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1. U. T. System: Report on the Fiscal Year 2007 Annual Financial Report,
including the report on the U. T. System Financial Statement audit work
performed by institutional and U. T. System Administration internal audit

See Item 11 on Page 139 of the Finance and Planning Committee.

2. U. T. System Board of Regents: Approval to renew the contract with
Deloitte & Touche, LLP, as the external auditor for the Fiscal Year 2008
audit of funds managed by The University of Texas Investment
Management Company (UTIMCO)

RECOMMENDATION

Committee Chairman Estrada recommends approval to renew the auditing services
contract with Deloitte & Touche, LLP, to (1) perform audits of the financial statements,
(2) audit and report on management's assessment of the internal controls over financial
reporting, and (3) audit the performance statistics for the fiscal year ending
August 31, 2008, for the funds managed by The University of Texas Investment
Management Company (UTIMCO) as listed below:

a. Permanent University Fund (PUF)

b. The University of Texas System General Endowment Fund (GEF)

C. Permanent Health Fund (PHF)

d. The University of Texas System Long Term Fund (LTF)

e. The University of Texas System Intermediate Term Fund (ITF)

BACKGROUND INFORMATION

Fiduciary responsibility for the PUF, GEF, PHF, LTF, and ITF (the Funds) rests with the
U. T. System Board of Regents. Texas Education Code Section 66.08(f) requires that
the U. T. System provide for an annual financial audit of the PUF if the PUF is within the
scope of funds managed by an external management corporation.

The Funds were audited by Deloitte & Touche, LLP, on an annual basis from UTIMCO's
inception in 1996 through Fiscal Year 2002. On July 7, 2003, the Board of Regents
authorized U. T. System staff to negotiate and enter into an auditing services contract
with Ernst & Young, LLP, for one year with a right to renew in one-year increments for
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four years. The contract was renewed by the Board of Regents on February 4, 2004,
February 10, 2005, February 9, 2006, and February 8, 2007.

Ernst & Young, LLP, notified UTIMCO on April 13, 2007, that the firm had declined to
perform the audit of the investment funds managed by UTIMCO for the year ending
August 31, 2007. Stating that the reason for its decision was not unique to UTIMCO, the
firm noted that, due to its interpretation of recent industry auditing changes, it was not
possible to conduct a cost-effective audit approach for endowments similar to
UTIMCO's that hold significant alternative investments with different year ends from the
endowment year end. The firm noted the inherent delay between the reporting of
valuations for certain alternative investments, which are audited at calendar year end,
and the August 31, 2007, effective date of the investment funds' audit, could create
associated risks.

Accordingly, U. T. System issued a Request for Qualifications (RFQ) to select new
outside auditors for the Funds managed by UTIMCO and written proposals were
received on June 4, 2007, from two firms: Deloitte & Touche, LLP, and Weaver and
Tidwell, LLP.

On July 11, 2007, the Board of Regents authorized U. T. System staff to negotiate and
enter into an auditing services contract with Deloitte & Touche, LLP, for one year with a
right to renew in one-year increments for four additional years.

3. U. T. System Board of Regents: Approval of proposed appointment of
members to the Audit and Ethics Committee of The University of Texas
Investment Management Company (UTIMCO)

RECOMMENDATION

The University of Texas Investment Management Company (UTIMCO) Board of
Directors will make recommendations to the U. T. System Board of Regents for the
appointment of members to the Audit and Ethics Committee of the UTIMCO Board of
Directors.

Members are expected to be appointed by the UTIMCO Board of Directors on
January 30, 2008.

BACKGROUND INFORMATION

Section 66.08 of the Texas Government Code requires that the U. T. System Board of
Regents approve the appointment of members of the Audit and Ethics Committee of the
UTIMCO Board of Directors.
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4. U. T. Brownsville: Report on the Internal Audit Department, including the
Student Health Services Audit

REPORT

Ms. Norma Ramos, Director of Internal Audits, U. T. Brownsuville, will present an
overview of the internal audit department and the results of the Student Health
Services (SHS) audit. Most U. T. System institutions have a student health center on
campus to provide certain health services to students and, in some cases, to faculty and
staff. These services include basic health care, immunizations, reproductive services,
and other routine health services. These centers are operated by physicians, advanced
practice nurses, and other professionals and are generally funded in part through a
student health fee. Ms. Ramos performed an audit to provide assurance that SHS was
in compliance with policies, procedures, laws, and regulations that could have a
significant impact on operations and to provide assurance that existing internal controls
over SHS are adequate. The audit identified significant compliance issues with several
regulations applicable to SHS and significant internal control deficiencies in financial,
operational, and administrative processes.

