
UTIMCO BOARD OF DIRECTORS 
MEETING AGENDA

July 21, 2016

UTIMCO
401 Congress Avenue, Suite 2800

Austin, Texas 78701

Dial: (877) 873-8018
Participant Code:  9695257

Time Item # Agenda Item
Begin End

OPEN MEETING:
11:00 a.m. 11:05 a.m. 1 Call to Order of the Meeting/Discussion and Appropriate Action Related to Minutes of 

May 5, 2016 Meeting*

11:05 a.m. 11:10 a.m. 2 Discussion and Appropriate Action Related to Committee Assignments*

11:10 a.m. 11:40 a.m. 3 Endowment and Operating Funds Update 

11:40 a.m. 12:00 p.m. 4 Operations, Accounting and Reporting Overview

12:00 p.m. 12:45 p.m. 5 UTIMCO Organization Update

12:45 p.m. 1:15 p.m. Lunch

1:15 p.m. 1:25 p.m. 6 Report from Audit and Ethics Committee
- Discussion and Appropriate Action Related to Corporate Auditor*

1:25 p.m. 1:35 p.m. 7 Report from Risk Committee

1:35 p.m. 2:00 p.m. 8 Report from Policy Committee
- FY 2017 Investment Policy Recommendations
- Discussion and Appropriate Action Related to the Investment Policy Statements*,**
- Discussion and Appropriate Action Related to the Liquidity Policy*,**
- Discussion and Appropriate Action Related to the Derivative Investment Policy*,**
- Discussion and Appropriate Action Related to the Delegation of Authority Policy*

2:00 p.m. 2:20 p.m. 9 Executive Session
Pursuant to Section 551.074 Texas Government Code, the Board of Directors may 
convene in Executive Session to deliberate individual personnel compensation matters, 
including the CEO and Chief Investment Officer
Reconvene into Open Session
Report from Compensation Committee
- Discussion and Appropriate Action Related to the CEO’s Base Salary for 2016-2017 
Fiscal Year*

2:20 p.m. 2:45 p.m. 10 Discussion and Appropriate Action Related to UTIMCO 2016-2017 Budget*,**

2:45 p.m. Adjourn

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

Next Regularly Scheduled Meeting: October 13, 2016
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RESOLUTION RELATED TO MINUTES

RESOLVED, that the minutes of the Annual Meeting of the Board of Directors held 
on May 5, 2016, be, and are hereby, approved.
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MINUTES OF ANNUAL MEETING 
OF THE BOARD OF DIRECTORS OF

THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY

The Board of Directors (the “Board”) of The University of Texas Investment Management Company (the 
“Corporation”) convened in an open meeting on May 5, 2016, at the offices of the Corporation, Suite 2800, 
401 Congress Avenue, Austin, Texas, said meeting having been called by the Chairman, Jeffery D. 
Hildebrand, with notice provided to each member in accordance with the Bylaws.  The audio portion of the 
meeting was electronically recorded and broadcast over the Internet.  Participating in the meeting were the 
following members of the Board:

Jeffery D. Hildebrand, Chairman
William H. McRaven, Vice President for Policy

Phil Adams
Kyle Bass

R. Steve Hicks
H. Lee S. Hobson

Ray Rothrock

Directors R. Steven Hicks and Ray Rothrock participated by means of conference telephone, enabling all 
persons participating in the meeting to hear each other, thus constituting a majority and quorum of the 
Board. Kyle Bass joined the meeting later as noted in the minutes. Directors Ardon E. Moore and David J. 
Beck did not attend the meeting.  Chairman Hildebrand called the meeting to order at 10:05 a.m.  
Employees of the Corporation attending the meeting were Bruce Zimmerman, CEO and Chief Investment 
Officer; Joan Moeller, Secretary and Treasurer; Christy Wallace, Assistant Secretary; Cecilia Gonzalez, 
Corporate Counsel and Chief Compliance Officer; Mark Warner, Senior Managing Director - Natural 
Resources, Emerging Markets & Lower/Middle Markets; Uzi Yoeli, Managing Director - Risk Management; 
Russ Kampfe, Managing Director - Fixed Income; Ryan Ruebsahm, Managing Director - LCC; Amanda 
Hopper, Senior Director - MCC; Pat Pace, Director - Healthcare & Lower/Middle Markets; Mukund Joshi, 
Senior Associate - Real Estate; Uche Abalogu, Chief Technology Officer; and other staff members.  Other 
attendees were Jim Phillips, Roger Starkey, Allen Hah, Terry Hull, Eric Polonski and Mike Peppers of UT 
System Administration; Keith Brown of the McCombs School of Business at UT Austin; Jerry Turner of 
Andrews Kurth LLP; and Maria Robinson of The Texas A&M University System.  Copies of materials 
supporting the Board meeting agenda were previously furnished to each member of the Board.

Chairman Hildebrand asked Director Adams to introduce the newest member of the Board, Ray Rothrock, 
who was appointed to the Corporation’s Board by the Board of Regents of The Texas A&M University 
System. Director Adams provided background information on Director Rothrock and he and other 
members welcomed him to the Board.

Minutes

The first action item to come before the Board was approval of the minutes of the Board of Directors 
Meetings held on March 2, 2016, and on March 3 and 4, 2016.  Upon motion duly made and seconded, the 
following resolution was unanimously adopted by the Board:
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RESOLVED, that the minutes of the Meetings of the Board of Directors held on 
March 2, 2016 and March 3 and 4, 2016, be, and are hereby, approved.

Corporate Resolutions

Chairman Hildebrand asked for nominations for Chairman of the Board.  Jeffery Hildebrand was nominated 
and Chairman Hildebrand accepted the nomination as Chairman.  He asked to table naming a Vice-
Chairman until a future meeting.  He recommended approval of the corporate resolution designating 
officers for the Corporation.  Upon motion duly made and seconded, the following resolution was 
unanimously adopted by the Board:

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

Name Office or Offices
Jeffery D. Hildebrand Chairman
William H. McRaven Vice-Chairman for Policy 
Bruce Zimmerman Chief Executive Officer and Chief Investment Officer
Joan Moeller Senior Managing Director, Treasurer and Secretary
Mark Warner Senior Managing Director
Ryan Ruebsahm Managing Director
Susan Chen Managing Director
Russ Kampfe Managing Director
Uzi Yoeli Managing Director
Uche Abalogu Chief Technology Officer
Christy Wallace Assistant Secretary

Chairman Hildebrand then recommended approval of new committee assignments.  Upon motion duly 
made and seconded, the following resolution was unanimously adopted by the Board:

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

David J. Beck
Phil Adams
R. Steven Hicks

subject to approval by the Board of Regents of The University of Texas System at 
a future meeting, 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 David J. Beck is hereby designated the Chair of the 
Audit and Ethics Committee and shall preside at its meetings.
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BE IT RESOLVED, that the following Directors of the Corporation are hereby 
designated as the Compensation Committee of the Board of Directors:

H. Lee. S. Hobson
Kyle Bass
Ray Rothrock

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 H. Lee S. Hobson is hereby designated the Chair of 
the Compensation Committee and shall preside at its meetings.

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

Kyle Bass
David J. Beck
H. Lee S. Hobson
Ray Rothrock

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 Kyle Bass is hereby designated the Chair of the Risk 
Committee and shall preside at its meetings.

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

R. Steven Hicks
David J. Beck
Phil Adams
Ray Rothrock

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 R. Steven Hicks is hereby designated the Chair of 
the Policy Committee and shall preside at its meetings.

Endowment and Operating Funds Update

Chairman Hildebrand asked Mr. Zimmerman to present the Corporation’s endowment and operating funds 
update.  Mr. Zimmerman handed out a one page summary that listed actual returns for the period ending 
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February 29, 2016, compared those returns with various benchmarks, and listed the Sharpe and 
Information Ratio for several periods over the past ten years.  He also presented the Corporation’s assets 
under management and performance results as of February 29, 2016.  Mr. Zimmerman reported the 
Corporation had $34.6 billion of assets under management: $17.0 billion in the Permanent University Fund 
(“PUF”), $7.8 billion in the General Endowment Fund (“GEF”), $2.1 billion in the Short Term Fund (“STF”), 
$0.3 billion in Separately Invested Funds, $0.3 billion in the Debt Proceeds Fund, and $7.1 billion in the 
Intermediate Term Fund (“ITF”).  The net performance for the six months ended February 29, 2016, for the 
PUF was -4.31% and for the GEF was -4.37%.  The ITF’s performance was -4.26%. He reported active 
management value add attribution. Mr. Zimmerman then asked Ms. Hopper to provide an update on the 
More Correlated and Constrained (MCC) portfolio. Ms. Hopper provided information on the MCC portfolio 
including global equity, emerging markets, active management, and underperformance risk information 
specifically related to the MCC portfolio.  Mr. Ruebsahm was asked to report on the hedge fund portfolio, 
and he provided returns and value add information for the Less Correlated and Constrained (LCC) portfolio.
Mr. Zimmerman and Investment Staff answered the Directors’ questions. Director Bass joined the meeting 
during the endowment and operating funds update.

Scenario Discussion

Chairman Hildebrand asked Mr. Zimmerman to begin the scenario discussion.  Mr. Zimmerman stated that 
he and Dr. Yoeli would present various scenarios of different portfolios to stress the importance of a correct 
asset mix.  Staff utilizes projections in the construction of strategic asset allocation and ongoing portfolio 
management.  Mr. Zimmerman and Dr. Yoeli discussed probability, severity, onset and duration, all 
dimensions that need to be considered in evaluating the different scenarios, and answered the Directors’
questions.

Educational Program for Board

Chairman Hildebrand asked Mr. Turner to present the Educational Program for UTIMCO Directors to the 
Board.  Mr. Turner provided a handout, Texas Open Meetings Act, to the Board.  He stated that the 
Investment Management Services Agreement between the UT System Board of Regents and the 
Corporation requires the Corporation to provide training and education to members of the Board as may be 
determined in consultation with UT System staff to assure that all duties required of directors under the 
Texas Non-Profit Corporation Act and matters related to the legal and fiduciary responsibilities of the 
Directors, including current regulations for determining reasonable compensation, are outlined and 
discussed fully.  Although Board training is provided during an orientation session for each new member of 
the Board, Mr. Turner’s presentation served as an update and a resource for current Board members.  
Director McRaven left the meeting at this time.  Mr. Turner answered the Directors’ questions.

At approximately 12:13 p.m. the Board recessed for lunch.  

The meeting of the Board reconvened in open session at 12:40 p.m.  

Private Investment Update

Chairman Hildebrand asked Mr. Zimmerman to begin discussion of the Private Investment Strategy 
Update.   Mr. Zimmerman began by providing an executive summary of the private investments portfolio.  
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He discussed private markets performance vs. public markets, desired performance and peer performance. 
Also discussed was expected performance, illiquidity risk capacity, and asset class detail.  Mr. Zimmerman, 
Mr. Warner, Mr. Ruebsahm and Dr. Yoeli answered the Directors’ questions. Mr. Ruebsahm, Mr. Joshi, Mr. 
Prather, Dr. Pace and Mr. Warner presented blended fees by asset class for credit, real estate, natural 
resources, buyout and emerging markets, respectively.  Dr. Yoeli presented the Board a forward-looking 
commitment model for private investments, with Dr. Yoeli and Mr. Zimmerman answering questions from 
the Directors.

Organization Update

Chairman Hildebrand asked Mr. Zimmerman to give an organization update to the Board.  Mr. Zimmerman 
gave an update on the Corporation’s staffing, reported on the 2nd Quarter Corporate budget vs. actual, and 
a recent accounting system upgrade.  Mr. Zimmerman and Ms. Moeller answered the Directors’ questions.

Audit and Ethics Committee Report

Chairman Hildebrand asked Mr. Adams to provide a report on behalf of the Audit and Ethics Committee.   
Mr. Adams reported that the Committee met on April 26, 2016.  At that meeting, the Committee approved 
minutes from their previous meeting, heard an update on compliance for the period ending February 29, 
2016, from Ms. Gonzalez, a brief audit summary from Mr. Peppers of UT System Audit Office, and Ms. 
Moeller presented the separate unaudited financial statements as of February 29, 2016, for the PUF, GEF, 
the Permanent Health Fund, The University of Texas System Long Term Fund, ITF and the Corporation.  
There were no action items related to the Audit and Ethics Committee report.

Risk Committee Report

Chairman Hildebrand asked Mr. Bass to provide a report from the Risk Committee.  Mr. Bass reported that 
the Committee convened on April 26, 2016 and minutes were approved from the previous meeting. He 
stated that the Risk Committee approved 14 new investment mandate categorizations prepared by Staff for 
the period beginning February 1, 2016 and ending April 1, 2016.  The Committee heard a report from Ms. 
Gonzalez on compliance items for the quarter ending February 29, 2016.  There were no action items 
related to the Risk Committee report.

Compensation Committee Report

Chairman Hildebrand asked Mr. Hobson to provide a report on behalf of the Compensation Committee.  Mr. 
Hobson stated that the Committee had met on April 26, 2016, and the Committee approved minutes from 
their previous meeting.  They also discussed and approved the Designation of a new employee in Eligible 
Position as a Participant in the UTIMCO Compensation Program for the Performance Period ending August 
31, 2016, subject to further approval by the Board, and the Qualitative Performance Goals for the new 
Participant in the UTIMCO Compensation Program for the Performance Period ending August 31, 2016.  
The Committee also approved the Compensation Plan Universe for 2015/16 Performance Period as 
determined by UTIMCO staff to be used as the Peer Group in Appendix B of the UTIMCO Compensation 
Program.   Staff recommended no changes to the Peer Group.  Chairman Hildebrand recommended that 
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the Board accept the Compensation Committee’s recommendations. Upon motion duly made and 
seconded, the following resolutions were unanimously adopted by the Board:

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

WHEREAS, the Compensation Committee of the Board has recommended Akil 
Franklin (Mgr., Development) to become a Participant for the 2015/2016 
Performance Period; and

WHEREAS, the UTIMCO Board wishes to select Akil Franklin (Mgr., 
Development) as a Participant for the 2015/2016 Performance Period.

NOW, THEREFORE, be it:

RESOLVED, that, Akil Franklin (Mgr., Development) be designated as a 
“Participant” in the Plan for the 2015/2016 Performance Period, effective as of 
January 25, 2016.

And,

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 to the updated 
Peer Group as defined in the Plan. 

NOW, THEREFORE, be it:

RESOLVED, that the updated and amended Appendix B (UTIMCO Peer Group), a 
copy of which is attached hereto, is hereby adopted and approved as part of the 
Plan to replace the current Appendix B, effective as of September 1, 2015.

Policy Committee Report

Chairman Hildebrand asked Mr. Hicks to provide a report from the Policy Committee.  Mr. Hicks reported 
that the Committee convened on April 26, 2016 and minutes were approved from the previous meeting.  He 
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stated that the Policy Committee discussed and approved proposed amendments to the Delegation of 
Authority Policy, subject to approval by the Board.  As a result of the UT System Audit Office audit of the 
internal controls surrounding the processes of the separately managed accounts, staff proposed changes 
to the Delegation of Authority Policy to clarify staff’s delegated authority with respect to investment of the 
UT System funds. The Committee also discussed and approved proposed amendments to the Short Term 
Fund (“STF”) Investment Policy Statement effective September 1, 2016, subject to further approval by the 
Board and the Board of Regents.  The STF Investment Policy Statement was being amended to 
accommodate changes in the SEC rules governing money market funds effective October 14, 2016. Mr. 
Hicks recommended approval of both resolutions on behalf of the Policy Committee. Upon motion duly
made and seconded, the following resolution was unanimously adopted by the Board:

RESOLVED, that amendments to the Delegation of Authority Policy as presented 
be, and are hereby approved, and that amendments to the Short Term Fund 
Investment Policy Statement, as presented be, and are hereby approved, subject 
to approval by the Board of Regents of The University of Texas System.

There being no further business to come before the Board, the meeting was adjourned at approximately 
2:03 p.m.

Secretary:  __________________________
Joan Moeller

Approved: ____________________________ Date:  _______________
Jeffery D. Hildebrand
Chairman, Board of Directors of
The University of Texas Investment Management Company
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Appendix B

UTIMCO Peer Group

ß Brown University

ß Columbia University

ß Cornell University

ß Dartmouth College

ß Duke University

ß Emory University

ß Harvard University

ß John Hopkins University

ß Massachusetts Institute of
Technology

ß New York University

ß Northwestern University

ß Princeton University

ß Rice University

ß Stanford University

ß UNC Management Company

ß University of California

ß University of Chicago

ß University of Michigan

ß University of Notre Dame

ß University of Pennsylvania

ß University of Southern California

ß University of Virginia Investment Management Company

ß Vanderbilt University

ß Washington University in St. Louis

ß Yale University

Source:  UTIMCO Staff.  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 year ended June 2013, 2014, 2015.
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Agenda Item
UTIMCO Board of Directors Meeting

July 21, 2016

Agenda Item:  Discussion and Appropriate Action Related to Committee Assignments

Developed By: Zimmerman, Gonzalez, Moeller

Presented By: Hildebrand

Type of Item: Action required by UTIMCO Board

Description:  Chairman Hildebrand will propose Board Committee assignments for Ray Nixon.
Director Nixon was appointed to the UTIMCO Board by the Board of Regents of The 
University of Texas System, effective May 12, 2016. 

Recommendation: Chairman Hildebrand will recommend approval of the UTIMCO Board Committee 
assignments for Ray Nixon.

Reference: None
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RESOLUTION RELATED TO 
COMMITTEE ASSIGNMENTS

RESOLVED, that Director Ray Nixon is hereby designated as a member of the Policy, 
Risk and Compensation Committees of the Board of Directors, to serve until the 
expiration of his term, or until his successor have been chosen and qualified, or until 
his death, resignation, or removal.
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UTIMCO Board
Endowment and Operating Funds Update

July 21, 2016
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Performance Summary
Periods Ending May 31, 2016

Fiscal YTD               
Nine 

Months 
Ended 

One                    
Year

Three                    
Years

Five                    
Years

Ten                           
Years

Endowments
Actual Returns -0.10% -2.88% 4.93% 4.80% 5.29%

Policy Portfolio Returns 1.53% -1.64% 4.55% 4.13% 3.74%
Actual vs. Policy -1.63% -1.24% 0.38% 0.67% 1.55%

CPI + 5% 4.56% 6.07% 6.08% 6.29% 6.80%
Actual vs. CPI + 5% -4.65% -8.95% -1.15% -1.49% -1.51%

60% Global Stocks/ 40% Global Bonds 4.42% -0.10% 4.56% 4.55% 4.62%
Actual vs. Global 60/40 -4.52% -2.79% 0.36% 0.24% 0.67%

60% US Stocks/ 40% Bonds 6.47% 2.46% 7.90% 8.47% 6.74%
Actual vs. US 60/40 -6.56% -5.35% -2.97% -3.67% -1.45%

Sharpe Ratio -0.54 0.93 0.85 0.52
Information Ratio -0.49 0.18 0.29 0.64

ITF
Actual Returns 0.18% -3.92% 1.96% 2.48% 4.15%

Policy Portfolio Returns 1.12% -3.11% 1.32% 1.20% 2.26%
Actual vs. Policy -0.94% -0.81% 0.64% 1.28% 1.89%

CPI + 3% 3.06% 4.05% 4.06% 4.27% 4.77%
Actual vs. CPI + 3% -2.88% -7.97% -2.10% -1.79% -0.62%

Cash 0.16% 0.18% 0.10% 0.12% 1.27%
Actual vs. Cash 0.02% -4.10% 1.86% 2.36% 2.88%

Sharpe Ratio -0.65 0.37 0.42 0.49
Information Ratio -0.64 0.52 0.89 1.23

One                    
Year

Three                    
Years

Five                    
Years

Ten                           
Years

Actual Returns -2.60% 4.88% 5.03% 5.30%

Average Return Endowments > Billion $ -2.16% 5.80% 6.13% 5.49%

Actual vs. Average Return Endowments > Billion $ -0.44% -0.92% -1.10% -0.19%

Percentile Rank 54% 71% 75% 49%

Periods Ending March 31, 2016
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UTIMCO Assets Under Management
May 31, 2016

Permanent 
University 

Fund, $17.4

Intermediate 
Term Fund, 

$7.5

Debt Proceeds 
Fund, $0.4

Short Term 
Fund, $1.8

Separately 
Invested 

Assets, $0.2
Long Term Fund,  

$7.2

Permanent Health 
Fund,  $1.0 

$35.5 Billion

General 
Endowment 
Fund, $8.2
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Combined PUF and GEF Exposure
As of May 31, 2016 (in millions)

Asset Group Asset Class

Investment Grade $1,860 7.3% $573 2.2% $0 0.0% $2,433 9.5%
Credit-Related 28 0.1% 1,072 4.2% 953 3.7% 2,053 8.0%

Fixed Income Total 1,888 7.4% 1,645 6.4% 953 3.7% 4,486 17.5%

Real Estate 582 2.3% 0 0.0% 1,638 6.4% 2,220 8.7%
Natural Resources 1,571 6.2% 0 0.0% 2,272 8.9% 3,843 15.1%

Real Assets Total 2,153 8.5% 0 0.0% 3,910 15.3% 6,063 23.8%

Developed Country 3,240 12.5% 4,995 19.5% 2,922 11.4% 11,157 43.4%
Emerging Markets 2,348 9.2% 499 1.9% 1,071 4.2% 3,918 15.3%

Equity Total 5,588 21.7% 5,494 21.4% 3,993 15.6% 15,075 58.7%

$9,629 37.6% $7,139 27.8% $8,856 34.6% $25,624 100.0%
51 48 153

More Correlated and 
Constrained                             
(Long Only)

Less Correlated 
and Constrained                  
(Hedge Funds)

Private       
Investments

Total

Fixed Income

Real Assets

Equity

 Total
Number of Partners 252
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Endowment Dashboard
May 31, 2016

FY2016TD 3-years 5-years 10-years
-0.1% 4.9% 4.8% 5.3%

U.S. Equity Rates Currency
0.623 (0.341) (0.132)

China Hard 
Landing

US Liquidity 
Squeeze

Japan 
Implosion

50% Oil 
Drop

-21.9% -20.7% -16.1% 1.2%

1 stdev 2 stdev
Expected returns -5.1% -18.3%

VIX:

1-year 3-years 10-years

(124) 47 151

($332M) $285M $3,534M

Return/Volatility
(0.54) 0.93 0.52

(0.49) 0.18 0.64IR

Value-Add
bps
$

Sharpe

Downside Volatility

Active Management

Expected 
Returns:

Beta

Underperformance

Market

Scenarios

14.2%

 Full 
Full but 
Lagged Partial None

33% 36% 28% 3%

US Top 10 Top 20 Bonds Stocks
55% 23% 38% 5.0% 4.8%

Endowments 35% 56% 25%

ITF 59% 87%

LCC LCC ex-FI Endowments
Gross 1.82 1.51 1.00

Net 0.24 0.47 1.00

Invested 
Capital ($B)

Realized 
Loss ($M)

Anticipated/
Unrealized 
Loss ($M)

Total Loss     
($M)

Annualized 
Loss (%)

MCC $33.7 $622 - $622 0.32%
LCC 13.2 240 198 438 0.58%
PI 14.5 327 202 529 0.95%
Total $61.4 $1,189 $400 $1,589 0.49%

Transparency

Concentration

Leverage

Permanent Loss of Capital

Manager

90 day 
liquidity

1 year 
liquidity

Illiquidity

Securities (Top 10)

Unfunded 
Commit-

ments
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Underperformance Risk
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Returns

Fund

Fiscal YTD               
Nine Months 

Ended 
One                    
Year

Three                    
Years

Five                    
Years

Ten                           
Years

Permanent University Fund (PUF) -0.10% -2.89% 4.89% 4.76% 5.25%

General Endowment Fund (GEF) -0.08% -2.88% 5.02% 4.88% 5.37%

Intermediate Term Fund (ITF) 0.18% -3.92% 1.96% 2.48% 4.15%

Periods Ending May 31, 2016
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Returns vs Projected Returns

$4.57

$3.89

$0.50

$1.00

$2.00

$4.00

$8.00

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Calendar Year

2 StdDev 1 StdDev Projected Actual Policy Benchmark
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Returns vs. Market

One Three Five Seven Ten Since
Year Years Years Years Years March 31, 1996

UT Endowments -2.88% 4.93% 4.80% 8.75% 5.29% 7.51%
60% US Stocks / 40% Bonds 2.46% 7.90% 8.47% 10.84% 6.74% 7.34%
60% Global Stocks / 40% Bonds -0.10% 4.56% 4.55% 7.61% 4.62% 5.77%
Stocks 1.72% 11.06% 11.67% 14.91% 7.41% 8.04%
Bonds 2.99% 2.91% 3.33% 4.40% 4.97% 5.50%
Bridgewater All Weather -6.24% 0.79% 4.78% 8.24% 5.09% 7.69%
Treasury Bills 0.12% 0.07% 0.07% 0.08% 0.93% 2.22%

 Trailing Annualized Returns Period Ending May 31, 2016 

$448 
Bridgewater 
All Weather 

 $100

 $150

 $200

 $250

 $300

 $350

 $400

 $450

 $500

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

$433
UTIMCO Endowment 

$478
S&P 500 Index

$156
US Treasury Bills

$420
60% US Stocks/40% 

Barclays US Aggregate

$296
Barclays US Aggregate

$311
60% Global Stocks/40% 

Barclays  Aggregate
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Market Performance During FY2016TD

Sensitivity Analysis (beta)

All Equities 0.685

U.S. Equities 0.623

Interest Rates (0.341)

Currencies (0.132)

5.4%

2.8%

4.4%

-6.0%

-0.2%

7.5%
8.1%
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Downside Volatility Utilization of GEF
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Up-Down Capture vs U.S. & World Equities

3.42% 3.44%
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US Equity ACWI UTIMCO

Data from 8/1996 till 5/2016.  US equity had 95 down months and 143 up months; ACWI had 100 down months and 138 up months

US Up Capture = 61%

US Down Capture = 36%

Previous quarter was 61%

Previous quarter was 36%

ACWI Up Capture = 66%

Previous quarter was 66%

ACWI Down Capture = 41%
Previous quarter was 41%
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Active Management Value Add
Periods Ending May 31, 2016  ($ in Millions)

Nine 
Month 
FYTD

One 
Year

Three 
Years

Five 
Years

Ten 
Years

Value Add
Basis Points -161 -124 47 75 151
$ -$423 -$332 $285 $819 $3,534

Return/Volatility
Sharpe Ratio -0.54 0.93 0.85 0.52
Information Ratio -0.49 0.18 0.29 0.64
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Active Management Value Add Attribution
Periods Ending May 31, 2016

Three Month
Nine Month 

FYTD One Year Three Years Five Years
External Manager

MCC 0.24% -0.98% -1.07% 0.45% 0.77%
LCC 0.36% 0.26% 0.62% 0.69% 1.01%
Private Markets -0.31% -0.62% -0.39% -0.29% -0.39%

Total External Manager 0.29% -1.34% -0.84% 0.85% 1.39%

Tactical Allocation:
Gold 0.00% 0.00% 0.00% -0.25% -0.29%
Other -0.41% -0.27% -0.39% -0.07% -0.13%

Total Tactical Allocation -0.41% -0.27% -0.39% -0.32% -0.42%

Insurance Hedges 0.00% 0.00% -0.01% -0.06% -0.22%

Total Value Add -0.12% -1.61% -1.24% 0.47% 0.75%
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Current Tactical Allocation

Underweight Overweight
Net Tactical 

Position
MCC IGFI     –   1.6% 1.6%
LCC 1.0% - (1.0%)
PI Credit     –   0.3% 0.3%

RE
MCC 0.2% - (0.2%)
Privates     –   0.6% 0.6%
TOTAL 0.2% 0.6% 0.4%

Nat Res
MCC-NRE     –   0.1% 0.1%

Commodities 1.7% - (1.7%)
Gold 0.3% - (0.3%)

Privates     –   0.8% 0.8%
TOTAL 2.0% 0.9% (1.1%)

DCE
MCC 1.7% - (1.7%)
Privates     –   1.5% 1.5%
TOTAL 1.7% 1.5% (0.2%)

EM
MCC 0.6% - (0.6%)
Privates     –   0.6% 0.6%
TOTAL 0.6% 0.6% 0.0%

TOTAL 5.5% 5.5% 0.0%
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Value-Add Breakdown for FY2016TD

Cash

Brookfield,
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(13.7%)

ValueAct, (11.2%)
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Value-Add Breakdown for FY2016TD

Brookfield,
(0.4%)

Wellington,
(13.7%)

ValueAct, (11.2%)

Kimberlite, (10.9%) Steadfast, (10.8%) DCE, (1.9%)

MS REITs,
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Hound, (28.9%)

Soroban, (10.8%)
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Variation
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Variation
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Cumulative Value Add
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Returns and Value Add
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• Negative Actual Returns
• Positive Value Add

• Positive Actual Returns
• Positive Value Add

• Negative Actual Returns
• Negative Value Add

• Positive Actual Returns
• Negative Value Add
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Returns and Value Add
Nine Months Ended May 31, 2016

2%, 
$0.6B

6%, 
$1.6B

11%, 
$2.9B

50%, 
$12.7B

17%, 
$4.3B

14%, 
$3.5B
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Total Portfolio
Returns     - 0.1%
Value Add  - 1.6%

Annualized Distribution rate plus inflation (5.58%)
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Returns and Value Add
Nine Months Ended May 31, 2016

MCC Emerging 
Markets Equity

LCC Emerging 
Markets Equity

MCC Real Estate

Private Investment
Real Estate

MCC Natural 
Resources Gold

Venture 
Capital

Private Investment
Emerging 

Markets Equity

MCC Investment 
Grade Fixed Income

Private Investment
Credit Related

MCC Natural 
Resources 

Commodities

LCC Credit Related

LCC Developed 
Country Equity
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Country Equity

LCC Investment 
Grade Fixed Income
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Investment
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MCC Investment Grade Fixed Income

$3.7 Billion

U.S

Global

Global ex-U.S.

