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UTIMCO BOARD OF DIRECTORS
ANNUAL MEETING AGENDA
April 23, 2009

UTIMCO

401 Congress Avenue, Suite 2800
Austin, Texas

Time ltem # Agenda item

Begin End
OPEN MEETING:

Call to Order of the Annual Meeting/Discussion and Appropriate Action on Minutes of
February 5, 2000 Meeting and February 12, 2009 Meeting*

905am. 10:30am. 2 Endowment and Operating Funds Update Report

.

900 am. 9:05am.

Recess for Briefing Session pursuant to Texas Education Code Section 66.08(h)(2)
related to Investments

11:30 am. 1210pm. 3 Reconvene in Open Session:
Report on Factor Analysis: Effects of Growth and inflation on Assef Class Returns

i210pm. 12:30pm. 4 Report from Risk Committee and Discussion and Appropriate Action on Recommendation of
Distribution Rates for the investment Funds®

Recess for Lunch

1:00 p.m.  1:30p.m. 5 Reconvene in Open Session: _
Information Technology Peer Review Presentation

1:30pm. 145pm. 6
145pm.  215p.m. 7
2:15p.m.  245p.m. 8 Educational Program for UTIMCO Directors
245pm. 3:00pm. 9

UTIMCO Organization Update
Legislative Update

Discussion and Appropriate Action Related to Corporate Resolutions:
- Election of UTIMCO Officers™
- Designation of Key Employees®

300pm.  315pm. 10 Convene info Executive Session
Pursuant to Section 551.074, Texas Government Code, the Committee may convene in
Executive Session for the purpose of deliberating individual personnel compensation
matters related fo the CEO and Chief Investment Officer
Reconvene into Open Session
Report from Compensation Committee
- Discussion and Appropriate Action Related to Voluntary Deferral of Performance
Incentive Award earned by the CEO and Chief Investment Officer, if any, for the
Performance Period ended June 30, 2009*

3t5pm. 330pm. N Report from Audit and Ethics Committee
3:30pm. 400pm. 12 Discussion of Investment Environment and Oppdﬂunities

4:00 p.m. Adjournment
* Action by resolution required
By: The University of Texas vestment Management Company
Members of the Board may attend the meeling by telephone conference call pursuant to Tex. Educ. Code Ann,
§ 86.08(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 te be open fo the public.

Next Scheduled Meeting: July 8, 2009
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RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the meetings of the Board of Directors held on
February 5, 2009 and February 12, 2009, 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 11:20 a.m. on the 5th day of February 2009, at the offices
of the Corporation, Suite 2800, 401 Congress Avenue, Austin, Texas, said meeting having been called by
the Vice Chairman, J. Philip Ferguson, with nofice provided to each member in accordance with the
Bylaws. The audio portion of the meeting was electronically recorded.

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

J. Philip Ferguson, Vice Chairman
Clint Carlson
Paul Foster
Colleen McHugh
Ardon E. Moore
Erle Nye
Charles W. Tate

Accordingly, a majority and quorum of the Board was in attendance. Chairman Robert B, Rowling did not
attend the meeting. Employees of the Corporation attending the meeting were Cathy Iberg, President and
Deputy CIO; Joan Moeller, Secretary and Treasurer; Christy Wallace, Assistant Secretary; Cecilia
Gonzalez, internal General Counsel and Chief Compliance Officer; Lindel Eakman, Managing Director -
Private Markets; Bill Edwards, Managing Director - Information Technology; and other Staff members.
Other attendees were Keith Brown of the McCombs School of Business at UT Austin; Jerry Turner and Bob
Jewell of Andrews Kurth LLP; Jim Phillips, Mark Gentle, William Huang, Moshmee Kalamkar, Miles
Ragland, of UT System Administration; Bruce Myers, Hamilton Lee and Jeanne Rogers of Cambridge
Associates; and Greg Anderson of Texas A&M University System. Chancellor Francisco G. Cigarroa,
M.D., Vice-Chairman for Policy of the Board; Bruce Zimmerman, CEQ and Chief Investment Officer; and
Philip Aldridge of UT System joined later in the meeting as noted in the minutes. Mr. Ferguson called the
meeting to order at 11:20 a.m.

Minutes

The first matter fo come before the Board was the approval of the minutes of the meeting of the Board of
Directors held-on November 7, 2008. Upon motion duly made and seconded, the following resolution was
unanimously adopted by the Board:

RESOLVED, that the minutes of the meeting of the Board of Directors held on
November 7, 2008, be, and are hereby, approved.



Corporate Resolutions

Mr. Ferguson recommended approval of two corporate resolutions. Upon motion duly made and seconded,
the following resolutions were unanimously adopted:

RESOLVED, that Francisco G. Cigarroa, M.D., is hereby appointed to the office of
Vice Chairman for Policy of the Corporation, to serve until the next Annual Meeting
of the Corporation or until his or her earlier death, resignation or removal, and

RESOLVED, that the Annual Meeting of the Board of Directors will be held on April
23, 2009, in Austin, Texas.

Risk Committee Report

Mr. Ferguson asked Mr. Tate to report on the last meeting of the Risk Committee. Mr. Tate stated that the
Risk Committee last met on January 29, 2009, He reporied that the Risk Committee reviewed compliance
reporting, reviewed and discussed risk reporting, and discussed and approved mandate categorizations. At
the Committee meeting, it was reported that during the quarter ended November 30, 2008, More Correlated
and Constrained Investments (MCC) were below their minimum range while Private Markets Investments
exceeded the maximum range set by the Investment Policy Statements for the PUF and GEF. No new
Private Markefs Investment commitments were being made while Private Markets Investments remained
above the maximum range. Both incidents were reported and managed as per policy requirements, and all
Investment Types were back within range at the time of the meeting. Mr, Tate also reported that the overall
risk for the ITF had fallen slightly below the risk range, but the ITF breach was reported and managed as
per policy and was back in range at the time of the meeting. Ms. Gonzalez reported to the Committee that
there were three external manager contracts out of compliance with investment guidelines during the
quarter. Mr. Warner and Mr. Schau explained the details to the Board and answered the Directors’
questions. As explained to the Board, both instances were minor and the exceptions were allowed after
discussion with the managers. Mr. Tate sfated that Ms. Gonzalez gave a report on the Institutional
Compliance Program Quarterly Report for the Quarter Ended November 30, 2008, and gave a summary of
reviews she had performed as Chief Compliance Officer, with no significant findings. Mr. Tate stated that,
on behalf of the Risk Committee, he believes that the Chief Compliance Officer position is monitoring
compliance in all aspects, is functioning quite well, and is a benefit fo the management of the Corporation.
The Commitiee reviewed the Categorization of New Investment Mandates and Re-categorization of
Investment Mandate and approved eight categorizations of new investment mandates and two
recommended re-categorizations of existing mandates being submitted for their review and approval or re-
categorization. These represented the mandate categorizations prepared by staff from October 1, 2008,
through January 15, 2009,



Policy Committee Report

Mr. Rowling asked Ms. McHugh to give a report on behalf of the Policy Committee. Ms. McHugh stated
that the Policy Committee last met less than an hour ago, prior to the Board meefing, in a joint meeting with
the Risk Committee. Ms. McHugh recommended on behalf of the Policy Committee, and Mr. Tate on
behalf of the Risk Committee, approval of the proposed amendments to the Exhibits of the Investment
Policy Statements as presented. Upon motion duly made and seconded, the following resolution was
unanimously adopted:

RESOLVED, that amendments to the Exhibits A of the Investment Policy
Statements of the Permanent University Fund, General Endowment Fund, and
intermediate Term Fund and Exhibits B of the Investment Policy Statements of the
Permanent Health Fund and Long Term Fund, as presented be, and are hereby,
approved, subject to approval by the Board of Regents of The University of Texas
System.

