
, REITS Dow Jones Wilshire Real Estate 5% . +0bps  +375bps +73bps
i Secarities Iadex 10%
Commodities Combination index: 66.7% {oeldman 3% 5% +Qbps +17.5bps +35 bps
Sachks Commodity Index minus 5%
. plus 33.3% DI-AIG Commodity Index
; TIPS Lehman Brothers US TIPS Index 5% 10% +Qbps  +25bps 45 bps
Fixed Income i,:{:zen::an Brothers Aggregate Bord 10% 25% +0bps  +i2.5bps  +25 bps
Cash 96 day t-bills 0% 0% +Obps  +0bps 0 bps
|




Agenda ltem:

Developed By:

Presented By:

Type of item:

Description:

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCO Board Meeting
July 13, 2006

Report from Compensation Committee on discussion and consideration of Eligible
Positions, Weightings, and Incentive Award Opportunities for UTIMCO
Compensation Program Participants for the 2006-2007 performance period.

Boldt
Ferguson, Boldt
Action item; Action Required by UTIMCO Board

The Compensation Program states that the UTIMCO Board will confirm Eligible
Positions, Weightings and I[ncentive Award Opportunities for each performance
period. The Incentive Award Opportunity is determined by the UTIMCO Board and
is expressed as a percentage of base salary earned during the performance period.
The Eligible Positions, Weightings and Incentive Award Opportunities are reported in
Table 1, section 5.5 for the 2005-2006 performance period.

The Compensation Committee recommends that the UTIMCO Board approve the
proposed changes to the Eligible Positions, Weightings, and Incentive Award
Opportunities.

Committee and staff will discuss proposed changes to the Eligible Positions,
Weightings, and Incentive Award Opportunities based on the resuits of the 2006
Mercer Compensation Assessment and Incentive Plan Review and the 2006 CEO
Evaluation Letter.

UTIMCO Compensation Program



RESOLUTION RELATED TO ELIGIBLE POSITIONS, WEIGHTINGS, AND
INCENTIVE AWARD OPPORTUNITIES

RESOLVED, that the UTIMCO Board hereby approves the Eligible Positions, Weightings,
and Incentive Award Opportunities for Participants in the UTIMCO Compensation Program
(the “Plan™) for the 2006-2007 performance period, as presented, and that the Eligible
Positions, Weights, and Incentive Award Opportunities be approved for inclusion in
Appendix C of the Plan.
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Agenda ltem:
Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 13, 2006

Discussion and Consideration of UTIMCO 2006-2007 Budget

Lee, Moelier, Boldt

Boldt, Moeller

Action required by UTIMCO Board; Action required by Board of Regents

This agenda item presents the recommended UTIMCO 2006-2007 Operating
Budget, Capital Budget, and Fee Schedule for UTIMCO Board approval. The
presentafion includes a comprehensive overview of ali operating and investment
expenses and an analysis of current and projected cash reserves.

UTIMCO staff recommends that the UTIMCO 2006-2007 Operating Budget, Capital
Budget, and Fee Schedule be approved as presented.

UTIMCO staff recommends a fotal operating budget of $56,122,249 for the 2006-
2007 fiscal year, a 15.6% increase over the prior year. One primary reason for the
increase in the fotal budget is the costs associated with managing the new
Intermediate Term Fund (ITF). The prior year budget only included a partial year of
expenses for this new fund. The current year budget inciudes a full year of both
operating and direct fund expenses for the ITF. A complete analysis of all elements
of the budget and the reasons for all changes are included in the analysis. In
addition, an analysis of our cash reserves is included.

UTIMCO 2006-2007 Operating Budget



RESOLUTION RELATED TO BUDGET

RESOLVED, that the Corporation’s Operating Budget, Capital Budget,
and Fee Request for the period September 1, 2006 through August 31,
2007 be, and is hereby approved, subject to approval by the U. T. System
Board of Regents.
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NVESTMENT MANAGEMENT GOMPANY

July, 2006




Guiding Principles

= Continue decentralized budget process consistent with the specialist
organizational structure. Managing Directors and Managers have budget
responsibility, final budget decisions are still made by CEO.

= Complete transition of organizational structure; modifying where necessary
to complement the first full year of the new ITF Funds.

= Add additional staff and resources necessary to efficiently and effectively
manage the operations of the new ITF Funds.

= Continue to maintain favorable relative cost comparisons for UTIMCO costs
using Cambridge Associates Cost-Study data.

July, 2006 2



Apr 25t
May 5t
May 24t
May 31st
May 31st
Jun 1st.gth
Jun 13
Jun 14
June 21st
Jun 29t
July 13

Aug 10t

Process & Timeline Overview

Completed February Financial Statements & Year End Projections
Distribute Budget Packet and Detailed Instructions to Managing Directors
Budget Worksheets due back from CEQ and Managing Directors
Initial Draft of Comprehensive Budget to CEO

Draft UTIMCO Services Budget to UT System

CEO Detailed Budget Review

Compensation Committee & Board Approval of Salaries

Draft Direct Funds Budget to UT System

Initial Comments Back from UT System

Budget Documents included in UTIMCO Board Packet

Budget Review and Approval by UTIMCO Board

Budget Review and Approval by UT Board of Regents

July, 2006 3



Budget Overview

Proposed Budget
2006-2007 Increase
Fiscal Year (Decrease)

UTIMCO Services 12,702,980 1,268,678

Direct Costs to Funds 43,419,269 | 6,307,578

7,576,256

0.013%

July, 2006




Tag Universiry or TEXAS
fvESTRERT FARAGEMERT GOMPARY

Budget

UTIMCO Services

Salaries and Wages + vac
Bonus Compensation + Earnings
Total Compensation

2004-2005

2005-2006 2006-2007
Actual Budget Projected Budggt
4,203,100 5,042,055
2,094,447 1,648,224
6,297,547 6,690,279

Total Payroll taxes
403(b) Contributions
Group Health,Dental, AD&D,Life,Groupt.TD

Employee Benefit Services

e

Controls Assessment (Sarbanes Oxley)
Printing

Bank fees

Rating agency fees

Legal Fees

Background Searches & Other

Other Directs Total

313,637

298,759

304,359
315,457
3,949

375,114
477,397
5,450 |

OOy _TFOVE

Q
132,196
5,332
21,982
932,525
23,481

_ART OR1 I
122,110

163,790
0
10,646
764,483
51,462

2,173,835

Variance: Over (Unﬁer) Budet

2,133,187

% Change from|
2006 Budget

2.7%
15.0%
-21.4%

6,140,008

6,244,635

$ 38,146,853 | $ 44,004,785 | $ 48,545,992

$ 54,057,134 | $ 56,122,247

15.6%

Total for Recurring Operations
Variance: Over (Under) Budet

Managy

5,857,932

5,511,142




Key Points — UTIMCO Services Budget

= Qverall Budget Increase of $1,268,678 or 11.1%.

