ITEM 16
June 5, 2008

RESOLUTION

EVALUATION OF THE UNIVERSITY’S ENDOWMENT
AND NON-ENDOWMENT INVESTMENT POLICIES

WHEREAS, the Southern Association of Colleges and Schools (SACS) requires that

investment policies must be evaluated regularly, and

WHEREAS, the Board of Trustees has previously approved the University’s endowment

funds policies and guidelines and the University’s non-endowment cash pool investment policy,

THEREFORE, BE IT RESOLVED, that the Board of Trustees of the University of
South Alabama hereby acknowledges the current year annual evaluation of both policies by the

Endowment and Investment Committee.



UNIVERSITY OF SOUTH ALABAMA
NON-ENDOWMENT CASH POOL INVESTMENT POLICIES

Purpose

The purpose of this Investment Policy is to provide a guideline by which the pooled funds (the
current, loan, agency and plant fund groups) not otherwise needed to meet the daily operational
cash flows for the University can be invested to earn a maximum return, yet still maintain
sufficient liquidity to meet fluctuations in the inflow of funds from revenues, tuition payments

and state appropriations.

The policies and practiced hereinafter set forth separate funds into three investment categories:
(1) Short-term funds (2) Intermediate-term funds (3) Long-term funds.

INVESTMENT OBJECTIVES

The investment objectives for Operational Funds Investments are: (1) to maximize current
investment returns consistent with the liquidity needs of the University. In keeping with the
investment objectives noted above, it is acknowledged that there are Operational Funds which
require short-term, intermediate-term and long-term investment strategies.

It is expected that the maturities of the investments in the Operational Funds will be matched
against the cash flow needs of each campus to maximize yields consistent with the liquidity

needs of the University.
Maintenance of Adequate Liquidity

The investment portfolio must be structured in such a manner that will provide sufficient
liquidity to pay obligations such as normal operating expenses and debt service payments as
they become due. A liquidity base will be maintained by the use of securities with active
secondary markets, certificates of deposit, or repurchase agreements. These investments could
be converted to cash prior to their maturities should the need for cash arise.

Return on Investments

The University seeks to optimize return on investments within the constraints of each
investment objective. The portfolio strives to provide a return consistent with each investment
category. The cash pool portfolio rate of return will be compared with the returns of broad
indices representing the investment and maturity structure of the Pool.



DELEGATION OF AUTHORITY

The Board of Trustees is ultimately responsible for investment policy. By Board Resolution the
Board of Trustees is delegating investment authority to the President or Vice President for
Financial Affairs or other such persons as may be authorized to act on their behalf.

The Investment Policy is established to provide guidance in the management of the
University’s Non-Endowment Cash Pool to insure compliance with the laws of the State of
Alabama and investment objectives. The Vice President for Financial Affairs or his designee is
accorded full discretion, within policy limits, to select individual investments and to diversify
the portfolio by applying their own judgments concerning relative investment values.

IMPLEMENTATION OF THE INVESTMENT POLICY
The Vice President for Financial Affairs or his designee is authorized to execute security
transactions for the University investment portfolio. Reports of investments shall be presented

to the Endowment and Investment Committee of the Board of Trustees.

AUTHORIZED INVESTMENT INSTRUMENTS

Short-Term Operational Funds

Safety of Capital

Preservation of capital is regarded as the highest priority in the handling of investments for the
University of South Alabama. All other investment objectives are secondary to the safety of

capital.

It is assumed that all investments will be suitable to be held to maturity. However, sale prior to
maturity is warranted in some cases. For example, investments may be sold if daily operational
funds are needed or if the need to change the maturity structure of the portfolio arises.

All investments will be restricted to fixed income securities with the maturity range to be
consistent with the liquidity needs of the pooled fund groups. It is essential that cyclical cash
flow be offset by liquid investments. Permissible investment instruments may include:

1. Checking and Money Market deposit accounts in banks. These funds are subject to full
collateralization for the amounts above the FDIC $100,000.00 coverage limit, or
participation by the Bank in the State of Alabama’s Security for Alabama Funds

Enforcement Program.



