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AGENDA 
for Meeting of the 

U. T. System Board of Regents 
 

July 8-9, 2009 
Board Room, 9

th
 Floor, Ashbel Smith Hall  

Austin, Texas 
 

 

   
Wednesday, July 8, 2009 
 

  

A. CONVENE BOARD OF REGENTS IN OPEN SESSION TO 
RECESS TO EXECUTIVE SESSION IN ACCORDANCE WITH 
TEXAS GOVERNMENT CODE, CHAPTER 551 (working lunch) 
 

 10:30 a.m.  

 1. Personnel Matters Relating to Appointment, Employment, 
Evaluation, Assignment, Duties, Discipline, or Dismissal of 
Officers or Employees – Section 551.074 

 

   

 a. U. T. System:  Discussion of individual personnel 
matters relating to appointment, employment, 
evaluation, compensation, assignment, and duties of 
U. T. System and institutional employees including 
employees covered by Regents' Rules and 
Regulations, Rule 20204, regarding compensation 
for highly compensated employees 
 

   

 b. U. T. System:  Discussion regarding individual 
personnel matters relating to appointment, 
employment, evaluation, compensation, assignment, 
and duties of presidents (academic and health 
institutions), U. T. System Administration officers 
(Executive Vice Chancellors and Vice Chancellors), 
other officers reporting directly to the Board 
(Chancellor, General Counsel to the Board, and Chief 
Audit Executive), and U. T. System and institutional 
employees and related personnel aspects of the 
operating budget for the fiscal year ending 
August 31, 2010 

   

 
 c. U. T. Pan American:  Discussion of individual 

personnel matters related to presidential search 
 

 Dr. Prior  

 2. Consultation with Attorney Regarding Legal Matters or 
Pending and/or Contemplated Litigation or Settlement Offers – 
Section 551.071 

 

   

 U. T. System Board of Regents:  Discussion with 
Counsel on pending legal issues 
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Wednesday, July 8, 2009 (continued)            Page 
 
 3. Deliberations Regarding the Purchase, Exchange, Lease, 

Sale, or Value of Real Property – Section 551.072 
 

   

 U. T. Dallas:  Discussion and appropriate action  
regarding the authorization to purchase approximately  
10 acres improved with an office building of approximately 
93,060 square feet located at 17217 Waterview Parkway, 
Dallas, Dallas and Collin Counties, Texas, from  
T/E Waterview Ltd., a Texas limited partnership, for  
a purchase price not to exceed fair market value as 
determined by independent appraisals for use as office, 
educational, and surge space and future programmed 
campus expansion, and resolution regarding parity debt  
 

 President Daniel  
Ms. Mayne   

 

 4. Negotiated Contracts for Prospective Gifts or Donations – 
Section 551.073 

   

 
B. RECONVENE IN OPEN SESSION FOR ACTION ON 

EXECUTIVE SESSION ITEMS, IF ANY, AND CONSIDER 
AGENDA ITEMS 
 

 1:30 p.m.  

1. U. T. System Board of Regents:  Amend Regents’ Rules and 
Regulations, Rule 31007, Sections 1, 2, and 5.1(b) regarding 
tenure appointments at U. T. Health Science Center – Tyler 
 

 1:32 p.m. 
Action 

President Calhoun 
Dr. Shine   

 
  1 

2. U. T. System:  Presentation on the U. T. Systemwide 
Endowment Compliance Program 
 

 1:35 p.m. 

Report 
Dr. Safady 
 

 
  2 

3. U. T. System:  Report on highlights of the 81st Texas 
Legislature, Regular Session 
 

 1:50 p.m. 
Report 
Mr. McBee 
 

 
  21 

4. U. T. Dallas:  Authorization to establish M.S. and  
Ph.D. degree programs in Biomedical Engineering with  
U. T. Arlington and U. T. Southwestern Medical Center – 
Dallas 
 

 2:05 p.m. 
Action 

President Daniel 
Dr. Prior 
 

 
  62 

5. U. T. El Paso:  Request for approval of parking permit fees 
effective Fall 2009 
 

 2:08 p.m. 
Action 

President Natalicio 
Dr. Prior  
 

 
  65 

6. U. T. Austin:  Authorization to purchase two tracts of land 
located at 1601 East 20th Street and 1600, 1602, 1604, and 
1606 East Martin Luther King, Jr. Boulevard, Austin, Travis 
County, Texas, and consisting of a total of approximately 
51,327 square feet, from E-MLK Properties, LLC, a Texas 
limited liability company, for a purchase price of $1,662,995 
for future programmed campus expansion 
 

 2:10 p.m. 
Action 

President Powers  
Ms. Mayne 

 
  67 

7. U. T. El Paso:  Reauthorization to purchase real property and 
improvements located at 3401 North Mesa Street, El Paso,  
El Paso County, Texas, from Mr. Gene McIntyre, Mr. Tracy 
McIntyre, and Mr. Michael McIntyre for a purchase price of 
$1,197,000 for future programmed development of campus 
expansion; and resolution regarding parity debt 

 2:15 p.m. 
Action 

President Natalicio  
Ms. Mayne   

 
  70 
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8. U. T. Health Science Center – Houston:  Establishment of a 

center for research in the field of Alzheimer's disease and 
other brain disorders and approval to name the center  
as The George and Cynthia Mitchell Center for Research  
in Alzheimer's Disease and Related Brain Disorders 
 

 2:20 p.m. 
Action 

President Kaiser  
Dr. Safady  

 
  74 

9. U. T. System:  Status Report on the U. T. System 
Competitiveness Initiative 

 2:30 p.m. 

Report 
Chancellor Cigarroa 
 

 
  75 

C. RECESS 
 

 5:00 p.m.  



iv 
 

 
 
Thursday, July 9, 2009              Page 
 
D. CONVENE JOINT MEETING:  BOARD OF REGENTS AND  

THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT 
COMPANY (UTIMCO) BOARD OF DIRECTORS  
 

 8:30 a.m. 
Vice Chairman Foster 
Chairman Nye 

 

 

 1. Introductions 
UTIMCO Directors; U. T. System and UTIMCO Oversight 
Staff; External Advisors:  Legal, Audit, Investments, Risk 
Management 

 

 8:35 a.m. 
Chairman Huffines 
Chairman Nye 

  76 

 2. Annual Briefing on Fiduciary Responsibilities of Directors 
including discussion of the Master Investment Management 
Services Agreement (IMSA), Board of Regents' Expectations 
of UTIMCO Directors, the Code of Ethics, and Bylaws 
 

 8:45 a.m. 
Report 
Mr. Burgdorf 
 

 
  77 

 3. Discussion of U. T. System Financial Resources and 
Assets Managed by UTIMCO 

 9:00 a.m. 
Report 
Dr. Kelley 
 

 
  83 

 4. Reports on UTIMCO Board Operations and Committees 
Board Officers, Key Employees, Delegation of Authority 
Standing Committee Reports: 
 

 Audit and Ethics Committee 

 Risk Committee 

 Policy Committee 

 Compensation Committee 
 

 9:15 a.m. 
Report 
Chairman Nye 
 
Chairman Foster 
Chairman Tate 
Chairman McHugh 
Chairman Ferguson 
 

 
 104 

 5. Report on Investment Objectives and Performance  
for UTIMCO 
Fund Investment Policies Overview: PUF, GEF, PHF, LTF, 
ITF, STF Performance, Objectives, Policy Portfolios, 
Benchmarks, Peers, Asset Class Definitions 
 

 9:45 a.m. 
Report 
Mr. Bruce Myers, 
   Cambridge  
   Associates 
Mr. Zimmerman 
 

 
 106 

 6. Update Regarding Centralization of Operating Funds  10:05 a.m. 
Report 
Dr. Kelley 
 

 
 129 

 7. Report on UTIMCO Organization and Activities 
Staffing; Key Investment and Risk Management Personnel; 
Asset Class Managers; Open Positions 
 

 10:15 a.m. 
Report 
Mr. Zimmerman 
 

 
 138 

 8. Report on UTIMCO FY 2010 Budget and Fees and U. T. 
System Office of Finance Review 
Budget Review; U. T. System Office of Finance Review 

 

 10:30 a.m. 
Report 
Dr. Kelley 
Mr. Zimmerman 
 

 146 

E. BREAK  11:00 a.m.  
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Thursday, July 9, 2009 (continued)            Page 
 

  
9. Discussion of U. T. System Funds' Investment Strategy 

Asset Allocation, Downside Risk, Liquidity (and Unfunded 
Commitments), Leverage, Use of Derivatives, Report on 
Proposed Changes to Delegation of Authority, Liquidity 
Policy, and Derivatives Policy 
 

 

  
11:15 a.m. 
Report 
Mr. Zimmerman 

 
 
  166 

F. ADJOURN JOINT MEETING  12:15 p.m. 
 

 

 



 

 
 1 

1. U. T. System Board of Regents:  Amend Regents' Rules and Regulations, 
Rule 31007, Sections 1, 2, and 5.1(b) regarding tenure appointments at U. T. 
Health Science Center – Tyler 

 
 

RECOMMENDATION 
 
The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Health Affairs and the Vice Chancellor and General Counsel that the Regents' Rules 
and Regulations, Rule 31007, Sections 1, 2, and 5.1(b) regarding tenure, be amended 
as set forth below in congressional style to permit seven-year appointments at U. T. 
Health Science Center – Tyler: 
  
. . . 
  
Sec. 1 Granting of Tenure.  Tenure denotes a status of continuing appointment as  

a member of the faculty at an institution of The University of Texas System. 
Academic titles in which faculty members can hold tenure are listed in 
Rule 31001, Section 2.1 of the Regents’ Rules and Regulations. Tenure  
may be granted at the time of appointment to any of such academic ranks,  
or tenure may be withheld pending satisfactory completion of a probationary 
period of faculty service. Such tenure status shall not be applicable to the 
faculty of The University of Texas M. D. Anderson Cancer Center or The 
University of Texas Health Science Center at Tyler. 

 
Sec. 2 Seven-Year Term Appointment.  The University of Texas M. D. Anderson 

Cancer Center isand The University of Texas Health Science Center at Tyler 
are authorized to award a seven-year term appointment that will denote a 
status of continuing appointment at that institution as a member of the faculty 
for a period of seven years. Only members of the faculty with academic titles 
of Professor, Associate Professor, or Assistant Professor may be granted  
a seven-year term appointment. A seven-year term appointment may be 
granted at the time of appointment to any of such academic rank or may be 
withheld pending satisfactory completion of a probationary period of faculty 
service. No institution may adopt or implement a seven-year term appoint-
ment policy except The University of Texas M. D. Anderson Cancer Center 
and The University of Texas Health Science Center at Tyler. 

 
. . . 
 
