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UTIMCO BOARD OF DIRECTORS
MEETING AGENDA
September 22, 2006

UTIMCO
401 Congress Avenue
Austin, Texas

Time ftem # Agenda ltem
Begin End
Open Session:
9:00 a.m. 9:05 a.m. 1 Call to Order/Consideration of Minutes of July 13, July 25, and August 25, 2006
Meetings”
9:05 a.m. 845 am. 2 Executive Session:

Pursuant to sections 552.071 and 552.074, Texas Government Code, the Board
of Directors will convene in Executive Session, fo consuilt with General Counsel
and to deliberate individual personnel matters, including resignation of Chief
Executive Officer, appointment of interim Chief Executive Officer, search for new
Chief Executive Officer, report of Compensation Committee regarding individual
personnel compensation and evaluation mafters.

Reconvene into Open Session
Corporate Resolutions:

- Consideration of resignation of Chief Executive Officer and approval of the
terms, appointment of Interim President and Chief Executive Officer and
Appointment of Advisory Search Committee*

- Consideration of Compensation Committee Report including efigible positions
for and participants in the UTIMCO Compensation Program for 2006/2007
Plan*; performance goals of Managing Director of Marketable Alternative
Investments®; performance incentive opportunity for Managing Director of
Marketable Alternative Investments for 2006/2007*; personnel salary
adjustments and retention incentive bonuses™; and level of achievement
for Chief Executive Officer's 2005/2006 individual performance goals*

g:45am. 10:15 a.m. 3 Endowment and Operating Funds Report

10:15 a.m. 1245 p.m. 4 Investment Area Presentations

12:45 p.m. 1:45 p.m. Lunch

1.45 p.m. 1:55 p.m. 5  Consideration of Recommendation of Investment Consultant (Cambridge
Associates)*

1:55 p.m. 2:05pm, 6  Consideration of Recommendation of Legal Counsel (Vinson & Efkins L.L.P.)*

205 p.m. 215 p.m. 7 Update on Risk Consultant Selection Process

Z45p.m. 245 p.m. 8 Consideration of Adjustments to Corporation’s Budget*, **

245p.m. Adjournment

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

Members of the Board may attend the meeting by telephone conference call pursuant to Tex, Educ. Code Ann. § 85.08(h)(2)(B). The telephone conference will
be audible to the public at the meeting location specified in this notice during each part of the meeting that is required to be open to the public.

Next Scheduled Meeting: November 9, 2006, in Houston
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RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the meetings of the Board of Directors held on July
13, 2006, July 25, 20086, and on August 25, 2006, be, and are hereby, approved,




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

The Board of Directors (the “Board") of The University of Texas Investment Management Company (the
“Corporation”) convened in an open meeting at 9:50 am. on the 13th day of July, 2006, in the Board
Room at the offices of the Corporation, Suite 2800, 401 Congress Avenue, Austin, Texas, 78701, said
meeting having been called to order by the Chairman, H. Scott Caven, Jr., with notice provided to each
member in accordance with the Bylaws. The audio portion of the meeting was electronically recorded.

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

H. Scott Caven, Jr., Chairman
Woody L. Hunt, Vice Chairman
Mark G. Yudof, Vice Chairman for Policy
Clint D. Carlson
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 Mr. Ardon Moore, a Director candidate to be considered for appointment at
the afternoon UT System Board of Regents meeting; Bob Boldt, President of the Corporation; Joan Moeller,
Secretary and Treasurer of the Corporation; Christy Wallace, Assistant Secretary of the Corporation; Bil
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 Tumer and Dusty Burke, legal counsel for the
Corporation; Keith Brown of the McCombs School of Business at UT Austin; Greg Anderson of the Texas
A&M University System; Scoit Kelley, Philip Aldridge, Amy Barrett, Charlie Chaffin, William Huang, Jim
Phillips and Cathy Swain of UT System Administration; Bruce Myers and Hamilion Lee of Cambridge
Associates; and Nanci Hibschman and Warren Kerper of Mercer Human Resource Consulting. Mr, Caven
called the meeting fo order at 9:50 am. Copies of materials supporting the Board meeting agenda were
previously furnished to each Director or distributed at the meeting.

Minutes

The first matter to come before the Board was approval of the minutes of the meeting of the Board of
Directors held on May 25, 2006, and the minutes of the Board Retreat held May 30-31, 2006. Upon motion
duly made and seconded, the following resolutions were unanimously adopted:

RESOLVED, that the minutes of the mesting of the Board of Directors held on May
25, 20086, and the minutes of the Board Retreat held May 30-31, 2008, be, and are
hereby, approved.



Committee Assignments

The second item fo come before the Board was a resolution fo designate committee assignments. Upon
motion duly made and seconded, the following resolution was unanimously adopted:

RESOLVED, that Erle Nye shall continue as the Chair of the Audit and Ethic
Committee and shall preside at its meetings and that Colleen McHugh and Robert
B. Rowling shall serve as members of the Audit and Ethics Committee, subject to
approval by the Board of Regents at their meeting fo be held on August 9-10,
2006, to serve until the expiration of their terms, or until their successors have
been chosen and gualified, or until their earlier death, resignation or removal; and

FURTHER RESOLVED, that Charles W. Tate shall confinue as the Chair of the
Risk Committee and shall preside at its meetings and that J. Phillip Ferguson and
Clint D. Carlson shall serve as members of the Risk Committee to serve unfil the
expiration of their terms, or until their successors have been chosen and qualified,
or unfil their earfier death, resignation or removal; and

FURTHER RESOLVED, that J. Phillip Ferguson shall continue as the Chair of the
Compensation Committee and shall preside at its meetings and that Charles W.
Tate and Clint D. Carlson shall serve as members of the Compensation
Committee fo serve until the expiration of their terms, or until their successors
have been chosen and qualified, or until their earlier death, resignation or removal;
and '

FURTHER RESOLVED, that Robert B. Rowling shall continue as the Chair of the
Policy Committee and shall preside at its meetings and that Colleen McHugh and
Erle Nye shall serve as members of the Policy Committee to serve until the
expiration of their terms, or until their successors have been chosen and qualified,
or unil their earlier death, resignation or removal.

Vice-Chairman Appointment

Mr. Caven recommended that the Board appoint Robert B. Rowling as Vice Chairman of the Board. Upon
motion duly made and seconded, the following resolution was adopted:

RESOLVED, that the following person is hereby appointed to the respective office
of the Corporation set forth opposite his name, to serve until the next Annual
Meeting of the Corporation or unéil his resignation or removal.

Name Office or Offices
Robert B. Rowling Vice-Chairman



Endowment and Operating Funds Update

Mr. Caven asked Mr. Boldt to present the Corporation’s endowment and operating funds update. Mr. Boldt
began by discussing portfolio policy ranges and policy targets, and then presented the Market Exposure
chart showing market exposure and deviations from policy targets within tactical policy ranges. Mr. Boldt
provided updated market exposure information as of July 5, 2006. He also handed out preliminary
performance information for May 31, 2006. The net performance for the one-month period ended April 30,
2006, for the PUF was 2.36% and for the GEF was 2.33%, versus benchmark returns of 1.83% for each
fund. The net performance for the one-year period ended Aprit 30, 2008, for the PUF and GEF were
18.17% and 17.93%, respectively, versus benchmark returns of 18.39% for each fund. The Intermediate
Term Fund's (ITF) performance was 1.38% versus its benchmark return of 0.99% for the one-month period,
and was 2.13% versus its benchmark return of 2.00% for the three-month period ended April 30, 2006.
Performance for the Short Term Fund (STF) was 0.38% versus 0.37% for its benchmark for the one-month
period, and was 3.89% versus a benchmark return of 3.68% for the one-year period ended April 30, 2006.
Mr. Boldt continued by reporting Cumulative Vaiue Added under the Corporation’s management for periods
ended May 31, 2006. Also presented was information on performance atfribution, fiquidity, risk dashboard,
the Comprehensive Derivative Report, and actions faken under the Delegation of Authority. Mr. Boldt
indicated that at a future meefing, a presentafion would be made explaining how performance attribution is
calculated. Mr. Boldt, Mr. Goldsmith, Ms. Reed, and Mr. Myers answered the Directors’ questions.

Executive Session

Mr. Caven, at 10:40 a.m. announced that, “the Board of Directors of The University of Texas Investment
Management Company having been duly convened in Open Session and notice of this meeting having
been duly given, | hereby announce the convening of a closed meeting as an Executive Session of the
Board to consider the Compensation Committee report. This Execufive Session meefing of the Board is
authorized by Texas Government Code, Section 551.074 {Personnel Matters). The time is now 10:40 a.m.
and the date is July 13, 2006."

Reconvene in Open Session

The Board reconvened at 12:05 p.m., in open session and Mr. Caven announced that, “the Open Session
of the Board of Directors of The University of Texas Investment Management Company is now reconvened.
The time is now 12:06 pm. During the Executive Session, the Board discussed matters regarding
personnel compensation matters, but did not take any votes.”

Mr. Caven asked for a recommendation from the Compensation Commitiee. Compensation Committee
Chairman Ferguson reported that the Compensation Committee recommended a base salary for the
Corporation's President for the 2006-2007 Fiscal Year in the amount of $525,000. Upon motion duly made
and seconded, the following resolution was: adopted:

RESOLVED, that the Corporation's President's Base Salary submitted by the
Compensation Committee for the Fiscal Year 2006-2007, in the amount of
$525,000, be, and is hereby, approved.



Compensation Program

Mr. Caven stated that the next item for discussion and acfion was proposed changes to the Compensation
Program, most of which were needed to bring the Program into compliance with IRS regulations that have
changed recently. Mr. Caven asked Ms. Burke of Vinson & Elkins to explain the changes. Ms. Burke
summarized the changes made by the restatement and she answered questions posed by the members of
the Board. 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 fikely} that the forthcoming guidance may
require additional modifications fo the Compensation Program. Mr. Ferguson stated that the UTIMCO
Compensation Committee had reviewed the proposed revisions to the UTIMCO Compensation Program at
its June 13, 2006, meeting. The Compensation Commitiee made the recommendation fo the UTIMCO
Board to approve the proposed changes fo the UTIMCO Compensation Program as set forth in the restated
document. Upon motion duly made and seconded, the following resolution was adopted:

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 fime 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, {if)
incorporate the Intermediate Term Fund into the Compensation Program as a
measure of performance, (iil) incorporate prior amendmentis into the document,
and (iv) make certain other changes to the Compensation Program and to
incorporate all such amendments info 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, 2006, except as otherwise stated in
the document,

The Eligible Positions, Weightings, and Incentive Award Opportunities resolution was deferred at this time,
to be discussed at a later date at a special called meeting. Due fo time restraints, the discussion of
investment environment and opportunities was eliminated from the meeting agenda. At this time, Mr.
Rowling and Chancelior Yudof left the meeting.

Permanent University Fund Distribution Amount

Mr. Caven asked Mr. Boldt fo present the recommendation for the distribution amount for the Permanent
University Fund (*PUF"). The recommendation is based on the PUF Investment Policy Statement which
provides guidelines to calculate the distribution amount and provides the spending policy objectives of the
PUF. The Corporation’s Staff recommended that the UTIMCO Board approve the distribution from the PUF
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fo the Available University Fund in the amount of $400,685,803 for fiscal year 2006-07. The proposed
amount is an increase of 12.1% over the prior year distribution of $357,337,255. Upon motion duly made
and seconded, the following resolution was adopted:

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.

Policy Committee Report

Mr. Caven asked Ms. McHugh to give a report from the Policy Committee Meeting that had been held that
morning, prior to the Board meeting. Ms. McHugh reported that the Policy Committee had met, approved,
and recommended that the Board adopt amendments to Exhibit A of the Investment Policy Statements
related to the Permanent University Fund, General Endowment Fund and Intermediate Term Fund
establishing a new benchmark for hedge funds. Mr. Caven continued by stating that due to the fact that the
benchmark for hedge fund investments that was adopted by the Board last year had gone out of business,
a new benchmark must be selected. Mr. Boldt reported that UTIMCO Staff had conducted a thorough
review of alternative benchmark solutions for the portfolio and, with agreement from Board advisors Dr.
Brown and Cambridge Assoctates, was recommending a new benchmark, MSCI Investable Hedge Fund
Index, be used for the Hedge Fund asset class, which includes Directional and Absolute Refurn Hedge
Funds, effective January 1, 2006 for the PUF and GEF, and February 1, 2006 for the ITF. Upon motion
duly made and seconded, the following resolution was unanimously adopted:

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 ITF
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.