Compensation Committee Report

Mr. Ferguson gave a report on behalf of the Compensation Committee, which had also met the same
morning prior o the Board meeting. The Committee recommended to the Board to amend the current
benchmark for the Less Correlated and Constrained Investments {LCC) benchmark from the MSCI
Investable Hedge Fund index fo the Hedge Fund Research Indices {HFRI} Fund of Funds Composite
Index. The Committee also recommended amendmenis to the Target and Maximum Performance
Standards of the LCC, currently 125 bps and 250 bps, respectively and that the Performance Standards
Target and Maximum be changed fo 75 bps and 150 bps, respectively. The Committee also recommended
that the names of the Lehman Brothers’ indices benchmarks in Appendix D, Table 2, be changed fo the
Barclays Capital indices due to the acquisition of Lehman Brothers by Barclays Capital, Inc. in September
2008. Upon motion duly made and seconded, the following resolution was unanimously adopted:

WHEREAS, Section 7.2 of the UTIMCO Compensation Program {the “Plan”) gives
the Board the right in its discretion to amend the Plan or any portion thereof from
time to time, to suspend it for a specified period, or to terminate it entirely or any
portion thereof; and

WHEREAS, the current benchmark for the Less Correlated and Constrained
Investments {"LCC"), MSCI Investable Hedge Fund Index, was discontinued by
MSCI on January 21, 2009, which necessitates the selection of a replacement
benchmark for the LCC; and

WHEREAS, the Lehman Brothers’ indices benchmarks set forth in Appendix D,
Table 2 have been rebranded as Barclays Capital indices due to the acquisition of
Lehman Brothers by Barclays Capital, Inc. in September 2008; and

WHEREAS, Sections 5.8(a) and (b) of the Plan provide that the benchmarks and
Threshold, Target, and Maximum Performance Standards for the Total
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Endowment Assels, Intermediate Term Fund, and the Assef Class/investment
Type will be set forth on Appendix D, Table 2; and

WHEREAS, subject to the approval of the Board of Regents of The University of
Texas System, the UTIMCO Board has approved amendments fo Exhibit A to the
Investment Policy Statements for the Permanent Endowment Fund, the General
Endowment Fund, and the Infermediate Term Fund to replace the LCC benchmark
with the HFRI Fund of Funds Composite Index benchmark; and

WHEREAS, the change in the LCC benchmark necessitates changes to the Entity
Benchmarks: Total Endowment Funds and Intermediate Term Fund; and

WHEREAS, the UTIMCO Board has reviewed the proposed changes to the Target
and Maximum Performance Standards for the LCC, Total Endowment Assets, and
Intermediate Term Fund, and the name change of the Lehman Brothers’ indices
as set forth on the proposed Appendix D, Table 2; and

WHEREAS, the UTIMCO Board wishes fo document its approval of the
amendments to Appendix D, Table 2, subject to the approval by the Board of
Regents of The University of Texas System of the amendments to Exhibit A to the
investment Policy Statements for the Permanent Endowment Fund, the General
Endowment Fund, and the Intermediate Term Fund.

NOW, THEREFORE, be it

RESOLVED, the amended Appendix D, Table 2, in the form attached hereto, is
hereby adopted and approved as part of the Plan, o be effective as of January 1,
2009.

Audit and Ethics Committee Report

Mr, Ferguson asked Mr. Nye to report on behalf of the Audit and Ethics Committee. Mr. Nye stated that the
Audit and Ethics Committee met on January 29, 2009. Tom Wagner, engagement pariner, presented lo
the Audit and Ethics Committee the Deloitte & Touche LLP Audit Results and Communications letter and
answered guestions related to the financial statements for the Corporation. Deloitte & Touche LLP issued
unqualified opinions on the August 31, 2008 financial statements. The Committee approved Deloitte &
Touche LLP’s Financial Statement Audit Results and Communications and the audited financial statements
for the Corporation, and recommended that the Board approve the same. Mr. Nye reported that also
presented at the Committee Meeting were the unaudited Financial Statements for the three months ended
November 30, 2008 for the Investment Funds and the Corporation, a report by the UT System Audit Office,
and an update of other compliance, reporting, and other audit issues by Ms. Gonzalez. Upon motion duly

made and seconded, the following resolution was unanimously adopted:

RESOLVED, that Deloitte & Touche LLP’s Financial Statement Audit Results and
Communications for the Corporation for the year ended August 31, 2008, be, and
is hereby approved in the form as presented to the Board; and further
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RESOLVED, that the annual financial statements and audit report for the
Corporation for the fiscal years ended August 31, 2008 and August 31, 2007, be,
and are hereby approved in the form as presented to the Board.

Cambridge Contract Renewal

Mr, Ferguson asked Ms. lberg to present the terms of the external investment consultant contract with
Cambridge Associates. Mr. Myers, Mr. Lee and Ms. Rogers left the meeting during this discussion. Ms.
Iberg stated that the confract had been negotiated very well by Mr. Zimmerman, and she explained the
details and changes of the confract services. Ms, iberg and Mr. Eakman answered the Directors’
questions. Upon motion duly made and seconded, the following resolution was unanimously adopted:

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

Mr. Myers, Mr. Lee and Ms. Rogers re-joined the meeting at this time. Mr. Ferguson asked Mr, Myers 1o
give the Board a brief update on trends in the current market and endowment community. Mr. Myers
obliged and answered the Directors’ questions.

Guest Speaker

At this point in the meeting, the Board received a presentation and a question and answer session led hy
Mr. Mohamed A. El-Erian of PIMCO. Dr. Cigarroa, Mr. Zimmerman and Mr. Aldridge joined the meeting at

this time.

Mr. Ferguson introduced Dr. Cigarroa, welcoming the new Chancellor of the UT System as Vice Chairman
for Policy on the Corporation’s Board. Dr. Cigarroa gave a few comments to the Board prior fo leaving the
meeting.

Endowment and Operating Funds Update

Mr. Ferguson asked Mr. Zimmerman to present the Corporation’s endowment and operating funds update.
Mr. Zimmerman reported performance numbers as of November 30, 2008. The net performance for the
one-month period ended November 30, 2008, for the Permanent University Fund (PUF) was -5.60% and
for the General Endowment Fund (GEF) was -5.71%, versus benchmark returns of -4.17% for each fund.
The net performance for the one-year period ended November 30, 2008, for the PUF and GEF were
-28.03% and -28,04%, respectively, versus benchmark returns of -30.22% for each fund. The intermediate
Term Fund's {(ITF) performance was -3.24% versus its benchmark return of -3.37% for the one-month
period, and was -25.42% versus its benchmark return of -27.84% for the one-year period ended November
30, 2008. Performance for the Short Term Fund {STF) was 0.17% versus 0.10% for its benchmark retum
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for the one-month period, and was 3.28% versus a benchmark return of 2.34% for the one-year period
ended November 30, 2008. Mr. Zimmerman reviewed 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. Zimmerman reviewed the funds comparing asset class and investment type
targets, ranges and performance objectives. Also presented were manager exposure, investment activity
as of November 30, 2008, and an update on Securities Lending. Also there were presentations given on
Acadian Asset Management and Watershed Asset Management LLC. Mr. Zimmerman, Ms. |berg, Mr.
Newcomb and Mr. Powers answered the Directors’ questions.

At 2:45 p.m. the open meeting of the Board recessed into a Briefing Session pursuant fo Texas Education
Code Section 66.08 (h){2) related to Investments.

The open meeting of the Board reconvened in open session at 3:10 p.m.

Endowment and Operating Funds Update - Private Markets Investments

Mr. Zimmerman asked Mr. Eakman fo continue with the Endowment and Operating Funds update by
providing information on the Private Markets Investments portfolio. Mr. Zimmerman continued by reporting
on risk, leverage, liquidity, manager exposure and reviewed a comprehensive derivative report as of
November 30, 2008,

UTIMCO Update

Mr. Zimmerman gave an update for the Corporation. He discussed the Corporation's 15t Quarter actual to
budget for FY 2009, and gave a staff update. He reported on the Investment Best Practices project that
had almost completed all areas of review including a new due diligence questionnaire, a background check
policy, updated compliance certificate and executive summary, investment memo femplate, investment
ferms analysis and a new side letter template. Mr. Zimmerman asked Mr. Shoberg to give highlights on the
new software application and pipeline management system project that has been completed and is in use
by Staff. Mr. Edwards gave an outline of topics {o be covered in the upcoming technology peer review and
Mr. Zimmerman gave a review of the expenses, costs and breakdown of institutions that use the Annual
Report and said he will be working with the UT System Vice Chancellor for External Relations over the next
few months to suggest possible changes to reduce the size and therefore expenses of the 2009 Annual
Report.

Investment Environment

Mr. Zimmerman led a discussion with the Board on current investment environment issues. Mr.
Zimmerman presented information on long daled ftreasuries, GMO retun forecasts, TIPS, global
fundamentals, a real estate outlook, and the current climate of natural resources.



UT System Debt Programs

Mr. Ferguson asked Mr. Aldridge to present an overview of the UT System’s debt programs and how they
interrelate with the Corporation's investment activities. Mr. Aldridge and Mr. Anderson answered the
Directors’ questions. Mr. Zimmerman thanked Mr. Aldridge and his staff for doing a great job and he
acknowledged appreciation for a good working relationship with the Staff of the Corporation.

There being no further business to come before the Board of Directors, the meeting was adjourned at
approximately 4:05 p.m.

