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Time

ltem #

UTIMCO BOARD OF DIRECTORS
MEETING AGENDA
November 20, 2009

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

Agenda ltem

Begin
10:30 a.m.

11:30 a.m.
12:00 p.m.

12:05 p.m.
12:10 p.m.
1:30 p.m.
2:00 p.m.

2:30 p.m.

2:45 p.m.
3:00 p.m.
3:15 p.m.
3:30 p.m.

End

11:30 a.m.

12:00 p.m.
12:05 p.m.

12:10 p.m.
1:30 p.m.
2:00 p.m.
2:30 p.m.

2:45 p.m,

300 p.m,
3115 p.m.
3:30p.m.

* Action by resolufion required
** Resolution requires further approval from the Board of Regents of The University of Texas System

Call to Order
Recess to Briefing Session pursuant to Texas Education Code Section 66.08(h)(2)
related to investments

Lunch

Open Session:
Discussion and Appropriate Action related to Minutes of October 8, 2009 Meeting®

Discussion and Appropriate Action Related to Board Committee Assignments*,**

Endowment and Operating Funds Update Report

Discussion of Investment Environment

Executive Session:

Pursuant to Section 551.074, Texas Government Code, the Board of Directors will
convene in Executive Session to Consider Individual Personnel Compensation Matters
including Report of Compensation Committee Regarding Performance Incentive Awards
for UTIMCO Compensation Program Participants for the Performance Period ended June
30, 2009,

Reconvene into Open Session

Consideration of Compensation Committee Report:

Discussion and Appropriate Action related to Amendments to Appendix B of UTIMCO
Compensation Program (UTIMCO Peer Group)”

Discussion and Appropriate Action Related to Voluntary Deferral of Performance
Incentive Awards earned by certain members of Senior Staff, if any, for the
Performance Period ended June 30, 2009

Discussion and Appropriate Action related fo Personnal Performance Incentive Awards
for the Parformance Period ended June 30, 2009*

Report on and Discussion and Appropriate Action related to ltems from Audit and Ethics
Committee*

Report from Risk Committee
UTIMCO Organization Update
Report on 2010 Meeting Dates

Adjourn

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

to the public.

Next Scheduled Meeting: January 26, 2010
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RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the meeting of the Board of Directors
held on October 6, 2009, be, and are hereby, approved.




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 1:02 p.m. on the 6th day of October 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
Chairman, Erle Nye, with notice provided fo 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:

Erle Nye, Chairman
J. Philip Ferguson, Vice Chairman
Clint Cartson
Paul Foster
Janiece M. Longoria
Colleen McHugh
Ardon E. Moore

Accordingly, a majority and quorum of the Board was in attendance. Vice Chairman for Policy, Francisco
G. Cigarroa, M.D., did not attend the meeting. Employees of the Corporation attending the meeting were
Bruce Zimmerman, CEO and Chief Investment Officer; Cathy Iberg, President and Deputy CIO; Joan
Moeller, Secretary and Treasurer; Christy Wallace, Assistant Secretary; Cecilia Gonzalez, internal General
Counsel and Chief Compliance Officer; Mark Warner, Senior Director — Natural Resources investments;
Uzi Yoeli, Senior Director — Portfolio Risk Management; 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; Philip Aldridge, Charlie Chaffin, William Huang, Moshmee Kalamkar, Miles Ragland and Roger
Starkey of UT System Administration; and Hamilton Lee of Cambridge Associates. Director Charles Tate
joined later in the meeting as noted in the minutes. Mr. Nye called the meeting to order at 1:38 p.m.

Minutes

The first matter to come before the Board was the approval of the minutes of the mesting of the Board of
Directors held on July 9, 2009, and the Joint Meeting with the Board of Regents of The University of Texas
System held on July 9, 2009. 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
July 9, 2009, and the Joint Meeting with the Board of Regents of The University of
Texas System held on July 9, 2009, be, and are hereby, approved.



Compensation Committee Report

Mr. Nye asked Mr. Ferguson to give a report on behalf of the Compensation Committee. Mr, Ferguson
reported that the Compensation Committee had met on September 10, 2009 and considered several items
of business at their meeting. The Committee recommended for approval by the Board, the designation of
employees in Eligible Positions as Participants in the UTIMCO Compensation Program for the 2009/2010
Performance Period, as set forth in Exhibit 1 (aftached). Mr. Ferguson asked Mr. Zimmerman to provide
more detail. The Board members were reminded that they had approved the Amended and Restated
UTIMCO Compensation Program (the “Plan’} at the July 9, 2009 meeting and had approved the Efigible
Positions at that same meeting. The Plan was also approved by the UT System Board of Regents at ifs
meeting held on August 20, 2009. Mr, Zimmerman explained that the Pian states 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 Parlicipant for that Performance Period. Mr.
Zimmerman said that the positions listed in Exhibit 1 were the same as last year with the exception of two
new employees hired to fill two open analyst positions.  Upon motion duly made and seconded, the
following resolution was unanimously adopted by the Board:

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
individuals who may become Participants for the 2009/2010 Performance Period
set forth on Exhibit 1 attached hereto; and

WHEREAS, the UTIMCO Board has reviewed Exhibit 1 and wishes fo select the
individuals who may become Participants for the 2009/2010 Performance Period.