Recommended 2006-2007 Budget

Mr. Caven asked Mr. Boldt to move fo the 2006-2007 Budget discussion. Mr. Boldt began with a
background of the budget process and fimeline. The budget includes all operating and investment
expenses and an analysis of current and projected cash reserves. UTIMCO staff recommended a total
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 ([TF). The prior year budget only inciuded a partial year of expenses for this new
fund. The current year budget includes a full year of both operating and direct fund expenses for the ITF.
The Board had been provided a complete analysis of all elements of the budget and the reasons for all
changes, including an analysis of cash reserves. Mr. Boldt and Mr. Lee answered the Directors’ questions.
Upon motion duly made and seconded, the following resolution was unanimously adopted, with the
exception of the section of the Budget relating to the Eligible Positions, Weightings, and Incentive Award
Opportunities that was deferred earlier in the meeting:

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, with the exception of the section of the Budget relating to the
Eligible Positions, Weightings, and Incentive Award Opportunities, subject to
approval by the U. T. System Board of Regents.

There being no further business to come before the Board of Directors, the meeting was adjourned at
approximately 12:30 p.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 JOINT MEETING OF

THE UNIVERSITY OF TEXAS SYSTEM BOARD OF REGENTS
AND :
THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY

July 13, 2008

Ausfin, Texas

Note: These minutes were approved by
The University of Texas System Board of Regents at their meeting held on August 10, 2006



THURSDAY, JULY 13, 2006.--The members of the Board of Regents of The
University of Texas System convened at 1:40 p.m. on Thursday, July 13, 20086, in the
Board Meeting Room, Ninth Floor, Ashbel Smith Hall, 201 West Seventh Street,
Austin, Texas, with the following participation:

ATTENDANCE .-
Present Absent
Chairman Huffines, presiding Regent Craven

Vice Chairman Clements
Vice Chairman Krier
Regent Barnhill

Regent Caven

Regent Estrada

Regent Haley

Regent McHugh

Regent Rowling

Counsel and Secretary Frederick

CONVENE JOINT MEETING: BOARD OF REGENTS AND UTIMCO BOARD OF
DIRECTORS.--At 1:40 p.m., in accordance with a notice being duly posted with the
Secretary of State and there being a quorum present, Chairman Huffines and
Regent Caven, Chairman of the Board of Directors of The University of Texas
Investment Management Company (UTIMCO), convened the second annual joint
meeting of The University of Texas System Board of Regents and the UTIMCO
Board of Directors.

Chairman Huffines welcomed the following members of the UTIMCO Board:

Chairman H. Scott Caven, Jr.

Vice-Chairman for Policy, Chancellor Mark G. Yudof
Mr. Woody L. Hunt

Mr. Clint D. Carlson

Mr. J. Philip Ferguson

Regent Colleen McHugh

Regent Robert B. Rowling

Mr. Charles W. Tate

Advisory Director R. D. {Dan) Burck
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Mr. Huffines said Mr. Erle Nye was not able to attend and he acknowledged
Mr. Ardon E. Moore, President of Lee M. Bass, Inc., who was in attendance.
(Mr. Moore was appointed a director of the UTIMCO Board on July 13.)

1. U. T. System Board of Regenis: Presentation of Ceriificates of Appreciation
fo Mr. Woody L. Hunt and Mr. R. D. (Dan) Burck for service as members of
the Board of Directors of The University of Texas Investment Management
Company (UTIMCQO)

Chairman Huffines and Regent Caven, Chairman of the Board of Directors of
The University of Texas Investment Management Company (UTIMCO),
presented Mr. Woody L. Hunt, former Vice Chairman of The University of
Texas System Board of Regents and former Chairman of the UTIMCO Board
of Directors, and Mr. R. D. (Dan) Burck, former Chancellor of the U. T.
System and Advisory Director on the UTIMCO Board, with certificates of
appreciation for their service on the Board of Directors. Mr. Hunt served on
the UTIMCO Board from 1999 through 2006, and Mr. Burck served as
Advisory Director from 2002 through 20086,

2. U. T. System Board of Regents: Dr. Charles Ellis, guest speaker on best
practices in institutional investment management

Dr. Charles Ellis, Successor Trustee of Yale University and Chair of Yale
University's Investment Committee, spoke about best practices in institutional
investment management. Dr. Ellis is an internationally known expert in the
investment industry, with a balanced perspective on “best practices.” He
founded Greenwich Associates and is a member of the Board of Directors of
Vanguard.

3. U. T. System Board of Regents: Reporton U. T. System funds and update
regarding centralization of operating funds .

Executive Vice Chancellor Kelley discussed University of Texas System
funds and centralization of operating funds using a PowerPoint presentation.



4, U. T. System Board of Regents: Report on Investment Oversight

Chairman Huffines made the following remarks on Investment oversight.

Remarks by Chairman Huffines

Today marks another milestone in the history of our formal
investment oversight at The University of Texas System. This
second annual joint meeting itself is the product of a staff
recommendation approved by the Board of Regents two years ago.

The idea was, and remains, to convene an annual meeting of the
two boards for the purpose of discussing issues of common interest
and importance and to ensure that we are fully discharging our
respective fiduciary responsibilities.

Today's agenda has been designed by our investment oversight
staff to be educational -- with Dr. Ellis, to allow for discussion, and
to minimize actual decision-making. A few of the items discussed
today, including The University of Texas Investment Management
Company (UTIMCO) budget, will be presented for approval at the
August Board of Regents’ mesting.

In addition to today’s joint mesting, those involved in investment
oversight have instituted, with Board of Regents’ support, a number
of other advancements over the past couple of years, including:

1. Updating and improving investment policies and the Investment
Management Services Agreement between the Board of
Regents and UTIMCO,

2, Helping define the Board of Regents’ expectations for new
UTIMCO directors and formalizing the process for selecting
new UTIMCO directors,

3. Assisting with the creation of a UTIMCO Liguidity Committee
that now functions as a full-fledged Risk Committee, with
responsibility to oversee investment risk management and
investment compliance,

4, Recommending that open session portions of UTIMCO Board
meetings be recorded electronically to document actions taken
and to assist in preparation of minutes,



5. Working with UTIMCO staff to assure that all UTIMCO policies,
UTIMCO Board Minutes, and Committee Charters are
accessible electronically through the UTIMCO website,

6. Reviewing the annual UTIMCO budget, and

7. Completing the definitive studies of investment management
total cost effectiveness. You may recall for the new Regents
and new Directors, that we did an exhaustive analysis of the
actual cost of delivering our services last year,

I would point out that the need for investment oversight has never
been greater than it is today. The investment world has grown
increasingly complex in recent years. It has become more difficult
to accurately define even basic asset classes, such as Domestic
Equities that we discussed earlier. An asset class that we formerly
thought of as common stocks traded on an exchange is now
populated with private investment funds, Exchange Traded Funds,
and derivative applications. Defining the Hedge Fund asset class
is even more complex. The matter is how the subject of significant
discussion and the classification issue will come back to the full
Board of Regents for review and approval.

In short, the increasing complexity of our $20 billion investment
portfolio heightens the need for us to be industry leaders in policy
compliance and risk management. That is the spirit in which the
investment oversight function was created. In conclusion, that with
the help of all of you, UTIMCO has become the leader in the
country of transparency and disclosure and we are proud of that
and look forward to continuing that.

Chairman Huffines then called on Chancellor Yudof for comments and
Dr. Kelley introduced the following U. T. System Staff and Outside Counsel:

Director of Investment Oversight Cathy Swain

Associate Vice Chancellor Philip Aldridge

Chief Audit Executive and System-wide Compliance Officer Charlie Chaffin
Assistant Director of the Audit Office Amy Barrett

Vice Chancellor Barry Burgdorf

Counsel and Secretary Francie Frederick.



UTIMCO Board Chairman Caven introduced UTIMCO staff and Board
advisors and made remarks essentially as follows:

Remarks by UTIMCO Board Chairman Caven

Thank you, Chairman Huffines. Oversight of the U. T. System funds at
UTIMCO starts with the President and Chief Investment Officer, Bob
Boldt, whom most of you know. | also want to recognize Joan Moelier
because of her key role on behalf of the Board of Regents. Joan is
Chief Financial Officer and Chief Compliance Officer for the
corporation. She has been with the U. T. System since before
UTIMCO was formed, and she has filled her current role since 2002.

[Note: Regent Caven also introduced Mr. Trey Thompson, Managing
Director - Private Markets; Mr. Larry Goldsmith, Managing Director -
Public Markets Investments; Ms. Andrea Reed, Risk Manager; and
Mr. Bill Edwards, Managing Director - Information Technology.

We appreciate the work of UTIMCO’s staff in the day-to-day
management of our $20 billion in endowment and operating assets. In
particular, we want to recognize their achievement earlier this year of
launching the new $3 billion Intermediate Term Fund to diversify and
actively manage centralized operating reserves.

In addition to the UTIMCO staff, the UTIMCO Board is served by
several important independent advisors and consultants, each with
specialized expertise.

Vinson & Elkins (V&E) has been UTIMCO's outside counsel since the
company was formed in 1996. As Corporate Counsel, Jerry Turner
works directly with the UTIMCO Board, Committees, and staff, and
with the U. T. System Office of General Counsel. He also coordinates
the work of the V&E team of legal experts in tax, securities,
compensation, corporate, partnership, and specialties. The
complexity and diversity of investments being undertaken by UTIMCO
requires increasingly strong and broad based legal support.

Cambridge Associates has served UTIMCO as our primary investment
consultant for at least a decade, and Bruce Myers has worked directly
with the UTIMCO Board and staff as the lead consultant for the past
nine years. Bruce and his colleagues provide performance data on
peer institutions, due diligence reports on specific investment
managers, particularly private capital, asset allocation counsel for the
portfolios, and support on investment policies and best practices.
Special projects have included the cost study last year to compare
certain UTIMCO costs with peer endowments, and the value added



analysis that accompanied the total cost study completed by U. T.
System Investment Oversight staff.

This is Keith Brown’s second year serving as an advisor {o the
Chairman of UTIMCO. We rely on Keith's expertise with derivative
investments particularly. As Professor of Finance and Director of the
Hicks, Muse, Tate & Furst Center for Private Equity Finance at U. T.
Austin, author of text books and many articles, Keith is a widely
recognized expert in the world of high finance. Keith was recently
elected into The University of Texas Academy of Distinguished
Teachers, which is the highest teaching honor bestowed by U. T.
Austin. He also advises the Trustees of the Texas Teachers
Retirement System. Keith's input was especially important last year
when we reviewed and revised the Derivative Investment Policy. We
are pleased to have access {o his services.

Both Bruce and Keith will report to you later this afternoon.

Finally, Emst & Young (E&Y) has been the audit firm for the UTIMCO
Corporation and System Funds for the past three years, and the
UTIMCO Board is recommending to the Board of Regents that we
renew their engagement for this fiscal year. | want to recognize Ricky
Richter today as the partner in charge of the engagement since we
first retained E&Y in 2003. The work of Ricky and his colleagues
extends beyond the audits to Sarbanes-Oxley certification of
adequacy of financial controls. Last year the corporation and PUF
certifications were completed; this year the Permanent Health Fund,
Long Term Fund, and General Endowment Fund wilt be added; and
the new ITF will be added next year. E&Y also review relative
performance data and calculations before performance incentive
bonuses are finalized and approved by the UTIMCO Board. And
Deloitte & Touche rely on E&Y audit work in their audit of the System-
wide annual financial report.

We appreciate the work of each of these key advisors. They support
UTIMCO Board members in fulfilling our fiduciary duty to oversee the
compiex requirements of the management of the assets controlled by
the U. T. System Board of Regents.



U. T. System Board of Regents: Reports on UTIMCO Board operations and
committees

Regent Caven, Chairman of The University of Texas Investment
Management Company (UTIMCO) Board of Directors, introduced the
following committees and Committee Chairmen for committee reports.
Audit and Ethics Committee -- Chairman Caven for Mr. Nye

Risk Committee (formerly Liquidity Committee) -- Mr. Tate

Policy Commitiee — Regent Rowling

Compensation Committee -- Mr. Ferguson

U. T. System Board of Regents: Report on UTIMCO organization,
corporate performance, budget preview, and investment outlook

. Staffing

) Funds under management (Internal, External)

. Corporate Performance and FY 2007 Budget Preview

. Investment Outlook: Global Economic and Capital Market Forecasts

Mr. Bob Boldt, President and Chief Executive Office of The University of
Texas Investment Management Company (UTIMCO), presented a
PowerPoint presentation on UTIMCO organization, corporate performance,
budget preview, and investment outlook.