2. Certificates of Deposit issued by banks and fully collateralized for the amounts above
the FDIC $100,000.00 coverage limit or participation by the bank in the State of
Alabama’s Security for Alabama Funds Enforcement Program. Negotiable Certificates
of Deposit or Deposit Notes issued by credit worthy U.S. Banks in amounts not to
exceed the FDIC $100,000.00 coverage limit.

3. Direct obligations of the United States or obligations unconditionally guaranteed as to
principal and interest by the Unites States.

4. Obligations of a Federal Agency (including mortgage backed securities) or a sponsored
instrumentality of the United States including but not limited to the following:

Federal Home Loan Bank (FHLB)

Federal Home Loan Mortgage Corporation (FHLMC)
Federal Farm Credit Banks (FFCB)

Government National Mortgage Association (GNMA)
Federal National Mortgage Association (FNMA)
Student Loan Marketing Association (SLMA)
Financing Corp (FICO)

Tennessee Valley Authority (TVA)

Government Trust Certificates (GTC)

5. Commercial paper of corporate issuers with a minimum quality rating of P-1 by
Moody’s, A-1 by Standard and Poor’s or F-1 rating by Fitch. Corporate bonds will
maintain a minimum “A” rating by both Moody’s and Standard and Poor’s at the time
of purchase. No more than ten percent (10%) of the Total Cash and Investments shall
be invested in a single corporation for Commercial Paper/Short-term Corporate Bonds
and thirty-five percent (35%) per Federal Agency Obligation as described above. There
will be no limit on U.S. Treasury Obligations. All such securities must have an active

secondary market.

The maturity range of Short-Term Operational Funds Investments shall be consistent with
liquidity requirements of the funds category. However, funds established under certain debt
instruments may be invested in accordance with the applicable criteria. Typical maturity will
range from 1 year and less.

Intermediate-Term Investment of Operational Funds

Investments for those Operational Funds designated by the Campus President as benefiting
from investment over a one- to three-year period.



AUTHORIZED INVESTMENT INSTRUMENTS

Permissible investments are consistent with all investments approved under short-term
operational funds within a one and three year investment period. It is expected that the
maturities of the investments within the intermediate-term funds will match against the cash
flow needs of the University and to maximize yields consistent with the liquidity needs of the

University.

Long-Term Investment of Operational Funds

Investments for those Operational Funds designated by the Campus President as benefiting
from a longer-term investment strategy will use the same investment and management criteria
as those applicable under the University’s Endowment Investment Policy.

PASS THROUGH OR DESIGNATED FUNDS

This policy shall also cover pass through funds (endowment funds to be forwarded to external
endowment fund managers) and any funds managed by the University and designated for
specific purposes and not covered by individual investment restrictions (i.e. endowment funds
that may not be co-mingled, bond proceeds during construction, USA Health Plan, etc.)

PRUDENCE AND ETHICAL STANDARDS

The standard of prudence to be used by investment officials shall be the “prudent person”
standard and shall be applied in the context of managing the overall portfolio. Persons
performing the investment functions, acting in accordance with these written policies and
procedures, and exercising due diligence shall be relieved of personal responsibility for an
individual security’s credit risk or market price changes, provided deviations from expectations
and appropriate recommendations to control adverse developments are reported in a timely
fashion. The “prudent person” standard is understood to mean:

“Investments shall be made with judgement and care, under circumstances then prevailing,
which persons of prudence, discretion and intelligence exercise in the management of their
own affairs, not for speculation, but for investment, considering the probable safety of their
capital as well as the probable income to be derived.”

EFFECTIVE DATE

This policy shall become effective immediately upon its adoption by the Board of Trustees.
Further, this policy shall be reviewed at least annually and updated whenever changing market

conditions or investment objectives warrant.