NOW, THEREFORE, be it:
RESOLVED, that the individuals set forth on Exhibit 1 attached hereto are hereby

designated as "Participants” in the Plan for the 2009/2010 Performance Period,
effective as of July 1, 2009 or as otherwise noted on Exhibit 1.

Endowment and Operating Funds Update

Mr. Nye asked Mr. Zimmerman to present the Corporation’s endowment and operating funds update. Mr.
Zimmerman began with the net asset value and performance numbers as of the Fiscal Year Ended August
31, 2009. The Corporation had $20.5 billion of assets under management at the end of August 31, 2009.
Of the $20.5 billion, $9.7 billion was in the Permanent University Fund (PUF), just under $5.4 billion in the
General Endowment Fund (GEF), $1.8 billion in the Short Term Fund (STF) and $3.6 billion in the
Intermediate Term Fund’s (ITF). The net performance for the one-month period ended August 31, 2009,
for the PUF was 2.04% and for the GEF was 2.04%, versus benchmark returns of 1.34% for each fund.
The net performance for the fiscal year ended August 31, 2009, for the PUF and GEF were -12.98% and
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-13.22%, respectively, versus henchmark returns of -15.42% for each fund. The ITF's performance was
2.13% versus its benchmark return of 2.52% for the one-month period, and -7.07% versus its benchmark
refumn of -7.56% for the fiscal year ended August 31, 2009. Performance for the STF was 0.03% versus
0.02% for its benchmark return for the one-month period, and was 1.21% versus a benchmark return of
0.66% for the fiscal year ended August 31, 2009. Mr. Zimmerman presented actual versus benchmark
results, 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’ asset class and investment type targets, ranges and performance objectives, He reported on
both the More Correlated and Constrained portfolio and the Less Correlated and Constrained portfolio and
reviewed the Private Investments portfolio update. Mr. Zimmerman also presented risk analytics, a report
on derivatives and counterparties, manager exposure, investment activity as of August 31, 2009, and gave
an update on liquidity, confracts and the Intermediate Term Fund. Ms. Longoria asked about the
Corporation’s Enterprise Risk Management process. Mr. Zimmerman stated that the Corporation has an
Enterprise Risk Management program in place and that Ms. Gonzalez will be completing an update of
program by calendar year end, which will be reported fo the Board. Mr. Zimmerman, Ms. Iberg, Mr.
Eakman, and Ms. Gonzalez answered the Directors’ questions.

UTIMCO Strategic Plan

Mr. Nye asked Mr. Zimmerman to lead the discussion related to the development of a strategic plan for the
Corporation, which is one of Mr. Zimmerman's qualifative performance goals for the 2009/2010
Performance Period. Mr. Zimmerman said he wanted fo take personal responsibility for leading the project,
at least through the discovery phase. The plan will focus on the organization in the year 2015. He
presented a timeline for the task/deliverables, fo include initial discussions and strategic analysis over the
next few months, followed by a period of fime to refine the issues identified, develop views and initial
recommendations on those issues by April 2010, and finalize the recommendations and implementation
plans by July 2010. Mr, Tate joined the meeting during this discussion. Mr. Zimmerman continued with a
preliminary list of potential key issues, constituent interviewees, and participants. Mr. Zimmerman sought
the Directors' input and answered their questions.

There being no further business to come before the Board of Directors, the meeting was adjourned at
approximately 2:56 p.m.

Secretary.

Joan Moeller

Approved: Date:
Erle Nye
Chairman, Board of Directors of
The University of Texas Investment
Management Company




Exhibit 1
Designation of Plan Participants in Eligible Positions
in the 2009/2010 Performance Period

ELIGIBLE POSITION PARTICIPANTS
Investment Professionals

CEQ & Chief Investment Officer Bruce Zimmerman

President and Peputy CIO Cathy iberg

Managing Director - Private Investments
Senior Portfolio Manager

Lindel Eakman
Russ Kampfe

Senlor Direclor, Investments Mark Warner
Senfor Director, Investments Bob Schau
Senior Director, Risk Management Uzi Yoeli
Portfolio Manager Harland Doak
Director, lnvestments Ryan Ruebsahm
Director - Private lnvestments Mark Shoberg
Director, Investments Susarn Chen
Senfor Associate, Investments Zac McCarroll
Senior Associate, Investments Mark Newcomb
Senior Associate, invesiments Courtney Powers
Associate - Private Invesiments Scoft Bigham
Associate - Private Invesiments Mike McClure
Associate, Investments Amanda Hopper
Associate, Investments Laura Patrick
Associate, Risk Management Kathleen Wagner
Senior Analyst, Invesiments Eric Dooley
Senior Analyst, Invesiments Aman Jain
Analyst, investments Shari Ledbetter
Analyst, investments Natasha Cupps
Analyst, investments Siamc Kamalie
Analyst, Investments Daniel Senneff *
Analyst, Investments Mukund Joshi**

Operations/Support Professionals

Senior Managing Director Joan Moeller
Managing Director Biil Edwards
General Counsel and Chief Compliance Officer Cissie Gonzalez
Manager Gary Hill

Manager Debbie Childers
Manager Melynda Shepherd

Parficipants are eligible as of July 1, 2002 unless otherwise noted.