U. T. System Board of Regents: Reports on investment objectives and
performance, using derivatives in portfolio management

. Spending Policy and Long Term Investment Objectives
Investment Performance

Asset Allocation

Investment Management and Capital Markets Qutlook

Use of Derivatives

Mr. Bruce Myers, Cambridge Associates, presented a PowerPoint
presentation on investment objectives and performance, and Dr. Keith
Brown, Advisor to The University of Texas Investment Management
Company (UTIMCO) Chairman, discussed using derivatives in portfolio
management.



Chairman Huffines asked UTIMCO Board Chairman Caven that he arrange
for a risk consultant to provide a report to the Board of Regents when the
consultant is hired.

8. U. T. System Board of Regents: Repori on legal and fiduciary issues
» Master Investment Management Services Agreement
o UTIMCO Director Expectations

Vice Chancellor Burgdorf provided an overview of legal and fiduciary issues
and Executive Vice Chancellor Kelley discussed the Master Investment
Management Services Agreement and the Expectations for Appointees to
The University of Texas Investment Management Company (UTIMCO)
Board of Directors included in the Agenda materials.

ADJOURN JOINT MEETING AND CONVENE BOARD OF REGENTS' MEETING -~
Prior to adjourning the joint meeting, former Vice Chairman Hunt [former Chairman
of The University of Texas Investment Management Company (UTIMCO) Board]
remarked that the oversight function needs to continue to evolve to the next level
and he recommended an amendment fo the legislation to allow the appointment of
additional outside directors to have additional independent expertise. Chairman
Huffines again thanked Director Hunt for his excelient service on the UTIMCO
Board.

At 4:30 p.m., the joint meeting of The University of Texas System Board of Regents
and (UTIMCO) Board of Directors was adjourned. Chairman Huffines thanked
members of both Boards for their interest and input. He then announced the U. T.
System Board of Regents would reconvene in Open Session to consider the
following Agenda ltems.



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 11:04 am. on the 25th day of July, 2006, by means of
conference telephone enabling all persons participating in the meeting to hear each other, at the offices of
the Corporation, Suite 2800, 401 Congress Avenue, Austin, Texas, 78701, said meefing having been called
to order by the Chairman, H. Scott Caven, Jr., with notice provided to each member in accordance with the
Bylaws. The audio portion of the meeting was electronically recorded.

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

H. Scott Caven, Jr., Chairman
Mark G. Yudof, Vice Chairman for Policy
Clint D. Carlson
J. Philip Ferguson
Colieen McHugh
Ardon E. Moore
Erle Nye

thus, constituting a majority and quorum of the Board. Vice Chairman Robert B. Rowling and Director
Charles W. Tate were not present at the meeting. Also attending the meeting were Bob Boldt, President of
the Corporation; Christy Wallace, Assistant Secretary of the Corporation; Bill Edwards, Managing Director of
Information Technology; Trey Thompson, Managing Director — Non-Marketable Alternative Investments; and
Jerry Turner, legal counsel for the Corporation. Mr. Caven called the meeting to order at 11:04 am. Copies

of materials supporting the Board meeting agenda were previously furnished to each Director or distributed
at the meeting.

Continuation of the Report of the Compensation Committee

Mr. Caven stated that this meeting was to continue the report of the Compensation Committee, specifically
to discuss and consider Eligible Positions, Weightings, and Incentive Award Opportunities for UTIMCO
Compensation Program Participants for the 2006-2007 performance period. The topic was originally
discussed at the Board of Directors Meeting that was held on July 13, 2006, but further discussion by the
Board was taken.

Executive Session

Mr. Caven, at 1105 a.m., announced that, “the Board of Directors of The University of Texas Investment
Management Company having been duly convened in Open Session and notice of this meeting having
been duly given, | hereby announce the convening of a closed meeting as an Executive Session of the
Board to consider the Compensation Committee report. This Executive Session meeting of the Board is
authorized by Texas Government Code, Section 551.074 (Personnel Matters). The time is now 11:05 a.m.
and the date is July 25, 2006."



Reconvene in Open Session

The Board reconvened at 11:30 am., in open session and Mr. Caven announced that, “the Open Session
of the Board of Directors of The University of Texas Investment Management Company is now reconvened.
The time is now 11:30 am. During the Executive Session, the Board discussed matters regarding the
Compensation Committee report, but did not take any votes.”

Mr. Caven presented a resolution recommending approval of the Eligible Positions, Weightings, and
Incentive Award Opportunities for Participants in the UTIMCQ Compensation Program for the 2006-2007
performance period. Upon motion duly made and seconded, the following resolutions were unanimously
adopted:

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; and further

RESOLVED, that, upon approval of such Incentive Award Opportunities, the 2006-

2007 UTIMCO annual budget shall be updated, if necessary, to reflect changes in
the presented incentive Award Opportunities.

There being no further business to come before the Board of Directors, the meeting was adjourned at
approximately 1132 am.

Secretary:

Joan Moeller

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




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 meeiing at 10:02 a.m. on the 25th day of August, 2006, at the
Executive Board Room of the Grand Hyatt DFW, 2337 South Infernational Parkway, Dallas, Texas, said
meeting having been called o order by the Chairman, H. Scott Caven, Jr,, with notice provided to each
member in accordance with the Bylaws. The audio portion of the meeting was electronically recorded.

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

H. Scott Caven, Jr., Chairman
Robert B. Rowling, Vice Chairman
Mark G. Yudof, Vice Chairman for Policy
Ciint D. Carlson
J. Philip Ferguson
Ardon E. Moore
Erle Nye
Charles W. Tate

thus, constituting a majority and quorum of the Board. Director Colleen McHugh, who joined the meeting
during executive session, and Director Erle Nye participated by means of conference telephone enabling all
persons parficipating in the meeting to hear each other. Also attending the meeting was Jerry Turner, legal
counsel for the Corporation. Mr. Caven calied the meeting fo order at 10:02 a.m.

Executive Session

Mr. Caven, at 10:05 a.m., announced that, “The Board of Directors of The University of Texas Investment
Management Company having been duly convened in Open Session and nofice of this meeting having
been duly given, | hereby announce the convening of a closed meeting as an Executive Session fo consult
with attorney on legal matters and deliberation regarding individual personnel matters related fo the
appoiniment, terms of appointment, employment, evaluation, compensation, assignment, and duties of
UTIMCO employees and officers reporting directly to the Board and individual personnel aspects of the
operating budget for the year ending August 31, 2007,

This Executive Session meeting of the Committee is authorized by Texas Government Code Section
551.071 (Consultation with Attorney on Legal Matters) and Section 551.074 (Personnel Matters).

The fime is now 10:05 a.m. and the dafe is August 25, 2006."



Reconvene in Open Session

The Board reconvened at 1:40 p.m., in open session and Mr. Caven announced that, “the Open Session of
the Board of Directors of The University of Texas Investment Management Company is now reconvened.
The time is now 1:40 p.m. During the Executive Session, the Board consulted with attorney on legal
matters and discussed individual personnel matters related to the appointment, terms of appointment,
employment, evaluation, compensation, assignment, and duties of UTIMCO employees and officers
reporting directly to the Board and individual personnel aspects of the operating budget for the year ending
August 31, 2007, but did not take any votes.”

There being no further business fo come before the Board of Directors, the meeting was adjourned at
approximately 1:42 p.m.

Acting Secretary.

Jerry Turner, Vinson & Elkins

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

Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

Discussion:

Agenda Item
UTIMCO Board Meeting
September 22, 2006

Corporate Resolutions related to resignation of President and CEO, appointment of
Interim President and CEO and appointment of Advisory Search Committee

Moelter
Caven
Action required by UTIMCO Board

This agenda item seeks rafification and approval of Bob Boldt's resignation as
president and CEO on the terms recommended by Chairman Caven, confirmation of
Cathy Iberg as Interim President and CEO and appointment of a UTIMCO Board
Advisory Search Committee.

Chairman Caven wili recommend ratification and approval of Bob Boldt's resignation
as President and CEO, confirmation of Cathy Iberg as Interim President and CEQ
and appointment of a UTIMCO Board Advisory Search Committee.

Effective September 1, 2006, Bob Boldt resigned as President and CEO of the
Corporation. With the resignation of Bob Boldt, an interim successor fo the
President and CEO position is required. UT System Board of Regents Chairman
Huffines, UTIMCO Board Chairman Caven, and UTIMCO Board Vice Chairman for
Policy Yudof have recommended offering the interim position to Cathy Iberg,
currently Managing Director of Marketable Alternative Investments and Deputy CIO,
effective as of September 1, 2006. This itemn requests that the UTIMCO Board ratify
and approve Bob Boldt's resignation as president and CEO on the terms
recommended by Chairman Caven and to confirm the appointment of Cathy Iberg
as Interim President and CEO.

Per the UTIMCO Bylaws, the President shall be the Chief Executive Officer of the
Corporation. Subject to the contro! of the Board of Directors, the President shall
have general executive charge, management, and control of the properties,
business, and operations of the Corporation with all such powers as may be
reasonably incident to such responsibilities; shall have the authority to agree upon
and execute all leases, contracts, evidences of indebtedness, and other obligations
in the name of the Corporation subject to the approval of the Board of Directors and
the Executive Committee, if any; and shall have such other powers and duties as
may be designated in the Bylaws and as may be assigned to such officer from time
to time by the Board of Directors pursuant to a duly approved Delegation of Authority
Policy.

Chairman Caven will also nominate a UTIMCO Board Advisory Search Committee
to identify one or more candidates for consideration by the Board of Directors for

selection as a new President and CEO; provided that the Advisory Search
1



Reference:

Agenda ltem
UTIMCO Board Meeting
September 22, 2006

Committee will act in an advisory capacity only and shall not be authorized to
establish or recommend compensation for such officer. Chairman Caven will also
nominate a Chairman of the Committee. According to the UTIMCO Bylaws, the
Board of Directors may from time to time designate members of the Board of
Directors to constitute committees that shall have and may exercise such powers as
a majority of the Board of Directors may determine in the resolution that creates the
committee.

UTIMCO Bylaws



RESOLUTIONS RELATED TO RESIGNATION OF PRESIDENT AND CEO,
APPOINTMENT OF INTERIM
PRESIDENT AND CEO AND APPOINTMENT OF ADVISORY SEARCH
COMMITTEE

RESOLVED, that the resignation, as of September 1, 2008, of Bob Boldt as the President,
Chief Executive Officer and Chief Investment Officer of the Corporation on the terms
‘recommended by the Chairman of the Board of Directors, be, and is hereby, ratified and
approved; and be it further

RESOLVED, that the appointment as of September 1, 2006 of Cathy Iberg as the Interim
President, Chief Executive Officer and Chief Investment Officer of the Corporation be, and
is hereby, approved; and be it further

RESOLVED, that the appointment of a President and Chief Executive Officer Advisory
Search Committee (“Search Committee”), composed of the following individuals

, Chairman

be, and is hereby, approved; and be it further

RESOLVED, that the Search Committee shall function in an advisory role to compile a list of
one or more candidates considered qualified and suitable for consideration by the Board of
Directors for appointment to the position of President, Chief Executive Officer and Chief
Investment Officer of the Corporation; provided that the Search Committee shall have no
authority or responsibility to establish or recommend compensation for such officer; and be
it further

RESOLVED, that the Search Committee may also, at its discretion, recommend to the
Board of Directors engagement of an executive search firm to assist it in the performance of
its functions hersunder,



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

Description:

Recommendation:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
September 22, 2006

Report from Compensation Committee

iberg, Moeller

Ferguson

Action item; Action Required by UTIMCO Board

The Compensation Commitiee ("Committee”) will meet on September 15, 2006 and
September 21, 2006, and report on the following items:

1. the Committee will review and designate the eligible positions and the
participants filling the eligible positions and recommend to the UTIMCO
Board the proposed participants for the 2006/2007 UTIMCO Compensation
Program {"Plan’};

2. the Committee will review and approve the performance goals for each
2006/2007 participant. The Committee will review and recommend to the
UTIMCO Board the Managing Director of Marketable Alternative
Investments 2006/2007 goals since she is serving as interim president and
CEOQ;

3. the Committee will consider the performance incenfive opportunity for
2006/2007 related to the Managing Director of Marketable Alternative
Investments;

4, the Committee will consider personnel salary adjustments and retention
incentive bonuses;

5. the Committee will determine the level of achievement of the former
president and CEO's 2005/2006 individual performance goals; and

6. the Committee will consider and approve the Ernst & Young engagement
letter covering agreed upon procedures related to the 2006 performance
incentive awards under the UTIMCO Compensation Program.

The Compensation Committee will recommend appropriate action related to
designation of eligible positions and patticipants;, performance goals and
performance incentive opportunity for 2006/2007 for Managing Director of
Marketabie Alternative Investments; personnel salary adjustments and retention
incentive bonuses; and level of achievement of the former president’'s 2005/2006
individual performance goals.

