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UTIMCO BOARD OF DIRECTORS

MEETING AGENDA
January 26, 2010

UTIMCO
401 Congress Avenue, Suite 2800
Austin, Texas

Time Agenda ltem
Begin End
9:00 a.m. 9:05 am. Convene in Open Session:
Call to Order/Discussion and Appropriate Action Related to Minutes of
November 20, 2009 Meeting*
9:05 a.m. 9:10 am. Discussion and Appropriate Action Related to Corporate Resolutions:
- Colleen McHugh Appreciation Resolution*
- Designation of Annual Meeting of the UTIMCO Board* -
9:10 a.m. 10:30 am. Report on Investment Risk
10:30am.  11:30am. Endowment and Operating Funds Update Report
11:30am.  12:30 p.m. Recess for Briefing Session pursuant to Texas Education Code
Section 66.08 (h)(2) related o Investments
12:30 p.m. 1:15 p.m. Lunch
1115 p.m. 1:45 p.m. Reconvene into Open Session:
Discussion of Investment Environment
1:45 p.m. 2:15 p.m. Report on and Discussion and Appropriate Action related to ltems from
Risk Committee:
- - Use of Derivative Investments by External Managers Operating
Under an Agency Agreement”
- Increase Delegated Authority for Investment Managers*
2:15 p.m. 2:30 p.m. Report on and Discussion and Appropriate Action related to ltems from
Audit and Ethics Committee:
- Audit of UTIMCO Financial Statements*
2:30 p.m. 2:45 p.m. Discussion and Appropriate Action related to Cambridge Contract
Renewal"
2:45p.m. 3:00 p.m. UTIMCO Organization Update
3:00 p.m. Adjourn

*Action by resolution required

Next Scheduled Meeting: April 15, 2010 (Annual Meeting)




TAB 1



RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the meeting of the Board of Directors
held on November 20, 2009, be, and are hereby, approved.




MINUTES 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 10:33 a.m. on the 20th day of November 2009, 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 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:

Erle Nye, Chairman
J. Philip Ferguson, Vice Chairman
Francisco G. Cigarroa, M.D, Vice Chairman for Policy

Clint Carlson
Paul Foster
Printice Gary

Janiece M. Longoria

Ardon E. Moore

Charles Tate attended the meeting by means of conference telephone enabling all persons participating in
the meeting to hear each other. Accordingly, a majority and quorum of the Board was in attendance.
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; Lindel
Eakman, Managing Director - Private Markets; Bill Edwards, Managing Director - Information Technology;
Bob Schau, Senior Director - Real Estate Investments; Uzi Yoeli, Senior Director - Portfolio Risk
Management; Russ Kampfe, Senior Porifolio Manager - Fixed Income Investments; Ryan Ruebsahm,
Director — Marketable Alternative Investments; Scott Bigham, Associate — Private Markets Investments;
Harland Doak, Portfolio Manager - Fixed Income Investments; and other Staff members. Other attendees
were Keith Brown of the McCombs School of Business at UT Austin; Jerry Tumer and Bob Jewsll of
Andrews Kurth LLP; Charlie Chaffin, Jim Phillips, William Huang, Miles Ragland and Roger Starkey of the
UT System Adminisiration; Bruce Myers of Cambridge Associates; Tom Wagner of Deloitte & Touche LLP;
and Greg Anderson of Texas A&M University System. Mr. Nye called the meeting to order at 10:33 a.m.

Mr. Nye introduced Mr. Printice Gary, as a newly appointed Regental Director for the Board.

At 10:34 a.m. the open meeting of the Board recessed into a Briefing Session pursuant to Texas Education
Code Section 66.08 (h)(2) related to Investments.

The open meeting of the Board reconvened in open session at 12:10 p.m.



Minutes

The first matter to come hefore the Board in open session was the approval of the minutes of the meeting
of the Board of Directors held on October 8, 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
October 6, 2009, be, and are hereby, approved.

Committee Assighments

Mr. Nye recommended approval of the following Corporation committee assignments, with the appointment
of the Member to the Audit and Ethics Committee subject to further approval by the U. T. System Board of
Regents in accordance with Section 66.08 of the Texas Government Code. Upon motion duly made and
seconded, the following resolution was unanimously adopted:

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 Janiece M. Longoria 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.

Mr. Nye asked Chancellor Cigarroa to give a report to the Board as its principal client. Dr. Cigarroa
expressed gratitude for the Board on behalf of the UT System and stressed the importance of the work of
the Corporation. He stated that UTIMCO, by managing the most precious resources of the UT System,
allows the 15 institutions an opperiunity to recruit some of the best faculty and help to make sure the
institutions remain the most attractive higher education options not only for the current students but also the
generations o come,

Endowment and Operating Funds Update

Mr. Nye asked Mr. Zimmerman to present the Corporation’s endowment and operating funds update. Mr.
Zimmerman handed out the Corporation’s Performance Summary as of October 31, 2009. He began with
the net asset value and performance numbers as of Qctober 31, 2009. The Corporation had $21.0 billion
of assets under management at the end of October 31, 2009. Of the $21.0 billion, $10.0 billion was in the
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Permanent University Fund (PUF), $5.7 billion in the General Endowment Fund (GEF), $1.5 billion in the
Short Term Fund (STF) and $3.8 billion in the Intermediate Term Fund’s (ITF). The net performance for
the one-month period ended October 31, 2009, for the PUF was 1.09% and for the GEF was 1.09%, versus
benchmark returns of 0.08% for each fund. The net performance for the one year ended October 31, 2009,
for the PUF and GEF were 10.91% and 10.67%, respectively, versus benchmark returns of 9.75% for each
fund. The ITF's performance was 0.49% versus its benchmark retum of -0.15% for the one-month period,
and 19.32% versus its benchmark retum of 18.40% for the one year ended October 31, 2009.
Performance for the STF was 0.02% versus 0.02% for its benchmark return for the one-month period, and
was 0.80% versus a benchmark return of 0.30% for the one year ended October 31, 2009. Mr. Zimmerman
presented actual versus benchmark results, portfolio policy ranges and policy targets. Mr. Zimmerman
asked each Staff member responsible for the specific areas in the Asset Allocation portfolio to provide a
review for the Board. Mr. Kampfe began by discussing Investment Grade Fixed Income. Mr. Zimmerman,
Mr. Kampfe and Mr. Doak presented performance, the pipeline, and discussed tail-risk hedging, including
inflation insurance, gold, and ISDA’s/Derivative Procedures, and answered the Directors’ questions. Mr.
Zimmerman asked Mr. Ruebsahm and Mr. Bigham to continue by discussing information on Credit-Related
Fixed Income. Mr. Schau presented Real Estate manager profiles, private portfolio composition, and an
overview of target markets and strategy going forward. The Natural Resources Porifolio discussion was led
by Mr. Warner. He introduced the Natural Resources staff and discussed the value chain, geographic and
sector exposure and gave a portfolio roadmap moving forward to June 30, 2010.  Mr. Warner and Mr.
McCarroll answered the Director's questions. Ms. lberg introduced the Public Markets Investments Staff
and Mr. Newcomb and Ms. Hopper presented the More Correlated and Constrained public equity assets,
manager changes, and a projected active manager portfolio. Ms. Iberg, Mr. Ruebsahm and Mr. Powers
gave a performance update on the Less Correlated & Constrained (LCC) Portfolio, an overview of changes
to the LCC portfolio and presented a manager genealogy of the portfolio. Mr. Zimmerman asked Mr.
Eakman to discuss the Private Investments portfolio. He explained the fund valuation process, secondary
market activities and a commitment plan for fiscal year 2010. Mr. Zimmerman and Mr. Eakman answered
the Directors’ questions.

Oraanizational Update

Mr. Nye asked Mr. Zimmerman to give the Board an update on the organization. Mr. Zimmerman
introduced the analysts on staff. He also updated and summarized Staff projects and reported on Staff's
communication skills regarding various foreign languages.