*Eligible as of July 27, 2009
**Eligible as of September 14, 2009
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Agenda ltem
UTIMCO Board of Directors Meeting
November 20, 2009

Agenda item: Discussion and Appropriate Action Related to Board Committee Assignments
Developed By: Staff

Presented By: Chairman Nye

Type of item: Action required by UTIMCO Board; further action required by the U. T, System

Board of Regents related to Audit and Ethics Committee assignment.

Description: Chairman Nye will propose the Board committee assignments for the Policy
Committee and the addition of a new member to the Audit and Ethics Committee.
Section 66.08 of the Texas Government Code requires that the U. T. System Board
of Regents approve the appointment of the members of the Audit and Ethics
Committee of the Board of Directors of UTIMCO.

Recommendation: Chairman Nye will recommend approval of the Board committee assignments.

Reference: None



RESOLUTIONS RELATED TO COMMITTEE ASSIGNMENTS

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

Ardon E. Moore

Janiece M. Longoria

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

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

BE IT RESOLVED, that Director Printice L. Gary is hereby designated as a member of the
Audit and Ethics Committee, subject to approval by the Board of Regents, to serve until the
expiration of his term, or until his successor has been chosen and qualified, or until his
earlier death, resignation or removal.
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., Hillhouse Gaoling Fund

Manager Performance

Manager Shot Computatin

August 2005 - Qctober 2008

»  Hillhouse Capital Management located in Beijing, China
«  Current assets under management ~ $2.5 billion

Thesis/Opportunity

+  Diversification from global allocators to local specialists
with greater alpha opportunity

+  Highly liquid and inefficient China market for a
disciplined fundamental investment

Jul 2005 Dec 2005 Sun2005 Dac 2006 0 2007 Dec 2007 Jun 2008 Dec 2008 Cet 2009

+ Intense fundamental research targeting the domestic
Oozwcgvmon theme in China @ Hillhouse Gaoling Fund (NET) ¢ MSCI CHINA (Net)
»  $100 million in Gaoling Fund with performance based  |Period Ending 10/31/09 Since
2conomics Ammo invesied ~ mmo additional Ooggwﬂmo_v Hilthouse vs. MSCI China (Net) 1 Year 3 Years inception
. . Excess Return -8.51% 21.75% 22.37%
_/\_mww._.ﬁw *Ow C|-.=<_OO >:00m:_03 Cumulative Excess Return -8.51% 108.46% 255,72%
»  China Opportunity Set Alpha 34.87% 26.55% 29.00%
+  Extensive Chinese Network Beta 0.42 0.56 0.6
»  Concentrated, Long Term Strategy information Rato 042 0.92 0.96
. Alianment of Interest Tracking Error 20.17% 23.72% 23.20%
Ighment o eresis Up Capture 63.63% 68.53% 83.94%
Down Cagplure 10.15% 55.90% 57.88%




Manager

+  Dynamo Administracao de Recursos located in Rio de
Janeiro, Brazil

«  Current assets under management ~ $1.8 biltion

Thesis/Opportunity

*  Diversification from global allocators to local specialists
with greater alpha opportunity

*  Long track record and 16 years of expetience in local
markets

»  Deep fundamental research and history of active
investing for the benefit of the minority shareholder

«  $100 million separate account with performance based
economics ($75 invested ~ $25 additional committed)

Merits for UTIMCQO Allocation

*  Brazil Opportunity Set

»  Highly Experienced Professionals
*  Extensive Brazilian Network

¢  Concentrated, Long Term Strategy

Manager Performance
Singie Cormpuiation
February 2001 - Ociober 2008

.

3

1§ 8

T Dam Deho® DG D@0t Dz Doomos  Deeaor o200
® Dynamo ¢ MSCI BRAZIL (Net)
Period Ending 10/31/09 Since
Dynamo vs, MSCI Brazil (Ne) 1 Year 3 Years 5 Years TYears | Inception
Excess Relum 2.41% 0.84% -0.45% 0.54% B.26%
Cumulative Excess Relum 2.11% 3.84% -1.38% 32.07% 03.20%
Alpha 18.51% 414% 5.24% 8.44% 9.37%
Bola 072 0.82 G.81 o 0.76
infommalion Ratio 0.4 0.06 0.04 .04 0.43
Tracking Eror 14.64% 13.6%% 12.79% 13.36% 14.65%
Up Caplure T4.55% 75.22% 76.77% 80.61% 81.04%
Down Caplure 15.73% 85.05% 82.11% 79.64% 81.27%
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TAB 3



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

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Mesting
November 20, 2009

Discussion of Investment Environment
Zimmerman

Zimmerman

Information Item

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



TAB 4



Agenda ltem:;

