GRANT AGREEMENT TO FUND SCHOOL OF ART

THIS GRANT AGREEMENT (this “Agreement™) dated this 22nd day of August,
2017, is made by: The Walton Family Charitable Support Foundation, Inc., a Delaware
nonstock, nonprofit corporation (the “Walton Support Foundation™); The University of Arkansas
Foundation, Inc., an Arkansas nonprofit corporation (the “University Foundation™); and the
Board of Trustees of the University of Arkansas acting for and on behalf of the University of
Arkansas, Fayetteville (the “University”), an instrumentality of the State of Arkansas.

WHEREAS, the Walton Support Foundation is a tax-exempt organization and
public charity supporting organization described in sections 501(c)(3) and 509(a)(3) of the
Internal Revenue Code, and is organized and operated to support and benefit universities and
colleges operating in the State of Arkansas and community foundations operating in a five-state
area; and

WHEREAS, the University has submitted to the Walton Support Foundation a
proposal (the “Proposal”), which is attached hereto as Exhibit A, to establish and maintain a
school of art in the College of Arts & Sciences at the University’s Fayetteville campus as a pre-
eminent school for the study of American art (the “School of Art™); and

WHEREAS, the Walton Support Foundation wishes to support and benefit the
University by funding the School of Art as indicated in the Proposal; and

WHEREAS, the University Foundation is organized and operated to receive,
manage and distribute endowment funds and other funds to support and benefit the University
and otherwise exists to support and benefit the University, as indicated by the University
Foundation’s governing instruments and by its status as a public university support organization
as described in section 170(b)(1)(A)(iv) of the Internal Revenue Code; and

WHEREAS, the University Foundation and University desire that the University
Foundation accept the Walton Support Foundation’s grant made under this Agreement for the
School of Art, to be held, managed and distributed to support and benefit the School of Art upon
the terms and subject to the conditions set forth below.

NOW, THEREFORE, in consideration of the mutual undertakings and
covenants herein contained, the parties agree as follows:

1. Grant to University Foundation for Endowment. (a) The Walton Support
Foundation hereby agrees to make a grant (the “Grant”) to the University Foundation, for the
University’s Fayetteville campus, in the amount of one hundred twenty million dollars ($120
million). The purposes of the Grant are as follows: (i) $10 million will be distributed by the
University Foundation to the University to cover costs as these are incurred for the renovation of
the Fine Arts Center designed by Edward Durrell Stone that will serve as the School of Art’s
campus headquarters, which renovation is expected to be completed by February 1, 2021; and
(ii) $110 million will be held and managed by the University Foundation as an endowment (the
“Endowment”) making distributions for the School of Art as provided in this Agreement.



(b)  For purposes of this Agreement, the Endowment will include the $110 million
amount granted for Endowment pursuant to this Agreement and the income and appreciation
resulting from the investment of such property. The University Foundation will maintain and
expend the Endowment in accordance with the Endowment categories listed in Exhibit B to this
Agreement and subject to the other terms of this Agreement.

2, Form and Timing of Grant. The Walton Support Foundation’s Grant will be in
the form of cash and/or marketable securities (to be valued on the date of contribution) as
determined by the Walton Support Foundation. The Walton Support Foundation will pay the

Grant | -5 follows:
I Due Date
$120 million I 07

The Walton Support Foundation in its discretion may decide to pay all or any part

B oo to its due date indicated above,

3. Contributions by University. In consideration of the Grant by the Walton
Support Foundation hereunder, the University agrees to commit funding (independent of the
support provided by the Walton Support Foundation hereunder) for the School of Art as follows:
$10 million for the renovation of the Fine Arts Center, which renovation will be funded and is
expected to be completed by February 1, 2021; and beginning in September 1, 2022, $6.7 million
on an annual basis, and continuing for as long as the School of Art is in existence, to secure
current and required faculty/staff/graduate assistant positions.

4, Endowment Administration.

(a) Separate endowment. The University Foundation will maintain the Endowment
as a separate endowment fund of the University Foundation and will separately account for the
Endowment on the University Foundation’s books and records. For administrative convenience,
the University Foundation may combine any investments or property of the Endowment with
other funds held by the University Foundation for investment purposes, provided that the identity
of the Endowment will be preserved and accounted for on the University Foundation’s books and
records at all times.

(b) Investment objectives and_policies. The University Foundation will invest the
assets of the Endowment with the objectives and pursuant to the terms and conditions of the
investment policy set forth in the attached Exhibit C, as may be updated from time to time by
governing board of the University Foundation, The University Foundation will promptly notify
the Walton Support Foundation if any of the following events occurs: (i) a change in the terms
of the investment policy; (ii) a failure to invest the Endowment assets within the asset allocation
ranges specified in the investment policy; or (iii) a change in the identity, organizational
structure or professional staffing of any investment advisor who manages Endowment assets.

(c) Investment reports: meetings with _managers. The University Foundation will
provide the Walton Support Foundation with quarterly investment reports, within 45 days after
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the end of each calendar quarter, for the Endowment. Such quarterly reports shall include: (i) a
list of all transactions made during the quarter and a list of all assets held as of the close of the
quarter; (ii) a statement of investment performance for the quarter and for the calendar year to
date for each investment manager, for each class of investments (e.g., equities; fixed income) and
for the total Endowment; (iii) a list of all distributions made from the Endowment during the
quarter and for the year to date; and (iv) such other information as the Walton Support
Foundation may reasonably request from time to time. The Walton Support Foundation’s
officers and agents will have the opportunity to meet at least semi-annually with the investment
managers who manage Endowment assets.

(d)  Expenses chargeable to endowment. Subject to the following three sentences, neither
the University Foundation nor the University will charge to or deduct from the Endowment any
general management, administrative, accounting, overhead or other fees or expenses, whether
incurred by the University Foundation or a party other than the University Foundation, without
the Walton Support Foundation’s prior consent, except as referenced in the Spending Policy
noted in appendix A contained within the attached Investment Policy in Exhibit C. In
accordance with current practice previously approved by the University and the Walton Support
Foundation, all investment expenses associated with the investment management of the
comingled investment pool, including, but not limited, to , all custodial, investment consulting,
external and internal investment management expenses and investment transactional fees, shall
be charged directly to the investment pool so that all expenses are borne proportionally by each
account invested in the pool. Notwithstanding the provisions for overhead as stated in the
Investment Policy appendix, (i) the University Foundation may charge and deduct annually up to
10 basis points on the total Endowment value to cover overhead expenses but shall not charge to
the Endowment any additional amounts for overhead expenses of any kind, and (ii) the
University may apply annually from Endowment distributions it receives up to 10 basis points on
the total Endowment value for University campus development overhead expenses but shall not
receive from the Endowment any additional amounts for campus development overhead
expenses (any additional amounts that would be applied to campus development overhead as
indicated in the Investment Policy appendix will instead be applied to the School of Art). The
University Foundation may also expend the $2,029,715 in the Endowment allocated for first year
budget expenses (as described in the attached Exhibit B) to assist in establishing the School of
Atrt.