Endowment Funds
Investment Policies and Guidelines

The Endowment Committee of the Board of Trustees of the University of South Alabama shall
be responsible for recommending investment policies and guidelines for approval by the Board
of Trustees, implementation of such policies and guidelines and selection of qualified
investment professionals including Investment Consultant(s), Investment Manager(s), and
Funds Custodian(s). The Endowment Committee will oversee investment activities, monitor
investment performance and ensure the prudent control of the Endowment Funds of the
University. The Endowment Committee will make periodic reports to the Board of Trustees.

L. Purpose of the Endowment Funds

The University of South Alabama Endowment Funds exist to provide revenue while
preserving principal to fund those projects which have been endowed for specific
purposes, i.e., scholarships, professorships, program enhancements, student loans, etc.

II. Purpose of the Investment Policy

This investment policy is set forth by the board of Trustees of the University of South
Alabama in order to:

1.

2.

Define and assign the responsibilities of all involved parties.

Establish a clear understanding of all involved parties of the investment goals and
objectives of Endowment Funds assets.

Offer guidance and limitations to Investment Manager(s) regarding the investment
of Endowment Funds assets.

Establish a basis of evaluating investment results.

Manage Endowment Funds assets according to prudent standards as established in
the laws of the State of Alabama.

Establish the relevant investment horizon for which the Endowment Funds assets
will be managed.

In general, the purpose of this policy is to outline a philosophy and attitude which will
guide the investment management of the assets toward the desired results. It is intended
to be sufficiently specific to be meaningful, yet flexible enough to be practical.



III.

Delegation of Authority

The Board of Trustees of the University of South Alabama is responsible for directing
and monitoring the investment management of the University’s Endowment Funds
assets. As such, the Board of Trustees is authorized to delegate certain authority to
professional experts in various fields. These include, but are not limited to:

1. Investment Management Consultant(s). The consultant may assist the Board of
Trustees in: establishing investment policy, objectives, and guidelines; selecting
investment managers; reviewing such managers over time; measuring and
evaluating investment performance; and other tasks as deemed appropriate.

2. Investment Manager(s). The investment manager has discretion to purchase or
sell, in the University’s name, the specific securities that will be used to meet

the Endowment Funds investment objectives.

3. Funds Custodian(s). The custodian will physically (or through securities owned
by the Fund) collect dividend and interest payments, redeem maturing
securities, and effect receipt and delivery following purchases and sales. The
custodian may also perform regular accounting of all assets, owned, purchased
or sold as well as movement of assets into and out of the Endowment Funds

accounts.

With the exception of specific limitations described in these statements, managers will
be held responsible and accountable to achieve the objectives herein stated. While it is
not believed that the limitations will hamper investment managers, each manager should
request modifications which they deem appropriate. All expenses for such experts must
be customary and reasonable, and will be borne by the Endowment Funds as deemed

appropriate and necessary.

Assignment of Responsibility

A. Responsibility of the Board of Trustees of the University of South Alabama

The Board of Trustees is responsible for the management of the assets of the
Endowment Funds. The Board of Trustees shall discharge its duties in good faith like
an ordinary prudent person in a like position would exercise under similar
circumstances and in a manner the Trustees reasonably believe to be in the best interest
of the University. The Board of Trustees will supervise the Endowment Committee and
assigns the following authority and responsibilities to the Endowment Committee on

behalf of the Board of Trustees.



B. Responsibility of the Endowment Committee

The specific authority and responsibilities of the Endowment Committee relating to the
investment management of Endowment Funds assets include:

1. Projecting the Endowment Funds financial needs, and communicating such
needs to the Investment Manger(s) on a timely basis.

2. Determining the Endowment Funds risk tolerance and investment horizon, and
communicating these to the appropriate parties.

3. Establishing reasonable and consistent investment objectives, policies and
guidelines which will direct the investment of the Endowment Funds assets.

4. Prudently and diligently selecting qualified investment professionals, including
Investment Manager(s), Investment Consultant(s), and Custodian(s).

5. Regularly evaluating the performance of the Investment Manager(s) to assure
adherence to policy guidelines and monitor investment objectives progress.

6. Developing and enacting proper control procedures: For example, replacing
Investment Manager(s) due to fundamental changes in the investment
management process, or failure to comply with established guidelines.