Secretary:

Joan Moeller

Approved: Date:
J. Philip Ferguson
Vice Chairman, Board of Directors of
The University of Texas Investment
Management Company




Appendix D
UPDATED Table 2 (1/1/09 through 6/30/09)

Entity; Benchmark {Total Endowrnent Funds)

Entity: Benchmark {Intermediate Term Fund)
Investment Grade Fixed Income

Credit-Related Fixed Income

Real Estate

Natural Resources

Develeped Country Equity

Emerging Markeis Equity

Hedge Funds (Less Correlated & Constrained
Investments)

Private Investments (excludes Real Estate)

Private Investments Real Estate

Spesific asset class benchmark:

Internat Investment Grade Fixed Income

Policy Portfolio
Policy Portfolio

Barclays Capital Global Aggregate Index

Barclays Capital Global High-Yield
Index

FTSE EFRA/NAREIT Global Index

Combination index - 50% Dow Jones-
AIG Commoditics Index + 50% MSCl
World Natural Resources Index

MSCE World Index with net dividends

MSCE Emerping Markets with net
dividends

Hedge Fund Research Indices Fund of
Funds Composite Index

Venture Economics Custorn Index

NACRIEF Custom Index

1S Barclays Capital Apgregate

19.5%
10.5%

33.0%

17.0%

1.0%

33.0%

2.0%

10.0%

5.0%

20.0%

5.0%

25.0%

0%

0%

40 bps
+0 bps
+0 bps

+0 bps
+3 bps
1 bps
40 bps
+0 bps

+G bps

+ bps
+0 bps

+0 bps

+62.5 bps
+37.5 bps
+12.5 bps

+25 bps

437.5 bps

+37.5 bps

435 bps
+75 bps

+75 bps

+100 bps
+37.5 bps

+12.5 bps

+125 bps
#7135 bos
+25 bps

+50 bps

+75 bps

+75 bps

+70 bps
+150 bps

150 bps

+200 bps
+75 bps

+25 bps







MINUTES OF THE SPECIAL CALLED 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 3:04 p.m, on the 12th day of February 2009, 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, said meeting having been called by the
Vice Chairman, J. Philip Ferguson, 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:

J. Philip Ferguson, Vice Chairman
Francisco G. Cigarroa, M.D., Vice Chairman for Policy
Clint Carlson
Paul Foster
Colleen McHugh
Ardon E. Moore
Erle Nye
Charles W. Tale

Accordingly, 2 majority and quorum of the Board was in attendance. Employees of the Corporation
attending the meeting were Bruce Zimmerman, CEO and Chief Investment Officer; Joan Moeller, Secretary
and Treasurer; Christy Wallace, Assistant Secrefary; Cecilia Gonzalez, intemnal General Counsel and Chief
Compliance Officer; and Bill Edwards, Managing Director - Information Technology; Jerry Turmner of
Andrews Kurth LLP; Jim Phillips, Philip Aldridge, and William Huang of UT System Administration. Mr.
Ferguson called the meeting to order at 3:04 p.m.

Election of Chairman of the Board

Mr. Ferguson stated that the sole matter to come before the Board was to elect a new chairman due to the
resignation of Robert B. Rowling as Chairman of the Board. Mr. Ere Nye was nominated, and the
nomination was seconded. No other nominations were given. Upon motion duly made and seconded, the
following resolution was unanimously adopted by the Board:

RESOLVED, that Erle Nye is hereby appointed to the office of Chairman of the
Corporation, fo serve until the next Annual Meeting of the Corporation or unfil his
or her earlier death, resignation or removal.

Mr. Nye thanked the Directors for the nomination, and said he was honored fo serve as Chairman.



There being no further business to come before the Board of Directors, Mr. Nye adjourned the meeting at
approximately 3:07 p.m.

Secretary:

Joan Moeller

Approved: Date:
Erle Nye
Chairman, Board of Directors of
The University of Texas Investment
Management Company
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Report on
New Contracts and Existing Contract Renewals, Leases, and Other Commercial
Arrangements
For January 21, 2009 through March 31, 2069
{Total Obligation per Agreement greater than $50,000)

Annual
Agreement Purpose Contract Term Amount
None
Services that renew via invoice on a monthly or quarterly basis:
Annuza}
Agreement Purpose Contract Term Amonnt
Bioomberg Portfolic Order Management System f;iieir: quarterly via $100,000
. . . Renews quarterly via
Bloomberg A11~1n-‘one investment platform for trading, invoice and may be $309,840
analysis and information .
canceled at any time
Quarterly invoice — fees
International Fund Services Risk System increased as accounts are $434,000
added
Factset Research Systems Analytical tool for performance Monthly invoice $274,149
Albourne America LLC Advisor to Marketable Alternative staff Monthly invoice $400,000

61
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Agenda ltem:
Developed By:
Presented By:
Type of item:

Description:

Recommendation:

Reference:

Agenda Item
UTIMCO Board of Directors Mesting
April 23, 2009

Report on Factor Analysis: Effects of Growth and inflation on Asset Class Returns
Yoeli, Wagner

Yoeli

Information ltem

Staff will present an analysis of the effects of economic growth and inflation on the
Portfolio. The analysis is based on long-term historical data, and establishes
potential effects on portfolio returns and tactical asset allocation.

None

Factor Analysis: Effects of Growth and Inflation on Asset Class Returns presentation
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TAB 4



Agenda ltem:

Developed By:

Presented By:

Type of ltem:

Description:

Discussion

Agenda ltem
UTIMCO Board of Directors Meeting
April 23, 2009

Report from Risk Committee and Discussion and Appropriate Action on
Recommendation of Distribution Rates for the Investment Funds

Staff
Tate

Action required by UTIMCO Board related to Recommendation of Distribution
Rates for the Investment Funds; other items are discussion items

The Risk Committee (“Committee”) will meet on April 16, 2009. The Committee’s
agenda includes (1) review and discussion of risk reporting; (2) review and
discussion of compliance repotting; (3) discussion and appropriate action related
to new investment mandates and annual review of mandate categorizations,; (4)
report on factor analysis: effects of growth and inflation on Asset Class retums;
and {4) discussion and appropriate action related to recommended distribution
rates for the Permanent University Fund ("PUF”), Permanent Health Fund {("PHF"),
Long Term Fund ("LTF"), and Intermediate Term Fund (ITF"} (collectively, the
"Investment Funds”).

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

The Committee will review and approve or re-categorize, as appropriate, the
mandate categorizations prepared by staff for the period beginning January 186,
2009, and ending April 8, 2009, as well as mandates on the “walch-list,” i.e.,
categorizations that may require re-categorization in the near future.  Also the
Committee’s meeting will include a presentation on the mandate categorization
annual review, which includes three mandate categorizations staff is
recommending be re-categorized and two mandates on the watch-list. M.
Zimmerman will review with the Committee the criteria considered by staff during
the annual review to determine whether a re-categorization is warranted. The
Committee will report to the UTIMCO Board the results of ifs review of the
Investment Mandate Categorizations.

Uzi Yoeli will present to the Committee a factor analysis of the effects of economic
growth and inflation on the Porffolio. Mr. Yoeli will also make this presentation to
the UTIMCO Board (presentation is included in Tab 3 of the Board materials.)

ln addition, the Committee will review the proposed distribution rates for the
Investment Funds. Each of the Investment Funds’ respective Investment Policy
Statement provides the guidelines to calculate the distribution amount or rate and
provides the spending policy objectives of the Investment Fund. The
recommendations for the distribution amount and payout rates are discussed in



Agenda ltem
UTIMCO Board of Directors Meeting
April 23, 2009

the aftached Recommendation of Distribufion Rafes and are based on the
Investment Policy Statements.

Recommendation:  Staff has recommended to the Committee to approve the recommendation of
distribution rates for the Investment Funds. The Committee will request the
UTIMCO Board take appropriate action based on the Committee's action from its
meeting. UTIMCO staff has proposed the following for fiscal year ending August
31,2010

1) The distribution from the PUF to the Available University Fund be
decreased by 2.7% from $530,932,622 to $516,419,406;

2} The distribution rate for the PHF be increased from $0.0528 per unit to
$0.0541 per unit;

3} The distribution rate for the LTF be increased from $0.3024 per unit fo
$0.3098 per unit; and .

4) The distribution rate for the ITF remains at 3.0% per annum.

Reference: Recommendation of Distribufion Rates



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

RESOLVED, that the annual distribution amount for the Permanent University Fund be
decreased from $530,932,622 to $516,419,406 for fiscal year 2009, effective with the
September 1, 2009 distribution; the distribution rate for the Permanent Health Fund be
increased from $.0528 per unit to $.0541 per unit for fiscal year 2010, effective with the
November 30, 2009 quarterly distributions; the Long Term Fund be increased from
$0.3024 per unit to $0.3098 per unit for fiscal year 2010, effective with the November
30, 2009 quarterly distributions; and the distribution rate for the Intermediate Term
Fund remain at 3.0% per annum for fiscal year 2010, effective with the September 1,
2009 monthly distributions.