Executive Session

Mr. Nye, at 2:19 p.m., announced that, “The Board of Directors of The University of Texas Investment
Management Company having been duly convened in Open Session and notice of this meeting having
been duly given, | hereby announce the convening of a closed meeting as an Executive Session for the
purpose of considering 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. This Executive Session meeting of the Board is authorized
by Texas Government Gode Section 551.074 (Personnel Matters). The date is November 20, 2009, and
the time Is now 2:19 p.m.” Attendees other than the Board members, Bruce Zimmerman, Cecilia Gonzalez,
Keith Brown, Jerry Turner, and Bob Jewell left the meeting af this time,



Reconvene in Open Session

The Board reconvened at 2:43 p.m. in open session and Mr. Nye announced that, “The Open Session of
the Board of Directors of The University of Texas Investment Management Company is now reconvened.
The date is November 20, 2009, and the time is now 2:43 p.m. During the Executive Session, the Board
considered individual personnel compensation matters including Report of Compensation Committee
Regarding Performance Incentive Awards for UTIMCO Compensation Program Participants for the
Parformance Period ended June 30, 2009, but no action was taken nor decisions made, and no vote was
called for or had by the Board in Executive Session."

Compensation Committee Report

Mr. Nye asked Mr. Ferguson to recommend resolutions on behalf of the Compensation Committee. Mr.
Ferguson explained that the first resolution was to recommend approva! by the Board of amendments to
Appendix B of UTIMCO Compensation Program (UTIMCO Peer Group). Upon motion duly made and
seconded, the following resolution was unanimously adopted by the Board:

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 to time; and

WHEREAS, the Board wishes to amend Appendix B to conform fo 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 hersby adopted and approved as part of the
Plan to replace the current Appendix B, effective as of July 1, 2009.

Mr. Ferguson recommended, on behalf of the Committee, the next three resolutions as a group. The first
resolution was a recommendation to accept letter agreements received from each of five members of
Corporation’s Senior Staff pursuant to which each individuai 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). He stated that this action
by the Senior Staff was a real objective indicator of the Staff and the Committee and the Board appreciated
their actions. The second resolution was a recommendation to approve the fotal aggregate amount of
$2,802,558 in Performance Incentive Awards for all Participants for the 2008/2009 Performance Period
{excluding the CEOQY}, 30% ($840,767) deferred pursuant to the Plan and 44.1% ($551,605) deferred by the
five members of the Corporation’s Senior Staff pursuant to the letter agreements, resulting in a total
deferment of $1,392,372. The third recommendation from the Compensation Committee was the CEQO'’s
Performance Incentive Award for the 2008/2009 Performance Period in the amount of $576,234
(representing a reduction of 45.1% from the CEQ’s Performance Incentive Award for the 2007/2008
Performance Period); 30% ($172,870) deferred pursuant to the Plan and 44.1% ($254,119) deferred
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pursuant to the letter agreement signed by Mr. Zimmerman in April, resulting in a total deferment of
$426,989. Upon motion duly made and seconded, the following resolutions were unanimously adopted by
the Board:

First Resolution:
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 fo which each individual offered to voluntarily
defer an additional 44.1% of any Performance Incentive Award for the
Performance Period ended June 30, 2008 (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 letter 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.

Second Resolution:
WHEREAS, Section 5.5(d) of the UTIMCO Compensation Program (the “Plan”)
provides that, at the end of each "Performance Period,” the Compensation
Committee 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 Petformance Period in accordance with the calculation methodology set forth
in Appendix A of the Plan; and



Third R

WHEREAS, Section 5.5(f) of the Plan provides that the Compensation Commitiee
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:

RESOLVED, that the Performance Incentive Awards for all Participants for the
2008/2009 Performance Period {excluding the CEQ) in the total aggregate amount
of $2,802,558.00 are hereby approved; and be it further

RESOLVED, that of the total aggregate amount of $2,802,558.00 in Performance
Incentive Awards for all Participants for the 2008/2009 Performance Period
(excluding the CEQ), 30% ($840,767.40) will be deferred pursuant to the Plan and
44.1% ($551,604.99) will be deferred by the five members of the Corporation’s
Senior Staff pursuant to the Agreements, resulting in a total deferment of
$1,392,372.38.

esolution:

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

WHEREAS, pursuant to the Plan, the Board approved a Petformance Incentive
Award for the CEO in the total amount of $1,050,000 for the 2007/2008
Performance Period, 30% of which ($315,000) was deferred over a three-year
period in accordance with the Plan; and

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

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

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

NOW, THEREFORE, be it:

RESOLVED, that the Board approves the CEO's Performance Incentive Award for
the 2008/2009 Performance Period in the amount of $576,234.00 {representing a
reduction of 45.1% from the CEQ's Performance Incentive Award for the
2007/2008 Performance Period); and be it further

RESOLVED, that of the CEOQ's $576,234.00 Performance Incentive Award for the
2008/2009 Performance Period, 30% ($172,870.20} will be deferred pursuant to
the Plan and 44.1% ($254,119.19) will be deferred pursuant to the Agreement,
resulting in a total deferment of $426,989.39.

Audit and Ethics Committee Report

Mr. Nye asked Mr. Foster to give a report on behalf of the Audit and Ethics Committee. Mr. Foster reported
that the Committee met on November 5, 2009 and heard a report from Mr. Wagner regarding Deloitte &
Touche LLP’s Financial Statement Audit Results and Communications and the audited financial statements
of the PUF, GEF, PHF, LTF, ITF {collectively, the “Funds”), and the Statement of Performance Statistics for
the year ended August 31, 2009. The Committee also heard a report from the UT System Audit office and
received a report on other ethics and compliance activities from staff. The Committee met again earlier in
the day, prior to the Board meeting, to approve the CEQ’s recommendation of the performance incentive
award for the performance peried ending June 30, 2009, for the General Counsel and Chief Compliance
Officer and submit its recommendation, jointly with the CEQ, to the Compensation Committee. Mr. Foster
asked Mr. Wagner to give a brief summary of the audit of the financial statements of the Funds. Mr.
Wagner presented Deloitte & Touche LLP's Financial Statement Audit Results and Communications and
highlights related fo the audit. Mr. Foster recommended, on behalf of the Committee, the following
resolution. Upon motion duly made and seconded, the resolution was unanimously adopted by the Board:

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 to 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 Invesiment Performance Statistics for the year ended August
31, 2009, be, and are hereby approved in the form as presented to the Board.



Risk Committee Report

Mr. Nye asked Mr. Tate fo give a report from the Risk Committee. Mr. Tate reported that the Risk
Committee met on November 5, 2609. No action items were submitted to the Board on behalf of the Risk
Committee at this meeting. At its last meeting, the Committee approved the categorization of nine new
invesiment mandates and discussion of two mandates that are currently being watched for re-
categorization. The Committee also received a presentation related to the development of the Derivative
Investments Controls and Processes document by Corporation staff and ongoing review of ISDA
agreements. Mr. Tate asked Mr. Zimmerman to quickly summarize the review and scope of the Derivative
Investments Controls and Processes document. Mr. Zimmerman said Ms. Mosller led the effort, which
involved almost all of the investment staff. The resulting document provides detailed steps for Staff to
follow to comply with the Derivative Investment Policy and strengthens internal controls to ensure derivative
risks are identified, measured appropriately, properly controlled, and reported. Mr. Tate reported that Staff
also led a review of the ISDA agreements. He asked Mr. Zimmerman to summarize the review. Mr.
Zimmerman stated that Mr. Warmer, Mr. Yoeli and Ms. Wagner led the efforts, with assistance of the UT
System Finance Office, of a very detailed study of new and existing counterparties to ensure that the
Corporation's ISDA agreements contain ferms as favorable as those contained in the UT System ISDA
agreements. Mr. Tate gave a summary of the review and discussion of compliance reporting. Mr.
Zimmerman and Ms. Gonzalez answered the Directors’ questions.

2010 Mesting Schedule

Mr. Nye presented the Corporation’s Board and Committee Meetings Schedule of 2010.

There being no further business to come before the Board of Directors, the meeting was adjourned at
approximately 3:15 p.m.

Secretary:

Joan Moeller

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




Appendix B

UTIMCO Peer Group .

*  Columbia University
= Cornell University

*  Emory University

»  Harvard University

= Massachusetts Institute of
Technology

s Northwestern University

*  Princeton University

*  Rice University

= Stanford University

= The Duke Endowment

»  University of California

= University of Chicago

«  University of Michigan

s University of Notre Dame

»  University of Pennsylvania

= University of Virginia Investment Management Company
= Vanderbilt University

s Washington University in St. Louis

*  Yale University

Source: Cambridge Associates. Represents endowment funds (excluding the Total Endowment Assets) with more
than 10 full-time employee positions, allocations to alternative assets in excess of 40%, and with assets greater than
$2.5 billion, all to be determined as of the last day of each fiscal year end June 2007, 2008, 2009,
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Agenda ltem:

Developed By:
Presented By:
Type of ltem:

Description:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
January 26, 2010

Discussion and Appropriate Action Related to Corporate Resolutions: Colleen
McHugh Appreciation Resolution and Designation of Annual Meeting of the UTIMCO
Board

Staff
Nye
Action required by UTIMCO Board

Chairman Nye will acknowledge Ms. McHugh's service as a UTIMCO Board
member. He will also designate the annual meeting of the Board of Directors of the
Corporation. :

Chairman Nye will recommend approval of the Colleen McHugh Appreciation
Resolution and designation of the annual meeting.

