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

A meeting of thé: Audit: and. Ethics: Committee {the “Committee”) of The Unn_;er ity of Texas !nvestmeﬂt’:

Management Company. {the "Corporatzun") convened in open:sess on' ok
conference: felephone enabling all DEFSONBS" participating in the
the Corporatmn Suite 2800, 401 Congress Avenue, Austm Texas sald mee g ;
Compittee: ‘Chair, David: J. Beck with-ristice prowded to 'each: member inaccordance wi s
Bylaws. The.audio poritlon of the meetirig was electronically recorded Partst:ipatmg in ihe meetmg were' ihe'
following members of the Committes:

David J. ;Beck, Chairman
Phil Adams:
R, Steven Hicks

Ray Réthrock and H. Lee S. Hobson also atfended the meeting; thus constituting.& majority-and 4t
the Committee and the Board. Committee Chair { Chawman”) Beck called the meefing to order:a )
Emp oyees of the Corporat:on aitendmg the meeimg vigre. Bruce. Zimmer EQ anc >hief. !rwestm;
Ofﬁcer Joan' Mosller, Treasurerand Secretary; Cecllia Gonzalez, Corporate Co !
Officer;, Gary Hill, Senior Menager - Investment Repomng, and Mark Warner = T
Other. attendees were Michael Peppers; Efic Polonski, Roger Starkey and: Terry Hull
‘Texas: System (Ut System "} Administration; and Jerry Tumer of An th LLP: Co
.supportmg the Commitiee meeting. agendawere prewously furiished tceach | ;_ommlttee mem. e

Anproval of Minutes

“The first matier to come before the Committee was.the approval of the minuies of the-Addit and Ethscs
Comiriitiee ieeting held on April 26; 2016 Upon motion duly. made-and seconded; the following resolufion.
was unanimously addpted by the Committes;

RESOLVEE that the minutesof the Meetmg of the Audit and Ethics Committee of
theBoard of Directors held-on April 26, 2016, be, and are hereby, approved.

Discussion and Appropiate Action Relsfed to Engaging Corporate Exteriial Auditor

Chiairman Beck asked Ms. Moeller to ps'esent the action item related to engaging. the exterrial auditor for the
Corporation. Ms. Moeller reported staffis in the final stages of negotiations witf Delc itte & Toughe LLP with
regards to the-engagemnent letter for-the Corporation's audit for the fiscal year endi gust 31,2016, Ms;
Mosller stated that the engagement fetter is a $1,500 increase over the: FY 2015 fee: Ms: Moeiler answered
the. Directors’ guestions. Upori‘mation duly madé and secohded, the following resollition was unantmoaséy
approved:



RESOLVED, that the firm of Deloitte & Touche P be, and is hereby, engaged as
the independent auditor of the Cerporaaon for the year ended August 31, 2016;
-subject to further approval of the UTIMCC Board.

Update on Compliance, Reporting and Audit Matters .

Chairman Beck asked Mike Peppers to give. the report fromthe' L
provided an. overview and tumed it over to Eric:Polonski for th i
Office: had performed -an- audil of the internal controls su
fianagéd dccbunts {"SMA”). At the. times of the audit, UTIMCO
valued at $8Billion. The objectives of this audit were to gain'an under,
whether initial due dshgen{ce controls prior to entering into.&n
and funchomng, whether- ongoing due diligence, monitoring,
and: processes were operating 1o help insure the aceurate’ accountmg ofthe fu
that UTIMCO's due diligence: contfols and accounting processe re in place and ¢
intended; however identified a few oppor%:unmes and inclisde:
changes fo'thie.Option to Review process; (2) reporting on establishime
of Regents; (3} clarification on certificales of compliarice procedures nd (4)‘ locumentati
authority. Mr. Polonski. noted that the Audit Office would-be following up :
recommendations.. Ms. Gonzalez . stated all four recommendations’ had been-implemented bt new
procedires were still in draft form,

Undate on Compliance, Reporting and Audit Matters

Sp?(:fahs% was htred March 15, 2016 and domg a2 iemﬁc job Ms
monitor’ five high risk areas: nvestment. Due Dshgence in
Technology & Secunty, Investment Compliance and Conflicts of Intefes
Investment.Controls and Processes procedure’ occurred - dunng the' quarter
authorized traders. put on a derivative investment trade due-to-a misunderst,
received from the Managing Director and the CIO to move forward with the trad
the trade. Ms. Gonzalez also reported that an investment: made d ;
entsty on the certificates of compliance signed by the Difectors in M
‘and that new ceriificates of compliance wolld be'sent o Dnrectors on, the Boa‘
that one Cirector had yet to turn in their annual compliance statemients in viclation of the Code of Ethtcs Ms:
Gonzalez provided an update on the FY 16 Action Plan. Ms. Gonzaiez also reparted_ n the D rector CO~-
Investment. Log and the annual disclosure statements. filed by outside finafcial advisors: and service
providers, Ms. Gonzalez answered the Commitiée Members' questions.