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




Recommendation of Distribution Amount and Rates

PUF

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

Investment Policy Statement.

As shown in the table below the average annual return of the PUF investments for the frailing twelve
quarters ending February 28, 2009 has not exceeded the Expected Return by 25 basis points or more

(.25%).

Trailing 12 -
Quarters Ending Expected or
February 28, 2009 Benchmarks Excess (Deficif)
Average Annual Rate of Return -5.31% 8.78% -14.09%

Therefore, as outlined in the PUF Investment Policy, the amount fo be distributed from the PUF for Fiscal
Year 2009-2010 is $516,419,406 as calculated below:

Quarter Ended Net Asset Value
5/31/2006 10,028,861,545
8/31/2006 10,313,393,571
11/306/2006 10,760,220,191
212812007 11,058,603,363
513112007 14,763,605,335
813172007 11,742,780,402
1113072007 12,160,738,716
2129/2008 11,905,770,605
5/31/2008 12,245,951,162
8/31/2008 11,369,463,077
11/30/2008 8,837,574,480
22812009 8,286 887 451
: $ 130,463,849,898
Number of quarters 12
Average Net Asset Value $ 10,871,987,492
Distribution Percentage 4.75%
FY 2009-10 Distribution $ 516,419,406

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

fests:




3.

The amount of PUF distributions to the AUF in a fiscal year must be not less than the amount needed
to pay the principal and inferest due and owing in that fiscal year on PUF bonds and notes. The
proposed distribution of $516,419,406 is substantially greater than PUF Bonds Debt Service of
$161,591,411 projected for FY 2009-2010.

System Debt Service
UT $ 105,231,411
TAMU 56,360,000
Total $ 161,591,411
Sources: t1, 7. System Office of Finance
Texas A&M University System Office of Treasury
Setvices

The Board of Regents may not increase annual PUF distributions to the AUF {except as necessary to
pay PUF debt service) if the purchasing power of PUF investments for any rolling 10-year period has
not been preserved. As the schedule below indicates, the average annual net real return or rate of
growth of the value of PUF investments (net of expenses, inflation, and distributions) for the trailing
10-year period ended February 28, 2009 was a negative 1.30%, which indicates that the purchasing
power has not been preserved. However, since the calculated distribution amount for FY 2009-2010
of $516,419,406 is less than the prior year distribution of $530,932,622, the recommended
distribution is within the guidelines established by the Constitution.

Average Annual Percent
Rate of Total Return 3.88%
Minerat Interest Recelpis 2.07%
Expense Rate {0.2N% (1)
Inflation Rate (2.58)%
Distribution Rate _(440)%
Net Real Return T1.301%

{1} The expense rate as shown is a ten year annualized average
and includes alf PUF Investment and PUF Land expenses,
including the UTIMCO management fee, paid directly by the
PUF, Peor fo November 29, 1999, expenses related {o PUF
Investments and PUF Lands were paid from the AUF.
Management fees thai are nefted from asset valuations, and
are not paid directly by the PUF are not included, as they are a
reducticn to the Rate of Total Relum.

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

Proposed
Distribufion
asa%of Meximum
Value of PUF Proposed Value of PUF Allowed
Investments (1) Distribution Tnvestmenis Rate
$10,871,987,492 $516,419,406 4.75% 7.00%

{1) Source: UTIMCO



LLTF AND PHF

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

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

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

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

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

We are recommending a 2.4% increase in the LTF distribution rate from $0.3024 to $0.3098 per unit. The
increase is recommended based on the LTF's Investment Policy fo increase the distributions by the
average rate of inflation for the ftrailing twelve quarters. The LTF's distribution rate calculated using the
prior twelve quarter average value of the LTF is 4.4%, within the range of 3.5% to 6.5% set forth in the LTF
Investment Policy. The increase in the consumer price index for the prior three years as of November 30,
2008, was 2.4%.

We are recommending a 2.4% increase in the PHF distribution rate of $.0528 to $.0541 per unit.  The

PHF’s distribution rate calculated using the prior twelve quarter average value of the PHF is 4.3%, within
the range of 3.5% to 5.5% set forth in the PHF Investment Policy.

ITF

We are recommending that the distribution rate for the Intermediate Term Fund ('ITF”) remain at 3.0% for
fiscal year 2010.
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Agenda ltem:
Developed By:
- Presented Byz
Type of ltem:

Description:

Recommendation:

Reference:.

Agenda ltem
UTIMCO Board of Directors Meeting
April 23, 2009
Information Technology Peer Review Presentation
Edwards
Edwards
Information item
Mr. Edwards will present and explain the UTIMCO technology platform.
Additionally, on March 231 and 24%, UTIMCO held an Information Technology
peer review with Harvard, Notre Dame, and the University of California. The
comparisons and results will be presented.

No action required.

iT Peer Review presentation
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TAB 6



Agenda item:

‘Developed By:

Presented By:

Type of item:

Description:

Reference:

Agenda item
UTIMCO Board of Directors Meeting
April 23, 2009
UTIMCO Organization Update
Zimmerman
Zimmerman
Discussion item
Mr. Zimmerman will provide an update on the following:
+ UTIMCO QTR 2 FY 2009 actual versus budget
« Technology Projects
+ Investment Best Practices

Human Resources

UTIMCO Update presentation
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TAB 7



Agenda ltem
UTIMCO Board of Directors Meeting

April 23, 2009
Agenda Item: Legislative Update
Developed By: Staff
Presented By: Barry McBee
Type of ltem: Information item
Description; The 81st Regular Legislative Session ends June 1, 2009. A presentation will be

given during the meeting fo update the Board on the status of legislation in the 81st
Regular Legislative Session of interest to UTIMCO.

Discussion: Staff will monitor legislation, as finally passed, for changes in state law affecting
UTIMCO.

Recommendation: No action required.

Reference: None



81% LEGISLATIVE SESSION
BilLLS BEING TRACKED BY UTIMCO

SENATE BILLS

HOUSE BILLS

SB 450 [Patrick, Dan) [Introduced and referred to
Senate State Affairs] adds Chapter 807,
Government Code prohibiting the investment of
retirement system funds in certain private
business entities doing business in fran. It
requires the comptroller to develop a list of
scrutinized companies for distribution to the
Employees Retirement System of Texas (ERS) and
the Teacher Retirement System of Texas (TRS), the
entities that will be subject to this bill. UTIMCO
and the Board of Regents are not included in this
bill.

No companicn bill in House

$B 602 {Ellis) [introduced and referred to Senate
Finance] is the companion bill to HB 801 (Guillen)
and relates to the prohibition of the investment of
the Permanent University Fund (PUF) in certain
business activities in Sudan. Section 1 reaffirms
the findings in SB 247 from the 80™ Legislative
Session, which added Texas Government Code,
Chapter 806. Section 2 adds Section 66.10 to
Education Code, Chapter 66,

HB 801 {(Guillen) [Committee action pending in
House Pensions and Investments /Financial
Services as of 4/8/09] is the companion bili to SB
602 (Ellis) and relates to the prohibition of the
investment of the Permanent University Fund
{PUF} in certain business activities in Sudan,
Section 1 reaffirms the findings in SB 247 from the
80" Legislative Session, which added Texas
Government Code, Chapter 806. Section 2 adds
Section 66.10 to Education Code, Chapter 66.

58 638 {Nichols) [Passed Senate; received in House
04/08/09 — not referred] is the companion bill to
HB 77 (Flynn}. 1t adds Subchapter F to Chapter
2257, Government Code, which requires the
comptroller by rule to establish a program for
centralized pooled collateralization of deposits of
public funds and for monitoring collateral
maintained by participating institutions other than
county funds as an alternative to collateralization
under Subchapter B for the security for deposit of
public funds of public entities. '

HB 77 {Flynn} [Reported favorably from House
Pensions and Investments /Financial Services on
4/8/089] is the companion bili to SB 638 {Nichols)
and adds Subchapter F to Chapter 2257,
Government Code, which requires the comptrofler
by rule to establish a program for centralized
pooled collateralization of deposits of public funds
and for monitoring collateral maintained by
participating institutions other than county funds
as an alternative to collateralization under
Subchapter B for the security for deposit of public
funds of public entities.