()  Annual income distributions. There shall be distributed from the Endowment in
each calendar year such amount as shall be determined by the University Foundation in its sole
and absolute discretion. It is anticipated that the University Foundation will establish from time
to time a distribution amount or distribution percentage for its endowed funds provided,
however, without the prior written consent of the Walton Support Foundation, any distribution
percentage so established shall not exceed 5%. With respect to any distribution percentage so
established, it shall be based on a 36- month rolling average to the extent possible, although this
period may be extended consistent with University Foundation policy as amended from time to
time. For this purpose, such annual distribution may include up to 20 basis points in overhead
expenses approved pursuant to paragraph (d) above and paid during the year (with up to 10 basis
points paid to the University Foundation and up to 10 basis points paid to the University as
indicated in paragraph (d) above). The University Foundation in its reasonable discretion, and



subject to applicable University and University Foundation policies, may increase or decrease
the distribution percentage and amount as it deems appropriate taking into account (i) the current
needs of the University and the purposes and objectives of any subaccount and (ii) the
maintenance of the purchasing power of the Endowment and any subaccount and the annual
distributions therefrom taking into account inflation.

t)) Adjustments_to_endowment categories: distributions of principal. With the

Walton Support Foundation’s prior consent, the University may modify the Endowment
categories of support, and may reallocate amounts maintained in one or more Endowment
categories of support, if the University and Walton Support Foundation together determine that
such modification or re-allocation will better further the purposes and objectives of the
Endowment and this Agreement. With the Walton Support Foundation’s prior consent, the
University may also direct the University Foundation to make distributions in excess of the
spending policy from the Endowment, although the University and Walton Support Foundation
recognize that any such distributions should be reserved for extraordinary circumstances. In
making any such decision, the parties shall take into account (i) the specific purpose or purposes
for which such distribution would be made, (ii) the possibility that funds suggested for
distribution might be raised from other sources, and (iii) the importance of maintaining the real
value of each Endowment over time taking inflation into account.

(g)  Naming Opportunities in Respect of Endowment. Subject to paragraph 7-A

below, it is recognized that the University Foundation and the University shall have authority
over all naming opportunities in respect of distributions of income or principal of the
Endowment. However, any use of the family name “Walton” (including any part of a Walton
family member’s name that may reasonably be publicly identified as referring to such family
member) at any time and for any reason in respect of income or principal of the Endowment
shall require the written consent of the Walton Support Foundation and such consent may be
revoked at any time with respect to any existing or future matter, undertaking or project. The
University Foundation and the University shall enter into such agreements with such parties as
shall be necessary to ensure that if the Walton Support Foundation shall at any time revoke its
consent to any such use of the family name “Walton”, (i) the University Foundation and the
University shall have the right to require any party to cease using the name “Walton” in
connection with the receipt of funds of the Endowment for general purposes or in respect of any
particular undertaking(s) or project(s) which were funded in whole or in part with funds from the
Endowment and (ii) such party shall be required to immediately cease to use such name if
directed to do so by the University Foundation or the University.

(h)  Endowment Distributions not Intended to Replace Public Funds. It is specifically

intended that neither the Endowment nor the amounts distributable from the Endowment should
replace any public funds that would otherwise be made available to the University and by the
University to the College of Arts & Sciences for the School of Art. For this reason, and
notwithstanding any other provision of this Agreement, no distribution shall thereafter be made
from the Endowment for the School of Art for any year or for any subsequent year if the Walton
Support Foundation shall determine in its discretion that there shall have been a decrease in the
percentage of the public funds available to the University that shall have been allocated to the
College of Arts & Sciences for the School of Art, other than for good, sufficient and justifiable
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reasons unrelated to the Endowment as determined by the Walton Support Foundation in its
discretion. In making any such determination, the Walton Support Foundation shall consider the
percentage of public funds available to the University that are allocated to the College of Arts &
Sciences for the School of Art for any year, which shall equal the total public funds made
available to the University by the State of Arkansas (or any agency or subdivision thereof) and
allocated for use by College of Arts & Sciences for the School of Art divided by all such funds
made available to the University for all of its programs and activities (including the College of
Arts & Sciences for the School of Art). Within 90 days after the end of each calendar year, the
University shall furnish a calculation of the percentage of such public funds available to the
University that are allocated for use by the College of Arts & Sciences for the School of Art for
the immediately preceding year and for the two years prior thereto.

(i) Procedures. The parties to this Agreement understand that the investment of the
Endowment shall be managed by the University Foundation under the terms described herein,
and that the disbursement of income is to be administered by the Dean of the J. William
Fulbright College of Arts & Sciences at the University, in collaboration with the Director of the
School of Art, and in accordance with applicable University procedures to fulfill the purposes of
this Agreement.

5. Redistribution of Endowment to other Public Charities. (a) The Walton
Support Foundation has selected the University, through the University Foundation, to receive
the Grant because the Walton Support Foundation believes the University is the most appropriate
and best qualified organization to operate the School of Art as indicated in Exhibit A and the
Proposal, and the University Foundation is the appropriate entity to hold and manage the
Endowment and receive the other Grant funds on the University’s behalf for the School of Art.
If, at any time after the fifth-year anniversary of the execution of this Agreement, the Walton
Support Foundation determines in its discretion that the University or the University Foundation
has failed to operate the School of Art and/or manage or use the Endowment as intended by the
Walton Support Foundation and as indicated by the occurrence of any one or more of the events
in clauses (i) through (v) below, then, subject to the following subparagraph (b), the Walton
Support Foundation may direct that all or any portion of the Endowment (including any income
and appreciation resulting from investment of such property granted hereunder) will be
transferred to one or more other universities or colleges operating in the State of Arkansas:

(i) the University Foundation is not using the Endowment (or any portion
thereof) for the purposes provided by this Agreement or for such other purposes as
approved by the Walton Support Foundation;

(i)  the University is not using its best efforts to implement the strategic plan
as described on pages 7 of Exhibit A;

(iif)  the University is not using its best efforts to operate the School of Art in a
manner for it to be ranked in the top tier of fine arts institutions in the United States, as
provided in the School Rankings section on page 5 of Exhibit A;(iv) the University
Foundation departs in a material way from the investment policy set forth in Exhibit B to
the detriment of the Endowment; or



(iv) the University Foundation departs in a material way from the investment
policy set forth in Exhibit B to the detriment of the Endowment; or

(v)  the University fails to make any contribution in a timely manner to support
the School of Art as provided in paragraph 3 above.