None



RESOLUTION RELATED TO ANNUAL MEETING

RESOLVED, that the Annual Meeting of the Board of Directors will be held on April
15, 2010, in Austin, Texas.
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Agenda ltem
UTIMCO Board of Directors Meeting
January 26, 2010

Agenda ltem: ~ Reporton invesfﬁent Risk

Developed By: Yoeli, Wagner, Zimmerman

Presented By: Yoeli, Zimmerman

Type of item: Inforfnation Item

Description: Stéff will present an overview of investment risks. The discussion will cover the

following types of risks:

e Porifolio-level risks, including a discussion on returns and volatility, correlations
and diversification, leverage (derivatives), and liquidity risk

o Manager-level risks and the tools fo mitigate them

o Additional risks, including government and political risks, and behavioral risks

Recommendation; .None

Reference: investment Risk presentation
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TAB 5



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

Description:

Discussion:

ﬂecommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
January 26, 2010

Discuésipn of Investment Environment
Zimmerman

Zimmerman

Information ltem

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

Staff hopes to get input from Board members on issues, concerns, and opportunities
in the current investment environment.

None

Combined PUF and GEF Asset Allocation; [ifiguid Commitment Activity/Pipeline
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TAB 6



Agenda Iltem:

Developed By:

Presented By:

Type of ltem:

Description:

Agenda ltem
UTIMGCO Board of Directors Meeting
January 26, 2010

Report on and Discussion and Appropriate Actions related to ltems from Risk
Committee: (1) Use of Derivative Investments by External Managers Operating
Under An Agency Agreement and (2) Increase Delegated Authority for Investment
Managers

Staff
Tate
Action ltem

The Risk Committee ("Committee”} will meet on January 19, 2010. The
Committee’s agenda includes (1) discussion of performance and risk reporting; (2)
review and discussion of compliance reporting; (3) discussion and appropriate
action related to categorization of new investment mandates; (4) report on and
discussion and appropriate action related to use of Derivative Investments by
external managers operating under an agency agreement; and (5) discussion and
appropriate action related to increase in delegation of authority limits for specific
managers.

With regard to ltem 4 above, Staff will report to the Committee the results of the
review of compliance with the Derivative Investment Policy effective August 20,
2009 (“Policy”) by the external managers operating under an Agency Agreement.
In accordance with the Policy, an external manager operating under an Agency
Agreement may engage in Derivative Investments only if {i) such manager has
been approved to use derivatives by the UTIMCO Chief Investment Officer and {ii)
the investments are consistent with the overall invesiment objectives of the
account and in compliance with the Policy. The use of Derivative Investments by
an external manager operating under an Agency Agreement will be approved by
the UTIMCO Chief Investment Officer only for external managers that (i)
demonstrate investment expertise in their use, (i) have appropriate risk
management and valuation policies and procedures, and (jii) effectively monitor
and control their use. When the UTIMCO Board approved the amendments to
the Policy on July 9, 2009, it also authorized the Corporation’s CEO to negotiate

“with each existing external manager operating under an Agency Agreement that

engages in Derivative Investments to ensure its Derivative Investments are in
compliance with the Policy. The UTIMCO Board, however, provided that the CEOQ
would be required fo seek approval from it to allow the retention of any existing
external manager operating under an Agency Agreement that engages in
Derivative Investments that is not in compliance with the Policy on the date of the
first 2010 regular meeting of the Corporation’s Board.

With regard to ftem 5 above, Staff will request an increase in delegation of
authority limits for specific managers. The Delegation of Authority Policy (“Policy”)
provides a clear delineation of responsibilities of the UTIMCO Board and the
UTIMCO Staff. In the Policy, the UTIMCO Board has delegated the authority to
increase investments or commitments to existing internal or external investment



Discussion:

: Agenda ltem
UTIMCO Board of Directors Meeting
January 26, 2010

managers, within certain limits, to the UTIMCO CEO.  UTIMCO Staff has
previously requested and received approval from the UTIMCO Board to increase
investment limits for certain managers. The CEOQ reporis to the UTIMCO Board at
its regularly scheduled Board meetings regarding all decisions made under the
delegated authority.

The Committee will review and take appropriate action related to the mandate
categorizations prepared by staff for the period beginning October 27, 2009, and
ending January 8, 2010. The Mandate Categorization Procedure (“Procedure”)
requires that alf 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 i 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 is requesting that the Committee approve six mandate
categorizations and report on two mandates that are currently being waiched for
re-categorization. The Committee will report to the UTIMCO Board the results of
its review of the Investment Mandate Categorizations.

The Committee will review and take appropriate action related to the use of
Derivative Investments by external managers operating under an agency
agreement. UTIMCO’s Risk Management group, led by Uzi Yoeli, documented
the use of Derivative Investments by sixteen external managers operating under

- an Agency Agreement. Nine of the sixteen external managers have been

approved by the Chief Investment Officer to use Derivative Investments. Of the
nine external managers approved o use Derivative Investments, eight are in
compliance with the Policy. One manager, PIMCO, is engaging in Derivative
Investments that are not within the delegated authority set forth on Exhibit B of the
Policy due to previously negotiated invesiment guidelines and restrictions
contained in its Investment Advisory Agreement effective October 1, 2003, as
amended, The Committee will report to the UTIMCO Board the results of its
review and action taken related to retention of PIMCO as an existing manager with
PIMCO's current guidelines and restrictions on the use of Derivative investments.

- The Commitiee will review and take appropriate action related fo the increase in

the delegation of authority limits for specific managers, UTIMCO staff has
identified seven managers that it would like to increase the investment limits in
excess of the limits provided in the Policy andfor previously approved by the
UTIMCO Board. The seven managers and requested investment limits are listed
on the attached Proposed Increases to Delegation of Authority Limits. These
seven managers are either currently above or near the delegated authority limit
due to appreciation. UTIMCO staff is requesting the increase in the delegated
authority limit so it can have the option to invest additional capital with these



Recommendation:

Reference;

Agenda item
UTIMCO Board of Directors Meeting
January 26, 2010

managers. UTIMCO staff will discuss with the Commitiee staff's rationale for
increasing the delegated authority limits for specific managers.

Ms. Gonzalez will review the quarterly compliance reporis at the Committee
meeting.

The Committee requests that the Board take appropriate action related to the
retention of PIMCO as an existing external manager operating under an Agency
Agreement with the current investment guidelines and restrictions on the use of
Derivative Investments contained in the Investment Advisory Agreement effective
October 1, 2003, as amended. The Committee also requests that the Board take
appropriate action related fo an increase in delegation of authority limits for
specific managers as set forth in the attached.

Agency Summary presentation; Proposed Increases to Delegation of Authority
Limits



RESOLUTION RELATED TO RETENTION OF PIMCO
AS AN EXTERNAL MANAGER OPERATING
UNDER AN AGENCY AGREEMENT

WHEREAS, the UTIMCO Board approved an amendment to the
Derivative Investment Policy effective August 20, 2009 (“Policy”); and

WHEREAS, the UTIMCO Board authorized the Corporation’s CEQO to
negotiate with each existing external manager operating under an Agency
Agreement that engages in Derivative Investments to ensure its Derivative
Investments are in compliance with the Derivative Investment Policy
subject to the requirement that the Corporation’s CEO must seek approval
from the UTIMCO Board to allow the retention of any existing external
manager that is not in compliance with the Derivative Investment Policy on
the date of the first 2010 regular meeting of the Corporation’s Board; and

WHEREAS, Corporation staff has reviewed all of the Corporation’s
external managers operating under an Agency Agreement that engage in
Derivative Investments for compliance with the Policy and determined that
one external manager operating under an Agency Agreement (PIMCO) is
currently allowed to engage in Derivative Investments that are not within
the delegated authority set forth on Exhibit B of the Policy due to
previously negotiated investment guidelines and restrictions contained in
its Investment Advisory Agreement effective October 1, 2003, as
amended; and

WHEREAS, Corporation staff has documented and presented to the Risk
Committee its reasons for desiring to retain PIMCO as an external
manager; and

WHEREAS, the Risk Committee concurred with the reasons presented by
Corporation staff for desiring to retain PIMCO as an external manager and
recommended that the Board approve the same; and




WHEREAS, the Board concurs in the recommendation of the Risk
Committee and wishes to document its approval of retention of PIMCO as
an external manager.