Capital Movement (FY16)
Subscriptions

Brandywine 37$          

Colchester 37

Total 74$          

Redemptions

Total 74$          

Net Activity 0$            

Internal
27%

Brandywine
24%

PIMCO
18%Colchester

19%

FIA
12%

Investment Returns
1 Year 3 Years 5 Years 7 Years

Actual Return 2.4% 1.3% 2.5% 4.8%

Benchmark Return 5.3% 1.4% 1.2% 3.1%

Value Add -2.9% -0.1% 1.3% 1.7%

Actual Standard Deviation 5.4% 4.4% 4.3% 4.7%

Benchmark Standard Deviation 4.4% 4.1% 4.2% 4.9%

Sharpe Ratio 0.4 0.3 0.6 1.0

Information Ratio -1.6 -0.1 0.8 1.0

Liquidity
Within 90 days

100%
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MCC Investment Grade Fixed Income

Overview Geographical Exposure
UTIMCO BC Glbl Agg UTIMCO BC Glbl Agg O/U

Total Portfolio Size $3.7B $46T United States 45.0% 30.2% 14.8%
Modified Duration 6.6 6.9 Canada 0.5% 3.5% -3.0%
Yield to Maturity 2.5% 1.3% Europe 24.8% 35.5% -10.7%
Average Agency Rating A1 AA3 Asian-Pac Aggregate 14.9% 27.3% -12.4%

Emerging Markets 14.8% 3.5% 11.3%

Currency Exposure Sector Exposure
UTIMCO BC Glbl Agg O/U UTIMCO BC Glbl Agg O/U

United States Dollar 41.4% 43.8% -2.3% Treasuries & Sovereign 70.5% 66.0% 4.5%
Euro 16.6% 24.1% -7.5% Government Related 4.1% 9.7% -5.6%
Japanese Yen 13.5% 17.7% -4.2% Corporates 21.4% 17.4% 4.1%
UK Pound Sterling 4.0% 5.7% -1.7% Securitized 3.1% 6.9% -3.8%
Emerging Markets 16.1% 2.4% 13.7% Cash & Cash Equivalents 0.8% 0.0% 0.8%
Other 8.2% 6.2% 2.0%

As of 5/31/2016
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MCC (Long Only) – Real Estate

$776 Million(1)

Liquidity

Within 90 days

100%

(1) Includes Endowments and ITF

Morgan 
Stanley 

34%

Brookfield 
Wells
14%

Northwood
22%

CeGeREAL 
REIT
4%

Brookfield
13%

Cohen & 
Steers
13%

1 Year 3 Years 5 Years 7 Years

Actual Return (Ex Hedges) -7.0% 1.8% 3.4% 10.6%

Benchmark Return 3.4% 5.8% 6.5% 13.0%

Value Add -10.3% -4.0% -3.1% -2.4%

Actual Standard Deviation 16.5% 12.1% 15.9% 16.3%

Benchmark Standard Deviation 15.1% 12.2% 15.2% 15.7%

Sharpe Ratio -0.5 0.1 0.2 0.6
Information Ratio -3.0 -1.2 -0.9 -0.8

Investment Returns

NAV, Investment Returns, and Capital Movement as of May 31, 2016

Subscriptions
CeGeREAL REIT 29$     
Total 29$     

Redemptions
Total 30$     

Net Activity (1)$      

Capital Movement (FY16)
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MCC (Long Only) - Natural Resources

$1.9 Billion(1)

(1) Includes Endowments and ITF

NAV, Investment Returns, and Capital Movement as of May 31, 2016

Public Equities
52%

Commodities
13%

Gold
35%

Investment Returns
1 Year 3 Years 5 Years 7 Years

Public Equities ($1,027 million)

Actual Return -20.8% -11.2% -10.0% -0.7%

Benchmark -14.8% -6.7% -6.5% 0.4%

Value Add -6.0% -4.5% -3.4% -1.1%

Actual Standard Deviation 33.5% 25.5% 25.3% 24.4%

Benchmark Standard Deviation 24.6% 19.7% 20.3% 20.3%

Sharpe Ratio -0.7 -0.6 -0.5 -0.2

Information Ratio -0.5 -0.5 -0.4 -0.1

Commodities ($259 million)

Actual Return -24.0% -16.8% -14.1% -5.8%

Benchmark -15.3% -13.2% -12.5% -5.2%

Value Add -8.7% -3.7% -1.7% -0.5%

Actual Standard Deviation 18.5% 15.2% 15.0% 15.3%

Benchmark Standard Deviation 16.2% 13.7% 14.9% 15.2%

Sharpe Ratio -1.5 -1.3 -1.1 -0.6

Information Ratio -1.7 -0.9 -0.5 -0.2

Gold ($681 million)

Actual Return 2.2% -4.1% -4.4%

Subscriptions
TPH Asset Management 200$   
Blackrock Metals & Mining 130
Total 330$   

Redemptions
Total 394$   

Net Activity (64)$    

Capital Movement (FY16)
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MCC Public Equity – Developed Markets

$3.9 Billion

U.S

Global

Non-US

ValueAct
18%

Stelliam
14% Ashe

4% Hound
3%

Viking 13%

Eminence 10%

Maverick
6%Cantillon

5%
IVA 2%

Indus
9%

Silchester
8%

AKO 6%

Albert Bridge 3%

Passive 
Europe

1%

Investment Returns
1 Year 3 Years 5 Years 7 Years

Actual Return -8.8% 7.8% 9.3% 13.3%

Benchmark Return -4.0% 6.5% 6.5% 10.4%

Value Add -4.9% 1.3% 2.8% 2.9%

Actual Standard Deviation 14.5% 11.1% 12.1% 12.7%

Benchmark Standard Deviation 15.4% 11.8% 13.2% 14.1%

Sharpe Ratio -0.6 0.7 0.8 1.0

Information Ratio -1.4 0.4 0.8 0.8

Within 90 days Within One Year

83% 94%

Liquidity

Capital Movement (FY16)
Subscriptions

Albert Bridge 125$       

Maverick 100

Stelliam 50

Hound 50

Ashe 25

Total 350$       

Redemptions

Total 468$       

Net Activity (118)$      
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MCC Public Equity – Emerging Markets

$2.8 Billion

Asia

Global EM

Other EM

Hillhouse
24%

Tybourne 6%

Petra 6%

Saga Tree 5%

HDFC 5%

Albizia 4%

Proa 3%

NSR 2%
Samsung 2%

Serenity 1%Acadian
8%

Westwood
7%

Carrhae
4%

Dynamo
6%

Squadra
5%

Duet MENA
4%

Prosperity 3%

Kimberlite 3%

AM Capital 3%

Investment Returns
1 Year 3 Years 5 Years 7 Years

Actual Return -13.7% 0.5% 0.0% 6.6%

Benchmark Return -17.6% -4.9% -4.8% 3.0%

Value Add 3.9% 5.5% 4.8% 3.6%

Actual Standard Deviation 18.1% 14.6% 16.2% 16.5%

Benchmark Standard Deviation 21.5% 16.7% 18.8% 18.9%

Sharpe Ratio -0.8 0.0 0.0 0.4

Information Ratio 0.6 1.0 1.0 0.8

Within 90 days Within One Year

54% 98%

Liquidity

Capital Movement (FY16)
Subscriptions

Duet MENA 100$       

Westwood 85

Tybourne 50

Squadra 40

Kimberlite 30

Serenity 25

Dynamo 17

Total 347$       

Redemptions

Total 387$       

Net Activity (40)$        
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Less Correlated & Constrained

$10.6 Billion

Concentration
Top 10 42%

Top 20 69%

Top 30 88%

Liquidity
90 days 1 year

19% 70%

LCC Portfolio Characteristics
1 Year 3 Year 5 Year 7 Year

LCC Return -4.3% 3.8% 5.0% 7.4%

Benchmark Return -6.2% 1.6% 1.5% 2.9%

Value Add 2.0% 2.2% 3.5% 4.5%

LCC Volatility 5.9% 5.1% 5.0% 4.8%

Benchmark Volatility 4.4% 4.0% 4.2% 4.2%

Sharpe Ratio -0.8 0.7 1.0 1.5

Information Ratio 1.0 1.1 1.9 2.5

As of 5/31/2016 - Statistics for periods longer than a year are annualized.

Global 
Long/Short

40%

Multi-
Strategy / 

Event-Driven
25%

Sector 
Focused 

Long/Short
10%

Credit
10%

EM
7%

Macro / 
Relative Value

8%

(17)

(10)

(6)

(6)

(4)

(3)

Look-Thru Leverage
% of Capital Gross Net

Core Strategies 94% 151% 47%

FI & FX 6% 663% -329%

Total LCC 100% 182% 24%

FYTD Capital Activity
Subscriptions

Key Square $250

Kintbury 175

Hound 140

Steadfast 75

Two Creeks 75

Junto 65

Owl Creek Credit 57

Route One 50

Kingstown 50

12 West 50

Other (9) 190

Total $1,177

Redemptions

Total $1,298

Net Activity ($121)
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Private Investments - Credit

$952 Million

Opportunistic
59%

Control
33%

Trading
5%

Other
3%

(1) Cambridge Associates - Distressed Securities

NAV, Investment Returns, and Capital Movement as of May 31,2016

Calls

Total 133$  

Distributions

Total 178$  

Net Activity (45)$   

Capital Movement (FY16)

1 Year 3 Years 5 Years 7 Years

Actual Return 5.8% 9.3% 10.0% 15.1%

General Benchmark 8.8% 13.3% 12.9% 13.2%

Value Add -3.0% -4.1% -2.9% 1.8%

Specific Benchmark(1) -0.4% 6.7% 8.2% 12.1%

Value Add 6.1% 2.6% 1.8% 3.0%

Investment Returns
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Private Investments – Real Estate

$1.6 Billion

Global, 
36%

U.S., 48%

Europe, 
12%

Asia, 
3.3%

LatAm, 
0.8%

(1) Cambridge Associates – Total Real Estate

NAV, Investment Returns, and Capital Movement as of May 31, 2016

Calls

Total 482$  

Distributions

Total 232$  

Net Activity 250$  

Capital Movement (FY16)

Investment Returns

1 Year 3 Years 5 Years 7 Years

Actual Return 15.7% 18.6% 11.5% 8.9%

General Benchmark 8.8% 13.3% 12.9% 13.2%

Value Add 7.0% 5.3% -1.5% -4.4%

Specific Benchmark(1) 12.8% 14.0% 11.7% 10.4%

Value Add 2.9% 4.6% -0.2% -1.6%
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Private Investments - Natural Resources

$2.3 Billion

(1) Cambridge Associates Natural Resources Private Equity Index

Agriculture
16%

Metals & 
Mining

12%

Infrastructure
20%

Energy 
Midstream

7%

Energy 
Upstream

33%

Energy 
Service

12%

NAV, Investment Returns, and Capital Movement as of May 31, 2016

$ in millions Net Asset Value Unfunded

Energy
NAM Upstream $324 $339
Other Upstream 437 183
Midstream 161 221
Energy Service 269 270

Total Energy 1,191 1,012

Mining 264 249

Agriculture 359 335

Infrastructure 453 447

Total $2,267 $2,043

Calls
Total 496$   

Distributions
Total 129$   

Net Activity 367$   

Capital Movement (FY16)

1 Year 3 Years 5 Years 7 Years

General Benchmark 8.8% 13.3% 12.9% 13.2%

Value Add -10.6% -7.2% -0.4% 2.0%

Specific Benchmark (1) -16.0% -6.8% -1.6% 3.3%

Value Add 14.2% 12.9% 14.2% 11.9%

Investment Returns

Actual Return -1.8% 6.1% 12.5% 15.3%
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VC - Technology
51%

VC - Life Sciences
8%

VC - Diversified
41%

Private Investments – Venture Capital

$1.6 Billion

(1) Cambridge Associates - Global VC

NAV, Investment Returns, and Capital Movement as of May 31,2016

Calls

Total 164$  

Distributions

Total 202$  

Net Activity (38)$   

Capital Movement (FY16)

1 Year 3 Years 5 Years 7 Years

Actual Return 5.0% 25.1% 19.1% 23.6%

General Benchmark 8.8% 13.3% 12.9% 13.2%

Value Add -3.8% 11.8% 6.2% 10.3%

Specific Benchmark(1) 2.1% 19.2% 14.2% 14.8%

Value Add 2.9% 5.9% 4.9% 8.8%

Investment Returns
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Private Investments – Private Equity

$1.4 Billion

Small Buyout
48%

MM Buyout
12%

Mega 
Buyout

10%

Opportunistic
21%

Growth
9%

NAV, Investment Returns, and Capital Movement as of May 31,2016

(1) Cambridge Associates - Global PE & Growth

Calls

Total 99$    

Distributions

Total 282$  

Net Activity (183)$

Capital Movement (FY16)

1 Year 3 Years 5 Years 7 Years

Actual Return 12.2% 12.3% 11.8% 12.2%

General Benchmark 8.8% 13.3% 12.9% 13.2%

Value Add 3.4% -1.0% -1.1% -1.0%

Specific Benchmark(1) 2.0% 10.9% 9.9% 13.7%

Value Add 10.2% 1.4% 1.9% -1.5%

Investment Returns
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Private Investments - Emerging Markets

(1) Cambridge Associates Emerging Markets Private Equity Index

Asia
73%

Latin 
America

4%
Emerging 

Europe
7%

Africa
15%

Global
1%

NAV, Investment Returns, and Capital Movement as of May 31, 2016

$1.1 Billion
1 Year 3 Years 5 Years 7 Years

General Benchmark 8.8% 13.3% 12.9% 13.2%

Value Add -1.4% -9.3% -10.8% -6.0%

Specific Benchmark (1) 6.6% 15.4% 10.1% 15.0%

Value Add 0.8% -11.3% -8.0% -7.8%

Investment Returns

Actual Return 7.4% 4.0% 2.1% 7.3%

Calls
Total 147$   

Distributions
Total 48$     

Net Activity 99$     

Capital Movement (FY16)
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Transparency Summary

Fixed 
Income

MCC
Real 

Assets Equities TOTAL LCC Privates TOTAL

Full & Timely 100% 97% 74% 84% 33%

Full but lagged 8% 5% 99% 36%

Partial 3% 11% 7% 95% 28%

No Transparency 7% 4% 5% 1% 3%
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Geographic Exposure
As of December 31, 2015

North 
America, 58%

Western 
Europe, 14%

Emerging East 
Asia, 11%

Developed 
Asia & Pacific, 

6.3%

Latin America 
& Caribbean, 

4.0%2.4%
1.3%

1.7%

1.1%

TOTAL Endowment

Developed Asia & Pacific Latin America & Caribbean South Asia Europe & Central Asia Sub-Saharan Africa Middle East & North Africa

North 
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Asia, 19%
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America & 
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8.0%South Asia, 
3.4%
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7.1%

2.2%

3.7%

GDP

North 
America, 

44%

Western 
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15%

Emerging 
East Asia, 

18%

9.5%

5.7%
3%

1.8%1.8%1.6%

MCC

North 
America, 

63%

Western 
Europe, 

16%

Emerging 
East Asia, 

7%

Developed 
Asia & 

Pacific, 7%

3.4%
1.4%

0.8%
0.1%

0.6%

LCC

North 
America, 40%

Western 
Europe, 20%

Emerging East 
Asia, 20%

Developed 
Asia & Pacific, 

11%

2.5%2.5%1.4%

0.7%
1.9%

Global Mkt Cap

North 
America, 

67%

Western 
Europe, 

11%

Emerging 
East Asia, 

8.1%

2.0%

2.9%

3.0%
1.2%

3.1%

1.1%

PI
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Largest Country Exposures
As of December 31, 2015

MCC LCC PI TOTAL GDP
Global Mkt

Cap

1) United States 41.8% 61.7% 62.8% 55.2% 22.5% 37.2%

2) China 7.2% 5.2% 5.0% 5.8% 13.4% 8.7%

3) Japan 6.5% 5.9% 0.3% 4.2% 5.9% 8.0%

4) United Kingdom 4.7% 2.4% 5.1% 4.1% 3.8% 5.4%

5) Canada 1.7% 1.1% 3.8% 2.3% 2.3% 2.7%

6) India 2.6% 1.4% 2.6% 2.2% 2.7% 2.4%

7) Brazil 2.9% 1.0% 1.9% 2.0% 3.0% 0.7%

8) South Korea 3.9% 1.1% 0.0% 1.7% 1.8% 2.0%

9) Australia 1.1% 1.3% 1.1% 1.2% 1.9% 1.7%

10) Hong Kong 1.8% 0.7% 0.9% 1.2% 0.4% 6.0%

11) France 2.1% 0.5% 0.6% 1.1% 3.6% 3.1%

12) Mexico 2.2% 0.4% 0.0% 0.9% 1.7% 0.6%

13) Germany 0.4% 0.7% 1.1% 0.7% 5.0% 2.9%

14) Spain 0.9% 0.0% 1.1% 0.7% 1.8% 1.0%

15) Switzerland 1.3% 0.3% 0.1% 0.6% 0.9% 2.4%

16) Indonesia 0.8% 0.0% 0.9% 0.6% 1.1% 0.6%

17) Rep of Congo 0.0% 0.0% 1.7% 0.6% 0.0% 0.0%

18) Singapore 0.9% 0.1% 0.5% 0.5% 0.4% 0.7%

19) Netherlands 0.6% 0.0% 0.8% 0.5% 1.1% 0.7%

20) Thailand 0.7% 0.0% 0.8% 0.5% 0.5% 0.6%

21) Italy 0.7% 0.3% 0.3% 0.5% 2.8% 0.9%

22) Russia 0.8% 0.2% 0.3% 0.4% 2.4% 0.6%
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Sector Exposure – b adjusted
As of December 31, 2015

Endowments, excluding Fixed Income and NR commodities

Information 
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Concentration Analysis
As of December 31, 2015

Carrhae

Stelliam

ValueAct

Brandywine
Colchester

FIA

PIMCO

Eop

TPH

GRT

Maverick

Eminence

Indus

Perry

Steadfast

BlueRidgeSoroban

Viking
FarallonBaupost

OZ
Bridgewater

PostOak

Tembo

Wingate

Emerald Hill

Foundry

Hillhouse
Centerbridge

Fortress

0%

10%

20%

30%

40%

50%

60%

0.0% 0.5% 1.0% 1.5% 2.0% 2.5% 3.0%

Pe
rc

en
t 

U
TI

M
CO

's
 In

ve
st

m
en

t 
is

 o
f M

an
ag

er
's

 A
U

M
 in

 fu
nd

s/
st

ra
te

gi
es

Percent of UTIMCO's AUM Invested with Manager

MCC

LCC

PI post 2010

PI pre 2010

56



45

Position Level Concentration
Top Ten Fixed Income and Equity

Fixed Income $ (M) % of 
AUM

U.S. Government $465 1.40%

Japanese Sovereign 270 0.82%

Mexican Sovereign 212 0.64%

Australian Sovereign 156 0.47%

New Zealand Sovereign 133 0.40%

UK Sovereign 126 0.38%

Malaysian Sovereign 87 0.26%

Brazilian Sovereign 80 0.24%

South African Sovereign 60 0.18%

Norwegian Sovereign 59 0.18%

TOTAL $1,648 4.97%

Equity $ (M) % of 
AUM

Autodesk $213 0.64%

Google (Alphabet) 203 0.61%

Microsoft 202 0.61%

Private consumer 
company 185 0.56%

Facebook 154 0.46%

Amazon 146 0.44%

Allergan PLC 132 0.40%

JD.com 132 0.40%

Time Warner Cable 125 0.38%

Private resource company 112 0.34%

TOTAL $1,601 4.83%
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Endowment Fund Liquidity
As of May 31, 2016 

Three Month Liquidity 9,194$      million One Year Liquidity 14,379$ million

20%
25%
30%
35%
40%
45%
50%
55%
60%
65%
70%
75%
80%

%
 o

f P
or

tfo
li

o 
Ill

iq
ui

d 
  

Actual Illiquidity vs. Trigger Zones

Maximum Actual Minimum 1 Year

25.4%

0%

5%

10%

15%

20%

25%

30%

M
ay

-1
1

A
ug

-1
1

N
ov

-1
1

Fe
b-

12

M
ay

-1
2

A
ug

-1
2

N
ov

-1
2

Fe
b-

13

M
ay

-1
3

A
ug

-1
3

N
ov

-1
3

Fe
b-

14

M
ay

-1
4

A
ug

-1
4

N
ov

-1
4

Fe
b-

15

M
ay

-1
5

A
ug

-1
5

N
ov

-1
5

Fe
b-

16

M
ay

-1
6

U
nf

un
de

d 
Co

m
m

itm
en

ts
 

as
 a

 %
 o

f T
ot

al
 E

nd
ow

m
en

t A
ss

et
s

Unfunded Commitments

59



48

Private Investments Portfolio Rollforward
Nine Months Ended May 31, 2016

$ in millions NAV Unfunded # Funds Calls Distributions

Change in 

Valuation

% 

Return # Funds $ Committed NAV Unfunded

Credit-Related Fixed Income $958 $371 39 $133 $178 $39 4.2% 0 $25 $952 $359

Real Estate 1,261 1,487 55 482 232 127 8.7% 5 319 1,638 1,343

Natural Resources 1,911 1,971 70 496 129 (5) -0.9% 12 576 2,273 2,044

    Venture 1,329 588 60 164 202 (140) -10.8% 6 209 1,151 635

    Other Developed Country Equity 1,863 1,012 94 99 282 91 4.7% 3 100 1,771 1,021

Total Developed Country Equity 3,192 1,600 154 263 484 (49) -1.9% 9 309 2,922 1,656

Emerging Markets Equity 959 703 31 147 48 13 1.2% 6 265 1,071 775

TOTAL $8,281 $6,132 349 $1,521 $1,071 $125 1.3% 32 $1,494 $8,856 $6,177

% of Endowment (PUF+ GEF) 32% 24% 35% 24%

Beg FY 9/1/15 FY'16 New Commitments End 5/31/16
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Co-Investment Pipeline and Portfolio

Private Investments

MCC LCC Real Estate Natural Resources Private Markets Total

FY 2016 # $ # $ # $ # $ # $ # $

Pipeline:

Reviewed 4 $190 4 $225 13 $361 106 $2,723 13 $169 140 $3,668
Interest 2 90 3 200 7 166 30 823 7 103 49 1382
Committed 2 90 0 0 2 31 4 138 3 17 11 276

In Process 0 0 0 0 0 0 16 400 2 14 18 414

Since Inception # $ # $ # $ # $ # $ # $

Pipeline:

Reviewed 9 $440 12 $725 50 $1,072 219 $5,809 51 $1,104 341 $9,150
Interest 3 140 8 550 28 569 78 2,209 24 573 141 4,041
Committed 3 140 1 75 15 214 26 771 15 216 60 1,416

In Process 0 0 0 0 0 0 16 400 2 14 18 414

Portfolio Returns (Since Inception):

Invested 3 $136 1 $75 15 $184 26 $560 15 $209 60 $1,163
Realized Proceeds 0 0 1 38 6 44 2 166 4 44 13 292
NAV 156 51 195 614 272 1,288
Multiple 1.15x 1.18x 1.30x 1.39x 1.52x 1.36x
IRR 15% * 10% 12% 24% 17% 19%

* Return not annualized as holding period is less than one year.
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Non-Insurance Related Internal Derivatives
As of May 31, 2016 (in millions)

 Net Notional 
Value  

Activity from 
previous report 

(2/29/2016)

Manager Derivative Strategy  ($ millions)  ($ millions) 

Developed Country Equity

EuroStoxx 50 Futures Purchased futures to gain exposure to European markets.                       44                               44 

Developed Country FX hedges Sale of Euro forw ards to hedge the currency exposure in the MCC accounts                     (45)                             (45)

Japan Forw ards
Sale of Japanese Yen forw ards to hedge the currency exposure in the MCC 
accounts

                  (145)                             174 

Emerging Markets Equity

Hillhouse QFII FX hedges
China Forw ards: Sale of Chinese Yuan forw ards to hedge the currency exposure 
in the MCC accounts                   (172)

                          (172)

Hillhouse QFII FX hedges
China Forw ards: Sale of Chinese Yuan forw ards to hedge the currency exposure 
in the MCC accounts

                  (248)                               (1)
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External Manager Agency Account Derivatives
As of May 31, 2016 (in millions)