(b)  Ifat any time the Walton Support Foundation determines that an event described
in items (i), (ii), (iii), (iv) or (v) above has occurred, the Walton Support Foundation will notify
the University and the University Foundation and will give the University and/or the University
Foundation an opportunity to correct or adjust its performance to the Walton Support
Foundation’s satisfaction. If after a reasonable period (normally not to exceed 90 days to submit
a detailed, formal plan of action to the Walton Support Foundation to address the issues
identified, and 180 days to correct or adjust the University’s performance pursuant to the plan)
the University and/or the University Foundation has not corrected or adjusted its performance to
the Walton Support Foundation’s satisfaction, the Walton Support Foundation may direct the
University Foundation to transfer the Endowment or any portion thereof to one or more other
universities or colleges operating in the State of Arkansas as provided in subparagraph (a) above.
The University Foundation shall promptly comply with any such direction and shall use its best
efforts to complete such transfer as soon as practicable and in any event within 12 months of
receiving notice of a transfer direction.

Prior to completing any such transfer, the University Foundation shall continue to make
distributions to the University in order to (i) fulfill any public programming commitments,
consistent with the purposes of the Agreement, scheduled to occur during a reasonable winding
down period, (ii) enable an orderly transition period for addressing faculty and staff positions
supported with endowment funds and (iii) enable any students receiving scholarship or similar
funding from endowment funds to complete their respective degree program.

The Walton Support Foundation’s ability to direct a transfer of all or part of the
Endowment as provided above in this paragraph 5 shall expire on the thirtieth-year anniversary
of the execution of this Agreement.

(¢)  In addition, if at any time (either before or after the fifth-year anniversary of this
Agreement) a change to the public charity classification of the University Foundation or the
University occurs, or if some other event occurs in connection with the terms and/or operation of
this Agreement, that adversely impacts the status of the Walton Support Foundation as a “type 17
supporting organization described in section 509(a)(3) of the Internal Revenue Code and the
Treasury Regulations thereunder, the parties hereto agree to take such actions as directed by the
Walton Support Foundation, which may include without limitation the transfer of the
Endowment and any unexpended Grant funds to one or more other universities or colleges
operating in the State of Arkansas, as are necessary or appropriate to preserve the Walton
Support Foundation’s type 1 supporting organization status.

6. Annual Reports. The University will provide the Walton Support Foundation
with an annual report within 90 days after the end of each fiscal year of the University on the
University’s and University Foundation’s use of the Grant and the administration and use of the
Endowment. Each such report will include a detailed account of the composition and
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performance of, and expenditures made from, the Endowment, and a detailed narrative of the
University’s progress in implementing the strategic plan as detailed in the Proposal. Such annual
reports will also include such other information as the Walton Support Foundation may
reasonably request from time to time. The University will continue to provide such reports each
year unless the Walton Support Foundation directs the University to discontinue such reports or
the parties agree on another reporting process. The University’s provision of annual reports
pursuant to this paragraph 6 will not replace or affect the University Foundation’s obligation to
provide quarterly investment reports to the Walton Support Foundation as described in
subparagraph 4(c).

7. Oversight Committee. The Walton Support Foundation’s Board of Directors
may in its discretion appoint an oversight committee (“Oversight Committee”) consisting of at
least two individuals to assist the Walton Support Foundation’s Board and officers in reviewing
the University’s and University Foundation’s actions under and in compliance with this
Agreement. Members of the Oversight Committee, if appointed, shall serve for such terms,
perform such functions, and shall act according to such procedures as determined by the Walton
Support Foundation’s Board from time to time.

7-A Naming Rights in Respect of School. The Walton Support Foundation shall, in
its discretion, have naming rights for the School of Art, its programs and endowed positions in
the School of Art (each a “Naming Opportunity”) for as long as the Endowment or any part
thereof is held and used by the University Foundation and/or the University. The Walton
Support Foundation may from time to time propose such names for any and all Naming
Opportunities as it deems reasonable, provided that a name must be acceptable on a reasonable
basis to the University to be used. Any such names shall be used in all communications and
printed materials by which the School of Art publicizes itself and its positions and programs to
the public, unless the Walton Support Foundation indicates otherwise. Any use of the family
name “Walton” (including any part of a Walton family member’s name that may reasonably be
publicly identified as referring to such family member) at any time and for any reason in respect
of any Naming Opportunity shall require the written consent of the Walton Support Foundation
and such consent may be revoked at any time with respect to any such Naming Opportunity. The
University and the University Foundation shall enter into such agreements with such parties as
shall be necessary to ensure that if the Walton Support Foundation shall at any time revoke its
consent to any such use of the family name “Walton”, (i) the University Foundation and the
University shall have the right to require any party to cease using the name “Walton” in
connection with any such Naming Opportunity and (ii) such party shall be required to
immediately cease to use such name if directed to do so by the University or the University
Foundation.

8. Records. The University Foundation will maintain records of receipts and
expenditures made in connection with the contributed property hereunder, and will keep these
records for a period consistent with generally accepted accounting principles. The University
Foundation will make its books and records in connection with the contributed property, and the
University Foundation’s operations and finances, available for inspection by the Walton Support



Foundation’s representatives during normal business hours as the Walton Support Foundation
may reasonably request.

9. Walton Support Foundation Standing; Donor’s Role. (a) The parties agree
that the Walton Support Foundation has standing to receive reports, perform actions and exercise
rights as provided by this Agreement and to raise any appropriate issues or claims related thereto.

(b)  Without limiting the foregoing, it is neither the intent nor the desire of the Walton
Support Foundation to actively manage any of the ongoing affairs, operations, investments or
academic programs of the University or the University Foundation and none of the provisions of
this Agreement should be interpreted as a desire to do so. The Walton Support Foundation is
aware of the need to maintain the collegiality and decision-making processes of the governing
boards of the University and the University Foundation.

10.  Enforceability; Successors and Assigns. The terms of this Agreement shall be
legally binding upon and enforceable against each of the parties hereto and their respective
successors and permitted assigns. Neither this Agreement nor any duty or right hereunder may
be voluntarily assigned by a party without the consent of the other parties.

11.  Tax Classification. The University Foundation represents to the Walton Support
Foundation that the University Foundation is classified by the Internal Revenue Service as an
organization described in sections 501(c)(3), 509(a)(1) and 170(b)(1)(A)(iv) of the Internal
Revenue Code. The University represents to the Walton Support Foundation that the University
is classified by the Internal Revenue Service as an organization described in sections 509(a)(1)
and 170(c)(1) of the Internal Revenue Code. Each of the University Foundation and the
University will promptly notify the Walton Support Foundation of any change in these tax
classifications.

12.  Notices. All directions, consents and other notices given by a party pursuant to
this Agreement will be in writing and delivered personally or sent on a prepaid basis by certified
or registered mail (return receipt requested), receipted courier service, or facsimile, to each other
party as provided in this paragraph. Any such notice, when delivered or sent in the manner
aforesaid, will be deemed given on the date of receipt. Each of the University, the University
Foundation and Walton Support Foundation will designate a representative to receive notices as
provided herein.

13.  Authority to Enter into Agreement. By execution of this Agreement, each of
the parties hereto represents to each other party that (a) the terms hereof do not violate any
obligation by which such party is bound, whether arising by contract, operation of law or
otherwise, and (b) this Agreement has been duly authorized by appropriate action and when so
executed and delivered will be binding upon such party, in accordance with its terms.