NOW, THEREFORE, BE IT

RESOLVED, that the retention of PIMCO as an existing external manager
operating under an Agency Agreement with the current investment
guidelines and restrictions on the use of derivatives contained in the
Investment Advisory Agreement effective October 1, 2003, as amended,
is hereby approved.



RESOLUTION TO INCREASE INVESTMENT LIMITS FOR CERTAIN
MCC AND LCC INVESTMENTS

WHEREAS, the Risk Committee concurred with the reasons presented by
Corporation staff for desiring to increase the investment limits for certain
More Correlated and Constrained Investments and Less Correlated and
Constrained Investments and recommended that the Board approve the
same; and

WHEREAS, the Board concurs in the recommendation of the Risk
Committee and wishes to document its approval to increase the
investment limits for those managers.

NOW, THEREFORE, BE IT

RESOLVED, that the proposed new limits to investment mandates for
certain More Correlated and Constrained Investments and Less
Correlated and Constrained Investments, be, and are hereby approved in
the form as submitted to the UTIMCO Board of Directors.




sansodxe xoput pue Buibpay Aouaung )

pajelioja(g puoiaq
pue papiwladg

Ruoyny

pajeBoajeq UIUIM pue papiuliad

HOAISaM

UIAS

oweuig jeiden Aunoeg

ucbuiiem U} SJ0]1saAL] Ueadoing

adounz sumopsue] UBIpBOY 818815 B UsYoD

Weysain yoonpe|g poUSISIEM

OOWid aumfpuelg | sy Asjuels uebiopy uopiosy ojpbuy
fuoyiny asn Japeolyg () OSN pajwin

SOAlJeALISP 9Sh
03} papiwiiad JoN

:SMOJ|0} SE WaY)

palisse|o pue ‘sisbeuew 9| ssoloe sjuswisalbe Aousbe (7 ||e pemalnsl JJels
Aoljod mau sy o) sousiaype Ajuen 0} 00z Jeak Jepus|ed jo Bunssiu

pJeog OJNILLN 1sd1 8y} Aq paiinbas sem sjunoooe Aousbe [je jo MaiAsl B ‘5007

1snbny Ui sjuabsy Jo pieog au) Aq perdope A21j04 sAleALISq 8yl Jo Lied Sy

Ka1j0d aAneALIDE OIIILN

UHM douaiaypy  siabeuepy Aouaby




(y# 0dAy) Juswabeuew x4 pue
‘(e# 0dA1) saAeALIBD 8ouRINSUl ‘(Z# odA}) JusjeAinbs JoyieW-|SED 8y} Uy} 8jow
850] Jouued jey} saanealap ‘(| # odA)) seaneausp buneosdal esn ueo - oweuhg
(4 8dA1) Juswiabeuew X4
pue ‘(¢4 odA}) suondo ‘(1 # adA1) sainin) pazifesele) |09 Ajnj asn ued — uo)buljlopm -
(4 0dA}) Juswiabeuew X4 pue ‘(g odA}) saAleALISp SoUBINSUI
‘(14 80A)) seoualayIp 10} S}oeAU0D ‘sdems ‘saininy asn ued - adoing aumopsue] .

JuswoeSeuew (14 8dA}) seumny pazijessleljoo Ajjny Buish ‘prepue)s
10198} puUE UoNEING S Se ‘painoexe aInsodxe SaNIPOLIWOD || — Weysais)
X4 v 'SJORIJU0D
ddueInsu} ‘¢ X4 piepue)s Ajuo asn Apusuing *(g# 8dAy) uoneinp
SSOTPIUNWN "¢ pue (p# odAy Aluoyine perebsjap) seiousnnd sbeuew
Bunelidsy T | o) saaneAsp SN 0} SPNIIE] BPIM ApIE) — oUIMApURIg
sadA] Ayuoyiny paje8ajaq

SaAIRALIR(

J0 as() [eJauds) yum siabeuepy Aousby



"SJUSLUISOAL| BAIBALSC U} SUCHIUISD Jopealy
aney Ajesauab suoneaddy sAeALa(] "sjuslselg ADlod snljeAla( Bunsixa pue soud ay) b pasn uwg) e s| suoieslddy aageAls (

(Apubiys) s1eonpal YSii 816 SSAEALIBP S.00Id JBUl SMOUS UORNGLIE S 8pISumop InQ  —
UN029E OINId 8Y 0} Ajuo syQS| Jlsys Ui pajil si seiedielunod s,00NId J0) esinooai ey} -

SJUBLLISaAU] BAllBALIS( pejebajep
sy} ‘AposLiad Jou Ing ‘Ajesojo A1aA SMOJj0} SJUSW)SBAU] SAIBALIS(] JO 801042 S,00NId  —

sonoead uj

SJUBWIISOAU] DAIJRALIB( JO 8210YD 8y} Jiwif Jo Ay1oads Jou op saulepinb syl
SJUSWIISOAUI JAYI0 UM SAIALISP 8UY) Wodj saniqel Buiyorew Aq n&mwz_s S| jSH JusUNSaAL] -
POZIWIUIW SI ysU Auedigiunon -
JUN029E U} JO %G|, 0} Palill] SI 8iNS0dXs SABALISP (DL0) JSIUN0o-8yl-isA)  —

(sjusjeainbs yseo
1o yseo Aq payoeq s jeuonou) Juswasibe sy} ui paulep se ‘afieions) sjealo jou op Asyf -

(ysuonesijddy saneauaqg vm>o&% ayjuiymare Aoy -

ey} pepirosd seaneALsp asn Aew OONId ¢




sanol abie) pajoadxaun o) Bujoo;
‘Arep 1unoaae ODINlId oY) sezAjeue Juswiebeuepy sty “Aouatedsuel) |y sey ODAILLN

(pamoyje Ajereredas yoes) Aousino pue uoneinp Buibeueww Xjw S310USLING SA-UOU UO Sdems sje-jselon| -

spoys Aoualng sjdwis et Jayjes suoido Aousuing Buies Aq pabpey sauwiswos ale sslousiuny -

'SSAIRALISP ||B JO
%10 Apusiino si A2ijod sAlBALISQg 8 JO g NGIUXT 1} Jou Emé figenBie ey} seAneALISp
8U} JO 8Insodxe [EUOHOU BU] "JUNOJJE U} JO %G O} PHWI SI 8INSOAX8 BARBALIBP L0

sieak (], JoAC JOo} OO Uim BuissAul ussq eaey 8j\ 198US 8oUBjeq
Buosis e pue JustuaBeuew XSt SSejo-PlOM UIM Jsuonnoeld paoustiadxe ue st ODINId

Juswiebeuew

JUSLUISBAUI BUIODUI PaX1) 8AIOR JO Led [eibojul ue ale SOAIBALISP B[|IUBA-UON,
saljijiqeded pue spasu Jusisip aaey Aew

siebeuew [euis)xs swos ey Buipuejsispun sy yim adoos molieu e sey aiojeisy) pue
‘PuIlL Ul salljigedes pue spaau [rulsiul SODNILN Uim payeio sem Asljod aAeALIS( 8yt

SauljapINg SAIRALIS(]

09INId Bunsix3 Jo [erouddy 1o} ajeuoney




“JEJjOp 'S "M Y} Pue Salouang UBISIO) USaMISY PUB SS[DUSLING

ubieio} Buowe se)el sBueyoxe vl sebueys esianpe psjedionue Jsuiebe 108)01d 0} 10 Xapu saljoadsal s se ainsodxs AouaLng
BWES 8 UIBUELU O] J8PI0 Ul SJoeijuod sainny Aouelno ubieio} pue piemo) Aoualing ublaio) Ui pajsanu; aq ABLU JUROIDY 8y
"SjusLulSaAU uual-Hoys syenbape Buipioy Ag Jo Lunjel e Aed o} pelebigo S 1 Yorim 0] 19SS olioads sy} L) JUnoooy S}