= This part of the UTIMCO Budget represents .066% of Assets Under Management;
an increase of .001% over the 2005-2006 approved budget.

= $440,011 or 35% of the increase is directly related to new staff positions (4) needed
to enhance ITF services and hire a full time compliance staff member as
recommended by the UT System Audit Office.

= $359,022 or 28% of the increase is for personnel related costs for existing staff.
Overall staff salaries increased 4.63%. Other minor increases are for insurance and
employee benefits.

= $469,545 or 37% of the increase is related on-going operating costs, almost all of
which is related to lease costs in the new facility, where (because we negotiated free
occupancy in the new lease agreement) we have no lease expenses in the current
year.

July, 2006 6



Capital Budget Request

New Proposed Capital Expenses
Computer Server Replacements and Related Software Licenses $ 75,000

Staff Computer and Monitor Replacements 15,000
Phones and Related Equipment 6,000
Software License Upgrades (Primary SQL and Exchange) 10,000
Allowance for Office Artwork and Framing 15,000
Allowance for Computers - 4 New Staff 16,000
Additional Furniture Purchases 30,000
New Asset Purchases $167,000

July, 2006




Key Points — Direct Funds Budget

" Overall Budget Increase of 17% or $6,307,578.

5 This part of the UTIMCO Budget represents .224% of Assets Under Management, an increase of .012% over the
level in the 2005-2006 approved budget.

" Almost ail of this increase is attributable to increased external manager fees resulting from 3 factors:
1. The amount of the external manager fees will increase because the ITF will exist for the full budget year.
The prior budget only had a partial year estimate for these expenses.
2. With the departure of our REITS Internal Manager, we were forced to hire an external manager, resulting
in a management fee increase of approximately $2.4 million.
3.  We have enhanced the methodology of estimating the performance-based external manager fees that
results in a higher, though more accurate, estimate of these performance fees.

" We have also recognized significant cost reductions (47%) in our custodian fees, resulting in a savings of
almost $1.1 million.

= Consultant fees have increased with the addition of a proposed Risk Consultant and an advisor to Marketable
Alternatives staff.

u Legal Fees have increased because we have 1) entered into more complex transactions, increasing the cost per
investment, and 2) the number of investment opportunities has increased significantly.

July, 2006




New Staff Positions

Sr Analyst - Quantitative
With our continued emphasis on “Value-Added”, this staff position would be dedicated to specifically research,
synthesize, and structure potential intemally managed high PVA investments on behalf of the UT Endowments
(functions that existing staff have not had time to pursue). This would help ensure future implementation of some
direct investment or hybrid applications, overlays, and long and short positions in first and second-order derivative
investment ideas {volatility, structured products) that are key to future success.

Analyst — Public Markets - ITF
This analyst will be responsible for assisting with the research, analysis, and recommendation of active managers and
investment ideas that will facilitate the growth and success of the Intermediate Term Fund.

Compliance Officer / Staff Member
This position was recommended by the UT System Audit Office and we envision the duties and responsibilities to
include annual updating of investment risk assessment and testing, development and updating of investment
compliance policies, monitoring compliance of investment policies and investment guidelines by internal and external
managers, monitoring compliance with external manager contracts, and reporting to the Chief Compliance Officer and
the UTIMCO Board. These functions are currently performed by accounting staff, in addition to their full time
accounting responsibilities.

Administrative Assistant - Accounting & Operations
This position would report directly to the Manager of Investment Reporting and the Manager of Accounting &
Operations. Their responsibilities would include advance word processing and computer skills necessary to prepare
and maintain the various accounting and performance reports, including financial statements for the funds. They
would also provide valuable administrative assistance to the other 10 accounting staff members, thus allowing them fo
make better use of their time and focus their efforts on priorities and new initiatives.

July, 2006
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Projected Cash Reserves

Cash Reserves at 2-28-2006

Cash 3,851,171
investments 0
"Prepaid Expenses 586,140
Less: Accounts Payable {(1,717,2986)
Deferred Rent 0
Additional Projected Surpius thru August 31, 2006 391,268
Expected Cash Reserves @ 8-31-2006 $ 3,111,283
2007 Proposed Operating Budget 12,702,980
Applicable Percentage 25% 3,175,745
2007 Proposed Capital Expenditures 167,000 167,000
Required Cash Reserves $ 3,342,745

[ Conclusion: No Surplus Cash Reserves Will Exist to Rebate back to the UT Investment Funds

July, 2006




UTIMCO 2005 - 2006

Proposed Fee Schedule

Separate
Proposed Budget Fund Name Funds Total
fili
Market Value 2/28/06 ($ millions) 9,798.6 866.0 4,262.4 » 29200 1084.8 326.9 19,358.7
5,228.4 (3)
UTIMCO Services(1) 5,873,286 161,673 3,530,819 2,537,204 12,702,980
Direct Expenses of the Fund
Extemal Management Fees 9,293,270 [¢] 0 4,873,976 2,679,852 N/A (2) 16,847,098
External Management Fees - Performance Based 11,371,179 o] 0 5,938,141 3,276,529 20,585,848
Gther Direct Costs 2953528 18,863 160,248 1,845,533 1,008,148 5,986,321
Total Direct Expenses of the Fund 23,617,976 18,863 160,249 12,657,650 $,964,530 [t} 43,419,260
TOTAL 29,491,262 780,536 3,601,068 12,657,650 8,501,734 N/A (2) [} 56,122,248
Percentage of Market Value
UTIMCO Services 0.060% 0.079% 0.083% 0.000% 0.087% 0.060% 0.000% 0.086%
Direct Expenses of the Fund 0.241% 0.002% 0.004% 0.242% 0.239% 0.000% 0.000% 0.224%
TOTAL 0.301% 0.081% 0.087% 0.242% 0.325% 0.000% 0.000% 0.290%
2006 Costs by Comparison 0.288% 0.080% 0.090% 0.17% 0.236% 0.000% 0.000%