14.  Governing Law. This Agreement is governed by and will be construed in
accordance with the laws of the State of Arkansas, including but not limited to the Arkansas
Uniform Prudent Management of Institutional Funds Act..



15.  Entire Agreement; Further Documents. This Agreement (including its
Exhibits) represents the entire agreement of the parties with respect to its subject matter, and
supersedes all prior negotiations, discussion and prior agreements. The parties agree that each
will execute and deliver such other and further documents as are contemplated by this
Agreement or are reasonably required in order to effectively carry out the purposes of this
Agreement.

16, Amendment. The terms of this Agreement may be amended by written
instrument executed by the Walton Support Foundation, the University Foundation, and the
University.

17.  Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and which, taken together, will constitute one and the
same agreement.

IN WITNESS WHEREOQOF, the parties have caused this Agreement to be executed by
their duly authorized representatives effective as of the date first above written,

The Walton Family Charity Support The University of Arkansas Foundation,
Foundation, Inc. Inc.

By: By:
Kaneaster Hodges Clay H. Davis
President President & CEQO

The University of Arkansas System The University of Arkansas Favetteville

By:
Donald
President




Exhibit A

School of Art Proposal

The School of Art Proposal

Submitted to:
The Walton Family

Charitable Support Foundation

By:
The University of Arkansas
J. William Fulbright College of Arts & Sciences

August 2017
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1. Quality

a. Faculty
Over a 5 year period the University of Arkansas commits to hiring 26 new,
fulltime faculty across all disciplines and increasing the current program budget
from $3.2 million to $6.7 million per year. Performance metrics will be put into
place for each endowed faculty member for professional development, research
and outreach as part of a strategic plan for the School. Metrics will also be
established pertaining to rate of hiring and candidate quality and diversity, with
additional measures and strategies regarding faculty diversity to be developed
going forward.

Each year, as a basic requirement, each endowed chairholder will be expected to
complete:
s Two (2) professional development or research opportunities
o Creative Activities (exhibition, commission, lecture, workshop);
o Conference Participation (presentation and panel);
o Publication (program specific works [i.e. journals], books), and
s A minimum of one (1) outreach effort
o Service Project (e.g. intensive workshop in under-represented and at-
risk communities, Upward Bound program on campus and hosted at
Crystal Bridges, and design clinics to create solutions for small
businesses and under-represented populations).

i. Visiting Professors
The School of Art will make efforts to expand the use of visiting faculty
members. This will especially be the case in art education and art history
while the graduate programs are being built. Visiting professors that excel
will be provided a pipeline for hire into tenure track positions.

b. Students
Targets will be established relating to undergraduates to prioritize attracting top
talent, as well as focusing on students from middle- and lower-income
backgrounds. Targets will be established relating to graduate students to prioritize
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recruitment from top institutions. Metrics will be put in place for enroliment
goals, summer residencies, retention, graduation, placement, fellowships/
scholarships (need vs. merit), candidate guality and diversity, with additional
measures and strategies regarding student diversity to be developed going
forward. Specific aspirational metrics will be included in the strategic plan.

1.

Undergraduate Scholarships: Each year, the Director of the School of Art will
review scholarship applications for the upcoming fall so that approximately
40% of awards will be need-based, 40% will be merit-based, and
approximately 20% will be at the discretion of the School of Art.

Undergraduate Student Retention Report: Each year the Director of the
School of Art, or his or her designee, will compile a report of retention rates
for the School of Art. Retention rates will also be reported for each program,
and will be tracked against a fixed list of peer institutions.

Graduate Student Recruitment: School of Art faculty will contact department
heads and graduate coordinators working in at least five elite art schools and
encourage their students to apply. In addition, faculty in the School of Art
will contact department heads and graduate coordinators in at least five
institutions serving diverse populations and encourage their students to apply.

Graduate Student Fellowships & Scholarships: 40% of financial awards
made to prospective graduate students will be need-based, 40% will be merit-
based, and 20% will be at the discretion of the School of Art.

Graduate Student Financial Aid Report: Each year the Director of the School
of Art, or his or her designee, will compile a summary report of all graduate
financial aid. The report will consist of the number of awards, summaries of
research/creative focus, and biographical information. Every year, students
receiving financial aid will write a letter to the donor expressing who they are,
what they accomplished during the year, and how their financial aid helped
with their progress.

Placement Report for Recent Graduates: Each year the Director of the School
of Art, or his or her designee, will compile a report of placement rates and
details for graduates of the School of Art. The report will track the success of
graduates of both undergraduate and graduate programs. The report will track
employment rates following graduation, graduate school admissions (for
undergraduates), and the quality of graduate programs into which students are
admitted. For graduate students, the report will track employment, whether
into academic positions or otherwise. These figures will be compared against
top institutions as far as existing and available data allow. Also, all graduating



students will be required to complete an exit interview evaluating their
experience at the School, their post-graduation plans, employment
expectations, and post-graduation contact information. The Director of the
School of Art, or his or her designee, along with the Program Heads, will use
mailing lists, listserves, and social media to create a virtual community for
current and former students and to maintain contact with students post-
graduation.

¢. Diversity and Inclusion

The School will be constructed as a model for inclusion and diversity. Progress in
accomplishing this vision will be actively pursued, including but not limited to
with regard to racial, ethnic, gender, and geographic background, with measures
and strategies regarding student and faculty diversity to be developed going
forward. . Faculty diversity will foster community engagement and creativity and
will help prepare students of the School of Art to connect with and inspire a
passion for art among an increasingly diverse population within Arkansas and
beyond. Student diversity will help create a rich learning experience for all
students in the School and prepare them for service in an increasingly diverse
society. Attracting and retaining a diverse student body will help prepare a
diverse flow of candidates for professional opportunities in the Arts.

d. Facilities and Resources
The Edward Durell Stone Fine Arts Center will be renovated to house the
programs in Art Education and Art History, and serve as the academic and
research hub for the School of Art. Permanent funding through a library
endowment will expand the School of Art’s library. Increasing access to the
holdings—either through hard copy or digital assets—is a priority. A strategy for
further integration will be developed in Year 1 afier a full assessment.

e. Rankings
The School of Art will aspire to a ranking of 25th or higher in the United States
according to US News & World Report, and will hold itself to a floor rank of at
ieast 50th within ten years (compared to current 173rd). The School of Art will
aspire to a ranking in the top 20 of public institutions, which are most comparable
to the University of Arkansas. The School of Art’s Ph.D. in Art History program
will aspire to a ranking in the top 25 of similar programs in the nation (out of a
total of 58 programs as of 2010), according to rankings of specialized Ph.D.
programs conducted by the National Research Council, which are released every
ten years

2. Innovation
The School of Art will inspire, motivate and redefine possibilities for collaboration and
experimentation by breaking down barriers across disciplines and with unexpected



players.