Developed By:

Presented By:

Type of [tem:

Description:

Discussion:

Agenda ltem
UTIMCO Board of Directors Meeting
November 20, 2009

Consideration of Compensation Committee Report: Discussion and Appropriate
Action related to Amendments to Appendix B of UTIMCO Compensation Program
(UTIMCO Peer Group); and Discussion and Appropriate Action related fo Personnel
Performance Incentive Awards for the Performance Period ended June 30, 2009

Zimmerman, Gonzalez, Moeller
Ferguson
Action Item; Action Required by UTIMCO Board

The Compensation Committee {the "Committee"} will meat on November 18, 2009.
The Committee will consider and take appropriate action related to the following,
which require further action by the UTIMCO Board; (1) Amendments fo Appendix B
of UTIMCO Compensation Program {UTIMCO Peer Group); and (2) Personnel
Performance Incentive Awards for the Performance Period ended June 30, 2009.
The Committee will also review and take appropriate action related fo the Qualitative
Performance Goals for a Participant of the UTIMCO Compensation Program (the
“Plan”) but this action does not require Board approval.

The UTIMCO Peer Group is updated annually by Cambridge Associates, the
Board's external investment advisor, at the beginning of each Performance Period,
and Appendix B is updated accordingly. The UTIMCO Peer Group set forth in
Appendix B of the Plan is a peer group of endowment funds maintained by the
Board's external investment advisor that is composed of all endowment funds with
more than 10 full-time employee positions, allocations fo alternative assets in excess
of 40%, and with assets greater than $2.5 billion, determined as of the last day of
each of the three immediately preceding Performance Periods, excluding the Total
Endowment Assets (PUF and GEF). The Plan Universe for 2009/2010 that has
been provided by Cambridge Associates will be used as the UTIMCO Peer Group
for Appendix B of the Plan. The UTIMCO Peer Group may potentially be used as
one of a Participant’s Qualitative Performance Goal to measure performance relative
to the Peer Group.  The UTIMCO Peer Group for the Performance Period ending
June 2010 incorporates June 2007, 2008, and 2009.

The Commitiee will take appropriate action related o the Performance Incentive
Awards under the Plan for all Eligible Employees. Pursuant to the letter agreement
hetween the Board of Directors of UTIMCO and the CEO, which was approved by
the Board at its meeting on April 23, 2009, the CEO will voluntary defer 63.0% of his
Paid Performance Incentive Award (i.e., seventy percent of any Performance
Incentive Award to which the CEO would be entitled), if any, for the Performance
Period ended June 30, 2009.



Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
November 20, 2009

UTIMCO staff will forward supporting materials to the Committee members for
Executive Session discussion.

The Committee will recommend appropriate action related to the UTIMCO Peer
Group for the Plan for the 2009/2010 Performance Period and the 2008/2009
Performance Incentive Awards, including the 2008/2009 Performance Incentive
Award proposed for the CEO of UTIMCO.

Certification of 2010 Compensation Plan Universe memorandum from Cambridge
Associates



RESOLUTION RELATED TO
PEER GROUP

WHEREAS, Section 8.14 of the UTIMCO Compensation Program (the “Plan”) provides that
the “Peer Group” will be updated annually at the beginning of each Performance Period,
and Appendix B (UTIMCO Peer Group) will be amended accordingly; and

WHEREAS, Section 7.2 of the Plan provides that the Board has the right to amend the Plan
or any portion thereof from time fo time; and

WHEREAS, the Board wishes to amend Appendix B to conform to the updated Peer Group.
NOW, THEREFORE, be it

RESOLVED, that the updated and amended Appendix B (UTIMCO Peer Group), a copy of
which is attached hereto, is hereby adopted and approved as part of the Plan to replace the
current Appendix B, effective as of July 1, 2009.




BOARD

RESOLUTION RELATED TO VOLUNTARY DEFERRAL OF
PERFORMANCE INCENTIVE AWARD BY SENIOR STAFF

WHEREAS, the Board has reviewed the recommendation of the Compensation
Committee regarding the letter agreements received from each of five members of
Corporation’s Senior Staff pursuant to which each individual offered to voluntarily
defer an additional 44.1% of any Performance Incentive Award for the Performance
Period ended June 30, 2009 (which voluntary deferment is in addition to the
mandatory 30% deferment required by the UTIMCO Compensation Program (the
“Plan”)) and wishes to document approval of such lefter agreements.

NOW, THEREFORE, be it:

RESOLVED, that the letter agreements received from each of five members of
Corporation’s Senior Staff pursuant to which each individual offered to voluntarily
defer an additional 44.1% of his/her Performance Incentive Award for the
Performance Period ended June 30, 2009 (which voluntarily deferment is in addition
to the mandatory 30% deferment required by the Plan) are hereby approved.