Supplemental Materials: PowerPoint presentation on Pages 264 - 267 of

Volume 2.

5. U. T. System: Report on the System-wide internal audit activities, including
the Presidential Travel, Entertainment, and Housing Expense Audits

REPORT

Mr. Charles Chaffin, Chief Audit Executive, will report on the results of the Presidential
Travel, Entertainment, and Housing Expense audits conducted at each institution and
U. T. System Administration.

Mr. Chaffin will also report on System-wide audit activity for the first quarter of Fiscal
Year 2008, including the status of significant audit findings and related
recommendations.

The first quarter activity report on the Status of Outstanding Significant
Recommendations is set forth on Pages 144 - 145. The report shows that satisfactory
progress is being made on the implementation of all significant recommendations. A list
of other audit reports that have been issued by the System-wide audit program follows
on Page 146.
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BACKGROUND INFORMATION

Significant audit findings/recommendations are submitted to and tracked by the U. T.
System Audit Office. Quarterly, the chief business officers are asked for the status of
implementation, which is verified by the internal audit directors. A quarterly summary
report is provided to the Audit, Compliance, and Management Review Committee of the
U. T. System Board of Regents. Additionally, the Committee members receive a
detailed summary of "new" significant findings and related recommendations quarterly.
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https://www.utsystem.edu/agenda/attachments/2008%20-%201st%20Qtr%20Master%20BOR%20Summary.xls