a. Internal Collaboration
The School of Art is committed to an interdisciplinary approach to working with
University colleges, schools, centers and visiting scholars.

i. Arts Integration
The primary goal of the School of Art’s internal collaborations is to
integrate the arts into as many curriculum as possible. The School of Art
will seek a meeting to collaborate with Aaron Jones and other faculty
working at the Arkansas Arts Academy to discuss their methods, theories,
and pedagogy. The School’s goal is to find ways of working with them to
better understand the strategies in which art can be infused into the
curriculum of many disciplines across campus.

ii. Dual Programs
The School of Art will formalize academic partnerships with the Sam M.
Walton College of Business, the College of Education and Heaith
Professions, the Fay Jones School of Architecture and the College of
Engineering. Partnerships will be sought for dual degrees, dual majors and
expanded minors.

iii. Co-teaching
Additional collaborations will be pursued through co-taught classes and
shared coursework with the Sam M. Walton College of Business, the
College of Education and Health Professions, the Fay Jones Schoo! of
Architecture and the College of Engineering.

b. External Collaboration
The School of Art will actively seek new external collaborations with
organizations such as the Fulbright Foreign Scholars program, The Arkansas
Department of Education, the Arkansas Arts Council, the Arkansas Arts Academy
and various other scholarly and arts focused organizations.

¢. Outreach and Community Presence
The School of Arts seeks to fulfill the land-grant mission by strengthening the

community, region and state with outreach efforts that are relevant, meaningfu!
and have significant impact. The first phase of the outreach program (Arkansas K-
12, Northwest Arkansas Community, and Education Policy) will be detailed in a
strategic plan outlined by the incoming Director. Metrics will be attached to such
activities, and will be included in the strategic plan. Each year the Director of the
School of Art, or his or her designee, will establish and report on strategic
partnerships within the University, domestically and internationally.

d. Visiting Artists



Visiting artists will be utilized by the School of Art on campus, and in the
partnership with Crystal Bridges.

New Philosophy on Faculty Service and Accountability

The introduction of endowed chairs into this program provides an opportunity to
create a new model for faculty service and accountability that may be replicated
nationally. Faculty who are awarded endowed positions will sign an agreement
holding their individual performance to a proven record of accountability through
achievement of specific metrics, innovation and competitive leadership. Metrics
will ensure the faculty remain active and focused on the outlined priorities.
Completion of requirements is a minimum expectation for continued year to year
service as a chairholder. Based on the agreement, an annual report detailing the
individual faculty member’s achievements, along with teaching evaluations, will
be evaluated to determine his/her productivity metric and continuance of the
endowed position. In order to obtain subsequent appointments to an endowed
chair, a faculty member must demonstrate a record of outstanding teaching,
research or creative activity, and service activity during the term. Chairholders
are expected to engage with their colleagues in a productive manner to advance
the mission of the School.

3. Partnership with Crystal Bridges Museum of American Art
The School of Art will create a signature program that uniquely positions it as the place
of study for American art. Through a fully integrated collaboration with Crystal Bridges
Museum of American Art, works of art available through the museum’s collection and
exhibitions program will drive a curriculum that creates a spectrum of undergraduate- and
graduate-level learning about American art from prehistory to today. Collaborations will
benefit School of Art students and faculty, as well as local educators, and will involve K-
12 professional development, student teacher summer experience placements, student
teaching and field work in schools, research fellowships, course development and
offerings, exhibition development and support, content expertise, and student internships;
such collaborations will be implemented by the end of the 5 year.

4. School of Art

a.

Naming
The naming rights for the school, and all endowed positons, are held for future
discussions with the donor.

Benchmarks

The University of Arkansas has built this vision for the School of Art by
benchmarking the top programs in the country. Each discipline was examined and
compared to the top institutions in the respective fields. Through this strategic
process, a vision was constructed based on what the University’s program needed
to compete with the top schools in every area.



¢. Advisory Board
A preeminent advisory board will be recruited within Year 1 to help guide the
development of a nationally competitive School of Art.

d. Director of the School of Art

i. National Search
A national search, conducted by a prominent search firm, will be
conducted to hire the inaugural Director of the School of Art. The new
Director will be in place no later than January 2018. The donor, or a
designee, will be a part of the search process to hire the Director. This will
also be the case for lead faculty of the School of Art and future Deans of
the J. William Fulbright College of Arts and Sciences.

ii. Strategic Plan
A comprehensive strategic plan will be developed in the first 90 days after
the Director is hired. This plan will operationalize all aspects of this
proposal.

iii. Reputation Building and Credibility

1. Promotion and Marketing
Within the strategic plan mentioned above, a reputation building
and credibility campaign will be planned. It is envisioned that the
new Director will travel to key areas to market the newly created
School of Art.

2. Recruitment in New Graduate Programs
Additional efforts will be made, especially early on, to grow the
new graduate programs in art education and art history.

e. Crystal Bridges Liaison
A liaison from Crystal Bridges to the University will be named by the Crystal
Bridges director, in consultation with the Director of the School of Art, to ensure
the partnership between the university and museum align and integrate according
to the missions of both the School of Art and Crystal Bridges. The liaison will
work closely with the Dean of the Fulbright College and the Director of the
School of Art to leverage the relationship for best practices and highest
achievements.

f. Academic Areas
Each of the four academic areas has developed student and faculty goals. These
aspirational numbers were set based on benchmark data among the top
institutions. The proportions, both student and faculty, were accepted by the donor
on 6/26/17. With an aggressive recruiting plan, the School hopes to surpass these

8



numbers.

i. Art History

~Art Histo

ii. Art Education
The School of Art will attempt to boost these numbers by 5% based on
feedback from the meeting with the donor on 6/26/17.

10-15 MAT 40-60 MAT
3-10 double mejors  5-10 double majors
3-6'Pi.D. track - 1015 PHD. track - -

60 BFA ’ﬁi'ﬁjors
5-1ﬂqudguble!n j

iv. Studio Art

BA- 369 BA-300 A-300
BFA-28  BFA-150  BFA-200
2IMEA L3S OMFA T

g. Focus on the Americas
In partnership with Crystal Bridges, the School of Art intends to become a
nationally competitive and preeminent program in American art and the art of the
Americas within a decade of its founding.

h. Accountability
By October 15" cach year, the School of Art will submit a report that provides
progress on metrics, an accounting of the funds used from the endowment and
accomplishments. All School of Art evaluation and performance metrics have
been or will be created in assoctation with the Walton Family Charitable Support
Foundation research officers.



ii.

5. Budget

Progress Reporting

The Director of the School of Art will provide bi-annual progress
reporting. These reports will keep track of progression towards the long
standing goals of the School of Art. Reports will focus on long term
performance metrics outlined in conjunction with the Walton Family
Charitable Support Foundation research officers.

1. Proactive Adaptation
The School of Art, especially in the development phase, will
monitor strategies implemented to recruit and retain students and
faculty. The goal is to proactively identify strategies that are
proving to be successful in achieving outlined goals, while also
altering strategies that are unsuccessful.