 Net Notional 
Value  

Manager Derivative Strategy  ($ millions) 
Investment Grade Fixed Income

Brandyw ine Currency forw ards used to hedge foreign currency exposure                     204 

Colchester Currency forw ards used to hedge foreign currency exposure                       16 

First International Advisors Currency forw ards used to hedge foreign currency exposure                       87 

PIMCO Global Bonds Currency forw ards used to underw eight the US dollar                       45 

Long US and Non-US futures used to overw eight duration in Eurozone                     255 
Long futures used to overw eight front end of US and UK yield curves                     (33)

Receive Interest rate sw aps used to overw eight duration in the Eurozone and 
underw eight intermediate portion of the Japanese yield curve                     332 

Pay Interest rate sw aps used to overw eight duration in the Eurozone and 
underw eight intermediate portion of the Japanese yield curve                   (467)

Interest rate sw aps used to overw eight front end of US and UK yield curves                       72 

Short/Written credit default sw aps used to overw eight credit risk                     237 

Long/Purchased credit default sw aps used to underw eight credit risk                     (40)

Written options used to increase portfolio yield                     (69)

Purchased options used to increase portfolio yield                       13 

Natural Resources

Wellington Commodities SPV Exchange-traded commodity futures, options and/or sw aps                     283 

Developed Equity
Albert Bridge Currency forw ard contracts for hedging purposes.                     (51)

Contracts for Differences to gain eff icient access to certain European markets.                       50 

Cantillon
Currency forw ard contracts for hedging purposes or to provide eff icient 
investment exposure.                     (22)

Eminence
Currency forw ard contracts for hedging purposes or to provide eff icient 
investment exposure.                     (88)

International Value Advisors
Currency forw ard contracts for hedging purposes or to provide eff icient 
investment exposure.                       (4)

Non-US Emerging Equity

Dynamo
 Written covered call and put options to increase portfolio income and purchased 
put options to hedge portfolio                       33 

Saga Tree
Currency forw ard contracts for hedging purposes or to provide eff icient 
investment exposure.                     (63)
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OTC Derivative Counterparty Report
As of May 31, 2016 (in millions)

Counterparty
S & P / Moody 
Counterparty 

Rating

 Mark-to-
Market 

Owed by 
Broker 

 Mark-to-
Market 

Owed by 
UTIMCO 

 Total Mark-
to-Market 

(Held)/Posted 
Collateral 

 Total Mark-
to-Market 

net of 
Collateral 

Percentage 
of Total 
Funds

BANK OF AMERICA A-  $             51.1  $           (46.5)  $               4.6  $              (1.1)  $               3.5 0.01%

CITIBANK NY A                 32.9               (34.8)                  (1.9)                   0.2                  (1.7) -0.01%

GOLDMAN SACHS A-                 29.0               (32.9)                  (3.9)                   3.0                  (0.9) 0.00%

BNP PARIBAS A                 11.2               (11.0)                   0.2                     -                     0.2 0.00%

CITIBANK NA, LONDON A                   9.7                 (3.4)                   6.3                     -                     6.3 0.02%

MACQUARIE BANK LTD, SYDNEY A-                   6.3                 (6.9)                  (0.6)                     -                    (0.6) 0.00%

BARCLAYS A-                   5.5                 (4.7)                   0.8                     -                     0.8 0.00%

HSBC BK USA, NEW YORK A                   4.2                 (4.0)                   0.2                   1.0                   1.2 0.00%

UBS A G, ZURICH A-                   2.9                    -                     2.9                     -                     2.9 0.01%

BANK OF NEW YORK A                   2.8                 (7.3)                  (4.5)                     -                    (4.5) -0.01%

MERRILL LYNCH A-                   2.2                 (0.7)                   1.5                     -                     1.5 0.00%

MORGAN STANLEY A-                   1.0                 (0.2)                   0.8                   0.2                   1.0 0.00%

J P MORGAN, CHASE A-                   0.4                 (0.5)                  (0.1)                     -                    (0.1) 0.00%

STANDARD & CHARTERED BK, LONDON A-                   0.3                 (0.1)                   0.2                  (0.4)                  (0.2) 0.00%

MERRILL LYNCH PIERCE FENNER SMITH INC NY A                   0.2                    -                     0.2                     -                     0.2 0.00%

UBS AG, STAMFORD A-                   0.1                 (0.2)                  (0.1)                     -                    (0.1) 0.00%

MELLON BANK A                   0.1                 (0.1)                     -                       -                       -   0.00%

CS FIRST BOSTON GBL FOREIGN EXCH A-                   0.1                    -                     0.1                     -                     0.1 0.00%

CHASE MANHATTAN A-                    -                   (0.1)                  (0.1)                     -                    (0.1) 0.00%

SOCIETE GENERALE, PARIS A                    -                   (0.1)                  (0.1)                     -                    (0.1) 0.00%

AUSTRALIA & NZ BANK LTD AA-                    -                      -                       -                       -                       -   0.00%

TORONTO DOMINION BANK AA-                    -                      -                       -                       -                       -   0.00%

CREDIT SUISSE FIRST A-                    -                      -                       -                     0.7                   0.7 0.00%

ROYAL BANK OF SCOTLAND PLC A-                    -                      -                       -                       -                       -   0.00%

NOMURA GLOBAL FINANCIAL, NEW YORK A-                    -                      -                       -                       -                       -   0.00%

SOCIETE GENERALE, NEW YORK A                    -                      -                       -                       -                       -   0.00%

UNION BANK SWITZERLAND SECS, LONDON A+                    -                   (2.8)                  (2.8)                     -                    (2.8) -0.01%

Grand Total  $           160.0  $         (156.3)  $               3.7  $               3.6  $               7.3 0.01%

$ millions
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Permanent Loss of Capital
As of December 31, 2015

Total 
Investments 

Made

Total Dollars 
Invested               

(in Billions)

Investments 
Made 

Generating 
Losses

Dollars Invested 
in Those 

Generating 
Losses                          

(in Billions)

Realized 
Losses (in 
Millions)

Unrealized 
Losses                

(in Millions)
Total Losses               
(in Millions)

Annualized 
Total Losses as 
Percentage of 

Invested Capital
Cumulative through August 31, 2015
More Correlated and Constrained 154 $33.8 31 $7.0 -$978 $0 -$978 0.53%
Less Correlated and Constrained 107 13.5 22 1.6 -$240 -$219 -$459 0.53%
Private Investments 462 15.3 99 1.9 -$319 -221 -540 0.97%
Total 723 $62.6 152 $10.5 -$1,537 -$440 -$1,977 0.61%
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Endowment Returns and Ratios
Periods Ending May 31, 2016

Endowments
Net Asset 

Value                    
(in millions) 1 year

vs. 
Bench 3 year vs. Bench 5 year

vs. 
Bench 10 year

vs. 
Bench

Standard 
Deviation

Sharpe 
Ratio

Info 
Ratio

Standard 
Deviation

Sharpe 
Ratio

Info 
Ratio

Standard 
Deviation

Sharpe 
Ratio

Info 
Ratio

Standard 
Deviation

Sharpe 
Ratio

Info 
Ratio

More Correlated and Constrained
Fixed Income
  Investment Grade 1,860$        0.18% -5.14% -0.22% -1.63% 0.89% -0.31% 3.21% -0.81% 3.98% 0.01 (4.03) 3.28% (0.09) (0.95) 3.64% 0.22 (0.18) 4.78% 0.45 (0.35)
  Credit Related 28 3.73% 2.07% 4.03% 1.00% 7.75% 2.38% N/A N/A 8.63% 0.41 0.60 8.39% 0.47 0.23 9.05% 0.85 0.53 N/A N/A N/A
Real Assets
  Real Estate 582 -6.97% -10.36% 1.75% -4.07% 3.38% -3.14% 3.02% -0.18% 16.49% (0.43) (2.92) 12.06% 0.14 (1.16) 15.86% 0.21 (0.94) 22.26% 0.09 (0.06)
  Natural Resources 1,027 -20.22% -5.55% -13.19% -3.43% -11.54% -2.21% -5.04% -0.84% 28.42% (0.72) (0.54) 20.77% (0.64) (0.49) 19.96% (0.58) (0.39) 22.38% (0.27) (0.16)

Equity
  Developed Markets 3,240 -8.96% -4.99% 7.77% 1.30% 9.27% 2.74% 5.61% 1.30% 14.54% (0.63) (1.38) 11.15% 0.69 0.35 12.15% 0.76 0.75 15.39% 0.30 0.35
  Emerging Markets 2,348 -12.83% 4.80% 0.62% 5.57% 0.00% 4.83% 4.13% 1.02% 17.93% (0.72) 0.79 14.78% 0.04 1.06 16.34% (0.01) 1.00 21.66% 0.14 0.22

MCC subtotal 9,085 -9.74% -3.62% 1.31% 0.74% 1.98% 1.46% N/A N/A 12.91% (0.77) (1.22) 9.84% 0.13 0.28 10.85% 0.18 0.52 N/A N/A N/A

Less Correlated and Constrained
Fixed Income
  Investment Grade 573 -10.33% -4.08% -1.41% -3.01% 1.82% 0.34% N/A N/A 9.18% (1.14) (0.53) 7.37% (0.20) (0.50) 6.81% 0.26 0.05 N/A N/A N/A
  Credit Related 1,072 -1.95% 4.29% 3.29% 1.69% 5.76% 4.28% N/A N/A 5.53% (0.38) 1.22 4.37% 0.74 0.52 4.63% 1.23 1.43 N/A N/A N/A

Real Assets
  Real Estate - N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
  Natural Resources - N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Equity
  Developed Markets 4,995 -5.02% 1.23% 4.41% 2.80% 5.64% 4.16% N/A N/A 6.72% (0.77) 0.44 5.97% 0.72 1.02 5.92% 0.94 1.54 N/A N/A N/A
  Emerging Markets 499 7.33% 13.57% 2.38% 0.78% 1.42% -0.05% N/A N/A 7.49% 0.96 2.86 6.75% 0.34 0.14 5.99% 0.22 (0.01) N/A N/A N/A

LCC subtotal 7,139 -4.26% 1.99% 3.79% 2.18% 5.00% 3.52% 5.76% 5.56% 6.12% (0.72) 0.95 5.21% 0.71 1.11 5.00% 0.98 1.88 6.22% 0.76 2.38

Private Investments
Fixed Income
  Investment Grade - N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
  Credit Related 953 5.75% -3.03% 9.25% -4.17% 9.99% -3.00% N/A N/A 2.18% 2.57 (0.38) 2.28% 4.02 (0.79) 3.59% 2.76 (0.51) N/A N/A N/A

Real Assets
  Real Estate 1,638 15.75% 6.97% 18.57% 5.15% 11.45% -1.53% N/A N/A 5.73% 2.72 1.01 6.43% 2.87 0.77 6.40% 1.78 (0.22) N/A N/A N/A
  Natural Resources 2,272 -2.02% -10.80% 6.02% -7.40% 12.49% -0.49% N/A N/A 5.68% (0.38) (1.07) 6.76% 0.88 (0.92) 9.95% 1.25 (0.05) N/A N/A N/A

Equity
  Developed Markets 2,922 9.15% 0.37% 16.78% 3.36% 14.40% 1.42% N/A N/A 12.25% 0.74 0.04 8.32% 2.01 0.46 6.82% 2.10 0.22 N/A N/A N/A
  Emerging Markets 1,071 7.43% -1.35% 4.05% -9.37% 2.09% -10.89% N/A N/A 6.45% 1.13 (0.13) 5.48% 0.72 (1.27) 5.09% 0.40 (1.61) N/A N/A N/A

Private Investment subtotal 8,856 7.21% -1.57% 12.34% -1.08% 11.46% -1.52% 11.03% 0.19% 5.74% 1.23 (0.23) 4.52% 2.71 (0.22) 4.10% 2.78 (0.31) 6.29% 1.58 0.03

Total Before Insurance, Tactical,
     Hedging Derivatives and Gold 25,080 -2.97% -1.32% 5.30% 0.75% 5.56% 1.43% 5.65% 1.90% 5.72% (0.54) (0.50) 5.28% 0.99 0.34 5.74% 0.95 0.64 8.21% 0.56 0.82

Insurance, Tactical and Hedging 
Derivatives Impact on Total Return - 0.00% 0.00% -0.07% -0.07% -0.45% -0.45% -0.23% -0.23%

Gold Impact on Total Return 544 0.09% 0.09% -0.30% -0.30% -0.31% -0.31% -0.13% -0.13%

Grand Total 25,624$     -2.88% -1.24% 4.93% 0.38% 4.80% 0.67% 5.29% 1.55% 5.62% (0.54) (0.49) 5.23% 0.93 0.18 5.58% 0.85 0.29 8.15% 0.52 0.64

10 yearWeighted Endowment Returns 1 year 3 year 5 year
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ITF Returns and Ratios
Periods Ending May 31, 2016

ITF
Net Asset 

Value                    
(in mill ions) 1 year

vs. 
Bench 3 year

vs. 
Bench 5 year

vs. 
Bench 10 year

vs. 
Bench

Standard 
Deviation

Sharpe 
Ratio

Info 
Ratio

Standard 
Deviation

Sharpe 
Ratio

Info 
Ratio

Standard 
Deviation

Sharpe 
Ratio

Info 
Ratio

Standard 
Deviation

Sharpe 
Ratio

Info 
Ratio

More Correlated and Constrained
Fixed Income
  Investment Grade 2,256$        1.88% -3.44% 0.78% -0.63% 2.05% 0.85% 4.38% 0.37% 5.10% 0.34 (2.12) 4.02% 0.18 (0.37) 4.06% 0.49 0.54 5.43% 0.79 0.19
  Credit Related - N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Real Assets
  Real Estate 194 -6.91% -10.30% 1.78% -4.04% 3.40% -3.13% 2.81% -0.38% 16.49% (0.43) (2.89) 12.06% 0.14 (1.15) 15.95% 0.21 (0.92) 22.15% 0.12 (0.12)
  Natural Resources 259 -20.25% -5.58% -13.16% -3.40% -11.52% -2.18% -4.40% -0.20% 28.40% (0.72) (0.54) 20.73% (0.64) (0.49) 19.86% (0.58) (0.39) 21.98% (0.20) (0.04)

Equity
  Developed Markets 710 -8.86% -4.90% 7.83% 1.37% 9.31% 2.78% 6.55% 2.32% 14.54% (0.62) (1.35) 11.17% 0.69 0.36 12.12% 0.76 0.76 15.10% 0.43 0.68
  Emerging Markets 473 -13.58% 4.05% 0.53% 5.48% -0.07% 4.76% 3.81% 0.70% 18.20% (0.75) 0.63 14.61% 0.03 0.97 16.30% (0.01) 0.94 21.83% 0.17 0.16

MCC subtotal 3,892 -3.86% -3.27% 1.00% 0.06% 1.70% 0.81% N/A N/A 8.43% (0.48) (2.02) 6.54% 0.14 0.04 7.27% 0.22 0.51 0.00% - N/A

Less Correlated and Constrained
Fixed Income
  Investment Grade 279 -10.33% -4.08% 7.86% -3.01% 3.80% 0.34% N/A N/A 9.18% (1.14) (0.53) 7.37% (0.20) (0.50) 6.81% 0.26 0.05 N/A N/A N/A
  Credit Related 522 -1.95% 4.29% 3.75% 1.69% 4.97% 4.28% N/A N/A 5.53% (0.38) 1.22 4.37% 0.74 0.52 4.63% 1.23 1.43 N/A N/A N/A

Real Assets
  Real Estate - N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
  Natural Resources - N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Equity
  Developed Markets 2,431 -5.06% 1.19% 4.36% 2.76% 5.60% 4.13% N/A N/A 6.71% (0.78) 0.42 5.98% 0.72 0.99 5.93% 0.93 1.52 N/A N/A N/A
  Emerging Markets 243 7.33% 13.57% 7.86% 6.26% 3.80% 2.33% N/A N/A 7.49% 0.96 2.86 6.75% 1.15 1.12 5.99% 0.62 0.46 N/A N/A N/A
LCC subtotal 3,475 -4.29% 1.95% 3.75% 2.15% 4.97% 3.50% 5.82% 5.61% 6.12% (0.73) 0.94 5.21% 0.70 1.09 5.00% 0.98 1.86 6.27% 0.92 2.39

Total Before Insurance, Tactical, 
    Hedging Derivatives and Gold 7,367 -4.02% -0.91% 2.22% 0.90% 3.04% 1.84% 4.38% 2.12% 6.34% (0.66) (0.60) 5.18% 0.41 0.65 5.77% 0.51 1.29 8.30% 0.52 1.41

Insurance, Tactical and Hedging 
Derivatives Impact on Total Return - 0.00% 0.00% -0.03% -0.03% -0.25% -0.25% -0.13% -0.13%

Gold Impact on Total Return 137 0.10% 0.10% -0.22% -0.22% -0.31% -0.31% -0.10% -0.10%

Grand Total 7,504$        -3.92% -0.81% 1.96% 0.64% 2.48% 1.28% 4.15% 1.89% 6.22% (0.65) (0.64) 5.12% 0.37 0.52 5.68% 0.42 0.89 8.28% 0.49 1.23

10 year5 year1 year 3 yearITF Returns
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ITF

Downside Volatility
(trailing three years)

Actual % of Policy

4.80% 101.7%

Liquidity

Three 
months

One Year

58.8% 86.5%

Insurance Hedges NAV

CMS Caps -
JPY FX rate -

ITF NAV: $7,504M

EM $473
EM $243

Dev Cntry $710

Dev Cntry $2,431

Nat Res $396

R.E. $194

Credit $522

IGFI $2,256

IGFI $279

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

MCC: 54% LCC: 46%

71



60

ITF

MCC Emerging 
Markets Equity, 

$0.5

LCC (Hedge 
Funds), $3.5MCC Investment 

Grade Fixed 
Income, $2.2

MCC Real Estate, 
$0.2

MCC Natural 
Resources, $0.4

MCC Developed 
Country Equity, 

$0.7

$7.5 Billion

Actual Return, 
51.0%

Policy Return, 
25.2%

CPI + 3%, 
64.4%

Treasury Bills, 
11.90%
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Actual Return Policy Return CPI + 3% Treasury Bills

Investment Returns

FYTD 1 Year 3 Years 5 Years 7 Years
10 Years

Actual Return 0.2% -3.9% 2.0% 2.5% 6.3% 4.2%

Benchmark Return 1.1% -3.1% 1.4% 1.2% 4.5% 2.3%

Value Add -0.9% -0.8% 0.6% 1.3% 1.8% 1.9%

Actual Standard Deviation 6.2% 5.1% 5.7% 6.2% 8.3%

Sharpe Ratio -0.7 0.4 0.4 1.0 0.5

Information Ratio -0.6 0.5 0.9 1.3 1.2

Statistics for periods longer than a year are annualized
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Contract Update

Annual

Agreement Amount

Real Capital Analytics Limited license to RCA products for real estate transactional data 6/1/2016 - 5/31/2017 $70,000

April 16, 2016 through June 30, 2016

Purpose Contract Term

New Contracts, Leases, and Other Commercial Arrangements 
(Total Obligation per Agreement greater than $50,000)
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Agenda Item
UTIMCO Board of Directors Meeting

July 21, 2016

Agenda Item:  Operations, Accounting and Reporting Overview

Developed By: Zimmerman, Moeller, Hill

Presented By: Zimmerman, Moeller, Hill

Type of Item: Information Item

Description:  Bruce Zimmerman, Joan Moeller and Gary Hill will present an overview of 
the Operations, Accounting and Reporting teams’ critical activities related 
to the Investment Funds and individual endowments, including the support 
provided to the UT and A&M Systems, internal investment staff, and other 
key interfaces.

Reference: Operations, Accounting and Reporting Overview presentation
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Executive Summary:  Observations 

• UTIMCO’s Operations, Accounting and Reporting 
teams (OAR) have executed their responsibilities with 
extraordinary efficiency, securely, and stellar quality 
and service 
 

• OAR has astutely utilized technology to leverage its 
activities 
 

• OAR’s breadth of activities, depth of experience and 
best-in-class expertise, provides UTIMCO with not 
only a strong foundation for its investment activities, 
but also a competitive advantage as investment 
activities increase in scope, complexity and number 
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Executive Summary:   Key Interfaces 

• OAR is central to everything UTIMCO does and 
everyone UTIMCO interacts with 

– UT and Texas A&M Systems 
– Investment Staff 
– BNY Mellon 
– Compliance 
– Many, many other constituents, for example: 

– Auditors (Deloitte and UT System) 
– IFS (Risk) 
– Data Providers 
– Cambridge 
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BNY Mellon 
• BNY Mellon:  Global Custodian and the official books and 

records; an extension of the OAR staff 
– Maintains General Ledgers 
– Trade processing 
– Reconciliation of investment manager accounts 
– Cash processing 
– Daily valuation 
– Compliance monitoring 
– Support for opening accounts in new markets 
– Assistance with regulatory filings globally 
– Investment performance and analytics 
– Securities lending 
– Tax reclaims 
– Corporate actions 
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Key Responsibilities 
• OAR provides support and control for a myriad of activities critical 

to the UT and A&M Systems, including: 
I. Contributions and Disbursements 

– Short Term Fund 
– Intermediate Term Fund, Long Term Fund, Permanent 

Health Fund, and Permanent University Fund 
II. External Investment Management Partners 

– Fundings and Redemptions 
– Distributions and Fees 

III. Internal Trading 
IV. Securities 
V. Accounting for Investment Funds 
VI. Accounting and Reporting for Individual Endowments 
VII. General Reporting 
VIII.Operational Due Diligence 
IX. Separately Invested Funds 
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•  Cash Management System (CMS) 
– Internet application built by 

UTIMCO in 2005 
– Move cash to/from banks and 

Short Term Fund ($2B) and 
between institutions 

– Averaged 30 transactions/$75M  
moved per day in June 2016 

– Monthly transfers to/from 
Intermediate Term Fund 

– Component Reports System: 
Balance and activity reporting 

– UT System staff training 
– Daily monitoring/error 

correction 
– Secure 

• 14 Institutions and UT System 
• 75 users 

OAR 
CMS 

Cash Management System 

Dreyfus 

Institutions’ Local Banks 

Four times daily 

UT System Vendors 

I. Contributions and Disbursements: Short Term Fund 
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I.  Contributions and Disbursements: 
       Intermediate Term Fund, Long Term Fund, Permanent Health Fund,  
        and Permanent University Fund 

• Intermediate Term Fund 
– Monthly Contributions and Redemptions                              

(9 transactions/$115M per month FYTD through June 2016)  
– Monthly Distributions 
 

• Long Term Fund 
– New Endowments (400 accounts/$212M per year) 
– Sale of Gifted Securities 
– Quarterly “Buy-in” ($53M per quarter) 
– Quarterly Distributions 

 
• Permanent Health Fund 

– Quarterly Distributions 
 

• Permanent University Fund 
– Daily Contributions from University Lands Mineral Revenues 
– Distributions 
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II. External Investment Management Partners 

• 252 external investment management partners and 
478 individual funds/co-investments 

– Sets up “accounts” 
– Fundings/Commitments 
– Receipts/Distributions 
 

• Management/performance fee calculation, payment 
and review  
 

• Created “Pooled” Accounts to facilitate cross-fund 
rebalancing 
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III.  Internal Trading 
• While limited, UTIMCO engages in some direct trading 

– Internal Investment Grade Fixed Income portfolio 
– Sales of gifts-in-kind 
– Portfolio hedging and positioning using derivative 

instruments 
• Processes, settles and reconciles all direct trades with 

counterparties 
• Provides portfolio information to Internal Investment 

Grade Fixed Income team 
• Provides daily, weekly and monthly reporting of 

derivative valuations, calculation of margin 
requirements and processing of collateral movements 
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IV.  Securities 

• Maintains Master File of over 56,000 
securities 
– Securities held in custody (51,700) 
– Funds (4,300), including limited 

partnerships & commingled funds 
• Adds an average of 200 securities per month 
• Assigns asset types and other identifying 

information to assist in reporting at various 
levels of granularity 

• Monitors all changes made by the Custodian  
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V.  Accounting for Investment Funds 
• Is in continuous communication with BNY Mellon, acting as a full 

partner in all processes related to Investment Fund Accounting 
– Up-front decision making 
– Reviews, verifications and error correction 

• Maintains a Data Warehouse which stores all transactions and 
investment holding records on a daily and monthly basis dating 
back to September 1995 

• Maintains Portfolio Management System for Private Investments  
– Capital calls and Distributions 
– Valuations 
– Reconciliation with BNY Mellon records 

• Maintains ledgers and allocates separately managed accounts held 
in pooled accounts 

• Calculates Policy Portfolio Benchmark Returns and value-add 
• Provides support for UT System Controller’s Office for accounting 

entries and support for UT and A&M System bond offering 
documents and rating agency requests 
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VI.  Accounting and Reporting  
           for Individual Endowments 
• Over 12,000 individual endowments……and growing. 
• Provides the accounting for each underlying endowment: 

– Fund Accounting System (iFAS, migrated from a mainframe 
system in 2009-2010) 
– Processes all receipts/contributions and distributions 
– Subsidiary ledger for each individual endowment account 
– Passes information to/from UT System and Institutions 
– Also tracks Gifts-in-Kind, Mineral Interest receipts, and 

rental income 
– Over 100 transaction/event codes 
– Daily monitoring/error corrections 

• Provides the reporting for each underlying endowment: 
– Component Reporting Information System (CRIS): 

– Various summary level reporting (e.g. institution, college 
and department, etc.) 