SI92IYJO SSBUISNG JBIYD PUE SI01AIQ NPNY [BUIBNU| LIOL PAAIBIBY U

1002 18quiadaq
200 UpNY Waiss :Aq parepiosuon

69 99 sfeloL
Aiojoejsies 800Z/1E/E 4 sypny 8sueldwo) pue JuaWlsaAu| [euonninsul OJWILN WAV SASLN 50-9002
Kiojoeysies 600¢/1/6 T 1pNY [eloUBUIS SPIM-WSISAS WAV SASLN 21-5002
Aioyoeysines 8002/82/2 T JUSWUMELISIUT P [9ARIL S)UBPISBId U} JO O BU1 JO MBINDY 1)KL - DHLN 90-9002
pajuawajdw 1002/TE/ZT 0 SWwalsAS uoneuwwoju| Jusied arem)yos Joladns axe pue yaalpaA JO Ipny AIndes 1| 19JAL - DHLN T1-5002
Kioyoeysies 8002/8212 T 2oueldWOD Z0Z BPOD SARBASIUIWPY SexaL 19AL-OHLN|  $0-5002
Kioyoeysies 8002/82/2 z s[eualelN yoreasay [edlbojolg Jo A1indas pue asueusiurey|  UOISNOH - DOVAWLN 60-2002
Kiopejsies 8002/T€E/8 4 M3INaY ubisaq aoueldwo) yoreasay| U0ISNOH - DOVAWLN 0T-2002
Kioyoeysies 8002/82/2 S 152491u] J0 Jo1U0D|  uoISNOH - DOVAWLN 90-2002
Aioroejsies 800Z/1E/8 2z Ki1an0day pue abelols ‘dnxoeg pazienusd| uoisnoH - Dovaw.Ln 60-9002
Kioyoesies 8002/T€/8 T JUSWUOIIAUT SSJON SMOoT|  U0ISNOH - DJVAINLN 80-1002
Kiopejsies 8002/0€/T z ereq yoreasay [enbiq Jo uondajoid| ooy ues - oSHLIN 90-2002
Kioyoejsies 800Z/0E/Y T SU0N99||0D Ue|d Juado[@Aa@ pue Yyosessay ‘sadlnies [edlpajy| Oluoluy ues - DSHLN $0-9002
Kioyoejsines 8002/T/S z I siaquinN AJIN23S [€190S 4O UONI3}0Id UOISNOH - DSHLN 11-2002
Kiojoeysies 800¢/T€/8 Z S eleq pJed upaid Jo Aundes U0ISNOH - DSHLN 50-2002
Kiopejsies 8002/TE/T T T $9559201d aimde) abiey)d |00ydSs [eIIpaN UOISNOH - DSHLN 50-2002
Aioyoejsies 8002/0E/9 T T walsAs Bulg ays Jo suoneslddy palos|es JO MaINY pue SS820.d UOII|0D Bullig UOISNOH - DSHLN 50-2002
pajuswajdw| 2002/T/2T 0 T uonensibay uaned U0ISNOH - DSHLIN 0T-9002
pajuawa|dw| 200¢/0E/TT 0 T SS920Y SS8|alIM uolsane9 - gNLN 1T-9002
Kiojoeysies 8002/62/2 T 1 (a1eD pabeuep [euondaii0d) ainy AIINJ8S [euld YvdIH 8yl yim arepdn soueldwod uoisanes - anin|  z0-s00z
Kiojoessies 8002/62/2 T T (jeuonnsuy) 8Ny AINJaS [euld YvdIH aui yim arepdn soueldwod uoISaAeD - GNLN £0-5002
pajuawajdu) L00Z/0E/TT 0 T welboid soueldwo) [endsoH se|ed - ONSLN|  60-9002
Kiojoeysies 200¢/1€/2T T T 3|qeAed SJUN02IY se|leq - DNS1N 50-9002
Aioyoejsies 8002/T/€ T 9oueldwo) Z0zZ dP0D SARASIUILPY SBXa | vS1n 60-200Z
Kioyoejsies 8002/T/€ T T Bunioday 1oy3 pue awi] - adueldwo) ydreasay vSLN 60-700Z
Aioyoejsnes 8002/82/2 T z sa11j0d Bunioday 1oy3 uo adueping €9TSIN adln 80-2002
pajuswa|dw £002/TE/0T 0 T Bulreys 1500 - S}0RHUOD B SIUBID vdin|  so-z00z
Kiopejsies 800¢2/0€/9 8 AN28s 1aAIBS pazifenuslaq d3ln T1-2002
Kiopoejsies 800Z/0€/T S S suoneolddy ABojouyda ] uonewsou] spim-sndwed d3aln 20-200Z
Kiojoeysies 800Z/T€E/T T T rensifay ayy Jo 2210 d3ln 50-5002
pajuswajdw 100Z/0E/TT 0 1] XI-A S8SeUd Yed MalnIareM| atn| 90200z
Kiopejsies 800¢/0E/Y T I T 1pny Hoday [eldueuly enuuy aln 10-2002
Aioyoejsies 8002/82/2 T sueld Bunonuon suawalinbay Bunioday % S1S0D 8|gemo|ieun — siuelS % SPBHU0D aln 11-2002
pajuswa|duw) 2002/T€/8 0 I S191UaD yoIeasay aln 90-2002
pejuaws|dw] 8002/82/2 0 | 8 | S90IMISS UEsH JUspniS atn|  9o0-z002
Kiopejsies 800¢/8¢/C Z < Jueld [edisAyd a1n 0T-700Z
Kiojoeysies 8002/TE/8 T T 291JJ0 PIV [BIDUEUIS U} JO IPNY S|ou0D suonedlddy pue [epueuld £002 ain|  90-vo0z
Kiojoeysies 8002/82/C T T SjueI9 pue SIORNUOD aln €0-7002
Aiopeysies L00Z/TEMRT T T (SSa 10d) prepuels Aundas eled Alisnpu pied Juswiked snvin[  go-z00z
Kioyejsies 8002/T€/8 T T 0d Bunioday Loy uo sdueping €9TS1N SNV.LN 90-2002
pauswa|dw| L002/1E/2T 0 ¢t ] PN (1e959Y S108[qNS [eWIUY Tavin|  zo-z00¢
Kiopejsies 8002/T€/8 € € s1aquinN A1INJ8S [e100S 40 Alfenuapyuo) auy bunosiold qdvLN|  90-2002
Kiooeysies 8002/82/2 1 1 sapljod Bunioday Hoy3 uo souepIND :€9T SN JO Ssaiboid uonreluawadw| q9vLin|  90-2002
Kiojoejsies 8002/TE/8 T T uoneziueblQ pue Buluue|d — Sj0AU0D 1| [eiaUsD 79vLN 50-2002
(210N) sBuipui4 sBuipuiy4
uonajdwo) are@
splemo ] uolreluawa|duwi JeoyIubis Bupiuey Bupjuey 1upny uonnysul are@ 1oday
ssalibold palabire] o#
|[eI19A0
800¢ 191enQ 1T /002 131eNnd Y

suonepusWwWoday/sBulpul weayubls Buipuesing Jo sneis
IN3ILSAS SYX3L 40 ALISHIAINN FHL

144



2002 12qwa0eq
0O UPNY WaISAS :AQ parepljosuod

SI92IYJO SSAUISNG JBIYD PUE SI0IAIE NPNY [BUIBIU| WL PBAIBOSY UONEWIOJ]