Buiseaul Ag Apediajunod ey} o) uoneBiigo s)i 198l 0} ajge aQ JOU {IM JUNCDY au Jey) ysu sy ejebiiw o) jdwsye Jeys osfe OONId
“Ipeuo apeif Jusugsenul ue si Auedisjunod sy} asaym pue Ajyuow uey) Ajjuanbai) s8] ou JeRW O] YRW JeY) Sjuswsaibe ol
Busjue Aq yuswiesibe Ajinoag eneausq & Jspun uonebiiqo juswiAed sy uo ynejep jim Aued & Jeu ysi sy} SZIWIUIW [jBYS ODWId
"X@pul Yons Jo souBWIoNad 8} SJENLIS O} S}PRHUCD AIINDSS SATTBALIS(] JaU10 J0 alsoditod e azZinn

A2W JUN099Y Y} ‘J4YT IS SB YONS Xapul JaxIBW Jejnored B U0 papel} SeRUNsas SAflRALIS(] OU ik aiay) Jey) Juaas sy} U
“JUN020Y 8L} JO SJOSSE 18U aU 10 9,61 Uey} alouw Jussaldal Jou Aew J8JUNcd s IBAC P|os J0 paseyaind SaijlInoas aAlBALIR( 10
ainsodxe Jo onjeA Joylel Jou ey ‘1eyIew Alepuooss pinby pue saoe ue uum abueyoxs ue uo suonoesuel) yons oyl Buyeue Ag
ajep Ajunjew s o} toud uonsod e asop o} Algeul Bunnsal sy pue 19B1U0D AJUNDeg SAljeAlIB(] & 10} Jexiews Alepuooss pinbiy ue
0S8} aziunuiw o} Jdwsye jieys OOl "sioenueo sigeoydde Jeyjo pue ‘uoido ‘Joo); ‘deo ‘dems ‘samn ‘premlo) Ag paouspias
pue ($810USLINO pUB 'SBjR 1$3I8JUI ‘SAl)IPOLICS ‘SPUOQ ‘SYO0)S SE LoNs) S}asse |0 xapu) 1o ‘sjesse BuiApapun aloul 1o sucAue

Jo anjeA ay} Woy ‘ped J0 9j0yM U] ‘PRALISP S SNJBA SSOUM SJUSLLINASUE 850U} 80 0} PULSP 8q [|2US S8NLIN0SS BAlIBALIS( Yonsg
"$59] 10 Je3A 2UO J0 UONRIND B UIM SaNLIN0as apeib JuswseAl SB paulsp Seiinoss Jusjeainbs Yses pue saoueleq Yses

paiesipap uibieus uogeuea Ajiep sy ‘usodsp uifilew jeRiu SU JO anjeA SY3 J0 LINS SU} SI SIDRAU0D SaInNy 0) PAJEIO||e SJessE sed
aY] "S10BIUOT S50U) O} PSIROO||e S18SSE JUSEAINDS YSED pue YSBI JO SNnBA U] SPEsoXa SI0BNUOD SBINN) 8U) JO SNjBA {BUOIOU 8Y}
uaUm sinoo0 abeland *$1oBIU0D Uons 10} usodsp uiBiew jeniul Ue se paiinbal sl SjaSSE 1UN0IOY 10 %G UBY) 210W Ou {1l ‘safes
Jo saseyoind saeALIS( UONS Jo uoneUBLWBICWI 8} Ul peAojdwe s) abeisas) ou (| 1ey) papiaoid ‘seifiejens poys pue Buo| Buipnpou
‘UOIJED0j. 195SE B} J0 aInsodxa Joview sy} Jshipe 0} () Jo 'SJuSWISaAUL pUN4 YIM pajeroosse sysit abpay o} 1o xapu 0) {8 (Aunoes
buihpapun ayy uey Alsaioeye alow paoud s1 AIUNoaS aajeALS B UsYm suimai Juslsaaul Jayby yeas 0} {p {s1s00 uojoesues
sonpai o} (o ‘Buipes; sjey|oe} 0} (g ‘sesodind juswabeuew puny Joj souejeq yseo e Suiuielal spum xapul Jexew Buiipspun

ue jo ajes Jo sseysind ayj sjenuis {g 0} pieog OINLLN Bul Jo |eacidde sU) UiIM S8iILN0ss SAJRALIB( SZiin ABUW SJUN0OYY alf]

Saul|apIng jusw)saAu] pajejal-dAlleALing S.00NId




%8G %EE %0 0G9 009 £66 Girl MOUBABK

DOW/DDT pAUIGUIc)

%L'Z %SG'Z %9'8 00% 00¢ 8ve 0SZ #HZ Uo0

%6°E %12 %EL GZy 00¢ 287 ST ebpugisius)

%80 %02 %89 oov 00g 662 761 ieemebpug

%8 %8'C %¥'6 05S GlE STA Y Gol abpry enig

%9'Z %8'Z %16 0SS 00¢ 96¢ 00¢ 1sodneg

D91

VIN %0°S %G'6 000°L$ 057% 88/% VIN BLIODU] PaXI4 jeulaju)

™DOR

WNY 1oBeuep OJWILN sse|D 1ossy MW 3w anjep (1oN)} sajepuey
1S3 0LILIL 60/08/L1 80/0¢/L1 uogelisjeg uonebsieq 60/L/L jeyiden

30 9, Jwii 30 % Huwiry 10 9% 1w paisanbay usaIng pojewsysy  panguiuod




TAB7



Agenda ltem:

Developed By:
Presented By:

Type of ltem:

Description:

Discussion:

" Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
January 26, 2010

Réport on and Discussion and Appropriate Action related to ltems from Audit and Ethics
Committee - Audit of UTIMCO Financiat Statements

Staff
Foster

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

- The Audit and Ethics Committee (“Committee” will meet on Janvary 19, 2010. The

Committee’s agenda includes (1) the review and consideration of Deloitte & Touche LLP’s
Financial Statement Audift Results and Communications and Audited Financial
Statements for the Corporation; (2) a presentation of the unaudited financial statements

- for the three months ended November 30, 2009, for the Investment Funds and the

Corporation; and (3) an update of other compliance, reporting, and audit issues.

The UTIMCO financial statements were audited by Deloitte & Touche LLP, Deloitte &
Touche LLP issued an unqualified opinion on the August 31, 2009 and 2008 financial
statements. Tom Wagner, the engagement partner, is scheduled to present to the
Committee the Deloitte & Touche LLP’s Audit Results and Communications letter and
answer questions related to the financial statements. A copy of the Audit Results and
Communications and the audited financial statements are included.

Routine activities of the Committee will include reviewing the unaudited financial
statements for the first quarter for the Funds and UTIMCO Corporation and the quarterly
compliance reports.

- The Committee will request the UTIMCO Board take appropriate action based on the

Committee’s action from its meeting related to approval of Deloitte and Touche LLP's
Financial Statement Audit Resulis and Communications, and the audited financial
statements and audit report for the Corporation.

Audit Results and Communications; Audited financial statements and audit report for the
Corporation
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bra” e 0 i e Deloitte & Touche LLP

Suite 1700

400 West 15th Street
Austin, TX 78701
UsA

December 21, 2009 Tel: +1 512 691 2300
www.deloitte.com

Mr, Bruce Zimmerman
CEOQ and Chief Investment Officer
The University of Texas Investment Management Company

The Audit and Ethics Commitiee of

the Board of Directors of

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

Austin, TX 78701

Dear Mr. Zimmerman and Members of the Audit and Ethics Committee of the Board of Directors of The
University of Texas Investment Management Company:

We have performed an audit of the financial statements of The University of Texas Investment
Management Company (the “Company”} 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 December 21, 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 Company is responsible.

Our Responsibility Under Generally Accepted Auditing Standards

Our responsibility under auditing standards generally accepted in the United States of America has been
described in our engagement letter dated July 24, 2009, a copy of which has been provided to you. As
described in that letter, the objective of a financial statement audit conducted in accordance with auditing
standards generally accepted in the United States of America is to express an opinion on the fairness of
the presentation of the Company’s 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 include forming and expressing an opinion about whether the financial statements that have
been prepared by management with the oversight of the Audit and Ethics Committee are presented fairly,
in all material respects, in conformity with generally accepted accounting principles. The audit of the
financial statements does not relieve management or the Audit and Ethics Committee of their
responsibilities.

We considered the Company’s 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 an opinion on
the effectiveness of the Company’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Company’s internal control over financial reporting. OQur
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.

Member of
Deloitte ¥ouche 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.