AUS:621764.1



BOARD

RESOLUTION RELATED TO THE
CEO’S 2008/2009 PERFORMANCE INCENTIVE AWARD

WHEREAS, Section 5.5(d) of the UTIMCO Compensation Program (the “Plan”) provides
that, at the end of each “Performance Period,” the Board will approve the “Performance
Incentive Award” of the CEO based upon a determination of the level of achievement of the
CEO with respect to his or her “Performance Goals” for such Performance Period; and

WHEREAS, pursuant to the Plan, the Board approved a Performance Incentive Award for
the CEO in the total amount of $1,050,000 for the 2007/2008 Performance Period, 30% of
which (8315,000) was deferred over a three-year period in accordance with the Plan; and

WHEREAS, the Compensation Commitiee has reviewed and approved the actual
performance of the CEO during the 2008/2009 Performance Period and has submitted its
recommendation to the Board for approval; and

WHEREAS, the Board has reviewed the actual performance of the CEQO during the
2008/2009 Performance Period and has compared such actual performance relative to each
Performance Goal category for the CEO against his corresponding Performance Goal for
such Performance Period; and

WHEREAS, in recognition of the negative absolute investment returns on Total Endowment
Assets during the 2008/2009 Performance Period, the CEO has voluntarily agreed (the
“Agreement”) to defer an additional 44.1% of any Performance Incentive Award earned
during such Performance Period, which voluntary deferment is in addition to the mandatory
30% deferment required by the Plan.

NOW, THEREFORE, be it:

RESOLVED, that the Board approves the CEQ’s Performance Incentive Award for the
2008/2009 Performance Period in the amount of $ (representing a reduction of
___ % from the CEO'’s Performance Incentive Award for the 2007/2008 Performance
Period); and be it further

RESOLVED, that of the CEO's § Performance Incentive Award for the 2008/2009
Performance Period, 30% ($ } will be deferred pursuant to the Plan and 44.1%
($ ) will be deferred pursuant to the Agreement, resulting in a total deferment of

S .

AUS:62170L1




BOARD

RESOLUTION RELATED TO
2008/2009 PERFORMANCE INCENTIVE AWARDS

WHEREAS, Section 5.5(d) of the UTIMCO Compensation Program (the “Plan”) provides
that, at the end of each “Performance Period,” the Compensation Commitiee will approve,
subject to further approval of the UTIMCO Board, the *Performance Incentive Award” of
each Participant based upon a determination of the level of achievement of such Participant
against his or her “Performance Goals” for such Performance Period; and

WHEREAS, in recognition of the negative absolute investment returns on Total Endowment
Assets during the 2008/2009 Performance Period, each of five members of the
Corporation’s Senior Staff has voluntarily agreed (collectively, the “Agreements”) to defer an
additional 44.1% of any Performance Incentive Award earned during such Performance
Period, which voluntary deferment is in addition to the mandatory 30% deferment required
by the Plan; and

WHEREAS, in accordance with Section 5.5(d) of the Plan, the Compensation Committee
has determined the level of achievement by each Participant in the Plan during the
2008/2009 Performance Period of his or her Performance Incentive Goals for such
Performance Period; and

WHEREAS, Sections 5.5(e) and 5.5(f) of the Plan provide that, based on the percentage
achieved of each Participant's Performance Goals for a Performance Period, a Performance
Incentive Award will be calculated for such Participant for such Performance Period in
accordance with the calculation methodology set forth in Appendix A of the Plan; and

WHEREAS, Section 5.5(f) of the Plan provides that the Compensation Committee will
review all calculations of Performance Incentive Awards, make any changes it deems
appropriate, and submit its recommendation to the Board for approval; and

WHEREAS, the Compensation Committee has reviewed the Performance Incentive Awards
for all Participants who have met or exceeded their performance benchmarks for the
2008/2009 Performance Period, made changes it deemed appropriate, approved such
Performance Incentive Awards, and recommended that the Board approve the same.

NOW, THEREFORE, be it:




BOARD

RESOLVED, that the Performance Incentive Awards for all Participants for the 2008/2009
Performance Period (excluding the CEQ) in the total aggregate amount of $
are hereby approved; and be it further

RESOLVED, that of the total aggregate amount of § in Performance Incentive
Awards for all Participants for the 2008/2009 Performance Period (excluding the CEO), 30%
($ ) will be deferred pursuant to the Plan and 44.1% ($ ) will be
deferred by the five members of the Corporation’s Senior Staff pursuant to the Agreements,
resulting in a total deferment of §
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CAMBRIDGE ASS50CIATES LLC

200! Ross Avenug, Surre 2600
Davcas, Texas 75201

TeL 214.468.2800 rax 214.468.2801
WWW.CAMBRIDGEASSOCIATES. COM

MEMORANDUM

TO: The University of Texas Investment Management Company
FROM: Bruce Myers
Hamilton Lee
DATE: October 16, 2009
RE: Certification of 2010 Compensation Plan Universe

Most recently, Cambridge was asked to confirm UTIMCO’s compensation plan universe for 2010. The
revised criteria are as follows: a peer institution must have more than 10 full time investment professionals,
have an allocation to alternative assets in excess of 40%, and have assets greater than $2.5 billion as of the
last day of each of the three immediately preceding performance periods ending June 30",

