MINUTES OF MEETING OF THE
AUDIT AND ETHICS COMMITTEE OF
THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY

A meeting of the Audit and Ethics Committee (the "Commtttee ) of The Un:vers;ty of Texas Investment
Management Company {the "Corporation") convenéd in open sess;on on July 5, 2012, 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 Co’ngress,A_v Austin, Texas, said meeling havmg been called by the
Commiltee Chalr, James P. Wilson, with notice provided to each member in accordance with the
Corporation’s Bylaws The audio portlon of the meeting was electronlcaﬂy fecorded. Participating in the
meeting were the following members of the Committee

James P Wilscmf Ghalr

and Chief !nvestment Offi cer, Joan Moetle
Counse! and Chief Compliance Oﬁ'cer, Uz
Senior Manager - Invésiment Reportmg, and ‘other moers, -

Whttney Henry, J. Michael Peppers, Moshmee. Kalamkar, and Roger Starkey of The Umversniy of Texas
System {"UT System"} Adm:mstrat;on, and .ferry Tutner of Andrews Kurth LLP. Mr. Wilson called the
meeting to order at 10:28 a.m. Copzes of materials supportlng the Committee mieeting agenda were
previously furnished fo each Commiltes member,

Approval of Minutes
The first-matter to come before the Committee was the approval of the minutes of the Audit‘and Ethics

Committee meeting held on April 5,2012, Upon motion duly made and seconded, the following resolution
Wwas unanimously adopted by the Committge:

RESQLVED, that the minutes of the Mesting of the Audit and Ethics Committee of
the Board of Directors held on Apnl 5, 2012, b, and are hereby, approved.

Independent Auditor

Mr. Wilson asked Ms, Moeller to present the proposed appomtrnent of -an independent.auditor for the
Corporation. Ms. Moaller reported that Staff recommerided approval by the Commitice of the engagement
of Deloitte & Touche LLP as the Corporation’s mdependent auditor for the fiscal year ending August 31,

2012, Upon motior duly made ahd seconded, the following resolution was unanimously adopted by the
Committes:

RESOLVED, that the fim of Deloitte & Touche LLP be, and is hereby,
engaged as the independent auditor of the Corporation for the year ended
August 31, 2012, siibject to futther approval of the UTIMCO Board.
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UT System Audit Report

nancsa!'reportmg were adequately
nt and functioning as intended, Ms.
Kaiamkar reported ihet a few suggestlons and enhancements & ;recommended 0. Staﬂ" but these
suggestions were not sufficient enough to include in the audit report Mr. Peppers provided the Committee
with an update on the completion of their 2012 audit plan and dsscussed proposed audits for the 2013 audit
plan.

Update on Compliarice, Regortmg aad Audit issues

Mr. Wilson -asked for an update on co"‘

corpliance matters for the fiscal qu:

preclearance of trades and the Con 'S ]

!nvestmeot Poi:oles Compi;ance Repori for the Quarter Ended May 31 2012 the instttutlonai Comphaooe
ded : t

‘1" nee r“"'ortmgjand eudu-:ssues” Ms. Gonzalez reported on the

whose term had
n_ the funds the

Executive Session

Mr. Wilson announced, at 10:47 a.m., that “The Audit-and Ethics Committee of the Board of Directors of
The Unwersdy of Texas Investiment Management Company having been doly convened in Open Session
and notice of this mesting havmg been duly given, 1 here convening of a closed meet;ng as
an Executive Session of the Comittee, for the purpose of deliberating Individual personnel compensation
and evaluation matters related to the General Counsel and Chief Compltance Officer. This Exscutive

Session meeting of the Committee Is authorized by Texas Govemment Code Section 551,074 {Peisonnel

Matters). The date is.July 5, 2012, and the time is now 10:47 a.m.” With the exception-of Mr. Zimmerman
anid Mr. Tuier, all other meeting participants left the meeting at this time.

Open Session

The Committee reconvenad in open session and Mr. Wilson announced that “The Open Session of the
AUdlt and Ethrcs Commlttee of the Board of Dlrectors of The Unlversny of "fexas Investmem Management
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Executive Session, the Committee deliberated individual personnel compensatlon and evalualion matters
related to the General Counsel and Chief Compliance Officer bt no action was taken nor decisions made,
and no vote was called for or had by the Committse in Executive Session."

Mr. Wilson recommended thal the Audit and Ethics Committee and the CEOQ jointly recommend to the
Compensateon Commlltee subject to approval by the UTIMCO Board the Base Sa!ary, Performance

for the 201212013 Flscal Year and Performance Period. By mot:on duly made and seconded the foIlowmg
resolution was unanimously adopted:

WHEREAS, the UTIMCO Board has established & UTIMCO Comipehsation
Program {the “Plan”) for certain employges of the Corporation, and

WHEREAS, Section 4.2(a) of the Plah provides that the Compensation
Committee of the Board of Directors of UTIMCO will determ:ne the base salaries
of key investment and operations employees; and '

WHEREAS, Section 5.3.(a) of the Plan provides that, in order to become a
“Partimpam" in the Pian fora Performance Penod a UT MCO empioyee must he
*UTIMCO Board") as an “Eligile Position” for that Performance Period and (2)
selected by the UTIMCO Board as eligible o participate for that Psrformance
Period; and

WHEREAS, Section 5.4.(a) of the Plan provides that the Compensation
Committee of the Board of Directors of UTIMCO will approve the Performance
Goals for each Participant {other than for the CEO) for each Peﬁormance Period;
and