Cost Differential

Summary of Cost Component Changes:
Increase for Recurring UTIMCO Cperating Costs 0.001%
Increase to ITF Expenses - Full Year 0.004%
Increase to On-Going Direct Fund Expenses

{1} Afiocation Hatio: PUF-46%, PHF-6%,l.TF-29%, ITF-18%

{2) Income is net of fees

{3) Pooled Fung for the collective invesiment of the PHF and LTF
{amounts may not foot due to rounding adjusiments)

July, 2006
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Agenda item:

Developed By:
Presented By:

Type of item:

Description:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 13, 2006

Discussion and Consideration of Recommended Permanent University Fund
Distribution Amount

Boldt, Moeller
Boldt

Action Item; Action Required by UTIMCO Board; Action required by U.T. System
Board of Regents

The Permanent University Fund ("PUF”) Investment Policy Statement provides the
guidelines to calculate the distribution amount and provides the spending policy
objectives of the PUF. The recommendation for the distribution amount is discussed
in the aftached Recommendation of PUF Distribution Amount and is based on the
PUF Investment Policy Statement.

UTIMCO staff recommends that the UTIMCQO Board approve the distribution from
the PUF to the Available University Fund in the amount of $400,685,603 for fiscal
year 20068-07. The proposed amount is an increase of 12.1% over the prior year
distribution of $357,337,255.

Recommendation of PUF Distribution Amount
PUF Investment Policy Statement



RESOLUTION RELATED TO PUF DISTRIBUTION AMOUNT

RESOLVED, that the annual distribution amount for the Permanent University Fund be
increased from $357,337,255 to $400,685,603 for fiscal year 2007, effective with the
September 1, 2006 distribution; and

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



Recommendation of PUF Distribution Amount

The PUF Investment Policy states that the annual distribution from the PUF to the AUF shall be an
amount equal to 4.75% of the trailing 12 - guarter average of the net asset value of the PUF for the
quarter ending February of each fiscal year. Per this formula, the amount to be distributed from the

PUF for Fiscal Year 2006_—2007 is $400,685,603 as calculated below:

Quarter Ended Net Asset Value

531103 8,850,946,583

8/31/03 7,244,827 576

11/30/03 7,655,088,067

2/28/04 8,218,934,425

5/31/04 7,087,992,228

8/31/04 8,087,877,617

14/30/04 8,648,150,213

2/28/05 8,832,164,283

5/31/05 8,899,839,516

8/31105 8,426,742,792

11/30/05 4,664,640,080

02/28/06 §,798,633,228

$ 101,225,836,608

Nurnber of Quarters 12
Average Net Asset Value $ 8,435.486,384
Pistribution Percentage 4.75%
FY 2008-07 Distribution $ 400,685,603

Article VI, Section 18 of the Texas Constitution requires that the amount of distributions to the AUF
be determined by the U.T. Board of Regents in a manner intended to provide the AUF with a stable
and predictable stream of annual distributions and to maintain over time the purchasing power of
PUF investments and annual distributions to the AUF. The Constitution further limits the
U.T. Board’s discretion to set annual PUF distributions to the satisfaction of three fests:




The amount of PUF distributions to the AUF in a fiscal year must be not less than the amount
needed to pay the principal and interest due and owing in that fiscal year on PUF bonds and
notes. The proposed distribution of $400,685,603 is substantially greater than scheduled
PUF Debt Service of $136,523,348 projected for FY 2006-2007.

System Debt Service
U.T. § 91,386,688
TAMU 45,136,660
Total § 136,623,348
Sources: U. T. System Office of Finance
Texas ASM University System Offlce of Treasury
Services

The U. T. Board may not increase annual PUF distributions to the AUF (except as necessary
to pay PUF debt service) if the purchasing power of PUF investments for any rolling 10-year
period has not been preserved. As the schedule below indicates, the average annual
increase in the rate of growth of the value of PUF investments (net of expenses, inflation,
and distributions) for the trailing 10-year period ended February 28, 2006 was 3.77%, which
indicates that the purchasing power test was met.

Average Annual Percent

Rate of Total Return 9.78%
Mineral Interest Receipis 1.46%
Expense Rate {0.18)% (1)
inflation Rate {2.58)%
Distribution Rate (4.71)%
Net Reai Refurn 37T%

(1) Pald from AUF ungil 1/01/00

The annual distribution from the PUF to the AUF during any fiscal year made by the

U. T. Board may not exceed an amount equal to 7% of the average net fair market value of
PUF investment assets as determined by the U. T. Board, (except as necessary to pay
PUF bonds debt service). The annual distribution rate calculated using the trailing 12 -
quarter average value of the PUF is within the 7% maximum allowable distribution rate.

Proposed
Distribution
asa%of Maximum
Vaiue of PUF Proposed Value of PUF Allowed
nvestments (1) Distribution Investments Rate
$8,435,486,384 $400,685,603 4.75% 7.00%

{1) Source: UTIMCC



TAB7



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

Description:

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 13, 2006
Discussion of Investment Environment and Opportunities
Boldt
Boldt

Information ltem

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

None

We hope to get input from Board members on issues, concerns, and opportunities in
the current investment environment. The conversation will be unstructured and
open-ended. Staff will come prepared to initiate discussions on several topics, but
we are far more interested in what Board members want to talk about. We would
like to come away from each of these sessions with at least one “fat pitch”
investment idea.

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

Description:

Recommendation:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
July 13, 2006

Discussion and Consideration of Hedge Fund Benchmark lssues

Boldt, Iberg

Boldt

Action required by UTIMCO Board; further action required by U.T. Board of Regents

This item pertains to recent ongoing and disruptive developments impacting the MA
benchmark for the Hedge Fund asset class and a recommendation 1o adopt a new
benchmark for the Hedge Fund asset class, the MSCI Investable Hedge Fund index
effective January 1, 2006.

Subject to approval of the U.T. Board of Regents, amend Exhibit A of the Investment
Policy Statements for the PUF, GEF, and the [TF, to adopt a new benchmark for the
Hedge Fund asset class effective January 1, 2006 for the PUF and GEF and
February 1, 2006 for the ITF, and recommend to the U.T. Board of Regents that,
following their approval of such amendments, the investment performance reports
for the PUF, GEF and ITF should be restated consistent with such amendments.
Also, upon adoption of the new benchmark by the U.T. Board of Regents, authorize
staff to update Hedge Fund benchmark in the UTIMCO Compensation Program
(Tables 3 and 4) in accordance with the approved effective date.