– Reports contributions, income, sales, distributions, 
beginning and ending balances and investment returns 

– Over 50 reporting formats 
– UT System and institutions have online access 
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VI.  Accounting and Reporting  
           for Individual Endowments 

– Endowment Reporting 
– Individual PDF reports for the over 12,000 private 

endowment accounts 
– Prepared quarterly 
– Available for fiscal years since 1997 
– Used for annual donor reporting by UT System institutions 
– UT System and institutions have online access  
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VII.  General Reporting 
OAR produces a comprehensive array of reports for use by 
numerous constituents 

Daily 
• NAV and 

Performance 
• Cash Availability 

and Projections 

Monthly 
• Performance and Attribution 

for Investment Staff 
• Derivative Activity and 

Balances 
• Assets Under Management 
• Asset Allocation 
• Market Exposures 
• UT System Share of ITF 

Earnings 
 

Quarterly 
• Unaudited Financial 

Statements for each Fund 
• Fund Updates for UTIMCO 

Board 
• Fund Updates for UT Board 

of Regents 
• Derivative Reports 
• Fund Highlights 
• Endowment Reports 

Annually 
• Audited Financial 

Statements for each 
Fund 

Statutory Reporting 
• Quarterly Investment 

Summaries 
• Semi-Annual Report for the PUF 
• Annual Fund Summary of 

Investments (Monthly for the 
PUF) 

• Annual Legislative Budget 
Board Report 

• PHF Annual Report 

Ad-Hoc Reporting 
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VIII.  Operational Due Diligence 

• OAR conducts operational due diligence on prospective and 
potential external investment management partners 

• Operational due diligence has improved UTIMCO’s 
investment efforts 
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IX.  Separately Invested Funds 
The Separately Invested Funds (SIFs) consist of  

• Approximately 62 ($62.2 M) accounts where the nature of the 
underlying asset or donor restrictions preclude investment in the 
LTF 

• 43 ($22.5M) charitable remainder trusts (CRTs) 
• Various current purpose accounts 

• Complicated, time-consuming: estimated to require 1.0 full-time 
equivalent personnel 

•  OAR keeps the official books and records 
• OAR processes all transactions including: 

– Creation 
– Funding 
– Investments 
– Distributions 

• Preparation of CRT tax returns and donor reports 
• Mineral and Real Estate recordkeeping for endowments and 

current purpose accounts 
• Assist institutions in managing tech stock holdings 

– Stock certificate safekeeping 
– Disposition 

 
 

91



 17 

OAR Efficiency 
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Technology Support 
• OAR could not function efficiently without the use of a 

multitude of software applications developed over two 
decades, and a reliable and secure network, server and 
storage infrastructure 

• As previously highlighted, some critical applications 
include: 

– Cash Management System (CMS) 
– Component Reporting Information System (CRIS)  
– Endowment Reports 
– Fund Accounting System (iFAS) 
– Component Account Maintenance System (CAMS) 
– Daily downloads of BNY Mellon transactions and 

holdings 
– Daily downloads of iFAS transactions and holdings 

• All data is stored in a Data Warehouse to ensure “One 
Source” for integrity of all data  
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Gwen Maldonado 

Ops. Due Diligence 
Specialist (Open) 

 
 
 

 
Rebecca McManamy 

Judy Wheless 
Yvette Cowell 
Breann Steele 
Jarrett Urban 

 

Operations & 
 Due Diligence 

 
Lara McKinney 

(Manager)           

Accounting & 
Investment  Reporting 

 
Gary Hill 

 (Senior Manager) 

Accounting, Finance 
 and Administration  

 
 Joan Moeller  

(COO)        

UTIMCO ORGANIZATIONAL STRUCTURE 
Operations, Accounting and Reporting 

Operations 
 &  Accounting 

 
Debbie Childers  

(Manager)           

 
Erin Corley 

Cherita Metzger 
Karen Wiltrout 
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Agenda Item
UTIMCO Board of Directors Meeting

July 21, 2016

Agenda Item:  UTIMCO Organization Update

Developed By: Staff

Presented By: Zimmerman, Staff

Type of Item: Information Item

Description:  Bruce Zimmerman and Staff will provide an update on UTIMCO’s staffing
and information technology update.

Reference: UTIMCO Organization Update presentation
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Real Estate 
 

Sr. Inv. Officer (V) 
Sr. Inv. Officer (Open) 

Mukund Joshi 
Spencer Branch 

Mallory Weinshall 
Kaylea Babel (ITC) 

         

Hedge Funds 
 

Courtney Powers     
(Sr. Dir.) 

Drury Morris 
Alison Hermann (O) 

Jena Michels 
Ryan Arestie 

Stacy Gray (EA) 

Public Equity 
 

Amanda Hopper  
(Sr. Dir) 

IO (Open) 
Russell Brown 
Kyle Burhop 

Joanna Barrett (ITC)       

Public Equity, 
Technology and 

Deal Legal 
 

Susan Chen 
(MD) 

Hedge Funds  
and Credit 

 
Ryan Ruebsahm 

(MD) 

Natural Resources, 
 Emerging Mkts, 

 Lower/Middle Mkt Private Investments 
and Healthcare 

 
Mark Warner 

(Sr.MD)   

Real Estate 
 

Eddie Lewis 
(Sr. Dir) 

Risk Management 
 

Uziel Yoeli (MD) 

UTIMCO Board 

Natural Resources 
 

Spencer Swayze (Dir) 
Billy Prather (Dir) 

Zoe Gabbard 
James Yang 

Christine Torres (ITC) 
  

CEO and CIO 
Bruce Zimmerman 

 
Executive Assistant (V) 

Laura Newby 
 
 Kate Wagner (Dir) 

Risk Analyst (Open) 

Harland Doak 
(Sr. Dir)  

Fixed Income 
 

Russ Kampfe  
(MD) 

UTIMCO ORGANIZATIONAL STRUCTURE  
Investments 

July 2016 

Emerging Markets 
 

Richard Rincon (Dir) 
Inv. Officer (Open) 
Jennifer Grahmann 

(ITC) 
 
 
 

Technology 
 

Sr. Inv. Officer (Open) 
Inv. Officer (V) 

Lisa Kabler (ITC)         

Lower/Middle Market 
Private Investments 

and Healthcare 
 

Pat Pace (Dir) 
Inv. Officer (V) 

Inv. Officer (Open) 
Analyst (V) 
Victoria Lee 

Deal Legal 
 

Jon Ellison 
Paralegal 

(Open) 

Credit 
 

Sr. Inv. Officer 
(Open)  
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Kay Wells Op. Due Diligence 
Specialist (Open) 
Gwen Maldonado 

Rebecca McManamy 
Judy Wheless 
Yvette Cowell 
Breann Steele 
Jarrett Urban 

Finance  
& Admin.  
Kim Bauer 
(Sr. Acct)   

Operations & 
 Due Diligence 
Lara McKinney 

(Mgr)           

Information  
Technology 

 
Uche Abalogu 

(CTO) 

Acct & 
Inv.  Reporting 

Gary Hill 
 (Sr. Mgr) 

Accounting, Finance 
 and Administration  

 
 Joan Moeller  

(COO)        

Audit & Ethics  
Committee 

UTIMCO Board 

CEO and CIO 
Bruce Zimmerman 

 
Executive Assistant (Open) 

Laura Newby 
 
 

UTIMCO ORGANIZATIONAL STRUCTURE 
Support & Control 

July 2016 

Infrastructure & 
Database Admin. 

 
David Gahagan (Mgr) 

Amy Herndon 
Zachary Carberry 

Jeffrey Shute 

 
Development 

 
Akil Franklin (Mgr) 

Brent Dixon 
Thomas Roth 

Katy Hollenbaugh (PT) 

Business 
Analysis/Doc. Mgmt.  

 
Aman Jain (Mgr) 
Rosa Buhrman 
Lindsey Ojeda 
Maureen Shea 

Operations 
 & Acct 

Debbie Childers  
(Mgr)           

Erin Corley 
Cherita Metzger 
Karen Wiltrout 

Corporate Legal & 
Compliance 

Cissie Gonzalez 
(Counsel & CCO) 

 

Kurt Cressotti 

Human Resources 
 

Melynda Shepherd (Mgr) 
 
 

Dianne Simon 
Ashley Fleming 
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INFORMATION TECHNOLOGY UPDATE 
 Historically, technology support focused on operations, accounting and reporting 

 
 Investment Support System (ISS) project started 3 years ago  

 
 Vision: aggregation of our investment data and processes  

• Documents 
• Data 
• Relationships 

 
 GlobeArc started in May 2013  

• Document Management System 
• Data Management 

• “Top down” portfolio reporting (Uzi grid) 
• “Bottom up” Excel data access tool (IDM) 
• Database schema and Data synchronization tools 

• Relationship management migration (Salesforce): Not started 
 

 Project paused in October 2015 
• Revalidation exercise raised priority of mobile and offline data access 
• Dynamo, identified to meet investment team needs 

 

  Total cost to date: $3.9M (includes vendor cost of $2.4M and $1.5M prorated staff)  
 

 13.9% ($543k total, $337k vendor cost) Write-off of obsolete development projected for 2017 fiscal year end 
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INFORMATION TECHNOLOGY UPDATE 

Work In Progress FY 2016/2017 
 
 Investment Support System initiative 

 
 Office 365 & productivity enhancement tools 

 
 Email system migration to the cloud 

 
 Technology design and engineering for new building 

 
 
Recent Accomplishments 
 
 UTIMCO scored 99% in UT System’s system-wide security 

assessment scorecard 
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Agenda Item
UTIMCO Board of Directors Meeting

July 21, 2016

Agenda Item:  Report from Audit and Ethics Committee, including Discussion and Appropriate 
Action Related to Corporate Auditor

Developed By: Zimmerman, Gonzalez, Moeller

Presented By: Beck

Type of Item: Action item related to Engaging Corporate Auditor; information item on other items

Description:  The Audit and Ethics Committee (“Committee”) met on July 12, 2016. The 
Committee’s agenda included the following: (1) discussion and appropriate action 
related to minutes; (2) discussion and appropriate action related to engaging 
corporate external auditor; (3) report from UT System Audit Office (4) update on
compliance, reporting, and audit issues; (5) presentation of unaudited financial 
statements for the nine months ended May 31, 2016 for the Funds and the 
Corporation; and (6) discussion and appropriate action related to base salary, 
performance incentive plan participation, and performance goals for the Corporate
Counsel and Chief Compliance Officer for the 2016-17 fiscal year.

Discussion: The Committee will report on its action related to the hiring of Deloitte and Touche 
LLP as the corporate auditor and request that the Board take appropriate action 
related to hiring Deloitte and Touch LLP as the corporate auditor.  If approved by the 
Board, FY 2016 will be the tenth year that Deloitte serves as the Corporation’s 
independent auditor.  Estimated fees for the FY 2016 audit services are $40,500
plus out-of-pocket expenses. This is a $1,500 increase over the FY 2015 fee. The 
FY 2014 fee was also $39,000. 

UT System Audit Office reviewed with the Committee the Separately Managed 
Accounts (SMAs) Audit Report FY 2015.

The Committee will report on its action related to the Corporate Counsel and Chief 
Compliance Officer’s base salary, performance incentive plan participation, and 
performance goals for the 2016-2017 fiscal year and performance period.

Routine activities of the Committee included reviewing the unaudited financial 
statements for the nine month period for the Funds and the UTIMCO Corporation,
and the quarterly compliance reports.  

Recommendation: Committee will request appropriate action related to the hiring of Deloitte & Touche
LLP as the corporate auditor.

Reference: Draft Deloitte & Touche LLP Engagement Letter
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RESOLUTION RELATED TO INDEPENDENT AUDITOR
FOR THE CORPORATION

RESOLVED, that the firm of Deloitte & Touche LLP be, and is 
hereby, engaged as the independent auditor of the Corporation for 
the year ended August 31, 2016.
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July 5, 2016 

Ms. Joan Moeller 
Senior Managing Director—Accounting, Finance and Administration 
The University of Texas Investment Management Company 
401 Congress Street, Suite 2800 
Austin, TX 78701 

Dear Ms. Moeller:  

Deloitte & Touche LLP (“D&T” or “we” or “us”) is pleased to serve as independent auditors for The 
University of Texas Investment Management Company (“UTIMCO”), the “Company” or “you” or 
“your”). Mr. Robert Cowley will be responsible for the services that we perform for the Company 
hereunder.  

In addition to the audit services we are engaged to provide under this engagement letter, we would also be 
pleased to assist the Company on issues as they arise throughout the year. Hence, we hope that you will 
call Mr. Cowley whenever you believe D&T can be of assistance. 

The services to be performed by D&T pursuant to this engagement are subject to the terms and conditions 
set forth herein and in the accompanying appendices. Such terms and conditions shall be effective as of 
the date of the commencement of such services.  

Audit of Financial Statements 

Our engagement is to perform an audit in accordance with auditing standards generally accepted in the 
United States of America (“generally accepted auditing standards”). The objective of an audit conducted 
in accordance with generally accepted auditing standards is to express an opinion on whether the 
Company’s financial statements for the year ending August 31, 2016, are presented fairly, in all material 
respects, in accordance with accounting principles generally accepted in the United States of America 
(“generally accepted accounting principles”). 

Appendix A contains a description of the auditor’s responsibilities and the scope of an audit in accordance 
with generally accepted auditing standards. 
 
D&T Reports  

We expect to issue a written report upon the completion of our audit. Our ability to express an opinion or 
to issue any report as a result of this engagement and the wording thereof will, of course, be dependent on 
the facts and circumstances at the date of our report. If, for any reason, we are unable to complete our 
audit or are unable to form or have not formed an opinion, we may decline to express an opinion or 
decline to issue any report as a result of this engagement. If we are unable to complete our audit, or if any 
report to be issued by D&T as a result of this engagement requires modification, the reasons for this will 
be discussed with the Audit and Ethics Committee of the UTIMCO Board of Directors (“Audit and Ethics 
Committee”) and the Company’s management.
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The University of Texas Investment Management Company 
July 5, 2016 
Page 2 
 

 

Management’s Responsibilities 

Appendix B describes management’s responsibilities.  

Communications with the Audit and Ethics Committee  

Appendix C describes various matters that we are required by generally accepted auditing 
standards to communicate with the Audit and Ethics Committee and management. 

Fees 

We estimate that our fees for this engagement will be $40,500, plus expenses. Based on the 
anticipated timing of the work, our fees will be billed approximately as follows:  

Invoice Date Amount 

September 22, 2016 
 

$20,000
 
November 14, 2016 

 
20,500

We anticipate sending invoices according to the above schedule, and payments are due 30 days 
from the date of the invoice. Engagement-related expenses, such as travel, lodging, 
transportation, meals, telephone, typing, etc. will be billed in addition to the fees and will be 
stated separately on the invoices.  

Our continued service on this engagement is dependent upon payment of our invoices in 
accordance with these terms. Our estimated fees are based on certain assumptions, including 
(1) timely and accurate completion of the requested entity participation schedules and additional 
supporting information, (2) no inefficiencies during the audit process or changes in scope caused 
by events that are beyond our control, (3) the effectiveness of internal control over financial 
reporting throughout the period under audit, (4) a minimal level of audit adjustments (recorded or 
unrecorded), and (5) no changes to the timing or extent of our work plans. We will notify you 
promptly of any circumstances we encounter that could significantly affect our estimate and 
discuss with you any additional fees, as necessary.  

Inclusion of D&T Reports or References to D&T in Other Documents or Electronic 
Sites   

If the Company intends to publish or otherwise reproduce in any document any report issued as a 
result of this engagement, or otherwise make reference to D&T in a document that contains other 
information in addition to the audited financial statements (e.g., in a periodic filing with a 
regulator, in a debt or equity offering circular, or in a private placement memorandum), thereby 
associating D&T with such document, the Company agrees that its management will provide 
D&T with a draft of the document to read and obtain our approval for the inclusion or 
incorporation by reference of any of our reports, or the reference to D&T, in such document 
before the document is printed and distributed. The inclusion or incorporation by reference of any 
of our reports in any such document would constitute the reissuance of such reports. The 
Company also agrees that its management will notify us and obtain our approval prior to 
including any of our reports on an electronic site. 
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The University of Texas Investment Management Company 
July 5, 2016 
Page 3 
 

 

Our engagement to perform the services described herein does not constitute our agreement to be 
associated with any such documents published or reproduced by or on behalf of the Company. 
Any request by the Company to reissue any report issued as a result of this engagement, to 
consent to any such report’s inclusion or incorporation by reference in an offering or other 
document, or to agree to any such report’s inclusion on an electronic site will be considered based 
on the facts and circumstances existing at the time of such request.  The estimated fees outlined 
herein do not include any procedures that would need to be performed in connection with any 
such request. Should D&T agree to perform such procedures, fees for such procedures would be 
subject to the mutual agreement of the Company and D&T.  

* * * * * 

The parties acknowledge and agree that D&T is being engaged under this engagement letter to 
provide only the services described herein. Should the Company or the Audit and Ethics 
Committee request, and should D&T agree to provide, services (including audit services) beyond 
those described herein, such services will constitute a separate engagement and will be governed 
by a separate engagement letter. 

This engagement letter, including Appendices A through E attached hereto and made a part 
hereof, constitutes the entire agreement between the parties with respect to this engagement and 
supersedes any other prior or contemporaneous agreements or understandings between the 
parties, whether written or oral, relating to this engagement. 

If the above terms are acceptable and the services described are in accordance with your 
understanding, please sign the copy of this engagement letter in the space provided and return it 
to us.  

Yours truly,  

 

 

Accepted and agreed to by University of Texas Investment Management Company: 

By: _____________________________________ 
 
 
Title: _____________________________________ 
 
 
Date: _____________________________________ 

 

cc: The Audit and Ethics Committee of the University of Texas Investment Management 
Company
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APPENDIX A 

AUDITOR’S RESPONSIBILITIES AND SCOPE OF AN AUDIT IN ACCORDANCE 
WITH GENERALLY ACCEPTED AUDITING STANDARDS  

This Appendix A is part of the engagement letter dated July 5, 2016 between Deloitte & 
Touche LLP and The University of Texas Investment Management Company.    

Auditor’s Responsibilities  
Our 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 
accordance with generally accepted accounting principles. The audit of the financial statements 
does not relieve management or the Audit and Ethics Committee of their responsibilities. 

Scope of an Audit 

Generally accepted auditing standards require that we plan and perform the audit to obtain 
reasonable, rather than absolute, assurance about whether the financial statements as a whole are 
free from material misstatement, whether caused by fraud or error. However, because of the 
inherent limitations of an audit, together with the inherent limitations of internal control, an 
unavoidable risk exists that some material misstatements may not be detected, even though the 
audit is properly planned and performed in accordance with generally accepted auditing 
standards. We have no responsibility to plan and perform the audit to obtain reasonable assurance 
that misstatements, whether caused by fraud or error, that are not material to the financial 
statements as a whole are detected.  

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on our judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
caused by fraud or error. In making those risk assessments, we consider internal control relevant 
to the Company’s preparation and fair presentation of the financial statements in order to design 
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. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements.   
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APPENDIX B 

MANAGEMENT’S RESPONSIBILITIES 

This Appendix B is part of the engagement letter dated July 5, 2016 between Deloitte & 
Touche LLP and The University of Texas Investment Management Company.   

Financial Statements 

Management is responsible for the preparation, fair presentation, and overall accuracy of the 
financial statements in accordance with generally accepted accounting principles. In this regard, 
management has the responsibility for, among other things: 

 Selecting and applying the accounting policies 

 Designing, implementing, and maintaining effective internal control relevant to the 
preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error  

 Identifying and ensuring that the Company complies with the laws and regulations 
applicable to its activities and informing us of all instances of identified or suspected 
noncompliance with such laws or regulations 

 Providing us with (1) access to all information of which management is aware that is 
relevant to the preparation and fair presentation of the financial statements, such as 
records, documentation, and other matters, (2) additional information that we may request 
from management for the purpose of our audit, and (3) unrestricted access to personnel 
within the Company from whom we determine it necessary to obtain audit evidence  

Management’s Representations 

We will make specific inquiries of the Company’s management about the representations 
embodied in the financial statements. In addition, we will request that management provide us 
with the written representations the Company is required to provide to its independent auditors 
under generally accepted auditing standards. The responses to those inquiries and the written 
representations of management are part of the evidential matter that D&T will rely on in forming 
its opinion on the Company’s financial statements. Because of the importance of management’s 
representations, the Company agrees to release and indemnify D&T, its subcontractors, and their 
respective personnel from all claims, liabilities, and expenses relating to our services under this 
engagement letter attributable to any misrepresentation by management. 

Independence Matters 

In connection with our engagement, D&T, management, and the Audit and Ethics Committee will 
assume certain roles and responsibilities in an effort to assist D&T in maintaining independence. 
D&T will communicate to its partners, principals, and employees that the Company is an attest 
client. Management of the Company will ensure that the Company, together with its subsidiaries 
and other entities that comprise the Company for purposes of the consolidated financial 
statements, has policies and procedures in place for the purpose of ensuring that neither the 
Company nor any such subsidiary or other entity will act to engage D&T or accept from D&T 

110



 

- 6 - 

any service that under American Institute of Certified Public Accountants (AICPA) or other 
applicable rules would impair D&T’s independence. All potential services are to be discussed 
with Mr. Cowley. 
 
In connection with the foregoing paragraph, the Company agrees to furnish to D&T and keep 
D&T updated with respect to a corporate tree that identifies the legal names of the Company’s 
affiliates, as defined in AICPA Code of Professional Conduct Interpretation No. 101-18 (e.g., 
parents, subsidiaries, investors, or investees) (“Company Affiliates”), together with the ownership 
relationship among such entities. Such information will be maintained in a database accessible by 
D&T in connection with their compliance with AICPA or other applicable independence rules. 

Management will coordinate with D&T to ensure that D&T’s independence is not impaired by 
hiring former or current D&T partners, principals, or professional employees in a key position, as 
defined in the AICPA Code of Professional Conduct. Management of the Company will ensure 
that the Company, together with its subsidiaries and other entities that comprise the Company for 
purposes of the consolidated financial statements, also has policies and procedures in place for 
purposes of ensuring that D&T’s independence will not be impaired by hiring a former or current 
D&T partner, principal, or professional employee in a key position that would cause a violation 
of the AICPA Code of Professional Conduct or other applicable independence rules. Any 
employment opportunities with the Company for a former or current D&T partner, principal, or 
professional employee should be discussed with Mr. Cowley before entering into substantive 
employment conversations with the former or current D&T partner, principal, or professional 
employee. 

For purposes of the preceding section entitled “Independence Matters”, “D&T” shall mean 
Deloitte & Touche LLP and its subsidiaries; Deloitte Touche Tohmatsu Limited, its member 
firms, the affiliates of Deloitte & Touche LLP, Deloitte Touche Tohmatsu Limited and its 
member firms; and, in all cases, any successor or assignee. 
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APPENDIX C 

COMMUNICATIONS WITH THE AUDIT AND ETHICS COMMITTEE  

This Appendix C is part of the engagement letter dated July 5, 2016, between Deloitte & 
Touche LLP and The University of Texas Investment Management Company. 

We are responsible for communicating with the Audit and Ethics Committee significant matters 
related to the audit that are, in our professional judgment, relevant to the responsibilities of the 
Audit and Ethics Committee in overseeing the financial reporting process.  

In connection with the foregoing, we will communicate to the Audit and Ethics Committee any 
fraud we identify or suspect that involves (1) management, (2) employees of the Company who 
have significant roles in internal control, or (3) other employees of the Company when the fraud 
results in a material misstatement of the financial statements. In addition, we will communicate 
with the Audit and Ethics Committee any other matters related to fraud that are, in our 
professional judgment, relevant to their responsibilities. We will communicate to management 
any fraud perpetrated by lower-level employees of which we become aware that does not result in 
a material misstatement of the financial statements; however, we will not communicate such 
matters to the Audit and Ethics Committee unless otherwise directed by the Audit and Ethics 
Committee.  

We will also communicate to the Audit and Ethics Committee matters involving the Company’s 
noncompliance with laws and regulations that have come to our attention during the course of our 
audit, other than when such matters are clearly inconsequential.  

We will also communicate in writing to management and the Audit and Ethics Committee any 
significant deficiencies or material weaknesses in internal control (as defined in generally 
accepted auditing standards) that we have identified during the audit, including those that were 
remediated during the audit.   

Generally accepted auditing standards do not require us to design procedures for the purpose of 
identifying other matters to communicate with the Audit and Ethics Committee. However, we 
will communicate to the Audit and Ethics Committee matters required by AICPA AU-C 260, The 
Auditor’s Communication with Those Charged with Governance.  

Texas State Auditor’s Office 

D&T agrees that the Texas State Auditor’s Office or any authorized regulatory representative of 
the State of Texas (the “State”) shall at any time have access to and the rights to examine and 
audit any pertinent books, documents, working papers, and records of D&T relating to this 
engagement letter, and to excerpt and transcribe any pertinent books, documents, working papers, 
and records of D&T.  If photocopies of pertinent books, documents, working papers, and records 
of D&T are requested, D&T will send a letter to the Texas State Auditor’s Office or regulatory 
representative of the State similar (but not identical) in form to that in the American Institute Of 
Certified Public Accountants AU-C Section 9230, and such letter will be acknowledged by the 
Texas State Auditor’s Office or regulatory representative of the State prior to the provision of any 
photocopies by D&T.  Any photocopies of pertinent books, documents, working papers, and 
records of D&T will be identified as “confidential treatment requested by Deloitte & Touche 
LLP.” 
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D&T understands that the Texas State Auditor’s Office may opt to rely on the work of D&T to 
support the Texas State Auditor’s Office’s opinion on the Comprehensive Annual Financial 
Report for the State of Texas, and D&T agrees to cooperate with the Texas State Auditor’s Office 
in a joint effort to comply with American Institute of Certified Public Accountants standard AU-
C 600, Special Considerations – Audits of Group Financial Statements (Including the Work of 
Component Auditors). D&T acknowledges that the Texas State Auditor’s Office has informed it 
that it is serving in the capacity of the group engagement auditor. As a component auditor, 
information D&T agrees to provide to the Texas State Auditor’s Office includes information 
necessary to facilitate determinations regarding D&T’s understanding and compliance with 
ethical requirements and professional competence. 
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APPENDIX D 

GENERAL BUSINESS TERMS 

This Appendix D is part of the engagement letter to which these terms are attached (the engagement letter, 
including its appendices, the “engagement letter”) dated July 5, 2016, between Deloitte & Touche LLP and 
The University of Texas Investment Management Company. 

1. Independent Contractor. D&T is an independent contractor and D&T is not, and will not be 
considered to be, an agent, partner, fiduciary, or representative of the Company or the Audit and 
Ethics Committee. 

2. Survival. The agreements and undertakings of the Company contained in the engagement letter will 
survive the completion or termination of this engagement.  

3. Assignment and Subcontracting. Except as provided below, no party may assign any of its rights or 
obligations (including, without limitation, interests or claims) relating to this engagement without the 
prior written consent of the other parties. The Company hereby consents to D&T subcontracting a 
portion of its services under this engagement to any affiliate or related entity, whether located within 
or outside of the United States. Professional services performed hereunder by any of D&T’s affiliates 
or related entities shall be invoiced as professional fees, and any related expenses shall be invoiced as 
expenses, unless otherwise agreed.  

4.  Severability. If any term of the engagement letter is unenforceable, such term shall not affect the 
other terms, but such unenforceable term shall be deemed modified to the extent necessary to render it 
enforceable, preserving to the fullest extent permissible the intent of the parties set forth herein. 

5. Force Majeure. No party shall be deemed to be in breach of the engagement letter as a result of any 
delays or non-performance directly or indirectly resulting from circumstances or causes beyond its 
reasonable control, including, without limitation, fire, epidemic or other casualty, act of God, strike or 
labor dispute, war or other violence, or any law, order or requirement of any governmental agency or 
authority. 

6.  Confidentiality. To the extent that, in connection with this engagement, D&T comes into possession 
of any confidential information of the Company, D&T shall not disclose such information to any third 
party without the Company’s consent, using at least the same degree of care as it employs in 
maintaining in confidence its own confidential information of a similar nature, but in no event less 
than a reasonable degree of care. The Company hereby consents to D&T disclosing such information 
(1) as may be required by law or regulation, or to respond to governmental inquiries, or in accordance 
with applicable professional standards or rules, or in connection with litigation or arbitration 
pertaining hereto; (2) to the extent such information (i) is or becomes publicly available other than as 
the result of a disclosure in breach hereof, (ii) becomes available to D&T on a nonconfidential basis 
from a source that D&T believes is not prohibited from disclosing such information to D&T, (iii) is 
already known by D&T without any obligation of confidentiality with respect thereto, or (iv) is 
developed by D&T independently of any disclosures made to D&T hereunder; or (3) to contractors 
providing administrative, infrastructure, and other support services to D&T and subcontractors 
providing services in connection with this engagement, in each case, whether located within or 
outside of the United States, provided that such contractors and subcontractors have agreed to be 
bound by confidentiality obligations similar to those in this paragraph.  

