Section 1 Introduction.

This policy statement shall guide the investment of institutional operating funds known as the
Comprehensive Cash and Investment Pool (“CCIP”)
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competitive bid process to advise on the management of these funds. The VC/CFO
may delegate investment and transaction responsibilities of the Cash Segment and
Contingency Segment to the Treasurer. The VC/CFO may delegate investment and
transaction responsibilities of the Noncurrent Segment to the CIO.

3.3 Pool Advisory Committee
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3.6 Investment Consultant/Advisor. The investment consultant(s) primary
responsibility is to provide independent information and advice to the VC/CFO, PAC,
Treasurer, ClO, and staff. Within its broad scope of services, the consultant(s) may
focus on the following:

a. Investment policy development;

b.  Strategic asset allocation studies;

c.  Assist in investment recommendations, manager searches and selection;
e. Monitor investment performance; and

f. Provide investment education.

3.7  External Investment Managers. The CIO must ensure that external investment
managers are an appropriate fit within the overall segment (portfolio) which is in
accordance with this policy. External investment managers will be given full

discretion, within established guidelines as defined by separate account guidelines, or
if a fund, by the governing documents.

Section 4 Investment Objectives.
4.1  Investment objectives of the Cash Segment and Contingency Segment.
a.  The Treasurer shall consider asset diversification, suitability, tax implications,
and the experience, quality, and capability of financial firm and personnel. The
Treasurer shall consider the relevant investment horizon and shall be governed
by the following investment objectives, in the following order of priority:

(1) preservation and safety of principal;
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a.  The CIO shall consider asset diversification aligned with the approved asset
allocation, suitability, tax implications, and the experience, quality, and
capability of financial firms and personnel. The CIO shall consider the relevant
investment horizon and shall be governed by the following investment
objectives, in the following order of priority:

(1) compliance with the risk profile as implied by the approved asset
allocation;

(2) liquidity as implied by the approved asset allocation; and

(3) risk and return as implied by the approved asset allocation and the stated
benchmarks.

b.  In determining whether the objectives in Section 4.2a have been met, the
following shall be taken into consideration:

(1) The investment of all funds, rather than a consideration as to the prudence
of a single investment.

(2) Whether the investment decision was consistent with this written policy.
Section 5 Guidelines for Investments.

The following list is indicative of the investment classes which are appropriate for each
segment based on return objectives and liquidity requirements. For the avoidance of doubt,
this list should not be construed as an exhaustive list. Security types and/or strategies not
specifically enumerated, but which the Treasurer or CIO determine are appropriate, may also
be held with approval from the VC/CFO.

5.1 Cash Segment. The Cash Segment will be invested primarily in money market funds
and other cash instruments:

a.  Collateralized bank deposits with a state or national bank domiciled in the State
of Texas, provided:

(1)  Such deposits must be insured by the Federal Deposit Insurance
Corporation or its successor, with the remainder fully collateralized as
required in the Texas Education Code, except that surety bonds are not
authorized as collateral. The pledged collateral shall be placed in a
custodian bank or banks named by the TTUS. Deposits will be
collateralized in an amount equal to or greater than 102% of the amount
of funds on deposit at the bank. In no event will the custodian be
affiliated with the depository bank.

b. Any money market fund or mutual fund, provided:
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guarantor, has a short-term debt rating of no less than “A-2" or “P-2” (or its
equivalent) by at least two of the national rating services.

d.  Bond mutual funds are permitted.

5.3
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Table 1 — Cash and Contingency Segments — Benchmarks, Segment Allocation and
Segment Ranges

Segment Benchmark
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The Treasurer and CIO will prepare quarterly investment reports for their segment(s) of the
CCIP, which will be submitted to the VC/CFO, published on the Office of System VC/CFQ’s
website and provided to the FI Committee and PAC.
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f. Existence of a clear, concise and effective decision-making process.
g. Risk management tools and systems.
h. Sufficient organizational depth and continuity of personnel.

i. Adequate reporting, administration and back-office support.

Section 13 Responsibilities of Investment Managers.

131

13.2

13.3

13.4

135

13.6

13.7

13.8

13.9

Invest the assets of the TTUS with the care, skill, prudence, and diligence that a
prudent professional investment manager, familiar with such matters and acting in
like capacity, would use in the investment of such assets, consistent with the
guidelines outlined herein.

Adbhere to the investment policies and guidelines prescribed by the TTUS and act in
the best interest of the TTUS.

Each investment manager shall have full investment discretion with regard to security
selection, consistent with this policy and the manager’s established guidelines.

Make no material departures from the strategy for which the manager was hired.

Inform the consultant and CIO about all significant matters pertaining to the
investment of TTUS assets. These matters include the following:

a.  Substantive changes in investment strategy or portfolio structure.

b. Significant changes in ownership, affiliations, organizational structure, financial
condition and professional staffing of the investment management organization.

c.  Any regulatory actions being pursued or taken against the firm or any of its
employees.

All investment managers must report their performance on a monthly or quarterly
basis, and the reporting methodology must be in compliance with the standards
outlined by the CFA Institute.

Seek best price/execution when purchasing or selling securities at all times. Each
investment manager must recognize that brokerage is an asset of the TTUS, not the
investment manager. Also, investment managers must disclose any affiliated
brokerage relationships.

Comply with CFA Institute Guidelines on Soft Dollar Standards.
Vote all proxies after careful assessment of the issues involved, with particular

emphasis on items that might reduce the economic value of stockholders’ rights of
ownership and thereby adversely impact the performance of the TTUS’s assets.
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13.10

13.11

13.12

Meet with the CIO or other investment staff on a regular basis, either in person or by
teleconference.

The market value of any single investment manager account may not exceed 10% of
the applicable pool.

Currency hedging decisions are at the discretion of the manager.

Section 14 Spending Policy.

141

14.2

143

The Board recognizes the need for distributions to institutional funds comprising the
CCIP. Distributions are to be made on a monthly basis.

For the Cash Segment and Contingency Segment, funds to be distributed will be
current income earned on an accrual basis. For the Noncurrent Segment, the rate to be
used for the monthly distribution will be determined by the VC/CFO in consultation
with the PAC.

For the Noncurrent Segment, a spending withdrawal or distribution outside of the
monthly distribution may be called by the VC/CFO to 1) rebalance the CCIP
segments or 2) for unforeseen operational budgetary needs. Given the stated function
of the Noncurrent Segment as a tertiary backup pool to the two liquid Cash Segment
and Contingency segment, and as evidenced by the approved asset allocation policy,
called spending, withdrawal or distribution may take up to 180 days from the initial
notice to the CIO.

Section 15 Management Fee.

15.1

15.2

153

The CCIP will be assessed an investment management fee in accordance with the
details below.

The fee will be assessed on a quarterly basis (fiscal year quarters), and average
market value will be based on the average of a fiscal year 12-quarter ending market
values of the total net asset value of each segment.

The management fee rate shall be reviewed annually in conjunction with the
preparation of annual operating budgets in consultation with the PAC. Any
recommendation will be communicated during the annual budget process as outlined
in Chapter 07.04 of the TTUS Regents’ Rules.
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