Since September 2005, the MA Group has used a composite of Standard & Poors
(S&P) ‘“investable” hedge fund indices as the benchmark for the hedge fund
portfolio. The integrity and reliability of these indices have been called into question
since the investment manager, PlusFunds, had disputed dealings with Refco in late
2005 and subsequently filed for bankruptoy in early 2006, UTIMCO Staff has
conducted a thorough review of alternative benchmark solutions for the portfolio and
recommends a new benchmark, MSCI Investable Hedge Fund Index, be used for
the Hedge Fund asset class, which includes Directional and Absolute Return Hedge
Funds, effective January 1, 2006 for the PUF and GEF, and February 1, 2006 for the
ITF. January 1, 2006 is recommended as the first starting date for the new
benchmark as this date coincides with Refco's claim against PlusFunds, the catalyst
that created the disruptive developments surrounding the S&P investable indices.
Details are more fully described in the attached letter to the UTIMCO Board dated
June 22, 2006. The effect of the retroactive change for the period of January through
April of 2006 is a reduction in the benchmark performance of -.06%. The effect of
the retroactive change for this four month period on the policy portfolio benchmarks
for the PUF and GEF is a reduction of -.02%. The effect of the retroactive change
for the ITF's policy portfolio benchmark for the period of February through April of

' 2006 is a reduction of -.08%. The effect on the asset class benchmark for this three

month period is a reduction of -.34%.

On June 28, 2006, S&P announced that due to the diminishing number of managed
accounts and their distribution in the index as of July 1, 2006, the S&P investable



Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
July 13, 2006

hedge fund indicies will not be representative of the broad range of strategies that
hedge funds employ and therefore will no longer be published.

Attachments: Bob Boldt's June 22, 2006 letter to UTIMCO Board, Dow Jones
Newswire Story dated June 2, 2006, S&P press release dated June 28, 2006,
UTIMCO Staff position paper, Cambridge Associates supporting recommendation
and a marked version of Exhibit A of the Investment Policy Statement for the PUF,
GEF, and ITF showing the benchmark change.



RESOLUTION RELATED TO EXHIBIT A AND RESTATEMENT

RESOLVED, that amendments to Exhibit A of the Investment Policy Statements of
the Permanent University Fund (PUF), General Endowment Fund (GEF) and
Intermediate Term Fund (ITF) establishing a new benchmark for Hedge Funds,
effective January 1, 2006 for the PUF and GEF and February 1, 2006 for the ITF, all
as presented be, and are hereby, approved, subject to approval by the U. T. System
Board of Regents; and further

RESOLVED, that the Board recommends to the U.T. System Board of Regents that,
following their approval of such amendments to the Investment Policy Statements,
the investment performance reports for the PUF, GEF and [TF should be restated
consistent with such amendments; and further

RESOLVED, that, upon approval of such amendments by the U.T. System Board of
Regents, the Hedge Fund benchmark in the UTIMCO Compensation Program
(Tables 3 and 4) shall be updated consistent with such amendments.




Tre Onevensiay oF TExAs
INVESTHENT MARAGEMENT Comparer

June 22, 2008

MEMORANDUM
TO: The University of Texas Investment Management Company - Board of Directors
H. Scott Caven, Jr., Chairman Colleen McHugh
Woody L. Hunt, Vice-Chairman Erle Nye
Mark G. Yudof, Vice-Chairman for Policy ~ Robert B, Rowling
Clint D. Carlson Charles W. Tate
J. Philip Ferguson
FROM: Bob Boldt and Cathy tberg

SUBJECT: Recent Developments with S&P Hedge Fund Index

We want to inform you of recent and ongoing developments impacting the S&P Hedge Fund Index and its
related sub-indices. As a reminder, since September 2005, the Marketable Alternatives Group has used a
composite of S&P “investable” Indices as the benchmark for the MA portfolio. The S&P Hedge Fund
investable Indices are managed by PlusFunds (a typical fund-of-funds manager) under a license
agreement dated December 20, 2001 via managed accounts in the SPhinX fund names. Approximately 40
hedge fund managers agreed to manage separate accounts for PlusFunds to be constituents of the S&P
Indices. Separate accounts were required because the hedge fund managers also had to agree to provide
monthly liquidity for both contributions and withdrawals. We had selected this set of Indices as our
benchmarks for the Absolufe Return and Directional Hedge Fund pools at UTIMCO because of the
reputation of the provider (S&P, not PlusFunds), the fact that the Indices were actually investable, and the
close degree of correlation between the Indices and the actual performance of our hedge fund pools.

Unfortunately, Standard and Poors has done an exceptionally poor job of managing a difficult situation that -
has arisen with its PlusFunds partner, and as a result, the S&P Indices are no longer reliable as
benchmarks. As indicated above, PlusFunds is the investment manager hired to manage the funds
underlying the Indices through a licensing agreement with S&P. In addition to the S&P Hedge Fund Index
funds managed on behalf of S&P, PlusFunds also had agreements with Refco to manage alterative
investment vehicles. As you know, Refco filed for bankruptcy protection in October of 2005, It was these
agreements with Refco that have now resulted in the demise of PlusFunds. Approximately $312 milfion in
coliateral held by Refco for PlusFunds for the managed accounts under their relationship with Refco
became a potential claim for the benefit of Refco creditors as a part of the Refco bankruptcy process. A
portion of these assefs were in an account included in the S&P Managed Futures sub-index which was a
constituent of the overall S&P Hedge Fund Index, and, therefore, also a constituent of UTIMCO's
benchmarks for the Marketable Alternatives hedge fund pools. In December, 2005, Refco creditors sued



PlusFunds alleging that assets had been transferred from Refco to PlusFunds at a time when Refco was
not releasing assets to other investors. As a result of this suit, the Refco bankruptey judge froze $312
million in the SPhinX Managed Futures Fund, the index fund that had been jointly managed by PlusFunds
and Refco, This claim was seftled in April, 2006, forcing PlusFunds to refurn $263 million of its clients’
assets to Refco creditors. As a general partner with no assets and a liability of $263 million to its limited
partner clients, PlusFunds filed for bankruptcy protection in March, 2006, The three top executives at
PlusFunds have resigned and assets under management at the firm have fallen sharply (but not to zero!).
Incredibly, S&P did not disclose any of these issues publicly, and by continuing to post daily returns from
the now-dysfunctional Indices, may be actually encouraging ongoing investments by ill-informed investors!
When the PlusFunds/Refco managed futures account value went to zero when the bankruptey judge froze
the collateral, S&P simply dropped that fund from the Index (without counting it as a -100% return) and
calculated the value of the Index on the basis of the other constituents. We now know that several hedge
fund managers that were managing separate accounts included in the Indices have closed the separate
accounts at PlusFunds, and thus, the number of managers behind the indices has fallen well below the
number any reasonable person would consider “representative.” In fact, it is hard for us to understand why
any respectable hedge fund manager would continue fo manage accounts under the current circumstances
unless there are contractual covenants or the managers are simply not aware of the facts.