7.  Dispute Resolution. Any controversy or claim between the parties arising out of or relating to the 
engagement letter or this engagement (a “Dispute”) shall be resolved by mediation or binding 
arbitration as set forth in the Dispute Resolution Provision attached hereto as Appendix E and made a 
part hereof. 
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8. Governing Law.   This engagement letter, together with the appendices, and all of the rights and 
obligations of the parties hereto and all of the terms and conditions hereof shall be construed, 
interpreted and applied in accordance with and governed by and enforced under the laws of the State 
of Texas. 
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APPENDIX E 

DISPUTE RESOLUTION PROVISION 

This Appendix E is part of the engagement letter dated July 5, 2016, between Deloitte & Touche LLP and 
The University of Texas Investment Management Company.  

This Dispute Resolution Provision sets forth the dispute resolution process and procedures applicable to the 
resolution of Disputes and shall apply to the fullest extent of the law, whether in contract, statute, tort (such 
as negligence), or otherwise.  

Mediation: All Disputes shall be first submitted to nonbinding confidential mediation by written notice to 
the parties, and shall be treated as compromise and settlement negotiations under the standards set forth in 
the Federal Rules of Evidence and all applicable state counterparts, together with any applicable statutes 
protecting the confidentiality of mediations or settlement discussions. If the parties cannot agree on a 
mediator, the International Institute for Conflict Prevention and Resolution (“CPR”), at the written request 
of a party, shall designate a mediator. 

Arbitration Procedures: If a Dispute has not been resolved within 90 days after the effective date of the 
written notice beginning the mediation process (or such longer period, if the parties so agree in writing), the 
mediation shall terminate and the Dispute shall be settled by binding arbitration to be held in Austin, Texas. 
The arbitration shall be solely between the parties and shall be conducted in accordance with the CPR 
Rules for Non-Administered Arbitration that are in effect at the time of the commencement of the 
arbitration, except to the extent modified by this Dispute Resolution Provision (the “Rules”).  

The arbitration shall be conducted before a panel of three arbitrators. Each of the Company and Deloitte & 
Touche LLP shall designate one arbitrator in accordance with the “screened” appointment procedure 
provided in the Rules and the two party-designated arbitrators shall jointly select the third in accordance 
with the Rules. No arbitrator may serve on the panel unless he or she has agreed in writing to enforce the 
terms of the engagement letter (including its appendices) to which this Dispute Resolution Provision is 
attached and to abide by the terms of this Dispute Resolution Provision. Except with respect to the 
interpretation and enforcement of these arbitration procedures (which shall be governed by the Federal 
Arbitration Act), the arbitrators shall apply the laws of the State of Texas (without giving effect to its 
choice of law principles) in connection with the Dispute. The arbitrators shall have no power to award 
punitive, exemplary or other damages not based on a party’s actual damages (and the parties expressly 
waive their right to receive such damages). The arbitrators may render a summary disposition relative to all 
or some of the issues, provided that the responding party has had an adequate opportunity to respond to any 
such application for such disposition. Discovery shall be conducted in accordance with the Rules.  

All aspects of the arbitration shall be treated as confidential, as provided in the Rules. Before making any 
disclosure permitted by the Rules, a party shall give written notice to all other parties and afford such 
parties a reasonable opportunity to protect their interests. Further, judgment on the arbitrators’ award may 
be entered in any court having jurisdiction.  

Costs: Each party shall bear its own costs in both the mediation and the arbitration; however, the parties 
shall share the fees and expenses of both the mediators and the arbitrators equally. 
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Agenda Item
UTIMCO Board of Directors Meeting

July 21, 2016

Agenda Item:  Report from Risk Committee

Developed By: Staff

Presented By: Bass

Type of Item: Information item

Description: The Risk Committee (“Committee”) met separately and jointly with the Policy 
Committee on July 12, 2016.  The Committee’s agenda for its meeting included (1) 
discussion and appropriate action related to the minutes; (2) discussion and 
appropriate action related to categorization of new investment mandates; (3) 
review and discussion of compliance reporting; and (4) review and discussion of 
performance and risk reporting.  The joint meeting agenda included discussion 
and appropriate action related to proposed amendments to the investment 
policies.

Discussion The Committee reviewed and took appropriate action related to 14 mandate 
categorizations prepared by staff for the period beginning April 2, 2016, and 
ending July 1, 2016. The Committee will report to the UTIMCO Board the results of 
its review of the Investment Mandate Categorizations.

The Committee reviewed the quarterly compliance reporting.

The Committee also had a joint meeting with the Policy Committee to discuss 
staff’s recommended amendments to the Exhibits of the Investment Policy 
Statements of the Permanent University Fund, General Endowment Fund,
Intermediate Term Fund, Permanent Health Fund, and Long Term Fund. The 
Committee also discussed Staff’s recommended amendments to the Liquidity 
Policy, Derivative Investment Policy and Delegation of Authority Policy. The 
discussion of the Investment Policies is covered in the Report from the Policy 
Committee in Tab 8.

Recommendation: None

Reference: None
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Agenda Item
UTIMCO Board of Directors Meeting

July 21, 2016

1

Agenda Item:  Report from Policy Committee: (1) FY 2017 Investment Policy Recommendations; 
(2) Discussion and Appropriate Action Related to the Investment Policy 
Statements; (3) Discussion and Appropriate Action Related to the Liquidity Policy; 
and (4) Discussion and Appropriate Action Related to the Derivative Investment 
Policy; and (5) Discussion and Appropriate Action Related to the Delegation of 
Authority Policy

Developed By: Staff

Presented By: Hicks, Zimmerman

Type of Item: Action item; Action required by UTIMCO Board and by the UT System Board of 
Regents

Description: The Policy Committee (“Committee”) met jointly with the Risk Committee on July
21, 2016. The Committee’s agenda for the joint meeting included discussion and 
appropriate action related to proposed amendments to the Investment Policy 
Statements, Liquidity Policy, Derivative Investment Policy and the Delegation of 
Authority Policy.  

The Investment Management Services Agreement (IMSA) requires that UTIMCO 
review the current Investment Polices for each Fund at least annually.  The review 
includes distribution (spending) guidelines, long-term investment return 
expectations and expected risk levels, Asset Class and Investment Type allocation 
targets and ranges for each eligible Asset Class and Investment Type, expected 
returns for each Asset Class, Investment Type, and Fund, designated 
performance benchmarks for each Asset Class and/or Investment Type and such 
other matters as the UT System Board of Regents or its staff designees may 
request. The Investment Policies and Exhibits listed below are enclosed for the 
approval of the UTIMCO Board with further approval of the UT System Board of 
Regents required.  

Discussion: Mr. Zimmerman will present the FY2017 Investment Policy Recommendations.

Investment Policies
Exhibit A of the Investment Policy Statements of the Permanent University Fund 
(PUF), General Endowment Fund (GEF) and Intermediate Term Fund (ITF) and 
Exhibit B of the Investment Policy Statements for the Permanent Health Fund 
(PHF) and Long Term Fund (LTF) will be amended to reflect the proposed 
changes.  Attachment 1 reflects these proposed changes to the PUF, GEF, PHF, 
and LTF.  Attachment 2 reflects the proposed changes to the ITF.  In addition, the 
following Investment Policies were submitted to the Risk and Policy Committees 
for approval of amendments:

∑ Liquidity Policy (effective August 25, 2016)
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∑ Derivative Investment Policy (effective August 25, 2016)
∑ Delegation of Authority Policy (effective July 21, 2016)

Amendments to the Short Term Fund (STF) Investment Policy Statement effective 
September 1, 2016, were presented to and approved by the UTIMCO Board at its 
May 5, 2016 meeting.  The Separately Invested Funds (SIF) Investment Policy 
Statement was reviewed by staff and there were no recommended amendments.  
The SIF Investment Policy Statement was last amended by the Board of Regents 
in August 2012.  

Exhibits to the Investment Policy Statements
Exhibits to the Investment Policy Statements for the PUF, GEF, PHF, LTF, and 
ITF, have been amended to reflect changes proposed for FY 17.  

Attachment 1 sets forth the revised Policy Portfolio Asset Class and Investment 
Type targets and ranges for FY 2017 in Exhibits A of the PUF and GEF, and 
Exhibits B in the PHF and LTF Investment Policy Statements.  Attachment 2 sets 
forth the revised Policy Portfolio Asset Class and Investment Type targets and 
ranges for FY 2017 in Exhibit A of the ITF Investment Policy Statement.  Finally, 
the Policy Benchmarks and Expected 10-year Annual Return (Benchmark) target 
for FY 2017 have been updated and the one year downside volatility have been 
adjusted to reflect the revised Asset Class and Investment Type targets for FY 
2017.

Liquidity Policy
The Liquidity Policy has been amended to update language in the definition of 
cash and to change the ranges and trigger zones for each of the Endowment 
Funds as follows:

Page 1, Definition of Cash, deleted language requiring UTIMCO Board approval 
for other money market funds because no investment meeting the definition of 
cash needs UTIMCO Board approval; cash holdings are limited to funds rated 
AAAm by Standard & Poor’s or the equivalent by a Nationally Recognized 
Statistical Rating Organization (NRSRO).

Page 2, Liquidity Policy Profile ranges and trigger zones for each of the 
Endowment Funds in the table are being changed for FY17 and going forward.

FY 17+
Liquidity above trigger zone: 25.0%

Liquidity within trigger zone: 20.0%-25.0%

Liquidity below trigger zone: <20%
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Pages 2-3, paragraph after table, the permitted maximum for illiquid investments is 
changed from 75% to 80% of the total portfolio for the Endowment Funds.

Pages 2-3, paragraph after table, illiquid investments in the trigger zone requiring
prior approval by the Risk Committee or the UTIMCO Board are changed from 
“70% to 75%” to “75% to 80%”.

Page 3, unfunded commitments as a percent of total invested assets is increased 
from 30.0% to 35.0%.

Derivative Investment Policy
The Derivative Investment Policy has been amended to clarify staff’s delegated 
authority with respect to derivative investments consistent with the Delegation of 
Authority Policy, which was amended May 5, 2016.

The changes to the Derivative Investment Policy are as follows:

Page 2, Permitted Derivative Applications, language changed to clarify that any 
Director may require a complete review of a new Derivative Investment prior to 
implementation if it is a Permitted Derivative Application but not of the types set 
forth on Exhibit B.  

Delegation of Authority Policy
The Delegation of Authority Policy has been amended to clarify that delegated 
limits apply not only to Private Investment co-investments but to co-investments 
across all Investment Types and except for Fixed Income Investments, adds the 
same Co-investment limitations to Direct Investments.

Page 3, Contracts, changes the reporting limits on UTIMCO contracts from 
$50,000 to $100,000.

Pages 3-4, Allocation of Investment Funds to New Managers and Mandates, adds 
language to clarify that the limits on Private Investment co-investments alongside 
an existing external manager also apply to a direct Public Investment alongside an 
existing external manager.

Page 4, Changing Allocations of Investment Funds to Existing Managers and 
Mandates, adds language to clarify that the limits on Private Investment co-
investments alongside an existing external manager also apply to a direct Public 
Investment alongside an existing external manager.

Page 5, Internal Investment Management, adds language to make the direct 
management of assets by UTIMCO Staff subject to the same limitations applicable 
to Co-investments to a direct Public or Private Investment, except for Fixed 
Income Investments.  
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Minor editorial changes have also been made.

Recommendation: The Committee will request the UTIMCO Board to take appropriate action related 
to the proposed amendments to the Investment Policy Statements for the PUF, 
GEF, PHF, LTF and ITF for the fiscal year beginning September 1, 2016. The 
Committee will also request the UTIMCO Board to take appropriate action related 
to the proposed amendments to the Liquidity Policy and Derivative Investment 
Policy, effective August 25, 2016 and the Delegation of Authority Policy, effective 
July 21, 2016.

Reference: FY2017 Investment Policy Recommendations
Attachment 1 - Exhibits to Investment Policy Statements for the PUF, GEF, PHF, 
and LTF, effective September 1, 2016
Attachment 2 – Exhibit A to Investment Policy Statement for the ITF, effective 
September 1, 2016
Liquidity Policy, effective August 25, 2016
Derivative Investment Policy, effective August 25, 2016
Delegation of Authority Policy, effective July 21, 2016
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RESOLUTION RELATED TO INVESTMENT POLICIES

RESOLVED, that amendments to the Investment Policy Statements of the 
Permanent University Fund, General Endowment Fund, Permanent 
Health Fund, Long Term Fund, and Intermediate Term Fund, and
amendments to the Derivative Investment Policy and Liquidity Policy, as 
presented be, and are hereby approved, subject to approval by the Board 
of Regents of The University of Texas System; and

FUTHER RESOLVED, that amendments to the Delegation of Authority 
Policy as presented be, and are hereby approved.
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Executive Summary

Context

ß Staff believes we are in a lower-return environment, particularly for 
the next three years
- Based on Staff’s projected returns, the current Policy Portfolio is 

expected to generate 2.70% in real returns (before any value-add) and 
the proposed Policy Portfolio is expected to generate real returns of 
2.87% in FY2017

- Over a longer-term horizon (next 10 years) staff projects that the Policy 
Portfolio will generate real returns of 3.95%, before any value-add

ß This environment underscores the importance of value-add required 
to generate returns that support the current distribution rate

ß Staff does not recommend holding cash and waiting for a major 
downturn, extensive hedging, or eliminating any Asset Class or 
Investment Style in the Policy Portfolio 
- Such views might be appropriate for the short term and implemented 

tactically
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Executive Summary
Recommendations for the Endowments

ß Private Investments increase from 31% in FY2016 to 36% in FY2017

ß Increase “ceilings” in the Liquidity Policy
- Illiquid NAV from 70% / 75% to 75% / 80% (Risk Committee approval / 

Full Stop)
- Unfunded commitments from 30% to 35%

ß Decrease LCC from 29% in FY2016 to 25% in FY2017

ß Eliminate smaller Policy Portfolio targets (all currently 2.5%) for
- Commodity Futures
- Natural Resources Public Equities
- REITs

ß Keep gold at 2.5%

ß Increase MCC IGFI from 6.5% in FY2016 to 7.5% in FY2017

ß Increase MCC Public Equities
- DCE from 14% in FY2016 to 19% in FY2017

- EM from 9.5% in FY2016 to 10% in FY2017
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Summary of Draft and Revised Proposals
MCC LCC PI TOTAL

Investment Grade 6.5% 2.25% 0.0% 8.75%

Credit Related 0.0% 4.25% 3.5% 7.75%

Fixed Income Total 6.5% 6.5% 3.5% 16.5%

Real Estate 2.5% 0.5% 5.5% 8.5%

Natural Resources 7.5% 0.0% 7.5% 15.0%

Real Assets Total 10.0% 0.5% 13.0% 23.5%

Developed Country 14.0% 20.0% 11.0% 45.0%

Emerging Market 9.5% 2.0% 3.5% 15.0%

Equity Total 23.5% 22.0% 14.5% 60.0%

TOTAL 40.0% 29.0% 31.0% 100.0%

FY 2016 Policy

Fixed 
Income

Real 
Assets

Equity

MCC LCC PI TOTAL

Investment Grade 9.0% 2.0% 0.0% 11.0%

Credit Related 0.0% 4.0% 3.5% 7.5%

Fixed Income Total 9.0% 6.0% 3.5% 18.5%

Real Estate 0.0% 0.0% 7.0% 7.0%

Natural Resources 0.0% 0.0% 9.0% 9.0%

Real Assets Total 0.0% 0.0% 16.0% 16.0%

Developed Country 19.0% 18.0% 12.5% 49.5%

Emerging Market 10.0% 2.0% 4.0% 16.0%

Equity Total 29.0% 20.0% 16.5% 65.5%

TOTAL 38.0% 26.0% 36.0% 100.0%

Fixed 
Income

Real 
Assets

Equity

FYE 2017 Draft

MCC LCC PI TOTAL

Investment Grade 7.3% 2.2% 0.0% 9.5%

Credit Related 0.1% 4.2% 3.7% 8.0%

Fixed Income Total 7.4% 6.4% 3.7% 17.5%

Real Estate 2.3% 0.0% 6.4% 8.7%

Natural Resources 6.2% 0.0% 8.9% 15.1%

Real Assets Total 8.5% 0.0% 15.3% 23.8%

Developed Country 12.5% 19.5% 11.4% 43.4%

Emerging Market 9.2% 1.9% 4.2% 15.3%

Equity Total 21.7% 21.4% 15.6% 58.7%

TOTAL 37.6% 27.8% 34.6% 100.0%

5/31/2016 Actual

Fixed 
Income

Real 
Assets

Equity

MCC LCC PI TOTAL

Investment Grade 7.5% 2.0% 0.0% 9.5%

Credit Related 0.0% 4.0% 3.5% 7.5%

Fixed Income Total 7.5% 6.0% 3.5% 17.0%

Real Estate 0.0% 0.0% 7.0% 7.0%

Natural Resources 2.5% 0.0% 9.0% 11.5%

Real Assets Total 2.5% 0.0% 16.0% 18.5%

Developed Country 19.0% 17.0% 12.5% 48.5%

Emerging Market 10.0% 2.0% 4.0% 16.0%

Equity Total 29.0% 19.0% 16.5% 64.5%

TOTAL 39.0% 25.0% 36.0% 100.0%

FYE 2017 Proposal

Fixed 
Income

Real 
Assets

Equity
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Context and Process Overview

ß Investment Policies are the primary guiding and controlling 
mechanisms for the funds UTIMCO manages

ß The UT System Board of Regents is the ultimate determiner of the 
Investment Policies

ß UTIMCO staff makes Investment Policy recommendations to the 
UTIMCO Policy Committee (in a joint meeting with the Risk 
Committee), who makes recommendations to the UTIMCO Board, 
who makes recommendations to the Regents

ß The Investment Management Service Agreement requires the 
UTIMCO Board to make annual Investment Policy recommendations, 
but no changes are required
- Endowments’ (and the Intermediate Term Fund) investment strategy is 

optimized by being long term in outlook and in practice

- Adjustments, however, are always possible, and, at times, desirable

127



6

Investment Policy Major Components
ß The Endowments (PUF, GEF, LTF and PHF) and the ITF Investment 

Policies have as their main components:
- Asset Class and Investment Type Net Asset Value (NAV) targets and minimum 

and maximum range, as a percentage of total assets
• There are no specific “cell” targets and ranges

- Benchmarks are part of the Policies
• They are the starting point for portfolio construction

• They anchor measurement of staff’s value-add

- Volatility Risk budget and minimum and maximum range
- Projected annual returns and downside volatility

• Currently, there is no real impact of these projections

• In the past, actual returns in excess of projected “permitted” increased distributions

ß The Liquidity Policy sets limits on illiquid NAV and Unfunded Commitments

ß Other policies include the Derivative Investment Policy and the Short Term 
Fund Investment Policy

ß The Delegation of Authority is an intra-UTIMCO policy, determining 
guidelines under which the CIO may make investment decisions without 
seeking additional UTIMCO Board approval.  The Delegation of Authority 
Policy does not require Regental approval.
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UTIMCO Staff Process

ß The analysis and recommendations are the result of a consensus effort on the 
part of the seven person Senior Investment Team with the input from the 
almost twenty senior investment officers on UTIMCO staff

ß The work included:
- Projections as to Asset Class and Investment Type returns, over both ten-year and 

three-year horizons; projections included both the returns of the underlying 
investment (“beta”) and the expected value-add (“alpha”).

- Projections as to Asset Class and Investment Type volatility

- Projections as to correlations between Asset Classes and Investment Types

- Calculation of “Optimal Portfolios” and “Efficient” frontier, both unconstrained and 
constrained

- Review of other Endowments’ asset allocation

- Subjective recommendation of Asset Class and Investment Type target allocation, 
and minimum and maximum range

- Projection of portfolio annual returns and downside volatility

- Review and recommendation for limits on illiquidity NAV and on Unfunded 
Commitments

ß Over the past few weeks, staff met with individual Board members to get their 
input
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Private Investments
ß Staff recommends Private Investment NAV Policy Target increase

from 31% in FY2016 to 36% in FY2017

ß Maintains the strategy of continuing to build the Private Investment portfolio 
from its current level of 35% up to 40%, in a measured pace
- Private Investments provide the opportunity to realize an illiquidity return premium
- Private Investments are a great source of “alpha” since there is a wide dispersion 

between average and top quartile funds
• While this spread is shrinking over time, much like any other source of returns, Cambridge 

Associates most recent estimate is that this spread is still ~ 450bps

- Private Investment NAV results from a number of uncontrollable factors, including 
the timing and amount of capital calls and distributions, and is also highly dependent 
on total Endowment returns, and is therefore a “derived” ratio

ß Individual Board members’ feedback included
- General support for the Private Investment program
- General comfort with Private Investments up to 40% of total assets, with some 

Board members indicating comfort with higher levels and some indicating 
preference for lower levels

- Individual Board members’ views on Liquidity Policy changes were consistent with 
overall views on Private Investments

- Some concerns about future returns, high fees, and mismatch between
staff tenure / compensation and private investment return realization

Private Investment NAV
May 2016 (Actual) 35%
August 2016 (Projected) 36%
August 2017 (Projected) 39%
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LCC

ß Staff recommends LCC NAV Policy Target decrease from 29% in FY2016 
to 25% in FY2017
- Based on feedback, staff’s draft recommendation of 26% was lowered to 25%

ß Maintains the strategy of gradually reducing LCC to use as a funding 
source for the increase in Private Investments
- Gradual decrease due to

• Cautious short-term views on Public Equity market returns
• Belief in alpha-generation potential from existing LCC managers

ß Individual Board members’ feedback included
- General support for the LCC program
- Some concerns about future returns and high fees
- Some Board members suggested targets above the draft proposal of 26%, while 

some Board members suggested targets below 26%

131



10

Smaller Specific Policy Portfolio Targets

ß Staff recommends elimination of the smaller, specific Policy Portfolio 
targets (all currently 2.5%) in
- Commodity Futures

- Natural Resources Public Equities

- REITs

ß Based on feedback from individual Board members, staff’s draft 
recommendation to also eliminate the 2.5% allocation to gold was 
reversed

ß These targets were put in place at a time when we did not have this 
exposure via Private Investments that we now have
- These changes will result in a simpler Policy Portfolio

- These changes, while not eliminating the possibility of investing in these assets, 
would make current allocations “off policy” and therefore subject to more scrutiny 
and debate

ß Individual Board members feedback included
- General support for these changes
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MCC IGFI, DCE, and EM
ß Staff recommends increases as follows:

ß Increase in IGFI due to:
- Protection from potential equity market selloff
- Protection for potential global deflationary environment

ß Increase in DCE due to:
- Inclusion of REIT and Natural Resources Equities, previously separate portfolios

ß Increase in EM due to:
- Relatively attractive valuations
- Long-term structural world economy changes

ß Individual Board members’ feedback included
- General support for these changes
- Some questions regarding an increase of IGFI in an environment where overall 

Endowment returns are projected to be low
- Some questions regarding an increase of DCE and EM given

• Current valuations
• Risks of easy monetary policies ending with likely negative impact on equities
• Risks of global recessions, in particular China

FY2016 FY2017
IGFI 6.5% 7.5%
DCE 14.0% 19.0%
EM 9.5% 10.0%
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Other Changes to the Endowment 
Investment Policies

ß At this time, no changes are recommended to the Benchmarks
- Benchmarks are the starting point for portfolio construction (e.g., country 

and sector weights)

- Benchmarks measure Staff value-add, and therefore are the starting 
point for determining the majority of Staff incentive compensation

- There is work under way to evaluate the Private Investment Benchmark

ß Some changes to the minimum and maximum ranges to reflect the 
changes to the Targets

ß Changes to the Expected Returns and Downside Volatility

ß The two pages in Exhibit A of the Endowment Investment Policies 
that reflect these recommendations are shown on the following two 
pages
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Exhibit A

FYE 2016 2017 More Correlated & Constrained 

Less 
Correlated & 
Constrained 

Private 
Investments Total

Investment 
Grade

Barclays Capital Global Aggregate Index 
(6.5%7.5%)

2.25%2.0% 0.0% 8.75%9.5%

Credit-Related 0.00%
4.25%4.0% 3.5% 7.75%7.5%

Real Estate
FTSE EPRA/NAREIT Developed Index Net TRI USD 

(2.5%0.0%)
0.5%0.0% 5.5%7.0% 8.5%7.0%

Natural 
Resources

33.4% 0.0% Bloomberg Commodity Total Return 
Index , 33.3% 0.0% MSCI World Natural Resources 

Index and 33.3% 100.0% Gold Spot price (XAU) 
(7.5%2.5%) * 0.0% 7.5%9.0% 15.0%11.5%

Developed 
Country

MSCI World Index with Net Dividends (14.0%19.0%)
20.0%17.0% 11.0%12.5% 45.0%48.5%

Emerging 
Markets

MSCI EM Index with Net Dividends  (9.5%10.0%)
2.0% 3.5%4.0% 15.0%16.0%

Total 40%39% 29.0%25.0% 31.0%36.0% 100.0%

Investment Policy/Benchmarks are indicated in Black/Bold
Reportable Targets are indicated in Gray

Real Assets

Equity

Hedge Fund Research Indices Fund of 
Funds Composite Index
Custom Cambridge Fund of Funds 
Benchmark

Fixed Income

* Bloomberg  Commodity Total Return Index and MSCI World Natural Resources Index will be phased out 

monthly during FY 2017.

EXHIBIT A
(continued)

ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES AND PERFORMANCE OBJECTIVES

EFFECTIVE DATE DECEMBER 1, 2015 SEPTEMBER 1, 2016

POLICY BENCHMARKS BY ASSET CLASS AND INVESTMENT TYPE:  FYE 2016 2017
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Exhibit A

ß UT System suggested the 
“Expected Annual Real Return 
(Benchmark)” line reflect the 
longer-term assumptions on 
returns

POLICY PORTFOLIO

Min Target Max

Asset Classes

Investment Grade Fixed Income 3.0% 8.75%9.5% 25.0%

Credit-Related Fixed Income 0.0% 7.75%7.5% 30.0%

Real Estate 0.0% 8.5%7.0% 12.5%

Natural Resources 5.0%2.5% 15%11.5% 25.0%20.0%

Developed Country Equity 30.0% 45.0%48.5% 60.0%65.0%

Emerging Markets Equity 8.0% 15.0%16.0% 25.0%

Investment Types

More Correlated & Constrained 30.0% 40.0%39.0% 60.0%

Less Correlated & Constrained 25.0%20.0% 29.0%25.0% 37.5%

Private Investments 20.0% 31.0%36.0% 40.0%45.0%

POLICY BENCHMARK (reset monthly)

Barclays Capital Global Aggregate Index 6.5%7.5%

FTSE EPRA/NAREIT Developed Index Net TRI USD 2.5%0.0%
33.4% 0.0% Bloomberg  Commodity Total Return Index, 33.3% 0.0% MSCI 

World Natural Resources Index and 33.3% 100.0% Gold Spot price (XAU) * 7.5%2.5%

MSCI World Index with net dividends 14.0%19.0%

MSCI Emerging Markets with net dividends 9.5%10.0%

Hedge Fund Research Indices Fund of Funds Composite Index 29.0%25.0%

Custom Cambridge Fund of Funds Benchmark 31.0%36.0%

POLICY/TARGET RETURN/RISKS/DISTRIBUTION RATE

Expected 10-Year Annual Real Return (Benchmark) 3.9% 3.95%

One Year Downside Volatility 10.0% 10.41%

Risk Bounds

   Lower:  1 Year Downside Volatility 75%

   Upper:  1 Year Downside Volatility 115%

FYE 2016 2017

FYE 2016 2017

*The total Asset Class & Investment Type exposure, including the amount of derivatives exposure not collateralized by Cash, may not 
exceed 105% of the Asset Class & Investment Type exposures excluding the amount of derivatives exposure not collateralized by Cash.