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

QOur audit of the financial statements was 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 uncorrected misstatements or disclosure items passed identified during our audit.

Material Corrected Misstatements

Our audit of the financial statements was 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 Company’s significant accounting policies are set forth in Note 2 to the Company’s 2009 financial
statements. During the year ended August 31, 2009, there were no significant changes in previously
adopted accounting policies or their application.

Disagreements With Management

We have not had any disagreements with management related to matters that are material to the
Company’s 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 Issues Discussed, or Subject of Correspondence, With Management Prior to
our Initial 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 Audit and Ethics Committee.

-2



Significant Difficulties Encountered in Performing the Audit

In our judgment, we received the full cooperation of the Company’s management and staff and had
unrestricted access to the Company’s senior management in the performance of our audit.

Management’s Representations

We have made specific inquiries of the Company’s management about the representations embodied in
the financial statements. Additionally, we have requested that management provide to us the written
representations the Company is required to provide to its independent auditors under generally accepted
auditing standards. We have attached to this letter, as Appendix A, a copy of the representation letter we
obtained from management.

L A

This report is intended solely for the information and use of management, the Audit and Fthics
Committee of the Board of Directors of The University of Texas Investment Management Company, 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,

Do boctte ¢ Toveede o
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FINANCIAL STATEMENTS

For the years ended August 31, 2009 and 2008



The University of Texas Investment Management Company

Financial Statements
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Contents
Independent AUditors” REPOLt it s s bbby 1
Management’s Discussion and Analysis (unaudited) v 2
Audited Financial Statements
BaliriCe SHEELS couvvveeerecrierreee e s tesrsses st s esseaessmts et s sessssseatbatsamsasan ranesseonesrasrsaressns smesranasnaensenserranreane 6
Statements of Revenues, Expenses and Changes in Net ASSets s 7
StAtEINIETIES OF a8 TS ciiririeesireririeeressssisses sressersresresssssess s svesssessns bmssaresessramneosenrnesressnnsseesosssssrrs 3

Notes 10 the FINancial StatemienttS . eriririsrrsreeresssisessssesisssssssstessesesssisssossssssssassssesssssosses 10



De I o i tte Deloitte & Touche LLP

Suite 1700

400 West 15th Street
Austin, TX 78701
USA

Tel: +1 512 691 2300
www, defoitte.com

Independent Auditors’ Report
The Board of Directors of The University of Texas Investment Management Company

We have audited the accompanying Balance Sheets of The University of Texas
Investment Management Company {“UTIMCO”), as of August 31, 2009 and 2008, and
the related Statement of Revenues, Expenses and Changes in Net Assets, and the
Statements of Cash Flows for the years then ended. These financial statements are the
responsibility of management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting
as a basis for designing the audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of UTIMCO’s internal
control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements present fairly, in all material respects, the
financial position of UTIMCO as of August 31, 2009 and 2008, and the results of its
operations, changes in its net assets and its cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of
Ammerica.

Management’s discussion and analysis on pages 2 through 5 is not a required part of the
basic financial statements, but is supplementary information required by the
Governmental Accounting Standards Board. This supplementary information is the
responsibility of management. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement
and presentation of the supplementary information. However, we did not audit the
information and express no opinion on it.

W{-’: w ”
December 21, 2009

Member of
Deloitte Touche Tohmatsu



MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
(Unaudited)

QOur discussion and anpalysis of the financial performance for The University of Texas
Investment Management Company (UTIMCO) provides an overview of its activities for the
year ended August 31, 2009, This discussion was prepared by UTIMCO management and
should be read in conjunction with the UTIMCO financial statements and notes. UTIMCO
is a 501(c) (3) investment management corporation whose sole purpose is the managerment
of investment assets that are under the fiduciary care of the Board of Regents of The
University of Texas System (UT Board).

Created in March 1996, UTIMCO is the first external investment cotporation formed by 2
public university system. It invests endowment and operating funds in excess of $20 billion.
UTIMCO is governed by a nine-member Board of Directors appointed by the UT System
Board of Regents. The UTIMCO Boatd of Directors includes three members of the UT
Board, the Chancellor of The University of Texas System, and five outside investment
professionals (including one representative from the Texas A&M University System). The
UTIMCO Boatd and the UT Board have entered into an Investment Management Services
Agreement delegating investment management responsibility for all investments to
UTIMCO.

The putpose of the MD&A is to provide an objective and easily readable analysis of the
UTIMCO financial statements based upon currently known facts, decisions or conditions.

Financial Highlights

Net assets increased by $1.5 million from $9.4 million to $10.9 million, or approximately
15.9%, for the year ended August 31, 2009. This is compared to an increase of $2.0 million
from $7.4 million to §9.4 million, or approximately 27.0%, for the year ended August 31,
2008. The change in net assets from year to year is mainly attributable to budgeted personnel
costs which were not incurted and reductions in travel expenditures. The management fees
received are based on the expense budget that is approved by the UTIMCO Board and the
UT Board. UTIMCO deferred filling budgeted positions and incurring certain international
travel costs given the market circumstances of fiscal year 2009,

Use of Financial Statements and Notes

UTIMCO financial statements are prepared in accordance with standards issued by the
Governmental Accounting Standards Board (GASB). Three financial statements are typically
required under GASB: Statement of Net Assets or Balance Sheet, Statement of Revenues,
Expenses and Changes in Net Assets, and the Statement of Cash Flows.

The notes to the financial statements contain supplemental information that is essential for
the fair presentation of the financial statements.



Balance Sheets

The Balance Sheets present assets, liabilities, and the net assets of UTIMCO as of the end of
the fiscal year. These statements have been prepared using the accrual basis of accounting,

The following summarizes the Balance Sheets:

2009 2008 2007

Assets

Cash & Cash Equivalents $ 12,618,433 $ 10,907,042 § 8,046,339

Other Assets 3,423,832 4,043 880 3,641,367
Total Assets $16.042.265 $£14950922  §$11,688,200
Liabilities & Net Assets

Accounts Payable &

Deferred Compensation Plan Obligations $ 3,510,534 § 3779637 § 2409660

Deferred Rent 1,576,705 1,801,948 1,834,112

Untestricted Net Assets 10,955,026 9,369,337 7.444 434
Total Liabilities & Net Assets 316042265 $14.950.922  §11.688.200

The changes in Balance Sheet components are primarily the result of the following:

Other Assets decreased by approximately $620,000 in 2009 as a result of lower
pass through legal expenses and related accounts receivable at year end from UT
System on the West Texas Lands project. Other Assets increased during fiscal
year 2008 by approximately $403,000 primarily as a result of net increases in
property and equipment related to purchases of leasehold improvements,
furniture, and computer equipment for UTIMCO’s expansion in leased facilities.
Additionally, UTIMCO added a deferred compensation program in FY 2008,
which caused an increase in both other assets and other accrued expenses.

Accounts payable and deferred plan obligations decreased by approximately
$269,000 primarily as a result of lower balances due related to the West Texas
Lands project at August 31, 2009 versus 2008. Accounts payable and deferred
plan obligations increased in 2008 as a resuit of the increase in personnel and
operating expenses associated with the increase in headcount between years from
47 at August 31, 2007 to 59 at Auguost 31, 2008. These costs also include an
increase related to the newly implemented deferred compensation plan and an
increase in accrued labilities related to the West Texas Lands project.



Statements of Revenues, Expenses and Changes in Net Assets

The Statements of Revenues, Expenses and Changes in Net Assets are based upon the
financial activities of the organization. The purpose of these statements is to present details
comprising the revenue, expenses, and changes to net assets for the years reported. The
following table summarizes the Statements of Revenues, Expenses and Changes in Net
Assets:

2009 2008 2007
Revenue
Management Fees § 16,551,209 § 15377329 § 13,948,138
Non-operating Revenues i57.174 424,065 457,335
16,708,383 15,301,394 14,405,473
Expenses
Salaries & Benefits 11,253,722 9,702,764 8,078,314
General Operating 1,570,137 1,952,991 1,747,925
Depreciation and Amortization 588,684 548,487 565,569
Othet 1,710,151 1.672.249 1,671,899
15,122,694 13,876,491 12,063,707
Increase in Unrestricted Net Assets 1,585,689 1,924,903 2,341,766
Net Assets, Beginning of Year 9,369,337 7,444,434 5,102,668
Net Assets, End of Year $ 10955026 § 9369337 § 7444434

The changes in the Statements of Revenues, Expenses and Changes in Net Assets are
primarily the result of the following:

e Management Fees revenue for each year presented are based upon the opetating
budget and management fee approved in advance each year by both the UTIMCO
Board of Directors and the UT System Board of Regents. Revenue fluctuations are
the direct result of these approved budgets.