Sec. 5 Probationary Service. 

. . . 
5.1 Calculation of Service.  For purposes of calculating the period of 

probationary service, an “academic year” shall be the period from 
September 1 through the following August 31. 

 
. . . 



 

 
 2 

(b) Each institution with tenured faculty will establish and appropriately 
communicate a policy for the extension of the maximum 
probationary period and include the policy in the institutional 
Handbook of Operating Procedures following the standard review 
and approval process. In the case of tThe University of Texas  
M. D. Anderson Cancer Center or The University of Texas Health 
Science Center at Tyler, the institution may establish a policy that 
allows the extension of a term-tenure appointment consistent with 
these guidelines and the term-tenure policy. Institutional policies 
are to be consistent with the following guidelines: 

  
. . . . 

 
 

BACKGROUND INFORMATION 
 
The proposed amendments relating to tenure of faculty will permit U. T. Health Science 
Center – Tyler to award seven-year term appointments. Currently, U. T. M. D. Anderson 
Cancer Center is the only institution that is authorized to offer seven-year term appoint-
ments. The option to award the term appointments will allow U. T. Health Science 
Center – Tyler to compete with other academic medical institutions to recruit highly 
skilled, experienced faculty members and will expand the institution's opportunities to 
retain the top scientific talent necessary to effectively consolidate its research 
enterprise. 
  
If approved, U. T. Health Science Center – Tyler will develop institutional policies 
regarding the award of the term appointment for inclusion in its Handbook of Operating 
Procedures. 
 
 
2. U. T. System:  Presentation on the U. T. Systemwide Endowment 

Compliance Program 
 
 

REPORT 
 
An executive summary of the Endowment Compliance Program activities and reporting 
for The University of Texas System for the fiscal year ended August 31, 2008, is set 
forth on Pages 3 - 20. 
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3. U. T. System:  Report on highlights of the 81st Texas Legislature, Regular 
Session 

 
 

REPORT 
 
Vice Chancellor McBee will report on highlights of the 81st Texas Legislature, Regular 
Session. The highlights are set forth on Pages 22 – 61. 
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4. U. T. Dallas:  Authorization to establish M.S. and Ph.D. degree programs  
in Biomedical Engineering with U. T. Arlington and U. T. Southwestern 
Medical Center – Dallas  

 
 

RECOMMENDATION 
 
The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Academic Affairs and President Daniel that authorization, pursuant to the Regents' 
Rules and Regulations, Rule 40307, related to academic program approval standards, 
be granted to 
 
 a.  establish M.S. and Ph.D. degree programs in Biomedical Engineering  

at U. T. Dallas to be offered jointly with U. T. Arlington and U. T. 
Southwestern Medical Center – Dallas; 

 
 b.  submit the proposal to the Texas Higher Education Coordinating Board for 

review and appropriate action; and 
 
 c.  authorize the Executive Vice Chancellor for Academic Affairs to certify on 

behalf of the Board of Regents that relevant Coordinating Board criteria for 
approval by the Commissioner of Higher Education have been met. 

 
 

BACKGROUND INFORMATION 
 
Program Description 
  
The U. T. Dallas Erik Jonsson School of Engineering and Computer Science seeks 
approval to supplement the existing Biomedical Engineering M.S. and Ph.D. degree 
programs currently offered by U. T. Southwestern Medical Center – Dallas and U. T. 
Arlington. For three decades, U. T. Southwestern and U. T. Arlington have offered  
joint M.S. and Ph.D. degrees in biomedical engineering. Current enrollment is 
approximately 150 graduate students, with 90 students in the M.S. program and 60 in 
the Ph.D. program. The two institutions have proposed that U. T. Dallas join this group 
and that the degree become a three-way joint graduate degree program in biomedical 
engineering. This approach is designed to support and encourage interinstitutional 
cooperation and collaboration.  
  
With the introduction of U. T. Dallas into the joint biomedical engineering degree 
program, the size of the program will increase significantly especially among students 
who are seeking the Ph.D. degree. U. T. Dallas, with its strong engineering programs, 
tradition of graduate education and innovative research, and a long history of 
collaboration with U. T. Southwestern, is uniquely qualified to build a world-class 
biomedical engineering graduate program. 
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The Ph.D. program consists of a minimum of 58 credit hours of course work, plus a 
minimum of 30 research hours beyond the bachelor's degree level. The total number  
of credit hours required for the M.S. degree (thesis option) will be 31. Remaining credit 
hours would be taken from a list of specialized courses either at U. T. Dallas, U. T. 
Arlington, or U. T. Southwestern.  
  
Need and Student Demand 
 
The past two decades have witnessed rapid expansion of new bioengineering and 
biomedical engineering programs around the nation. Biomedical engineering is by far 
the most rapidly growing engineering discipline in terms of student enrollment and 
degrees granted. For example, from 1999 to 2007 the number of master's degrees 
granted in biomedical engineering grew by a factor of 2.70, for a nine-year compound 
annual growth rate of 11.67%. North Texas is home to five Nobel Laureates and 
16 National Academy of Sciences members. High-quality academic institutions  
are generating new discoveries, inventions, patents, and spin-off companies from 
internationally acclaimed institutions. The combined effect of these area resources  
and infrastructure will no doubt be a strong magnet to attract graduate students and 
enhance employment capabilities.  
  
Current industry in the biotechnology and biomedical engineering sectors in North 
Texas is significant. Local manufacturers of medical devices account for approximately 
4,000 local employees. Further, the North Texas area has a growing population  
base driven by the expansion of high technology businesses within the region. The 
healthcare-related industries are one of the fastest growing business segments in  
the region. Service to that segment by institutions of higher education is critical to the 
continued successful expansion of this new Texas high technology base. Further,  
the Texas Workforce Commission projects the demand for biomedical engineers to 
increase by 31% within the next year and average 15% through 2020. U. T. Dallas has 
conducted surveys of current students and approximately 28 have expressed a serious 
intent to enter a biomedical engineering program if offered. 
 
Program Quality 
 
Doctoral enrollment and graduation in the Erik Jonsson School has increased 
dramatically over the past 10 years. In 2006, the school conferred 55 doctoral degrees. 
The placement rate for Ph.D. students is 100% for both Electrical Engineering and 
Computer Science. The M.S. and Ph.D. programs requested would significantly enrich 
the educational opportunities for the Erik Jonsson School of Engineering and Computer 
Science students at all levels in part by providing a broader, multidisciplinary 
experience. The envisioned emphasis on modern biotechnologies emphasized in the 
proposed biomedical engineering programs will complement and build on the strength  
in these areas in the existing graduate programs in electrical engineering, mechanical 
engineering, computer science, chemistry, and physics. The addition of biomedical  
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faculty with expertise in computational modeling will create synergy with the Computer 
Science Department, in accordance with the recommendations made by a distinguished 
review panel in a 2007 study of the graduate programs in Computer Science and 
Software Engineering at U. T. Dallas.  
  
The proposal to join this collaborative program is fully aligned with the recommen-
dations made by the Washington Advisory Group in 2004. In FY 2007, the Erik Jonsson 
School of Engineering and Computer Science received over $17 million in external 
funding, or approximately $170,000 per tenured or tenure-track faculty member. In the 
same time period, the existing Electrical Engineering and Computer Science faculty 
published 125 journal articles, or an average of approximately two journal articles per 
year per tenured or tenure-track faculty member. It is expected that the average 
productivity of new tenure-track faculty members will adhere to or exceed these norms. 
 
Cost 
 
The five-year expenditures of the program are anticipated to be $15,625,000. This 
includes new costs of $2,140,000 for five faculty positions over the first five years, 
$1,450,000 for 70 teaching/research assistant positions, and $315,000 for additional 
staff. Additional costs for equipment, facilities, library and information technology 
resources, and reallocation expenses of existing administration and faculty equals 
$11,720,000. These costs will be met from credit hour formula funding and reallocation 
of university resources, including formula-generated excellence funds. Other existing 
resources will be used to fully fund the program. In addition to the $1,629,000 in-hand 
grants, it is anticipated that external funds will cover an increasing portion of the 
program's cost after the initial development period. 
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5. U. T. El Paso:  Request for approval of parking permit fees effective Fall 2009 
 
 

RECOMMENDATION 
 
The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Academic Affairs, the Vice Chancellor and General Counsel, and President Natalicio 
that parking permit fees ranging from $80 to $700 as set forth on Page 66 for students, 
faculty, and staff at U. T. El Paso be approved effective Fall 2009. 

 
 

BACKGROUND INFORMATION 
 
The proposed parking permit fees are within the range authorized by law and are 
consistent with the statutory requirements under Section 54.505 of the Texas Education 
Code. 
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U. T. EL PASO 

 
FEES AND MISCELLANEOUS CHARGES 

 
PARKING PERMIT FEES 

 
Approval is recommended for the following parking permit fees to be effective beginning 
with the Fall Semester 2009.  The proposed fees are consistent with the applicable 
statutory requirements under Section 54.505 of the Texas Education Code and have 
been administratively approved by the Executive Vice Chancellor for Academic Affairs. 
 
Following Regental approval, the appropriate institutional catalog will be amended to 
reflect these fees. 
 
 Current Proposed Percent 
  Rates $   Rates $  Increase 
Annual fees: 
Student Permit Classifications 
 
 Residence Halls 75 80 6.67 
 Perimeter 130 135 3.85 
 Perimeter Premium 180 185 2.78 
 Remote 80 85 6.25 
 Garage – Nest 205 210 2.44 
 Garage – Premium 255 260 1.96 
 Motorcycle Perimeter 75 80 6.67 
 
Faculty/Staff Classifications 
 
 Reserved – Campus 650 700 7.69 
 Inner Campus Orange 310 320 3.23 
 Inner Campus Red 360 370 2.78 
 Perimeter 175 185 5.71 
 Remote 110 120 9.09 
 Garage – Nest 310 320 3.23 
 Garage – Premium 360 370 2.78 
 Motorcycle 75 85 13.33  
  
 
 
 
Prepared by:   
U. T. El Paso  July 8, 2009 
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6. U. T. Austin:  Authorization to purchase two tracts of land located at 
1601 East 20th Street and 1600, 1602, 1604, and 1606 East Martin Luther 
King, Jr. Boulevard, Austin, Travis County, Texas, and consisting of a total 
of approximately 51,327 square feet, from E-MLK Properties, LLC, a Texas 
limited liability company, for a purchase price of $1,662,995, for future 
programmed campus expansion  

 
 

RECOMMENDATION 
 
The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Executive Vice Chancellor for Academic Affairs, and President 
Powers that authorization be granted by the U. T. System Board of Regents, on behalf 
of U. T. Austin, to 
 
 a.  purchase two tracts of land located at 1601 East 20th Street and  

1600, 1602, 1604, and 1606 East Martin Luther King, Jr. Boulevard, 
Austin, Travis County, Texas, and consisting of a total of approximately 
51,327 square feet, from E-MLK Properties, LLC, a Texas limited liability 
company, for a purchase price of $1,662,995, plus all due diligence 
expenses, closing costs, and other costs and expenses to complete the 
acquisition of the property as deemed necessary or advisable by the 
Executive Director of Real Estate, for future programmed campus 
expansion; and 

 
 b.  authorize the Executive Director of Real Estate to execute all documents, 

instruments, and other agreements, subject to approval of all such 
documents as to legal form by the Office of General Counsel, and to take 
all further actions deemed necessary or advisable to carry out the purpose 
and intent of the foregoing recommendation. 