“1ouuew srendoidde pue Ajswn e ul passaippe Buiag LON s1 Buipuly ueayiubis ay) Jey) swasp J032a1id IPNY [eusdiu] 8yl - Alojoejsiesun

“Jauuew aeudoidde pue Alswi e ul passaippe Bulaq Jo ssasoud ayy ui si Buipuly Juedubis 8y Yey) swasp 10398110 IPNY [eusaiu] 8yl - A101dejsires
‘paxoeu) aq Jabuo| ou pjnoys pue pajosal/passaippe Ajereudoidde usaq sey Buipul Jueoyiubis ay) swaap 10198110 IPNY [eusdlu| ayL - pajuswsa|du)

“Joprenb ay) Buunp apew sem uopejuswaldwi spremos ssaiboid fepuelsgns yaiym 1oy Buipuly Juedubis

‘papodal isuiy sem Buipuy Juedyiubis sy veyy saenb ayy Bulnp apew sem uopejuswaldwi spremo) ssaifold [enueisgns yaiym Joy Buipuy juesyubis

:310N

"paxoed) aq Jabuoj ou [iim pue Japenb sy Buunp pajuswaidwi Ajereudoidde sem Buipuid yueayubs |G

“uopejuswa|dw SpJemo} apew sem ssaiboid papwil/ou yaiym Joy Buipuly Jueoyubis snoineid e YO Jalenb Jusnbasgns ayp Ul usxe) ag [IIm Uonde 8AR31100 Yoalym 1oj Buipuy ueayiubis meu e Jeuy3 NG

:puabar 10]0D

5 o1 sfeloL
Kiopejsies 6002/TE/T T suoNISUl pevelay-UiesH Je aJed Ay Wav SAsLn[  so-L00z
U@«C@EW_QE_ 1002/TE/8 0 unsny Je sexa] Jo \a_wh®>_CD aylie uC&E@@MCME uonaonisuod NAV SASLN 80-9002
Kiopejsnes 010Z/TE/8 1 T UONEBULIOJU| YIERH Peoslold Jan0 Alnoas| uosnon - oovawin|  T1-zooz
Kiojoejsies Buipuad aved z z 00z Ad PNy IBUIS SpIMAIEIS U1 Jo UoMod fesepad| uoisnoH - DOvawLn|  20-s00z
Kopejsies 1002/TEfZT T T suonnIsul uoireanp3 JayBiH Te Bleq oIEasay JO U0N0al0ld| Ol UeS - OSHLN|  90-700Z
Kopejsnes 1002/TEfZT T z 5002 Ad UPNY 3IBUIS SpIMIeIS JO UOMOd [elepad uoisenes - gWLn|  20-900z
Kiopejsnes 8002/TE/T T T J3ISNID PIV [e0UBUIS-IPNY BIBUIS 9002 ALLn|  zo-900z
paluswalduw| L00Z/TENRT 0 T MaINeY [eloueUlS vsin|  zo-vooz
Kiojoejsies 8002/82/2 z z J3ISNI PIV [eloUeUI JUSPNIS - UPNY BIBUIS BPIMATEIS 9002 gdin| o200z
SLIanv 391440 S.H0LIANY 3LVLS
(210N) sbuipuiy sBupuly
uona|duiod o1ed weoyubis | Bupuey | ueoyubis | Bunjuey
splemo] uoneluswa|dw) npny ayeq 1oday
ssalbold palabie) o# o#
TEIEYYe)
800 Jo1end 15T 7002 151end Uiy

suonepusWwWoday/sBulpul weayubls Buipuesing Jo sneis
IN3ILSAS SYX3L 40 ALISHIAINN FHL

145



U. T. SYSTEM-WIDE INTERNAL AUDIT AND STATE AUDITORS' OFFICE AUDIT REPORTS

Institution Audit
UTARL Biosafety Research Audit
UTARL President’s Travel, Entertainment, and Housing Expenditures Audit
UTD Environmental Health and Safety (EHS) Audit
UTEP Animal Research Program Audit
UTEP Protecting the Confidentiality of Social Security Numbers
UTEP Center for Inter-American and Border Studies
UTSA Campus Security Follow-Up
UTSA President's Travel, Entertainment, and Housing Expenses Audit
UTTY Campus Security Department Audit
UTTY Annual Financial Report (AFR) Audit
UTTY President’s Travel, Entertainment, Housekeeping and Other Expenses Audit
UTSMC - Dallas Pharmacology Review
UTSMC - Dallas Orthopaedic Surgery Audit
UTSMC - Dallas Department of Anesthesiology and Pain Management Audit
UTSMC - Dallas Physician Billing and Collections
UTSMC - Dallas Billing Compliance Program
UTSMC - Dallas Information System Interfaces