EXHIBIT A
ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES, AND PERFORMANCE OBJECTIVES

* Bloomberg  Commodity Total Return Index and MSCI World Natural Resources Index will be phased out 
monthly during FY 2017.

EFFECTIVE DECEMBER 1, 2015 SEPTEMBER 1, 2016

FYE 2016 2017
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Intermediate Term Fund

ß Staff also discussed and is recommending certain changes to the 
Intermediate Term Fund Investment Policy

ß Consistent with the Endowments, Staff is recommending eliminating 
the specific NAV targets for
- Commodity Futures

- Natural Resources Public Equities

- REITs

ß Also consistent with the Endowments, Staff recommends increases in 
the MCC DCE (from 9% to 15%) and the MCC EM (from 6% to 7.5%)

ß The two pages in Exhibit A of the Intermediate Term Fund Investment 
Policy that reflect these recommendations are shown on the following 
two pages
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Exhibit A

FYE 2017 More Correlated & Constrained 
Less Correlated & 

Constrained Total

Investment 
Grade

Barclays Capital Global Aggregate Index 
(30.0%)

4.5% 34.5%

Credit-Related (0.0%)
7.5% 7.5%

Real Estate
FTSE EPRA/NAREIT Developed Index Net TRI 

USD (3.0%0.0%)
1.0%0.0% 4.0%0.0%

Natural 
Resources

33.4% 0.0% Bloomberg Commodity Total 
Return Index, 33.3% 0.0% MSCI World Natural 
Resources Index and 33.3% 100% Gold Spot 

price (XAU) (7.0%2.5%)* 0.0% 7.0%2.5%

Developed 
Country

MSCI World Index with Net Dividends 
(9.0%15.0%)

29.0% 38.0%44.0%

Emerging 
Markets

MSCI EM Index with Net Dividends  (6.0%7.5%)
3.0%4.0% 9.0%11.5%

Total 55.0% 45.0% 100.0%

Investment Policy/Benchmarks are indicated in Black/Bold
Reportable Targets are indicated in Gray

EXHIBIT A - INTERMEDIATE TERM FUND
(continued)

ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES AND PERFORMANCE OBJECTIVES
EFFECTIVE DATE DECEMBER 1, 2015 SEPTEMBER 1, 2016

POLICY BENCHMARKS BY ASSET CLASS AND INVESTMENT TYPE:  FYE 2016 2017

Fixed Income

Real Assets

Equity

Hedge Fund Research 
Indices Fund of Funds 
Composite Index

out monthly during FY 2017.
* Bloomberg  Commodity Total Return Index and MSCI World Natural Resources Index will be phased
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Exhibit A

POLICY PORTFOLIO

Min Target Max

Asset Classes

Investment Grade Fixed Income 20.0% 34.5% 50.0%

Credit-Related Fixed Income 0.0% 7.5% 12.0%

Real Estate 0.0% 4.0%0.0% 10.0%

Natural Resources 2.5%0.0% 7.0%2.5% 20.0%10.0%

Developed Country Equity 20.0% 38.0%44.0% 50.0%60.0%

Emerging Markets Equity 2.5% 9.0%11.5% 17.5%20.0%

Investment Types

More Correlated & Constrained 45.0% 55.0% 65.0%

Less Correlated & Constrained 35.0% 45.0% 55.0%

POLICY BENCHMARK (reset monthly)

Barclays Capital Global Aggregate Index 30.0%

FTSE EPRA/NAREIT Developed Index Net TRI USD 3.0%0.0%

33.4% 0.0% Bloomberg  Commodity Total Return Index, 33.3% 0.0% MSCI 

World Natural Resources Index and 33.3% 100.0% Gold Spot price (XAU) * 7.0%2.5%

MSCI World Index with net dividends 9.0%15.0%

MSCI Emerging Markets with net dividends 6.0%7.5%

Hedge Fund Research Indices Fund of Funds Composite Index 45.0%

POLICY/TARGET RETURN/RISKS

Expected 10-Year Annual Real Return (Benchmark) 2.4% 1.60%

One Year Downside Volatility 6.1% 6.44%

Risk Bounds

   Lower:  1 Year Downside Volatility 70.0%

   Upper:  1 Year Downside Volatility 115.0%

* Bloomberg  Commodity Total Return Index and MSCI World Natural Resources Index will be phased out monthly during 
FY 2017.

EXHIBIT A - INTERMEDIATE TERM FUND
ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES, AND PERFORMANCE OBJECTIVES

EFFECTIVE DATE DECEMBER 1, 2015 SEPTEMBER 1, 2016

FYE 2016 2017

*The total Asset Class & Investment Type exposure, including the amount of derivatives exposure not collateralized by Cash, may not exceed 100% 
of the Asset Class & Investment Type exposures excluding the amount of derivatives exposure not collateralized by Cash.

FYE 2016 2017

FYE 2016 2017
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Implementation

ß In previous years, changes to Investment Policies have sometimes 
been immediate and sometimes phased in during the course of the 
fiscal year

ß Given the magnitude of the recommended changes, Staff 
recommends that the changes be phased in during the course of the 
fiscal year (benchmark weights to be reset monthly)

ß For example, the target for commodity futures, which is 2.5% for 
August 2016, would be reduced by roughly 0.21% each month until 
reaching 0% in August 2017
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Other Policies

ß Delegation of Authority Policy
- Co-Investments: Clarified that delegated limits apply for all co-

investments across all Investment Types (not just Private Investments)

- Direct investments, other than Fixed Income investments, limited to 
the same amounts as co-investments (currently there is no limit)

ß Derivative Investment Policy
- Amended to clarify staff’s delegated authority with respect to derivative 

investments consistent with the Delegation of Authority Policy

ß Liquidity Policy
- Increase the ceiling for illiquid NAV from 70% / 75% to 75% / 80% 

(Risk Committee approval / Full Stop)

- Increase the ceiling for unfunded commitments from 30% to 35%
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Return Projections (Three Years)
ß UTIMCO staff also developed shorter term (three years) return projections

ß The three-year return projections are lower than the ten-year projections across 
all asset classes and investment types
- Since it is across the board, this has little effect on the optimal portfolio for a given level 

of risk

MCC: IGFI 1.0% - 2.0% 1.8% 1.6%

Credit 2.0% - 4.0% 3.0% 2.8%

Real Estate 2.0% - 4.0% 4.0% 3.5%

Nat Res: Commodities 1.0% - 4.0% 2.5% 2.4%

Equities 3.0% - 6.0% 4.5% 4.8%

Dev Cntry Equities 1.0% - 4.0% 4.0% 3.3%

EM Equities 3.0% - 6.0% 5.0% 5.0%

LCC 1.0% - 4.1% 3.5% 2.9%

PI:    Credit 3.0% - 7.0% 6.5% 6.0%

Real Estate 6.0% - 7.5% 7.0% 6.8%

Nat Res 6.0% - 12.0% 7.5% 8.2%

Developed Countries 3.0% - 8.0% 7.0% 6.4%

EM Equities 5.0% - 8.0% 5.8% 6.0%

PI Average 4.5% - 7.5% 7.2% 6.8%

Inflation 1.25% - 2.0% 1.6% 1.6%

3-year expected returns ("beta")

MeanRange Median

MCC: IGFI 1.3% - 3.0% 2.4% 2.3%

Credit 2.4% - 5.5% 4.0% 4.0%

Real Estate 2.0% - 5.0% 4.3% 4.0%

Nat Res: Commodities 1.0% - 4.5% 2.5% 2.8%

Equities 4.0% - 6.5% 5.6% 5.4%

Dev Cntry Equities 3.0% - 6.0% 5.5% 4.9%

EM Equities 5.0% - 7.5% 7.0% 6.7%

LCC 4.0% - 6.3% 5.4% 5.3%

PI:    Credit 4.5% - 11.0% 8.3% 8.2%

Real Estate 7.5% - 11.0% 9.0% 9.2%

Nat Res 7.5% - 15.0% 10.8% 10.8%

Developed Countries 4.5% - 13.0% 9.3% 9.1%

EM Equities 5.0% - 12.5% 7.8% 8.2%

PI Average 6.0% - 12.1% 9.4% 9.3%

Inflation 1.25% - 2.0% 1.6% 1.6%

3-year expected returns ("beta" plus "alpha")

MeanRange Median
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Return Projections (Ten Years)
ß UTIMCO staff received various return projections and developed 

their own projections

MCC: IGFI 1.5% - 3.0% 3.0% 2.6%

Credit 2.0% - 5.0% 5.0% 4.5%

Real Estate 4.0% - 6.0% 6.0% 5.3%

Nat Res: Commodities 1.0% - 4.0% 3.5% 2.9%

Equities 4.0% - 8.0% 6.0% 6.2%

Dev Cntry Equities 4.0% - 6.5% 6.0% 5.6%

EM Equities 4.0% - 8.0% 6.8% 6.7%

LCC 2.0% - 5.8% 4.0% 4.0%

PI:    Credit 7.0% - 9.0% 8.0% 7.8%

Real Estate 7.5% - 11.0% 9.3% 9.2%

Nat Res 8.0% - 13.0% 9.8% 10.1%

Developed Countries 8.0% - 11.4% 10.0% 9.6%

EM Equities 5.0% - 11.0% 7.1% 7.5%

PI Average 7.5% - 10.9% 9.3% 9.2%

Inflation 1.7% - 3.0% 2.5% 2.4%

10-year expected returns ("beta")

MeanRange Median

MCC: IGFI 1.8% - 4.0% 3.7% 3.3%

Credit 2.4% - 7.0% 6.0% 5.6%

Real Estate 4.0% - 7.0% 6.3% 5.8%

Nat Res: Commodities 1.0% - 5.0% 3.5% 3.3%

Equities 5.0% - 8.5% 6.9% 6.8%

Dev Cntry Equities 5.0% - 8.0% 7.5% 7.3%

EM Equities 5.0% - 9.5% 9.3% 8.4%

LCC 4.5% - 8.0% 6.6% 6.4%

PI:    Credit 8.5% - 12.0% 10.3% 10.2%

Real Estate 9.0% - 13.0% 12.0% 11.6%

Nat Res 9.5% - 14.5% 13.3% 12.7%

Developed Countries 9.5% - 16.0% 11.5% 12.3%

EM Equities 6.0% - 13.3% 11.0% 10.0%

PI Average 9.0% - 14.3% 12.0% 11.8%

Inflation 1.7% - 3.0% 2.5% 2.4%

10-year expected returns ("beta" plus "alpha")

MeanRange Median
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Volatility and Correlation Projections

ß For each Asset Class and Investment Type, volatility and correlations 
were projected.  Special care was taken with Private Investments, as 
their reported returns tend to be smoothed and lagged.

Volatility Cash
I.G. Fixed 
Income

High-
yield 

bonds
REITs

Commod
ities

Nat Res 
Equities

US Equity
Dev ex 

US 
Equities

EM 
Equities

LCC
Priv Real 

Estate
Private 
ex RE

Cash 1% 1 0.26 0.09 -0.09 0.01 -0.01 -0.01 0.01 0.01 -0.01 0.01 0.01
I.G. Fixed Income 6% 1 0.29 0.16 0.06 0.09 0.14 0.11 0.01 0.14 0.02 0.1
High-yield bonds 13% 1 0.44 -0.01 0.41 0.51 0.59 0.29 0.51 0.21 0.39
REITs 21% 1 0.11 0.69 0.34 0.36 0.36 0.34 0.49 0.13
Commodities 28% 1 0.19 -0.01 0.01 0.21 0.115 -0.01 0.05
Nat Res Equities 19% 1 0.41 0.69 0.69 0.46 0.21 0.39
US Equity 17% 1 0.79 0.74 0.585 0.31 0.75
Dev ex US Equities 19% 1 0.76 0.615 0.29 0.69
EM Equities 24% 1 0.54 0.24 0.65
LCC 9% 1 0.23 0.49
Priv Real Estate 21% 1 0.11
Private ex RE 25% 1
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Optimal Portfolios and Efficient Frontier: 
Unconstrained

ß With projected returns, volatilities and correlations, it is possible to construct, 
for any given level of desired returns, the portfolio that minimizes volatility risk

ß These models gravitate towards “extreme” portfolios.  For example, they tend 
to recommend bimodal portfolios of private equity alongside fixed income, 
with no public equities
- The optimization procedure focuses on volatility risk, and ignores other types of risk, 

such as illiquidity risk

ß Shown below are “unconstrained” Optimal Portfolios and Efficient Frontiers 
for the three-year and the ten-year return projections, with alpha
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Optimal Portfolios and Efficient Frontier: 
Constrained Portfolios

ß A second set of models assumes there are certain constraints on the 
portfolio, usually anchored by the existing portfolio and certain 
“absolutes” (e.g., liquidity requirements)

ß For this analysis, the Private Investment portfolio was constrained to be 
no more than 36% of the Endowments, and MCC IGFI was constrained 
to be no less than 9%

ß Shown below are “constrained” Optimal Portfolios and Efficient Frontiers 
for the three-year and the ten-year return projections, with alpha
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Asset Class and Investment Type
NAV Target Recommendations

ß Each member of the Senior Staff 
made a recommendation for the 
FY2017 Policy Portfolio.  The table 
shows the range of suggestions, 
the median and the mean, and 
what Staff recommends after much 
deliberation

ß The range of Senor Investment 
Team recommended Asset Class 
and Investment Type allocations 
was relatively narrow

ß The recommended Policy Targets 
are very similar to the Median and 
Mean of the Team’s individual 
recommendations

MCC: IGFI 6.0% - 9.0% 6.8% 7.1% 9.0%

Credit 0.0% - 0.0% 0.0% 0.0% 0.0%

Real Estate 0.0% - 2.0% 0.5% 0.8% 0.0%

Nat Res: Commodities 0.0% - 5.0% 2.3% 2.2% 0.0%

Equities 0.0% - 5.0% 2.5% 2.7% 0.0%

Dev Cntry Equities 12.0% - 15.0% 13.0% 13.3% 19.0%

EM Equities 9.0% - 11.0% 9.3% 9.5% 10.0%

MCC TOTAL 32.5% - 40.0% 35.0% 35.4% 38.0%

LCC:   IGFI (macro) 2.3% - 3.0% 2.5% 2.5% 2.0%

Credit 3.5% - 5.0% 4.1% 4.1% 4.0%

Real Estate 0.0% - 0.0% 0.0% 0.0% 0.0%

Nat Res 0.0% - 1.0% 0.0% 0.2% 0.0%

Developed Countries 17.5% - 20.0% 18.0% 18.4% 18.0%

EM 2.0% - 2.5% 2.0% 2.1% 2.0%

LCC TOTAL 26.0% - 29.5% 27.3% 27.3% 26.0%

PI:    Credit 2.0% - 4.0% 3.3% 2.7% 3.5%

Real Estate 6.0% - 8.0% 7.5% 6.2% 7.0%

Nat Res 9.0% - 11.0% 9.3% 8.2% 9.0%

Developed Countries 11.0% - 13.0% 12.8% 10.4% 12.5%

EM Equities 3.5% - 5.0% 4.0% 3.5% 4.0%

PI TOTAL 34.0% - 39.0% 37.8% 37.3% 36.0%

Recommend-
ation

Range Median Mean

FY2017 Target Recommendations
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Recommended Portfolio in the Context of 
Optimal Portfolios and Efficient Frontier
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“Optimal Portfolio” vs Recommended Portfolio

ß In the theoretically Optimal Portfolio the 55% that is not allocated to 
Private Investments (36%) or MCC-IGFI (9%) is allocated 50% to 
LCC and 5% to MCC-EM.

ß In the portfolio staff recommends, this 55% is allocated 26% to LCC, 
19% to MCC-DCE and 10% to MCC-EM
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(Volatility: 12.3%)

Practical
Proposed
Portfolio

(Volatility: 14.2%)ß The lower proposed allocation to LCC 
is driven by:
- Liquidity considerations

- Capacity limits with the top LCC managers

- The desire to maintain the opportunity for 
upside scenario returns in the MCC book

ß The proposed allocation to MCC-DCE 
(and not just MCC-EM) is driven by:
- Better liquidity
- Higher quality / conviction
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Peer Allocations
FY2016 Policies, as communicated June 30, 2015

Yale Harvard Princeton UPenn Michigan
Notre 
Dame

North-
western

Stanford Average UT-2016

8.5% 13.0% 5.0% 5.7% 15.0% 8.0% 17.0% 5.0% 9.7% 6.5%

5.0%

REITs 2.5%
Nat Res 2.5%
Domestic
Developed ex US 8.0% 6.0% 16.1%
Emerging 10.0% 10.0% 10.2% 9.5%

18.5% 29.0% 26.0% 41.4% 30.0% 35.0% 28.0% 29.0% 29.6% 28.5%

27.0% 42.0% 31.0% 47.1% 45.0% 43.0% 45.0% 34.0% 39.3% 40.0%

21.5% 16.0% 25.0% 31.3% 15.0% 15.0% 18.0% 22.0% 20.5% 29.0%

Natural Resources 8.5% 11.0% 4.6% 8.0% 10.0% 8.5% 7.5%
Real Estate 13.0% 13.0% 5.4% 12.0% 8.0% 9.7% 5.5%
LBO 16.0% 12.0% 11.4%
Venture 14.0% 8.0% 10.7%

51.5% 42.0% 44.0% 21.6% 40.0% 42.0% 37.0% 44.0% 40.3% 31.0%

18.0%

4.0% 11.0% 10.0% 15.1% 12.0% 10.0% 10.5%

14.0%

Commodities

ALL FIXED INCOME

Equities 30.0% 35.0%

14.5% 16.0% 19.0% 19.1%

ALL LONG ONLY EQUITY

TOTAL (MCC)

Hedge Funds

Real 
Assets

19.0% 15.0% 18.0%

26.0%

TOTAL (Private)

Private 
Equity

18.0% 25.0% 11.6% 27.0% 19.0%

ß Fixed Income ranges from 5% to 17% and averages 10%

ß Public Equity ranges from 19% to 41% and averages 30%

ß Hedge Funds range from 15% to 31% and average 20%

ß Private Investments range from 22% to 52% and average 40%
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Liquidity Policy
ß The Liquidity Policy has two major controls on portfolio illiquidity:

ß Illiquid NAV trigger zone and maximum
- Based on three-month illiquidity in normal markets
- Current limits are:

• At 70% illiquidity, any new illiquid commitments require UTIMCO Risk Committee 
approval (beginning of the Trigger Zone)

• At 75% illiquidity, no new illiquid commitments are possible (maximum)

- These limits were set in FY2010, when Privates Investments were 22% 
and total illiquidity was 53%; currently, Privates Investments are 35% and 
total illiquidity is 63%

- Staff recommends changing the beginning of the Trigger Zone from 70% to 
75% and the maximum from 75% to 80%

ß Unfunded Commitments
- At 30% Unfunded Commitments (as a percentage of Endowment Total 

Assets), any new illiquid commitments require UTIMCO’s Risk Committee 
approval

- The limit was set in FY2010, when Unfunded Commitments were 15%; 
currently they are 25%

- Staff recommends changing the Unfunded Commitments maximum from 
30% to 35%
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POLICY PORTFOLIO
Min Target Max

Asset Classes
Investment Grade Fixed Income 3.0% 8.75%9.5% 25.0%
Credit-Related Fixed Income 0.0% 7.75%7.5% 30.0%
Real Estate 0.0% 8.5%7.0% 12.5%
Natural Resources 5.0%2.5% 15%11.5% 25.0%20.0%
Developed Country Equity 30.0% 45.0%48.5% 60.0%65.0%
Emerging Markets Equity 8.0% 15.0%16.0% 25.0%

Investment Types
More Correlated & Constrained 30.0% 40.0%39.0% 60.0%
Less Correlated & Constrained 25.0%20.0% 29.0%25.0% 37.5%
Private Investments 20.0% 31.0%36.0% 40.0%45.0%

POLICY BENCHMARK (reset monthly)
Barclays Capital Global Aggregate Index 6.5%7.5%
FTSE EPRA/NAREIT Developed Index Net TRI USD 2.5%0.0%
33.4% 0.0% Bloomberg  Commodity Total Return Index, 33.3% 0.0% MSCI World 
Natural Resources Index and 33.3% 100.0% Gold Spot price (XAU) * 7.5%2.5%
MSCI World Index with net dividends 14.0%19.0%
MSCI Emerging Markets with net dividends 9.5%10.0%
Hedge Fund Research Indices Fund of Funds Composite Index 29.0%25.0%
Custom Cambridge Fund of Funds Benchmark 31.0%36.0%

POLICY/TARGET RETURN/RISKS/DISTRIBUTION RATE
Expected 10-Year Annual Real Return (Benchmark) 3.9% 3.95%
One Year Downside Volatility 10.0% 10.41%
Risk Bounds
   Lower:  1 Year Downside Volatility 75%
   Upper:  1 Year Downside Volatility 115%

* Bloomberg Commodity Total Return Index and MSCI World Natural Resources Index will be phased out monthly 
during FY 2017.

EFFECTIVE DECEMBER 1, 2015 SEPTEMBER 1, 2016

FYE 2016 2017

ATTACHMENT 1
EXHIBIT A

ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES, AND PERFORMANCE OBJECTIVES

FYE 2016 2017

FYE 2016 2017

*The total Asset Class & Investment Type exposure, including the amount of derivatives exposure not collateralized by Cash, may not exceed 
105% of the Asset Class & Investment Type exposures excluding the amount of derivatives exposure not collateralized by Cash.
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FYE 2016 2017 More Correlated & Constrained 

Less 
Correlated & 
Constrained 

Private 
Investments Total

Investment 
Grade Barclays Capital Global Aggregate Index (6.5%7.5%)

2.25%2.0% 0.0% 8.75%9.5%

Credit-Related 0.00%
4.25%4.0% 3.5% 7.75%7.5%

Real Estate FTSE EPRA/NAREIT Developed Index Net TRI USD 
(2.5%0.0%) 0.5%0.0% 5.5%7.0% 8.5%7.0%

Natural 
Resources

33.4% 0.0% Bloomberg Commodity Total Return Index 
, 33.3% 0.0% MSCI World Natural Resources Index and 

33.3% 100.0% Gold Spot price (XAU) (7.5%2.5%) * 0.0% 7.5%9.0% 15.0%11.5%

Developed 
Country MSCI World Index with Net Dividends (14.0%19.0%)

20.0%17.0% 11.0%12.5% 45.0%48.5%

Emerging 
Markets MSCI EM Index with Net Dividends  (9.5%10.0%)

2.0% 3.5%4.0% 15.0%16.0%
Total 40%39% 29.0%25.0% 31.0%36.0% 100.0%

Investment Policy/Benchmarks are indicated in Black/Bold
Reportable Targets are indicated in Gray

ATTACHMENT 1
EXHIBIT A

(continued)
ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES AND PERFORMANCE OBJECTIVES

EFFECTIVE DATE DECEMBER 1, 2015 SEPTEMBER 1, 2016

POLICY BENCHMARKS BY ASSET CLASS AND INVESTMENT TYPE:  FYE 2016 2017

Real Assets

Equity

Hedge Fund Research Indices Fund of 
Funds Composite Index
Custom Cambridge Fund of Funds 
Benchmark

Fixed Income

* Bloomberg Commodity Total Return Index and MSCI World Natural Resources Index will be phased out monthly 
during FY 2017.
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POLICY PORTFOLIO
Min Target Max

Asset Classes
Investment Grade Fixed Income 20.0% 34.5% 50.0%
Credit-Related Fixed Income 0.0% 7.5% 12.0%
Real Estate 0.0% 4.0%0.0% 10.0%
Natural Resources 2.5%0.0% 7.0%2.5% 20.0%10.0%
Developed Country Equity 20.0% 38.0%44.0% 50.0%60.0%
Emerging Markets Equity 2.5% 9.0%11.5% 17.5%20.0%

Investment Types
More Correlated & Constrained 45.0% 55.0% 65.0%
Less Correlated & Constrained 35.0% 45.0% 55.0%

POLICY BENCHMARK (reset monthly)
Barclays Capital Global Aggregate Index 30.0%
FTSE EPRA/NAREIT Developed Index Net TRI USD 3.0%0.0%
33.4% 0.0% Bloomberg  Commodity Total Return Index, 33.3% 0.0% MSCI World 
Natural Resources Index and 33.3% 100.0% Gold Spot price (XAU) * 7.0%2.5%
MSCI World Index with net dividends 9.0%15.0%
MSCI Emerging Markets with net dividends 6.0%7.5%
Hedge Fund Research Indices Fund of Funds Composite Index 45.0%

POLICY/TARGET RETURN/RISKS
Expected 10-Year Annual Real Return (Benchmark) 2.4% 1.60%
One Year Downside Volatility 6.1% 6.44%
Risk Bounds
   Lower:  1 Year Downside Volatility 70.0%
   Upper:  1 Year Downside Volatility 115.0%

* Bloomberg Commodity Total Return Index and MSCI World Natural Resources Index will be phased out monthly during FY 2017.

ATTACHMENT 2
EXHIBIT A - INTERMEDIATE TERM FUND

ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES, AND PERFORMANCE OBJECTIVES
EFFECTIVE DATE DECEMBER 1, 2015 SEPTEMBER 1, 2016

FYE 2016 2017

*The total Asset Class & Investment Type exposure, including the amount of derivatives exposure not collateralized by Cash, may not exceed 100% of the 
Asset Class & Investment Type exposures excluding the amount of derivatives exposure not collateralized by Cash.

FYE 2016 2017

FYE 2016 2017
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ATTACHMENT 2

FYE 2017 More Correlated & Constrained 
Less Correlated & 

Constrained Total

Investment 
Grade Barclays Capital Global Aggregate Index (30.0%)

4.5% 34.5%

Credit-Related (0.0%)
7.5% 7.5%

Real Estate FTSE EPRA/NAREIT Developed Index Net TRI USD 
(3.0%0.0%) 1.0%0.0% 4.0%0.0%

Natural 
Resources

33.4% 0.0% Bloomberg Commodity Total Return 
Index, 33.3% 0.0% MSCI World Natural Resources 

Index and 33.3% 100% Gold Spot price (XAU) 
(7.0%2.5%)* 0.0% 7.0%2.5%

Developed 
Country MSCI World Index with Net Dividends (9.0%15.0%)

29.0% 38.0%44.0%

Emerging 
Markets MSCI EM Index with Net Dividends  (6.0%7.5%)

3.0%4.0% 9.0%11.5%
Total 55.0% 45.0% 100.0%

Investment Policy/Benchmarks are indicated in Black/Bold
Reportable Targets are indicated in Gray

* Bloomberg Commodity Total Return Index and MSCI World Natural Resources Index will be phased out 
monthly during FY 2017.