S&P is in full "fortress mode” at this time. Cathy and her team have had conversations with top S&P
managers and were astonished by their responses to very basic questions. S&P still contends the retums
published for the indices are “reliable.” S&P has no control over the management company responsible for
the funds carrying the S&P brand name! In fact, in March of 2006, S&P filed an objection with the US
Bankruptcy Court to forbid PlusFunds from assigning the S&P licensing agreement to another entity but this
objection was overruled following a contested hearing in April. PlusFunds entered into a potential sale of
substantially all their assets including the licensing agreement with S&P, but the deal eventually fell
through, leading PlusFunds to announce on May 9th that it was winding down its affairs. So, in fact, any
entity buying an interest in an S&P Hedge Fund Index today would have its money transferred fo a
bankrupt management company, PlusFunds (or to another company PlusFunds in its sole authority
chooses), with no top employees and very few constituent hedge funds to manage the assets. Yet, the
S&P officials told Cathy they have no current plans to stop providing retum statistics for the Indices! The
fact is that S&P has tremendous reputational and financial risk in this situation and is, in our opinion,
managing that risk very poorly. In addition to the risk of suit by the hoiders of the S&P Indices, there may
be hundreds of million of dollars worth of derivative contracts outstanding based on the Indices, all subject
fo claims that S&P knew about the problems with the Indices and failed to promptly disclose that
information.

All of this leaves us with the task of selecting new Indices for our Marketable Alternatives benchmarks. We
want fo emphasize that no funds managed by UTIMCO were lost or are at risk as a result of this debacle! It
seems to us that the cleanest break is to go back to January 1, 2006, and restate benchmark results going
forward from that point, We have contacted Cambridge Associates and our new staff consultant, Albourne,
an exclusive hedge fund advisory firm, o assist us in making a recommendation for the Board regarding
necessary changes to the benchmark. Unfortunately, this will require a change to Investment Policy
Statements for all the UTIMCO funds. It will also require a change to the benchmarks used fo calculate
performance compensation awards for the 2005 - 2006 Plan year. We plan to present a recommendation
to the UTIMCO Board at the July 13% Board mesting.

Please call Cathy at 512-225-1619 (or emaif at ciberg@utimco.org) with any questions or comments.




ce.

Francie Frederick, Office of the Board of Regents
Jerry Turner, Vinson & Elking

Bruce Myers, Cambridge Associates

Scott Kelley, UT System Office of Business Affairs
Philip Aldridge, UT System Office of Finance

Cathy Swain, UT System Office of Finance

Barry Burgdorf, UT System Office of General Counsel
Keith Brown, UT Austin, McCombs School of Business
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S&P Says PlusFunds Woes Signal Demise Of Hedge-Fund Index
By Joseph Rebello
Of DOW JONES NEWSWIRES
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12:56
Dow Jones Corporate Filings Alert
‘ English
i (c) 2006 Dow Jones & Company, Inc.

oy WASHINGTON {Dow Jones)--Standard & Poor's said it expects to shut down its 4-year-old Hedge Fund Index, one of the first of its
o kind in the country, because of the collapse of & big hedge-fund operator linked to Refco Inc.(RFXCQ).

In papers filed with the U.S, Bankruptey Court in Marhattan, S&P said the colfapse of PlusFunds Group Inc. already has damaged
the reliability of the index. PlusFunds' plan to liquidate two of its Sphinx hedge funds makes the termination of the index all but
! inevitable, S&P said late Thursday.

"It is & question of when - not whether - S&P will have to suspend the dissemination of the HFL," S&P said, referring to the index.
The credit-rating agency said the suspension may occur "in the near future.”

That index, launched in October 2002, was one of the country's first investable hedge-fund indexes. It tracks the daily performance
of nine different hedging strategies, measured by results from about 40 constituent hedge funds.

: PlusFunds, whose Sphinx funds were designed to track the performance of the index, provided some of the performance data
! used by S&P. But its entanglements with Refco landed PlusFunds in bankruptcy proceedings in March, and caused investors In the
! Sphinx funds ko fiee,

] PlusFunds, which once managed more than $2.5 billion in assets, has said in court papers It plans to go out of business by the end
of July. One of its funds, the Sphinx Managed Futures Fund SPC., recently agreed to pay $263 million to settle a lawsuit filed by
Refco's creditors.

The creditors alleged PlusFunds' former chairman, Christopher Sugrue, improperly transferred $312 million in Sphinx funds from
Refco accounts just days before Refco's bankruptcey filing last October. Refco was one of the country's biggest commaodity
brokerages at the time. Sugrue stepped down as PlusFunds' chairman earlier this year.

In its court papers, S&P said eight of the 40 constituent managers in the hedge-fund index have given PlusFunds notice of their
intention to terminate their agreements with PlusFunds.

"In addition, some managers have initiated liquidation of the holdings in thelr managed accounts into cash,” S&P said. "Each
managed account that has liquidated into cash Is no longer representative of the manager's reference fund."

Moreover, S&P said PlusFunds over the last week has "stopped sending S&P the daily report with manager-level returns that it has
been providing for the past three years, because the employee who circulated that report has left.” PlusFunds so far hasn't
provided the monthiy data for April that S&P needs,

PiusFunds has sought court approval to liguidate to Sphinx entities that it directly controls - Sphinx Investment Fund L.P., and
Sphinx Managed Futures L.P. S&P said it didn't object to the liquidation, but wanted to inform all "interested parties” of the
"substantial likelihood that S&P wilt soon be forced to suspend publication of the HFL"

-By Joseph Rebello, Dow Jones Newswires; 202-862-9279; joseph.rebelio@dowjones.com [ 06-02-06 1456ET ]
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'STANDARD
&POOR’S

Press Release

S&P to Suspend Publication of the Managed Account-Based
S&P Hedge Fund Index

New York, June 28, 2006 — Standard & Poor’s, the leading provider of independent investment research,
indices and ratings, announced the following today with regard to the S&P Hedge Fund Index (S&P HFI):

Due to the diminishing number of managed accounts and their distribution in the index as of July 1, 2006, the
S&P HFI will not be representative of the broad range of strategies that hedge funds employ and therefore will
no longer be published. Standard & Poor’s is evaluating the publication of a monthly non-investable index
value based on the funds themselves to provide continuity for those who utilize the S&P HFI as a benchmark.