SB 1548 {Ogden) [Meeting of Senate State Affuirs
set for 04/09/09] amends various sections of the
Government Code related to the powers and
duties of the State Pension Review Board (the
“board”). The bill renames the board as the State
Pension and investment Review Board, changes
the composition of the board, and requires
persons appointed to the board to have
experience in securities investment, pension

administration, or pension law. The board would '

No companion bill in House




81°" LEGISLATIVE SESSION
BILLS BEING TRACKED BY UTIMCO

SENATE BILLS HOUSE BELLS

be reguired to conduct continuing reviews of
public retirement systems and the investment
practices of public retirement systems and the
entities added by Subchapter D {the comptroller,
PUF, Permanent School Fund, and public
retirement systems) and studies regarding the
financial condition or actuarial soundness of the
funds managed by the entities and whether the
entities are investing their funds in compliance
with the entity’s investment strategy and
applicable law governing the entity’s investments.
The board may also recommend policies, practices,
and legislation to public retirement systems,
entities subject to this bill and appropriate
governmental entities.

The hill imposes filing requirement on the covered
entities and requires them to develop and adopi a
written investment strategy. The board must
adopt guidelines and procedures for the
procurement of investment managers and other
persons, including investment consultants and
advisors for the covered entities and may require
the covered entities to detall the entity’s
methodology for selecting the investment
manager or other person. The board is authorized
to review contracts with investment managers and
other persons regarding the fees charged and paid
and the services rendered in consideration for the
fees. Contract provisions relating to providing a
bonus or other performance incentive is void
unless approved by the governor and the
Legislative Budget Board before the contract is
entered into.

Subchapter D subjects various persons, including a
member of the Board of Regents of The University
of Texas System and UTIMCO directors and
investment managers, consultants, and advisors,
providing services relating to the management and
investment of the entity’s assets to disclose all
conflicts of interest with the entity and imposes
penalties for failure to disclose a conflict of
interest.

Members of the Board of Regents of The




81" LEGISLATIVE SESSION
BILLS BEING TRACKED BY UTIMCO

SENATE BiLLS

HOUSE BILLS

University of Texas System, the governing body of
a public retirement system, or the State Board of
Education, the comptrolier, and exempt
employees of entities subject to these provisions,
including UTIMCO exempt employees, are
prohibited from accepting a gift or other thing of
value, including food, entertainment, and a
promised future benefit, from another persen
doing business with or seeking to do business with
the entity.

Covered entities may not directly or indirectly
employ or contract with a former member of the
entity or governing body of the entity, for two
years following the date the individual ceased o
be a member of the entity or governing body.

The bill also contains civil penalties and authorizes
the receiving and investigation of complaints
against persons providing management or
investment services to the covered entities.

With the exception of the provisions applicable to
contracts, the changes to Subchapter D apply to
the oversight of funds regardless of when the
investment of funds was made. The changes
applicable to contracts with investment managers
and other persons apply only to contracts entered
into or renewed on or after September 1, 2009.

SB 2348 (Ogden) [Introduced and referred to
Senate Higher Education] amends Education Code
Section 66.08. It changes the composition of the
board of a nonprofit corporation contracted by the
Board of Regents of The University of Texas
System {“Board”) to invest funds under the control
and management of the Board. The composition
of the board would be changed from a nine
member to a seven member board, three
appointed by the Board, three appointed by the
governor with the advice and consent of the
senate, and one appointed by the Board of
Regents of The Texas A&M University System.
None of the board members would be reguired to
be regents nor would the chancellor of The
University of Texas System be one of the board

No companion bill in House




81 LEGISLATIVE SESSION
BILLS BEING TRACKED BY UTIMCO

SENATE BILLS

HOUSE BILLS

members. The board members selected by the
Board of Regents of The Texas A&M University
Systerm would no longer be required to have
substantial background and expertise in
investments. incumbent board members are
considered removed from and new board
members begin service on the board on January 1,
2010. Each appointing entity would have the
power to remove the board members it appointed
but the governor would not be able to appoint a
replacement without the advice and consent of
the senate.

A nonprofit corporation contracted by the Board is
prohibited from paying any performance bonus,
reward or other incentive to a director, officer or
employee unless the payment is approved in
writing by the Legislative Budget Board, the
governor, and the attorney general.

No companion bill in Senate

HB 2300 {Davis} [Introduced and referred to House
Technology/Development/Workforcef adds Texas
Government Code, Chapter 2267 that would
prohibit state governmental entities from investing
state funds in companies that have outsourced
jobs to foreign countries without making
comparable arrangements for jobs in the US.
However, to the extent that the constitution
prohibits the legislature from restricting an entity’s
investment discretion it would not apply.

No companion bill in Senate

HB 3607 {Truitt) [Committee action pending in
House Pensions and Investments /Financial
Services as of 4/8/09] amends various provisions
of Subchapter A, Chapter 2256, Government Code,
the Public Funds Investment Act. An institution of
higher education having total endowments of at
least $95 million in book value on May 1, 1995, is
exempted from the applicability of Subchapier A,
Chapter 2256, Government Code, 50 as currently
drafted there is no impact on UT System or
UTIMCO.

No companion bill in Senate

HB 3878 (Gallego) [Committee action pending in
House Pensions and Investments /Financial
Services as of 4/8/09] amends Section 322.014,
Government Code to require the Legislative
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Budget Board {LBB) to include in its annual report
of state investment funds’ risk-adjusted
performance, the detail of participation by
minority-owned and women-owned businesses,
including the participation of minority-owned and
women-owned financial services firms, as a
percentage of total assets managed by outside
financial services firms. Each state governmental
entity that administers a state investment fund
and each person that administers a state
investment fund under contract wiil have to
provide the LBB this information.
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- - .Agenda item:
: _- Dg#eioped By:
| - Presented By:
| _Type of ltem:

L Description:

. Discussion:

. Recommendation:

. Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
Aprit 23, 2009

Educational Program for UTIMCO Directors
Turner

Turner

Information item

The Investment Management Services Agreement between the Board of Regents
of The University of Texas System ("Board of Regents”) and UTIMCO requires
that UTIMCO provide training and education to members of the UTIMCO Board of
Directors as may be determined in consultation with U.T. System staff to assure
that all duties required of directors under the Texas Non-Profit Corporation Act and
that matters related to the legal and fiduciary responsibilities of the Directors,
including current regulations for determining reasonable compensation, are
outlined and discussed fully. Board training is provided through an orientation
session when new members of the Board are selected by the Board of Regents.
This agenda item serves as an update for current Board members.

Jenry Turner of Andrews Kurth LLP, external general counsel of UTIMCO, will
present the "Educational Program for UTIMCO Directors.”

None

Educational Program for UTIMCO Directors presentation




_ "_Andrews Kufth_ LLP-

Educational Program
for
UTIMCO Directors

Tuz I or Texas
vt Ruraconny Conrake

Aprit 23, 2009

ANDREWS
ATTORNEYS K U RT H e

STRAIGHT TALK IS GDOD BYSINESS®

;_:’_An'['-:;ﬁ_ebtive BOard .:j- e

“A board's effectiveness depends on the competency of its
individual members, their understanding of the role of a fiduciary
and their ability to work together as a group. Obviously, the
foundation is an understanding of the fiduciary role and the basic
principles that position directors to fuffill their responsibilities of
care, loyalty and good faith.”

Naiionat Association of Corporate
Direciors “Key Agreed Principles to
Strengthen Corporate Governance for
1J.8. Publicly Traded Companies”
(October 16, 200B)

ANDREWS

ArvoaneYs [CLRT B e



e “The [corporate] board's fiduciary objective is long-term value
creation for the corporation; governance form and process should
follow.”

NACD Report

» UTIMCO Board’s fiduciary objective is achievement of the
investment objectives set forth in the Investment Policy Statements
for UT Funds adopted by UT Board of Regents consistent with

fimitations and restrictions set forth therein.

ANDREVYS

“ S KURTHu.

' UTIMCO is a Texas Non-Profit Corporation ~

UTIMCO Directors have Duties and Liabilities imposed by law
upon directors of non-profit corporations

« Duty of Care
* Duty of Loyalty
« [Duty of Obedience

ANDREWS
ATTORNEYS KU RT H Lt



' Direcioré’ L_iabilit_iés IR

Protections from Liability — Indemnification

« By UTIMCO (Articles of incorporation and Bylaws)
= By UT Board of Regents (IMSA)
Protections from Liability — Statutory Immunities

+ Federal Volunteer Protection Act

+ Texas Charitable Immunity and Liability Act
Protections from Liability ~ D&O Insurance

* “Claims Made" -- $10,000,000 aggregate limit

ANDREWS .
avonneys WL JRTH.»