Fixed Income

Real Assets

Equity

Hedge Fund Research 
Indices Fund of Funds 
Composite Index

EXHIBIT A - INTERMEDIATE TERM FUND
(continued)

ASSET CLASS AND INVESTMENT TYPE TARGETS, RANGES AND PERFORMANCE OBJECTIVES
EFFECTIVE DATE DECEMBER 1, 2015 SEPTEMBER 1, 2016

POLICY BENCHMARKS BY ASSET CLASS AND INVESTMENT TYPE:  FYE 2016 2017
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Effective Date of Policy:   November 5, 2015August 25, 2016 
Date Approved by U. T. System Board of Regents:  November 5, 2015August 25, 2016 
Date Approved by UTIMCO Board:  October 15, 2015July 21, 2016 
Original Effective Date of Policy:  August 7, 2003 
Supersedes:  Liquidity Policy dated August 21, 2014November 5, 2015 
 
Purpose: 
The purpose of this Liquidity Policy is to establish limits on the overall liquidity profile of investments in (1) the 
Permanent University Fund (PUF) and the General Endowment Fund (GEF), hereinafter collectively referred to as 
the Endowment Funds and, (2) the Intermediate Term Fund (ITF).  For the purposes of this policy, “liquidity” is 
defined as a measure of the ability of an investment position to be converted into Cash.  The established liquidity 
profile limits will act in conjunction with, but do not supersede, the Investment Policies adopted by the U. T. System 
Board of Regents. 
 
Objective: 
The objective of this Liquidity Policy is to control the element of total risk exposure of the Endowment Funds and 
the ITF stemming from the uncertainties associated with the ability to convert longer term investments to Cash to 
meet immediate needs or to change investment strategy, and the potential cost of that conversion.  
 
Scope: 
This Liquidity Policy applies to all PUF, GEF, and ITF investments made by The University of Texas Investment 
Management Company (UTIMCO), both by internal and by external managers.  Policy implementation will be 
managed at the aggregate UTIMCO level and will not be a responsibility of individual internal or external managers 
managing a portion of the aggregate assets.   
 
Definition of Liquidity Risk: 
“Liquidity risk” is defined as that element of total risk resulting from the uncertainty associated with both the cost 
and time period necessary to convert existing investment positions to Cash.  Liquidity risk also entails obligations 
relating to the unfunded portions of capital commitments.  Liquidity risk can result in lower than expected returns 
and reduced opportunity to make changes in investment positions to respond to changes in capital market conditions.   
 
Definition of Cash: 
Cash is defined as short term (generally securities with time to maturity or mandatory purchase or redemption of 
three months or less), highly liquid investments that are readily convertible to known amounts and which are subject 
to a relatively small risk of changes in value.  Holdings may include: 

• the existing Dreyfus Institutional Preferred Money Market Fund mandate and any other UTIMCO Board 
approved SEC Rule 2a-7 money market fund rated AAAm by Standard & Poor’s or the equivalent by a 
Nationally Recognized Statistical Rating Organization (NRSRO), 

• securities of the U.S. Treasury and U.S. Agencies and their instrumentalities with maturities of 397 days or 
less, 

• separately managed accounts with investment guidelines equivalent to, or more stringent than, unaffiliated 
liquid investment funds rated AAAm by Standard & Poor's Corporation or the equivalent by a NRSRO, 

• the Custodian’s late deposit interest bearing liquid investment fund, 
• municipal short term securities, 
• commercial paper rated in the two highest quality classes by Moody’s Investor Service, Inc. (P1 or P2) or 

Standard & Poor’s Corporation (A1 or A2 or the equivalent), 
• negotiable certificates of deposit with a bank that is associated with a holding company whose short-term 

rating meets the commercial paper rating criteria specified above or that has a certificate of deposit rating 
of 1 or better by Duff & Phelps, and 

157



The University of Texas Investment Management Company 
Liquidity Policy 

           
 

UTIMCO 11/05/201508/25/2016  2 

• repurchase agreements and reverse repurchase agreements transacted with a dealer that is approved by 
UTIMCO and selected by the Federal Reserve as a Primary Dealer in U.S. Treasury securities and rated A-
1 or P-1 or the equivalent. 

 
Liquidity Risk Measurement-The Liquidity Profile: 
For the purposes of this Liquidity Policy, potential liquidity risk will be monitored by measuring the aggregate 
liquidity profile of the Endowment Funds and ITF.  All individual investments within the Endowment Funds and 
ITF will be segregated into two categories: 

• Liquid:  Investments that could be converted to Cash within a period of 90 days or less in an 
orderly market at a discount of 10% or less.  

 
• Illiquid: Investments that could be converted to Cash in an orderly market over a period of 

more than 90 days or in a shorter period of time by accepting a discount of more than 10%.  
 
UTIMCO staff will report individual investments within the Endowment Funds and ITF categorized as follows: 
 

• Cash: Short term (generally securities with time to maturity or mandatory purchase or 
redemption of three months or less), highly liquid investments that are readily convertible to 
known amounts and which are subject to a relatively small risk of changes in value. 
 

• Liquid (Weekly):  Investments that could be converted to Cash within a period of one day to 
less than 7 days in an orderly market at a discount of 5% or less.  

 
• Liquid (Quarterly):  Investments that could be converted to Cash within a period of 90 days or 

less in an orderly market at a discount of 10% or less. 
 

• Liquid (Annual):  Investments that could be converted to Cash within a period of one day to 
less than 365 days in an orderly market at a discount of 10% or less. 

 
The measurements necessary to segregate all existing investments into one of the two categories assume normally 
functioning capital markets and cash market transactions.  In addition, swaps, derivatives, or other third party 
arrangements to alter the status of an investment classified as illiquid may be considered, with the prior approval of 
the UTIMCO Board or the Risk Committee, in determining the appropriate liquidity category for each investment. 
 
The result of this liquidity risk measurement process will be a liquidity profile for the Endowment Funds and the 
ITF which indicates the percentage of the total portfolio assets within each liquidity category.  This Liquidity Policy 
defines the acceptable range of percentage of total assets within each liquidity category, specifies “trigger zones” 
requiring special review by UTIMCO staff and special action by the UTIMCO Board or the Risk Committee, and 
specifies the method of monitoring and presenting actual versus policy liquidity profiles. 
 
Liquidity Policy Profile: 
The current Liquidity Policy Profile ranges and trigger zones for each of the Endowment Funds are defined by the 
table below: 

 
  FY 1417+  
Liquidity above trigger zone:  30.025.0%  
 
Liquidity within trigger zone:  25.020.0%-30.025.0%  
 
Liquidity below trigger zone:  <25.020.0%  
 
The permitted maximum for illiquid investments is 7580% of the total portfolio for the Endowment Funds. 
Investments for the Endowment Funds that maintain liquidity above the trigger zone do not require any action by the 

158



The University of Texas Investment Management Company 
Liquidity Policy 

           
 

UTIMCO 11/05/201508/25/2016  3 

Risk Committee.  Any illiquid investments made in the 7075% to 7580% trigger zone require prior approval by the 
Risk Committee. No investment may be made for the Endowment Funds which would cause illiquidity to be greater 
than 7580%.  
 
The current Liquidity Policy Profile ranges and trigger zones for the ITF are defined by the table below: 
 
  FY 14+   
Liquidity above trigger zone:  50% 
 
Liquidity within trigger zone:  45%-50% 
 
Liquidity below trigger zone:  <45% 
 
The permitted maximum for illiquid investments is 55% of the total portfolio for the ITF. Investments for the ITF 
that maintain liquidity above the trigger zone do not require any action by the Risk Committee.  Any illiquid 
investments made in the 50% to 55% trigger zone require prior approval by the Risk Committee.  No investment 
may be made for the ITF which would cause illiquidity to be greater than 55%. 
 
Risk Committee review of new investments in the illiquid trigger zone will supplement, rather than replace, the 
procedures established by the UTIMCO Board for the approval of new investments. 
   
Unfunded Commitments: 
 
As used herein, “unfunded commitments” refers to capital that has been legally committed from an Endowment 
Fund and has not yet been called but may still be called by the general partner or investment manager.  The 
Maximum Permitted Amount of unfunded commitments for each Endowment Fund is: 
 
       
  FY 1417+  
Unfunded Commitments as a percent of total invested assets:  30.035.0%  
 
No new commitments may be made for an Endowment Fund without approval from the Risk Committee if the 
actual amount of unfunded commitments for such Endowment Fund exceeds, or, as a result of such commitment, 
would exceed the Maximum Permitted Amount. 
 
Documentation and Controls: 
Managing Directors responsible for each asset class are responsible for determining the liquidity category for each 
investment in that asset class as well as the amount of unfunded commitments for each Endowment Fund.  The 
determination of liquidity will include underlying security trading volumes, notice periods, redemption dates, lock-
up periods, and “soft” and “hard” gates.  These classifications will be reviewed by the Risk Manager and the Chief 
Compliance Officer, and must receive final approval from the Chief Investment Officer.  Classifications and weights 
within each liquidity category will be updated and reported on a monthly basis.  All new investments considered will 
be categorized by liquidity category, and a statement regarding the effect on overall liquidity and the amount of 
unfunded commitments for each Endowment Fund of the addition of a new investment must be an element of the 
due diligence process and will be a part of the recommendation report to the UTIMCO Board. 
   
As additional safeguards, trigger zones have been established as indicated above to trigger required review and 
action by the UTIMCO Board or the Risk Committee in the event any investment action would cause the actual 
investment position in illiquid investments to enter the designated trigger zone, or in the event market actions caused 
the actual investment position in illiquid investments to move into trigger zones.  In addition, any proposed 
investment actions which would increase the actual investment position in illiquid investments in any of the PUF, 
the GEF, or the ITF by 10% or more of the total asset value of such fund would also require review and action by 
the UTIMCO Board or the Risk Committee prior to the change.  Any actual positions in any trigger zones or outside 
the policy ranges will be communicated to the Chief Investment Officer immediately.  The Chief Investment Officer 

159



The University of Texas Investment Management Company 
Liquidity Policy 

           
 

UTIMCO 11/05/201508/25/2016  4 

will then determine the process to be used to eliminate the exception and report promptly to the UTIMCO Board and 
the Risk Committee the circumstances of the deviation from Policy and the remedy to the situation.  Furthermore, as 
indicated above, no new commitments may be made for an Endowment Fund without approval from the Risk 
Committee if the actual amount of unfunded commitments for such Endowment Fund exceeds, or, as a result of such 
new commitment, would exceed, the Maximum Permitted Amount. 
 
Reporting: 
The actual liquidity profiles of the Endowment Funds and the ITF, including a detailed analysis of liquidity by 
category, and the status of unfunded commitments for each Endowment Fund, and compliance with this Liquidity 
Policy will be reported to the UTIMCO Board on at least a quarterly basis.  Any exception to this Liquidity Policy 
and actions taken to remedy the exception will be reported promptly.  
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Effective Date of Policy:   November 5, 2015August 25, 2016 
Date Approved by U. T. System Board of Regents:  November 5, 2015August 25, 2016 
Date Approved by UTIMCO Board:    October 15, 2015July 12, 2016 
Supersedes:  Derivative Investment Policy approved August 21, 2014November 5, 2015 
 
Purpose: 
The purpose of the Derivative Investment Policy is to set forth the applications, documentation and limitations for 
investment in derivatives in the Permanent University Fund (PUF), the General Endowment Fund (GEF), the 
Intermediate Term Fund (ITF), and the Separately Invested Funds (SIF), hereinafter referred to as the Funds.  The 
Board of Regents approved investment policy guidelines for the Funds to allow for investment in derivatives provided 
that their use is in compliance with UTIMCO’s Board approved Derivative Investment Policy.  This Derivative 
Investment Policy supplements the Investment Policy Statements for the Funds. 
 
Objective: 
The objective of investing in derivatives is to facilitate risk management and provide efficiency in the implementation 
of various investment strategies for the Funds.  Derivatives can provide the Funds with more economical means to 
improve the Funds’ risk/return profile.   
 
Scope: 
This Policy applies to all derivatives in the Funds executed by UTIMCO staff and by external managers operating under 
an Agency Agreement.   This Policy does not apply to external managers operating under limited partnership 
agreements, offshore corporations, or other Limited Liability Entities that limit the liability exposure of the Funds’ 
investments.  Derivative policies for external managers are established on a case-by-case basis with each external 
manager, as described below.   
 
This Policy applies to both Exchange Traded Derivatives and Over the Counter (OTC) derivatives.  This Policy shall 
not be construed to apply to index or other common or commingled funds that are not controlled by UTIMCO.  These 
commingled investment vehicles are governed by separate investment policy statements.     
 
External Managers: 
External managers are selected to manage the Funds’ assets under either an Agency Agreement or through a Limited 
Liability Entity.  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 investment objectives of the account and in compliance with this Policy.   
The use of derivatives by an external manager operating under an Agency Agreement shall be approved by the 
UTIMCO Chief Investment Officer only for external managers that (i) demonstrate investment expertise in their use, (ii) 
have appropriate risk management and valuation policies and procedures, and (iii) effectively monitor and control their 
use.   
 
While this Policy does not specifically include external managers operating through a Limited Liability Entity, it is 
noted that selecting and monitoring external managers through a Limited Liability Entity requires a clear understanding 
of the external managers’ use of derivatives, particularly as it relates to various risk controls and leverage.  The 
permitted uses of derivatives and leverage must be fully documented in the limited liability agreements with these 
managers.     
 
Definition of Derivatives: 
Derivatives are financial instruments whose value is derived, in whole or part, from the value of any one or more 
underlying securities or assets, or index of securities or assets (such as bonds, stocks, commodities, and currencies).  For 
the purposes of this Policy, derivatives shall include Derivative Investments but shall not include a broader range of 
securities, such as mortgage backed securities, structured notes (including participation notes), convertible bonds, 
exchange traded funds (ETFs), and Bona Fide Spot Foreign Exchange Transactions.  Derivatives may be purchased 
through a national or international exchange or through an OTC direct arrangement with a Counterparty.  Refer to the 
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attached Exhibit A for a glossary of terms.  If it is unclear whether a particular financial instrument meets the definition 
of Derivative Investment, the Risk Manager and Chief Compliance Officer, in consultation with the Chief Investment 
Officer, will determine whether the financial instrument is a Derivative Investment.  The Chief Investment Officer will 
report such determinations to the Chairman of the Risk Committee. 
 
Permitted Derivative Applications: 
The primary intent of derivatives should be to hedge risk in portfolios or to implement investment strategies more 
effectively and at a lower cost than would be possible in the Cash Market. 
 
Permitted Derivative Applications are Derivative Investments used: 

• To implement investment strategies in a low cost and efficient manner; 
• To alter the Funds’ market (systematic) exposure without trading the underlying Cash Market securities 

through purchases or short sales, or both, of appropriate derivatives;   
• To construct portfolios with risk and return characteristics that could not be created with Cash Market 

securities; 
• To hedge and control risks; or 
• To facilitate transition trading. 

   
UTIMCO staff may not enter into any Derivative Investment that is not a Permitted Derivative Application.  To the 
extent that a new Derivative Investment recommended by UTIMCO staff or for the engagement of an external manager 
operating under an Agency Agreement that has been approved by UTIMCO’s Chief Investment Officer is a Permitted 
Derivative Application but is not within the delegated authority as set forth on Exhibit B, the UTIMCO Board will be 
provided with an “Option to Review” following the process outlined in Exhibit A to the Delegation of Authority Policy.  
This “Option to Review” applies to any new Derivative Investment recommended by UTIMCO staff and approved by 
UTIMCO’s Chief Investment Officer that is not within the delegated authority set forth on Exhibit B or the engagement 
of an external manager operating under an Agency Agreement that seeks to engage in a Derivative Investment that is 
not within the delegated authority set forth on Exhibit B.  of the types set forth on Exhibit B, any Director may require a 
complete review of the new Derivative Investment prior to implementation.  Notwithstanding the foregoing, UTIMCO’s 
Chief Investment Officer, the Risk Manager, or Chief Compliance Officer may determine that presentation and approval 
of the proposed Derivative Investment at a Risk Committee meeting is warranted before engaging in the Derivative 
Investment. 
 
Risk and Investment Policy Controls: 
Following the implementation of any Derivative Investment, the Funds’ projected downside volatility bounds, and 
projected exposure to Asset Class and Investment Type, must be within the permissible ranges as set forth in the Funds’ 
Investment Policy Statements. 
 
Documentation and Controls: 
Prior to the implementation of a new Derivative Investment by UTIMCO staff, UTIMCO staff shall document the 
purpose, valuation method, methods for calculating delta, delta-adjusted exposure, Asset Class and Investment Type 
exposure, the effect on portfolio leverage (if applicable), risks (including, but not limited to modeling, pricing, liquidity 
and Counterparty risks), the expected increase or reduction in risk resulting from the Derivative Investments, and the 
procedures in place to monitor and manage the derivative exposure.  For any short exposure, UTIMCO staff shall also 
document the basis risk and appropriate stop-loss procedures. UTIMCO shall establish appropriate risk management 
procedures to monitor daily the risk of (i) internally managed Derivative Investments and (ii) externally managed 
accounts operating under Agency Agreements that permit derivatives.  Internal control procedures to properly account 
and value the Funds’ exposure to the Derivative Investment shall be fully documented. 
 
Additional Limitations: 
Leverage:  Leverage is inherent in many derivatives.  In Cash Markets, in most cases, the cash outlay is equal to the 
market exposure acquired.  By contrast, Derivative Investments offer the possibility of establishing – for the same cash 
outlay – substantially larger market exposure.  Therefore, risk management and control processes must focus on the 
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total risk assumed in a Derivative Investment.  Exhibits A of the Fund’s Investment Policy Statements provide a 
limitation on the amount of uncollateralized derivative exposure that can be utilized by the Funds whereby, the total 
Asset Class and Investment Type exposure, including the amount of derivatives exposure not collateralized by cash, 
may not exceed 105% (100% in the ITF) of the Asset Class and Investment Type exposures excluding the amount of 
derivatives exposure not collateralized by cash. 
 
Counterparty Risks:  Rigorous Counterparty selection criteria and netting agreements shall be required to minimize 
Counterparty risk for Over the Counter (OTC) derivatives.  Any Counterparty in an OTC derivative transaction with the 
Funds must have a credit rating of at least A- (Standard and Poor’s) or A3 (Moody’s).  All OTC derivatives, with the 
exception of Bona Fide Spot Foreign Exchange Transactions, must be subject to established ISDA Netting Agreements 
and have full documentation of all legal obligations of the Funds.  In limited circumstances, the August 2012 DF 
Protocol Agreement, as published on August 13, 2012 (the “August Protocol Agreement”) and the 2002 ISDA Master 
Agreement with a Schedule (an “ISDA March 2013 DF Protocol Master Agreement”), developed in connection with 
ISDA’s Dodd-Frank Documentation Initiative to implement and comply with the regulatory requirements imposed 
under Title VII of the Dodd–Frank Wall Street Reform and Consumer Protection Act, may be used in place of an ISDA 
Netting Agreement or on a temporary basis until an ISDA Netting Agreement with the Counterparty has been executed.  
In the event a Counterparty is downgraded below the minimum credit rating requirements stated above, UTIMCO staff 
will take appropriate action to protect the interests of the Funds, including availing itself of all potential remedies 
contained in the ISDA agreements.  The net market value, net of collateral postings, of all OTC derivatives for any 
individual Counterparty may not exceed 1% of the total market value of the Funds. 

 
Risk Management and Compliance: 
To ensure compliance with all terms and limitations of this Policy, all internally managed and externally managed 
Derivative Investments in accounts under Agency Agreements will be marked to market on a daily basis by the Funds’ 
custodian and reviewed periodically, but no less frequently than monthly, for accuracy by the UTIMCO Risk Manager.  
In addition, data from the external risk model will be reviewed for accuracy and completeness by the UTIMCO Risk 
Manager. 
 
Compliance with this Policy will be monitored by the UTIMCO Chief Compliance Officer using data provided by the 
custodian and the external risk model. 
 
Any instances of noncompliance with this Policy will be reported immediately to the UTIMCO Chief Compliance 
Officer and the UTIMCO Chief Investment Officer, who will determine the appropriate remedy and report promptly to 
the Chairs of the Risk Committee, the Audit & Ethics Committee, and the UTIMCO Board Chairman. The UTIMCO 
Board Chairman may waive immediate remedial action in appropriate circumstances.  
 
Reporting:  
On a quarterly basis, UTIMCO shall provide a comprehensive report to UTIMCO’s Board and the Risk Committee.  
This report shall include all outstanding Derivative Investments, by type, entered into during the period being reported 
for both internal managers and external managers operating under Agency Agreements.  Asset allocation as provided in 
the Funds’ Investment Policy Statements shall incorporate the impact of uncollateralized derivative exposure associated 
with derivatives.  For risk reporting purposes, the models used to calculate the expected profit or loss in each scenario 
will include the effect of delta sensitivity and other derivative sensitivity parameters as appropriate.  Risk calculations 
will take into account leverage, correlation, and exposure parameters such as beta for equities and duration for fixed 
income.  The UTIMCO Risk Manager will calculate risk attribution - i.e., how much of the overall risk is attributed to 
each Asset Class and Investment Type, including the full effect on risk of the derivatives in each.  The UTIMCO Risk 
Manager will calculate risk attribution for each Derivative Investment.    
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Derivative Investment Policy Exhibit A 
Glossary of Terms 

 
 
Agency Agreement – A form of legal agreement that typically grants limited investment discretion to an external 
investment manager to act as the investment agent of the Funds but does not limit the liability of the Funds for actions 
taken by that agent. 
 
Basket – A group of securities and a weighting scheme, or a proprietary index. Baskets are typically defined to achieve 
a certain investment goal, within certain limitations.  For example, a Basket could replicate an emerging market index, 
excluding certain companies that UTIMCO is not permitted to hold. 
 
Bona Fide Spot Foreign Exchange Transaction – Generally, a foreign exchange transaction that settles via an actual 
delivery of the relevant currencies within two business days (T+2).  In addition, an agreement, contract or transaction 
for the purchase or sale of an amount of foreign currency equal to the price of a foreign security with respect to which 
(i) the security and related foreign currency transactions are executed contemporaneously in order to effect delivery by 
the relevant securities settlement deadline and (ii) actual delivery of the foreign security and foreign currency occurs by 
such deadline (such transaction, a “Securities Conversion Transaction”). For Securities Conversion Transactions, the 
Commodity Futures Trading Commission (CFTC) will consider the relevant foreign exchange spot market settlement 
deadline to be the same as the securities settlement deadline. 
 
Cash Market - The physical market for a commodity or financial instrument. 
 
Counterparty - The offsetting party in an exchange agreement. 
 
Derivative Investment – An investment in a Futures Contract, Forward Contract, swap, and all forms of options. 
 
Exchange Traded Derivatives - A Derivative Investment traded on an established national or international exchange.  
These derivatives “settle” daily in that cash exchanges are made between the exchange and parties to the contracts 
consistent with the change in price of the instrument.  Fulfillment of the contract is guaranteed by the exchange on 
which the derivatives are traded.  Examples include S&P 500 Futures Contracts and Goldman Sachs Commodities 
Index Futures Contracts.  
 
Forward Contract - A nonstandardized contract for the physical or electronic (through a bookkeeping entry) delivery 
of a commodity or financial instrument at a specified price at some point in the future.  The most typical Forward 
Contract is a forward foreign currency contract, which involves the contemplated exchange of two currencies. 
 
Futures Contract - A standardized contract for either the physical delivery of a commodity or instrument at a specified 
price at some point in the future, or a financial settlement derived from the change in market price of the commodity or 
financial instrument during the term of the contract.  
 
ISDA Netting Agreement - The International Swaps and Derivatives Association (ISDA) is the global trade association 
representing participants in the privately negotiated derivatives industry, covering swaps and options across all asset 
classes.  ISDA has produced generally accepted “Master Agreements,” a 1992 Master Agreement and a 2002 Master 
Agreement, that are used by most counterparties in OTC derivatives.  Netting agreements are terms within the 
applicable Master Agreement that deal with the calculation of exposure for each Counterparty.  These netting 
agreements require that exposures between counterparties will be “netted” so that payables and receivables under all 
existing derivatives between two Counterparties are offset in determining the net exposure between the two 
Counterparties.    
 
Limited Liability Entity – A legal entity created to define how assets contributed to the entity by external partners to 
the agreement will be managed by the manager of the entity.  These entities are typically limited liability partnerships, 
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corporations, or other such entities that limit the liability of external investors to the current value of the external 
investors’ investment in the entity. 
 
Long Exposure to an Asset Class – The Net Asset Value of the Asset Class and Investment Type as defined in the 
Funds’ Investment Policy Statement. 
 
Option - A derivative that conveys the right but not the obligation to buy or deliver the subject financial instrument at a 
specified price, at a specified future date. 
 
Over the Counter (OTC) derivatives - A derivative which results from direct negotiation between a buyer and a 
Counterparty.  The terms of such derivatives are nonstandard and are the result of specific negotiations.  Settlement 
occurs at the negotiated termination date, although the terms may include interim cash payments under certain 
conditions.  Examples include currency swaps and Forward Contracts, interest rate swaps, and collars. 
 
Replicating Derivatives – Derivatives that are intended to replicate the return characteristics of an underlying index or 
any other Cash Market security. 
 
Swap - A contract whereby the parties agree to exchange cash flows of defined investment assets in amounts and times 
specified by the contract. 
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Derivative Investment Policy Exhibit B 
Delegated Derivative Investments 

 
Subject to the limitations contained in the Derivative Investment Policy, the UTIMCO Board hereby delegates to the 
UTIMCO Chief Executive Officer the authority to enter into the following Derivative Investments: 
 
Delegated Derivative Investments: 

1. Replicating Derivatives - Derivative Investments that replicate the return characteristics of a long exposure to 
an underlying index, Basket or commodity.  These investments are generally Futures Contracts and swaps on a 
passive index, Basket or commodity. 
 

2. Derivative Investments that upon their expiration would not exceed the loss of a similar investment in the cash 
market equivalent being referred to in the derivative contract.  These investments may include swaps whereby 
the holder of the instrument will forgo potential upside return in exchange for downside protection or receive a 
multiple of a referenced return should the return of the underlying referenced cash market equivalent be within 
a certain range and may also include the selling of put options. 
 

3. Derivative Investments that reduce Long Exposure to an Asset Class or hedge against risk, and limit maximum 
loss to the premium paid for the Derivative Investment, i.e., purchase options.  The aggregate prorated annual 
premium of all Derivative Investments under this provision shall be as set forth in the respective Fund’s 
Investment Policy Statement.  
   

4. Futures Contracts and Forward Contracts on foreign currency if used (i) by an external fixed income manager 
within its investment guidelines, (ii) for hedging purposes by an external equities manager within its 
investment guidelines, or (iii) to hedge existing or prospective foreign currency risk by UTIMCO staff. 
 