 
 

BACKGROUND INFORMATION 
 
The subject property consists of approximately 51,327 square feet of unimproved land 
consisting of four contiguous lots at the northwest corner of East Martin Luther King, Jr. 
Boulevard and Leona Street, and a portion of an adjacent lot located at the intersection 
of Concho Street and East 20th Street. This property is located within part of the 
Blackland area east of IH-35 approved for acquisition by the Board of Regents on 
December 11, 1981, and is also within the Campus Master Plan approved by the Board 
of Regents on February 10, 2000. Both the lots on East Martin Luther King, Jr. 
Boulevard and the lot on East 20th Street adjoin portions of U. T. Austin's campus. 
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The purchase price of $1,662,995 was calculated based on a unit price of $32.40 per 
square foot of actual area of the property as determined by a survey.  
  
The property will be used for future programmed development of campus expansion. 
Unexpended Plant Funds will be used to fund the purchase, the terms and conditions  
of which are reflected in the summary of the transaction below: 
 

Transaction Summary 
 
Institution:   U. T. Austin 
 
Type of Transaction:  Purchase 
 
Total Area:   Approximately 51,327 square feet 
 
Improvements:  None 
 
Location:   1601 East 20th Street and 1600, 1602, 1604, and 1606 East 

Martin Luther King, Jr. Boulevard, Austin, Travis County 
Texas; see map on the following page 

 
Seller:    E-MLK Properties, LLC, a Texas limited liability company 
 
Purchase Price: $1,662,995 ($32.40 per square foot of property as 

determined by survey) 
 
Appraised Value:   $1,640,000 ($32.75 per square foot, based on assumed area 

of 50,094 square feet)  (John M. Coleman, MAI, SRA, The 
Aegis Group, Inc., May 14, 2009);  
$1,750,000 (approximately $34.00 per square foot) 
(Walter W. Jenkins, MAI, Integra Realty Resources,  
May 30, 2009) 
 

Source of Funds:  Unexpended Plant Funds 
 
Intended Use:   Future programmed development of campus expansion 
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7. U. T. El Paso:  Reauthorization to purchase real property and 
improvements located at 3401 North Mesa Street, El Paso, El Paso  
County, Texas, from Mr. Gene McIntyre, Mr. Tracy McIntyre, and 
Mr. Michael McIntyre for a purchase price of $1,197,000 for future 
programmed development of campus expansion; and resolution  
regarding parity debt 

 
 

RECOMMENDATION 
 
The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Business Affairs, the Executive Vice Chancellor for Academic Affairs, and President 
Natalicio that authorization be granted by the U. T. System Board of Regents, on behalf 
of U. T. El Paso, to 
 
 a.  purchase real property and improvements located at 3401 North Mesa 

Street, El Paso, El Paso County, Texas, from Mr. Gene McIntyre, 
Mr. Tracy McIntyre, and Mr. Michael McIntyre for a purchase price of 
$1,197,000, plus all due diligence expenses, closing costs, and other 
costs and expenses to complete the acquisition of the property as deemed 
necessary or advisable by the Executive Director of Real Estate, for future 
programmed development of campus expansion; 

 
 b.  authorize the Executive Director of Real Estate to execute all documents, 

instruments, and other agreements, subject to approval of all such 
documents as to legal form by the Office of General Counsel, and to take 
all further actions deemed necessary or advisable to carry out the purpose 
and intent of the foregoing recommendation; and 

 
 c.  resolve in accordance with Section 5 of the Amended and Restated 

Master Resolution Establishing The University of Texas System Revenue 
Financing System (the RFS Master Resolution) that: 

 
 parity debt shall be issued to pay the project's costs, including any 

costs prior to issuance of such parity debt;  
  

 sufficient funds will be available to meet the financial obligations of  
the U. T. System, including sufficient Pledged Revenues (as defined  
in the RFS Master Resolution) to satisfy the Annual Debt Service 
Requirements of the Financing System (as defined in the RFS Master 
Resolution), and to meet all financial obligations of the U. T. System 
Board of Regents relating to the Financing System;  

  
 U. T. El Paso, which is a "Member" as such term is used in the 

RFS Master Resolution, possesses the financial capacity to satisfy its 
direct obligation (as defined in the RFS Master Resolution) relating to  
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the issuance by the U. T. System Board of Regents of parity RFS debt 
in the aggregate amount not to exceed the purchase price, plus all due 
diligence expenses and closing costs of the subject property; and  

  
 this action satisfies the official intent requirements set forth in Section 

1.150-2 of the Code of Federal Regulations that evidences the Board's 
intention to reimburse project expenditures with bond proceeds.  

 
 

BACKGROUND INFORMATION 
 

U. T. El Paso desires to purchase the subject property and improvements, consisting of 
an 8,536 square foot one-story commercial building on 57,080 square feet of land for a 
negotiated purchase price of $1,197,000. The property is ideally located between North 
Mesa Street and Sunbowl Drive and is immediately adjacent to U. T. El Paso's campus. 
It is across the street from the Swimming and Fitness Center and the Helen of Troy 
Softball Field. The site was listed for potential campus expansion in U. T. El Paso's 
2002 Campus Master Plan prepared by Ellerbe Becket. U. T. El Paso is landlocked with 
few opportunities for property acquisition for future campus expansion. 
  
This acquisition was approved by the Board of Regents on November 16, 2006, and 
included the use of Permanent University Fund (PUF) debt to fund the acquisition. 
Subsequent to such approval, one of the sellers opted not to proceed with the 
transaction. All of the sellers now indicate their willingness to proceed with the 
transaction. 
  
U. T. El Paso is seeking reauthorization of the purchase because it now proposes to 
fund the purchase with the use of U. T. System RFS debt, rather than PUF debt as 
proposed in 2006. The RFS debt will be repaid from institutional funds. Debt service is 
estimated at approximately $105,000 annually. The institution's debt service coverage 
ratio is expected to be at least 1.5 times, and to average 2.5 times during the period 
from FY 2009 through FY 2014. The terms and conditions of the proposed purchase are 
specified in the transaction summary below: 

 
Transaction Summary 

 
Institution:   U. T. El Paso 
 
Type of Transaction:  Purchase 
 
Total Area:   Approximately 1.31 acres (57,080 square feet) 
 
Improvements:  One-story building containing approximately 8,536 square 

feet  
 

Location:   3401 North Mesa Street, El Paso, El Paso County, Texas; 
see map on Page 73 
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Seller:    Messrs. Gene, Tracy, and Michael McIntyre 
 
Purchase Price:  $1,197,000 
 
Appraised Value:   $1,197,000 (Pete Sellers, MAI, Ralph Sellers & Associates, 

January 6, 2009);  
Appraisal from Wilkinson, Pendergrass & Beard, L.P. is 
pending, with an estimated completion date of June 24, 2009 

 
Source of Funds:  Revenue Financing System debt, not to exceed the 

purchase price and all due diligence and closing costs, to be 
repaid from institutional funds 

 
Intended Use:   Future programmed development of campus expansion 
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8. U. T. Health Science Center - Houston:  Establishment of a center for 
research in the field of Alzheimer's Disease and other brain disorders and 
approval to name the center as The George and Cynthia Mitchell Center for 
Research in Alzheimer's Disease and Related Brain Disorders 

 
 

RECOMMENDATION 
 

The Chancellor concurs in the recommendation of the Executive Vice Chancellor for 
Health Affairs, the Vice Chancellor for External Relations, and President Kaiser that the 
U. T. System Board of Regents approve the establishment and naming of the Center for 
Research in the field of Alzheimer's Disease and other brain disorders as the George 
and Cynthia Mitchell Center for Research in Alzheimer's Disease and Related Brain 
Disorders. 

 
 

BACKGROUND INFORMATION 
 

On May 8, 2009, Mr. George P. Mitchell made a commitment of resources totaling 
$2,575,239.50 to U. T. Health Science Center – Houston for the establishment of a 
center at the Medical School that would provide resources and support researchers in 
the field of Alzheimer's disease and other brain disorders. The work to be conducted at 
this newly established center is expected to be transformational and applicable to many 
disciplines in the area of brain disorder research, impacting the way brain diseases are 
identified, diagnosed, and treated.   

  
To recognize the importance of this commitment of resources and to honor the 
generosity of Mr. Mitchell's contribution to U. T. Health Science Center – Houston, the 
institution is requesting approval to name the center as The George and Cynthia 
Mitchell Center for Research in Alzheimer's Disease and Related Brain Disorders.   

  
Mr. and Mrs. Mitchell have consistently supported U. T. Health Science Center – 
Houston since 1994, making gifts to the Medical School, the School of Public Health, 
the Graduate School of Biomedical Sciences, and the School of Nursing. In addition, the 
Cynthia and George Mitchell Foundation made a $1 million gift in 2003 to establish a 
distinguished chair in Neurosciences. The newly established center will offer the 
opportunity for collaboration with other healthcare institutions in the Texas Medical 
Center on research projects in the field of brain disorders.  
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9. U. T. System:  Status Report on the U. T. System Competitiveness Initiative 
 
 

REPORT 
 

Chancellor Cigarroa will make a presentation on the U. T. System competitiveness 
initiative.   
 