7. Making direct investments in cases in which selection of an investment manager
is not appropriate.

8. Recommending an endowment spending policy to the Board of Trustees for
approval.
9. Reporting periodically to the Board of Trustees Endowment Committee actions

and recommendations and investment performance of the Endowment Funds.

C. Responsibility of the Investment Manager(s)

The Endowment Funds will be managed primarily by external investment
advisory organizations; both commingled vehicles and separate accounts may be
used. The investment manager(s) have discretion, within the guidelines set forth
in this policy statement and any additional guidelines provided them, to manage
the assets in each portfolio to achieve the investment objectives. Managers will
normally manage only one type of investment in each fund. For example,
equities and fixed income will not be combined in a balanced fund with one

manager.



Each Investment Manager must acknowledge, in writing, their acceptance of
responsibility as a fiduciary. Each Investment Manager will have full discretion
to make all investment decisions for the assets placed under their jurisdiction,
while observing and operating within all policies, guidelines, constraints, and
philosophies as outlined in this statement. Each Investment Manager will be
provided with a copy of this statement of investment objectives and policies. In
turn, as part of the investment management contract that will govern their
portfolio, the Investment Manager is expected to provide a written statement of
the firm’s expectations, stated in terms of the objectives and comparative
benchmarks that will be used to evaluate performance and the allowable
securities that can be used to achieve these objectives. These statements will be
consistent with the statement of investment objectives and policies and will be
incorporated as appendices. Specific responsibilities of the Investment

Manager(s) include:

1. Discretionary investment management including decisions to buy or
sell individual securities, and to alter asset allocation with the annual
guidelines established by the Endowment Committee.

2. Reporting, on a timely basis, quarterly investment performance
results.
3. Providing monthly valuation of the investment portfolio based on the

previous month’s closing prices.

4. Communicating any major changes in economic outlook, investment
strategy, or any other factors which affect implementation of
investment process, or the investment objectives progress of the
Endowment Funds investment management.

5. Informing the Endowment Committee regarding any qualitative
change in the investment management organization. Examples
include changes in portfolio management personnel, ownership
structure, investment philosophy, etc.

6. Providing the Endowment Committee with proof of liability and
fiduciary insurance coverage.

7. Acknowledging in writing an ability and agreement to invest within
the guidelines set forth in the investment policy.

8. Meeting with the Endowment Committee at least annually.

9. Voting proxies on behalf of the Endowment Funds and

communicating such voting records on a timely basis. In cases in



which the University desires to vote proxies related to specific topics,
it will so notify Manager(s).

10.  The Board of Trustees may from time to time request that the
Investment Manager(s) allocate commissions to those brokerage
firms providing other investment management services to the
University. Good execution and commission prices are primary
considerations in routing business to the said brokerage firms.

11. If at any time any Investment Manager believes that any policy
guideline inhibits investment performance, it is their responsibility to
communicate this to the Endowment Committee.

General Investment Principles

1.

Investments shall be made solely in the interest of the purposes of the University
of South Alabama.

The Endowment Funds shall be invested with the care, skill, prudence, and
diligence under the circumstances then prevailing that a prudent person in a like
position would exercise under similar circumstances in a manner the Board of
Trustees reasonably believe to be in the best interest of the University.

Investment of the Endowment Funds shall be so diversified as to minimize the
risk of large losses, unless under the circumstances it is clearly prudent not to

do so.

The Board of Trustees may employ one or more investment managers of
varying styles and philosophies to attain the Endowment Funds objectives.

Cash is to be employed productively at all times, by investment in short term
cash equivalents to provide safety, liquidity, and return.

Investment Objectives

In order to meet its needs, the investment strategy of the University of South Alabama
Endowment Funds is to emphasize total return; that is, the aggregate return from
capital appreciation and dividend and interest income. The total Endowment Funds shall
be monitored for return relative to objectives, consistency of investment philosophy,
and investment risk. The Endowment Funds results shall be evaluated on a rolling five-
year basis against a market benchmark weighted 55 percent in favor of the S & P 500
Index, 25 percent toward the Shearson Intermediate/Long-Term Treasury Bond Index

and 20 percent Treasury-bill rate plus 3 percent.
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VII.