UTMB - Galveston

Confidentiality of Digital Research Data Audit

UTMB - Galveston

State Auditor's Office A-133 Audit Follow-Up

UTMB - Galveston

Student Financial Aid Audit

UTMB - Galveston

Human Resources Audit Follow-Up

UTMB - Galveston

PeopleSoft Human Capital Management - Post Implementation Audit

UTMB - Galveston

Healthcare Systems Payroll Processing Review

UTMB - Galveston

Office of the President Change in Management Audit

UTMB - Galveston

Revenue Cycle Clinic Pharmacy Product Review

UTHSC - Houston

Internal Medicine Change in Management Audit

UTHSC - Houston

Endowment Compliance Report

UTHSC - Houston

Protection of Research Data Report

UTHSC - Houston

Determination of Indigent Care Status Report

UTHSC - Houston

Follow-Up on Open Recommendations

UTHSC - Houston

Presidential Travel and Entertainment Audit

UTHSC - San Antonio

Decentralized Grants Administration

UTHSC - San Antonio

Payment Card Industry Data Security Standards Audit

UTHSC - San Antonio

Regional Academic Health Center (RAHC) Funds Management

UTHSC - San Antonio

President’s Travel, Entertainment, and Housing Expenditures Audit

UTMDACC - Houston

Medical Billing Compliance Design Review

UTMDACC - Houston

Pharmacy Inventory Review Phase Il

UTMDACC - Houston

Payroll Services Review

UTMDACC - Houston

Effort Reporting Status Update

UTMDACC - Houston

Texas Administrative Code (TAC) 202 Audit

UTMDACC - Houston

Siemanes Building Automation (Apogee and Staefa) Application Security Review

UTMDACC - Houston

Cirius Prebill Application Security Review

UTMDACC - Houston

Protecting the Confidentiality of Social Security Numbers

UTMDACC - Houston

Payment Card Industry Data Security Standards Audit

UTMDACC - Houston

Communication of Critical Results

UTHC - Tyler Research Compliance Design Review

UTSYS ADM Office of Technology and Information Services Change in Management Audit

UTSYS ADM Chancellor's Travel, Entertainment, and Housing Expenses Audit

UTSYS ADM Chesapeake Energy Corporation Audit

UTSYS ADM Project Costs of The University of Texas Health Science Center - San Antonio Academic and Administration Building as Managed b
the Office of Facilities Planning and Construction

UTSYS ADM The University of Texas Investment Management Company Chief Executive Officer's Expenses Audit

December 2007

Institution Audit
| NONE [NONE
Information Received from Internal Audit Directors Consolidated by: System Audit Office 1 46




6. U. T. System: Report on System-wide institutional compliance activities,
including the Institutional Compliance Advisory Council, and Institutional
Compliance Program report for U. T. Pan American

REPORT

Mr. James Langabeer, Vice President for Business Affairs and Institutional Compliance
Officer at U. T. Pan American, will present an overview of the institutional compliance
program at U. T. Pan American.

Ms. Karen Parsons, Director, Institutional Compliance, U. T. Health Science Center -
Houston, will report on the activities of the System-wide Institutional Compliance
Advisory Council.

Mr. Charles Chaffin, System-wide Compliance Officer, will report on the first quarter
Fiscal Year 2008 report of the System-wide Compliance Program. Institutional activity
reports are presented to the Committee on a quarterly basis. The last activity reports
were sent on January 18, 2008.

Supplemental Materials:
e U.T.Pan American Compliance Program PowerPoint presentation on
Pages 268 - 271 of Volume 2.
e System-wide Institutional Compliance Advisory Council PowerPoint
presentation on Pages 272 - 275 of Volume 2.
e First quarter report of the System-wide Compliance Program on
Pages 276 - 279 of Volume 2.

7. U. T. System: Report on Conflicts of Interest Policy

REPORT

Mr. Barry Burgdorf, Vice Chancellor and General Counsel, will report on the new U. T.
System Administration Conflicts of Interest Policy. The law passed by the 80th
Legislature requires each state agency to adopt a written ethics policy for its employees
consistent with the standards of conduct provided by State law. This policy provides an
executive summary of conflict of interest laws, rules, and policies. It is also the basis for
a model ethics policy that may be used by the U. T. System institutions.

Supplemental Materials: INT160 Conflicts of Interest Policy on Pages 280 - 290 of
Volume 2.
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