¢ Salary and Benefit expenses increased as a result of cost of living adjustments in
fiscal years 2009 and 2008 and additionally for staff additions and promotions in
fiscal year 2008. Staff levels wese primarily constant in fiscal year 2009,

¢ (General Operating Expenses decreased in fiscal 2009 primarily as a result of reduced
travel expenditures and multiple cost-savings initiatives. For fiscal year 2008,
UTIMCO became fully staffed during the course of the year and expenses directly
related to filling these vacancies wete incutred.



Statements of Cash Flows

The Statements of Cash Flows are presented to identify the cash flows from operating
activities and those cash flows used for investing activities. The following table summarizes
the Statements of Cash Flows:

2009 2008 2007
Cash Flows from Operating Activities
Proceeds from management fees $ 16,551,209  § 15,377,329 § 13,955,638
Other proceeds - - 47,646
Payments to and for employees 11,122,513y (8,774,723  (8,098,1006)
Other payments (3.740,551)  .(3,518350%  (3,755,640)

1,688,145 3,084,256 2,149,538
Cash Flows from (used for) Noncapital,
Capital and Investing Activities

Purchase of property & equipment, net (136,174) {656,081) {79,865)
Interest 159,420 432,028 408,196
23,246 (224,053) 328,331

Net Change in Cash & Cash Equivalents 1,711,391 2,860,203 2,477,869
Cash & cash equivalents, beginning of year 10,907,042 8,046,839 5,568,970
Cash & cash equivalents, end of year $12618433 3510907042 _§8046,839

The changes in the Statements of Cash Flows are primarily the result of the following:

¢ Payments to and for employees increased in fiscal year 2009 as a result of being
fully staffed for the entire fiscal year and the increase in compensation and other
personnel expenses that are directly related.

e Pugchases of property and equipment increased in fiscal year 2008 as the
organization completed the expansion of leased facilities.

e Interest income decteased in 2009 as a direct result of market conditions in the
fiscal year.

Contacting UTIMCO

The above financial highlights are designed to provide a general overview of the UTIMCO
corporate results and insight into the following financial statements. Additional information
may be found on our website and inquiries may be directed to UTIMCO via
WWW.uHmeo,. org.




THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY

Financial Statements

Balance Sheets
Angust 31, 2009 and 2008

Assets

Current Assets:
Cash and cash equivalents
Prepaid expenses and other assets
Total Current Assets
Non-Current Assets:

Assets of deferred compensation plan

Property and equipment, net of accumulated depreciation

of $2,644,771 and $2,188,223, respectively
Total Non-Current Assets

Total Assets

Liabilities and Net Assets
Current Liabilities:
Accounts payable and accrued expenses
Current portion - deferred rent
Total Current Liabilities
Non-Current Lisbilities:
Deferred compensation plan obligations
Long-term portion — deferred compensation
Long-term portion - deferred rent
Total Non-Current Liabilities
Total Liabilities
Net Assets:

Unrestricted

Total Liabilities and Net Assets

2009 2008
$12,618,433  § 10,907,042
421723 653,764
13,040,156 11,560,806
174,715 107,966
2,827,394 3,282,150
3,002,109 3,390,116
$16.042265 $14.950.922
$ 2932957  § 3,671,671
225 244 225 577
3,158,201 3,897,248
174,715 107,966
402,862 _
1,351,461 1,576,371
1,929 038 1,684,337
5,087,239 5,581,585
10,955,026 9,369,337
$16042260 §14950.922

The aveonpanying noter are an integral part of these financial statormenis.
&



THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY

Financial Statements

Statements of Revenues, Expenses and Changes in Net Assets
For the years ended Angnst 31, 2009 and 2008

Operating Revenues
Management fee
Total Operating Revenues

Operating Expenses

Salaries

Employee benefits
Payroll taxes
General operating
Depreciation
Lease

Professional fees
Insurance

Total Operating Expenses
Operating Income

Nonoperating Revenues
Interest

Loss on disposal of equipment
Net Nonoperating Revenues

Increase in Unrestricted Net Assets

Net assets at beginning of year

Net assets at end of year

2009

§ 16,551,209
16,551,209

9,689,126
1,114,750
449,846
1,570,137
588,684
962,184
507,750
240217
15,122,694

1,428,515

159,420

{2,246)
157,174

1,585,689

9,369,337

The acconpanying noiss 2ve an infegral part of these financial statemenis.
7

2008

315377329
15,377,329

8,393,626
914,825
394,313

1,952,991
548,487
974,920
455,041
242 288

13,876,491

S i E A

1,500,838

432,028
963

424,065

1,924,903

7,444,434

£10955026  §.9.369.337



THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY

Financial Statements

Statements of Cash Flows
For the years ended Angust 31, 2009 and 2008

Cash flows from operating activities:
Proceeds from management fees
Receipt from deposits
Payments to suppliers for goods and services
Payments for facility
Payments to employees, net

Payments for employees
Net cash provided by operating activities

Cash flows from investing activities:
Interest
Purchase of property and equipment

Net cash provided by/(used in) investing activities

Net Increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

The avcompanying notes are an integral pard of these financial statensents.

2009 2008
$16,551,209  § 15,377,329
; 10,132
(2,553,123) (2,521,399)
(1,187,428) (1,007,083)
(9,491,157) (7,464,581)
(1,631.356) (1,310,142)
1,688,145 3,084,256
159,420 432,028
(136,174) 656,081
23,246 (224,053)
1,711,391 2,860,203
10,907,042 8,046,839
§12.618433 10907042



THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY
Financial Statements

Statements of Cash Flows, Continued

Reconciliation of operating income to net cash provided by
operating activities:

2009 2008
Operating income $ 1428515 $1,500,838
Adjustments to reconcile operating income to net cash provided
by operating activities:
Depteciation and amortization 588,684 548 487
Change in assets and liabilities:
(Increase)/decrease in prepaid expenses and other assets 232,041 (194,916)
Increase/ (decrease) in accounts payable and accrued expenses (738,714) 1,262,011
Increase in deferred compensation 402,862 -
Decrease in deferred rent (225,243 (32.164)
Net cash provided by operating activities $.1,088145 33084256

The accomparnying notes are an intsgral part of these Fnancial statements.
7



THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY
Notes to Financial Statements

Note 1 - Organization

The University of Texas Investment Management Company (UTIMCO) is 2 not-for-profit
cotrporation organized to invest funds that are under the control and management of the
Board of Regents of The University of Texas System (UT Board). UTIMCO commenced
business on March 1, 1996. The financial statements of UTIMCO have been prepared on
the accrual basis of accounting. The significant accounting policies are described in Note 2.

Note 2 - Significant Accounting Policies
Basis of Acconnting

The financial statements of UTIMCO are prepared in accordance with accounting principles
generally accepted in the United States of America as prescribed by the Governmental
Accounting Standards Board (GASB). UTIMCO applies all applicable GASB
pronouncements and TFinancial Accounting Standards Board (FASB) Statements and
Interpretations issued on or before November 30, 1989, except those that conflict with a
GASB pronouncement.

Cash and cash eguivalents

For purposes of the statements of cash flows, UTIMCO considers highly liquid debt
instruments purchased with an original maturity of three months or less to be cash
equivalents. UTIMCO invests excess cash in an interest-bearing money market account.

Prepaid expenses and other assets

Prepaid expenses consist of expenses paid in advance for insurance and various services. The
prepaid expenses will be ratably expensed over the period to which they relate.

Property and equipment, net of accumnlated depreciation

Net property and equipment consists of office furniture, office equipment, software, and
leasehold improvements and is stated at net book value. Depreciation and amortization is
computed using the straight-line method over the useful lives of the assets. The following is
a schedule of the property and equipment at August 31, 2009 and 2008.

2009 2008

Office furninure $ 856,371 § 841,241
Office equipment 1,144,804 1,218,908
Software 314,331 259,100
Leaschold improvements 3,156,659 3,151,124
Total property and equipment 5,472,165 5,470,373
Less accumulated depreciation (2.644.771) {2,188.223)

Net property and equipment $2827304  $3.282150

10



THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY
Notes to Financial Statements

Income faxes

The exclusive purposes for which UTIMCO is organized and is to be operated are charitable
and educational within the meaning of section 501{c)(3) of the Internal Revenue Service
Code, and therefore, UTIMCO is not subject to federal income taxes on normal operations.
UTIMCO may, however, incur federal income taxes on untelated business income.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from these estimates.