About Standard & Poor's

Standard & Poor's, a division of The McGraw-Hill Companies (NYSE:MHP), is the world's foremost provider
of independent credit ratings, indices, risk evaluation, investment research and data. With approximately 6,300
employees located in 21 countries and markets, Standard & Poor's is an essential part of the world's financial
infrastructure and has played a leading role for more than 140 years in providing investors with the
independent benchmarks they need to feel more confident about their investment and financial decisions. For
more information, visit http://www.standardandpoors.com.

For more information contact:

Chris Atkins David Blitzer

Communications Chairman of the Index Committee
Standard & Poor’s Standard & Poor’s

212438 1106 212 438 3907
Chris_Atkins@standardandpoors.com David_Blitzer@standardandpoors.com

David R. Guarino

Communications

Standard & Poor’s

212 438 1471

Dave Guarino@standardandpoors.com

www.standardandpoors.com



June 27, 2006

SUBJECT: Marketable Alternatives (“MA”) Benchmark Review / June 2006
DEVELOPED BY: Cathy Iberg and MA Staff

MA Staff has completed a thorough study of altemative benchmark options for the MA Group that was initiated due to
ongoing, disruptive developments with ifs current benchmark, a composite of Standard & Poors (“S&P") investable hedge
fund indices. As detailed in the following pages, MA Staff recommends that the new benchmark be changed to the broad
MSCH Investable Hedge Fund Index ("MSCI Index’} effective January 1, 2006. This date coincides with the filing by Refco
creditors, in December 2005, against PlusFunds, the manager for the managed accounts that report the representative
returns of the S&P investable indices. For the period of January 1, 2006 through April 30, 2006 the resulting benchmark
change is a downward adjustment of -0.06%. The May 2006 final performance numbers for the S&P index were
unavailable as of the date of this memo.

Background
{See memo from Bob Boldt and Cathy Iberg dated June 22, 2006 to UTIMCO's Board of Directors)

Benchmark Options

Benchmarks are used to measure asset class performance in addition to measuring manager selection, MA strategies are
broad and varied and exhibit the purest form of active management, characteristics that are not conducive to benchmarking.
Nonetheless, a measure on how the MA program is doing must be undertaken in order fo evaluate the success and
shortfalls of the program. Success of a program against a given benchmark should be measured over a reasonable period
of time (at least 3 to 5 years).

What are the qualifications of a good benchmark?

e The Benchmark should be Investable — the benchmark should fully and accurately represent the asset class in
which the investor invests
The Benchmark should be Transparent - the components that derive the benchmark return are known
The Benchmark should be Objective — criteria or rules for inclusion or exclusion of the sources of return are
objective

e The Benchmark should be an Accurate Measure - the benchmark calculation is a standardized measure

What are the benchmark options for measuring MA assets?
e Use a Risk Premium Approach
e Database of Hedge Funds
e Fund of Funds
e Investable Hedge Fund Indexes



How do the benchmark options meet the quaiifications of a good benchmark?

Investabie & Transparent Objective Accurate Measure
Representative
Risk Premium Mo (f used as a{ Yes Yes Yes

benchmark, must take a
longer ferm view tfo
compare  results as
benchmark is not
investable and will exhibit
large  variations over
shorter term time

horizons)
Composite No Yes No No
Database of E)Funcés thit represent the (Sefection Bias } (Sarvivorshi;; and Instant
enchmark may be History Bias
Hedge Funds closed) (Self-Reporting; Errors in
Return information are
Unknown)
Fund of Funds Yes No - underlying assets | Yes, however siyle | No
Composite Index and leverage is unknown | biases  may  exist, | (Self-Reporting, Errors in
therefore must use broad | Return  Information  are
thiverse Unknown)
s‘investable Hedge" S Yes oot Yes,in mosteases | Yes, o but'there are - '_Yes L
ST R T e pra'ettca! conssderatlons SR

;Fund indexes

_..-_;:_..w:th managed account G
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Investable Hedge Fund Indexes

Some hedge fund indexes are "investable”, meaning that they are constructed in such a way that investable products can
be created based on the index. S&P, MSCI, Credit Suisse/Tremont and Hedge Fund Research are some of the firms that
have created such an index. Investable hedge fund indexes are seen by some as a passive way of getting exposure fo a
relatively new asset class, without having to do the due diligence required when investing in single strategy hedge funds.
There are fundamental differentiators in how these investable indexes are structured and managed by their providers. A
brief summary of these differentiators is outlined below.

Index Provider Representative Transparent Objective Accurate Investment
Measure Management
Structure
MSC!I Over 130 constituent List of current MSCI maintains a Daily price Lyxor Asset
funds across 13 constituent funds and | disciplined index estimates; weekly | Management, a unit of
investment strategies; | changes are available | philosophy and final pricing is Sotiete Generale with
over $3 billion in assets methodology that has | independently $15 biliion in managed
in MSCI hedgs fund been in operation verified by accounts, is
index products since 2002 investment invesiment manager
manager; and provides due
quarterly difigence, monitoring
rebalancing of and fisk management
index for managed accounts




Index Provider | Representative Transparent Objective Accurate Investment
Measure Management
Structure
Dow Jones Approximately 34 List of current DJ has a standard Daity price Lyra, a business unit of
constituent funds constifuent funds and | methodology for estimates and Ursa, is the investment
across 6 investment changes are avallable | designing indexes monthly final manager and provides
strategies; over $1.2 and develops pricing; due diligence and risk
billion in assets in DJ guidelines for rebalancing is monitoring for
hedge fund index investment strategies | quarterly managed accounts
products; fixed income
arbitrage and
systematic frading
strafegies are not
represented
Hedge Fund Over 69 constituent List of current Avaitable Dally estimates HFR Asset
Research funds across 8 constituent fund methodology is brief | are available and | Management LCC
investment strategies; changes are available monthly final serves as the
fists of constituents and pricing; investment manager;
assefs under rebalancing is licensing agreement
management are only quarterly and contract structure
made avaiable fo is unavailable to non-
investors in indexes investors
Credit Suisse / 60 Funds, 6 per sub- List of current It has a detailed Weekly estimated | Credit Suisse/Tremont
Tremont strategy; asset constituent funds and | investment indications and LLC serves as index
weighted construct changes are avallable | philosophy and monthly final manager, and provides
methodology since pricing; due diligence,
2001 rebalancing monitoring and risk
OCOUrS serm- management for
annually managed account