Unaudited Financial Statements

Chairman Beck asked Ms: Mogller to present the separate. unaudited financial statements for the Permanent -
University Fund ("PUF"), thé General Endowment Fund ("GEF"), Permanent Umverssty Fund {"PHF“) Long
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Term Fund (“LTF"}, the Intermediate Term Fund'("ITF"); and the- Corporatlon *for_the ik enths ended rMay-;
31,2016, Ms: Moeller mentioned that Deloitts & Toughe LLP sta rday, Ju Stated
that books .and records ‘are kept such that they can be atidited anytime but that the o
currently here to-audit the due diligence that the investment teams ha
of the statements, with '@ few Updates to the budget, Mr Hil dlSCUSSEi
esfablishes pnncxp}es related:to the measurement of falr
requsred for-assets and liabilities measured at faif valie. Ms: Mosller and M Hm-an e{edé_‘the :Cnmm:ﬂeei
Members' QU@SHOHS

Execuitive Session

an Executtve Sessaon of the Committes, for iha purpose oF deltber' _
and evaluation matters: refated to the Corporate Courise] and Chief
Session meeting of the:Committee is authorized by Texas Govern
Matters).. The date Is July 12,-2016, and the time is now 3:49 p.m.” With the: exception’
Nioeller, and Mr. Zimmerman, all other staff members left the meeting.. '

Dpei sessfiof:_:

was; taken not decxs;ons made; and no vote was caiied for or hait by theﬁ ,_ommsi’{ee::n =xecltive: Session

individual Personnel Compensation: and Evaluation Matters: Related {0 the Ccrmrate Counsei and
Chief Comphance Officer

Chairman Beck recommended that the: Audit and Ethics Committes: and the CEO: jomﬁy'recommend to the
Compensaﬂon Commitiee, subject to approval by the UTlMCO ‘Board; the Ba Performance'
Incentive Plan Participation, Weightings and Incentive Award Oppoﬁumtues and Pe, ce:Goals for the
Corforate Colnsel and Chief Comphance Officer for the 2016-2017 Performance Pencdi::'By mot:on duly
made and seconded, the foflowing resolution was unanimously addpted:

WHEREAS, the: UTIMCO Board has established a UTIMCO Compensation Program (the
“Plan’) far certain émployéees of the Corporation; and ‘
WHEREAS, Section 4.2, (a) of the Plan provides that the: Compensatto_n Committee of the
Board of Directors -of UTIMCO will determine the hase-salaties of key: mvestment and
operations emiployses: and

WHEREAS, Section 5.3.(z) of the Plan. proyides that, in order o become a “Pas‘acxparxt" in
the Plan for a Performance Period; a UTIMCO employee must be (1 ) empioyed ina position
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deszgnated by the Board, of Directors of UTIMCO {the ° UTIMCO: Boe{__"} as: an "Elrgnbie;

Position” for that Performanice Period:and (2) selectéd by the UTIMCO: Board as eitgzble fo
participate for that Performatice Period; and

(ot?aer than for the CEO} for each Performance Penod and

WHEREAS, the charter of the. Audit and Ethics Compmitiee’(the *Co
Committee and the CEQ to approve the Chief Comphanc"’“@ff
achievement of the goals, and fo make a joint recommendation o the: Co pensation:
Committee: as to the base salary -and performance: incentive:. awards ot the Chief
Compliance Officer; and

WHEREAS, the. Committee and the CEQ have. prepared:a Jomt recommendatren regardmg'
‘the base salary of the Corporate Counsel and Chief Comphance Off cer, and

WHEREAS, subject:to the approval of the. -Conipensatigh Comm:ttee the Com: "':ti_j
CEO. have reviewed and approve the Performance Goals fot the. Corporate € ‘ounsel :
Chief Compliance Officer for the 2016/2017 Performance ‘Feriod, 3s presented to thei-
Commitiee; and.

ang

WHEREAS subject te approvat by the U? MCO Board the Audxt and Ethics Commiﬁee and

iias an Ehgable Posntzon end Cecrha Gonzalez as a "Pamc pani" in he
Performance Period: and

WHEREAS subject to.the cencurrence of the Compensation‘Comm;tteei'and fappfeva!.hy‘

Posnmn for the pOSlthn of: Corporate Ceunsel and Ch1ef‘Cemphance ff‘cer:fer fhe
2016/2017 Perforinance Period as preserited o the Audit and Ethics’ Cemmlttee

NOW, THEREFORE; be it

RESOLVED, that the Audit and Ethics Committee approvesthe base sa!ary ofthe Corperate
Counsel and: Chief Compli iance. Officer as recommended by the CED and the ‘Audit'and.
Ethlcs Comumittes and the CEO hereby ;omtiy recommend to the Compensatzon Committee..
the base salary of the Corporate Counsel and Chief Compliance Officer, effective September
1,2016; and be'it

FURTHER RESOLVED, that the Audit and Ethics Committee approves the: Pe;formanee
Goals of the Cmporate Counsel ‘and. Chief’ Compliance .Officer- for- the 2016/2017
Performarice Period as recommended by the'CEQ and the:Audif and Ethics Commsttee and:
the CEQ hereby omtiy recommend fo.the. Compeneataon Commlttee the Perfermance Goals
of the Corporate Gounse! and Chief Compliance Officer; and be-it:

FURTHER RESOLVED, that the Audit and Ethics Commiltee and the CEO hereby Jamﬂyj
recommend o the Compensation Committee that the: ‘position of Corpefate Counsel gnd



Chief Compliange Officer be designated by the UTIMCO Board asan “Ehgnble Posstsorz in
the Plan.for the 2016/201? Petformance. Penod and be it B

FURTHER RESOLVED, that the Audit'and Ethics Committee and the. CEO hereby Jomtly-_
recommend to the Compensation Commlttee Ihat Cecilia: Gonzalez be gnated by the
UTIMCO Board as a- “F’ammpant” in'the Plan forthe 2016/2017 Perfonnance F’erlo'd'.' o

There being no further business to'come before the Commities, the. meenrzg was ad;oumed at approxzmateiy
4:06 pm.

Secretary: O’% }/}/lv ﬂ d

JanMceI!er

Approved: Date: _ {“/M 2”‘} ' W’; é

David J. Beék Chasr |
Audit and Ethics Committee.of the. Board of Directors of
The University of Texas Investment Management Comipany