Texas Education Code § 66.08
« investment Management Services Agreement (IMSA)
» Investment Policy Statements for UT Funds

« UTIMCO Bylaws

+  UTIMCO Committee Charters

* UTIMCQ Code of Ethics

+ UTIMCO Delegation of Authority

« UTIMCO Liquidity Policy

s  UTIMCO Derivative Investment Policy
Miscellaneous Texas and Federal Laws

ANDREWS
revaners KORT Hin



 Texas Education Code § 66.08 S e

* Does notcreate UTIMCO

» Creates a framework of duties and responsibilities of UTIMCO
Directors

+ Directors are accountable fo the UT Board of Regents
+ Imposes certain ethical constraints on Directors

ANDREWS

;‘:??"\’JRNEYS Ku-ﬁ;"wH—‘;

 Investment Management Services Agreement .-

UTIMCO appointed as Investment Manager for UT Board of
Regents

— UTIMCO has “complete authority’ to manage UT Funds, subject
to Investment Policy Statements

- UT Board of Regents is ultimate fiduciary and “retains policy
setting authority”

« UTIMCO’s annual budget and maintenance fee must be approved
by UT Board of Regents

UTIMCO Director training and education required

ANDREWS

ATTORNEYS KU R‘T‘ H e



' .In_ve'str_héht P_Q_Iicy_Staiérréents_fok_:gT Funds

» Separate Investment Policy Statements for following UT Funds

Permanent University Fund
Permanent Health Fund
Long Term Fund
General Endowment Fund
Separately Invested Funds
Short Term Fund
Intermediate Term Fund

« Each Investment Policy Statement adopts the “prudent investor
standard’ of Article VII, Section 11b of the Texas Constitution that
otherwise relates only to management of Permanent University
Fund

8 ANDREWS

ATOES KURT Hur

K Enveé_tmeﬁi F’Qlic_y" St'é_ta'_e'n'iént‘s for UT Funds -

+ Investment Objectives of Endowment Funds

~ Primary — preserve purchasing power of fund assets and annual
distributions by earning average annual real return over rolling
10-year petiods or longer at least equal to target distribution rate
(4.75%) plus annual expected expense (0.35% for PUF and
0.45% for GEF)

~ Secondary — generate (i) average annual returns adjusted for
downside risk in excess of Policy Portfolio adjusted for downside
risk over rolling 5-year periods and (i) average annual returns in
excess of median return of college and university endowments
greater than $1 Billion over rolling 5-year periods.

ANDREWS
ATTORNEYS KU RTH e



~ UTIMCO Bylaws

+ Directors are ultimately responsible for ensuring that UTIMCO fulfills
its “purpose”

« Directors are appointed by, and serve at the pleasure of, UT Board
of Regents -- “outside” Directors are limited to three (3} full three-
year terms

» Directors are subject to “revolving doot” restriction

ANDREWS

10 AINLIARL YY)

ATTOAREYS KURTH..

i UTIMCO Comhﬁi_ﬁee Cﬁa_rters__- : G

« UTIMCO Board has adopted Charters for the following standing
committees

Audit and Ethics Commitiee
Risk Committee
Compensation Commitiee
Policy Commiittee

ANDREWS

1 bireri)

Arromms-i{U RTH.»



 UTIMCO Commitiee Charters

*  Audit and Ethics Commitiee
— Primary Purpose is to assist the Board in monitoring ethics programs
and audit, financial and compliance functions to assure balance,
transparency and integrity of published financial information
~ A&E Committee has the following specific duties:
» review financial statements for quality considerations
» monitor management's handling of internal eontrols
+ manage relationship with external auditors (and for
independence)
work with internal audit
monitor ethics program
oversee regulatory compliance
oversee enterprise risk management ~ however, A&E Committee
may rely upon assurances from Risk Committee with respect to
investment risk management, risk modeling and liquidity
+ review overall duties and responsibilities of Chief Compliance
Officer

ANDREWS
ATTORNEYS KU R‘T H r

» Risk Committee
— Risk Committee has duties with respect t0:
+ investment risk management and compliance
s integrity of risk management procedures and controls
+ integrity of risk models and modeling processes

* liquidity of Permanent University Fund, General Endowment
Fund and Intermediate Term Fund

— Risk Committee required to provide assurance 1o A&E Committee
on a periodic basis with respect to items listed above so that A&E
Committee may evaluate them as part of A&E Committee’s
avaluation of UTIMCO’s overall enterprise risk management

— Risk Committee has responsibility to approve of re-categorize
Asset Class and Investment Type categorizations pursuant to
UTIMCO’s Mandate Categorization Procedure

ANDREWS

Iﬁoﬂﬂﬂ'ﬁ—ku RTHues



' UTIMCO Committee Charters

* Compensation Commitiee

— Compensation Committee has duties with respect to UTIMCO'’s
compensation system:

« recommend base salary and compensation award of CEQ
+ approve base salaries of all other officers

+ recommend amendments to Performance Compensation
Plan

» recommend “eligible employees” under Performance
Compensation Plan and approve Plan awards (other than
CEQ)

» provide UTIMCO Board with supporting materials for such

recommendations

ANDREWS
ATTORNEYS KU R‘T‘ H wh

' :'._'U_T'EMCQ Comm .:é'e' C érfg?s s

* Policy Committee
— Policy Committee has duties with respect o amendments to:
« UTIMCO Board Policies and Corporate Documents
« Investment Policies

« IMSA, Code of Ethics, Bylaws and Other Corporate
Documents requiring UT Board approval

ANDREWS ___
oS KURT Hue



© UTIMCO Code of Ethics =~

General Standards

» Among others, the following fiduciary or ethical obligations are
imposed upon Dirsctors
— Director must not use relationship with UTIMCO for personal
gain
- Director must nof make personal investments reasonably
expected to create a substantial confiict between Director’s
private interest and the interest of UTIMCO
-~ Director must be honest in the exercise of their duties and Joya/
to UTIMCO
— Director must not use UTIMCO's confidential information for
personal gain or to assist private clients

ANDREWS

UTIMCO Prohibited Transactions

« UTIMCO and any entity “controlied” by UTIMCO may not enter
into agreement or transaction with
- Director
- entity “controlled” by Director
— other business entity in which Director has “pecuniary
interest”

* UTIMCO and any entity “controlied” by UTIMCO may not
invest in “private investments” of a business entity if a Director
or any entity “controlled” by Director has (or is acquiring) a
“necuniary interest” in same business entity

ANDREWS ___
ArroaneYs [ ARTH. .,



" UTIMCO Code of Ethics

Director Prohibited Transactions

« Director and any entity “managed or controlled” by Director may not
- acquire a “pecuniary interest” in a business entity if UTIMCO or
entity “controlled” by UTIMCO then owns “private investment” in
same business entity
— co-invest with UTIMCO employee in “private investments” of
same business entity

Note that, in many circumstances, references to a Director include a reference to
spouse, minor children and other dependent relatives.

ANDREWS
aToanys [ JRTHL

 UTIMCO Code of Ethics

Restriction on Investmenis in Publicly Traded Securities

« Direcior and any entity “managed or controlled” by Director may
not engage in “personal securities transaction” with actual
knowledge that UTIMCO internal portfolio manager has pending
buy/seli order”

« UTIMCO and any entity “controfied” by UTIMCO required to
implement procedures and safeguard to preclude investments in
publicly traded securities of a publicly traded company in which
Director has a “pecuniary interest”

— UTIMCO maintains a restricted list of publicly traded
companies in which a Director has a “pecuniary interest”

— Restricted list compiled from financial disclosures by Directors

* Note that the above prehibition on Directors applies to Direclor's spouse, minor child or other dependent
relative.

ANDREWS

FTGANEYS KU RTHH;:-
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© UTIMCO Code of Ethics

Conflicts of Interest

« Conflict of interest exists whenever Director has personal or private
commercial or business relationship that could reasonably be
expected io diminish Director’s independence of judgment

» Director who becomes aware of a conflict of interest has duty to
cure by eliminating conflict; however, if Director may prudently
withdraw from discussion and vote, Director may cure conflict in that
manner provided that

— Director is effectively separated from influencing action
— action may be properly taken by others

— conflictis such that Director is not required fo regularly and consistently
withdraw

— conilict is not a *Prohibited Transaction”

= Director who does not cure a conflict of interest must resign from
UTIMCO Board as quickly as reasonably and legally possible

ANDREWS __

ATTONNEYS KU RTH :_:

~ UTIMCO Code of Ethics -~

Disclosure of Contlict of interest

« Directors must disclose conflicts of interest in writing to UTIMCO’s
External General Counsel (Andrews Kurth) prior to UTIMCO Board
meeting

Financial Disclosure

+» Directors must file financial disclosure statement annually with
UTIMCO's Chief Compliance Officer

» Directors should provide notice of any change in holdings that give
rise to a “pecuniary interest”

ANDREWS

AEaErs (CURT Hu
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; UT'IMCQ De_ie_gétif_nh of _A_uthofity. i '_ SRR

+  UTIMCO Board has delegated the following operational duties and
responsibilittes to UTIMCO Management

- administration, accounting and financial management
-~ systems technology management
- personnel management
- compliance
- client relations and reporting
— public relations
*  UTIMCO CEO authorized to execute contracts for total obligation of

$1 million or less during contract period, provided that coniracts for
$50,000 or more must be reported to UTIMCO Board

ANDREWS

ATTOANEYS KU RTHL:P .