Portfolio Compeosition and Risk

A.

To achieve its investment objective, the Endowment Funds assets are considered
as divided into three parts a fixed income component, a fixed income alternative
component, and an equity component. The Endowment Funds long-term
commitment to these funds shall be as follows:

Range Long-term neutral
Fixed Income 15-35% 25%
Equity 35-75% 55%
Fixed Income Alternative 10-30% 20%
Cash 0-5% 0%

The purpose of dividing the Endowment Funds in this manner is to ensure that
the overall asset allocation among major asset classes remains under the regular
scrutiny of the Endowment Committee and is not allowed to become the residual
of separate manager decisions. Over the long run, the allocation among the
major asset classes may be the single most important determinant of the
endowment funds investment performance.

The purpose of the fixed income fund is to provide a hedge against deflation, to
reduce the overall volatility of returns of the Endowment Funds, in order to
produce current income in support of spending needs.

The percentage of total Endowment Funds assets allocated to the fixed-income
fund at any time should be sufficient to provide that neither the current income
nor the capital value or the total Endowment Funds declines by an intolerable
amount during an extended period of deflation. The fixed-income fund should
normally represent approximately 15-35 percent of total Endowment Funds
assets at market value. Although the actual percentage will fluctuate with market
conditions, levels outside this range should be closely monitored by the

Endowment Committee.

The purpose of the equity fund is to provide appreciation of principal that more
than offsets inflation and to provide a growing stream of current income. It is
recognized that the pursuit of this objective could entail the assumption of
greater market variability and risk than investment in fixed-income securities.
Equity and equity-substitute investments are broadly defined as common stocks,
high-yield bonds, reorganization securities, venture capital, leveraged buyout
investments, equity real estate, reorganization securities, exchange traded index

funds, etc.

The purpose of the fixed income alternative component is to provide the
Endowment a source of returns with low correlation to equity markets and
volatility of one third to one half that of the U.S. equity market, while still
achieving equity-like returns of Treasury Bills plus 2-8% over time. The Fixed

11



Income Alternative should normally represent approximately 10-30 percent of
total Endowment Funds.

Any assets not committed to the fixed-income fund or fixed income alternative
shall be allocated to the equity fund. The equity fund should normally represent
approximately 35-75 percent of total Endowment Funds assets at market value.
Although the actual percentage of equities will vary with market conditions,
levels outside this range should be closely monitored by the Investment
Committee.

The Endowment includes investments in several categories, and the Endowment

Committee targets allocations for the following:

Long-Term Strategic
Asset Class Target (%) of Range
Endowed-Funds
EQUITY COMPONENT 45% 30-60%
Mid/Large Cap 40% ~ 25-55%
Small Cap 5% - 3-8%
INTERNATIONAL STOCKS 10% 5-15%
Developed Markets 6% 3-10%
Emerging Markets 4% 0-6%
TOTAL EQUITY COMPONENT 55% 35-75%
ALTERNATIVE INVESTMENTS 20% 10-30%
Absolute Return 15% 12-20%
Long/Short Equity 5% 0-10%
TOTAL ALTERNATIVE COMPONENT 20% 10-30%
FIXED INCOME COMPONENT 25% 15-35%
~ U.S. Core Bonds 16% - 12-20%
Global Bonds 4% 0-7%
High Yield 2% 0-5%
TIPS 2% 0-5%
Emerging Markets Debt 1% 0-2%
TOTAL FIXED INCOME COMPONENT 25% 15-35%
CASH AND EQUIVALENTS 0% 0-5%

H. Within the equity fund, certain investments can be included, with Endowment

Committee approval, to provide a hedge against unanticipated, rapidly
accelerating inflation. These include cash, real estate and oil and gas
investments. While the Endowment Committee recognizes the argument for
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having a separate allocation to inflation-hedging assets, at this time, these
investments are evaluated primarily as equity-substitutes. The Endowment
Committee will periodically review the adoption of an inflation-hedging fund
allocation separate from the equity allocation.