WHEREAS, Section 5.4.(d) of the Plan provides that, subject o the approval of the
UTIMCO Board, the: Compensat:on Committee will approve {or adjust as it deems
appropriate) the Wetghtmgs of the Performance Goals {entity, asset class, and
individual) for each Participant (other than for the CEO) for each Performance
Period; and

WHEREAS, Section 5.5.(a) of the Plan provides that, subject to the approval of the
UTIMCO Board, the Compensat!on Committee will determme the Incentive Award
Opportunity for each Performance Goal for each Participant in an Eligible Position;
and

WHEREAS, the charter of the Audit and Ethics Committee (the *Committee”)
requires the Commiittes and the CEO to approve the Chief Comphance Officer’s
performance goais and achlevernent of the goals, and to make a ;omt

performance incentive awards for the Chief Comp!aance Officer; and



WHEREAS, the Committee and the CEO have prepared a joint recommendation
regarding the base salary of the General Counsel and Chief Compliance Officer,
and

WHEREAS, subject to the approval of the Compensateon Committée, the
Committee and CEO have reviewed and approve the Performance Goals for the
General Counsel and Chief Compliance Officer for the 20122013 Performance
Period as preserited to the Committee; and

WHEREAS, subject fo approval by the UTiMCO Board, the -Audit and Ethics
Committee and the CEO jointly recommend the position. of General Counsel and
Chief Comipliance Officer as an Eligible Positio d_}'Cecma Gonzalez as a
*Participant’in the Plan for the 20122013 Perfor ance Penod and

WHEREAS, subject 1o the ‘concurrence. of the Com_p 'se.t:on Comiiftee .and
approval by the UTIMCO Board, the Audit and. Ethics mittee. has rewewed
and approves the’ E!zgxble Posntlon, Wetghtlngs.of the, Perfo__, anice Goals, and the
Incentive Award Opportunities for the position of ral Counsel and Chief
Comphance Officer for the 201212013 Performance Pertod as presented to the
Audit and Ethics Committee.

NOW, THEREFORE, be it

RESOLVED, that the Audif and Ethics Committee & proves the hase saiary of the
General Counsel and Chief Compliance Officer as :
the Audit and Ethics Committee and the CEO
Compensatlen Committee the base salary of ‘the
Compliance Officer, effective Septembem 2012; a_

FURTHER RESOLVED, that the Audut and Eth' s Comrittes approves the
Performance Goals of the General Counsel an f Compliance Officef for the
201212013 Performance Period as recommended by the CEO and the Audit and
Ethics Committes and the CEO hereby jointly recommend o the Compensation
Committee the Performance Goals of the General Counsel and Chisf Compliance
Officer; and be'it

FURTHER RESOLVED, that the Audit and Ethics Committee and the CEQ hereby
jo Intly recommend to the Compensetaon Committee that the position of General
Counsel and Chief Compliance Officer be desagnated by the UTIMCO Board asan
“Eligible Position” in the Plan for the 2012f2013 Performance Perlod; and be it

FURTHER RESOLVED, that the Audit and Ethics Commzttee and the CEQ hereby
jointly recommend o the Compensation Committee thal Cecilia Gonzalez be
designated by the UTIMCO Board as a *Participant” in the Plan for the 2012/2013
Performarice Period; and be it

FURTHER RESOLVED, that the Audit and Ethics Committee and the CEQ hereby
jointly recommend fo the Compensation Comnittee that the El|g|bte Position,
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Weightings of Performance Goals, and Incentive Award Oppertumt[es for the
Efigible Position of General Counsel and Chtef Comp!sance Officer for the
2012/2013 Performance Period be approved in the mafiner presented to the
Committee,

Master Custodian

Mr. Wilson asked Ms. Moeller to present | Staff's recommend hon to. :approve BNY Mellon as the Custodian
for the investment assets under the ﬁducsary care of the pard _f -Regents of the UT System Ms, Mogller
explained that Staff established an internal committee 16 p pate in the master custodian review. The
Request for Proposal ("RFP”) was sent to five. global custod BNY Me![on, Staze Street Northern Trust,

Staff's recommendatlon 1 retam BNY-
fiduciary care of the. Board of Re'
required by the UTIMCO | Board and Bo; kege]
Committee Members' questions. By motton duiy made and ‘se
urianimously adopled: ‘ i

_,nded the foliowmg “resolution was

RESOLVED, thet the Comrifiee approves the: selection of "’*k_of Now Yok

d:reets staff to renegotnate or extend the 1 _'|stmg contract wath BNY Melfon as

consideted necessary, subject to approval of the UTIMCO Beard

Unaudited Financial Statements

Mr. Witson asked Ms. Mogller to present'fthe separate unaudated f nanc;al Vstat,emants as of May 31, 2012,
for the Permanent University Fund, The i S eneral Endawment Fund, the
Permanent Health Fund, The Unwers;ty of 2 1 -Lon und, The University of Texas
System Intérmediate Term Fund and the Corperateon "Ms. Mee er-provided highlights of the statements,
with no new ftems or significant changes reported. Mr. Zemmerman answered the Commiltee Members'
questions.

There being no further business to come before the Committee, the meeting was adjourned at 11:09 am.

Secretary: (){)61/ m::'eﬂk

Joa Moeller

Approved; ¢ Date: ¢ =79 2062




James P. Wilson, Chair

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

Management Company