» Following investment duties are expressly delegated to UTIMCO

Management:

— tactical asset allocation within the ranges established in
Investment Policy Statements

-~ tisk management

— manager monitoring and termination

- new investment vehicle and manager selection, except that
the following require prior UTIMCO Board review (and
approval):

+ More Correlated and Constrained investments/new
commitments - > $400 million by manager or 20% of total
assets under a specific investment strategy by an external
manager

* | ess Correlated and Conslrained investments/new

commitments - > $200 million or 20% of total assets under
a specific investment strategy by an external manager

ANDREWS
ATTORNEYE KU RTH e
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o UTIMCO Delegation of Authority _. RIS

s Private Investments/new commitments - > $100 miliion or 20%
of same vehicle
» other investments

— changing allocations among existing managers and partnerships,
except that the following increases require prior UTIMCO Board
review (and approval);

* More Correlated and Constrained/increases - > $200 million
by manager or $600 million total by manager or 20% of total
assets under a specific investment strategy by an external
manager

* [ess Correlated and Constrained/increases - > $100 million or

$300 million total by manager or 20% of total assets under a

specific investment strategy by an external of manager

ANDREWS ___
ATTORREYS KU RTH wr

TIMCO Delegation of Authority

* Private Investments/increase - > $50 million or $150 million
total of same vehicle or 20% of same vehicle

* no increase parmiited which (i) exceeds $200 million (for all
investment Types) to existing internal or external manager or
{ii} increases to more than $600 millien (for all investment
Types) assets managed by existing internal or external

manager

.  ANDREWS
ATTORREYS 1] R L
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 UTIMCO Liquidity Policy

» Purpose is o establish fimits on overall liguidity profile of Permanent
University Fund, General Endowment Fund, and Intermediate Term
Fund

« “Liguidity” — measure of the ability of an investment position to be
converted into Cash

»  “Cash” — generally defined as short-term {3 months or less), highly
fiquid investments that are readily convertible to known amounts
and are subject to relatively small risk of changes in value

*  “Niguid” — can be converted to Cash in more than 90 days or in
shorter period at a discount greater than 10%

« “Liguid” - can be converted to Cash within 20 days at a discount not
to exceed 10%

+  “Unfunded Commitments” — capital legally committed that has not
been called but may be called

ANDREWS

AN 11} RTHw

- UTIMCO Liquidity Polioy -

+ Liguidity Policy Profile — Endowment Funds

FYos EY.00 EY1s EYit
Liquidity above trigger zone: 42,5% 35.0% 30.0% 28.0%
Liquidity within trigger zone:* 37 5%-42.5% 30.0%-35.0% 25.0%-30.0% 23.0%-28.0%
Liquidity below trigger zene: <37 5% <30.0% <25.0% <23.0%

* Liguidity Policy Profile - ITF

FY o8 EY 0B EY10 BY 11
Liquidity above trigger zone: 65% 65% 85% 85%
Liguidiity within trigger zone:* 55%-86% 55%-B5% 55%-85% 55%-65%
Liquidity balow trigger zone: <55% <55% <55% «55%

« Unfunded Commitmenis — Endowment Funds
EFY 08 EY 08 FY 10 FY 11
Maximum™: 25.0% 27.5% 32.5% 32.5%

* INiguid investments within “lrigger Zones” require prior approval of Risk Commilteeor UTIMCO Board
** Mo new commilment withowt d of Risk Cc if Unfunded Ct Is excead, or will axceed, maximum

PR

ANDREWS

TYORNGYS KiJRTH..»



- UTIMCO Déri:véti\{e Policy.

« Purpose is to enumerate applications, documentation and
fimitations on derivative securities in Permanent University Fund,
General Endowment Fund, Intermediate Term Fund, and
Separate Invested FFunds

- Except as provided below, applies to both infernal and
axternal managers operating under agency agreemeanis

~ Does notapply to external managers operating under
fimited partnership agreements, offshore corporations or
other limited fiability entities that limit the liability of the
investor

~ Applies to both exchange-iraded derivatives and OTC
derivative instruments

« External managers operating under an agency agreement may

engage in derivative transactions only if consistent with overall

investrment objective of manager's account and with approvai of

UTIMCO’s CIO

ANDREWS
AYORREYS I FRT

* Permitted derivative applications

- implement investment strategies in low cost and efficient
manner

— alter market systematic exposure without trading underlying
secutrities (through purchases or short sales of derivatives)

- construct portfolios with risk/return characteristics not
obtainable with cash market securities

— hedge/control risk
— facilitate transition trading

« Must maintain projected downside deviation within range set forth in
irvestment policy statements

« New derivative applications by internal manager or external manager
operating under an agency agreement must be approved by
UTIMCO Beard after recommendation by CIO

2 ' ANDREWS ___
ATEORREYS KU AR T H .
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~UTIMCO Derivative Policy . "

« limitations

— Inorder to limit leverage risk, each internal derivative
application must specify a baseline porifolio and employ
appropriate risk measures (such as downside risk) to assure
that total economic impact of derivative application portiolio
relative to baseline porifolio does not exceed 20% (increase or
decrease) of underlying value of baseline porifolio

-~ Counterparty in an OTC derivative transaction must have a
credit rating of at least A- [S&P) or A3 (Moody's)

- Net market value of all OTC derivative positions for an
individual counterparty may not exceed 1% of total market
value of the UT Funds

ANDREWS

FTYORNEYS KURTH.w N

- 'U_T'imc_o"De'rivati_ve"?éiiggy S

No derivative transaction allowed that would cause the
aggregate risk exposure of the UT Funds to exceed the
aggregate risk limits established by current investment policy
statements

» All internal and external derivatives will be marked-to-market daily
by external custedian and reviewed for accuracy by UTIMCO Risk
Manager

+ Quarterly comprehensive reporis of all approved derivative

applications (internal managers and external managers operating

under an agency agreement} provided to UTIMCO Board and Risk

Committee

ANDREWS

ATTERNEYS [ TR T I
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~Miscellaneous Texas and Federal Laws = 'o - = T

Texas Uniform Prudent Management of Institutional Funds Act
Texas Open Meetings Act

Texas Public Information Act

Federal Intermediate Sanctions IRC § 4958

- ANDREWS
ATIGRNEYS KU RTHur

 Miscellaneous Texas and Federal Laws .~ -

+ Texas Uniform Prudent Management of |nstitutional Funds Act

— UPMIFA governs management and investment of Long Term
Fund and creates a rebuttable presumption of imprudence
where an amount greater than 9% of the FMV of the Long Term
Fund (calculated on the basis of at least 12 trailing calendar
quarters) is appropriated for expenditure

ANDREWS
ATTORNEYS KU RT H e
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Miscellaneous Texas and Federal Laws .~ .. "~

* Texas Open Meetings Act

— Open Mestings Act provides generally that meetings of
“‘governmental bodies” must be open to public (except for
expressly authorized executive sessions for matters such as
consultation with attorneys, personnel matters, etc.) and that
public must be given notice of time and place and subject matter
of meetings. UTIMCO subject to Act in same fashion as UT
Board of Regents, with two exceptions
* UTIMCO may have “briefing sessions” on private investments and

hedge funds
+ Director at remote location may participate in Board meeting by
telephone

— Act is a penal statute, the knowing violation of which is a

misdemeanor

ANDREWS

. m.mnwsvst KURTH”, .

