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Executive Summary

The compliance program at UTIMCO is responsible for coordination of the organization’s risk assessment and monitoring plan; meeting facilitation for the Audit and Ethics Committee of the UTIMCO Board and the UTIMCO Employee Ethics and Compliance Committee; and development of compliance and ethics training for all full-time employees.  The Senior Management Team (including the President) and the UTIMCO Audit & Ethics Committee are briefed routinely on the activities of the program.  The Chief Compliance Officer is Joan Moeller, CPA.  She is assisted in her duties by the Manager of Finance & Administration (Melynda Carter) and a Compliance Assistant/Officer (to be determined).  

Action Plan Activities  


Risk Assessment Process – UTIMCO will review and revisit the assessment of the compliance risks to identify and prioritize the “A” compliance risks.  With the hiring of the new Manager of Finance and Administration, a review of the institutional compliance process will be conducted.  In addition, the monitoring and training programs are also going to be assessed.  A Charter of the UTIMCO Employee Ethics and Compliance Committee will be written and adopted.  
Investment Risk Management – UTIMCO is actively enhancing its measurement, assessment, and management of investment risk.  Investment risk is the risk that the expected performance is not commensurate with the risk taken.  UTIMCO has been moving to an investment approach that is built around risk – Risk Budgeting.  By having a thorough understanding of the risks in the portfolios, investment issues should be identified earlier, allowing staff to deal with them preemptively. This Investment Risk Management function now has processes and systems in place to measure and track risk levels, test risk levels, and measure and track the Risk Budget Allocation.  The Risk Committee has issued a Request for Proposal (RFP) document to contract with an outside and independent consultant to review the processes and methodologies used by the Investment Risk Management functional area.  
Investment Due Diligence – Considerable work has been done during the current fiscal year to compile and organize the due diligence process and procedures used in each area.  Efforts should now focus on reviewing, comparing, and contrasting the processes used by the various investment departments to help identify best practices.  In addition, these basic processes should be tested to help ensure that the documented processes are being used and applied as designed.  A comparison of processes to outside peers would also be beneficial in helping ensure that UTIMCO staff is applying “best practice” procedures to the diligence work they perform.

Voluntary Implementation of Sarbanes-Oxley – UTIMCO has been voluntarily implementing Sarbanes-Oxley.  Management will evaluate with the UTIMCO Audit and Ethics Committee the value provided by continuing the voluntary implementation specifically related to the internal control testing to determine if the assessment of internal control should be continued and/or scaled down.  Management will also include external auditors and UT System internal audit in the discussion.  If the decision is made to continue the assessment of internal controls, the Intermediate Term Fund will be included for fiscal year 2007.  During the first quarter of fiscal year 2007, Ernst & Young and the UT System internal audit will finalize test for fiscal year 2006 and finalize reports for the Permanent University Fund (PUF) General Endowment Fund (GEF), the Long Term Fund (LTF), the Permanent Health Fund (PHF) and UTIMCO. 
Information Technology Access & Security – UTIMCO will look to enhance the review of the access and security of IT resources and data including the feasibility of an outside group providing a review.  In addition, the Employee Ethics and Compliance Committee will appoint an Information Security Officer.  The Information Security Officer will review the requirements of the UT System draft plan related to security compliance in order for UTIMCO to comply with the requirements of the plan.
Training – During the year the Employee Ethics and Compliance Committee will conduct appropriate training for all of its managers, staff, and interns.  This is accomplished by conducting a series of small group sessions to review ethics and compliance practices and provide staff with an opportunity to ask questions.  In addition, training activities for new employees will be held throughout the year.  Training for the UTIMCO Employee Ethics and Compliance Committee will also be conducted.  The required training related to the Open Meetings Act as required by State Law will be completed prior to the deadline for all outside UTIMCO Board members and appropriate staff individuals.  During the year, training will be developed for participants responsible for the compliance function.
Asset Allocation – During the year, after issues related to asset allocation are resolved by the UTIMCO Board and Board of Regents, UTIMCO staff will document the process and continue to monitor on a monthly basis.

Social Security Numbers – UTIMCO will add the protection of social security numbers as an “A” risk and identify the risks and control activities and will develop a monitoring plan.  
Peer Review – A formal peer review has been discussed and is being planned for this fiscal year.
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