I Within the equity fund, in addition to cash reserves held by managers, there is
normally an investment in cash or short-term instruments. Although the
Endowment Committee has not adopted a cash allocation, new gifts to the
endowment and endowment income in excess of budgetary distributions generate
cash inflow to the Endowment Fund. The level of cash should be closely

monitored by the committee.

J. The Endowment committee may change any of the above ratios; however, it is
anticipated that these changes will be infrequent.

K. The Endowment Funds investments shall be diversified both by asset class (e.g.,
equities and fixed-income securities) and within asset classes (e.g., within
equities by economic sector, geographic area, industry, quality, and size). The
purpose of diversification is to provide reasonable assurance that no single
security or class of securities shall have a disproportionate impact on the
endowment funds aggregate results. Equity securities in any single industry will
not exceed 20 percent, nor will equity securities in any single company exceed
10 percent of the market value of the endowment’s allocation to equities.

VIII. Spending Policy

IX.

It shall be the policy of the University of South Alabama Board of Trustees to preserve
and maintain the real purchasing power of the principal of the Endowment Funds. The
current spending policy of the University will be determined annually by the President
and the Endowment Committee and approved by the Board of Trustees. The spending
guideline is based on an expected total return over the long-term less expected inflation.

Volatility of Returns

The Board of Trustees understands that in order to achieve its objectives for
Endowment Funds assets, the Funds will experience volatility of returns and
fluctuations of market value. The Board will tolerate volatility as measured against the
risk/return analysis of the appropriate market indices. The indices used as a measure of
an investment manger’s performance will be used to measure the allowable volatility

(risk).

Liquidity

To minimize the possibility of a loss occasioned by the sale of a security forced by the
need to meet a required payment, the Vice President for Financial Affairs will

periodically provide Investment Manager(s) with an estimate of expected net cash flow.
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XII.

The Vice President will notify the Investment Consultant in a timely manner, to allow
sufficient time to build up necessary liquid reserves.

Because of the infrequency of cash outflows and the marketability of all Endowment
Funds assets, the Board of Trustees does not require the maintenance of a cash or cash
equivalent reserve.

Marketability of Assets

The Board of Trustees requires that all Endowment Funds assets be invested in liquid
securities, defined as securities that can be transacted quickly and efficiently for the
Endowment Funds, with minimal impact on market price.

Investment Guidelines
A. Allowable Assets
1. Cash Equivalents

Treasury Bills

Money Market Funds

Common Fund Short Term Investment Fund
Commercial Paper

Banker’s Acceptance

Repurchase Agreements

Certificates of Deposits

2. Fixed Income Securities

U.S. Government and Agency Securities
Corporate Notes and Bonds
Mortgage Backed Bonds

Preferred Stock
Fixed Income Securities of Foreign Governments and Corporations

Collateralized Mortgage Obligations

3. Fixed Income Alternatives

e Arbitrage (merger, event, convertible, equity and fixed income
arbitrage and pairs trading)
Event investing (restructurings, spin-offs, etc.)
Distressed securities
Long Short equities (U.S., global and sector funds)

14



e Market neutral equities
e Short-biased equities
e Macro investing

4. Equity Securities

Common Stocks

Convertible Notes and Bonds

Convertible Preferred Stocks

American Depository Receipts (ADRs) of Non-U.S. Companies
Exchange traded index funds

5. Mutual Funds

e Mutual Funds which invest in securities as allowed in this statement.

Other Assets:

Derivative Securities: options and future contracts

In general, the use of derivative securities by the Investment Manager shall be
discouraged, unless such an opportunity presents itself that the use of the
sophisticated securities would provide substantial opportunity to increase
investment returns at an appropriately equivalent level of risk to the remainder
of the total portfolio. The approval and use of derivative securities will not be
allowed unless the Endowment Committee is confident that the Investment
Manager(s) thoroughly understands the risks being taken, has demonstrated
expertise in their usage of such securities, and has guidelines in place for the use
and monitoring of derivatives.