 
BACKGROUND INFORMATION 

 
The U. T. System Competitiveness Initiative was endorsed by the Board of Regents  
on August 10, 2006, to significantly enhance global competitiveness in science, 
technology, engineering, and health.  The Initiative was a response to the National 
Academies' call for action in the report Rising Above the Gathering Storm and included 
the approval of $2.56 billion for recruitment of world-class faculty, construction of 
22 new buildings, and renovations to existing research facilities.  The presentation  
and report will provide indicators of the leadership role that U. T. System has taken  
to maintain a competitive advantage in science and technology innovation. 
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July 9, 2009 -- 8:30 a.m. – noon 

 
CONVENE JOINT MEETING 

THE UNIVERSITY OF TEXAS SYSTEM BOARD OF REGENTS  
AND  

THE UNIVERSITY OF TEXAS INVESTMENT MANAGEMENT COMPANY (UTIMCO) 
BOARD OF DIRECTORS 

 
 
1. U. T. System Board of Regents:  Introductions 

 
U. T. System Board Vice Chairman Foster and UTIMCO Board Chairman Nye will 
introduce: 
 
UTIMCO Directors 
Chairman Erle Nye 
Vice Chairman J. Philip Ferguson 
Vice Chairman for Policy, Chancellor Francisco Cigarroa 
Mr. Clint D. Carlson  
Mr. Paul Foster 
Ms. Janiece Longoria 
Ms. Colleen McHugh 
Mr. Ardon E. Moore 
Mr. Charles W. Tate 
 
Staff and consultants invited to attend include: 

  
U. T. System  
Mr. Philip Aldridge, Vice Chancellor for Finance and Business Development 
Mr. William Huang, Treasury Manager 
Mr. Barry Burgdorf, Vice Chancellor and General Counsel 
Mr. James Phillips, Senior Attorney, Office of General Counsel 
Ms. Francie Frederick, General Counsel to the Board of Regents 
Ms. Karen Rabon, Assistant General Counsel to the Board of Regents 
Mr. Charles Chaffin, Chief Audit Executive 
Ms. Moshmee Kalamkar, Audit Supervisor 
Mr. Anthony de Bruyn, Director of Public Affairs 

  
Texas A&M University System 
Mr. Gregory R. Anderson, Associate Vice Chancellor and Treasurer (not expected to 
attend) 

   
UTIMCO  
Mr. Bruce Zimmerman, Chief Executive Officer and Chief Investment Officer 
Ms. Cathy Iberg, President and Deputy Chief Investment Officer 
Ms. Cecilia Gonzalez, General Counsel and Chief Compliance Officer 
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Mr. Lindel Eakman, Managing Director - Private Markets Investments 
Mr. Bill Edwards, Managing Director - Information Technology 
Ms. Joan Moeller, Managing Director - Accounting, Finance, and Administration 
Mr. Ryan Ruebsahm, Director - Marketable Alternative Investments 
Mr. Robert Schau, Director - Real Estate Investments 
Mr. Mark Shoberg, Director - Private Markets Investments 
Mr. Mark Warner, Director - Natural Resources Investments 
Mr. Uzi Yoeli, Director - Portfolio Risk Management 
 
UTIMCO Board Advisors and Consultants 
Dr. Keith Brown, Advisor to the Chairman, Fayez Sarofim Fellow and Professor of 

Finance, Red McCombs School of Business, U. T. Austin 
Mr. Jerry Turner, Counsel, Andrews Kurth LLP 
Mr. Bruce Myers, Investment Consultant, Cambridge Associates LLC 

  
 

2. U. T. System Board of Regents:  Annual Briefing on Fiduciary 
Responsibilities of Directors including discussion of the Master 
Investment Management Services Agreement (IMSA), Board of  
Regents' Expectations of UTIMCO Directors, Code of Ethics, and  
Bylaws 

 
 

REPORT 
 

Vice Chancellor and General Counsel Barry Burgdorf will provide the annual briefing on 
fiduciary responsibilities of directors including discussion of the Master Investment 
Management Services Agreement (IMSA), Board of Regents' Expectations of UTIMCO 
Directors, the Code of Ethics, and the Bylaws. The Board of Regents' Expectations of 
UTIMCO Directors follows on Pages 78 - 82 as background information for this 
discussion. 
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U. T. System Board of Regents 

Expectations for Appointees to the 

UTIMCO BOARD OF DIRECTORS 
  

Overview of UTIMCO 
The University of Texas Investment Management Company (“UTIMCO”), a Texas nonprofit 

corporation qualified as a tax-exempt entity under Section 501(c)(3) of the Internal Revenue 

Code, was created for the sole purpose of managing the investment of funds under the control 

and management of the Board of Regents of The University of Texas System pursuant to 

authorization provided in Section 66.08 of the Texas Education Code (the “UTIMCO statute”).  

  

The corporate activities of UTIMCO are managed by its Board of Directors (the “UTIMCO 

Board”), subject to the Master Investment Management Services Agreement (“IMSA”) between 

UTIMCO and the Board of Regents, the applicable provisions of the Board of Regents’ Rules 

and Regulations, the UTIMCO statute, UTIMCO’s Articles of Incorporation and Bylaws, and 

other applicable law.  

 

The Chancellor of the U. T. System serves as the Vice Chairman for Policy.   

 The Chancellor is charged by the UTIMCO Bylaws with coordination of responsibilities, 

including the appropriate resolution of policy issues, assigned to UTIMCO and to the U. T. 

System by the Regents' Rules to ensure implementation of UTIMCO's performance of core 

investment duties.  

 The IMSA between the U. T. System Board of Regents and UTIMCO provides that unless 

otherwise provided in writing by the U. T. Board, “UTIMCO shall look to the Chancellor to 

provide primary oversight and management concerning relations with the media, legal issues 

that implicate policies of the U. T. Board other than the Investment Policies, public 

disclosure of information and intergovernmental relations. Except for the foregoing matters, 

the UTIMCO Board of Directors and the CEO of UTIMCO shall be responsible for making 

all decisions necessary to implement the Investment Policies. The CEO of UTIMCO shall 

confer with the Chancellor on the above-mentioned matters where the Chancellor has 

primary oversight and management and on other matters that may implicate broader policies 

of the U. T. Board.” 

 The Regents' Rules, Rule 20101 and Rule 70401 provide additional detail on these duties. 

 

Qualifications and Terms 
Pursuant to the UTIMCO statute, the UTIMCO Board consists of nine (9) members.  The 

Chancellor of the U. T. System serves as a Director.  The other members of the UTIMCO Board 

are appointed by the Board of Regents and must include at least three (3) current members of the 

Board of Regents and at least one person selected by the Board of Regents from a list of 

candidates with substantial expertise in investments submitted by the Board of Regents of The 

Texas A&M University System. Pursuant to the UTIMCO bylaws approved by the Board of 

Regents, the three (3) Regental Directors serve two-year terms that expire on the first day of 

April of each odd-numbered year, and the external Directors serve three-year staggered terms 

that expire on the first day of April of the appropriate year. No external Director, other than the  
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Director recommended by The Texas A&M University System Board of Regents, may serve 

more than three (3) full three-year terms.  Any UTIMCO Director may be removed as a Director 

by the Board of Regents with or without cause and at any time. 

  

Operations and Resources 
The UTIMCO Board has delegated primary responsibility for certain functions to key chartered 

Board Committees:  

1. Audit and Ethics Committee (Appointments approved by the Board of Regents) 

2. Compensation Committee 

3. Policy Committee 

4. Risk Committee 

 

U. T. System Administration staff provide oversight through the Office of Business Affairs, 

including the Office of Finance; the Office of General Counsel; Internal Audit; the Systemwide 

Compliance Officer; and the General Counsel to the Board of Regents. UTIMCO Directors also 

have the benefit of professional independent consultants, including: 

1. Investment consultants (Cambridge Associates);  

2. Outside legal counsel (Andrews Kurth, LLP);  

3. Compensation consultants (Mercer);  

4. External auditors (Deloitte & Touche LLP);  

5. Dr. Keith Brown, Professor of Finance at U. T. Austin, Advisor to the Chairman of the 

UTIMCO Board. 

 

Duties and Responsibilities 
By statute and charter, as a fiduciary under the IMSA, UTIMCO is dedicated to the sole purpose 

of investing funds under the management and control of the Board of Regents. In practice, the 

fiduciary duties of UTIMCO Directors are focused on the fulfillment of the Board of Regents’ 

investment policy directives. As Directors of a nonprofit corporation, UTIMCO Directors’ 

fiduciary duties also include:  

1. Duty of care in prudently managing the corporation’s investment management and other 

affairs;  

2. Duty of loyalty, requiring the avoidance of conflicts of interest; and  

3. Duty to avoid conduct that exceeds the chartered powers of the corporation.  

  

Investment Management Responsibilities: The Board of Regents is the ultimate fiduciary 

responsible for all matters relating to the investment of the funds under its control, in accordance 

with the “prudent investor” standard of care established by the Texas Constitution, Texas 

Education Code, and other applicable law. This standard provides that the Board of Regents, in 

making investments, may acquire, exchange, sell, supervise, manage, or retain, through 

procedures and subject to restrictions it establishes and in amounts it considers appropriate, any 

kind of investment that prudent investors, exercising reasonable care, skill, and caution, would 

acquire or retain in light of the purposes, terms, distribution requirements, and other 

circumstances of the fund then prevailing, taking into consideration the investment of all the 

assets of the fund rather than a single investment.  

 



 

 

October 1, 2007 

Editorial Amendments June 2009 
Office of the Board of Regents 

 80 

The Board of Regents delegates to UTIMCO as its fiduciary, under the management of the 

UTIMCO Board, authority to act for the Board of Regents in the investment of those funds, 

subject to limitations and restrictions articulated through the IMSA; the Board of Regents’ 

investment policies; and other applicable laws, rules, and agreements. The UTIMCO Board’s 

investment management authority, thus derived, includes the following investment management 

responsibilities: 

 Review of the U. T. Board's current Investment Policies for each Fund at least annually. Such 

review shall include distribution (spending) guidelines, long-term investment return 

expectations and expected risk levels, Asset Class and Investment Type allocation targets and 

ranges, expected returns for each Asset Class and Investment Type and fund, designated 

performance benchmarks for each Asset Class and Investment Type and such other matters 

as the U. T. Board or its staff designees may request.  

 After UTIMCO completes its assessment, UTIMCO must forward any recommended 

changes to U. T. System staff for review and appropriate action.  

 Oversee the investment management process pursuant to the Investment Policies. Such 

oversight shall include without limitation the development of an investment outlook based on 

global economic and capital market forecasts, the rebalancing of allocations to each Asset 

Class and Investment Type within ranges in response to changes in the investment outlook, 

and the selection of a combination of portfolio managers to construct portfolios designed to 

generate the expected returns of each Asset Class and Investment Type.   

 Monitor and report on investment performance for each of the Funds. With respect to all 

Funds other than the Separately Invested Funds (“SIFs”), such responsibilities shall include 

the calculation and evaluation of investment returns for each Asset Class and Investment 

Type and individual Fund portfolio against approved benchmarks over various periods of 

time, and the periodic review of performance benchmarks. With respect to all Funds, such 

responsibilities shall also include the reporting of investment performance of such specific 

Funds as may be requested by the U. T. Board, and the reporting to regulatory agencies and 

others regarding investments under management to the extent required by applicable law.   

 Develop and implement a risk management system to measure and monitor overall portfolio 

derivative exposure, risk levels, liquidity, and leverage. 