2. Implementing Changes
The University of Arkansas Foundation reserves the right to make
decisions to withhold/redirect funding for strategies that are
proving to be unsuccessful in achieving the outlined goals.

Endowment Reporting
Annual reports will be compiled by the Director of the School of Art, or
his/her designees, to report on each endowment created in the School.

a. Gift Commitment
The total gift commitment is $120.000,000. The gift is split between
$110,000,000 in endowed funds and $10,000,000 in non-endowed funds.

Categories of Support

Student Support
Undergraduate Student Support Endowment $14.000.000
Graduate Student Support Endowment $36.000.000
Faculty Support

- Endowed Faculty Positions $16,500,000

-11 Total Endowed Chairs
Art Education: $6,000,000
-4 Endowed Chairs @ $1.5 million each
Art History: $7,500,000
-5 Endowed Chairs @ $1.5 million each
Graphic Design: $3,000,000
-2 Endowed Chairs @ $1.5 million each

10



QOutreach Support

Outreach and Public Service Endowment $8.000.000
Program-Wide Support
School of Art Endowments $33,500.000
School of Art: $9,000,000
Technology & Maintenance: $1,000,000
Areas of Study: $23,500,000
-Art Education- $7,000,000
-Art History- $7,000,000
-Graphic Design- $4,000,000
-Studio Art Foundations- $5,500,000
Fine Arts Library
Fine Arts Library Endowment $2.000.000
Facilities
Edward Durell Stone Fine Arts Center Renovation $10.000.000

b. University of Arkansas Commitment
University of Arkansas has committed to raise the program budget from

$3,283.,963 to $6.762,267 over a period of 5 years.

11
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ART EDUCATION
Position Current/ Tenure/ UA Annual Walton Annual
New (Year)  Non- Commitment Earings
Tenure Distribution
Lecturer Current N-T $8,501 $0
Professor Current T $104,724 $0
Assistant Professor New(1) T $90,097 $0
Professor New ()E T $130,980 560,000
Associate Professor New 2)E T $109,404 $60,000
Assistant Professor New (3)E T $90,097 $60,000
Assistant Professor New @)E T $90,097 $60,000
Assistant Professor New (5) T $90,007 $0
Subtotal: Endowed Faculty $240,000
Subtotal: Art Education Program Eandowment* $280,000
TOTAL: $713,997 $520,000
Position Current/ Tenure/ UA Annual Walton Annual
New (Year) Non- Commitment Eamings
Tenure Distribution
Distinguished Professor Current T $143 347 $0
Adjunct Associate Professor Current N-T $102,792 50
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Instructor Current N.T $46,593 $0
Lecturer Current N-T $52256 $0
Assistant Professor Current T $90,097 $0
Assistant Professor Current T $90,097 $0
Associate Professor Current T $109,404 $0
Assistant Professor New (2) T $91,686 $0
Associate Professor New (DE T $111,333 $60,000
Assistant Professor New (3)E T $91,686 $60,000
Assistant Professor New (HE T $91,686 560,000
Assistant Professor New (HE T $91,686 $60,000
Assistant Professor New (5) T $91,686 $0
Subtowal: Endowed Faculty ¥300,000
Subtotal: Art History Progmm Endowment* $280,000
TOTAL: $1,335,329 $580,000
GRAPHIC DESIGN S
Position " Curent/  Tenure/  UA Annual Walton Aanual
New (Year)  Non- Commitment Eamings
e Yenuee | Distdbution
A.ssocnatc Professor | o Cum:nt T n32s . 180
Assocxalc Professor Cum:nt T o $91824  |s0
Assistant Professor o Cum:nt' T §88, 810 $0
Visiting Assistant Professot _ Qugrent  N-T $53, 685 k.
Assmtant Professor Ncw (I)E T ~ $900 097 | 860,000
Aasxsmn( Professor New @QE T 590097 _ | $60,000
. ﬁ\gqxgug; Professor ~ New@® T ~ $90,097 $0
Subtotal Endowed Faculty $120,000
Suhtotal Grphic Design P:agmm Endawmcnr" o | $160,000
TOTAL: .. $617.875 | $280,000
STUDIO ART
Position Current/  Tenure/  UA Annual Walton Annual
New Non- Commitment Eacnings
o (Yeay Tenure | Distribution
Associate Prof, (chair)- Ceramics Cupgremt T $147 493 |80
Instructor- Studio Technician Current  N-T  $45049  [$0
Instructor- Studio Technician ~~ Cuerent N-T $45,049 |80
Instructor Drawing A Current  N-T $41,187 $0
Lccmrer- Foundation Studlo i ~Current  N-T $27458 | 80
Professor- Photography ~ Cutrent . T $128710 | 8O
Assocxate Profegsor- Pamung ' _Current T $109,404 $0
Associate Professor- Sculprure Current T $109,404 180
Assistant Professor- Printmaking Current T $90,097 $0
Asst. Prof.- Dir./Cur, of Exhibit ~ Currept T $90,097 | $0
Assistant Professor- Painting Current T $00,097 $0
Assistant Profcssor- Ceramics Curcent T §90,097 $0
Clinical Asst. Prof.- Studio Tech.  Current . N-T  §70791 | 8O
Asst. Prof.- Foundation Studio ~Current T $90,097 $0
Asst. Prof.- Video/Time Medm Current T $90,097 $0
A_sq;st_aqt Profcssor- Drawing Current T $90,007 | %D




Asst. Prof.- Foundation Studic ~ Current T $90,007 $0
Assistant Professor- Photography Current T $90,097 $0
Asgistant Professor- Ceramics Cutrent T - $90,097 |80
Asgt. Prof.- Foundation Studio Current T $20,097 $0 .
‘Asst. Prof Foundation Studio Current ‘ T $90,097 $0 8§
Vuutmg Asst. Prof.- Ceramics Current N-T $64,355 $0 i%
Visiting Asst. Prof.- Printmaking New(l)  N-T $64,335 $0 50
Asgistant Professor- Drawing New(l) T $90,097 $0 (802
Assistant Professor- Sculpture New(2) T ~$90,097 $0 2$0
Asst. Prof.- Video/Time Media New(2) T $90,097 $0 180
Assistant Professor- Prntmaking New() T $90,097 $0 $0
Visiting Asst. Prof.- Photography New(3) N-T §64355 $0 :$0:
Asst. Prof.- Foundation Studio  New(4) T $90,097 $0 50
Vis. Asst, Prof.-Vid./Time Med. New(4) N-T $64,355 $0 50
Asst. Prof.- Painting/Drawing New(S) T $90,097 50 ‘$0
Visiting Asst. Prof,- Sculpture New(5) N-T $64,355 30 :$0
Subtotal: Endowed Faculty 50
Subtotal: Studio Art Foundstions Endowment* $220,000
TOTAL: $2,668,060 $220,000
STUDENT SUPPORT .= .
Student Level Annual Award  Numberof  UA Annual Walton Annual
Levels Recipients Commitment Eamings
o per Year Distribution