We were able to identify institutions meeting these qualifications by reviewing Cambridge staffing surveys,
researching internal asset allocation data, and by verifying data with the Cambridge consultants responsible
for relationships on the peer list. The resulting peer group is as follows:

Columbia University
Cornell University
Emory University
Harvard University
Massachusetts Institute of Technology
Northwestern University
Princeton University
Rice University
Stanford University
The Duke Endowment
University of California
University of Chicago
University of Michigan
University of Notre Dame
University of Pennsylvania
University of Virginia Investrnent Management Co,
Vanderbilt University
Washington University in St. Louis
Yale University

BOSTON | DALLAS | MENLO PARK | WASHINGTON DC | LONDON | SINGAPORE



The University of Texas Investment Management Company October 16, 2009
Page 2

Please note that we recommend the universe remain constant from 2009 to 2010 despite a few
technicalities in the peer universe restrictions. For instance, we have included the University of California
and University of Pennsylvania in the peer group even though their allocations to alternative assets are
only approximately 39%, narrowly missing the 40% mandate. Also, in fiscal year 2009, Duke narrowly
missed the $2.5 billion asset benchmark, falling to an asset size of $2.24 billion, though they met the $2.5
billion threshold for the previous two years. Lastly, the University of Michigan investment professional
staff fell from 10 to 9 in 2009, yet we still think it prudent to include the institution in the 2010 peer
URIVErse.

We hope this information is useful and we are happy to answer any questions or concerns that may arise.

Ce: Joan Moeller, Managing Director for Accounting, Finance and Administration



TAB 5



Agenda ltem:

Developed By:
Presented By:

Type of ltem:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
November 20, 2009

Report on and Discussion and Appropriate Action related to ltems from Audit and
Ethics Committee

Mosller, Hill
Foster

Action required by UTIMCO Board related to year end audits; information item on
other items

An Audit and Ethics Committee (“Commitiee”) meeting was held on November 5,
2009. The Commitiee reviewed and took appropriate action related to the Deloitte &
Touche LLP’s Financial Statement Audit Results and Communications and the
audited financial statements of the Permanent University Fund (‘PUF"), General
Endowment Fund (‘GEF"), Permanent Health Fund ("PHF"), Long Term Fund
(“LTF"), Intermediate Term Fund (ITF"), and the Statement of Performance
Statistics for the year ended August 31, 2009. The Committee also heard a report
from UT System Audit office and received a report on other ethics and compliance
activities from staff.

The Committee will also meet on November 20, 2009. As required by the Audit
Charter of the Audit and Ethics Committee, the Committee will approve the CEO’s
recommendation of the performance incentive award for the performance period
ending June 30, 2009 for the General Counsel and Chief Compliance Officer.

The financial statements were audited by Deloitte & Touche LLP. Tom Wagner,
engagement partner, will present to the Commitee Deloitte & Touche LLPs
Financial Statement Audit Results and Communications letter and answer questions
related to the financial statemeants. Because of the voluminous nature of the audited
financial statements, they are not included in the Board book. However, the
complete audited financial statements are available on UTIMCO's website,

www.utimeo.org.

The Committee will recommend that the UTIMCO Board take appropriate action
related to the Deloitte & Touche LLP Financial Statement Audit Results and
Communications and the auditad financial statements of the PUF, GEF, PHF, LTF,
ITF, and the Statement of Performance Statistics for the year ended August 31,
2009.

Deloitte & Touch LLP’s Financial Statement Audit Results and Communications;
Audited Financial Statements and Audit Reports



RESOLUTIONS RELATED TO AUDITS OF THE INVESTMENT FUNDS
FOR FISCAL YEAR 2009

RESOLVED, that Deloitte & Touche LLP’s Financial Statement Audit
Results and Communications on the Investment Funds Under Fiduciary
Responsibility of The University of Texas System Board of Regents for the
year ended August 31, 2009, be, and is hereby approved in the form as
presented 1o the Board; and

FURTHER RESOLVED, that the separate annual financial statements
and audit reports for the Permanent University Fund, the Permanent
Health Fund, The University of Texas System Long Term Fund, The
University of Texas System General Endowment Fund, and The
University of Texas System Intermediate Term Fund each for the fiscal
years ended August 31, 2009, and August 31, 2008, and the Statement of
Investment Performance Statistics for the year ended August 31, 2009,
be, and are hereby approved in the form as presented to the Board.
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. e E 0 I tte & Deloitte & Touche LLP

Suite 1700

400 West 15th Street
Austin, TX 78701-1648
LISA,

Tek: +1 512 631 2300
Fax: +1 512 708 1035
www.deloitte.com

October 30, 2009

- Mr. Bruce Zimmerman

CEO and Chief Investment Officer
The University of Texas Investment Management Company

The Audit, Compliance and Management Review Comimittee of
The Board of Regents of the University of Texas System

The Audit and Ethics Committee of the Board of Directors of
The University of Texas Investment Management Corpany

401 Congress Avenue, Suite 2800
Austin, TX 78701

Dear Mr. Zimmerman, Members of The Audit, Compliance and Management Review Committee of The Board of
Regents of the University of Texas System as well as Members of The Audit and Ethics Committee of the Board of
Directors of The University of Texas Investrnent Management Company (the “Board”):

We have performed the audits of the financial statements of The Permanent University Fund, The University of Texas
System General Endowment Fund, The Permanent Health Fund, The University of Texas System Long Term Fund and
The University of Texas System Intermediate Term Fund (collectively, the “Funds™) as of and for the year ended August
31, 2009, in accordance with auditing standards generally accepted in the United States of America and have issued our
report thereon dated October 30, 2009.