Section 5.3 (a) of the Plan requires that the UTIMCO Board confirm the Eligible
Positions and designate the eligible employees who will become participants for the
performance period within the first 90 days of the performance period. The eligible
nositions and proposed participants of the Plan are included in Exhibit 1 behind
Resolution #1 in this section.



Agenda item
UTIMCO Board of Directors Mesting
September 22, 2006

Section 5.4 of the Plan requires that the President and CEQ's performance goals be
determined and approved by the UTIMCO Board. There are three types of
performance goals:
(1) Entity Performance (i.e., performance of the Total Endowment Assets
and Intermediate Term Fund)
(2) Asset Class Performance (e.g., US public equity, international equity,
private capital, fixed income, etc.)
(3) Individual Performance

Since the President and CEO is currently an inferim position being held by Cathy
Iberg and Cathy is also the Managing Director of Marketable Alternative Assets, it is
recommended that Cathy retain the weightings of the Managing Director of
Marketable Aliernative Assets. The weightings are 40% entity, 40% asset class,
and 20% individual. The President and CEO weightings are 70% entity and 30%
individual. In addition, it is recommended that opportunity threshold remain at 190%
for Cathy Iberg. The President and CEO opportunity threshold is 200%. Appendix
C is attached behind Resolution #3 as Exhibit 3 and identifies eligible positions,
weights, and incentive award opportunities for each eligible position.

The Compensation Committee will review the Managing Director of Marketable
Alternative Assets individual performance goals at its September 15, 2006 meeting.
The goals will be reviewed and approved by the UTIMCO Board. The entity and
asset class performance goals are included in the Plan in Exhibit D. Appendix D is
included as Exhibit 2 behind Resolution #2 in this section.

The Committee will also review and recommend the salary adjustments and
refention incentive bonuses. The resolution related to this item will be distributed at
the mesting. The salary adjustments for certain individuals will be discussed in
executive session.

The participants in the Retention Incentive Bonus Plan are:
Cathy Iberg, Managing Director of Marketable Alternative Invesiments
Andrea Reed, Risk Manager
Bill Edwards, Managing Director of Information Technology
Larry Goldsmith, Managing Director of Public Markets
Trey Thompson, Managing Director of Private Markets
Joan Moeller, Managing Director of Accounting, Finance and Administration

The Retention Incentive Plan is outlined in Exhibit 5. The UTIMCO Board will
authorize and direct the Chairman of the Board to execute the agreements in
accordance with the aftached Retention Incentive Plan.



Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
September 22, 2006

The Commitiee will also review and recommend the level of achievement of the
President and CEQ 2005/2006 individual performance goal. The entity level portion
of the performance goals are not available and will not be discussed. '

The Compensation Committee will have also considered the individual goals of all
the other Plan participants at their September 15, 2006 meeting and the Emst &
Young engagement ietter.

UTIMCO Compensation Program; Designation of Eligible Positions and Plan
Participants (Exhibit 1); Appendix D (Exhibit 2}; Appendix C (Exhibit 3); Retention
Incentive Plan (Exhibit 5)



BD RESOLUTION #1

BOARD RESOLUTION RELATED TO
2006/2007 ELIGIBLE POSITIONS FOR AND PARTICIPANTS IN
PERFORMANCE INCENTIVE PLAN

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

WHEREAS, the Compensation Committee of the Board has recommended the “Eligible
Positions” and individuals who may become Participants for the 2006/2007 Performance
Period sef forth on Exhibit 1 attached hereto; and

WHEREAS, the Board has reviewed Exhibit 1 and wishes to designated the “Eligible
Positions” and select the individuals who may become Participants for the 2006/2007
Performance Period;

NOW, THEREFORE, be it:

RESOLVED, that the Eligible Positions and the individuals set forth on Exhibit 1 attached
hereto are hereby designated as “Eligible Positions” for and “Participants” in the Plan for the
2006/2007 Performance Period, effective as of July 1, 2006, except as any other date is
specified for any such Eligible Position or Participant on such Exhibit 1.




Exhibit 1

Resolution #1

Designation of Eligible Positions and Plan Participants
in the 2006/2007 Performance Period

ELIGIBLE POSITION
investment Professionals
President and CEO
MD, Markeatable Alternative Investments and Deputy CIO
Risk Manager

MD, Pubiic Markets Invest,

MD, Private Markets (formerly Non-Marketable Alt Inv)

Sr. Portfolio Mgr., Fixed Income Invest.

Portfolic Manager, Fixed Income Invest.

Director, Public Markets

Director, Private Markets {formerly Non-Marketable Alt Inv)
Dirgctor, Risk Management

Associate, Public Markets

Associate, Marketable Alternative

Associate, Marketable Alternative

Associate, Private Markets {formerly Non-Markefable Alt Inv)
Assaciate, Private Markets {formerly Non-Marketable Alt inv)
Associate, Risk Management

Analyst, Public Markets

Analyst, Marketable Altlernafive

Analyst, Private Markets (formerly Non-Marketable Alt Inv)

Operations/Support Professionals

MDD, Accounting, Finance & Admin.
MD, information Technology
Manager, Finance & Administration
Manager, Investment Reporting
Manager, Portfolio Accounting & Ops.

Participants are eligible as of .}ufy 1, 2006 unless otherwise notated

*eligible August 15, 2006
*eligible Cclober 10, 2006

PARTICIPANTS

unfilled

Cathy Iberg
Andrea Reed
Larry Goldsmith
Trey Thompson
Russ Kampfe
Hatland Doak
Tushar Shah
Lindel Eakman
Uzi Yoel;

Laura Patrick
Glenn Stolts
Ryan Ruebsahm
Mark Sheberg
Zac MeCarroff*
Kathteen Wagner
Russell Molen
Eric Dooley
Scott Bigham

Joan Moeller

Bill Edwards
Melynda Carter**
Gary Hill

Debbie Childers



BD RESOLUTION #2

BOARD RESOLUTIONS RELATED TO
PERFORMANCE GOALS OF MD, MARKETABLE ALTERNATIVES

WHEREAS, Section 5.4(c) of the UTIMCO Compensation Program (the “Plan”) provides
that the Board of Directors of UTIMCO (the “Board”) will determine the “Performance Goals’
of the President/CEO for each Performance Period; and

WHEREAS, as of September 1, 2006, the President and CEO of UTIMCO terminated
employment with UTIMCO, and currently there is no person holding the position of
President/CEO, and the Managing Director, Marketable Alternatives Investments, Deputy
Chief Investment Officer (“MD, Marketable Alternatives”) has agreed to undertake to fulfil
certain of the responsibilities of the President/CEO position in addition to her responsibilities
as MD. Marketable Alternatives until the President/CEO position is filled and for a three-
month transition period thereafter; and

WHEREAS, the Performance Goals for the MD, Marketable Alternatives have been
modified to take into account those additional responsibilities; and

WHEREAS, the Compensation Committee of the Board (the “Committee”) has determined
that, because of the increased responsibilities of the MD, Marketable Alternatives that would
otherwise be responsibilities of the President/CEQ, the Board rather than the Committee
should approve the 2006/2007 Performance Goals for the MD, Marketable Alternatives; and

WHEREAS, the Committee has reviewed the proposed Performance Goals for the MD,
Marketable Alternatives for the 2006/2007 Performance Period and has recommended that
the Board approve the same;

NOW, THEREFORE, be it:

RESOLVED, that the Performance Goals for the MD, Marketable Alternatives for the
2006/2007 Performance Period as set forth on Exhibit 2 attached hereto (for her Entity and
Asset Class Performance Goals) and the individual Performance Goals document as
presented to the Committee (for her Individual Performance Goal) are hereby approved,
effective as of July 1, 2006.
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BD RESOLUTION #3

BOARD RESOLUTIONS RELATED TO
2006/2007 PERFORMANCE INCENTIVE AWARD OPPORTUNITY FOR
MD, MARKETABLE ALTERNATIVES

WHEREAS, Section 5.4(d) of the UTIMCO Compensation Program (the “Plan”) provides
that the Compensation Committee (the “Committes”) of the Board of Directors of UTIMCO
(the “Board”) will approve the weightings of the Performance Goals for each Eligible
Position for each Performance Period, subject to approval by the Board; and

WHEREAS, Section 5.5(a) of the Plan provides that the Committee will determine the
“Incentive Award Opportunity,” including a threshold, target, and maximum award, for each
Performance Goal for each Participant for each Performance Period, subject to approval by
the Board; and

WHEREAS, the weightings and the Incentive Award Opportunities for the 2006/2007
Performance Period have previously been determined by the Committee and approved by
the Board; and

WHEREAS, as of September 1, 2006, the President and CEO of UTIMCO terminated
employment with UTIMCO and currently there is no person holding the position of
President/CEQ, and the Managing Director, Marketable Alternatives Investments, Deputy
Chief Investment Officer (“MD, Marketable Alternatives”) has agreed to undertake to fulfill
certain of the responsibilities of the President/CEO position in addition to her responsibilities
as MD, Marketable Alternatives until the President/CEO position is filled and for a three-
month {ransition period thereafter; and

WHEREAS, the Committee has recommended that, notwithstanding the alteration of duties
of the MD, Marketable Alternatives pending selection of a new President and CEO and for a
three-month fransition period thereafter, the 2006/2007 “Performance Incentive Award” of
the MD, Marketable Alternatives shall be determined under the previously approved terms
of the Plan for the Eligible Position of the MD, Marketable Altemnatives and not for the
Eligible Position of President and CEO;

NOW, THEREFORE, be it:

RESOLVED, that, notwithstanding the alteration of duties of the MD, Marketable
Alternatives pending selection of a new President and CEO and for a three-month transition
period thereafter, the Board hereby approves and confirms that the previously approved
weightings for the Performance Goals of the MD, Marketable Alternatives (40% Entity




BD RESOLUTION #3

Performance, 40% Asset Class Performance, and 20% Individual Performance) and
previously approved percentages of base salary for determining the 2006/2007 Incentive
Award Opportunities (and the 2006/2007 Performance Incentive Award) for the MD,
Marketable Alternatives (18% for Threshold level achievement, 90% for Target level
achievement, and 190% for Maximum level achievement) shall remain the same, as
indicated on Exhibit 3 attached hereto; and

RESOLVED, that, the Board hereby determines that, in accordance with the terms of the
Plan, for purposes of determining the 2006/2007 Performance Incentive Award for the MD,
Marketable Alternatives, the base salary of the MD, Marketable Alternatives shall include
the actual base salary she eamed during the 2006/2007 Performance Period, including any
increased base salary earned in connection with her agreement to undertake to fulfill certain
of the responsibilities of the President/CEQ position, notwithstanding that the initial
projected Award Incentive Opportunities for the MD, Marketable Alternatives may have
been based only on her base salary as MD, Marketable Alternatives unadjusted for any
such increased responsibilities.
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BD RESOLUTION #4

BOARD RESOLUTIONS RELATED TO
TRANSITION COMPENSATION ADJUSTMENTS AND
RETENTION INCENTIVE PLAN

WHEREAS, effective as of September 1, 2006, the President and CEO terminated
employment with UTIMCO, and currently there is no person holding the position of
President and CEO; and

WHEREAS, the Managing Director, Marketable Alternatives Investments, Deputy Chief
Investment Officer (*"MD, Marketable Alternatives”) has agreed to undertake to act as
Interim President and CEO and fo fulfill certain of the responsibilities of the President/CEO
position in addition to her responsibilities as MD, Marketable Alternatives until the President
and CEO position is filled and for a three-month transition period thereafter, and the duties
of certain other employees of UTIMCO have been, or are expected to be, increased on
account of the absence of a President and CEO; and

WHEREAS, in connection with the departure of the President and CEO and necessary
reallocation of duties during the interim period during which a replacement is sought and for
a three-month transition period thereafter, the Compensation Committee (the “Committee”)
of the Board of Directors of UTIMCO (the “Board”) has recommended that the Board
temporarily adjust the base salary of the MD, Marketable Alternatives, provide transition
bonuses to certain UTIMCO employees, and establish a retention incentive plan for certain
UTIMCO employees;

NOW, THEREFORE, be it:

RESOLVED, that the base salary of the MD, Marketable Alternatives is hereby adjusted as
scheduled and set forth on Exhibit 4 attached hereto, effective as of September 1, 2006,
assuming and contingent on her continued employment with UTIMCO; and

RESOLVED, that a transition bonus is hereby provided to the Managing Director, Public
Markets as scheduled and set forth on Exhibit 4 attached hereto, effective as of September
1, 2006, assuming and contingent on his continued employment with UTIMCO; and

RESOLVED, that a transition bonus is hereby provided to the Managing Director, Private
Capital as scheduled and set forth on Exhibit 4 attached hereto, effective as of September
1, 2006, assuming and contingent on his continued employment with UTIMCO; and

