POLICY Board of Trustees - Montgomery College 61004

Chapter: Fiscal and Administrative Affairs Modification No. 009

Subject:

College Investment Program

The Board of Trustees recognizes the importance of safeguarding and responsibly
investing public funds in full compliance with all applicable State of Maryland investment
statutes, including Maryland Code State Finance and Procurement Article § 6-222, Local
Government Article, §17-201 et seq, COMAR Title 25, Subtitle 03, Chapters 03 and 04,
and the local government investment guidelines adopted by the State Treasurer.

It is the policy of the College to invest public funds in a manner which will provide the
highest investment return with the maximum safety and security while meeting the
anticipated daily cash flow requirements of the College.

This policy governs the investment of all financial assets of the College. This policy
excludes the financial assets held by the Montgomery College Foundation and The
Pinkney Innovation Complex for Science & Technology at Montgomery College, whose
assets are governed by separate investment policies specific to each entity

The "prudent person” standard shall be followed when making investments. Investments
shall:

A. Be made with care, skill, and diligence that a prudent investor acting in a like
capacity and familiar with such matters would use, considering the circumstances
then prevailing.

B. Be made in a manner designed to reasonably match anticipated cash flow needs
so that sufficient funds are available to pay obligations upon proper presentation
for payment.

C. Be made so that a reasonable amount of cash or cash equivalents is available
for unanticipated cash needs.

D. Have due regard for minimizing risk while maximizing return.
E. Use competitive purchasing practices except when impractical.
F. Be made so that the securities and collateral may continue to be priced on a

market-to-market basis.

G. Be made in a manner designed to diversify investments unless, under the
circumstances, it is reasonably determined to be in the best interests of the
College not to do so.

H. Be made by persons who act with prudence in deciding whether and how to
delegate authority and in the selection and supervision of agents.

l. Incur only costs that are appropriate and reasonable in amount.

J. Avoid any action that could enhance the personal financial position of an
employee with responsibilities for College investments. Employees are required
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to disclose any material financial interests or investment positions that may
create, or appear to create, a conflict of interest related to the investment of
College funds. All disclosures shall be made in accordance with State ethics
requirements

K. Act in accordance with the requirements of law and regulation and any additional
requirements adopted by the State Treasurer under COMAR Title 25, Subtitle 03,
Chapter 04.

V. The primary objectives of the College's investment activities, in order of priority, shall be:
A. Safety: Safety of principal is the foremost objective of the investment program.

B. Liquidity: The College's investment portfolio will remain sufficiently liquid to
enable the College to meet anticipated cash flow requirements while providing
flexibility to meet unanticipated cash requirements on a timely basis.

C. Return on Investment: The College's investment program shall be designed to
minimize risk while maximizing return.

VI. The college will maintain a system of internal controls for safeguarding the financial
assets of the college, including accurate recordkeeping, asset handling, and timely
accounting and reporting pursuant to federal, state, or college compliance guidelines.

VII. The College is committed to managing its investments in a manner that reflects its
mission and values and shall not knowingly hold or acquire investments that are
fundamentally inconsistent with those mission and values.

VIII. The Board of Trustees authorizes the president to establish any procedures necessary to
implement this policy.

Effective Date: May 21, 1984.

Modification Date(s): March 24,1986; July 17, 1989, effective July 1, 1989; July 19, 1993; October
16, 1995; January 22, 2002; June 18, 2012; April 20, 2026.

Last Review Date: April 20, 2026.
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Chapter: Fiscal and Administrative Affairs Modification No. 004

Subject:

College Investment Program

Delegation of Authority

A. Authority to manage the College's investment program is granted to the Senior
Vice President for Administrative and Fiscal Services/Chief Operating Officer
(SVPAFS/COO) or designee as derived from the following: Maryland Code, State
Finance and Procurement Article, 6-222, Annotated Code of Maryland. Local
Government Article, 817-201 et seq., COMAR Title 25, Subtitle 03, Chapters 03
and 04, and the local government investment guidelines adopted by the State
Treasurer.

B. The SVPAFS/COO or designee shall develop and maintain written administrative
procedures and a system of internal controls for the operation of this investment
program, consistent with this investment policy. The controls shall be designed to
prevent losses of college funds arising from fraud, employee error,
misrepresentation by third parties, or imprudent actions by employees.

1. No person may engage in an investment transaction except as provided
under the terms of this policy and the procedures established by the
SVPAFS/COO.

2. Procedures should include reference to safekeeping, master repurchase

agreements, wire transfer agreements, collateral/depository agreements,
and banking service contracts.

Ethics and Conflicts of Interest

All employees involved in the investment process shall refrain from personal business
activity that could conflict with proper execution and management of the investment
program or that could impair their ability to make impartial investment decisions.
Employees with responsibilities related to the investment of College funds shall disclose
annually to the State Ethics Commission any material financial interest in financial
institutions that conduct business within the College. In addition, employees shall
disclose any personal financial or investment positions that could be related to, or
influenced by, the performance of College investments. Employees shall refrain from
engaging in personal investment transactions with individuals with whom they conduct
business on behalf of the College.