* Texas Public Information Act — General

- Public Information Act provides that "public information” is
available o the public. *Public information” defined generally {o
include information “collected, assembled, or maintained .. . by a
governmental body” or for such body if it “owns . . . or has a right
of access to the information”

-~ In 1997, Texas Attorney General ruled that UTIMCOQ is subject to
Act

— Upon receipt of written request, governmental body must make
public information available to the requestor. If governmental
body believes information is not public because it is within one of
Act’s exceptions, it must seek a decision from Texas Attorney
General within ten business days of receipt of written request. i

requested information involves third party’s privacy or property

ANDREWS
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Miscellaneous Texas and Federal Laws ~ -

+« Texas Public Infformation Act — General (continued)

interest, and may fall within one of Act's exceptions, governmental
body is required to make a good faith effort 1o notify third party of
request. Third party entitied to file brief to protect information

* IMSA prehibits UTIMCO from declining to disclose any requested
information without soliciting input from UT System General
Counsel and requires UTIMCO to disclose requested information
unless (i} it is confidential “Investmant Information” under Act or (i)
as to all other information, UT Systern General Counsel, after
consultation with Chancellor, approves submission of a Public
Information Act reguest to Texas Attorney General

Act is a penal statute, the violation of which is a misdemeanor

ANDREWS
ATTOANEYE KU RT H e
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Texas Public Information Act — Exceptions
- Among others, following information is excepted from disclosure
under the Act
« certain personnel information
* information related to litigation
* information related to competition or bidding
* information within attorney-client privilege
» trade secrets
* information the disclosure of which would cause “substantial
competitive harm”
« confidential “Investment Information” relating to “private
investments”

ANDREWS

19



l\{.ii_sceiianeo'us_ Texas and Féqe}a; L_aws" i R

+ Federal Intermediate Sanctions — Internal Revenue Code § 4958
- Imposes sanctions when tax-exempt organization enters “excess
benefit transaction” with “disqualified person”

» “Excess Benefit Transaclion” — when economic benefit
provided by organization exceeds value of consideration
received (including unreasonable compensation)

+ "Disquslified Person” — person in postion o exercise
substantial authority over organization’s affairs

— Parties to transaction entitled to rely on rebuttable presumption of
reasonableness for a compensation package approved by
independent board or committee
+ composed of persons not controlled by Disqualified Person
» relies on approptiate comparability data
= adequately documented basis for its determination

- ANDREWS

. ATTORNEYS KU RTHM

+ Key Agresd Principles (NACD)

In Cctober 2008, National Association of Corporate Directors published
list of ten "Key Agreed Principles to Strengthen Corporate Governance
for U.8. Publicly Traded Companies,” the first eight of which are
instructive for UTIMCO Directors:

. BOARD RESPONSIBILITY FOR GOVERNANCE

Governance siructures and practices should be designed by the board to
position the board to fulfill its duties effectively and efficiently

ll.  CORPORATE GOVERNANCE TRANSPARENCY

Governance sfructures and practices should be transparent — and
transparency is more important than strictly following any particuiar set of
best practice recommendations

. DIRECTOR COMPETENCY & COMMITMENT

Governance structures and practices should be designed fo ensure the
competency and commifment of directors

N '  ANDREWS
: wOmES IKURT Huur

20



Vi

: Key Ag;’ée_d Prin_ﬁ:ipies_ {NACD) TSN e

VI

BOARD ACCOUNTABILITY & OBJECTIVITY

Governance structures and practices should be designed to ensure the
accountabllity of the board o shareholders and the objectivity of board
decisions

INDEPENDENT BOARD LEADERSHIP

Governance structures and practices should be designed to provide some
form of leadership for the board distinct from management

INTEGRITY, ETHICS & RESPONSIBILITY
Governance structures and practices should be designed to promote an

appropriate corporate culture of integrity, ethics, and corporate social
responsibility

ATTENTION TO INFORMATION, AGENDA & STRATEGY

Governance structures and practices should be designed to support the
board in determining its own priorities, resultant agenda, and information

needs and fo assist the board in focusing on strategy (and associated
risks})

ANDREWS
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' Key Agreed Principles (NACD)

VIIl. PROTECTION AGAINST BOARD ENTRENCHMENT

Governance structures and practices should sncourage the board to
refresh itself

ANDREWS
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. Agenda Item:

Developed By:
Presented By:
Type of item:

Description:

Recommendation:

Reference:

Agenda lfem
UTIMCO Board of Directors Meeting
Aprit 23, 2009

Discussion and Appropriate Action Related to Corporate Resolutions - Election of
UTIMCO Officers, Designation of Key Employees

Zimmerman, Moeller

Zimmerman

Action required by UTIMCO Board

As stated in the Bylaws, there shall be an election of Officers for the ensuing year.
The Corporation's Code of Ethics requires the Board fo designate, by position with
UTIMCO, the employees who exercise significant decision-making authority. By
virtue of their position with UTIMCO, these persons are “key employees”,

Staff recommends that the individuals designated in the resolution related to the
election of corporation officers and the resolution related fo the designation of key

employees of the corporation be approved as set forth.

UTIMCO Bylaws and Code of Ethics



RESOLUTION RELATED TO KEY EMPLOYEES OF THE

CORPORATION

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

Name

Bruce Zimmerman
Cathy lberg

Lindel Eakman
Bill Edwards

Joan Moeller
Mark Warner

Bob Schau

Russ Kampfe
Harland Doak
Susan Chen
Debbie Childers
Gary Hill

Melynda Shepherd
Cissie Gonzalez
Mark Newcomb
Amanda Hopper
Christy Wallace

Title

CEO and Chief Investment Officer

President and Deputy CIO

Managing Director — Private Markets

Managing Director - Information Technology
Managing Director - Accounting, Finance and Administration
Senior Director — Natural Resources Investments
Senior Director — Real Estate Investments

Senior Portfolic Manager - Fixed Income Investments
Portfolio Manager - Fixed Income Investments
Director — Public Markets Investments

Manager -- Portfolio Accounting and Operations
Manager -- Investment Reporting

Manager - Finance and Administration

General Counsel and Chief Compliance Officer
Senior Associate — Public Markets Investments
Associate — Public Markets Investments

Executive Assistant




RESOLUTION RELATED TO CORPORATION OFFICERS

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

Name Office or Offices

Erle Nye Chairman

J. Philip Ferguson Vice-Chairman

Francisco G. Cigarroa Vice-Chairman for Policy

Bruce Zimmerman Chief Executive Officer and Chief Investment Officer
Cathy Iberg President and Deputy Chief Invesiment Officer
Lindel Eakman Managing Director

Bill Edwards Managing Director

Joan Moeller Managing Director, Treasurer and Secretary

Christy Wallace Assistant Secretary
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Agenda ltem:

Developed By:
Presented By:
Type of Item:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
April 23, 2009

Report from Compensation Committee

Discussion and Appropriate Action Related to Voluntary Deferral of Performance
Incentive Award earned by the CEO and Chief Investment Officer, if any, for the
Performance Period ended June 30, 2009

Moeller
Ferguson; Nye
Action item related to voluntary deferral; other items are information items

The Compensation Committee ("Committee”) will meet on April 16, 2002. The
Committee’s agenda includes (1} discussion and review of the private equity benchmarks
and, (2) discussion and review of compensation policy and plan review.

The Board will discuss and take appropriate action related to the voluntary deferral of
performance incentive award eamed by the CEQ and Chief Investment Officer, if any, for
the Performance Period ended June 30, 2009.

During the Committee meeting, Mr. Zimmerman will lead a discussion related to the
current and potential private investment benchmarks. Performance for private
investments is calculated differently from other asset classes and investment types due to
its longer investment horizon and illiquidity of assets. Except for private investments in
Real Estate, performance of private investments is determined based on the performance
of partnership commitments made since 2001 based on internal rates of retumn (IRR's)
relative to the respective Venture Economics benchmarks,

Nanci Hibschman with Mercer will provide the Committee with preliminary commentary on
surrent and expected market practices based on results from the most recent Mercer
survey and will discuss high-level market practices related to base salary increases,
incentive awards for the 2008 fiscal year and expected for fiscal year 2009, and changes
made or anticipated to incentive plan design in other endowments.

Chairman Nye recommends that the Board approve the voluntary deferral offer by the
CEO and Chief Investment Officer.

Mercer memo
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Agenda ltem
UTIMCO Board of Directors Meeting

April 23, 2009
Agenda liem: Report from Audit and Ethics Committee
Developed By: _Staff
Presented By: Nye
Type of ltem: Information item
Description: The Audit and Ethics Committee (“Committee™) will meet on April 16, 2009, The

Committee’s agenda includes a presentation of the unaudited financial statements for the
six months ended February 28, 2009 for the Investment Funds and the Corporation; and
an update of other compliance, reporting, and audit issues.

Discussion: Routine activities of the Committee will include reviewing the unaudited financial
statements for the Investment Funds and UTIMCO Corporation, budget to actual
expenses, capital budget, quarterly compliance reports, and other compliance activities.
In addition, the Committee will be given audit updates on the internal control audit of the
Permanent University Fund by the U.T, System Audit Office and a report on the audit of
ethics policies for trustee investing practices at UTIMCO by the State Audifor's Cffice.

Recommendation: None

" Reference: None
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Developed By:
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Type of ltem:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
April 23, 2009

Discussion of Investment Environment
Zimmerman

Zimmerman

Information ltem

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

Staff hopes to get input from Board members on issues, concerns, and opportunities
in the current investment environment. The conversation will be unstructured and
open-ended.

None

None
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