 Monitor and enforce compliance with all investment and other policies and applicable law. 

 Monitor termination of external managers in accordance with Delegation of Authority Policy 

and investment policies. 

  

Some investment management responsibilities delegated to UTIMCO, including but not limited 

to the following, are expressly subject to Board of Regents approval: 

 Analyze and recommend investment strategies for U. T. System funds managed by 

UTIMCO, including Asset Class and Investment Type allocation targets, ranges, and 

performance benchmarks for each Asset Class and Investment Type (Exhibit A of the Fund 

Investment Policy Statements). 

 Consider and recommend investments not covered by investment policy statements. 

 Select one or more Custodians, each of which shall be approved by the U. T. Board, which 

shall also enter into or approve each agreement with the Custodian(s). 

 Select, engage, and evaluate External Auditor(s) for the funds. 
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 Review and propose amendments to Board of Regents’ policies related to the investment 

management of the U. T. System funds, including (not limited to):  

1. Investment Policy Statements for all U. T. System funds.  

2. Distribution (spending) guidelines, rates, and amounts as required. 

3. Liquidity Policy. 

4. Derivative Policy.  

  

Corporate Governance Responsibilities: The UTIMCO Board manages the activities of the 

corporation, providing the primary governance and oversight of the CEO and Chief Investment 

Officer, other professionals employed by UTIMCO, and outside investment managers with 

whom funds have been invested. Management oversight responsibilities of the UTIMCO Board 

or UTIMCO Board Committees include the following: 

 Monitor actual staffing, operating, and capital expenditures relative to approved budgets. 

 Monitor compliance with the Delegation of Authority policy. 

 Consider and approve actions outside the authority delegated to the CEO as required.  

 Select, engage, and evaluate UTIMCO’s outside counsel, custodian(s), external auditor(s) for 

the corporation, investment consultant(s) and risk consultant(s). 

 Ensure compliance with UTIMCO’s Code of Ethics, including conflict of interest policies 

and applicable law. 

 Develop and administer a compensation plan, consistent with current regulations for 

determining reasonable compensation, to attract and retain high caliber investment 

professionals and support staff. With the exception of changes to the appendices, the 

Compensation Plan is subject to approval by the Board of Regents. 

 Appoint, supervise, evaluate and compensate UTIMCO’s CEO. 

 Evaluate investment results against incentive compensation plan performance objectives; 

approve and recommend incentive compensation for UTIMCO’s officers and other 

compensation plan participants. 

 Review and approve committee charters. 

 Assure establishment and implementation of legally compliant and administratively effective 

personnel policies. 

 Oversee implementation of accounting principles, policies, internal financial controls, and 

reporting in the spirit of the Sarbanes-Oxley Act. 

 Oversee implementation of public disclosures in compliance with the Texas Public 

Information Act and other applicable law, in collaboration with the Chancellor/Vice 

Chairman for Policy. 

  

Some corporate management responsibilities of the UTIMCO Board, including but not limited to 

the following, are expressly subject to approval by the Board of Regents: 

 Review and approve the proposed annual UTIMCO operating and capital budgets, including 

incentive compensation, capital expenditures, and management fee allocations.  

 Review, approve, and recommend key governance documents such as the Articles of 

Incorporation, Bylaws, and Code of Ethics. 

 Approval of Performance Incentive Awards that will result in an increase of 5% or more of 

the total performance incentive awards calculated to the approved Performance Incentive 

Plan contained in the UTIMCO Compensation Program. 
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Prohibited Transactions -- Conflicts of Interest 
The UTIMCO Code of Ethics (“Code”) details, among other things, prohibitions on transactions 

between UTIMCO and entities controlled by UTIMCO Directors, as required by the UTIMCO 

statute and supplementing the general requirements under the Texas Non-Profit Corporation Act. 

Amendments to the Code are expressly subject to Board of Regents’ approval. 

 

The Code prohibits any transaction or agreement between UTIMCO and any investment fund or 

account managed by a UTIMCO Director as a fiduciary or agent for compensation. The Code 

prohibits agreements or transactions between UTIMCO and a business entity controlled by a 

UTIMCO Director or in which a UTIMCO Director owns five percent or more of the fair market 

value of the assets or of the voting stock or from which the UTIMCO Director received more 

than five percent of his or her gross income for the preceding calendar year. 

 

The Code prohibits a UTIMCO Director from investing in the private investments of a business 

entity in which UTIMCO contemporaneously owns a private investment if after the investment 

the UTIMCO Director’s investment constitutes a pecuniary interest (i.e., ownership of five 

percent or more of the fair market value of the assets or of the voting stock or from which the 

UTIMCO Director received more than five percent of his or her gross income for the preceding 

calendar year).  The Code also prohibits UTIMCO from investing in the private investments of a 

business entity in which a UTIMCO Director contemporaneously owns a private investment if 

the UTIMCO Director’s interest constitutes a pecuniary interest. For this purpose, “private 

investment” means any debt or equity interest that is not publicly traded, including a private 

investment in a public company.  

 

Application of the Texas Public Information Act 
UTIMCO and its officers, directors and employees are subject to the provisions of the Texas 

Public Information Act. Corporate documents, correspondence, and emails are subject to public 

inspection and duplication, unless specifically excepted from disclosure under the Act.   

 

Meeting Requirements 
UTIMCO Directors are expected to attend all regularly scheduled Board meetings which are 

typically held approximately every three months. In addition, special Board meetings may be 

scheduled from time to time with prior notice. The Texas Open Meetings Act applies to the 

UTIMCO Board, requiring that all deliberations of a quorum of the Board take place in open 

meetings after advance notice of the meeting is posted as required by the Act. Committee 

meetings are held as needed to address specific items within the Committee charters.  
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3. U. T. System Board of Regents:  Discussion of U. T. System financial 
resources and assets managed by The University of Texas Investment 
Management Company (UTIMCO) 

 
 

REPORT 
 

Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs, will discuss the 
importance of investment assets in the context of the U. T. System's overall financial 
resources. The presentation, set forth on Pages 84 - 103, provides an overview of the 
U. T. System's assets, liabilities, revenues, and expenditures, and the role that 
UTIMCO-managed assets play in supporting the financial condition of the U. T. System.  
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4. U. T. System Board of Regents:  Reports on The University of Texas 
Investment Management Company (UTIMCO) Board operations and 
committees 

 
 

University of Texas Investment Management Company (UTIMCO or Corporation) 
Chairman Nye will outline the UTIMCO Board Committee structure. Four Board 
committees assume primary responsibility for overseeing certain aspects of UTIMCO 
operations. The chairs of the UTIMCO Board committees will describe the roles of their 
committees as follows: 

  
Audit and Ethics Committee:  Chairman Paul Foster  
Risk Committee:  Chairman Charles W. Tate  
Policy Committee:  Chairman Colleen McHugh  
Compensation Committee:  Chairman J. Phillip Ferguson 

 
 

REPORT 
 

The purposes of these four committees, as set forth in their respective charters, are 
outlined below. 

  
Audit and Ethics Committee Charter Purpose: 
The primary purpose of the Committee is to assist the UTIMCO Board in monitoring  
the financial and compliance functions of the Corporation and the investment funds 
managed on behalf of The University of Texas System Board of Regents (the U. T. 
Board) to assure the balance, transparency, and integrity of published financial 
information. Specifically, the Committee is to assist the UTIMCO Board in monitoring: 

  
- The integrity of the financial reporting process, the system of internal controls, 

the audit process, and the process for monitoring compliance with laws and 
regulations; 

 
- The independence and performance of the Corporation's Chief Compliance 

Officer; 
 
- The independence and performance of the Corporation's independent auditors; 
 
- The independence and performance of the independent auditors selected by the 

U. T. Board to audit the investment funds managed by UTIMCO on their behalf; 
 
- Internal audit functions performed by the U. T. System Audit Office; 
 
- The Corporation's audit policies, ethics programs, and adherence to regulatory 

requirements; and 
 
- The Corporation's enterprise risk management. 
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The Committee is responsible for maintaining free and open communication as well as 
effective working relationships among the Committee members, the Chief Compliance 
Officer, independent external auditors, U. T. System's internal auditors, and 
management of the Corporation. To perform his or her role effectively, each Committee 
member will need to develop and maintain his or her skills and knowledge, including an 
understanding of the Committee's responsibilities and of the Corporation's activities, 
operations, and risks. 

  
The Committee will take all appropriate actions to set the overall tone at the Corporation 
for quality financial reporting, sound risk practices, and ethical behavior. 

  
Risk Committee Charter Purpose: 
The primary purpose of the Committee is to provide oversight and monitor: 

  
- Investment risk management and compliance; 
 
- The integrity of risk management procedures and controls; 
 
- The integrity of risk models and modeling processes; and 
 
- Liquidity of the Permanent University Fund (PUF), the General Endowment 

Fund (GEF), and the Intermediate Term Fund (ITF). 
  

Policy Committee Charter Purpose: 
The primary purpose of the Committee is to provide oversight and to monitor: 

  
- The development and amendment of UTIMCO Board Policies and Corporate 

Documents; 
 
- Recommendations concerning the development and amendment of investment-

related policies of the U. T. Board related to the management of funds under the 
control and management of the U. T. Board; and 

 
- Recommendations concerning the amendment of the Master Investment 

Management Services Agreement (IMSA), Code of Ethics, and Bylaws. 
  

Compensation Committee Charter Purpose: 
The primary purpose of the Committee is to provide oversight of the compensation 
system for officers and employees of the Corporation. The Committee has the following 
duties and responsibilities: 

  
- Recommend to the UTIMCO Board the base salary and performance 

compensation award of the CEO; 
  

- Approve base salaries of all officers (except the CEO) of the Corporation; 
 



 

 
 106 

- Recommend to the UTIMCO Board the Performance Compensation Plan and 
any amendments thereto and the eligible employees; and 

 
- Approve the Performance Compensation Plan awards for eligible employees 

except the CEO. 
 
 

5. U. T. System Board of Regents:  Report on Investment Objectives  
and Performance for The University of Texas Investment Management 
Company (UTIMCO) 

 
 

REPORT 
 

Mr. Bruce Myers, Cambridge Associates, will report on the investment objectives  
and performance of funds managed by The University of Texas Investment 
Management Company (UTIMCO) including objectives, performance, policy portfolios, 
benchmark and asset allocation, using materials presented at the meeting.  His 
PowerPoint presentation is set forth on Pages 107 – 123. 
 