Real Estate: Investments may also include equity real estate, held in the form of
professionally managed, income producing commercial and residential property.
Such investments may be made only through professionally managed, income
producing commercial and residential property. Such investments may not
exceed 10% of the total endowment fund. Such investment may be made only
through professionally managed pooled real estate investment funds, as offered
by leading real estate managers with proven track records of superior

performance over time.

(Is now covered under the derivative section)
The Endowment will avoid highly leveraged strategies and managers who
provide insufficient transparency of their actions for adequate monitoring of the

risks they are taking.
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B.

C.

Guidelines for Fixed Income Investments and Cash Equivalents

Investment in fixed income securities shall be restricted to only
investment grade bonds rated BAA or higher.

Money Market Funds selected shall contain securities whose credit rating
at the absolute minimum would be rated investment grade by Standard
and Poor’s, and/or Moody’s.

Investment in fixed income securities shall be restricted to only
investment grade bonds rated BAA or higher.

Guidelines for Fixed Income Alternatives

Fixed Income alternative investments will be defined as any strategy
using a partnership or offshore investment company structure not subject
to SEC registration, investing primarily in marketable securities and/or
subject to a performance fee. These strategies would generally have
absolute, as opposed to relative, return objectives driven more by
manager skill and market inefficiency than market direction. Use of
leverage, short selling and/or derivatives may or may not be employed as
part of the investment approach. The endowment will employ a manager
of manager’s approach to investing in fixed income alternative

investments.

XIII. Investment Manager Performance Review and Evaluation

Performance reports generated by the Investment Consultant shall be compiled at least
quarterly and communicated to the Board of Trustees for review. The investment
performance of total portfolios, as well as asset class components, will be measured
against commonly accepted performance benchmarks. Consideration shall be given to
the extent to which the investment results are consistent with the investment objectives,
goals, and guidelines as set forth in this statement. The Board of Trustees intends to
evaluate the portfolio(s) over at least a three-year period, but reserves the right to
terminate a manager for any reason including the following:

1.

Investment performance which is significantly less than anticipated, given the
discipline employed and risk parameters established, or unacceptable

Jjustification of poor results.

Failure to adhere to any aspect of this statement of investment policy, including
communication and reporting requirements.

Significant qualitative changes to the investment management organization.
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XIV.

Investment managers shall be reviewed annually regarding performance, personnel,
strategy, research capabilities, organizational and business matters, and other
qualitative factors that may impact their ability to achieve the desired investment

results.

Investment Policy Review

To assure continued relevance of the guidelines, objectives, financial status and capital
markets expectations as established in this statement of investment policy, the Board of
Trustees will review investment policy at least annually.

Investment Manager Selection

1. The Endowment Committee will decide on guidelines for the desired investment
philosophy, asset mix, and performance objectives of the new manager.

2. The Endowment Committee will employ, if appropriate, Investment Consultant(s) to
identify potential managers.

3. Potential managers will be reviewed by the Endowment Committee in some or all of the
following areas with the importance of each category determined by the Endowment

Committee:

Organization
e Experience of firm

e Assets under management

e Ownership

e Number of professionals

e Fees and minimum account size
Performance

e One, three and five-year comparisons
e Up/down market comparisons
e Risk/return graphs

Securities Summary - Equities

e Yield

e Profit/earnings
e Quality

e Growth

e Beta

Securities Summary - Fixed Income

e Quality
e Maturity
e Duration
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Government/non-government
Investment decision-making process
Top down/bottom up
Quantitative/qualitative/traditional
Expected performance characteristics

Securities Summary - Fixed Income Alternative

Arbitrage (merger, event, convertible, equity and fixed income arbitrage and
pairs trading)

Event investing (restructurings, spin-offs, etc.)

Distressed securities

Long Short equities (U.S., global and sector funds)

Market neutral equities

Short-biased equities

Macro investing

Skill Set Analysis

Market timing

Sector diversification
Security selection
Security consideration

Final selection of a new manager resides with the Endowment Committee.

18