RESOLVED, that the “UTIMCO Retention Incentive Plan,” as the material terms are
summarized on Exhibit 5 attached hereto, is hereby approved and adopted, effective as of

1



BD RESOLUTION #4

September 1, 2006, and the participants in such Retention Incentive Plan shall be Cathy
therg, Larry Goldsmith, Trey Thompson, Joan Moeller, Bill Edwards, and Andrea Reed; and

RESOLVED, that it is hereby expressly provided that, (1) because the additional salary
provided to the MD, Marketable Alternatives is an increase in her “base salary,” there will be
a concomitant increase in any Performance Incentive Award under the Performance
Incentive Plan {the “Plan”) to which the MD, Marketable Alternatives may be entitied under
the terms of the Plan, which, if awarded, is based on a percentage of a participant’s base
salary, and such additional salary will be included in base salary for purposes of the MD,
Marketable Alternatives’ retention bonus under the Retention Incentive Plan, and (2)
because the fransition bonuses provided to the Managing Director, Public Markets and to
the Managing Director, Private Capital and the retention bonuses provided to the specified
employees under the Retention Plan are not payments of base salary, any Performance
Incentive Awards under the Plan to which those employees may be entitled under the terms
of the Plan will not be increased by reason of any such bonus, and any such bonus will not
be considered as base salary of those employees for purposes of the Retention Incentive
Plan or any other UTIMCO employee benefit plan, program, or arrangement except as may
otherwise be expressly provided in such plan, program, or arrangement; and

RESOLVED, that the Chairman of the Board shall be and hereby is authorized and directed
to (1) do and perform all such acts and things, (2) prepare and execute the UTIMCO
Retention Incentive Plan and any other relevant documents and instruments, (3) make any
changes to the Retention Incentive Plan to the extent such changes do not materially alier
the terms of the Retention Incentive Plan as summarized on Exhibit 5 attached hereto, and
(4) take any and ail other steps as he may deem necessary, advisable, convenient, or
proper to effectuate the same, to accomplish the purposes of the foregoing resolutions,
and/or to comply with all applicable provisions of all related documents and all applicable
law, and any and all such actions heretofore or thereafter taken shall be, and they hereby
are, ratified and approved.



RESOLUTION #4

EXHIBIT 4
TRANSITION COMPENSATION ADJUSTMENTS

Adjusted Base Salary {Contingent on Continued Employment with UTIMCO) For:
Managing Director, Marketable Alternatives Investments, Deputy Chief Investment
Officer

Period of Base Salary Base Salary
9/1/06 through end of month during which a new $43,750 per month ($525,000
President and CEO commences employment with annualized)

UTIMCO (or an existing employee of UTIMCO assumes
the position of President and CEO)

For three full months beginning with the month $43,750 per month ($525,000
immediately following the month during which a new annualized)

President and CEO commences employment with
UTIMCO {or an existing employee of UTIMCO assumes
the position of President and CEO)

Beginning with the fourth month immediately following $25,000 per month ($300,000
the month during which a new President and CEO annualized) (or, if after
commences employment with UTIMCO (or an existing | 8/31/07, any increased
employee of UTIMCO assumes the position of President | amount determined by the
and CEO) Compensation Committee)

Transition Bonus {Contingent on Continued Employment with UTIMCO) For:
Managing Director, Public Markets and Managing Director, Private Capital

Months of Transition Bonus Transition Bonus

For each month beginning with September 2006 and $10,000 per month
ending with the third month following the month during
which a new President and CEO commences

employment with UTIMCO (or an existing employee of
UTIMCO assumes the position of President and CEQ)




EXHIBIT 5
RETENTION INCENTIVE PLAN

PARTICIPANTS

Cathy lberg
Larry Goldsmith
Trey Thompson
Andrea Reed
Joan Moeller
Bill Edwards

RETENTION BONUS

For Iberg; Lump sum payment of 25% of total base salary (exclusive of Performance Incentive Plan
awards and all other special or incentive compensation) paid to her for services petformed during the
“Retention Period” (9/1/06 through 8/31/07}, less applicable withholdings

For Goldsmith, Thompson, Reed, Moeller, and Edwards: Lump sum payment of 25% of annualized base
salary (exclusive of Performance Incentive Plan awards, transition bonuses, any other bonus, and all other
special or incentive compensation) in effect on 9/1/06, less applicable withholdings

DATE PAID

As soon as administratively practicable after September 1, 2007

CONDITIONS

e Continuous employment with UTIMCO from 9/1/06 through 9/1/07
» Must not have accepted other employment prior fo 9/1/07
o Must not have actively sought other employment prior to 9/1/07

INVOLUNTARY TERMINATION OF EMPLOYMENT WITHOUT CAUSE

e Prorated Retention Bonus for each full month of employment during Retention Period

» Prorated Refention Bonus amount offset by any severance amount received under employment
agreement or other UTIMCO severance plan, policy, or arrangement

+ Conditions: Execution of Release; must not have accepted or actively sought employment prior to
termination date; must not be termination for “cause” {as defined below)

e “Cause” means a defermination by the Board in its sole discretion that a participant has (i) violated any
securities law or any other law, rule, or regulation; (i) engaged in substandard performance of his
UTIMCO employment position; or (iii) engaged in willful misconduct that reflects negatively on the
public image of UTIMCO or The University of Texas System.



DEATH, TERMINATION FOR DISABILITY, TERMINATION FOR CAUSE, OR
VOLUNTARY TERMINATION

No Retention Bonus paid (neither full nor prorated) regardless of date of event



Bob L. Boldt

Performance versus Qualitative Goals for Fiscal Year 2005-2006

* Increase knowledge and confidence of UTIMCO Board members and Regents in
UTIMCO staff capabilities and decision making through personal contact and
effective communication.  Establish strong working relationship with new
UTIMCO Board Chairman.

Accomplished. 1 believe we have done an effective job of communicating
details regarding all our investment decisions, provided continuing
updates on performance and changes in the portfolios, and clearly outlined
our thinking regarding future potential changes to the portfolios. We
provided very complete documentation on every investment decision and
answered all questions put forward by UT System oversight staff. We
planned topics at the Board Retreat to stimulate discussion and
communications regarding new portfolio directions. We scheduled time at
all UTIMCO Board meetings for questions from Board members and
added, as a separate agenda item, time for open-ended investment
discussions between the Board and UTIMCO staff. We provided detailed
quarterly reports for each asset category in the endowment portfolios and a
detailed review of the initial portfolio and performance of the Intermediate
Term Fund. We provided new Board member orientation for new Regent
McHugh and scheduled several hours of individual time with myself and
several managing directors to answer her additional questions. Until the
past two weeks, ] believed that 1 had established a good working
relationship with the UTIMCO Chairman. In my opinion, the only issue
here was that some people just did not like or agree with the substance of
what was being communicated by us, or failed to take the opportunities
offered for further discussion and questions, there was no fundamental
flaw with our communication approach.

*  Maintain and increase staff morale, dedication, and value-added focus through
effective leadership, delegation, and challenge.

Accomplished.  Staff morale was maintained at very high levels
throughout the Plan Year despite significant distractions resulting from the
classification issue. Turnover at higher levels of the organization was very
near zero. | suggest that the Compensation Committee interview staff
members as independent verification of my performance in meeting this
goal.



* Develop staff and provide leadership for the successful launch and management
of the new Reserve Funds for operating and endowment capital.

Accomplished. The ITF was launched on-time with no glitches, In fact,
the launch was so smooth that we were able to initiate performance
comparisons to the Policy Portfolio two months prior to the planned date.
There were no operational errors and the special website built by
UTIMCO staff has functioned flawlessly through hundreds of high dollar
value transactions by the Component Institutions. Cumulative
performance to date of the ITF has been above the Policy Portfolio.

» Prepare and present a confidential staff succession and contingency plan for all
key management positions at UTIMCO.

Accomplished. The succession and contingency plan was prepared and
presented to Scott Caven in February, 2006.

» Fully implement the risk management / risk budgeting system as both a
management and Board communication tool. Fully implement the integration of
risk positions, in addition to dollar positions, into the asset allocation policy
setting and review process.

Accomplished. 'We now report both dollar positions and risk positions to
the Risk Committee and the UTIMCO Board on a monthly basis. Detailed
risk reports are provided to Risk Committee members on a monthly basis
for discussion. Risk-based limits were added to all Investment Policies
this year. Several risk-based modeling algorithms were developed by the
risk management staff to assist in evaluating hedging and tactical tilting
decisions. As a result, all major tactical and hedging investment decisions
made by staff are now made in a risk budgeting format. Plans for the
upcoming asset allocation review include integrating risk policy limits into
the decision factor process.

s Provide leadership to the process of reviewing and revising the UTIMCO Code of
Ethics Policy.

Accomplished. 1 managed the development of the new Code of Ethics
Policy. Working with Chairman Caven and outside counsel, we were able
to get the new COE approved by UT System staff, the UTIMCO Board,
and the Board of Regents. The new COE includes several changes that
should prove to be very important in recruiting top quality independent
investment professionals to the UTIMCO Board.



Provide leadership to the efforts to streamline the process of making UTIMCO
investment services available to “affiliated funds.”

Accomplished. Working with UTIMCO counsel and UT System OGC, 1
was able to develop a streamlined process for UTIMCO taking the
responsibility for managing affiliated foundation assets. As a result, we
have added more than $250 million of such assets to UTIMCO
management inchiding the LBJ Foundation, the Law School Foundation,
and the Sealy & Smith Foundation.

Present a concrete set of alternative plans for the mtegration of the West Texas
Lands assets into investment decision making.

Accomplished. We have on several occasions, presented the range of
possibilities for integrating the WTL into the endowment fund investment
process. I began preliminary discussions with the UT Engineering School
to assess our technical options and have identified professors and oil and
gas industry alums who could be helpful in an advisory capacity. Our
progress had been delayed by our inability to identify the right candidate
for the Managing Director, Inflation Hedging Assets. However, we have
now zeroed in on a candidate, but she has pressing family issues that may
resulted in a further delay. We are prepared to address the WTL issue in
the upcoming asset allocation policy review.

Develop a long range planning “retreat” for the UTIMCO Board to address
foundation investment issues, including creating material for Board member
preparation, arranging for high quality outside investment expert presentations,
and creating a program with sufficient time for a small number of in-depth
presentations and strategic discussions. Create a follow-up document to serve as
a roadmap for future development.

Accomplished. UTIMCO staff planned and executed a high quality, very
well received UTIMCO Board retreat.  Follow up discussions on retreat
topics were a part of subsequent UTIMCO Board meetings.

Work with development and estates & trusts staffs to develop creative giving
alternatives, especially more competitive charitable remainder trusts. Be
available for presentations as requested.

Accomplished. Although UT System OGC has decided to wait for an IRS
ruling in a case pending from the University of Michigan before
proceeding with our own request, we have held several staff meetings to
discuss the types of “products” we could offer to stimulate giving to the
UT System. 1 have made several presentations at events sponsored by
development staff to encourage giving. I believe we are ready to proceed
quickly once we have an IRS ruling in hand.



* Improve the external image of UTIMCO by accepting speaking invitations at
several domestic and international conferences.

Accomplished. | made six keynote speaker appearances at conferences in
the past year including Hedge Fund World, Asia in Hong Kong and the
SRI Institute in Boston. 1 also made a number of appearances as a panelist
or moderator at conferences. At least part of the reason UTIMCO is now
earning recognition as one of the best managed endowments are the
presentations I, and other UTIMCO staff members, make at important
conferences.