Note 3 - Related Party Transactions

a) Pursuant to a Master Investment Management Services Agreement with UTIMCO,
the UT Board has appointed UTIMCO as its investment manager with complete authority
to act for the UT Board in the investment of all funds. The amount of the management fees
for the periods ended Auvgust 31, 2009 and 2008 were $16,543,709 and $15,369,829,
respectively. This represents fees for the following:

2009 2008
Permnanent University Fund 8 8,134,921 $ 7,541,715
The University of Texas System Long Term Fund 4,640,564 4,380,276
Permanent Health Fund 910,209 905,220
The University of Texas System Intermediate Term Fund 2,858,015 2.542.618

by UTIMCO contracts for internet and mainframe connection setvices with The
University of Texas System and The University of Texas at Austin. The expense for these
services for the periods ended August 31, 2009 and 2008 were $47,512 and $44,718,
respectively.

c)  Asof August 31, 2009 and 2008, UTIMCO had pass-through receivables for legal fees
due from UT System of approximately $15,500 and $236,000, respectively. The fees were
incurred by UT System in connection with the West Texas Lands project. The law firms
billed UTIMCO for these legal fees, and in turn UTIMCO paid the fees and then
subsequently billed UT System for reimbursement.



THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY
Notes to Financial Statements

Note 4 — Deposits and Investments

Custodial credit risk for deposits is the tisk that, in the event of the failure of a depository
financial institution, UTIMCO will not be able to recover its deposits. The custodial credit
risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, UTIMCO will not be able to tecover the value of its investment or collateral
securities that are in the possession of another party. UTIMCO does not have a deposit
policy for custodial credit risk. As of August 31, 2009, the FDIC insures deposits up to
$250,000 and as of August 31, 2008, up to $100,000. As of August 31, 2009 and 2008, there
were no uninsured deposits. Additionally, UTIMCO does not have any investments that are
exposed to custodial credit risk.

Note 5 - Deferred Revenue

UTIMCO assesses on or before the first day of The University of Texas System’s fiscal
quarter one-fourth of the annual management fee. The fee is deferred and is ratably credited
to revenue monthly. As of August 31, 2009 and 2008, there was no deferred revenue.

Note 6 — Deferred Compensation

Effective March 1, 1996, UTIMCO established a tax-sheltered annuity arrangement, which
provides retirement benefits for its employees by contributing to a custodial account
invested in mutnal funds. The employer matches 8.5% of gross compensation on behalf of
an employee. Employees are required to contribute 6.5% of their total gross compensation
to receive the company match. Employer contributions for the periods ended August 31,
2009 and 2008 were §478,096 and $404,671, respectively.

Effective December 1, 2007, UTIMCO adopted a deferred compensation plan under
Internal Revenue Code Section 457(b) (the Plan). The UTIMCO Plan is an unfunded
deferred compensation plan that is established and maintained for a select group of
management employees. Participants are determined by the Administrative Plan Committee.
Participants are permitted to make tax-deferred contributions to the Plan, but until Plan
benefits are paid out, these contributions remain part of UTIMCO’s general assets and can
be used to satisfy claims of the general unsecured creditors of UTIMCO, The assets and
obligations of the Plan are reported on the balance sheets at current values.

Deferred compensation of $402,862 consists of compensation earned by certain UTIMCO

employees under the terms of the UTIMCO Petformance Compensation Plan during the
year ending August 31, 2009 that has been voluntarily deferred until 2011.

12



THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY

Notes to Financial Statements

Note 7 — Lease Expense

Effective September 1, 2005, UTIMCO entered into an eleven year lease for its office space
and parking with a third party. Under the terms of the lease, the lease expense and building
operating expenses for the first 14 months were provided by the new landlord as a lease
incentive, except for specific electricity costs incurred by UTIMCO. The lease expense
incentive is recorded as a deferred rent liability as detailed in Note 8.

UTIMCO began paying lease and operating costs related to UTIMCO’s current lease
effective November 2006. For the periods ended August 31, 2009 and 2008, related
operating expenses wese $517,309 and $525,769, respectively. The net lease expense related
to the lease incentive and amortization of the tenant allowance for the periods ending
August 31, 2009 and 2008 was $348,028 and $349,144, respectively. For the periods ended
August 31, 2009 and 2008, parking expense was §96,847 and $100,007.

The 132 month lease expires August 31, 2016. Commencing November 1, 2006, the
minimum rental commitment was $43,135 per month through December 31, 2007. The
commitment increased to $47,773 per month effective January 1, 2008, with the increase in
rentable space.

The following is a schedule by years of the future minimum lease payments under the lease
term:

Years ending August 31,
2010 § 573,272
2011 573,272
2012 573,272
2013 573,272
2014 573,272
Theteafter _1,146,544
Total $4.012.904

Note 8§ — Deferred Rent

Under the terms of the office lease effective September 1, 2005, the landlord provided
UTIMCO with rent holidays and 2 tenant improvement allowance. The property was placed
in service on November 14, 2005, Additional tenant improvement allowance was provided
in August 2008 in connection with the expansion. UTIMCO has recorded the rent holidays
and tenant improvement aliowances as a deferred rent liability.

As of August 31, 2009 and 2008, the total deferred rent was $1,576,705 and $1,801,948,
respectively. The portion of the deferred rent related to the rent holidays as of August 31,
2009 and 2008 was $384,295 and $439,194, respectively. The remaining portion of the
deferred rent as of August 31, 2009 and 2008, was $1,192,410 and $1,362,754, respectively,
and relates to the tenant improvement allowance. UTIMCO was initially provided an

13



THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY

Notes to Financial Statements

allowance of $1,612,985 to be used and applied towatd the cost of leasehold improvements
in the new space. In August 2008, an additional allowance of $156,074 was provided in
connection with the expansion. The deferred rent is amortized over the term of the lease.

Note 9 ~ Subsequent Event

On November 25, 2009, UTIMCO rebated $5 million back to the UT Investment Punds as
required by the Investment Management Services Agreement between UTIMCO and the
UT System Board of Regents. The rebate was returned to the funds in the amounts detailed
below:

Permanent University Fund $ 2,648,238
The University of Texas Systemn Loag Term Fund 1,393,602
Permanent Health Fund 311,124
The University of Texas System Intermediate Term Fund 647,036

$.5.000.000

14
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Agenda ltem:
Deveiopeti By:
Presented By:
Type of item:

Description:

Discussion:

Recommendation:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
January 26, 2010

Discussion and Appropriate Action Related to Cambridge Contract Renewal

Staff
Zimmerman
Action required by UTIMCO Board

In accordance with the Delegation of Authority, the UTIMCO Board executes the investment
consultant contract. The UTIMCO Board approved retaining Cambridge Associates as its

“investment consultant during its September 22, 2006, board meeting.  This agenda item

renews the contract expiring on November 30, 2009. The renewal contract is for the twelve
month period beginning December 1, 2010.

Cambridge Associates has setved as UTIMCO's consuiltant since its inception in 1996.
Under the terms of the current contract with Cambridge, UTIMCO receives access, via the
Cambridge Associates consulting team and Cambridge Associate’s web site, to proprietary
databases on capital markets, investment managers, and partnerships. UTIMCO also has
access to comparative peer performance data and quarterly and annual surveys of
investment and financial data. Also included in the contract is 24 hours of consulting time, a
varfety of research reports and working papers on investment and financial data, and
attendance at UTIMCO Board meetings.

The prior Cambridge Associates contract was for $119,500 annually. Negotiations on the
new contract are ongoing. Staff will present to the Board the new contract at its meeting.

Staff recommends the approval of the extemal invesiment consultant contract with
Cambridge Associates.

None
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Agenda ltem:

Developed By:

Presented By:.

Type of tem:

Description:

Reference:

Agenda ltem
UTIMCO Board of Directors Meeting
January 26, 2010
UTIMCO Organization Update

Zimmetman

Zimmerman

~ Discussion item

Mr. Zimmerman will provide an update on UTIMCO's first quarter fiscal
year 2010 actual to budget expenses.

UTIMCO QRT 1 FY 2010 Actual v Budgst
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