5. Derivative Investments used to manage bond duration or hedge equity exposure to countries, sectors or 
capitalization factors, or individual stock(s) swaps within the portfolio only if subsequent to the investment the 
portfolio would not be net short to any one of those factors.  An example of such a hedge is selling Futures 
Contracts or call options on a country or sector index, provided the manager is exposed to that country or 
sector. 
 

6. Derivative Investments used to gain Long Exposure to an Asset Class and limit maximum loss to the premium 
paid for the Derivative Investment. 

 
The delegated authority set forth above should not be construed to permit UTIMCO staff to enter into Derivative 
Investments that are unhedged or 'naked' short positions containing unlimited loss. 
 
Modeling: Each Delegated Derivative Investment must be such that it can be decomposed into one or more components, 
and each said component can be modeled using a model such as the CDS valuation model, Black-Scholes model, 
including modifications for foreign currency (“Quanto”), allowing both normal and log-normal distributions (the Black 
model), and modifications to handle dividends or other model approved by the Policy Committee.  
 
Leverage:  Each Delegated Derivative Investment must be modeled on a fully collateralized basis.  During the course of 
the investment, cash collateral backing a Derivative Investment may be utilized to invest in other investments thereby 
creating leverage at the Fund level.  This is only allowed if within the Funds’ Investment Policy Statements. 
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Effective Date of Policy:  May 5July 21, 2016 
Date Approved by UTIMCO Board:  May 5July 21, 2016 
Supersedes:  Delegation of Authority Policy approved by the UTIMCO Board on November 18, 2014May 5, 
2016 
 
 
Purpose: 
The purpose of the Delegation of Authority Policy is to provide a clear delineation of responsibilities of the 
UTIMCO Board of Directors and the UTIMCO staff.  Section 66.08(d) of the Texas Education Code provides 
that UTIMCO’s duties to the U. T. System Board of Regents with respect to the management of investment 
funds shall be governed by a contract between the two parties.  UTIMCO provides various investment 
management services to the U. T. System Board as more fully described in the Investment Management 
Services Agreement by and between the U. T. System Board and UTIMCO.   The UTIMCO Board is 
responsible for management and investment oversight of UTIMCO.  The UTIMCO Board recommends 
amendments to the Investment Policies for approval by the U. T. System Board.   The UTIMCO Board is 
responsible for overseeing the investment process to execute the established Investment Policies. However, to 
enhance the competitiveness of the investment process, improve management and operational efficiency, and 
define and concentrate accountability for performance, certain duties and responsibilities are delegated by the 
UTIMCO Board to UTIMCO Management.  This Policy Statement defines the delegation of authority in the two 
primary areas of UTIMCO operations: 
  

(1) Management, Operations, and Finance; and  
(2) Investments.  

 
Objective: 
By clearly defining the scope of delegated authority to UTIMCO Management, this Policy Statement enhances 
operational efficiency and timeliness in decision making, thereby enhancing competitiveness. 
 
Scope: 
This Policy applies to all matters under UTIMCO control.  The only delegations of authority granted by the 
UTIMCO Board are enumerated in this Policy, and any authority not specifically granted in this Policy is 
retained by the UTIMCO Board acting as agent for the U. T. System Board, provided that nothing contained in 
this Policy Statement is intended to, or shall, limit any delegation of authority otherwise set forth in the 
UTIMCO Bylaws, the Investment Management Services Agreement, any Committee Charter, any Investment 
Policy, or any formal policy adopted by the UTIMCO Board. 
 
Authority Delegated to UTIMCO Management: 
The primary functions of the UTIMCO Board are to formulate, revise, oversee, implement, and conduct 
ongoing oversight of the policies it has established for UTIMCO.  The duties and responsibilities of the 
UTIMCO Board are enumerated in the UTIMCO Bylaws, Articles of Incorporation, Committee Charters, 
Investment Management Services Agreement, and UTIMCO policies.  To execute its responsibilities more 
efficiently, the UTIMCO Board has delegated the authority to implement UTIMCO policies to UTIMCO 
Management in two primary areas:  (i) Management, Operational, and Financial Authority; and (ii) Investment 
Authority. 
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Management, Operational, and Financial Authority:  Final authority for the functions listed below rests with 
the UTIMCO Board:   
  

• Administration, Accounting and Financial Management; 
• Systems Technology Management; 
• Personnel Management; 
• Compliance; 
• Client Relations and Reporting; and 
• Public Relations. 

 
However, the UTIMCO Board hereby delegates authority to UTIMCO Management in each functional area as 
specified below: 
 
Administration, Accounting, and Financial Management:  The UTIMCO Board hereby delegates all day-to-day 
operational decisions to UTIMCO Management.  This delegation includes, but is not limited to, all 
administrative decisions regarding the management of endowment and operating funds as well as all 
administrative and financial decisions associated with the operation of the UTIMCO organization.  This 
delegation includes the authority to execute all contracts and agreements, subject to the limitations defined 
below. 
 
Systems Technology Management:  The UTIMCO Board hereby delegates all decisions regarding the 
operation and management of all systems technology assets to UTIMCO Management.  This delegation 
includes the authority to execute all contracts and agreements, subject to the limitations defined below.   
 
Personnel Management:  The UTIMCO Board hereby delegates to the UTIMCO Chief Executive Officer all 
personnel management decisions regarding positions included in approved UTIMCO operating budgets, and 
grants authority to the Chief Executive Officer to add non-budgeted personnel as necessary, subject to review 
in the following budget cycle, provided that the addition of any non-budgeted personnel shall be promptly 
reported to the UTIMCO Board.  All compensation decisions for officers of UTIMCO are excluded from this 
delegation. 
 
Compliance:  The UTIMCO Board hereby delegates all compliance operations to UTIMCO Management, while 
retaining all oversight functions as specified in UTIMCO policies. 
 
Client Relations and Reporting:  The UTIMCO Board hereby delegates all client relations and reporting 
decisions to UTIMCO Management. 
 
Public Relations:  The UTIMCO Board hereby delegates to the UTIMCO Chief Executive Officer, in conjunction 
with The University of Texas System Offices of Public Affairs and Governmental Relations, all decisions 
regarding public relations matters, except for those matters that are reserved to the UTIMCO Vice Chairman 
for Policy.     
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In addition, to facilitate the execution of the authority granted above, the UTIMCO Board hereby delegates the 
following specific duties and responsibilities to UTIMCO Management: 
 

• Contracts: The UTIMCO Board hereby delegates to the UTIMCO Chief Executive Officer the 
authority to execute on the behalf of UTIMCO all contracts, leases, or other commercial 
arrangements (except investment management agency contracts, partnership agreements, 
investment consultant agreements and agreements with independent auditors) for a total 
obligation of $1 million or less during the contract term; provided that, for purposes of this 
delegation any contract that does not have a fixed term shall be deemed to have a term of one 
year; provided further, that notice of any such new contracts, leases, or other commercial 
arrangements of $50,000100,000 or more shall be reported to the UTIMCO Board at its next 
regularly scheduled meeting, and annually, all existing contracts, leases, or other commercial 
arrangements of $50,000100,000 or more shall be reported to the UTIMCO Board. 

 
• Fiduciary Counsel:  Management of UTIMCO’s Fiduciary Counsel:  The UTIMCO Board hereby 

delegates to the UTIMCO Chief Executive Officer the authority to direct the day-to-day work 
product of the UTIMCO fiduciary Fiduciary counselCounsel, provided that the UTIMCO fiduciary 
Fiduciary counsel Counsel shall continue to have primary reporting responsibility to the UTIMCO 
Board. 

 
Investment Authority:  The UTIMCO Board hereby delegates the following specific duties and responsibilities 
to UTIMCO Management: 
 

• Tactical Asset Allocation:  Without limitations of timing, procedures, or vehicles utilized, 
decisions regarding tactical asset allocation within the ranges established in Investment 
Policies, including rebalancing portfolio weights to Policy Target Weights or actively deviating 
from Policy Weights as market conditions dictate, are hereby delegated to the UTIMCO Chief 
Executive Officer, as long as any decisions do not violate established Investment Policies.  
Short sales of securities (including exchange traded funds, and individual common stocks and 
bonds) and equity indices or short positions established through Delegated Derivative 
Investments as defined in the Derivative Investment Policy to offset existing long positions for 
risk control purposes may also be utilized as a vehicle in tactical asset allocation.  Prior to 
implementation of any short security sale strategy and throughout the duration of the strategy, 
risk analyses shall be performed to verify the expected risk reducing impact of the proposed 
strategy and that the strategy does not result in the risk position of the total Funds being outside 
the policy risk range.   

• Risk Management:  The UTIMCO Board hereby delegates all decisions regarding the design 
and operation of any risk management system to UTIMCO Management.   

• Allocation of Investment Funds to New Managers and Mandates:  The UTIMCO Board hereby 
delegates to the UTIMCO Chief Executive Officer the authority to commit UT System funds to a 
new relationship with an internal or external investment manager during the first six months of 
the relationship or to new mandates with external investment managers already under existing 
relationships with UTIMCO, and the accompanying authority to negotiate and execute agency, 
partnership or subscription agreements as necessary, provided that any Director may require a 
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complete review by the Board of the investment prior to the execution of the investment if the 
investment exceeds any of the following thresholds: 

o More Correlated & Constrained (MCC) Investments:  1.5% of Applicable Assets 
(as defined below). 

o Less Correlated & Constrained (LCC) Investments:  1.0% of Applicable Assets. 
o Private Investments:  0.75% of Applicable Assets. 
•o Co-investments to a direct Public or Private Investment with alongside an existing 

external manager: 0.30% of Applicable Assets.   
• Changing Allocations of Investment Funds to Existing Managers and Mandates:  Subsequent to 

the first six months of the UTIMCO relationship with a new manager, the UTIMCO Board hereby 
delegates to the UTIMCO Chief Executive Officer the authority to increase investments or 
commitments to existing internal or external investment managers and mandates, and the 
accompanying authority to renegotiate existing agency, partnership or subscription agreements 
as necessary, provided that any Director may require a complete review by the Board of the 
investment prior to the execution of the investment if the investment exceeds any of the 
following thresholds: 

o More Correlated & Constrained (MCC) Investments:  1.0% of Applicable Assets in 
each subsequent 12-month period. 

o Less Correlated & Constrained (LCC) Investments: 0.75% of Applicable Assets in 
each subsequent 12-month period. 

o Private Investments:  0.50% of Applicable Assets in each subsequent 12-month 
period. 

•o Co-investments to a direct Public or Private Investment with alongside an existing 
external manager: 0.30% of Applicable Assets in each subsequent 12-month 
period.  

• Terms Applicable to All Internal and External Managers: 
o Any Director may require a complete review by the Board of an investment prior 

to the execution of the investment if, as a result of the investment: 
• Total Assets managed by the internal or external manager exceed 50% 

of the Total Assets managed by the manager in that investment 
strategy; or 

• Total Assets managed by the internal or external manager exceed 
3.0% of Applicable Assets in the aggregate for all Investment Types 
(4.0% for managers limited to MCC Investment Grade Fixed Income 
mandates).  For purposes of this provision, if Total Assets managed by 
the internal or external manager includes an allocation to Private 
Investments and MCC and/or LCC Investments, Applicable Assets will 
include the total combined NAV of the Endowments plus the ITF. 

o If any UTIMCO Director requires a complete review of the investment prior to the 
execution of the investment, the UTIMCO Director will submit a written request to 
Staff and the Staff shall make a presentation to highlight the attributes and risks 
of the proposed investment at the next UTIMCO Board meeting.  Subsequent to 
hearing the presentation, the Board shall vote on whether or not to approve such 
investment. 

o “Applicable Assets” is defined as follows: 
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• For MCC and LCC Investments:  Total combined NAV of the 
Endowments and ITF determined as of the most recent quarter-end 
close of books; and 

• For Private Investments:  Total combined NAV of the Endowments 
determined as of the most recent quarter-end close of books. 

o “Total Assets” shall be defined as NAV plus unfunded commitments. 
o Prior to a new relationship with an internal or external investment manager or to a 

new mandate with an existing external investment manager, the Staff will send 
each Board member a description of the proposed investment and a Certificate of 
Compliance for the investment. 

o Passive exposure, either by an individual internal or external manager, is limited 
only as required to maintain the Policy Portfolio within the Asset Class and 
Investment Type ranges. 

o The UTIMCO Chief Executive Officer will report to the UTIMCO Board at its 
regularly scheduled Board meetings regarding all decisions made under this 
delegated authority.  

• Manager Monitoring and Termination: The UTIMCO Board hereby delegates to the UTIMCO 
Chief Executive Officer all decisions regarding monitoring and termination of existing internal or 
external investment managers.  

• Notwithstanding, on a quarterly basis, manager mandates (excluding passive exposure) shall be 
aggregated across all Funds, asset classes and investment types and any mandate resulting in 
three percent (3%) or more exposure relative to the total Funds (excluding the ITF for Private 
Investments) will be reported to the Risk Committee at its next meeting.  UTIMCO staff will be 
required to make a presentation and prepare a recommendation to the Risk Committee 
regarding an appropriate course of action for any manager mandate resulting in five percent 
(5%) or more exposure relative to the total Funds (excluding the ITF for the Private 
Investments).  Such presentation and recommendation will include information regarding the 
manager mandate, including original amount of investment, historical performance, market and 
economic outlook, and appropriate sizing, with timelines for completion of any recommended 
action.  After discussion and review by the Risk Committee, the Risk Committee may approve 
the recommendation of UTIMCO staff, determine a different appropriate level of exposure or 
request additional information to be presented at a subsequent meeting before action may be 
taken by UTIMCO staff.   UTIMCO staff will be responsible for implementing any Risk 
Committee approved action. 

• Investment in Derivative Investments:  The UTIMCO Board hereby delegates to the UTIMCO 
Chief Executive Officer the authority to enter into the Derivative Investments of the types set 
forth in Exhibit B of the Derivative Investment Policy and as authorized by the Funds’ Investment 
Policy Statements. Any Director may require a complete review of any new Derivative 
Investment recommended by UTIMCO staff or for the engagement of an external manager 
operating under an Agency Agreement that has been approved by UTIMCO’s Chief Investment 
Officer if the new Derivative Investment is not of the types authorized in Exhibit B of the 
Derivative Investment Policy.  

• Internal Investment Management:  The UTIMCO Board hereby delegates to the UTIMCO Chief 
Executive Officer all decisions associated with the direct management of assets by UTIMCO 
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Staff subject to the same limitations applicable to Co-investments to a direct Public or Private 
Investment , excepting Fixed Income Investments.   

• Management of the UTIMCO Board’s External Investment Consultant(s):   The UTIMCO Board 
hereby delegates to the UTIMCO Chief Executive Officer the authority to direct the day-to-day 
work product of the UTIMCO Board’s external investment consultant(s), provided that the 
UTIMCO Board’s external investment consultant(s) shall continue to have primary reporting 
responsibility to the UTIMCO Board.   

 
Documentation, Controls, and Reporting: 
All UTIMCO Management decisions made under this Delegation of Authority Policy will be monitored by 
UTIMCO’s Chief Compliance Officer.  Any exceptions to this Policy will be reported to UTIMCO’s Chief 
Executive Officer immediately.  The UTIMCO Chief Executive Officer will develop a remedy to the exception, if 
possible, and report the exception and the remedy to the UTIMCO Chairman immediately.  Additionally, the 
UTIMCO Chief Executive Officer will report any exceptions to this Policy to the UTIMCO Board at its next 
regularly scheduled meeting, unless the UTIMCO Chairman instructs otherwise.   

 

172



Agenda Item
UTIMCO Board of Directors Meeting

July 21, 2016

1

Agenda Item:  Report from Compensation Committee, including Discussion and Appropriate Action 
Related to CEO’s Base Salary for 2016-2017 Fiscal Year

Developed By: Zimmerman, Moeller, Gonzalez

Presented By: Hobson

Type of Item: Action item; Action required by UTIMCO Board

Description: The Compensation Committee (the “Committee”) met on July 12, 2016.  The 
Committee’s agenda for its July 12, 2016 meeting consisted of (1) discussion and 
appropriate action related to minutes of April 26, 2016 meeting; and (2) discussion 
and appropriate action related to base salaries for the UTIMCO Officers and other 
Plan Participants for 2016-2017 fiscal year.  The Committee also met in Executive 
Session for the purpose of deliberating individual personnel compensation and 
evaluation matters.

Discussion: The Committee will report on its action related to the base salaries for all UTIMCO 
officers and Plan Participants (other than the CEO) for the 2016-17 Fiscal Year.  The 
Committee will request that the Board take appropriate action related to the CEO’s 
base salary.

Recommendation: The Committee will request appropriate action from the Board related to the CEO’s 
Base Salary for 2016-17 Fiscal Year

Reference: Compensation materials provided for executive session 
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RESOLUTION REGARDING CEO’S BASE SALARY

RESOLVED, that the Board of Directors of UTIMCO hereby approves the Base 
Salary of the Corporation’s CEO for the Fiscal Year 2016-2017 in the amount of 
$___________.
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Agenda Item:  Discussion and Appropriate Action Related to UTIMCO 2016-2017 Budget

Developed By: Zimmerman, Moeller, Bauer

Presented By: Zimmerman

Type of Item: Action Item; Action required by UTIMCO Board; further action required by Board of 
Regents of The University of Texas System (“U.T. Board”)

Description:  The Master Investment Management Services Agreement with UTIMCO (“IMSA”) 
sets forth the annual budget and management fee requirements.  UTIMCO submits 
to the U.T. Board its proposed annual budget for the following fiscal year within the 
time frame specified by the U.T. Board for other annual budget submissions.  The 
annual budget includes all estimated expenses associated with the management of 
the Investment Funds.  The annual budget also includes an annual UTIMCO 
management fee which includes all operating expenses associated with the general 
management of the Funds, including, without limitation, reasonable salaries, benefits 
and performance compensation of portfolio management and support personnel, 
expenses for consulting services, office space lease expenses, office furniture and 
equipment expenses, professional, legal, payroll, and other general services, travel, 
insurance, capital expenditures, and other miscellaneous expenses incurred by 
UTIMCO in connection with the performance of its obligations under the IMSA.  At 
the same time UTIMCO submits its annual budget, it submits to the U.T. Board an 
allocation formula for charging the annual budget to the Investment Funds.  In 
addition to the annual budget, UTIMCO submits its capital expenditures budget.

During the preparation of the annual budget, a reserve analysis is also prepared. 
Within 90 days after the end of each fiscal year in the event that there is a surplus, 
UTIMCO distributes that portion of the cash reserves as may be directed by the U.T. 
Board back to the Funds which generated the surplus. Although the calculation 
supports a rebate back to the Funds, Staff is not recommending a rebate due to the 
future 2017 costs associated with the new lease space in the new UT System office 
building.  These potential costs have not been determined yet and the capital budget 
will be brought forth to the Board at a future meeting for approval.  UT System Office 
of Finance supports UTIMCO’s recommendation.

Discussion: Mr. Zimmerman will present the UTIMCO FY17 Budget presentation, including the 
reserve analysis.

Recommendation: UTIMCO staff recommends that the UTIMCO Proposed 2016-2017 Annual Budget, 
Capital Budget, Management Fee Request, and Allocation Schedule be approved as 
presented.

Reference: Proposed UTIMCO FY17 Budget presentation 
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RESOLUTION RELATED TO BUDGET

RESOLVED, that the UTIMCO Management Fee of $32,295,292 and the 
Other Direct Fund Costs of $8,746,653, resulting in Total Fees of 
$41,041,945, Capital Budget of $100,000 and the Allocation Schedule; as 
provided to the Board for the period beginning September 1, 2016 through 
August 31, 2017, be, and are hereby, approved, subject to approval by the 
Board of Regents of The University of Texas System.
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FY 2016 BUDGET & FORECAST AND 
FY 2017 BUDGET

| 2

($ in  th ous ands ) F Y  2017
B udget F orecas t B udget $ %

C ompens ation 24,627 19,499 24,280 (347) -1.4%
Other 6,883 6,514 8,015 1,132 16.4%

T otal UT IMC O Inc ome S tatement $31,510 $26,013 $32,295 $785 2.5%

UTIMC O C apital B udget $1,564 $314 $100 ($1,464) -93.6%

Direct C os ts  to F unds $8,502 $8,003 $8,747 $245 2.9%

F Y  2016
F Y  2017 B udg et v      
F Y  2016 B udg et
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COMPENSATION

| 3

($ in  thous ands ) F Y  2017
B udget F orecas t B udget $ %

S alaries $11,416 $10,530 $12,274 $858 7.5%
Incentive C ompens ation 10,441 6,592 9,006 (1,435) -13.7%
B enefits  & Taxes 2,770 2,377 3,000 230 8.3%

Total C ompens ation $24,627 19,499 24,280 (347) -1.4%

F Y  2016
F Y  2017 B udg et v  F Y  

2016 B udg et
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SALARIES

| 4

• S alary B udg et - F Y 16 $11,416

• S alary F orecas t - F Y 16 $10,530

F ull year net effect of rec ent hires  and departures (668)

• S alary R un R ate $9,862

• S alary Increas es

S taff, exc luding promotions $468 5.1%
P romotions  (five) 80 13.7%

T otal S alary Inc reas es 548 5.6%

• S taff O pening s  and Additions
Unfilled F Y 16 P os itions  (10): (L C C , C redit, E merging Mkts , L ower/Middle Mkts , & T ech IO 's , MC C , R isk & R E  Analys ts , P aralegal, O ps Due Diligence) 1,065
Vac ant P os itions  (5): (L ower/Middle Mkts, R eal E state & T ech IO 's , L ower/Middle Mkt Analys t, C E O  E xec Ass is tant) 619
New P os itions  (3): (Natural R esources /E merg ing  Markets  Associate, E merg ing  Markets  Analyst, S upport and C ontrol S taff) 180

T otal S taff O pening s  and Additions    1,864 *

• S alary B udg et - F Y 17 $12,274

* Inc luded in budget at an average of 9 months
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INCENTIVE COMPENSATION

| 5

($ in  th ous ands ) F Y  2017

B udget F orec as t B udget $ %

 C as h Portion of E arned Incentive $7,994 $4,535 $6,674 ($1,320) -16.5%

 Ves ting  of Deferred Incentives 2,238 1,983 2,149 (89) -4.0%

 E arnings  on Deferred Incentives 209 74 183 (26) -12.4%

           Total Incentive C ompens ation $10,441 $6,592 $9,006 ($1,435) -13.7%

F Y  2016
F Y  2017 B udg et v  
F Y  2016 B udg et
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OTHER UTIMCO EXPENSES

| 6

($ in  thous ands ) F Y  2017

B udget F orecas t B udget $ % Des c ription 

L eas e $1,177 $1,175 $1,932 $755 64.1% L ease E xpiration E xtens ion ($16/ft to $32/ft net of concess ions)

Depreciation 1,750 1,541 1,171 (579) -33.1% L easehold Improvements F ully Depreciated at 8/31/2016

Online Data & S ubs c riptions 1,250 1,256 2,000 750 60.0% Dynamo, P rivate Investment, R E  Market Data

Travel 805 623 1,006 201 25.0% F illed/New P os itions

C ontract S vcs  & Maint 
Agrmnts

624 596 514 (110) -17.6%  E xecutive C oaching; IT  C ontract L abor  

Hiring , R elo & C omp C ons 503 417 568 65 12.9% New Hires  in F Y 17

L egal 120 164 165 45 37.5%  F Y 17 L egis lative S ess ion 

Other 654 742 659 5 0.8%

Total Other UTIMC O $6,883 $6,514 $8,015 $1,132 16.4%

F Y  2016

F Y  2017 
B udg et v  F Y  
2016 B udg et
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CAPITAL BUDGET

| 7

($ in  thous ands ) F Y  2017

B udg et F orecas t B udg et $ % Des c ription 

Technology Initiatives $1,252 $92 $0 ($1,252) -100.0% G lobeArc P roject T ermination

B us ines s  as  Us ual

C omputer S ervers /S oftware 45 42 30 (15) -33.3%  S erver R eplacement/S oftware 

S taff E quipment 45 45 45 0 0.0% R eplacement Des ktops & L aptops, Miscellaneous

S oftware L icens es 137 131 25 (112) -81.8%  F Y 16 Budget Included Accounting  S oftware Upgrade

F urniture, E quipment & C opiers 50 4 0 (50) -100.0%

L eas ehold 35 0 0 (35) -100.0%

312 222 100 (212) -67.9%

Total C apital B udg et $1,564 $314 $100 ($1,464) -93.6%

F Y  2016
F Y  2017 B udg et v  

F Y  2016 B udg et
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DIRECT COSTS

| 8

($ in  th ous ands ) F Y  2017

B udget F orecas t B udget $ % Des c ription 

C us todian F ees $5,462 $5,293 $5,444 ($18) -0.3%

P erformanc e, Analytical and R is k Meas urement 1,216 1,113 1,236 20 1.6% Account Additions

C ons ultant F ees 300 324 566 266 88.7%  Novus  C ontract 

L eg al and B ackground C hecks 575 312 522 (53) -9.2%

Auditing  & F oreig n Tax C ons ultants 929 928 959 30 3.2% Increased T ransaction Activity

Other 20 33 20 0 0.0%

Total $8,502 $8,003 $8,747 $245 2.9%

F Y  2016
F Y  2017 B udg et v  
F Y  2016 B udg et
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ANNUAL FEE & ALLOCATION SCHEDULE

| 9

UTIMCO Management Fee and Direct Budgeted Investment Expenses 
Annual Fee and Allocation Schedule

For the fiscal year ending August 31, 2017

Separate Debt
Proposed Budget  Funds Proceeds Total

Forecasted Market Value 8/31/17 ($ millions) 18,092 1,054 7,495 7,443 1,805 208 371 36,468

8,549 (2)

UTIMCO Management Fee
   Dollars (thousands) 17,619 1,291 7,905 5,480 32,295
   Basis Points 9.7 12.3 10.5 0 7.4 0 0 0 8.9

Direct Expenses to the Fund, excluding UT System Direct Expenses to the Fund
   Dollars (thousands) 3,843 25 26 2,214 2,639 8,747
   Basis Points 2.1 0.2 0.0 2.6 3.5 0 0 0 2.4

(1) Income is net of fees

(2) Pooled Fund for the collective investment of the PHF and LTF

 Fund Name

LTF STFPUF GEF ITFPHF

PHF LTF
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RESERVE ANALYSIS

| 10

P rojected C as h R es erv es  at Aug us t 31, 2016:

C as h 14,625,000$         
P repaid E xpens es 650,000
Les s :   Ac counts  P ayable, Ac c rued L iabilities (5,859,459)

(Inc ludes  awards  & earnings  payable)

E xpected C as h R es erv es  at Aug us t 31, 2016 9,415,541$           

2017 P ropos ed O perating B udget 32,295,292
Applic able P ercentage 25% 8,073,823

2017 P ropos ed C apital E xpenditures 100,000 100,000

R equired C as h R es erv es  at Aug us t 31, 2016 8,173,823$           

B alanc e Av ailable  for Dis tribution 1,241,718$           

C onc lus ion:  No R ebate R ecommended B ac k to the UT  S ys tem Inv es tment F unds
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