LEVEL OF ACHIEVEMENT OF PRESIDENT AND CEO’S

EXHIBIT 6

INDIVIDUAL PERFORMANCE GOAL FOR 2005/2006

Eligible Weighting Incentive Award Opportunity (% of Base Salary)
Position
Entity @ Asset | Individual | <Threshold | Threshold | Target Maximum
President/CEQC | 70% 0% 30% 0% 18% 90% 180%

Percentage of Determined Level of Achievement of 2005/2006 Individual Performance Goals (0 o

100%):




BD RESOLUTION #5

BOARD RESOLUTION RELATED TO
LEVEL OF ACHIEVEMENT OF PRESIDENT AND CEO
2005/2006 INDIVIDUAL PERFORMANCE GOAL

WHEREAS, Section 5.5(d) of the UTIMCO Compensation Program (the "Plan”) provides
that, at the end of each Performance Period, the Board of Directors of UTIMCO (the
“Board") will determine the level of achievement of the President and CEO with respect to
his Performance Goals for such Performance Period; and

WHEREAS, the President and CEO has submitted to the Compensation Committee (the
“Committee”) of the Board a report documenting the President and CEO’s opinion of his
actual performance during the 2005/2006 Performance Period relative to his Individual
Performance Goal for such Performance Period; and

WHEREAS, the Committee reviewed the report of the President and CEO relating to the
actual performance of the President and CEO during the 2006/2006 Performance Period,
compared all such documentation of such actual performance relative to the Individual
Performance Goal of the President and CEO for such Performance Period, and determined
that the President and CEQ achieved the level of his Individual Performance Goal for the
2005/2006 Performance Period set forth on Exhibit 6 attached hereto and recommended
that such determination be adopted by the Board; and

WHEREAS, the Board has reviewed all documentation relating to the actual performance of
the President and CEO during the 2005/2006 Performance Period, compared all such
docurmentation of such actual petformance relative to the Individual Performance Goal of
the President and CEQ for such Performance Period, and reviewed the Committee’s
determination of the level of achievement of the President and CEO's Individual
Performance Goal for the 2005/2006 Performance Period;

NOW, THEREFORE, be it:
RESOLVED, that the Board hereby determines that the President and CEO has achieved

the level of his Individual Performance Goal for the 2005/2006 Performance Period set forth
on Exhibit 6 attached hereto.
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EXHIBIT 6
LEVEL OF ACHIEVEMENT OF PRESIDENT AND CEO’S
INDIVIDUAL PERFORMANCE GOAL FOR 2005/2006

Eligible Weighting Incentive Award Opportunity (% of Base Salary)
Position
Entity | Asset | Individual | <Threshold | Threshold | Target Maximum
President/CEO | 70% 0% 30% 0% 18% 90% 180%
Base Salary: $495,000

<Threshold Award: $0

Threshold Award: $26,730

Target Award: $133,650

Maximum Award: $267,300 .
[Interpolation for percentages in between achievement levels]

Determined Level of Achievement of 2005/2006 Individual Performance Goal:




TAB 3



TAB 3-A




Agenda ltem
UTIMCO Board of Directors Meeting
September 22, 2006

Agenda ltem: Performance Report

Deveioped By: Moeiler, Hill

Presented By: Iberg

Type of ltem: Information ltem

Description: The reports presented are for the periods ended July 31, 20086. (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. Mellon Trust All Funds Universe;
UTIMCO Endowment Funds vs. Mellon Trust Billion Dollar Funds Universe;
UTIMCO Endowment Funds vs, Melion Trust Foundation and Endowmenis
Universe; UTIMCO Endowment Funds vs. Mellon Trust Foundations and
Endowments Billion Doliar Funds Universe; External and Active Internal Public
Markets Managers Investment Performance Detail
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ENDOWMENT FUNDS

SINCE SEPTEMBER 1, 2602
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gasure of 1he increase

ol endowment funds due to aciual investment performance
exceeding the performance of the policy porifolio.
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Agenda ltem
UTIMCO Board of Directors Meeting
September 22, 2006

Agenda item: Liquidity Profile

Developed By: Moeller, Childers

Presented By: lberg

Type of ltem: Information ltem

Description: The reports presented are for the period ended July 31, 2006.

Discussion: As of July 31, 2006 endowment fund assets classified as liquid were 75.9% of the

total assets, and those classified as illiquid were 24.1% of total assets. For the ITF,
88.2% of the total assets were classified as liquid, and 11.8% were classified illiquid.

Recommendation: No action required.

Reference: Combined Liquidity Profile-Endowment Funds, PUF Liquidity Profile, GEF Liquidity
Profile, ITF Liquidity Profile, Certification of PUF, GEF and ITF Liquidity Profiles,
lliquid 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
July 31, 2006

100
80
80
70 85 2l .
£
S 60
=
2 50
s
5 40 T
LI G
20
10
0 .' T
Liguid lfquid
Current:
7/31/2006 6/30/2000
Market Value Percent Market Value Percent
Liguid 12,027,545,716.1 1 75.9 11,944,360,456.80 75.8
Hliquid 3,822,564 ,808.62 24.1 3,807,885,353.03 242
15,850,110,524.73 100.0 15,752,245,809.83 100.0

Approved but not yet invested illiquid marketable investments:

73172006 6/30/2006
Market Value Percent Market Value Percent
Liguid 11,964 411,586.11 75.5 11,944,360,456.80 75,8
[hHguid 3,885,698,938.62 24.5 3,807,885,353.03 24.2
15,850,110,524.73 100.0 15,752,245,809.83 100.0

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

IHiquid: Investments that could be converted to cash in a orderly market over a period of more than 3 months orin a
shogfgr period é‘tiy by accepting a discount of more than 10%.

I pé {: , 88 Risk Manager, certify that 1 have reviewed the liquidity categories provided by the
Managing Directors and concur with the classifications.

i, , a8 Chief Compliance Officer and MD of Accounting, Finance and Administration,
certiff that I have verified that the Managing Directors' liquidity classifications have been accurately reported and

that thepercentage calculations are accurate.
i @M , as Interim President of UTIMCO, certify that [ have reviewed the liquidity categories, classifications

by Managing!Djrectors dri the method of calculating statistics presented in this report and concur with the information presented.




PUF Liquidity Profile
July 31, 2006

o _.~. e A o S T
5 00002000
g
H
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a
Liguid Hligtid
Current:
713172006 6/30/2006
Market Value Percent Market Value Percent
Liquid 7,890,481,160.53 76.4 7,836,270,255.39 76.3
filiguid 2.442.746,815.14 23.6 2,432,452 912.67 23.7
10,333,227,975.67 100.0 10,268,723,168.06 100.0

Approved but not yet invested itliquid marketable investrments:

7/31/2006 6/30/2006
Market Value Percent Market Value Percent
Liguid 7,849,607,370.53 76.0 7,836,270,255.39 76.3
Hliquid 2,483,620,605.14 24.0 2,432,452,912.67 23.7
10,333,227.975.67 100.0 10,268,723,168.06 100.0

Liquid: Investments that could be converted to cash within a period of 1 day to 3 months in an orderly market at 2
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 orin a

sho eri?&f{?nj&ccepting a discount of more than 10%.
i A 74 . , as Risk Manager, certify that | have reviewed the liquidity categories provided by the

Managiné’Directors and concur with the classifications.
I, C%gm‘mm_, as Chief Compliance Officer and MD of Accounting, Finance and Administration,
certify that I have verified that the Managing Directors’ liquidity classifications have been accurately reported and

that the percentage cgcuiations are accurate.
I, &Mx , as Interim President of UTIMCO, certify that | have reviewed the liquidity categories, classifications

by Managing ltfﬁ:tors and tl‘@ methed of calculating statistics presented in this report and concur with the information presented.




GEF Liquidity Profile
July 31, 2006

Percent of Total Portfolio

Liguid Hliquid
Current:
7/31/2006 6/30/2006
Market Value Percent Market Value Percent
Liquid 4,137,064,555.58 75.0 4,108,090,201 .41 74.9
Miguid 1,379,817,993.48 25.0 i,375,432,440.36 25.1
5,516,882,549.06 160.0 5,483,522.641.77 100.0

Approved but not yet invested illiquid marketable investinents:

7/31/2006 6/30/2006
Market Value Percent Market Value Percent
Liquid 4,114,804,215.58 74.6 4,108,090,201.41 749
THiquid 1,402,078,333.48 254 1,375,432,440.36 25.1
5,516,882,549.06 100.0 5,483,522 641.77 100.0

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.

Iiquid: Investments that could be converted to cash in 2 orderly market over a period of more than 3 monthsorin a
shortepperiod of tichpting a discount of more than 10%.

,o/{ r , as Risk Manager, certify that 1 have reviewed the liquidity categories provided by the
Managing Directors and concur with the classifications.

L , as Chief Compliance Officer and MD of Accounting, Finance and Administration,
certify that I have verified that the Managing Directors' liquidity classifications have been accurately reported and

tham ¢ calenlations are accurate.
, as Interim President of UTIMCO, certify that | have reviewed the liquidity categories, classifications

by Manags irectors ancﬁhe method of calculating statistics presented in this report and concur with the information presented.




ITF Liquidity Profile
July 31, 2006
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20

10

Liquid liquid

Current;
/342006 6/30/2006
Market Value Percent Market Value Percent
Liquid 2,923,439,065.18 88.2 2,821,462,980.81 87.8
Hiquid 391,759,689.00 il.8 390,970,797.14 12,2
3,315,198,754.18 100.0 3,212,433,771.95 100.0

Approved but not yet invested iliiquid marketable investments:

/3172006 6/30/20006
Market Value Percent Market Vaiye Percent
Liquid 2,911,573,195.18 87.8 2,821,462,980.81 87.8
Hiiquid 403,625,559.00 i2.2 390,970,797.14 2.2
3,315,198,754.18 100.0 3,212,433,777.95 1060.0

Liguid: 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.
Hliquid: Investments that could be converted to cash in a orderly market over a pericd of more than 3 months or in a

shortﬁ)eriod of timg by accepting a discount of more than 10%. .
l, /(Ac/{ /8

f , as Risk Manager, certify that [ have reviewed the liquidity categories provided by the
Managing Directors and concur with the classifications.

I, , ag Chief Compliance Officer and MD of Accounting, Finance and Administration,
certiffy that | have verified that the Managing Directors' liguidity classifications have been accurately reported and

that ma e calculations are accurate.
I, m as Interim President of UTIMCO, certify that [ have reviewed the liquidity categories, classifications

by Managi(g}ireezors andAhe method of calculating statistics presented in this report and concur with the information presented.




Liquidity Profile for PUF, GEF and ITF

July 31, 2006

I 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.

ALY

Larry Goidsmith, Managing Director - Public Markets

Date

Cathy |berg, Managing Director - Marketable Aiternatives

Date

Trey Thompson, Managing Director - Non-Marketable Alternatives

Date



Hliquid investments approved/delegated or funded from last report to UTIMCO Board through current
report date
May 1 through July 31, 2006

Board
Approved/ Committed Amount Funded Amount

Private Equity investments Delegated PUF GEF PUF GEF

PTV Sciences H, L.P. 57212006 $ 35,000,000.00 § 15,000,000.00 3 69968297 §  299,864.13
Cortec Group Fund IV 6/22/2006 % 35,000,000.00 % 13,000,000.00 $ 1202,778.00 §  315476.00
TDR Capital II, L.P¥ 6/26/2006 $ 44,058,000.00 % 18,882,000.00

Centerbridge Capital Partners, L.P. 6/30/2006 $ 35,000,000.00 § 15,000,000.00

Francisco Pariners I, L.P. 6/30/2006 $ 28.000,000.00 § 12,000,600.00 $  630,00000 5 270,000.00
Triton Fund 1, L.P.* 1112006 $ 26,292.000.60 § 11,268,000.00

*Euro denorinated commitments o Non US funds are converted to US dollars using the exchange refe in effect on the ciosing date.

Public Markets

None
Hedge Fund Peol Hedge Fund Pool
Committed Funded
Marketable Alternative investments Amount Amount
None $ - $ -
Change in investment's Hquidity classification
None
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Agenda ltem
UTIMCO Board Meeting
September 22, 2006

Agenda ltem: Discussion of Risk Dashboard

Developed By: [berg, Reed

Presented By: tberg, Reed

Type of ltem: Information ttem

Description: UTIMCO has developed a set of standardized charts and graphs that will be

provided fo 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 July 2006.

Discussion: 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.

Recommendation: None

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

Description:

Discussion:

Recommendation:

Reference:;

Agenda ltem
UTIMCO Board of Directors Meeting
September 22, 2006

Comprehensive Derivative Report
Goldsmith, Shah, Childers, Reed
Iberg

Information ltem

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

As of July 31, 2006, net mark-to-market values of derivatives (internal and external)
was negative $62.0 million.

The mark-to-market value of over-the-counter options was negative $66.4 million.
While $74.0 million was owed fo counterparties by the PUF, GEF and ITF {Funds),
$7.6 million was owed by counterparties fo the Funds. This $7.6 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.
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Agenda ltem:
Developed by:
Presented by:
Type of ltem:

Description:

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
September 22, 2006

Report on Actions taken under the Delegation of Authority
Staff

tberg

Information item

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

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

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

arrangements.