Mr. Bruce Zimmerman will report on current UTIMCO performance through the fiscal 
quarter ending May 31, 2009 using materials on Pages 124 - 128. 
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6. U. T. System:  Update regarding centralization of operating funds 
 
 

REPORT 
 

Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs, will provide an 
update on the centralization of U. T. System operating funds, which was implemented 
on February 1, 2006. The presentation, as set forth on Pages 130 - 137, will provide a 
brief overview of centralization and detail the value added from centralization through 
May 31, 2009.  
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7. U. T. System Board of Regents:  Report on The University of Texas 
Investment Management Company (UTIMCO) organization and activities 

 
 

REPORT 
 

Mr. Bruce Zimmerman, Chief Executive Officer and Chief Investment Officer of The 
University of Texas Investment Management Company (UTIMCO), will report on the 
UTIMCO organization, investments, control and support and Fiscal Year 2010 priorities 
using the PowerPoint presentation set forth on Pages 139 - 145. 
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8. U. T. System Board of Regents:  Report on The University of Texas 
Investment Management Company (UTIMCO) Fiscal Year 2010 budget  
and fees, and U. T. System Office of Finance review  

 
 

REPORT 
 
Mr. Bruce Zimmerman, Chief Executive Officer and Chief Investment Officer of The 
University of Texas Investment Management Company (UTIMCO), will discuss the 
preliminary UTIMCO Annual Budget for Fiscal Year 2010 using the materials on  
Pages 147 - 153.  
 
Dr. Scott C. Kelley, Executive Vice Chancellor for Business Affairs, will provide a review 
of the UTIMCO budget including an analysis of budget trends on Pages 154 - 165.  
 
The UTIMCO Board will seek approval of the budget at the U. T. System Board of 
Regents' August 2009 meeting. 
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Fiscal Year 2010 UTIMCO BUDGET REVIEW 
 

I. Executive Summary 
 
This report supports the U. T. System Board of Regents’ efforts to determine whether investment 

management costs for funds under its control are “reasonable and appropriate,” as required by the Texas 

Uniform Prudent Management of Investment Funds Act (UPMIFA). 

 

The report reviews UTIMCO’s proposed $50.2 million FY10 budget.  The UTIMCO budget consists of 

UTIMCO Services (corporate) and Direct Costs to (U. T. System) Funds (third party management and 

performance fees paid directly by UTIMCO and costs related to custody, consulting, corporate legal, 

audit, and risk measurement).   

 

The report also reviews the FY10 budget in the context of Total Investment Costs, which includes 

external management fees that are paid by the funds and netted from asset values but not included in the 

UTIMCO budget.  The Total Investment Costs for FY09 are projected to be $324.5 million, inclusive of 

the UTIMCO Services costs and Direct Costs to Funds. 

 

 

Highlights:  

 

 Total Investment Costs FY04-FY09: Total costs, dominated by external management and 

performance fees, have increased significantly as a percentage of average assets under management 

(AUM) from 1.01% in FY04 to 1.53% in FY09 (projected). 

 UTIMCO Budget for FY10:  The FY10 budget is $50.2 million, a 27% increase from the current 

projection for FY09 and a 25% decrease from the FY09 budget. 

 Compensation: Salaries for FY10 are budgeted to increase $301k (5%) from FY09 projections. 

About two-thirds of the increase reflects four budgeted open positions for FY10; the balance 

represents an overall 1.5% average salary increase for existing staff (including promotions). Bonuses 

for FY10 are budgeted to increase $31k (1%) from FY09 projections.  

 Travel: Travel expenses for FY10 are budgeted at $594k, a 52% increase over FY09 projections but 

a 26% decrease when compared to the original FY09 budget. 

 Lease Expenses: Lease expenses have stabilized in recent years and are budgeted at $979k, a 2% 

increase from FY09 projections. 

 Audit and Legal: Audit fees have also stabilized since the change in audit firms in FY08 and are 

budgeted at $735k, relatively unchanged from FY09 projections. Direct legal fees are budgeted at 

$678k for FY10, an increase of $180k (36%) over FY09 projections. 

 UTIMCO Reserves: UTIMCO staff projects UTIMCO’s available cash reserves to be $5.0 million at 

fiscal year-end 2009. We concur with UTIMCO staff in recommending that $5.0 million in reserves 

be distributed back to the funds at this time.   
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UTIMCO 

Services

5%

Direct Costs to 

Funds

7%

External Fees 

Netted from 

Asset Values

64%

Performance 

Fees Netted 

from Asset 

Values

20%

Misc. Other 

Fees and 

Expenses

4%

Total Investment Costs 

$324.5 million in FY09 (Projected)

UTIMCO Budget 12%

II. Total Investment Costs 

 
UTIMCO’s Total Investment Costs include all items in the UTIMCO budget plus external management 

fees paid directly by the funds and netted from asset values.   

 

Based on FY09 projections, the pie chart 

shows that UTIMCO Services and 

Direct Costs to Funds (i.e., UTIMCO’s 

budget) represent only 12% of the 

$324.5 million in Total Investment 

Costs.  External Fees and Performance 

Fees that are netted from asset values for 

partnerships, hedge funds and mutual 

funds are not budgeted since they are 

not paid directly by the funds. These 

expenses for FY09 are projected to be 

84% of total investment costs. Other 

Fees and Expenses (4% of total costs) 

include education, endowment 

compliance and investment oversight 

expenses. 

 

Table 1 below shows the trend of Total 

Investment Costs as a percentage of 

average AUM from 1.01% in FY04 to 

1.53% in FY09 (projected). 

 

 

Table 1 

Total Investment Costs Trend FY04-FY09 ($ millions) 

 
* The FY09 value is based on average AUM at fiscal year-end 2008 and May 2009. 

 

  

FY04 FY05 FY06 FY07 FY08

Projected 

FY09

UTIMCO Services 8.6         10.2       11.3       12.1       13.9       15.4       

Direct Costs to Funds 25.5       33.8       52.3       40.1       35.1       24.2       

External Fees Netted from Asset Values 62.5       76.5       115.2     164.1     209.7     206.2     

Performance Fees Netted from Asset Values 56.9       90.5       81.6       227.3     64.0       66.0       

Miscellaneous Other Fees and Expenses 3.0         3.8         4.4         5.0         11.0       12.7       

Total Investment Costs 156.6     214.8     264.7     448.4     333.6     324.5     

Total % of Average Assets Under Management (AUM) * 1.01% 1.25% 1.37% 2.04% 1.43% 1.53%
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7%

Other Directs 

Costs
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FY 2010 UTIMCO Budget Components

$50.2 million

Direct Costs to Funds 68% UTIMCO Services 32%

III. UTIMCO Budget Analysis and Trends  
 

UTIMCO proposes a budget for FY10 of $50.2 million. Table 2 shows the trend of UTIMCO budgeted 

costs (UTIMCO Services and Direct Costs to Funds) as a percent of average AUM since FY05, from 

0.26% in FY05 to 0.24% in FY10 (budget). 

 

Table 2 

UTIMCO Budget Trends FY05-FY10 ($ millions) 

 
* The FY09 and FY10 values are based on average AUM at fiscal year-end 2008 and May 2009. 

 

 

 

 

 

The pie chart to the left shows the 

breakdown of the UTIMCO budget.  

UTIMCO Services fees represent 

32% of the total budget, with 

Compensation & Benefits being the 

largest component. Direct Costs to 

Funds include External Management 

Fees (including performance fees) 

paid directly, Custodian & 

Analytical Costs and Other Direct 

Costs.  External Management Fees 

represents the largest component of 

the total budget at 57%.  UTIMCO 

retains external managers for 85% of 

the $19.2 billion in operating and 

endowment funds (as of May 31, 

2009).  UTIMCO staff manages the 

remaining 15% of assets and an 

internal derivatives portfolio. 

 

 

 

 

FY05 FY06 FY07 FY08

Projected

FY09

Budget

FY10

Average Total Assets Under Management (AUM) * 17,245 19,372 21,965 23,359 21,190 21,190

% Change in AUM 11% 12% 13% 6% -9% 0%

UTIMCO Services 10.2 11.3 12.1 13.9 15.4 16.0

% Change in UTIMCO Services 16% 11% 7% 15% 11% 4%

UTIMCO Services % of AUM 0.06% 0.06% 0.05% 0.06% 0.07% 0.08%

Direct Costs to Funds 33.8 52.3 40.1 35.1 24.2 34.2

% Change in Direct Costs to Funds 33% 55% -23% -12% -31% 42%

Direct Costs to Funds % of AUM 0.20% 0.27% 0.18% 0.15% 0.11% 0.16%

Total Budgeted Costs 44.0 63.6 52.1 49.0 39.5 50.2

% Change in Total Budgeted Costs 28% 44% -18% -6% -19% 27%

Total Budgeted Costs % of AUM 0.26% 0.33% 0.24% 0.21% 0.19% 0.24%
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Table 3 compares the UTIMCO budget for FY09 and FY10.  Refer to Exhibits A and B for a detailed 

budget comparison and budget trend for FY05-FY10. 

 

Table 3 

UTIMCO FY09 Forecast and FY10 Budget Overview 

 
 

FY09 Forecast versus FY09 Budget: UTIMCO staff projects FY09 costs will be $39.5 million, $27.3 

million (41%) below the FY09 budget of $66.8 million. 

 

 UTIMCO Services corporate expenses are projected to be under budget by $1.2 million (7%) 

o Salaries, largely driven by unfilled open positions, are expected to be $534k under budget. 

o Travel expenses are projected to be significantly ($410k or 51%) under budget as a result of 

UTIMCO putting in cost controls and making fewer new investments during the fiscal year. 

o Corporate legal expenses are expected to be significantly over budget, a result of additional legal 

work related to the legislative session and increased discussions about the Compensation Plan. 

 Direct Costs to Funds overall are projected to be under budget by $26.1 million (35%). 

o External management fees are estimated to be $8.5 million (35%) under budget and performance 

fees are anticipated to be $16.6 million (82%) under budget in FY09, primarily due to the 

negative investment performance experienced during the fiscal year. 

o Consultant Fees are projected to be $383k (40%) below budget. 

o Legal fees are projected to be $517k (51%) below budget due to fewer investments being made. 

 Capital Expenditures are forecasted at $244k, mainly for ongoing technology and software upgrades. 

 

FY10 Proposed Budget: The proposed $50.2 million UTIMCO budget for FY10 is 27% higher than 

FY09 projected expenses (25% lower than FY09 budget). 

 

 UTIMCO Services for FY10 at $16.0 million is an increase of 4% over FY09 projected costs, 

primarily due to increases in personnel-related costs and travel expenses. 

 Direct Costs to Funds at $34.2 million are budgeted to increase 42% over projected costs for FY09, 

mainly due to increases in external management and consultant fees. 

 Capital Expenditures are budgeted at $145k, primarily for ongoing technology and software upgrades. 