For reasons detailed below, MA Staff is recommending the MSCI Investable Hedge Fund Index as the benchmark to
measure the performance of UTIMCO's MA portfolio. Both MSCI and Dow Jones were the leading options and are well-
established providers of index information. Dow Jones was ultimately eliminated based on the representation of only 34
constituent funds, exclusion of certain hedge fund strategies, the size of the index at only $1.2 billion and thelr refatively
unknown fund manager, Lyra. Hedge Fund Research was eliminated due to the lack of transparency in the information that
is made available to non-investors. Credit Suisse/Tremont was eliminated because of its asset weighting methodology and
its fower correlation to the MA portfolio when compared to the MSC! and Dow Jones indexes.

Discussion on MSCI Investable Hedge Fund Index

Launched in July 2003, the MSCI Index offers an investable hedge fund benchmark that is broadly representative of the
hedge fund universe and is supported by a robust investment management platform. The stated objective of the index is to
reflect aggregate performance of the hedge fund universe as available on a hedge fund platform by replicating the overall
structure and composition of the universe through a diverse portfolio of hedge funds across a spectrum of investment

strategies. The index is grounded in defined guiding principles:

» Investable: Index is constructed such that investors can replicate their performance through index-tracking
vehicles, subject to the vehicles' size and capacity constraints,

¢ Liquid and Tradable: The index includes hedge funds that have relatively frequent liquidity from a range of hedge

fund processes and strategies. There is weekly liquidity with the MSCI Index.

e Representative. The composite-level indices aim to reflect the diversity and relative importance (weights) of
processes and strategies in the universe of hedge funds, subject to platform limitations and other index construction




principles mentioned below. The index uses the MSCI Hedge Fund Composite Index as the proxy for the universe
and as a reference for determining strategy diversity and representation.

e Diversified: The index has over 130 constituent funds. When launched in July 2003, the index had just 64
constituent funds, so there has been consistent growth in representation. The index methodology is designed to
ensure that the indices are not excessively concentrated in any single fund or fund management organization. At
the composite level, the indices are also intended to remain diversified across investment segments. At the strategy
level, fund and fund management organization concentration fimits are also applied, however, given the more
narrow focus of these indices, concentrations will be higher than for composite-level indices.

» Neutral in Constituent Selection: With respect to selection of funds on a given platform the index construction
methodology is all inclusive, subject to the constituent eligibility criteria explained later. Additionally, constituents are
equally weighted within a given investment segment, subject to investment capacity and manager concenfration
constraints,

e Transparent: The methodology for index construction and maintenance, including constituent eligibility criteria, is
objective, rules-based and fully disclosed. Consfituent information is made available to qualified investors.
Methodology and constituent additions, deletions and weight changes are announced in advance of their
implementation.

The MSCI Index incorporates a broad set of investment strategies that are representative of the entire hedge fund
universe. ‘

" ivestable Hedge Fumd index Reference Framework

I i
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The MSCI Index has an investment management relationship with Lyxor Asset Management, a Paris-based subsidiary of
Societe Generale Group, which provides investment management services to the MSCI. MSCI entered into a five-year
contract with Lyxor starting on May 24, 2003. In 1998, Lyxor established a robust managed account platform to provide
secure and liquid access to hedge funds. Currently, the platform has approximately $15 billion in managed accounts, with
$3 billion of these accounts dedicated to the MSCI Index. Importantly, the platform is open architecture (non-exclusive to
MSCI) and is not reliant on any one product or investor type. The Index only contains hedge funds that are “open” to new
investors and that have committed to standard market liquidity and capacity terms with Lyxor. Funds eligible for the indices
are based on certain managed accounts where the assets are managed Lyxor. The respective roles of MSCI and Lyxor can
be summarized as follows:

MSCI Investable Hedge Fund Index Bethadsology
{MBCI Rgdge Fund Classification Standardsh

Lyxor Managed Account Platform

(Cue Diligence, Risk Cantrol, and independent
Yaluation)

MSCI applies Lyxor calcuates

methodology the Indices
= LE

MSCI Hedge Invest IndexSM
MSCI Hedge Invest Strategy Indices®™

MSCl Roles

® & e & & @

Establishing the index objective and associated guiding principles

Designing an objective and transparent index methodology

Classifying eligible constituents under the appropriate hedge fund strategy

Applying the index methodology

Calculating and publishing index level and associated data

Providing guidelines to the platform provider regarding the processes and strategies where new hedge funds should
be added to the platform in order to better achieve the index strategy diversity and representation objectives

Lyxor Role

Conducting due diligence on new funds for potential addition to the platform

Negotiating capacity and liquidity with existing and new funds

Maintaining sufficient investment capacity on the platform by pursuing new funds in processes and strategies that
experience limited available investment capacity

Monitoring and risk controlling the investment mandate of each hedge fund manager

Pricing independently the underlying positions and hedge fund NAVs



The chart below highlights the retum and risk characteristics of the MA portfolio, current S&P composite benchmark, and
major board investable hedge fund indexes, including the MSCI Index for the time period of January 2003 to April 2008.

Risk/Return
January 2003 to Aprii 2006
14.0%
* * MA
12.0%
g 10.0% = MSCH nvestable Hedge Fund
o Index
£ g0% - Credit Suisse Tremont
B : Investable Index
B 50% ! : DJ Hedge Fund Balance
o b4 .
g Portfoilo
e 40% * HFR Hedge Fund Equal
< 0 Weighted Index
e + S&P Composite Benchmark
0.0% T : ;
0.0% 1.0% 2.0% 3.0% 4.0%
Annualized Standard Deviation

The chart below highlights the correlations of the MA portfolio, current S&P composite benchmark, and major broad
investable hedge fund indexes, including the MSCI Index.