We have prepared the following comments to assist you in fulfilling your obligation to oversee the financial reporting and
disclosure process for which management of the Funds is responsible.

OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS

Qur responsibility under auditing standards generally accepted in the United States of America has been described in our
contract dated QOctober 1, 2007 as amended on August 1, 2007 and May 1, 2009 (the “Amendment™). As described in
Exhibit A-2 to the Amendment, the objective of a financial statement audit conducted in accordance with auditing
standards penerally accepted in the United States of America is to express an opinion on the faimess of the presentation of
the Funds’ financial statements for the year ended August 31, 2009 in conformity with accounting principles generally
accepted in the United States of America (“generally accepted accounting principles™), in all material respects. Qur
responsibilities under generally accepted auditing standards incliude forming and expressing opinions about whether the
financial statements that have been prepared by management with the oversight of the Board are presented fairly, in all
material respects, in conformity with generally accepted accounting principles. The audits of the financial statements do
not relieve management or the Board of their responsibilities.

We considered the Funds® internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing opinions on the effectiveness of the Funds’ internal
control over financial reporting. Accordingly, we do not express opinions on the effectiveness of the Funds’ internal
control over financial reporting. Our consideration of internal control over financial reporting was not designed to identify
all deficiencies in internal control over financial reporting that might be significant deficiencies or material weaknesses.

q . Member of
Deloitte Touche Tohmatsu



ACCOUNTING ESTIMATES

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s current judgments. Those judgments are ordinarily based on knowledge and experience about past and
current events and on assumptions about future events. Significant accounting estimates reflected in the Funds’ financial
statements include valuation of certain investments which are specifically the Funds’ investments in hedge funds and
private equity funds recorded at the amounts included in the table below which have been estimated by management in the
absence of readily determinable fair values.

FUND VALUE OF CERTAIN PERCENTAGE OF NET
INVESTMENTS WITHOUT ASSETS AT 08/31/09
READILY DETERMINABLE
FAIR VALUES AT 08/31/09

Permanent University PFund $5,001,424,224 51.7%

The University of Texas Systemn $2,833,325,069 52.9%

General Endowment Fund

The University of Texas System $836,227,571 23.4%

Intermediate Term Fund

Although management believes the accounting estimates reflected in the Funds’ 2009 financial statements are reasonable,
there can be no assurances that the Funds could ultimately realize these values. The basis for our conclusions as to the
reasonableness of these estimates when considered in the context of the financial statements taken as a whole, as
expressed in our auditors’ reports on the financial statements, i1s our understanding and testing of the process used by
management to develop the estimates,

Management uses a process to estimate the fair value of these entities which includes, but is not limited to, consideration
of financial information from the underlying funds provided at various interim dates during the year, other information
from the underlying funds, as well as information from other relevant sources. We feel this valuation process is reasonable
based on the requirements of the AICPA Practice Aid for Auditors Alternative Investments—Audit Considerations and
investment management industry general practices.

During the year ended August 31, 2009, we are not aware of any significant changes in accounting estimates or in
management’s judgments relating to such estimates.

UNCORRECTED MISSTATEMENTS

Our audits of the financial statements of the Funds were designed to obtain reasonable, rather than absolute, assurance
about whether the financial statements are free of material misstatement, whether cansed by error or fraud. There were no
uncorrected misstatements or disclosure items passed identified during our audits.

MATERIAL CORRECTED MISSTATEMENTS

Our aundits of the financial staternents of the Funds were designed to obtain reasonable, rather than absolute, assurance
about whether the financial statements are free of material misstatement, whether caused by error or fraud. There were no
material misstatements that were brought to the attention of management as a result of our audit procedures.

SIGNIFICANT ACCOUNTING POLICIES

The Funds® significant accounting policies are set forth in the footnotes to the Funds’ 2009 financial statements. During
the year ended August 31, 2009, there were no significant changes in previously adopted accounting policies or their
application.



OTHER INFORMATION IN THE ANNUAL REPORTS

When audited financial statements are included in documents containing other information such as the Funds’
Management Discussion & Analysis and Supplemental Schedules, we read such other information and consider whether
it, or the manner of its presentation, is materially inconsistent with the information, or the manner of its presentation, in
the financial staternents audited by us. We have read the other information in the Funds’ financial statements and have
inquired as to the methods of measurement and presentation of such information.

DISAGREEMENTS WITH MANAGEMENT

We have not had any disagreements with management related to matters that are material to the Funds’ 2009 financial
statements.