Uadesgraduate

Need-Based $1,000-810000  30-50 N/A $280,000

;Me,ﬁc-jiggsed - $1,000-$10,000  30-50 N/A $280,000
Graduate :

Graduate Ass:stantslnp $25,000 65-75 $1,000,000 $760,000

SOA Fellowship (Masters) ~ $5,000-§12,500  45-55 N/A $440,000

Wallon Fellowslnps (PhD) - $30,000 6-10 TBD $240,000
TOTAL $1,000,000+ | $2,000,000

R s

Eadawmcnr

Directar, School of Ast
Professar of Art Histoty

(Director pay, contingent on qualifications) |:

MIAJA Annual Co;mrutmcnt

$130,980 salary & fringe
+510»000'$30,000




Fine Arts Centcr Renovation
‘Aahial Fucilives Fees' -

UA Commitment

*Examples of Endowment Support Spending can be provided
**Director’s faculty endowment is counted in Art History faculty endowment totals, ‘The endowed faculty position will

move depending en the Director’s area of study. A portion of the annual carnings could be used 1o supplement salary.

[\

d.

First Year Grant
The School of Art has requested a first year grant of $2,029.715 to help build out
the school in its inaugural year, and assist the Director with strategic priorities.

Matching Opportunities
Matching opportunities may be pursued in the future to enhance endowed faculty

positions.

6. Metrics
Performance metrics will be developed, in conjunction with the Walton Family
Charitable Support Foundation’s research officers, to measure performance and progress
in terms of students, faculty and programs. Specific metrics will be outlined in the
strategic plan by the Director of the School of Art after his/her arrival, and further or

refined metrics may be developed over time.

a.

Stipulations of Funding

In the event that performance expectations continue to not be met in given
program arcas, the Dean of Fulbright College, in consultation with the Walton
Family Charitable Support Foundation, the Chancellor, and the Chief Academic
Officer, as appropriate, may review faculty endowed chair or program activities to
consider whether adjustments are necessary consistent with the underlying
purposes and vision of the gift. In the course of this process, written explanations
may be obtained from faculty or program administrators in the case that metrics

or goals aren’t achieved.
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Examples: In the case that a faculty member, holding an endowed position,
doesn’t meet the minimum metrics to remain in the position, the earnings from the
endowment may be withheld by the Dean or the endowed position may be
terminated or non-renewed. For example, if an endowed faculty member does not
meet the recruiting/outreach measures some or all spendable earnings above
salary supplement may be withheld until metrics are met again. In this case, the
faculty member will develop a performance improvement plan in consultation
with the Director of the School of Art and Dean of the Fulbright College.
Repeated failure to meet metrics, or failure in other respects to meet the high
expectations for an endowed chair, may lead to termination or non-renewal of the
endowed position.

The Dean of the Fulbright College, in consulitation with the Director of the School
of Art, may take such actions with any non-performing faculty or program in the
School. In each case, the Dean will develop a reinvestment plan in regards to the
specific endowment in question. Any endowment in the School of Art, which also
pertains to the outlined performance metrics, are subject to this policy.

7. Implementation of Program Features
This Proposal, including provisions regarding student and faculty diversity, will be
implemented consistent with governing law, as well as applicable University policies.
Any implementation measures or adjustments to program features based on institutional
legal analysis or congruence with applicable University of Arkansas policies shall not
require modification of this Proposal or any associated agreement.
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The School of Art Endowment Categories

Faculty Support
Art Education Faculty

Art History Faculty
Graphic Design Faculty

Qutreach Support

Program-Wide Support
School of Art Endowments

School of Art

Technology & Maintenance

Areas of Study
-Art Education
-Art History
-Graphic Design
-Studio Art Foundations

Fine Arts Library Endowment

Student Support
Undergraduate

Graduate

Facility restoration

Endowment
Endowment
Endowment
SUBTOTAL

Endowment

Endowment
Endowment

Endowment
Endowment
Endowment
Endowment
SUBTOTAL

Endowment

Endowment
Endowment
SUBTOTAL

Non-endowed

TOTAL

$6,000,000
$7,500,000
$3,000,000
$16,500,000

$8,000,000

$9,000,000
$1,000,000

$7,000,000
$7,000,000
$4,000,000
$5,500,000

$33.500,000

$2.,000,000

$14,000,000
$36,000,000
$50,000,000

$10,000,000

120,000,000



First Year Grant Budget

AMOUNT

CATEGORY

;ii’-mgfam Operations

$80,000

e $20 000 to stratepically boost each academic program in the School of Art

Visiting Professors

e $170,980 each for three visiting professors in art education, art history and
graphic design

e Cost per each Visiting Professor: $20,000 (search), $20,000

100,000

$512,940 |

(progmm/rcscarch) $100,000 (salary), $30,980 (fringe)
PR

- Undergtaduate Student Support. |
e $140,000 for need-based aid (range $1,000-$10,000)
hd $140,000 for merit-based aid (range $1,000-$10,000)

| $290,775

$280,000

i Marketmg, Promotion and Recruitment
¢ Funding for the Dnrcctor to market and promote the new School of Art,

$200,000
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Exhibit C

Investment Policy

I.  UNIVERSITY OF ARKANSAS
FOUNDATION TOTAL RETURN POOL
(ENDOWMENT)

INVESTMENT POLICY
July 2016

This investment policy governs the investment management of the University of Arkansas
Foundation’s Total Return Pool (the “Endowment™) and will be effective until modified by the
Executive Committee of the Foundation’s Board of Directors as conditions warrant. These
investment policies are approved and implemented by the Executive Committee pursuant to the
Board of Directors delegation of authority.

The University of Arkansas and The University of Arkansas Foundation, Inc. have combined
certain endowed and non-endowed funds into a single pool, the Total Return Pool, for purposes of
custody and investment management. Assets held in the Total Return Pool are managed by The
University of Arkansas Foundation, Inc. in accordance with the terms of this investment policy.

1. Investment Objectives

The overall objectives of the Endowment are to advance and support higher education, both
current and future operations, for all units and activities of the University of Arkansas System. The
investment objective is to enhance the purchasing power of the Endowment by generating an average
annual real total return (net of investment management fees) in excess of the spending rate over the
long term, with minimal return volatility.

The Investment Policy is based on the Foundation’s spending policy, described in Appendix A.
II. Portfolio Composition And Asset Allocation

An asset allocation policy will be established for the Endowment consistent with its investment
objectives. In setting the asset allocation policy, consideration will be given to how much risk can
be tolerated relative to expected returns, Investment risk includes both the risk of the
investment declining in value and the risk of volatility (degree of uncertainty) of the expected
performance of the investments in the portfolio. The Endowment’s investments shall be diversified
across asset classes and will balance the Foundation’s need for liquidity, preservation of purchasing
power, and risk tolerance. The Endowment will generally be invested in five asset classes, each with
a specific role in the portfolio. The target allocations for the various asset classes are given in
Appendix B.