MSCI g; es":; DJHedge  HFR Hedge S&P e
MA Investable Tremont Fund Fund Equal Investabie Composite
Hedge Fund | table Balanced Weighted Hedge Fund Benchmark
Index flvesta Portfoifo Index index
Index
MA 1.00
MSCI Investable Hedge Fund Index 0.75 1.00
Credit Suisse Tremont Investable index 0.66 0.84 1.00
|DJ Hedge Fund Balanced Portfoilo 0.72 0.81 0.85 1.00
HFR Hedge Fund Equal Weighted Index 0.84 0.93 0.89 0.92 1.00
S&P investable Hedge Fund Index 0.68 0.88 0.92 0.85 0.91 1.00
S&P Composite Benchmark 0.74 (.85 0.91 0.91 0.83 0.97 1.00

For calendar year-to-date through April of 2006, the following chart illustrates performance of MA portfolio, current S&P
composite benchmark, and the MSCI investable benchmark. Restating the benchmark using the MSC! index effective
January of 2006 will result in a downward adjustment of -0.06%.

!nvh'eftg:)!e S&P Benchmark
January 2006 - Aprit 2006 MA Hedae Fund Composite Difference
9 Benchmark | (MSCl - S&P)
Index
Cumulative Return 5.41% 4.79% 4.85% -0.06%




Conclusion

Based on these findings, MA Staff recommends that the current MA benchmark be replaced by the MSCI Investable Hedge
Fund Index effective January 1, 2006, coinciding with Refco’s claim against PlusFunds in December 2005. This benchmark
will be applied to the overall MA portfolio, including both Directional and Absolute Return strategies. The MSCI index
upholds the discussed underlying tenets of a benchmark and also provides a broadly represented hedge fund universe fo
measure the performance of the MA portfolio. The key considerations are outfined below:

e The MSCi Investable Hedge Fund index provides a well-diversified representation of the hedge fund universe, with
over 130 constituent funds across 13 investment strategies.
The index is investable, offering weekly fiquidity to investors.
The index provides required transparency with daily price estimates and final weekly prices. Valuations are verified
independently.

o MSCI has a transparent structured index design philosophy and methodology that has been in operation since July
2002, for which the investable index was modeled after.

¢ Lyxor provides an expetisnced investment management platform that has been in existence since 1998 and
provides diversified hedge fund-related products to the investment community. The platform has over $15 billion in
managed accounts, with $3 billion of that total dedicated to the MSCI index products. The Paris-based entity is a
subsidiary of global banking group, Societe Generale. The diversified capital base of this investment manager is a
critical component fo the stability of the MSCI relationship.

MA Staff has consulted with UTIMCO's consultant, Cambridge Associates, and MA Group's advisory service provider,
Albourne. Both entities concur with MA Staff's recommendation. MA Staff expects to seek approval from the UTIMCO
Board at the upcoming July 13, 2006 meeting.



ClA

CAMBRIDGE ASSOCIATES LLC

2001 Ross Avenue, Suite 3155
Dalias, Texas 75201

tel 214.468.2800 fax 214.468.2801
www.cambridgeassociates.com

M emor andum

To: Board of Directors
University of Texas Investment Management Company

From: Hamilton Lee
Bruce Myers
Date: June 27, 2006
Re: Marketable Alternative Program Benchmarks

We have reviewed the memorandum circulated by UTIMCO staff regarding a change in benchmark for the
marketable alternative portfolio. Given the existing opportunity set of available benchmarks, we support
staff’s selection of the MSCI Investable Hedge Fund Index. As we expect the universe of available
benchmarks to expand over the coming years, we would expect that future asset allocation reviews would
include a discussion of potential alternatives to the MSCI Investable Index.

ARLINGTON | BOSTON | DALLAS | LONDON | MENLO PARK | SINGAPORE
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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 10to 30 Russell 3000 Index
Global ex US Equities 17.0]| 10to 30
Non-US Developed Equity 10.0 010 30 MSCI EAFE Index with net dividends
Emerging Markets Equity 7.0 01010 i\jr'iI\E"}dC(leiirrsaerglng Markets Index with net
Hedge Funds 2501 15t027.5 | MSCIInvestabie Hedge Fund Index
Directional Hedge Funds 10.0 5t0 16 9
S orbination ESEE:E lféd':%f I;g' 'S IE' dox
Absolute Return Hedge Funds | 15.0 10 to 20 Driven Hedge-Fund-lndex-plus-33.3%-5&F
Private Capital 15.0 S5to15 Venture Economics’ Periodic IRR Index
Venture Capital 4.0 Oto8
Private Equity 11.0 51015
Inflation Linked 13.0 51020
REITS 5.0 010 10 :Zr)‘%\gxllones Wilshire Real Estate Securities
o ' Combination index: 66.7% GSCI minus .5%
Commodities 8.0 0106 | 15 33.3% DJ-AIG Commodity Index
TIPS 5.0 0tc 10 L ehman Brothers US TIPS Index
Fixed Income: 10.0 5to 15 Lehman Brothers Aggregate Bond Index
Liquidity Reserve 0.0 =110 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: 128%
1 yr Downside Deviation (%) °
Standard Deviation {%) 10.8 Lower Risk Bound: 74%
1 yr Downside Deviation (%) °

| *Effective date: January 1, 2006

| ** 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. 8. Equities 15 5t020 Russell 3000 index
Globat ex U. 5. Equities 10 0to15
Non - U. 8. Developed 5 0t 10 MSCI EAFE Index with net dividends
Equity
Emerging Markets Equities 5 Oto 10 MSC1 Emerging Markets Index with net dividends
Hedge Funds 25 10t027.5 | MSCl Investable Hedge Fund Index*
Directional Hedge Funds 125 51020
Absolute Return Hedge 12.5 51020
Funds
Inflation Linked 25 10to 35
REITS 10 Oto15 Dow Jones Wilshire Real Estate Securities Index
Commodities 5 Oto 10 Combination Index: 66.7% GSCI minus .5% plus 33.3% DJ-
AlG Commudity Index
TIPS 10 51015 Lehman Brothers US TIPS Index
Fixed Income 25 15t0 40 Lehman Brothers Aggregate Bond index
Liquidity Reserve 0.0 -1 020 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: 1975
1 yr Downside Deviation (%) °
Standard Deviation (%) 75 Lower Risk Bound: 69%
1 yr Downside Deviation (%) ’

* Effective date: February 1, 2006

** 3 trading days or less
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