CONSULTATION WITH OTHER ACCOUNTANTS

We are not aware of any consultations that management may have had with other accountants about auditing and
accounting matters during the year ended August 31, 2009.

SIGNIFICANT {SSUES DISCUSSED, OR SUBJECT OF CORRESPONDENCE, WITH MANAGEMENT
PRIOR TO OUR INTITIAL ENGAGEMENT OR RETENTION

Throughout the year, routine discussions were held, or were the subject of correspondence, with management regarding
the application of accounting principles or auditing standards in connection with transactions that have occurred,
transactions that are contemplated, or reassessment of current circumstances. In our judgment, such discussions or
correspondence were not held in connection with our retention as auditors.

OTHER SIGNIFICANT ISSUES DISCUSSED, OR SUBJECT OF CORRESPONDENCE, WITH
MANAGEMENT

Throughout the year, routine discussions were held, or were the subject of correspondence, with management. In our
judgment, such discussions or correspondence did not involve significant issues requiring communication to the Board.

SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT

In our judgment, we received the full cooperation of the Funds” management and staff and had unrestricted access to the
Funds’ senior management in the performance of our audits.

MANAGEMENT'S REPRESENTATIONS

We have made specific inquiries of the Funds’ management about the representations embodied in the financial
statements. Additionally, we have requested that management provide to us the written representations management is
required fo provide to the Funds’ independent auditors under generally accepted auditing standards.

de e e ook kR

This report is intended solely for the information and use of the Funds’ management, as well as The Audit, Compliance
and Management Review Committee of the Board of Regents of The University of Texas System, and The Audit and
Ethics Committee of the Board of The University of Texas Investment Management Cormpany, and others within the
organization, and is not intended to be, and should not be used by anyone other than these specified parties.

Yours truly,

Debscttr i orcele cor
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Presented By:
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Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
November 20, 2009

Report from Risk Committee
Staff

Tate

Discussion item

The Risk Committee (‘Committee”) met on November 5, 2009. The Committee’s
agenda included (1) discussion related to the derivative investments controls
processes and the review of ISDA agreements; {2) review and discussion of
compliance reporting; {3) and discussion and appropriate action related to
categorization of new investment mandates.

The Committee reviewed and approved the mandate categorizations prepared by
staft for the period beginning June 16, 2009, through October 26, 2009. The
Mandate Categorization Procedure (“Procedure”) requires that all new mandates
be categorized by the Managing Directors, and that the Chief Compliance Officer
provide the Chief Investment Officer histher agreement or recommended
categorization, after which the Chief Investment Officer will designate the Asset
Class and Investment Type and report to the Risk Committee at its next regular
meeting for the Committee’s approval or re-categorization. The Procedure also
requires staff to recommend re-categorizations of any existing mandate if after the
initial or annual categorization the Chief Investment Officer, a Managing Director,
or the Chief Compliance Officer become aware of a change(s) in the investment
characteristics of the mandate that warrant a re-categorization. Staff requested
that the Commitiee approve nine mandate categorizations and reported on two
mandates that are currently being watched for re-categorization. The Committes
will report to the UTIMCO Board the results of its review of the Investment
Mandate Categorizations.

Ms. Moeller and Mr. Warner led a discussion covering two projects undertaken by
staff. One of the projects was to develop and document controls and processes
related o the Derivative Investment Policy. The second project was a review of
the 1ISDA agreements.

Ms. Gonzalez reviewed the quarterly compliance reports.

None

None
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Agenda ltem:

Developed By:

Presented By:

Type of ltem:

Description:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
November 20, 2009
UTIMCO Organization Update
Zimmerman
Zimmerman
Discussion item
Mr. Zimmerman will provide an update on staffing, investment commitiee
activities, constituent outreach, and the IT department’'s development
project to replace the mainframe. In addition, Mr. Zimmerman will report

on Staff's communication skills regarding various foreign languages.

UTIMCO Update presentation
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Agenda ltem:
Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
November 20, 2009

Report on 2010 Meeting Dates
Zimmerman

Zimmarman

Information item; no action required

This agenda item presents the 2010 UTIMCO Board Meeting schedule and the
Committee meetings schedule.

None

None



UTIMCO Meeting Dates

2010
Month Board Of | Auditand | Compensation | Policy | Risk
Directors Ethics
January Jan 26 Jan 20 Jan 20 Jan 20 | Jan 20
February
March
April
(annual) Apr 15 Apr 8 Apr 8 Apt8 | Apr8
May
June
July Jul 14-15% Jul 8 Jul 8 Julg ' Jul8
August
September Sep 16 Sep 9
October Oct 21 Oct14 | Oct 14
November Nov 8 Nov 4
December

*Joint meeting UTIMCO Board and UT System Board of Regents

All 2010 UTIMCO Board of Directors Meetings will be held in the corporate office:

Committee Assignments:

401 Congress, Suite 2800, Austin, Texas 78701

Audit and Ethics: Foster, Tate
Compensation; Ferguson, Carlson, Moore, Longoria
Policy: Foster, Moore
Risk: Tate, Carlson, Ferguson, Foster
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