Manager Activity Taken Under the Delegation of Authority; New Contracts and
Existing Contract Renewals, Leases, and Other Commercial Arrangements.
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TAB 3-F




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

Description:

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCQO Board of Directors Meeting
September 22, 2006

intermediate Term Fund (ITF) Update

Goldsmith, Patrick

Goldsmith

information item

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

None

None

Intermediate Term Fund (ITF) Update Presentation
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Presentation Materials to be Distributed at
September 22, 2006 Meeting



TAB S



Agenda ltem:

Developed By:

Presented By:

Type of ltem:

Description:

Discussion:

Agenda item
UTIMCO Board Meeting
September 22, 2006

Recommendation of Cambridge Associates as Investment Consultant
Iberg, Moeller

lberg

Action item; Action required by UTIMCO Board

UTIMCO Staff sent out a Request for Proposal (RFP) on June 1, 2006. The
investment consultant provides consulting services to the UTIMCO Board as well as
UTIMCO staff. The investment consultant has expertise related fo all investment
classes, including private capital and marketable alfernatives, and general
investment consulting capabilities. An internal UTIMCO staff committee was formed
to review the RFP's and to recommend fo the Board a firm to serve as investment
consultant. The internal committee was comprised of Bob Boldt, Cathy Iberg, Trey
Thompson, Andrea Reed, Joan Moeller, Laura Patrick and Gary Hill.

Cambridge Associates has served as UTIMCO's investment consuitant since its
inception in 1996, undertaking a number of assignments.  Under the current
contract with Cambridge, UTIMCO receives Cambridge’s full range of information,
research, and consulting services, including full access to web based internet
services. Cambridge Associates provides a variety of services, including benchmark
review, hedge fund manager search, international equity manager search, manager
search assistance, spending analysis, miscellaneous requests, discussion on private
equity group, spending policy memorandum, preparation of endowment exhibits,
investment research, data request of endowment returns, asset allocation review,
asset allocation study, asset allocation presentation, and alternative assefs study.
Cambridge Associate’s current contract expires November 30, 20086.

The RFP was sent fo seven firms. Four of the firms responded to the RFP. Those
fims were Cambridge Associates, Wilshire Associates, Strategic Invesiment
Solutions, and LCG Associates. Based on the proposals, staff concluded that
Cambridge Associates was the most experienced firm in the endowment area.
Cambridge has provided investment consulting and financial planning services fo
colleges, universities, and their affiiated foundations since 1973.  With
approximately 200 college and university clients today, Cambridge Associates has
gained broad experience assisting trustees, investment committees, and senior
officers with a wide range of investment and financial issues.

Members of the internal committee will discuss with UTIMCO Board the proposals
from the investment firms and the reasons for their decision to recommend retaining
Cambridge Associates.



Agenda Item
UTIMCO Board Meeting
September 22, 2006

Recommendation:  Staff recommends that the UTIMCO Board retain Cambridge Associates as
investment consultant and requests that the UTIMCO Board authorize staff o
pursue a new contract with Cambridge. Staff will also consult with the Board on
services to be provided by Cambridge.

Reference: Request for Proposal



RESOLUTION RELATED TO INVESTMENT CONSULTANT
SELECTION

RESOLVED, that the Board approve the selection of Cambridge Associates as
investment consultant for the Corporation.




The University of Texas
Investment Management Company

Request for Proposal
Investment Consultant

June 1, 2006



I. Introduction

Request for Proposal

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

Description

UTIMCO is a 501(ci3) investment management corporation whose sole purpose is the
management of investment assets under the fiduciary care of the Board of Regents of The
University of Texas System (Board of Regents) Created in March 1996, UTIMCO is the first
external investment corporation formed by a public university system. The Board of Regents has
delegated investment management responsibility for all investments to UTIMCO, subject to
compliance with Board of Regents approved investment policies. It invests endowment and
operating funds in excess of $19.4 billion, including the Permanent University Fund, the General
Endowment Fund, the Permanent Health Fund, the Long Term Fund, the Intermediate Term Fund,
the Short Term Fund, and various separately invested funds. UTIMCO is govemned by a nine-
member Board of Directors appointed by the UT System Board. The UTIMCO Board of Directors
includes three members of the UT System Board, the Chancellor of The University of Texas
System, and five outside investment professionals.

ll. Background Information

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

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

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

B) The General Endowment Fund (GEF), created March 1, 2001, is a pooled fund established for
the collective investment of long-term funds under the control and management of the Board of
Regents. The GEF is organized as a mutual fund and has two participants, the Permanent Health
Fund {PHF) and the Long Term Fund (LTF). The PHF and LTF initially purchased units of the



Fund on March 1, 2001, in exchange for the confribution of their investment assets. The GEF
provides for greater diversification of investments than would be possible if each account were
managed separately. The GEF is invested in a broadly diversified portfolio including equity, fixed
income, and absolute retum investments. As of February 28, 2006, the net asset value of the GEF
was $5.2 billion.

C) The PHF is an internal University of Texas System mutual fund for the pooled investment of
state endowment funds for health-related institutions of higher education, created August 30, 1999,
with proceeds from state tobacco litigation. The 76% Legislature established three permanent
funds and thirteen higher education endowments. The PHF participants (unitholders) consist of
one of the permanent endowments and eight of the thirteen higher education endowments. On
March 1, 2001, the PHF purchased units in the newly created GEF in exchange for the contribution
of its investment assets. The PHF no longer invests in individual securities except for GEF units
and a negligible amount of cash. Cash distributions are paid quarterly. As of February 28, 2006,
the net asset value of the PHF was $966 million.

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

E) Operating funds of UT System are invested in a money market fund and a new fund, the
intermediate Term Fund (ITF). The ITF was funded on February 1, 2006. The [TF is structured as
a mutual fund in which each of the participating 15 UT System institutions and UT System
administration purchase units on a monthly basis. The ITF is invested in a broadly diversified
portfolic including equity, fixed income, and absolute return investments. However, it does not
invest in private equity investments. The ITF's net asset value as of February 28, 2006, was $2.9
billion. The money market fund (Short Term Fund) had a net asset value of $1.1 billion. Total
operating funds were $4.0 billion

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



1. Instruction for Responses

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

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

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

Greg Lee

UTIMCO

401 Congress Avenue, Suite 2800
Austin, Texas 78701

Tel: (512) 225-1606
e-mail: glee@utimco.org

Public Information

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

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

Presentations and/or Interviews

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

Key Events Schedule
« June 1, 2006 RFP sent to candidate firms
« July 15, 2006 Deadline to respond to RFP
« July 31, 2006 Review of proposals and narrow list of candidates fo 3
+ August 31, 2006 UTIMCO visits candidates and/for views candidate presentations
» September 2006 Placeholder for presentation to UTIMCO Board and
selection of investment consultant
- November 2006 Final negotiation of contract
+ November 2006 Board approves contract (or has given staff authority to negotiate

contract at its September 2006 meeting)



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

Greg Lee
UTIMCO

401 Congress Avenue, Suite 2800
Austin, Texas 78701

IV. Questionnaire

A. Profile

Name of Responding Firm

Name and Title of Primary Contact

Address of Primary Contact

Telephone

Fax Number of Primary Contact

E-mail address of Primary Contact

B. Organization

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

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

3. Include an ownership organizational chart showing this structure. Describe the line(s} of
business of your firm, your parent organization and any affiliation.

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

Endowments

» Foundations

e Public Pension Funds

¢ Private Pension Funds



« Individuals
e Other

Please provide both number of clients, assets advised, and fee percentages of total fees.
. What is the total client doliars under advisement by your firm?
Please provide a representative client list.

. What experience does your firm possess in providing investment consulting to institutions like
UTIMCO?

Please provide three references.

. Conflicts of Interest

Is your firm, its parent or affiliate, a registered investment advisor with the SEC under the
Investment Advisors Act of 19407 If not, what is your fiduciary classification? Please include
Form ADV, Part I

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

. Are there any circumstances specifically related to your investment consulting activities under
which your firm, its officers or employses receive direct or indirect compensation from
investment managers? If so, please describe in detail.

Describe the firm's policy on conflict of interest. Does your firm, its parent or affiliate sell
information or any other services to investment managers? If so, please describe in detail.
Does your firm have any affiliation with a brokerage firm? If so, please describe.

. Are there any circumstances under which your firm receives compensation for investment
management, rather than consulting services? If so, please provide a list of current clients and
indicate the percentage of total fee revenue derived from this line of business.

. Employees

Provide an organizational chart showing the number of empioyees, professional and support,
in each function.

Describe the volume of work handled by your key personnel and the lead consultant identified
for this account.



3. How do you recruit, retain, and compensate qualified individuals?

4. What has been the turnover in your professional staff in past 3 years?

5. Explain how the consultant(s) dedicated to UTIMCO’s account would function, including the
lead person, back-up, quality control procedures and support services. Provide biographies of
the key individuals.

E. Consulting Activities

Investment Planning and Asset Allocation

1. Outline your approach to the development of an investment policy and asset allocation.
2. Describe your firm's typical involvement in preparing guidelines for investment managers.

3. Discuss the asset allocation models you employ. How does your firm develop asset class
assumptions?

4. Qutline your process for maintaining and providing a continuous review of investment policy,
asset allocation and portfolio structure.

Investment Manager Search

5. Does your firm maintain an in-house database of investment managers? If not, what vendor
do you purchase the database from? How many managers are contained in the database?
What asset classes are covered?

6. Describe how your firm or your vendor gathers, verifies, updates and maintains the data
collected on managers for the database.

7. Do you or your vendors charge direct or indirect fees for investment managers to be included
in your firm's database? What are the fees? How do you prevent conflicts of interest?

8. If you have an in-house database, do you sell it to third parties? How do you receive
compensation?

9. Do you have individuals dedicated to manager research within your firm? if so, how many and
where are they located? Describe their role in the manager search process.

10. What are the guidelines you give to a client with respect to terminating an investment
manager?

Performance Reporting

11. Describe your performance monitoring capabilities and the staff performing these functions.



12,

13.

14.
185.

16.

Give a brief overview of the hardware and software systems used in the production of
performance reports. Is the software developed in-house? Is any work subcontracted to
another firm?

Describe how benchmarks are chosen or developed and how performance is compared to
similar portfolios. Can your firm provide custom/style benchmarks and universes?

Can performance monitoring reports be customized?
When are performance monitoring reports available?

Please provide a sample of your performance monitoring report.

Alternative Assets Capabilities

17.
18.
19.

20.

Discuss your firm's investment philosophy regarding alternative investments,
Describe the firm’'s competitive advantage in providing alternative assets consutting.

Describe the firm's experience in researching and analyzing various types of alternative
investments.

Describe the firm's experience in preparing and presenting detailed investment
recommendations to senior investment staff and board members.

Research

21.

22.

23.

Describe the internal structure and organization of your research department. 1f no separate
department exists, describe how this function is performed.

Please provide examples of your research.

Do you have a research platform that is accessible by all clients? If so, please describe.

Investment Risk Management

24.

25.

Discuss your firm's familiarity with investment risk management.

Describe the firm’s experience in risk management consulting.

IV. Fee Proposal

1. Please indicate all services you propose to provide and their associated fees.
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Agenda item:
Developed By:
Presented By:
Type of ltem:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board Meefing
September 22, 2006

Recommendation of Vinson & Elkins, LLP as Legal Counsel
Iberg, Moeller

Iberg

Action item; Action required by UTIMCO Board

UTIMCO Staff sent out a Request for Information (RFI) on May 8, 2006, The
ourpose of the RFI was to request information from law firms interested in providing
jegal services fo UTIMCQ. The role of outside counsel is to provide guidance and
assistance to the UTIMCO Board, its individual members, and UTIMCO staff in
matters related to UTIMCO business. An internal UTIMCO staff committee was
formed fo review the RFI's, interview the firms, and recommend fo the Board a firm
to serve as legal counsel. The internal committee was comprised of Bob Boldt,
Cathy Iberg, Trey Thompson, and Joan Moeller.

Vinson & Elkins has been UTIMCO's counsel since UTIMCO's inception. Jerry
Tumer is lead counse! and manages the relationship with UTIMCO. He assigns
specialized attorneys to work on various matters related to UTIMCO. Vinson &
Elkins provides counsel on both corporate and investment matters and responds fo
issues and questions brought forth by both UTIMCO directors and staff.

The internal committee working with The University of Texas System staff and
others developed a list of ten firms with the skills and expertise to serve UTIMCO's
needs. The RFI was set fo these ten firms. Seven of the firms responded fo the
RFi. Those firms were Bracewell & Giuliani, LLP; Fulbright & Jaworski, LLP;
Jackson Walker, LLP; Jenkins & Gilchrist, Lock, Liddell, & Sapp, LLP; Vinson &
Elkins, LLP; and Beck, Redden, & Secrest, LLP. From these seven firms, UTIMCO
selected four as finalists: Bracewell & Giuliani, LLP; Fulbright & Jaworski, LLP;
Jenkins & Giichrist; and Vinson & Elkins, LLP. Upon review of the RF|, three of the
firms were invited fo UTIMCO offices to discuss their qualifications and meet with
the internal committee. The internal commitiee did not request that Vinson & Elkins,
current counsel, meet with the committee since members of the committee have
worked with Vinson & Elkins for several years.