Responsibilities of the Investment Advisor

The College may engage an independent investment advisor to support its investment
activities. The investment advisor shall be subject to the terms and conditions of a written
management agreement with the College. Investment advice provided by the investment
advisor shall be consistent with the investment objectives, guidelines, and constraints
established in this policy and procedures. Specific responsibilities of the investment
advisor shall include:

A. Advising the College about the selection of and allocation to asset categories and
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investments.

Identifying and selecting specific investments within each asset category in
compliance with stipulated guidelines.

Managing and rebalancing the portfolio.
Monitoring the performance of all selected investments.

Ensuring appropriate College staff receive regular statements and performance
analysis.

Assisting in the development of and periodic review of this policy and
procedures.

Communicating matters of policy, market conditions, fund research, and fund
performance to the College.

Developing and enacting proper controls and procedures to help ensure
compliance and the safety and security of College funds.

Reviewing investment history, historical capital markets performance, and the
contents of this investment policy statement with employees involved in the
investment process, as appropriate.

Authorized Financial Dealers and Institutions

The College will do business only with those institutions that are on the list of authorized
financial institutions and depositories maintained by the State Treasurer.

Permitted Investments

The College will invest only in those asset classes that can be found in COMAR Title 25,
Subtitle 03, Chapter 04. These include but are not limited to U.S. Treasury Obligations,
U.S. Government Agencies Obligations, money market mutual funds and the Maryland
Local Government.

College investments must meet the requirements for credit ratings, collateralization,
safekeeping and custody, diversification, and maximum maturities as set forth below.

A.

Credit Ratings: The College shall, in all cases, prioritize securities of high credit
quality and marketability. Investments are required to bear the credit ratings set
forth under Section VIl (Permitted Investments) and Section IX (Credit Ratings)
of the Investment Policy of the Maryland State Treasurer’s Office. All credit
ratings will be determined at the time of purchase using the numeric and letter
grading of the entities determined to be nationally recognized statistical rating
organizations ("NRSROs") by the SEC.

Collateralization: For investments that collateral is required; repurchase
agreements, certain time deposits, and certificates of deposit, an independent
third party with whom the College has a current custodial agreement is required
to hold the collateral. Clearly marked evidence of ownership must be supplied to
the College and retained. The right of collateral substitution is granted on the
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condition that the seller pays all associated costs. Sufficiency of collateral shall
be determined by pricing both on a mark-to-market basis when the investment is
initiated and daily for the term of the investment. In order to mitigate market
changes and provide an additional level of security for all funds, the
collateralization level will be at least 102% of the market value of principal and
accrued interest.

C. Safekeeping and Custody: All security transactions, including collateral for
repurchase agreements, entered into by the College shall be conducted on a
delivery-versus-payment (DVP basis). A third-party custodian designated by the
College and evidenced by safekeeping receipts shall hold the securities.

D. Diversification: The College must diversify to avoid incurring unreasonable risks
inherent in over investing in specific instruments, individual financial institutions
or maturities. The majority of the investments of the College must be on a short-
term basis (up to 12 months). However, a portion of the portfolio may be invested
in investments with longer maturities (up to two years), with the approval of the
SVPAFS/COO, provided that safety, liquidity, and cash flow demands are not
jeopardized. The table below identifies the permitted allocations, determined at

purchase.
VI. Investment Types and Allowable Portfolio Percentages
Diversification by Investment Type Maximum % of Portfolio*
1. U.S. Treasury Obligations 100%
2. U.S. Government Agencies 100%
3. Repurchase Agreements 75%
4. Collateralized Certificates of Deposits 25%
5. Bankers’ Acceptances (guaranteed by a 20%

financial institution)

6. Maryland Local Government Investment 100%
Pool

7. Commercial Paper 10%

8. Money Market Mutual Funds 25%
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9. Certificates of Deposit by Financial 20%
Institution

*at time of purchase

Additional restrictions by the issuer may be
applicable for any given investment type in
order to stay within the guidance as set forth in
the policy of the State Treasurer. Periodic
reviews of the College policy against the State
Treasurer’s policy should be completed for
compliance requirements.

VII. Performance Standards

The College's investment program will be designed with the objective of obtaining a
market average rate of return throughout budgetary and economic cycles, commensurate
with the investment risk constraints and cash flow requirements. The College’s
investment strategy is passive, and the benchmark yield comparison shall be the yield on
the three-month U.S. Treasury Bill.

VIII. Reporting Requirements

The college will disclose in the annual audited financial statements significant accounting
policies pertaining to investments held, sufficient detail of investments held as of the date
of the statements, income earned for the fiscal year, and other disclosures as required by
accounting industry standards.

The Senior Vice President of Administrative and Fiscal Services shall provide the
President with timely and accurate information sufficient to ensure the President is fully
informed of relevant activities and any actual or potential positive or negative
implications.

Administrative Approval: June 18, 2012; November 5, 2012; April 19, 2013; February 13, 2026.
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