  

 

IV. UTIMCO Services 
 

For FY10, total personnel-related expenses including employee benefits account for 74% of the UTIMCO 

Services budget (24% of the total UTIMCO budget). Trends in staffing and total compensation in relation 

to assets are shown in Table 4 on the next page.  Highlights from Table 4 include: 

 

 Staffing has grown 7% (annualized) from FY05 to FY09, while average AUM has increased 5%. 

 Staffing is projected at 57 employees for FY09 and budgeted at 60 employees for FY10. 

 Average AUM per employee decreased 2% (annualized) from FY05 to FY09. 

 Salaries are budgeted to increase 5% in FY10; bonuses increase 1%; and total compensation is 

budgeted to increase 3%. 

 Total compensation has increased 12% (annualized) in aggregate since FY05. 

 Total compensation per employee has increased 4% (annualized) since FY05 to $173k in FY09. 

$ Budget $ Projected

$ Change

vs FY09 

Budget

% Change

vs FY09

Budget $ Budget

$ Change

vs FY09 

Projected

% Change

vs FY09 

Projected

% Change

vs FY09

Budget

UTIMCO Services 16,543,709 15,385,395 (1,158,314) -7.0% 15,977,125 591,730 3.8% -3.4%

Direct Costs to Funds 50,244,829 24,152,815 (26,092,014) -51.9% 34,184,174 10,031,359 41.5% -32.0%

Total Budget 66,788,538 39,538,210 (27,250,328) -40.8% 50,161,299 10,623,089 26.9% -24.9%

FY09 FY10
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Table 4 

UTIMCO Compensation and Headcount FY05-FY10 

 
 

Staffing: In FY09 the budget was based on staffing of 63 employees; actual staffing is projected to be 57 

employees at fiscal year-end 2009. The FY10 budget is based on filling certain open positions to bring 

staffing to 60 employees by fiscal year-end. 

 

Personnel-related Expenses:  

 

 Salaries and Wages are projected to be $6.4 million, $534k (8%) under budget, in FY09 because of 

unfilled positions and will increase to $6.7 million in FY09. About two-thirds of the budgeted 

increase in salaries of $301k (5%) reflects open positions; the remaining one-third is for salary 

increases and promotions for existing staff. Raises for existing staff (including promotions) represent 

a 1.5% overall salary increase. 

 

 Bonus Compensation for FY09 based on performance year-to-date (including deferred bonuses 

earned in prior years and related income) is forecast at $3.5 million, 3% under budget.  The FY10 

budget of $3.5 million in bonus compensation is 1% higher than projected FY09 bonuses. The 

proposed FY10 bonus compensation budget is based on Compensation Plan participants earning 70% 

of the maximum incentive award. The FY10 budget also includes deferred bonuses earned by 

employees in prior years and funds for a discretionary bonus pool of up to 15% of salaries for 

employees who are not participants in the Compensation Plan.  UTIMCO staff is recommending 

certain changes to the Compensation Plan that, if approved, will affect the budgeted bonus 

compensation for FY10 (e.g., thresholds for earning bonuses and the amount of bonus to be deferred). 

 

 Employee Benefits are expected to be under budget in FY09 by $178k (14%). Employee Benefits 

costs are budgeted to increase 4% to $1.1 million in FY10, reflecting increased staffing. 

 

General Operating Expenses are forecast to be 20% below budget for FY09 at $1.8 million, mainly 

from a reduction in travel expenses due to UTIMCO putting in cost controls and making fewer new 

investments during the fiscal year. General operating expenses for FY10 are budgeted to increase 18% to 

$2.1 million, primarily due to increases in travel, on-line data and contract services. Travel is budgeted at 

$594k, an increase of 52% over FY09 projections.  The increase in travel expenses reflects a more 

normalized level of investment due diligence by UTIMCO staff. 

 

FY05 FY06 FY07 FY08

Projected 

FY09

% Change

Since

FY05

(annualized)

Budget

FY10

% Change 

From

FY09

Employees (as of year end) 43 46 47 58 57 7% 60 5%

Average Total AUM (millions) 17,245 19,372 21,965 23,359 21,190 5% 21,190 0%

Average AUM/Employee (millions) 401 421 467 403 372 -2% 353 -5%

Salaries and Wages 4,203,100 4,492,078 4,908,821 5,377,233 6,421,977 11% 6,722,802    5%

Bonus Compensation 2,094,447 2,164,963 2,082,700 3,016,393 3,451,346 13% 3,482,645    1%

Total Compensation 6,297,547 6,657,040 6,991,521 8,393,626 9,873,323 12% 10,205,447  3%

Total Compensation per Employee 146,455 144,718 148,756 144,718 173,216 4% 170,091 -2%

Bonus as % of Salaries and Wages 50% 48% 42% 56% 54% 52%

Bonus as % of Total Compensation 33% 33% 30% 36% 35% 34%
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Lease Expenses: Table 5 shows that lease expenses have stabilized in recent years since UTIMCO’s 

move in FY06 and addition of lease space in FY08.  Operating Expenses (pass through expenses to 

tenants) have increased significantly in recent years due to rising utilities expenses and ad valorem taxes, 

and now exceed base rent. 

 

Table 5 

UTIMCO Lease Expenses 

 
 

Professional Fees are expected to be $432k in FY09, 67% higher than budgeted.  Increased legal 

expenses and compensation consultant fees account for a majority of the variance due to the legislative 

session and increased discussions about the Compensation Plan.  Professional Fees for FY10 are budgeted 

at $300k, a decrease of 31%. A chart in the Direct Costs to Funds section of this report shows the trend 

for total legal expenses since FY05. 

 

 

V. UTIMCO Capital Expenditures 

 

The trend for Capital Expenditures for FY07-FY10 is summarized in Table 6. In FY09, total capital 

expenditures are forecasted to be $244k, mainly for ongoing technology and software upgrades. A budget 

of $145k is proposed for FY10. The majority of the FY10 budget is for ongoing technology and software 

upgrades with the rest for ongoing office equipment and fixtures. 
 

Table 6 

UTIMCO Capital Expenditures 

 
 

 

  

FY05 FY06 FY07 FY08

Projected

FY09

Budget

FY10

Property Lease 362,010 613,560 462,722 499,823 518,373 518,373

Operating Expenses 171,789 83,294 362,755 515,296 515,848 530,000

Parking Expenses 62,362 77,342 94,805 100,007 94,571 95,000

Other Expenses 4,432 5,166 5,671 10,473 5,205 5,700

Amortization (Deferred Rent Credit) 0 (124,076) (148,891) (150,679) (170,344) (170,344)

Total Lease Expenses (net) 600,593 655,286 777,062 974,920 963,652 978,729

FY07 FY08

Projected 

FY09 Budget FY10

Ongoing: Technology and Software Upgrades 71,271 139,860 224,103 127,000

Ongoing: Office Equipment and Fixtures 11,599 18,498 20,170 17,500

Expansion: Technology and Software Upgrades 0 7,490 0 0

Expansion: Office Equipment and Fixtures 0 152,864 0 0

Expansion: Leasehold Improvements (net) 0 166,453 0 0

Total Capital Expenditures (net) 82,870 485,165 244,273 144,500
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VI. Direct Costs to Funds 
 

Direct Costs to Funds for FY09 are projected at $24.2 million or 52% below a budgeted $50.2 million. 

The FY10 budget increases 42% to $34.2 million from projected FY09 costs. 

 

External Management and Performance Fees paid to external managers continue to remain the highest 

component of the overall budget. These fees, projected at $19.2 million in FY09 (57% below budget) and 

budgeted at $28.7 million, represent 84% of Direct Costs to Funds budget in FY10 and 57% of total 

UTIMCO budget. Although UTIMCO staff estimates external management and performance fees in 

detail using each manager’s fee structure and current asset base, these fees are very difficult to forecast 

and budget due to the uncertainty of individual manager performance. 

 

Custodian and Analytical Costs: Custodian fees for FY09 are projected at $1.8 million, 7% over 

budget. The FY10 budgeted amount for these expenses will increase 9% over FY09 levels. Performance 

measurement expenses paid in FY09 are projected to be 13% below budget at $439k and are budgeted to 

decrease 2% to $429k in FY10. 

 

Risk Measurement: Risk measurement expenses charged to the funds are expected to be 13% under 

budget at $422k for FY09 and budgeted to increase 2% to $432k in FY10. 

 
Auditing expenses in FY09 of $733k funded external auditors and U. T. System Audit Office fees. Audit 

expenses are budgeted at $735k for FY10 nearly unchanged from FY09. Audit expenses have increased 

overall since FY08 due to a change in external auditors and additional time required to audit valuations of 

alternative investments. 

 

Legal: The chart below shows the trend in UTIMCO Services (corporate) legal fees and direct legal 

expenses charged to the funds since FY05. Legal fees paid directly by the funds in FY09 are projected to 

be $498k (51% under budget). Direct legal fees are budgeted for FY10 at $678k, a 36% decrease, 

reflecting a more normalized level of new investments being made and associated legal review. 

 

 
 

 

 

FY05 FY06 FY07 FY08
Projected

FY09

Budget

FY10

UTIMCO Services $579,720 $362,045 $567,339 $225,172 $281,640 $150,000 

Direct Costs to Funds $932,525 $761,764 $825,621 $1,348,784 $497,518 $677,500 

$0 

$200,000 

$400,000 
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EXHIBIT A 

 

FY10

Change 

from FY09 

Budget

Budget Projected $ %

8/31/06 

Budget $ % %

UTIMCO Services

Salaries and Wages + Vacation 6,956,036 6,421,977 (534,059) -7.7% 6,722,802 300,826 4.7% -3.4%

Bonus Compensation + Interest 3,566,110 3,451,346 (114,764) -3.2% 3,482,645 31,299 0.9% -2.3%

    Total Compensation 10,522,146 9,873,323 (648,823) -6.2% 10,205,447 332,125 3.4% -3.0%

   Total Payroll taxes 477,538 445,966 (31,572) -6.6% 470,116 24,150 5.4% -1.6%

403(b) Contributions 533,878 476,754 (57,124) -10.7% 493,704 16,950 3.6% -7.5%

Group Health, Dental, AD&D, Life, LTD 722,935 601,605 (121,330) -16.8% 632,241 30,636 5.1% -12.5%

   Employee Benefits 1,256,813 1,078,359 (178,454) -14.2% 1,125,945 47,586 4.4% -10.4%

On-Line Data & Contract Services 858,446 936,440 77,994 9.1% 1,020,493 84,053 9.0% 18.9%

Recruiting and Relocation Expenses 50,000 16,865 (33,135) -66.3% 20,000 3,135 18.6% -60.0%