Members of the internal commities will discuss with UTIMCO Board the results of
their meetings with the legal firms and the reasons for their decision to recommend
retaining Vinson & Elkins as legal counsel.

Staff recommends that the UTIMCO Board refain Vinson & Elkins as legal counsel.

Request for information



RESOLUTION RELATED TO LEGAL COUNSEL SELECTION

RESOLVED, that the Board approve the selection of Vinson & Elkins, LLP as legal
counsel for the Corporation.




The University of Texas
Investment Management Company

Request for Information
Corporate and Investment Legal Representation

May 8, 2006
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. Introduction

Request for information (RFi}

The purpose of this Request for Information (RFI) is to request information from law firms
interested in providing legal services to The University of Texas Investment Management Company
(UTIMCO). The role of outside counsel is to provide guidance and assistance to the UTIMCO
Board, its individual members, and UTIMCO staff in matters related to UTIMCO business. Outside
counsel is available to answer any questions UTIMCO Board members may have related to his or
her role as a director of UTIMCO, including ethics and policy questions. Recurring general counsel
services provided by outside counsel include the following:

« participation in all UTIMCO Board meetings and committee meetings

« guidance related to the government provisions covering open meetings and open
records law

« review and participation in drafting of policies, including investment policy statements,
derivative policy, liquidity policies, efc.

« guidance and opinions conceming the Code of Ethics

« review of investment manager contracts, investment advisory agreements, limited
partnership agreements, side letters, subscription documents, efc. (including
assistance with disclosure and tax issues)

« review of certain vendor contracts such as broker ISDA (International Swap Dealers
Association} agreements

» guidance on various federal regulation, rules and reporting requirements related to
human resources, including employee benefit plan administration and compensation
program matters

« development of materials and participation at new board member orientation sessions

» review and/or draft language of amendments to corporate documents, including
bylaws, investment management services agreement, and committee charters, and

« general knowledge and application of general state law and framework.

Description

UTIMCO is a 501(c)(3) investment management corporation whose sole purpose is the
management of investment assets under the fiduciary care of the Board of Regents of The
University of Texas System {Board of Regents.) Created in March 1996, UTIMCO is the first
external investment corporation formed by a public university system. The Board of Regents has
delegated investment management responsibility for all investments to UTIMCO, subject to
compliance with Board of Regents approved investment policies. [t invests endowment and
opetating funds in excess of $19.4 billion, including the Permanent University Fund, the General
Endowment Fund, the Permanent Health Fund, the Long Term Fund, the Intermediate Term Fund,
the Short Term Fund, and various separately invested funds. UTIMCO is governed by a nine-
member Board of Directors appointed by the UT System Board. The UTIMCQO Board of Directors
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includes three members of the UT System Board, the Chancellor of The University of Texas
System, and five outside investment professionals.

ll. Background Information

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

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

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

B) The General Endowment Fund (GEF), created March 1, 2001, is a pooled fund established for
the collective investment of long-term funds under the control and management of the Board of
Regents. The GEF is organized as a mutual fund and has two participants, the Permanent Health
Fund (PHF) and the Long Term Fund (LTF). The PHF and LTF initially purchased units of the
Fund on March 1, 2001, in exchange for the contribution of their investment assets. The GEF
provides for greater diversification of investments than would be possible if each account were
managed separately. The GEF is invested in a broadly diversified porifolio including equity, fixed
income, and absolute refumn investments. As of February 28, 2006, the net asset value of the GEF
was $5.2 hillion,

C) The PHF is an internal University of Texas System mutual fund for the pooled investment of
state endowment funds for health-related institutions of higher education, created August 30, 1999,
with proceeds from state fobacco litigation. The 76" Legislature established three permanent
funds and thirteen higher education endowments. The PHF participants {unitholders) consist of
one of the permanent endowments and eight of the thirteen higher education endowments. On
March 1, 2001, the PHF purchased units in the newly created GEF in exchange for the contribution
of its investment assets. The PHF no longer invests in individual securities except for GEF units
and a negligible amount of cash. Cash distributions are paid quarterly. As of February 28, 2006,
the net asset value of the PHF was $966 mitiion.

D) The LTF is an internal UT System mutual fund for the pooled investment of over 7,000 privately
raised endowments and other long-term funds supporting various programs and purposes of the 15
institutions comprising UT System. The LTF was formerly known as the Common Trust Fund. The
LTF was established February 9, 1995, by the Board of Regents to succeed the Common Trust
Fund pooled investment fund. The Common Trust Fund was established by the Board of Regents
in 1932. The LTF is structured as a mutual fund in which each endowment or account purchases
units at the LTF's market value per unit. Cash distributions are paid quarterly directly to the UT
System institution of record based on a per unit payout established by the Board of Regents. On
March 1, 2001, the LTF purchased units in the newly created GEF in exchange for the contribution
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of its invesiment assets. The LTF no longer invests in individual securities except for GEF units
and a negligible amount of cash. As of February 28, 2008, the net asset value of the LTF was $4.3
billion.

E) Operating funds of UT System are invested in a money market fund and a new fund, the
Intermediate Term Fund (ITF). The ITF was funded on February 1, 2006. The ITF is structured as
a mutual fund in which each of the participating 15 UT System institutions and UT System
administration purchase units on a monthly basis. The ITF is invested in a broadly diversified
portfolio including equity, fixed income, and absolute return investments. However, it does not
invest in private equity investments. The ITF's net asset value as of February 28, 2006, was $2.9
billion. The money market fund {Short Term Fund) had a net asset value of $1.1 billion. Total
operating funds were $4.0 billion

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

I, Instruction for Responses

General

UTIMCO invites responses to this RF! from qualified firms interested in providing legal services
under the direction and supervision of UTIMCO Board and staff. UTIMCO is accepting responses
to the RF! in connection with its review of outside legal counsel. The law firm should be admitted
to practice before Texas United States District Courts.

Submittal deadline
UTIMCO will accept responses until 5:00 p.m. Centrai, June 9, 2006.

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

Greg Lee

UTIMCO
401 Congress Avenue, Suite 2800
Austin, Texas 78701

Tel: (512) 225-1606
e-mail: glee@utimco.org

Public Information

UTIMCO considers all information, documentation, and other materials requested to be submitted
in response to this solicitation to be of a non-confidential andfor non-proprietary nature and
therefore shall be subject to public disclosure under the Texas Public Information Act (Texas
Government Code, Chapter 552.001, et seq.) after a contract is awarded.
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Respondents are hereby notified that UTIMCO strictly adheres to all statutes, court decisions and
opinions of the Texas Attorney General with respect fo disclosure of RFP information.

Presentations and/or Interviews

After receipt of each respondent’s responses, respondent may be requested to present an oral
presentation to UTIMCO to cover the respondent's qualifications. [n addition, UTIMCO may
request the opportunity to conduct interviews with lead attorneys.

Key Events Schedule
May 8, 2006 RFI sent to candidate firms
June 9, 2006 Deadline fo respond fo RF|
July 15, 2006 Completion of firm interviews and/for presentations

July 31, 2006 Staff recommendation finalized
August 15,2006  Negotiation and completion of contract if necessary
September, 2006 Approval of legal firm

L * L] - [ ] -

Submittal Instructions
Responses should be sent by mail, facsimile, electronic mail, or defivered in person, marked
"Response to Request for Information” and to:

Greg Lee
UTIMCO

401 Congress Avenue, Suite 2800
Austin, Texas 78701

IV. Reponses

A, Profile

Name of Responding Firm

Name and Title of Primary Contact

Address of Primary Contact

Telephone

Fax Number of Primary Contact

E-mail address of Primary Contact
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B. Questionnaire
(1) Provide a description of the firm's or attorney's qualifications in all areas of practice, including,
but not limited to, the firm’s experience related to:

» expertise in investment assets, covering private equity, venture capital, hedge funds,
hedge funds, real estate, commodities, energy, fixed income, developed markets,
emerging markets, derivatives, etc.

e the investment area covering its experience reviewing investment manager contracts,
investment advisory agreements, limited parinerships, side letters, subscription
documents, efc.
securities law, regulatory compliance, and tax issues in the investment area
endowment fund experience
non-profit entities
Texas Open Meetings Act
Open Records Provision of the Government Code
employee benefits and compensation
corporate governance and compliance
general corporate expertise

* o & & & & & @

(2) Provide the firm’s organizational structure, number of offices, and other general information.

(3) Provide the names and experience of the lead attorneys who will be assigned to work on
UTIMCO matters and specialized areas, the availability of the lead attorney and others assigned to
UTIMCO's account

(4) Submit fee information {either in the form of hourly rates for each attorney who may be
assigned to perform services in relation to UTIMCO law matters, comprehensive flat fees, or other
fee arrangements directly related to the achievement of specific goals and cost controls) and
billable expenses;

(5) Provide a comprehensive description of the procedures to be used by the firm to supervise the
provision of legal services in a timely and cost-effective manner;

(6) Disclose any conflicts of interest (identifying each and every matter in which the firm has, within
the past caiendar year, represented any entity or individual with an interest adverse to UTIMCO,
U.T. System, or to the State of Texas, or any of its boards, agencies, commissions, universities, or
elected or appointed officials); and

(7) Confirmation of willingness to comply with policies, directives, and guidelines of UTIMCO and
The University of Texas System.
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Agenda ltem:
Developed By:
Presented By:
Type of ltem:

Description;

Recommendation:

Discussion:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
September 22, 2006

Update on Risk Consultant Selection
Reed

Reed

Discussion item; no action required

UTIMCO Staff and the Risk Committee issued a Request for Proposal to identify and
hire a Risk Consultant to advise the Committee and Board on risk matters. Thisis a
discussion of the status of that process.

None

In May 2006 the UTIMCO Board and Risk Committee made the decision {o hire a
consultant fo review UTIMCO's risk management acfivities and provide on-going
advice to the Committee, Board and UTIMCO. On August 1, staff issued a
Request for Proposal o five candidates. In early September, 4 of the 5 candidates
responded with proposals. UTIMCO Staff has reviewed the proposals and plans to
discuss their findings to a Risk Commitiee meeting in late September. Following
that meeting, members of the Risk Committee will interview the finalists. In October,
the Risk Committee will reconvene fo decide on and approve the hiring of the
consultant.

Update: Risk Consultant RFP
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Agenda ltem:
Developed By:
Presented By:
Type of tem:

Description:

Recommendation:

Discussion:

Reference;

Agenda item
UTIMCO Board of Directors Meeting
September 22, 2006

Consideration of Adjustments to Corporation’s Budget

tberg, Moeller

Iberg

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

The UTIMCO Board approved UTIMCO's 2006/2007 budget at its meeting on July
13, 2006.  Staff is requesting a one-time increase of $668,570 in the UTIMCO
services budget due to costs associated with the resignation of the President and
CEOQ and subsequent search and hire of a new President and CEO. The UTIMCO
services budget is amended to $13,940,638 to accommodate the one-time increase
of $668,570. Since adjustments are not requested for the previously approved direct
funds’ budget of $43,419,269, the total amended budget (services budget and direct
funds’ budget) is $57,359,907.

UTIMCO staff recommends that the increase of $668,570, resulting in an amended
UTIMCO Services Budget for 2006-2007 of $13,940,638 and a fotal operating
budget of $57,359,907, be approved. The amended annual fee request is also
recommended to be approved.

The increase of $668,570 is an increase of 5.0% of the previously approved
UTIMCO services budget and an increase of 1.2% of the previously approved total
operating budget. The UTIMCO Board previously approved a UTIMCO Services
budget of $13,272,068 and a total operating budget of $56,691,337 for the 2006-
2007 fiscal year. The details of the requested increase of $668,570 are as follows:

Net salary adjustments and fransition and retention bonuses $294,570

Executive search firm and other hiring costs 274,000
Legal fees 100,000
Total $668,570

The net salary adjustments and transition and retention bonuses were calculated
assuming a new President and CEO would commence employment as of March 1,
2007, and he or she would not be eligible to participate in the UTIMCO performance
plan for the performance period ending June 30, 2007,

Foliowing is an amended budget:

UTIMCO Services $13,940,638
Direct Fund’s Budget 43,419,269
Total Approved Budget $57,359,907

Annual Fee and Allocation Schedule



RESOLUTION RELATED TO BUDGET

RESOLVED, that the $668,570 increase to the Corporation’s Operating
Budget for the period September 1, 2006 through August 31, 2007 be,
and is hereby approved; and further

RESOLVED, that the Corporation’s Amended Operating Budget of
$57,359,907 and the Fee Request, for the period September 1, 2006
through August 31, 2007, be and are hereby approved, subject to
approval by the U. T. System Board of Regents.
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