A. Global Eguities. This includes marketable publicly traded equities in developed and emerging
markets and non-marketable investments such as venture capital, buyouts and distressed
securities. This will generally be the largest portion of the Endowment as a significant
allocation to equities is required to maximize the likelihood of meeting the investment return
objective over the long-term. Equity investments will be broadly diversified at the fund level
to avoid unwarranted concentrations of risk within geographic regions, sectors, capitalizations
or investment styles.

B. Hedge Funds. The purpose of the hedge fund allocation is 1o help moderate the potential
ACTIVE 223385703v.2
1
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volatility of the total Endowment portfolio in order to provide additional year-to-year stability
in endowment values while seeking to earn a long-term return between global equities and
bonds. Hedge fund investments will be allocated across strategies and managers to provide
diversified sources of return and mitigate risk.

Bonds. The purpose of the bond allocation is to provide some protection against prolonged
economic contraction, reduce volatility and help the Endowment to maintain spending during
periods of depressed equity market valuations. The bond investments include U.S.
government bonds, corporate debt instruments, mortgage and other asset-backed securities,
and money market instruments.

Natural Resources. The purpose of the natural resources allocation is to provide some support
to the Endowment in a period of high unexpected inflation caused by, or associated with a
significant increase in commodity prices, while generating near equity-like returns over the
long-term. Natural resources are tangible assets such as oil and gas, metals, agricultural
products and timber whose value tends to correlate more highly with inflation than the overall
stock market. Natural resource investments may include both marketable and non-marketable
equity in natural resource related companies as well as investments in commodity futures.

Real Estate. The purpose of the real estate portfolio is to provide equity-like returns over the
long-term, while reducing the volatility of the overall Endowment performance, and possibly
provide some support to the Endowment in periods of unexpected inflation. The portfolio
may include investments in private real estate partnerships and publicly traded real estate
investment trusts (REITs). It is recognized that real estate is an imperfect hedge against broad
based inflation and that REITs may sometimes increase overall Endowment volatility.

IIl. Derivatives

A.

Investment managers will utilize derivative securities only in a manner that is consistent with
the policies stated in their manager or fund-specific guidelines.

The primary intent of derivative security transactions will be to hedge risk in portfolios or to
implement investment strategies more efficiently and at a lower cest than would be possible in
the cash market. In the case of equity portfolios, derivative securities primarily include index
futures, options on index futures and currency futures and forwards. In the case of bond
portfolios, derivative securities primarily include interest rate futures, options on interest rate
futures, currency futures and forwards, and collateralized mortgage obligations. With the
exception of hedge fund managers so authorized, derivatives will not be used to leverage
portfolios and derivatives-based investment strategies will not expose the portfolios to greater
risk than would be typical under a strategy utilizing only cash securities.

IV. Proxy Voting

Proxies are to be voted in the best interest of the Endowment consistent with its investment
objectives. Proxies should generally be voted for proposals that enhance shareholder economic
value, maintain or improve shareholder rights and provide for reasonable management
accountability. Responsibility for voting proxies consistent with these guidelines will generally be
delegated to the investment manager.

V. Trade Execution

Managers of separately managed assets may exercise flexibility in selecting brokers and dealers to
execute trades, but should use reasonable efforts to obtain best available price and execution.
Commissions may be directed for obtaining products and services beneficial to management of the

portfolio.
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VL. Monitoring Of Objectives And Results

The Endowment as a whole, as well as the individually managed portfolios, will be monitored for
consistency in each manager's investment philosophy, return relative to objectives, and investment risk.
The performance of each asset class will be compared against the appropriate benchmark, as indicated in
Appendix C. Regular communication from managers concerning investment strategy and outlook and
updates on organizational change is expected.

VII. Conflict Of Interest Policy

A. Under normal circumstances, no Executive Committee member, their employer or any entity
in which they or their immediate family have a financial interest may manage Endowment
assets. Any exception to this policy requires a vote by all of the other members of the
Executive Committee.

B. The Foundation’s Executive Director will distribute annually to Executive Committee
members a list of entities receiving compensation for services rendered to the Endowment.
Executive Committee members will disclose annually any financial relationship they, their
employer, or their immediate family have with a listed entity by completing a Disclosure
Form provided by the Executive Director.

C. Executive Committee members may invest in publicly traded investment vehicles (such as
mutual funds, exchange traded funds, etc.) managed by the Endowment’s investment
managers so long as they do not receive any preferential terms not offered to the general
public. Members should disclose any investments in separately managed accounts offered by
the Endowment’s managers.

D. Executive Committee members must recuse themselves from any discussion or vote involving
an entity from which they receive any financial or other benefit

VIIL. Participant Redemptions

In order to maximize investment returns, cash holdings are limited within the Total Return Pool.
Participants are required to give one week’s notice for redemptions of over $1 million from the Total
Return Pool to allow sufficient time for liquidation of investments. In addition, a single participant
may not withdraw more than $25 million from the Total Return Pool in any 30 day period with less
than 30 days written notice. v
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Appendix A

SPENDING POLICY

The Foundation has a singular spending policy for endowed gifis to the Foundation that is
applicable to all campuses, divisions and units of the UA system that are Foundation constituents.
The policy is an overall spending rate from endowed accounts of 5.0% that includes a minimum
4.4% programmatic spending component, a maximum 0.5% advancement/development overhead
component, and a 0.1% Foundation overhead component.

Academic spending distributions from the Total Return Pool are calculated as follows:
¢ The academic spending rate shall be:

o 4.5% annually (1.125% quarterly) for all campuses except Fayetteville,
Fayetteville Campus Foundation, Little Rock, Medical Sciences and
WPR Cancer Institute

o 4.4%annually (1.1% quarterly) for Fayetteville, Fayetteville Campus
Foundation, Little Rock, Medical Sciences and WPR Cancer
Institute

» A 36 month rolling average value per unit is calculated as of current quarter end.

» The spending rate is applied to the 36-month rolling average value per unit to
produce a spending distribution amount per unit.

* The spending distribution amount per unit is applied to the current quarterly
average number of units invested in the Total Return Pool.

In addition to the distribution for academic spending described above, the Foundation charges an
overhead fee on the Total Return Pool as follows:

« Campus Development Overhead:
o 50 bps for the Fayetteville, Fayetteville Campus Foundation, Little Rock,
Medical Sciences and WPR Cancer Institute
o 40 bps for all other campuses

o Foundation Overhead:
o 10bps

The overhead charges are assessed in the same manner as described above for the academic
spending rate.

All net investment income, gains and losses, less the amount equal to the spending rate, is to be
retained permanently in each individual endowment fund.
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POLICY PORTFOLIO
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Appendix C

COMPOSITE ASSET CLASS BENCHMARKS

The policy portfolio shall have as its benchmarks, blended indexes weighted according to the
current and policy target allocation percentages for the portfolio’s respective asset classes. The

benchmarks shall consist of the following indexes:
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