Travel 799,999 390,511 (409,488) -51.2% 593,586 203,075 52.0% -25.8%

Phone and Telecommunications 73,224 69,339 (3,885) -5.3% 77,540 8,201 11.8% 5.9%

Computer & Office Supplies 110,664 89,091 (21,573) -19.5% 81,960 (7,131) -8.0% -25.9%

Employee Education 25,200 24,316 (884) -3.5% 29,263 4,947 20.3% 16.1%

Repairs/Maintenance 189,000 184,996 (4,004) -2.1% 198,844 13,848 7.5% 5.2%

BOD Meetings 51,000 17,106 (33,894) -66.5% 18,000 894 5.2% -64.7%

Other Operating Expenses 40,030 29,113 (10,917) -27.3% 32,511 3,398 11.7% -18.8%

    Total General Operating 2,197,563 1,757,776 (439,787) -20.0% 2,072,196 314,421 17.9% -5.7%

   Total Lease Expense 982,869 963,652 (19,217) -2.0% 978,729 15,076 1.6% -0.4%

Invest., Hiring & Board Consultants 30,000 30,000 0 0.0% 30,000 0 0.0% 0.0%

Legal Expenses 150,000 281,640 131,640 87.8% 150,000 (131,640) -46.7% 0.0%

Compensation Consultant 12,500 78,900 66,400 531.2% 77,500 (1,400) -1.8% 520.0%

Accounting fees 66,000 41,205 (24,795) -37.6% 42,500 1,295 3.1% -35.6%

     Total Professional Fees 258,500 431,745 173,245 67.0% 300,000 (131,745) -30.5% 16.1%

Property/Liability Package 12,240 12,265 25 0.2% 15,000 2,735 22.3% 22.5%

Umbrella Policy 4,500 4,454 (46) -1.0% 4,500 46 1.0% 0.0%

Workers Compensation 14,700 14,319 (381) -2.6% 15,000 681 4.8% 2.0%

Business Auto 840 836 (4) -0.5% 850 14 1.7% 1.2%

Commercial Bonding Policy 39,000 39,114 114 0.3% 35,000 (4,114) -10.5% -10.3%

Prof., D&O & Emp. Practices Liability 165,000 172,064 7,064 4.3% 180,000 7,936 4.6% 9.1%

     Total Insurance 236,280 243,052 6,772 2.9% 250,350 7,298 3.0% 6.0%

     Depreciation of Equipment 612,000 591,522 (20,478) -3.3% 574,341 (17,180) -2.9% -6.2%

Total UTIMCO Services 16,543,709 15,385,395 (1,158,314) -7.0% 15,977,125 591,730 3.8% -3.4%

Direct Costs to Funds

External Management Fees 23,897,322 15,440,317 (8,457,006) -35.4% 18,695,142 3,254,825 21.1% -21.8%

External Mgt. Fees-Performance Fees 20,305,482 3,715,734 (16,589,748) -81.7% 10,052,352 6,336,618 170.5% -50.5%

    External Management Fees 44,202,805 19,156,051 (25,046,754) -56.7% 28,747,494 9,591,443 50.1% -35.0%

Custodian Fees and Other Direct Costs 1,725,261 1,847,677 122,416 7.1% 2,008,927 161,250 8.7% 16.4%

Performance Measurement 505,724 439,317 (66,407) -13.1% 429,374 (9,943) -2.3% -15.1%

Analytical Tools 337,860 339,651 1,791 0.5% 348,178 8,527 2.5% 3.1%

Risk Measurement 483,000 422,083 (60,917) -12.6% 432,000 9,917 2.3% -10.6%

    Custodian and Analytical Costs 3,051,846 3,048,728 (3,118) -0.1% 3,218,480 169,752 5.6% 5.5%

Consultant Fees 950,500 567,123 (383,377) -40.3% 744,500 177,377 31.3% -21.7%

Auditing 776,000 733,097 (42,903) -5.5% 735,000 1,903 0.3% -5.3%

Controls Assessment (Sarbanes-Oxley) 0 0 0 N/A 0 0 N/A N/A

Printing 138,678 132,932 (5,746) -4.1% 0 (132,932) -100.0% -100.0%

Legal Fees 1,015,000 497,518 (517,482) -51.0% 677,500 179,982 36.2% -33.3%

Background Searches & Other 110,000 17,365 (92,635) -84.2% 61,200 43,835 252.4% -44.4%

    Other Direct Costs Total 2,990,178 1,948,035 (1,042,143) -34.9% 2,218,200 270,165 13.9% -25.8%

    Total Direct Costs to Funds 50,244,829 24,152,815 (26,092,014) -51.9% 34,184,174 10,031,359 41.5% -32.0%

Total Costs 66,788,538 39,538,210 (27,250,328) -40.8% 50,161,299 10,623,089 26.9% -24.9%

UTIMCO Operating Expenses/Budgets FY09-FY10

FY09

Change from

FY09 Projected

Change from

FY09 Budget
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EXHIBIT B 

 

FY10

Actual Actual Actual Actual Projected

8/31/06 

Budget

UTIMCO Services

Salaries and Wages + Vacation 4,203,100 4,492,078 4,908,821 5,377,233 6,421,977 6,722,802

Bonus Compensation + Interest 2,094,447 2,164,963 2,082,700 3,016,393 3,451,346 3,482,645

    Total Compensation 6,297,547 6,657,040 6,991,521 8,393,626 9,873,323 10,205,447

   Total Payroll taxes 313,637 312,023 337,117 394,313 445,966 470,116

403(b) Contributions 304,359 327,724 329,083 404,671 476,754 493,704

Group Health, Dental, AD&D, Life, LTD 315,457 406,756 420,593 510,154 601,605 632,241

   Employee Benefits 619,816 734,480 749,676 914,825 1,078,359 1,125,945

On-Line Data & Contract Services 677,346 811,883 840,578 851,499 936,440 1,020,493

Recruiting and Relocation Expenses 35,600 216,927 400,617 108,198 16,865 20,000

Travel 170,069 205,965 176,929 515,494 390,511 593,586

Phone Equipment and Charges 39,340 46,965 43,743 38,400 69,339 77,540

Computer & Office Supplies 68,431 143,372 67,733 140,512 89,091 81,960

Employee Education 21,814 13,728 16,817 20,311 24,316 29,263

Repairs/Maintenance 56,434 85,412 109,592 179,217 184,996 198,844

BOD Meetings 27,552 52,375 49,711 58,615 17,106 18,000

Other Operating Expenses 52,306 106,401 42,205 40,748 29,113 32,511

    Total General Operating 1,148,892 1,683,029 1,747,924 1,952,993 1,757,776 2,072,196

   Total Lease Expense 600,593 655,286 777,062 974,920 963,652 978,729

Invest., Hiring & Board Consultants 17,500 20,175 25,124 30,000 30,000 30,000

Legal Expenses 579,720 362,045 567,339 225,172 281,640 150,000

Compensation Consultant 33,650 95,920 13,100 146,455 78,900 77,500

Accounting fees 30,135 54,106 38,980 53,414 41,205 42,500

     Total Professional Fees 661,005 532,246 644,542 455,041 431,745 300,000

Property/Liability Package 28,797 22,993 18,685 15,100 12,265 15,000

Umbrella Policy 6,720 5,500 5,500 4,977 4,454 4,500

Workers Compensation 17,419 13,109 20,132 17,315 14,319 15,000

Business Auto 469 756 779 811 836 850

Commercial Bonding Policy 28,849 27,752 40,900 39,785 39,114 35,000

Prof., D&O & Emp. Practices Liability 171,959 150,525 164,300 164,300 172,064 180,000

     Total Insurance 254,213 220,634 250,295 242,288 243,052 250,350

     Depreciation of Equipment 272,836 504,637 564,076 556,450 591,522 574,341

Total UTIMCO Services 10,168,539 11,299,376 12,062,213 13,884,456 15,385,395 15,977,125

Direct Costs to Funds

External Management Fees 14,217,736 17,815,353 16,413,106 20,767,775 15,440,317 18,695,142

External Mgt. Fees-Performance Fees 14,898,389 29,648,938 18,010,650 8,087,324 3,715,734 10,052,352

    External Management Fees 29,116,125 47,464,291 34,423,756 28,855,099 19,156,051 28,747,494

Custodian Fees and Other Direct Costs 1,506,759 1,634,942 1,531,924 1,771,313 1,847,677 2,008,927

Performance Measurement 487,976 484,660 453,612 459,962 439,317 429,374

Analytical Tools 284,050 338,630 644,597 370,497 339,651 348,178

Risk Measurement 267,500 276,000 372,990 491,986 422,083 432,000

    Custodian and Analytical Costs 2,546,285 2,734,232 3,003,123 3,093,758 3,048,728 3,218,480

Consultant Fees 900,000 852,000 1,289,394 736,654 567,123 744,500

Auditing 158,309 177,944 204,550 829,938 733,097 735,000

Controls Assessment (Sarbanes-Oxley) 0 97,110 109,750 0 0 0

Printing 132,196 163,790 178,155 152,719 132,932 0

Legal Fees 932,525 761,764 825,621 1,348,784 497,518 677,500

Background Searches & Other 50,805 59,147 24,747 50,512 17,365 61,200

    Other Direct Costs Total 2,173,835 2,111,755 2,632,217 3,118,607 1,948,035 2,218,200

    Total Direct Costs to Funds 33,836,245 52,310,278 40,059,096 35,067,464 24,152,815 34,184,174

Total Costs 44,004,784 63,609,654 52,121,309 48,951,920 39,538,210 50,161,299

FY06 FY07

UTIMCO Operating Expenses/Budgets FY05-FY10

FY09FY05 FY08
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EXHIBIT C 
 

UTIMCO Reserve Analysis for August 31, 2009 

 
 

Projected Cash Reserves at August 31, 2009

Cash 12,361,678

Prepaid Expenses 411,945

Less:   Accounts Payable (3,620,261)

(Includes bonuses & earnings payable)

Expected Cash Reserves at August 31, 2009 9,153,361$      

FY10 Proposed Operating Budget 15,977,125

Applicable Percentage 25% 3,994,281

FY10 Proposed Capital Expenditures 144,500 144,500

Required Cash Reserves at August 31, 2009 4,138,781$      

Balance Available for Distribution 5,014,580$      

Recommended Distribution 5,000,000$      
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9. U. T. System Board of Regents:  Discussion of U. T. System Funds' 
Investment Strategy 

 
 

REPORT 
 
 

Mr. Bruce Zimmerman, Chief Executive Officer and Chief Investment Officer of The 
University of Texas Investment Management Company (UTIMCO), will report on the 
investment strategy with respect to asset allocation, downside risk, liquidity (and 
unfunded commitments), leverage, and use of derivatives, including proposed changes 
to Delegation of Authority, Liquidity Policy, and the Derivatives Policy. 
 




